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17 June 2015

The Governing Body

NHS Northumberland Clinical Commissioning Group

County Hall

Morpeth

NE61 2EF

Dear Governing Body Members

Annual Audit Letter 2014/2015

I am delighted to present to you our Annual Audit Letter for the 2014/15 audit year. The purpose of this document 

is to summarise the outcome of the audit of NHS Northumberland Clinical Commissioning Group (CCG)’s 

2014/15 annual accounts and our work on the value for money conclusion. 

We carried out our audit in accordance with the Code of Audit Practice for NHS bodies as issued by the Audit 

Commission and delivered all expected outputs in line with the timetable established by NHS England. 

I would like to express my thanks for the assistance of all the finance team in both the CCG and in North of 

England Commissioning Support (NECS) as well as management and the Audit Committee.

If you would like to discuss any matters in more detail then please do not hesitate to contact me on 0191 383 

6314.

Yours faithfully

Cameron Waddell

Mazars LLP
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Our reports are prepared in the context of the Audit Commission’s ‘Statement of 

responsibilities of auditors and audited bodies’. Reports and letters prepared by 

appointed auditors are addressed to Governing Body members, Lay Members, 

Directors, or Managers are prepared for the sole use of the audited body and we 

take no responsibility to any Governing Body member, Lay Member, Director or 

Manager in their individual capacity or to any third party.

Mazars LLP is the UK firm of Mazars, an international advisory and accountancy 

group. Mazars LLP is registered by the Institute of Chartered Accountants in 

England and Wales.
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Key messages

This Annual Audit Letter 

summarises the findings 

from our 2014/15 audit 

of NHS Northumberland 

Clinical Commissioning 

Group (the CCG).
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Key messages

In 2014/15 our audit of the CCG was made up of three elements:
• auditing your financial statements including a review of the Annual Governance 

Statement and Annual Report including auditing certain sections of the Remuneration 
report;

• assessing arrangements for achieving value for money (VfM) in your use of resources; 
and

• reporting to the CCG that its consolidation information was consistent with the audited 
statements. 

We reported the detailed findings from our audit work to those charged with governance 
(members of the Audit Committee) in the Audit Completion Report on 21 May 2015.
The key conclusions for each element are summarised below:

Audit of the financial statements
We issued an audit report including an unqualified opinion on the CCG’s financial statements 
on 27 May 2015. The audit progressed smoothly and identified only a small number of errors, 
with no significant issues or material errors. The draft financial statements were of a good 
quality as were the standard of supporting working papers. 

Value for money
We carried out sufficient, relevant work, in line with the Audit Commission’s guidance, so that 
we could conclude on whether you had in place, for 2014/15, proper arrangements to secure 
economy, efficiency and effectiveness in your use of the CCG’s resources.
We were required to consider two specified criteria:
• the CCG has proper arrangements in place for securing financial resilience; and
• the CCG has proper arrangements for challenging how it secures economy, efficiency 

and effectiveness.
We issued an unqualified value for money conclusion on 27 May 2015.

Consistency report
On 27 May 2015 we reported to the CCG that the consolidation information it submits to 
NHSE (which NHSE consolidates to prepare its own accounts) was consistent with the 
audited accounts.
.
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Financial 

statements

The CCG produced 

good quality accounts. 

This supported an 

efficient audit and we 

issued an unqualified 

opinion before the 

deadline.
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Financial statements
Audit of the financial statements
We audited the CCG’s financial statements in line with auditing standards and we reported 
the detailed findings of the audit to the 21 May 2015 Audit Committee in our Audit Completion 
Report and subsequent follow up letter. We issued an audit report including an unqualified 
opinion on the CCG’s financial statements and the remuneration report on 27 May 2015. This 
enabled the CCG to submit its audited annual report and accounts to NHS England before 
the 29 May 2015 deadline. 

Preparation of the accounts
The CCG presented us with draft accounts in accordance with the national deadline which 
were of a good quality as was the standard of supporting working papers which were made 
available from the start of the audit fieldwork. Other supporting evidence was produced on a 
timely basis throughout the audit. 

Issues arising from the audit of the accounts
The audit progressed smoothly, and identified only a small number of errors, with no 
significant issues and no material errors. The Chief Finance Officer amended the draft 
accounts for a number of disclosure changes identified during the audit. These were primarily 
to improve the presentation of the accounts and were not a reflection of poor processes by 
the CCG.

Annual Report
We reviewed the draft of the CCG’s annual report and worked with the CCG to improve some 
areas as it was finalised. A few amendments were made to the Remuneration Report.

Annual Governance Statement (‘AGS’)
The AGS is drafted by the CCG to provide assurance to the reader over how it is managed 
and how it has dealt with risks in the year. We reviewed the AGS to see whether it complied 
with relevant guidance and whether it was misleading or was inconsistent with what we know 
about the CCG. We found no areas of concern to report in this context. 

Regularity opinion
We give our opinion on whether you have used the CCG’s money as Parliament intended and 
whether you have done so in accordance with the various authorities governing the 
transactions. Our work did not identify any issues and we issued an unqualified regularity 
opinion on 27 May 2015.

Weaknesses in internal control 
Our work on the CCG’s financial systems identified no significant weaknesses in internal 
control.

Consistency report
On 27 May 2015 we reported to the CCG that its consolidation template was consistent with 
the audited accounts.
.
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Securing 

economy, 

efficiency and 

effectiveness 

(the VfM

conclusion)

Our work shows that the 

CCG maintained proper 

arrangements for 

securing VfM in its use 

of resources during 

2014/15. 
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The VfM conclusion

For 2014/15, we were required to give a statutory conclusion on the CCG’s arrangements to 
secure Value for Money in its use of resources, based on the following two specified reporting 
criteria:

Criteria Focus of the criteria

The CCG has proper 

arrangements in place for 

securing financial resilience.

The CCG has robust systems and processes to manage financial risks and 

opportunities effectively, and to secure a stable financial position that 

enables it to continue to operate for the foreseeable future.

The CCG has proper 

arrangements for 

challenging how it secures 

economy, efficiency and 

effectiveness.

The CCG is prioritising its resources within tighter budgets, for example by 

achieving cost reductions and by improving efficiency and productivity.

As part of our work, we also:
• review your annual governance statement;
• review the work of other relevant regulatory bodies or inspectorates to the extent the results 

of the work have an impact on our responsibilities (none in 2014/15); and
• carry out any risk-based work we determined to be appropriate (none in 2014/15).

Like other public sector bodies, the CCG faces a number of challenges and in light of these we 
reviewed the CCG’s arrangements for managing financial risks and securing a stable financial 
position. We identified a significant risk in the Audit Strategy Memorandum relevant to the 
financial resilience criteria of the value for money conclusion regarding financial pressures 
faced from reduced funding and increasing demand from services. We addressed this risk by 
reviewing overall budget monitoring and reporting and reviewed progress in implementing the 
financial recovery plan as the financial year progressed and we have no further issues to 
report to members. 

The table below shows commentary alongside each aspect of the two criteria and we have 
indicated alongside each a rating. This is followed by a reality check section. All are green 
indicating that the expected arrangements were found to be in place in each area and an 
unqualified VfM conclusion has been issued.
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The VfM conclusion

Criterion Aspect Commentary on arrangements In place?

Arrangements 

for securing 

financial 

resilience

Financial 

Governance

2014/15 was a challenging year for the CCG which 

started the year with a significant recurrent deficit. 

The CCG was able to deliver a break-even surplus 

position of £304k (0.07%) as planned and agreed 

with NHS England. A strong finance team is in 

place with good capacity. The CCG has further 

developed its governance arrangements to 

commission primary care in conjunction with NHS 

England and for the first year of the operation of 

the Better Care Fund (pooled value of 

approximately £24.5 million).  The CCG partnership 

agreement with the local authority for the 

management of continuing health care patients is 

working well. The CCG has shared the partnership 

agreement with all CCGs across the North East and 

Cumbria. 

Financial 

Planning

The CCG has refreshed its five year strategic plan as 

well as its latest operational plan taking into 

account the ‘NHS five year forward view’ and 

‘Everybody Counts’. The strategic plan is based 

upon realistic assumptions, in line with planning 

guidance. In particular, a prudent approach has 

been taken to growth assumptions. All 2014/15 

QIPP targets have been met. The 2015/16 planned 

surplus £300k relies on QIPP targets being met. 

Financial 

Control

The CCG actively and effectively managed 

performance during the year, demonstrated by a 

small surplus for the year, with no significant 

variances between the outturn and the forecast 

position. Finance reports were provided regularly,  

Monthly reports to JLEB, regular updates to the 

Resources and Performance Committee with 

overarching review of financial performance by the 

Governing Body.

2015/16 is the final year of the financial recovery 

plan and the first year of the implementation of 

the five year strategy, which has been agreed 

across all partners. The CCG has developed a two 

year medium term financial plan. Pressure areas 

are identified e.g. prescribing. A number of key 

financial risks requiring on-going monitoring, 

including the Better Care Fund, primary care co-

commissioning and efficiencies are highlighted.

Yes

Yes

Yes
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The VfM conclusion

Criterion Aspect Commentary on arrangements In place?

Arrangements 

for 

challenging 

economy, 

efficiency and 

effectiveness

Prioritising 

resources

The CCG worked closely with its partners and has 

an overarching awareness of the level of savings 

required across the entire Northumberland health 

economy. The CCG’s plans have been aligned with 

the Health and Wellbeing Board (HWB) strategic 

priority areas.  

Out of area mental health placements were 

significantly cut in 2012/13 by the former care 

trust. In the absence of locally provided services 

for patients with very complicated needs, spending 

rose  and so the CCG introduced a ‘repatriation’ 

scheme with the main mental health provider that 

brought patients back to their home county. The 

CCG has reduced spend by £0.8 million, all

reinvested in mental health services.

Northumberland organisations worked together to 

develop joint commissioning under Section 117 for 

all of those patients with a learning disability. This 

work is expected to deliver c£1 million in savings, 

in addition to the improvements in patient 

outcomes.

Improving 

efficiency 

and 

productivity

The CCG has a good understanding of costs and 

performance in the context of the historic health 

inequalities and levels of deprivation in the area. 

Continuing Healthcare (CHC) spend in 

Northumberland was traditionally very high. The 

CCG and the LA signed a partnership agreement to 

enable the LA to undertake an assessment and 

review function and the commissioning of care 

packages which included incentives to promote 

financial control on the part of the LA and included 

a gain share schedule. Spend reduced in 2014/15.

Research indicated that the CCG had an estimated 

£6 million higher spend on musculoskeletal (MSK) 

services than would be expected for its size and 

demographics which was corroborated with

national benchmarking data. The CCG agreed a 

reduced spend of £4 million for 2014/15 with the 

main MSK provider.

Yes

Yes
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The VfM conclusion

Evidence Auditor assessment

Achievement of 

performance and 

other targets

Providers serving Northumberland residents delivered some of the strongest 

Accident  and Emergency wait times performance in the country . The 95% 

national target was achieved in 2014/15.  The CCG also achieved the wide 

range of cancer targets in the year.  Access to services was improved, enabling 

more patients to be seen within two weeks of referral by a GP. 

The CCG acknowledged however that targets have not been met for some 

areas, including ambulance response times and  Mental Health services . 

Based on our assessment, the CCG is taking appropriate action to improve 

performance in these areas. There is also an impact on performance of factors 

largely within the control of providers and which are similarly affecting other 

CCGs in the North East eg staffing issues at North East Ambulance Service and 

ambulance handover delays. 

Performance against 

budgets and other 

financial targets

All financial duties for 2014/15 have been met, in line with in-year projections 

and as set out in the table below. A balanced budget has been set for 2015/16 

onwards. 

QIPP programme - achievement of the QIPP programme for 2014/15 was in 

line with the target.

Key pressure areas - the CCG continued to monitor closely key budget pressure 

areas, in particular prescribing and packages. 

Overall assessment (‘Reality check’)
Having gathered evidence of the CCG’s arrangements for each criterion we conducted 
a ‘reality check’ summarised below, building upon our existing knowledge of the CCG, 
which indicated that the CCG has adequate arrangements in place for each criterion. 

Annual Governance Statement
We reviewed the CCG’s Annual Governance Statement (AGS) to identify if there were any 
issues disclosed by the CCG that would lead us to consider that the CCG did not have proper 
arrangements for securing economy, efficiency and effectiveness. Our review did not identify 
any such issues.

Overall Conclusion
Our overall conclusion, having carried out a ‘reality check’, is that the CCG has adequate 
arrangements in place for each criterion and an unqualified VFM conclusion has been issued.
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Future 

challenges

The CCG continues to 

manage the significant 

financial and other 

operational challenges it 

faces in 2015/16 and 

beyond.
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Future challenges

Financial challenges
This second year of operation was inevitably still a challenging period for the CCG and a 
combination of sound financial management and planning contributed to ensuring that the 
CCG achieved financial balance again in 2014/15. Nevertheless, the financial position 
remains tight with the operating financial plan for 2015/16 showing a small surplus of £300k  
(0.07%) for the year. The plan shows the progress the CCG is making towards being in a 
healthy recurrent position by 2016/17. 
The CCG is in the final year of its financial recovery plan and this will be the first year of the 
implementation of the five year strategy, which has been agreed across all partners and 
endorsed by the Health and Wellbeing Board. The CCG has developed a two year medium 
term financial plan, which outlines the level of the challenge required to achieve all of NHS 
England’s financial planning assumptions.

The CCG is required to deliver £6.7 million of QIPP savings (excluding Better Care Fund 
reductions) in 2015/16 in order to achieve breakeven. Each key scheme has a detailed 
schedule and work plan and is monitored throughout the year. The QIPP requirement in 
2016/17 is anticipated to be met by further work on same day acute / primary care demand as 
Northumberland moves towards a fully integrated Primary and Acute Care (PACS) system.

Financial Plan Risks
In order to deliver the financial plan the CCG has identified the following risks that must be 
managed carefully:
Continuing healthcare (CHC) over spend : continuing healthcare expenditure is continuing to 
fall due to the gainshare arrangement that the CCG has in place with the Local Authority. 
Under this arrangement a number of large packages of care have been reviewed and 
reduced during 2014/15 and the CCG hopes to see further benefits from this during 2015/16 
which will mitigate any over spending that may occur. The fixed partnership agreement 
ensures that all financial risk is mitigated in-year.
Legacy provisions: i n 2015/16 the CCG will again be required to contribute to the risk pool in 
proportion to the allocation. The funding of £1.2 million has been set aside as part of the 
reserve figure.
Acute over performance : the CCG still faces a risk of increased activity, particularly in urgent 
and emergency care. Providers have been under significant pressure in the early part of this 
year. There is increased uncertainty of patient flows when the new Northumbria Specialist 
Emergency Care Hospital (NSECH) opens in the spring. The CCG is working to implement a 
risk share with Northumbria Healthcare to limit exposure to increased activity, but has also 
retained the 0.5% contingency to offset some risk.

Prescribing : the medicines management programme is anticipated to deliver significant 
savings and help manage the budget. 
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Future challenges

Financial planning assumptions: note that the new funding formula for local health commissioning 
is based on more accurate, detailed data and includes a deprivation measure specifically aimed at 
tackling health inequalities. All CCGs will receive a basic funding increase matching inflation with the 
areas deemed to be most underfunded receiving more. 

Better Care Fund (BCF): the CCG has worked in partnership with Northumberland County 
Council (the Council) to develop the Better Care Fund plan for 2015/16. The plan was signed 
off by the Northumberland Health and Wellbeing Board, submitted in September and is fully 
approved by NHS England. The plan has been aligned with the operational plan of the CCG.
Within the Northumberland BCF plan there is an element of funding that is at risk should non-
elective and ambulatory care admissions/attendances for the defined population not reduce 
at the required rate. The level of risk identified is around £4 million and the CCG continues to 
hold risk-share discussions with the main provider and Council in order to agree how this risk 
is managed between partners. The BCF will operate under a Section 75 pooled budget 
arrangement which is due to be signed in the very near future.
Other challenges
A number of other challenges which the CCG faces in the coming year are noted below and 
on which we will monitor progress over the coming months.
Northumberland Specialist Emergency Care Hospital ( NSECH)
The NSECH is due to open in June 2015 and this brings a number of risks to the CCG. Once 
the hospital opens there is a risk of increases in non-elective activity impacting financially. 
The CCG is mitigating the risks by:
• Comparing the number and case-mix of people presenting to the emergency 

departments year to year; and
• agreeing a risk share between the CCG and the provider, Northumbria Healthcare NHS 

Foundation Trust
Primary Care Co-commissioning
In January 2015 the CCG agreed to commission primary medical care for the people of 
Northumberland on a joint commissioning arrangement with NHS England. NHS England 
have issued revised guidance on effective management of conflicts of interest. In order to 
comply with the guidance the CCG will be required to maintain:
• up-to-date registers of interest;
• a register of procurement decisions; and
• also be explicit about how non-compliance with local arrangements on managing conflicts 

of interest will be addressed. 
There is a risk to the CCG that if local arrangements on managing conflicts of interest are not 
robust enough it will be unable to show NHS England that it has complied with the revised 
guidance resulting in potential harm to the CCG’s reputation and loss of autonomy for the 
CCG to commission primary medical care. The CCG plans to revise the current policy on 
standards of business conduct in line with the new guidance, and the approaches to 
management of conflicts of interest will be considered on an ongoing basis as part of CCG 
assurance
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Fees and 

closing 

remarks

The 2014/15 audit was 

delivered within the 

scale fee set by the Audit 

Commission.
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Fees and closing remarks

Report Date issued

2014/15 Audit Fee Letter April 2014

Audit Strategy Memorandum January 2015

Progress reports to Audit Committee To each Audit Committee meeting.

Audit Completion report, including follow up 
letter

May 2015

Auditors Report May 2015

Annual Audit Letter June 2015

We can confirm the final audit fee for 2014/15 was £90,000 plus VAT. We have discussed and 
agreed this letter with officers and will present it to the Governing Body on 17 June 2015. 
During the audit year we have continued to support the CCG in other ways, including: 
• Attendance at Audit Committees where we inform the Committee about progress on the audit, 

report our key findings and update it about developments in the NHS, CCGs, and the wider 
environment.

• Hosting events for staff, such as our NHS Accounts workshops and the Better Care Fund 
seminar. 

Further detailed findings, conclusions and recommendations in the areas covered by the audit 
are included in the reports issued to the CCG during the year, which are summarised below.

The CCG has taken a positive and constructive approach to our audit and I wish to thank the 
Governing Body and Audit Committee for their support and co-operation during our audit. We 
would also like to record our appreciation for the assistance and co-operation provided to us 
during our audit by staff from both the CCG and NECS. 

We are committed to supporting the CCG move forward with clarity of purpose and strong 
governance and accountability arrangements. Mazars currently audits a further ten CCGs and 
advises many other NHS bodies across the country. We will meet with the CCG and NECS to 
learn lessons from the 2014/15 audit and will continue to share our insights from other CCGs, 
across the NHS and relevant knowledge from the wider public and private sector.
.
Cameron Waddell
Director
June 2015
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