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Restrictions of use

The matters raised in this report are only those which came to our attention during the course of our audit and are not necessarily a comprehensive statement of all the 

weaknesses that exist or all improvements that might be made.  The report has been prepared solely for the management of the organisation and should not be quoted in 

whole or in part without our prior written consent.  BDO LLP neither owes nor accepts any duty to any third party whether in contract or in tort and shall not be liable, in 

respect of any loss, damage or expense which is caused by their reliance on this report.
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INTRODUCTION

The Head of Internal Audit is required to present a formal annual report to the Accountable Officer and the Audit Committee on their opinion of the 

overall adequacy and effectiveness of the organisation’s risk management, control and governance processes.

The Head of Internal Audit is also required to:

a. disclose any qualifications to that opinion, together with the reasons for the qualification

b. present a summary of the audit work undertaken to formulate the opinion, including reliance placed on work by other assurance bodies and 

accredited by Internal Audit

b. draw attention to any issues the Head of Internal Audit judges particularly relevant to the preparation of the Statement on Internal Control

c. compare work actually undertaken with the work which was planned and summarise performance of the internal audit function against its 

performance measures and criteria

d. comment on compliance with these standards and communicate the results of the internal audit quality assurance programme.

This report combines the Head of Internal Audit Opinion and the Annual Report for 2009/10.
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Head of Internal Audit Opinion on the effectiveness of the System of Internal Control at Southampton University 

Hospitals NHS Trust for the year ended 31 March 2010

Roles and responsibilities

The whole Board is collectively accountable for maintaining a sound system of internal control and is responsible for putting in place arrangements for 

gaining assurance about the effectiveness of that overall system.  

The Statement on Internal Control (SIC) is an annual statement by the Accountable Officer, on behalf of the Board, setting out:

• how the individual responsibilities of the Accountable Officer are 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 the Assurance 

Framework process;

• 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 Assurance Framework should bring together all of the evidence required to support the SIC requirements.

In accordance with NHS Internal Audit Standards, the Head of Internal Audit (HoIA) is required to provide an annual opinion, based upon and limited to the 

work performed, on the overall adequacy and effectiveness of the organisation’s risk management, control and governance processes (i.e. the organisation’s 

system of internal control). This is achieved through a risk-based plan of work, agreed with management and approved by the Audit Committee, which 

should provide a reasonable level of assurance, subject to the inherent limitations described below. 

The opinion does not imply that Internal Audit have reviewed all risks and assurances relating to the organisation. The opinion is substantially derived from 

the conduct of risk-based plans generated from a robust and organisation-led Assurance Framework. As such, it is one component that the Board takes into 

account in making its SIC.

HEAD OF INTERNAL AUDIT OPINION
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The Head of Internal Audit Opinion

The purpose of my annual HoIA Opinion is to contribute to the assurances available to the Accountable Officer and the Board which underpin the Board’s 

own assessment of the effectiveness of the organisation’s system of internal control. This Opinion will in turn assist the Board in the completion of its SIC, 

and may also be taken into account by the Care Quality Commission in relation to the Standards for Better Health.

My opinion is set out as follows:

1. Overall opinion;

2. Basis for the opinion;

3. Commentary.

My overall opinion is that:

Significant assurance can be given that there is a generally sound system of internal control, designed to meet the organisation’s objectives, and that 

controls are generally being applied consistently. However, some weakness in the design and/or inconsistent application of controls, put the achievement of 

particular objectives at risk.

The basis for forming my opinion is as follows:

1. An assessment of the design and operation of the underpinning Assurance Framework and supporting processes;

2. An assessment of the range of individual opinions arising from risk-based audit assignments, contained within internal audit risk-based plans that have 

been reported throughout the year. This assessment has taken account of the relative materiality of these areas and management’s progress in respect of 

addressing control weaknesses; and

3. An assessment of the process by which the organisation has arrived at its declaration in respect of the Standards for Better Health.

HEAD OF INTERNAL AUDIT OPINION
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The commentary below provides the context for my opinion and together with the opinion should be read in its entirety.

The design and operation of the Assurance Framework and associated processes

Internal audit reviewed Board Assurance processes as part of the annual plan.  This review consisted of an evaluation of the processes by which the board 

obtains assurance on the effective management of principal risks relevant to the organisation’s principal objectives.

Roles and responsibilities within the assurance process have been defined and clearly assigned. An assurance framework has been developed that is aligned with 

organisational objectives, key controls are identified within it, and it is subject to regular review.  Controls and assurances are evaluated to identify gaps and 

action plans are put in place to address these.  Assurance information is reported regularly to the Board. 

Areas for improvement include the need to develop procedural guidance for the completion of each field within the assurance framework, a clear criteria for 

removal of risk based on the evaluation of inherent risk levels, recording the date of reports that provide actual positive assurance and a the development of a 

change control process. 

Conclusion

My conclusion is that the design and operation of the Assurance Framework is sufficient to meet the requirements of the 2008/09 SIC and provide a reasonable 

assurance that there is an effective system of internal control to manage the principal risks identified by the organisation.

The process by which the organisation has arrived at its declaration in respect of the Standards for Better Health.

Internal audit reviewed the processes relating to the declaration of compliance with the Standards fro Better Health.  

Responsibility for co-ordinating and overseeing the capture of evidence has been clearly and appropriately assigned.   Responsible managers have been assigned 

top collate evidence and report on compliance against each of the core standards, and effective reporting on compliance to relevant committees and the Board 

is evident. 

Evidence of compliance with standards C6, C18 and C24 was reviewed and found to be relevant and of appropriate quality. 

Overall, there are good systems in place across the Trust for the collection and assessment of evidence for the Standards for Better Health declaration. 

HEAD OF INTERNAL AUDIT OPINION
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The range of individual opinions arising from risk-based audit assignments, contained within risk-based plans that have been reported throughout the year

Planning

The assurance framework provides a high level governance framework to ensure that the key risk areas likely to impact the Trust’s business objectives are 
properly controlled. We therefore use the assurance framework to drive our annual planning, whilst also using the results of further risk assessment work to 
inform our plans.

As part of the risk assessment that feeds into our planning, we use information contained in business plans, committee minutes, risk registers and the 
assurance framework, as well as interviewing Directors and Managers to aid our understanding of organisational processes.

Results of audit work

Our plan consisted of audits of Key Systems Interface, Financial Management, Board Assurance, Standards for Better Health, Risk Management, Charitable 
Funds, Treasury Management, Performance Management, Hygiene Code, Whistle blowing and Escalation processes, Health Safety and Security, Medical 
Devices, Clinical Coding, Theatre Usage, Operational Review, Ward Probity, Information Governance (Patient Records), Recruitment, HR Processes, Casemix
Review and  Information Governance Toolkit. The audit of Reference Costs Part 2 was carried forward from the 2008/09 plan. Further details of this work 
are included within the Internal Audit Coverage section of this report.

As a result of this work, one high significance recommendation has been agreed with management. This relates to the finding that not all operating and 
application information systems have been identified and documented. The Trust is in the process of taking appropriate action to address this issue.   A 
further high significance recommendation has been made in our draft report on the Casemix system.  This finding, and a management response to it, has yet
to be agreed with the Trust. 

During the year good progress has been made in reviewing and following-up outstanding audit recommendations, and a significant number of 
recommendations from previous years have now been confirmed as completed.  This focus on the implementation of Internal Audit recommendations needs 
to continue to ensure the Audit and Assurance Committee is receiving adequate assurance that control weaknesses are being addressed.  

No limitation of scope or coverage was placed upon our internal audit work. 

Stuart May

Head of Internal Audit

6 April 2010

HEAD OF INTERNAL AUDIT OPINION



8

Southampton University Hospitals NHS Trust

Head of Internal Audit Opinion and Internal 

Audit Annual Report

2009-2010

INTERNAL AUDIT COVERAGE

The Audit Committee agreed the 2009/2010 Internal Audit Plan, recommended by the Head of Internal Audit, at their meeting on 9 January 2009. The 

programme consisted of 235 days. 

The table below lists the audits completed and the significance of recommendations made.  It also provides a brief summary of the nature of audit findings.

A detailed definition of the significance given to audit recommendations and the overall report conclusion is set out at appendix 1.   

• There is inconsistent use of fields on the assurance 
framework.

• The criteria for removing risks is unclear and not based 

on an evaluation of inherent risk levels.

• Recorded assurances are undated and some may be 

better classified as potential sources of assurances.

• There are inadequate change control procedures over the 
assurance framework.

• There is lack of clarity over whether action dates are 
dates of completion or review.

140Board Assurance

• The terms of reference for Divisional Boards do not 

include the co-opted membership of matrons.

100Financial 

Management

• Salary overpayments have arisen from incorrectly 

completed or inappropriately authorised timesheets and 

overtime claim forms.

• An invoice overpayment had arisen from paying a pre-

paid invoice.

110Key Systems 

Interface

Design

Overall Report Conclusion

Operational 

Effectiveness

Key findings

High

Recommendations 

and significance

LowMed

Audit Title

Good Satisfactory

Satisfactory Satisfactory

Good Good
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INTERNAL AUDIT COVERAGE

• There is insufficient context provided on the areas of 
concern targeted by action plans.

• Target dates are missing or not well defined on some 

action plans.

• There is a lack of clarity over whether updates relate to 
the completion of action plans or monitoring controls.

300Standards for Better 

Health Part 2  (draft 

report –

recommendations 

not yet agreed with 

Trust)

• Surplus funds are not being invested in the National Loan 
Fund Account.

010Treasury 

Management

• There are ineffective controls to prevent funds from 

being overdrawn.

• Some cheque requests have been processed without being 

fully completed and correctly authorised.

• There are no limits set on staff expense claims from the 

charity.

120Charitable Funds

• Risk management strategies and reporting structures lack 

a trust-wide focus.

• The different use of multiple fields for risk scores on risk 

registers is unclear.

• Risk registers have a high incidence of incomplete fields 

and overdue action plans.

• There are no  key performance indicators related to risk 

management activities within the strategy.

• There is minimal guidance on methods for the proactive 

identification of risks.

230Risk Management

• No recommendations made.000Standards for Better 

Health Part 1 

Design

Overall Report Conclusion

Operational 

Effectiveness

Key findings

High

Recommendations 

and significance

LowMed

Audit Title

Good Good

Good Satisfactory

SatisfactoryGood

Satisfactory Satisfactory

Good Good
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INTERNAL AUDIT COVERAGE

• No recommendations made.000Performance 

Management

• Insufficient training records are being maintained.100Clinical Coding

• The SEMS system is insufficiently supported from July 

2009 until the new system is implemented in early 

2010.

• There is insufficient guidance on how to purchase re-
usable medical devices.

110Medical Devices

• The equipment held for the handling of bariatric

patients is insufficient.

• There are inadequate training records to demonstrate 

equipment specific training amongst link staff.

• There is irregular contact between care groups and 
Manual Handling personnel.

• The are irregular health and safety checks of manual 

handling equipment and furniture at ward level 

• Not all staff have sufficient access to updates on 
Health, Safety and Security policies.

320Health Safety and 

Security

• Staff have indicated a number of barriers that may 

prevent them from raising concerns.

010Whistle-blowing and 

Escalation Processes

• Maintenance of  theatre equipment is not always 

completed on a timely basis 

• Risks arising from maintenance work are not regularly 

reviewed.

110Hygiene Code

Design

Overall Report Conclusion

Operational 

Effectiveness

Key findings

High

Recommendations 

and significance

LowMed

Audit Title

SatisfactoryGood

SatisfactoryGood

Satisfactory Satisfactory

Good Good

Good Good

Good Good
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INTERNAL AUDIT COVERAGE

• Instances of duplicate files are not monitored by the 

Data Quality Steering Group.

• Some patients records are retuned to the Health 

Records Centre before all notes have been filed.

• The review of the Patient Records Management Policy 

has no date for completion.

• Entry controls at the Health Records Centre are not 
operating effectively.

310Information 

Governance (Patient 

Records)

• Some drugs held on wards are not recorded.

• There is no guidance for dealing with lost and 
unclaimed property.

• Patient property is not, in all cases, being recorded 
appropriately on wards.

030Ward Probity

• There may be an insufficient handover to support 

changing management roles in Centre Block Theatres. 

• There is a lack of clarity over the management 

structure within the Neurosciences Theatres.

• The process for offering vacant theatre session to 
specialties who use the Centre Block Theatres is 

unclear.

• The process of communicating periods of leave taken by 

consultants is ineffective.

• The Theatre Equipment Group has no clinical or senior 

management representation.

• Best practice in theatre management is not being 

shared across the Trust. 

260Theatre Usage

Design

Overall Report Conclusion

Operational 

Effectiveness

Key findings

High

Recommendations 

and significance

LowMed

Audit Title

Satisfactory Satisfactory

Satisfactory Satisfactory

Satisfactory Satisfactory
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INTERNAL AUDIT COVERAGE

• There are no terms of reference for the Ophthalmology 

Care Group Board.

100Operational Review

• Controls had not been implemented to ensure that 

patient data used for clinical and billing purposes 

received from sub-contracted private hospitals was 

complete and accurate.

• Periodic reconciliations between Casemix and the 

associated departmental systems were not carried out

• Levels of data required for clinical and billing purposes 
had not been formally reviewed by management.

• Rejected data imports were not automatically alerted to 

management

031Casemix Review 

(draft report –

recommendations 

not yet agreed with 

Trust)

• Not all operating and application information systems 

have been identified and documented.

• Compliance against the Toolkit’s requirements is unclear 

as evidence are not referenced.

• There is inadequate communication of the new process 

approval process to staff.

• There is inadequate communication of mobile and tele-

working authorisation procedures and remote access 

guidelines for staff.

731Information 

Governance Toolkit

Work not yet completedHR Processes

• A small number of staff in low risk areas have 

commenced employment before completion of all pre-

employment checks or an appropriate risk assessment.

010Recruitment

Design

Overall Report Conclusion

Operational 

Effectiveness

Key findings

High

Recommendations 

and significance
LowMed

Audit Title

Satisfactory Weak

SatisfactoryGood

Weak Good

Good Good
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INTERNAL AUDIT COVERAGE

Audits brought forward from 2008/09

• Password requirements for the PLIC system are not in 

line with best practice.

• A standardised set of comprehensive system procedures 

is not in place. 

020Reference Costs 

(Part 2)

Design

Overall Report Conclusion

Operational 

Effectiveness

Key findings

High

Recommendations 

and significance

LowMed

Audit Title

Satisfactory Good
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In Year Changes

The Trust requested that the audit of Quarterly Monitoring Returns was cancelled and the days reassigned to a review of Casemix.

Management Action on Recommendations

Management have been conscientious in reviewing and commenting on our reports.  During the year the Audit Committee has increased its focus on 

reviewing whether management are implementing recommendations in a timely manner.  This focus needs to continue to ensure the Committee is receiving 

adequate assurance that control weaknesses are being addressed. Independent verification of successful implementation is undertaken as part of our 

ongoing recommendation follow up work.

Relationship with External Audit

All final reports are shared with external audit in full.  External audit receive copies of the internal audit plan from internal audit and through the audit 

committee.  All files are available to external audit should they wish to review working papers in order to place reliance on the work of Internal Audit.

INTERNAL AUDIT COVERAGE
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NHS Internal Audit Standards

The Internal Audit service is designed to comply with the NHS Internal Audit Standards and is assessed by the External Auditors for the Trust in meeting 
these standards.

Qualifications, Training & Development

It is our policy that staff engaged in the provision of a specialist service be qualified in the relevant professional discipline.  In Internal Audit, staff are 
qualified or are studying for the exams of the Institute of Internal Auditors – UK, or are qualified through an accountancy body (CCAB).  The use of 
professionally qualified staff enhances the quality of the product that we can supply.

All staff are encouraged to retain commitment to their professional body after their qualification and the firm is committed to continuing professional 
education and to providing  staff with access to quality training programmes.  

Quality Assurance

All internal audit work is performed in compliance with our internal quality system.  The details of this system are documented in our quality manual, which 
all staff work to.  Our work also complies with the International Standards for the Professional Practice of Internal Auditing.

As part of our quality system we have a management review system throughout the course of our internal audits, which ensures adherence to the quality 
system.  This process ensures that standards are maintained and that the audit is focused on achieving added value.  

Additionally, Risk & Advisory Services as a national service line has its own procedures manual, as well as a firm-wide Conduct of Professional Services 
Manual.  

Risk & Advisory Services is certified to the ISO9001:2000 standard, undertakes regular internal quality audits and is externally assessed on a regular basis.

We recently had an independent review undertaken of our internal audit practice against the International Standards for the Professional Practice of 
Internal Auditing (Standards) and the Government Internal Audit Standards (GIAS).  The report concluded that “Overall the compliance with the standards 
was of a high order with the processes and procedures put in place by RAS ensuring that staff and management operate in a uniform and consistent manner 
that meets the Definition of Internal Auditing, the Code of Ethics and the requirements of the IIA Standards.”

QUALITY MANAGEMENT
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INTERNAL AUDIT PERFORMANCE

We employ a range of performance management measures to ensure that audit work is properly focused, conducted and monitored. The Audit Committee 

approves the Strategic and Annual Internal Audit Plans and is provided with regular progress reports. The results of individual audits are presented at the 

Audit Committee meetings. We also provide regular monitoring reports to the Deputy Director of Finance detailing the progress of each audit and the 

number of days expended.

Client satisfaction

In addition to the normal audit management review of the work the Risk & Advisory team secretary despatches satisfaction questionnaires to a selected 

sample of individuals seen during the course of audits. 

29 questionnaires were issued and 11 replies were received, which equals a return rate of 38%.  An analysis of these replies is shown below:

Overall results

Trust staff rated our service overall as 1.6 on average  where 1 is “excellent” and 4 is “poor”.
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Summary 

Conclusion

DESIGN of internal control framework OPERATIONAL EFFECTIVENESS of internal controls

Findings from review Design Opinion Findings from review Effectiveness Opinion

Appropriate procedures 

and controls in place to 

mitigate the key risks.

There is a sound system of 

internal control designed to 

achieve the system objectives.

No, or only minor, exceptions 

found in testing of the 

procedures and controls.

The controls that are in place 

are being consistently applied.

A small number of 

isolated gaps identified in 

the procedures and 

controls currently in place 

to mitigate the key risks.

Whilst there is a basically 

sound system of internal 

control, there are weaknesses 

that may put some of the 

system objectives at risk.

A small number of exceptions 

found in testing of the 

procedures and controls.

There is evidence that non-

compliance with some of the 

controls may put some of the 

system objectives at risk. 

A number of gaps 

identified in the 

procedures and controls 

currently in place to 

mitigate the key risks.

Weaknesses in the system of 

internal control are such as to 

put the system objectives at 

risk.

A number of reoccurring 

exceptions or significant 

individual exceptions found in 

testing of the procedures and 

controls.

The level of non-compliance 

with controls puts the system 

objectives at risk.

Recommendation Significance

High A weakness where there is substantial risk of loss, fraud, impropriety, poor value for money, or failure to achieve organisational 

objectives.  Such risk could lead to an adverse impact on the business.  Remedial action must be taken urgently.

Medium A weakness in control which, although not fundamental, relates to shortcomings which expose individual business systems to a 

less immediate level of threatening risk or poor value for money.  Such a risk could impact on operational objectives and should

be of concern to senior management and requires prompt specific action.

Low Areas that individually have no significant impact, but where management would benefit from improved controls and/or have 

the opportunity to achieve greater effectiveness and/or efficiency.

APPENDIX I - DEFINITIONS

Satisfactory

Good

Weak


