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MINUTES OF THE PHSO AUDIT COMMITTEE: WEDNESDAY 2 MARCH 2016 
1.30pm – 5.15pm, Boardroom, Millbank Tower  
 
MEMBERS PRESENT  
Sir Jon Shortridge, KCB (Chair) 
Helen Walley  
Ruth Sawtell 
Alison White 
 
IN ATTENDANCE 
 
External Audit - National Audit Office (NAO): 
Redacted - section 40(2) FOIA, Engagament Director 
Redacted - section 40(2) FOIA, Audit Manager 
 
Internal Audit – KPMG (KPMG): 
Redacted - section 40(2) FOIA, Audit Director & PHSO’s Head of Internal Audit 
Redacted - section 40(2) FOIA, Manager 
 
Parliamentary & Health Service Ombudsman (PHSO): 
Dame Julie Mellor, DBE, Ombudsman and Accounting Officer 
Gill Kilpatrick, Executive Director of Finance & Governance 
Steve Brown, Head of Risk and Assurance, Performance and Planning 
Redacted - section 40(2) FOIA, Governance, Risk & Assurance Manager (Committee 
Secretary) 
 

Observer 
Alan Graham 

 

1. INTRODUCTIONS & WELCOME 

1. The Chair welcomed Alan Graham to the meeting. 

 

2. APOLOGIES 

2.1 Apologies were noted for Mick Martin, PHSO’s Managing Director and Deputy 

Ombudsman, and Rebecca Marsh, Executive Director of Operations & 

Investigations. 

 

3. DECLARATIONS OF INTEREST 

3.1 No declarations of interest were made. 

 



 

 

 

 

  

   

 

  

 

 

  

 

 

  

 

  

 

 

Action 1: Redacted - section 40(2) FOIA to amend Audit Committee actions sheet so the 

Committee can be assured that actions marked as complete have been implemented 

satisfactorily, and so target deadlines are identified for actions that remain open. 

 

Action 2: The Committee recommends to the Board that it should establish PHSO’s risk 

appetite, at a more granular level than at present. 

 

Action 3: In developing the 2016/17 strategic risk register, Gill Kilpatrick to ensure that 

the discussions at the board on risk appetite enable a granular view of risk appetite to 

be established. This will require support from all members of the board to achieve. 

 

Action 4: Gill Kilpatrick to present a report to each Audit Committee meeting on 

PHSO’s progress in implementing outstanding internal audit recommendations; that this 

be a priority of the Executive Team to ensure progress on actions to remedy underlying 

control weaknesses is appropriate; and that this is a priority across the organisation.  
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4.2  

 

 

 

 

4.3  

 

 

5. FEEDBACK ON AUDIT COMMITTEE’S EFFECTIVENESS REVIEW AND ASSURANCE 

WORKSHOP 

5.1   

 

 

 

 

 

 

 

Action 5: Redacted - section 40(2) FOIA to produce a note of Audit Committee’s 

effectiveness review. 

 

Action 6: Gill Kilpatrick to present an updated version of PHSO’s assurance table to the 

Committee’s next meeting. 

 

Action 7: Gill Kilpatrick to involve Alan Graham in identifying a potential model for 

PHSO’s assurance work. 

 

6. STRATEGIC RISK REGISTER FOR Q3 2015/16 

6.1  
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6.2  

 

 

 

 

  

 

  

 

 

Action 8: Gill Kilpatrick to incorporate the Committee’s recommendations on the 

structure of PHSO’s risk register into the revised register to be produced in Q1 2016/17. 

 

7. REPORT ON PROCUREMENT OF CAFÉ AND HOSPITALITY SERVICES 

7.1  

 

 

7.2  

 

 

 

 

 

 

 

 

 

 

 

Action 9: Gill Kilpatrick to provide further reports to the Audit Committee on the 

failure in PHSO’s control framework relating to the procurement of cafe and hospitality 
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services at Milbank Tower, to provide assurance to the Committee that the 

improvements proposed in the control framework had been implemented and were 

operating effectively. 

 

Action 10: Gill Kilpatrick to ensure that the proposed improvements to PHSO’s control 

framework are mapped against the measures PHSO informed Parliament it would take 

in 2013/14, and report the outcome to the Audit Committee. 

 

8. FINANCIAL MANAGEMENT & GOVERNANCE IMPROVEMENT PLAN 

8.1 Gill Kilpatrick presented this item, which updated the Committee on the progress 

with the plan and on the issues affecting progress, notably with regard to 

resource capacity and the issues raised in KPMG’s recent internal audit report on 

PHSO’s financial and accounting systems. 

 

8.2  

 

 

 

 

 

 

 

 

8.3   

 

 

 

 

 

 

 

9. EXTERNAL AUDIT PLANNING REPORT FOR 2015/16 
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9.1  

 

 

 

 

9.2  

 

 

 

 

 

9.3 The Chair noted the report on behalf of the Committee and raised the following 

key points: 

 The Committee was content with the plan and agreed with the NAO’s 

assessment of the significant areas of risk, notably around historic weaknesses 

in financial management and reporting. 

 The Committee had no reason to believe that PHSO’s financial statements 

were misrepresented in any way due to fraud. 

 

10. 2015/16 ANNUAL REPORT & ACCOUNTS 

 

 Process and Production of 2015/16 Annual Report & Accounts 

10.1  

  

 

10.2  
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Action 11: Gill Kilpatrick to relay to the Board the Audit Committee’s decision to 

commend the proposal for PHSO to lay its 2015/16 Annual Report & Accounts after 

Parliament’s summer recess. 

 

 

 

 2015/16 Period 9 Balance Sheet Hard Close 

10.3  

 

 

 

10.4  

 

 

 

 

 

 

 

10.5  

  

 

  

 

 

Action 12: Gill Kilpatrick to discuss with the NAO the revised focus of its planned audit 

of PHSO’s period 9 balance sheet hard close, and identify the work PHSO must complete 

to enable the NAO to carry out their work.  

 

11. INTERNAL AUDIT UPDATE 

 

 Progress report 
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11.1  

 

 

  

 

  

  

  

 

11.2  

 

 

 

 

 

 

 

 

Action 13: Mick Martin and Gill Kilpatrick to emphasise to PHSO staff the importance of 

KPMG’s internal audit work. 

 

11.3  

 

 

 

 

 

Action 14: Redacted - section 40(2) FOIA and Gill Kilpatrick to discuss the feasibility of 

KPMG carrying out supplementary work in respect of the Contract Management review. 

 

 Revised Internal Audit Plan 
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11.4  

 

 

 

 

 

 

 

11.5  

 

 

 

 

Action 15: Gill Kilpatrick and Redacted - section 40(2) FOIA to discuss any potential 

changes required to the internal audit plan, in the light of the NAO’s work for PACAC 

and to ensure sufficient audit coverage to inform the 2015/16 Governance Statement. 

 

 Review of Business Continuity 

11.6  

 

 

 

  

 

11.7  
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11.8  

 

 

 

Action 16: Mick Martin to provide assurance to the Committee on the internal audit 

report on Business Continuity at the earliest opportunity, and ensure that management 

responses are in place for the Committee to consider at its next meeting. 

 

 Review of Financial & Accounting Systems 

11.9  

 

 

 

 

 

 

Action 17: Gill Kilpatrick and Redacted - section 40(2) FOIA to discuss further 

recommendation 9 in KPMG’s report on PHSO’s Financial & Accounting Systems. 

 

11.10  
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Action 18: Gill Kilpatrick/PHSO management to consider appointing suitably qualified 

professionals to take forward key aspects of work, as identified with KPMG’s review of 

Financial & Accounting Systems - including identifying the work which could be taken 

forward separately by the use of additional resources to undertake specific projects. 

 

Action 19: The NAO to consider the impact of the report’s findings on the stewardship 

of PHSO’s resources within the annual audit process. 

 

11.11  

  

 

 

  

 

  

  

 

  

 

 

 

 

 

 

 

Action 20: Managing Director and Executive Team to consider the overall stewardship 

issues raised across the agenda, to consider, as part of the 2016/17 business plan and 

budget, how these would be safely addressed, taking appropriate advice and soundings 

from both internal and external audit. 

 

11.12  
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Action 21: Gill Kilpatrick to review the Financial Management & Governance 

Improvement Plan to ensure the concerns raised in KPMG’s review of Financial & 

Accounting Systems are incorporated and addressed with due priority. 

Action 22: Gill Kilpatrick to report the findings of KPMG’s review of Financial & 

Accounting Systems to the Board. 

 

Action 23: Gill Kilpatrick to ensure that PHSO’s savings plan process is included on the 

organisation’s financial processes heat map. 

 

Dame Julie Mellor left the meeting at this point.  

 

 Corporate Performance Management 

11.13  

 

 The Committee noted the 

report and was pleased by the assurance it provided. 

 

 Value for Money Arrangements 

11.14  

 

 

 

 

11.15  
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Action 24: Gill Kilpatrick to provide management response on the recommendations in 

KPMG’s report on PHSO’s Value for Money arrangements. 

 

Action 25: NAO to consider providing to PHSO the comparative analysis of different 

Ombudsman organisations that the NAO had shared with the Local Government 

Ombudsman. 

 

 

12 AUDIT COMMITTEE REVIEW OF EFFECTIVENESS OF KPMG 

12.1  

 

  

 

  

 

 

 

 

 

 

12.2  
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Action 26: KPMG to produce a suite of effectiveness questionnaires for the Committee, 

which Redacted - section 40(2) FOIA will circulate to Members in correspondence. 

 

13 INFORMATION GOVERNANCE COMPLIANCE STATISTICAL REPORT, Q3 2015/16 

13.1 The Committee noted this report and made no comments on it. 

14 FRAUD AND REGULARITY ISSUES 

14.1 The Committee noted this report. 

 

15 SINGLE TENDER ACTIONS 

15.1  

  

 

  

 

  

 

 

 

Action 27: Gill Kilpatrick to consider the Committee’s feedback on the single tender 

actions report as part of the review of procurement in PHSO. 

 

16 AUDIT COMMITTEE FORWARD PROGRAMME 

16.1 The Committee noted that its forward programme would need to be reworked in 

the light of events during the meeting, and agreed that it should include 

everything that a properly functioning Audit Committee must do over a period of 

time. 

 

17 ANY OTHER BUSINESS 

17.1  
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17.2  

 

 

 

Action 28: NAO to send a copy of its draft interim audit report to the Audit Committee 

Chair for information. 

 

17.3 It was noted that this was Sir Jon Shortridge’s last meeting as Chair of the Audit 

Committee. Members thanked him for his leadership of the Committee. 

 

END. 

 




