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1
PARTIES TO THE AGREEMENT

1.1
The parties to the agreement are (INSERT AUDIT PROVIDERS NAME), "The Audit Service" and (INSERT CLIENTS NAME),  "The Client".
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PURPOSE

2.1
The purpose of the agreement is:-




*
To specify the agreed services which are to be provided by the Audit Service to the Client for the duration of the agreement;




*
To specify the Client's responsibilities and the basis of charging by the Audit Service in return for the provision of these services; and




*
To provide a basis on which the services provided may be reviewed against agreed levels of performance for both quality and quantity.
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DURATION

3.1
The agreement shall subsist for a one year period commencing 1st April 2003 and shall continue upon the terms and conditions herein contained until replaced by an alternative SLA or until the client ceases to be a member of the Internal Audit Consortium.

3.2
The Audit Consortium Constitution covers the rules concerning the withdrawal of a member. 
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SPECIFICATION OF SERVICES PROVIDED

4.1
The Audit Service will provide a service in accordance with the Client's Internal Audit Strategy and Annual Audit Plan as agreed by the Client's Audit Committee.  The plan will include the provision of the Head of Internal Audit Opinion Statement in line with the latest guidance.


4.2
The Client's Annual Audit Plan will include an agreed number of audit days held as contingency time which the Director of Finance may use at his discretion.  Where contingency time is not available to cover unforeseen circumstances or special investigations the Director of Internal Audit will agree how the required time can be made available with the Director of Finance. Any additional days required will be at the rates set out in Paragraph 5.2. 

4.3

seq level2 \h \r0 
The services provided under this agreement will be planned, carried out and managed in accordance with the NHS Internal Audit Standards prescribed by the NHS Executive as best professional practice for internal audit in the NHS.



4.4
The NHS Internal Audit Standards fully satisfy the guidance contained in the "Audit Guideline" issued by the accounting profession's Auditing Practice Board.


4.5
The audit will be conducted in accordance with the Audit Service's own quality system documentation.

4.6
The Audit Service shall not be liable for any losses or damages howsoever occasioned and of whatever nature arising out of or connected with information deliberately withheld by the Client from the Audit Service.
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PRICE & PAYMENT ARRANGEMENTS

5.1
The agreed programme of work will be charged at the standard rates agreed annually by the Consortium Board. All ad hoc work will be considered to be unplanned unless subject to a firm commitment for the year in question. Travel and other expenses are additional charges. The charge for planned work shall be payable quarterly, subject to the Audit Service submitting invoices to the Client.

5.2
The Audit Service will respond to requests from the Client for extra services in addition to those contained in the Annual Audit Plan, providing this will not impact upon other clients agreed plans.  All additional services will be subject to separate agreement with the Director of Finance. Charges for such work will be agreed in advance and will be calculated on the basis of actual cost of provision.


5.3
During the period of the agreement changes to the core service resulting in a reduced requirement for audit days will only result in a reduction in charges if the audit days can be utilised by another Consortium member, sold elsewhere, or would allow for a reduction in staffing levels.  
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VARIATIONS TO THE AGREEMENT

6.1
Any variation to this agreement shall only be made with the consent and concurrence of both parties hereto.


6.2
Unless specified in the Client's audit plan the level of service does not allow for major changes or developments in systems, operating procedures and organisational structures.  Any such changes, which require additional audit input, would be subject of a separate agreement.  It will be the Client's responsibility to ensure that the Audit Service is informed of such changes. 


6.3
Should there be any unanticipated major systems weaknesses or significant control failures which make it impossible to meet all the Audit Service's objectives within the audit plan, this will be brought to the attention of the Client's management at the earliest moment and the implications agreed in terms of the impact upon the audit plan or resources required.  All such occurrences will be reported to the Client's Audit Committee.
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FRAUD & OTHER IRREGULARITIES
7.1 In the event that any fraud or other irregularities being revealed by the auditor's work or otherwise brought to the attention of the Audit Service the Local Counter Fraud Specialist (LCFS) will be informed immediately in line with the agreed protocol. 

7.2 Internal Audit will co-operate fully with the LCFS throughout any investigation within the confines of the resources that have been made available by the Director of Finance. 

7.3 (Where Internal Audit is providing the Local Counter Fraud Specialist this arrangement will be subject to a separate agreement. Resources required for such work will be agreed in advance with the Director of Finance and will be presented in a Local Counter Fraud Plan. Time will not be made available from within the agreed Annual Audit Plan)
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MONITORING & DISPUTES

8.1
For the purposes of monitoring the performance of the agreement, a designate manager shall exercise responsibility and authority on behalf of the Client and will directly liase with the designated Audit Manager who represents the Audit Service. 


8.2
To effectively manage the operational aspects of this agreement, the Director of Finance will review performance.

8.3
At intervals in line with the meetings of the Audit Committee, the Director of Finance will be provided with a breakdown of days charged against the plan, Performance Indicators agreed with the client, as specified in Appendix II, together with a brief report of significant issues relating to the period.   


8.4
The final report of the year will provide an annual overview of internal audit activity in a form that can be presented to the Audit Committee. This report will also summarise the responses contained in post audit questionnaires completed by the Client's staff that have been subject to audit.


8.5
Normally before the commencement of all audit work, the Director of Finance and the line manager with responsibility for the area under review will be given advance notice in writing and be invited to discuss the audit brief. The Director of Finance will be immediately advised of all significant issues.


8.6
At the end of each audit assignment there will be a closure meeting between the Audit Service and the Line Manager/Audit Liaison Officer/Director of Finance to ensure that all matters have been resolved.


8.7
All third party evaluations of the adequacy of Internal Audit carried out will be passed to the Audit Committee.


8.8
The Director of Internal Audit will formally seek the opinion of the Director of Finance on the adequacy of Internal Audit. This will be achieved by periodic meetings and questionnaires.


8.9
In the event of the Client being dissatisfied with any aspect of the service it shall require to notify the Audit Service of such matter in writing and permit the Audit Service a period within which to remedy such matter. The means of remedy may be agreed between the Director of Finance and the Director of Internal Audit as most appropriate to the circumstances. Any dispute between the parties may be referred to the Consortium Board.
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CONFIDENTIALITY

9.1
This agreement shall be deemed as confidential to both parties and their respective employees, and no detail whatsoever shall be divulged to any unauthorised third party without the prior written permission of the signatories to this agreement.


9.2
All data, information, audit plans and reports will be regarded as strictly confidential to the Client and their Auditors (subject to their remit).


9.3
For the avoidance of doubt, no details whatsoever of the Client's business obtained during the course of the audit shall be divulged to any unauthorised third party, excluding External Audit and LCFS, without the prior written permission of the Director of Finance or his designated officer.


9.4
In the event of material breach of confidentiality provisions the Client shall have the right to terminate the agreement upon giving written notice to that effect.


9.5
The Audit Service will however be able to use and quote any data that has been published or is held in the public domain (eg: Audited Annual Accounts, HFMA and CIPFA statistics and other sources of publicly available information). 


9.6
All audit files, working paper, reports and other documents specific to the Client shall remain the property of the Client.  All archive material will be stored on the Client's property or such other location as authorised by the Client.


9.7
All current audit files, working papers, reports and other documents specific to the Client will be held by the Audit Service in secure lockfast filing cabinets located in designated Internal Audit accommodation.


9.8
Access to all current documents will be restricted to Internal and External Audit or other staff specifically authorised by the Client.

10

seq level1 \h \r0 
CONFLICTS OF INTEREST

10.1
In the event that any matter arises relating to this agreement which in the view of the Director of Internal Audit constitutes a conflict of interest she will immediately seek to quantify and resolve the matter as appropriate with the Director of Finance and if necessary the Audit Committee. 


10.2
A register of interest of all audit staff will be maintained and the relevant sections will be disclosed to the client

11seq level1 \h \r0 
TERMS OF REFERENCE

11.1The Audit Service will operate under the Terms of reference agreed annually with the Audit Committee. In particular the Director of Internal Audit will retain the right to plan, perform and report audit work independently.
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CLIENT RESPONSIBILITIES

12.1The Client undertakes to meet all charges as specified in Section 5 of this agreement.


12.2
The Client undertakes to agree to abide by the Consortium rules as laid down.


12.3 The Client shall nominate a responsible officer to act as Liaison Officer. The officer will liase with Internal Audit on all day to day aspects of the audit function, and as such will have the authority to agree variations and authorise additional work or disclosure to third parties.


12.4 In order to provide unrestricted audit coverage, the client will ensure the Audit Service shall be entitled, without necessarily giving prior notice, to require and receive access to all records, documents and correspondence relating to any financial and other transactions of the Client, its properties and personnel which the Director of Internal Audit deems to be relevant to those areas to be addressed by the agreed audit plan. 


12.5 The Client's Line Managers will respond to draft audit reports within 4 weeks of the date of receipt. This response will normally be a written response to the findings and action plan specifying the agreed action taken or to be taken with details of which officer is responsible for the action and the date of implementation.



12.6
The Client retains the right to accept or reject the advice given by the Audit Service. Disagreements with audit recommendations and other management comments will be noted in the final report.



12.7
The Client's management undertake to implement agreed Action Plans within specified timescales or to notify the Audit Service as soon as possible of the reasons why such implementation will not be achievable.


12.8  The Client will provide the Audit Service with appropriate office accommodation (with heating, ventilation, power points, telephone, desks and chairs) located within the Client's premises or will pay for such accommodation at another location.
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AUDIT SERVICE RESPONSIBILITIES

13.1 The Audit Service undertakes to supply a quality service to the Client. Work will performed in a professional manner in accordance with NHS Internal Audit Standards, statutory legislation and current guidance issued by the NHS Executive.  The overall objective being to deliver a Head of Internal Audit Opinion Statement to the Chief Executive as specified by the Department of Health. 


13.2 Internal audit work is most effectively undertaken when full co-operation is received from the client. The Audit Service will ensure close liaison with the Client's management and all audit work undertaken will be fully discussed with line management before commencement and before any formal reports are issued, subject to any special requirements. Draft reports will be issued to the Line Manager and the Director of Finance/Audit Liaison Officer within 4 weeks of completion of the audit fieldwork. Final reports will be issued within 1 week of suitable responses being received from the client


13.3 Wherever possible Internal Audit will seek to agree suitable times for audit work with individual managers but if  there is unreasonable delays either in setting up audit work, carrying out field work or clearing reports the Audit Liaison Officer/Director of Finance will be informed immediately.


13.4 Subject to paragraph 6.2 the Audit Service will advise on controls to be incorporated in new or revised systems before implementation. It will also provide a consultancy service at the request of the client. Where such services are provided the Director of Internal Audit will ensure there are no conflicts of interest in any subsequent audit review of the same area. 


13.5 The Audit Service will ensure that the Client's views are taken into account during consultation on any proposed changes in the intended service both within and beyond the period of this agreement.



13.6 Unless special reporting procedures are requested, a draft report will be prepared at the end of each assignment and issued as a confidential document restricted to the Line Manager with direct responsibility for the area under review and the Director of Finance/Audit Liaison Officer.

13.7 The Audit Service will seek the Client's response to the draft report and managers will be given the opportunity to comment on the contents before a final report is issued. The express aim of this procedure is to enable agreement of the factual content of the report and to obtain the manager's response to the audit findings. 

13.8 Final reports including the Action Plan with target dates for the implementation of agreed action, will be issued to the relevant Line Managers, Director of Finance, Chief Executive, Audit Committee Members and External Audit . The report will also indicate the nature and timing of follow up work. This report will be issued within one week of satisfactory management responses being received.


13.9 Services bought from third parties, will if required be audited by the Audit Service on behalf of the Client as a user of its services providing the Client has built right of access into Service Level Agreements with the third party. Any issues raised by that audit work will be reported to the Client for their attention. However where ever possible assurance will be sought from the principle internal audit provider for the third party.  Where this is the case Internal Audit will provide an opinion on the level of assurance that can be taken from such work.


13.10 The Audit Service will seek full co-operation with other NHS Authorities and the Client's management if joint action is required to correct any weaknesses.


13.11 Where the client provides services for other third parties Internal Audit will provide the required assurance to other auditors as specified in the Service Level Agreements with the third parties providing any additional days needed to provide this has been approved by the Clients Director of Finance/Audit Liaison Officer



13.12 The Director of Internal Audit will have the right to report directly to the Chief Executive and/or the Chairman of the Trust if in her opinion, the circumstances warrant this course of action. This right would normally only be exercised after consultation with the Director of Finance.



.

13.13 Internal Audit will provide a report to every Audit Committee in the format agreed with the Audit Committee. The style and content of this report will be subject to review at least annually with the Audit Committee. 



13.14 The Director of Internal Audit will seek to foster constructive working relationships with the Client's  External Auditors.



The Director of Internal Audit's relationship with External Auditors will be based on the understanding of the different roles and she will seek to maximise the return from the total audit resource available by avoiding any unnecessary overlapping of work.


The co-operation will involve meetings, exchanges of plans, reports and other information as appropriate to the remit of each set of auditors.




The Director of Internal Audit will provide the Audit Committee with such information as they may require regarding the extent of co-operation between the Audit Service and the Client's External Auditors.
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POINTS OF CONTACT

14.1 The points of contact for each of the parties shall be as specified in Appendix I
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 SIGNATORIES TO THE AGREEMENTS


IN WITNESS WHEREOF these presents typewritten on this and the preceding 6 pages are executed as follows:-


FOR THE CLIENT:

Signed

.......................................................


Print Name
.......................................................


Designation
.......................................................


Date


........................................................


FOR THE AUDIT SERVICE:

Signed

.......................................................


Print Name
.......................................................


Designation
.......................................................


Date


........................................................


APPENDIX I
POINTS OF CONTACT

FOR THE CLIENT:
FOR THE AUDIT SERVICE:










Director of Internal Audit









  
     Audit Site Manager

APPENDIX II

PERFORMANCE INDICATORS

Indicator

















Frequency

Planned days to actual days











Every Audit Committee

Time elapse from completion of audit

file to review stage to issue of draft











report – Target 4 weeks












Every Audit Committee

Management response to draft reports

Target 4 weeks















Every Audit Committee

Production of final report after receipt

of satisfactory management responses





Target 1 week















Every Audit Committee

Analysis of Post Audit Questionnaires








Annually to Audit Committee

Outcome of any External Reviews









As received

Benchmarking results













As received
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