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 20 June 2015 

 

The Governing Body 

NHS Sunderland Clinical Commissioning Group 

Pemberton House 

Colima Avenue  

Sunderland 

SR5 3XB 

  

  

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 Sunderland Clinical Commissioning Group’s (CCG) 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 the CCG throughout the year, both Committee Members 

and in particular the finance team.  

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 Sunderland 

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 26 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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02 

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 26 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 or material errors. The Acting Chief Finance Officer amended the draft 

accounts for a small 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 did not highlight any significant issues. 

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 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 (VfM) in its use of resources, based on the two specified reporting 

criteria, as set out below.  

 

 

 

 

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. 

 

The table overleaf shows commentary alongside each aspect of the two criteria along with 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 – financial 

resilience 

   
 

Criterion Aspect Commentary on arrangements In place? 

Arrangements 
for securing 
financial 
resilience 

Financial 
Governance 

 

 

 

 

 

 

 

The CCG is in a comparatively strong financial 
position and was able to deliver a surplus position 
of £19.119 million 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 assume full delegated 
responsibility for commissioning primary care 
services and for the first year of the operation of 
the Better Care Fund which, with a pooled value of 
approximately £150 million is one of the largest in 
the country.   

Financial 
Planning 

The CCG has refreshed its five year strategic plan as 
well as its latest operational plan taking into 
account the ‘5 year forward view’ and ‘Everyone 
Counts’. Its plans include the useful summary ‘plan 
on a page’.  The CCG’s own assessment of whether 
its plan is realistic refers to its ability to use 
reserves and non-recurring monies to smooth the 
transition from the current to the future state –to 
enable transformation. 

The strategic plan is based upon realistic 
assumptions, in line with planning guidance. In 
particular, a prudent approach has been taken to 
growth assumptions as detailed below.  

Despite it’s carried forward surplus, the CCG is not 
complacent and is focused on managing its budget 
within lower levels of growth in the future given its 
‘distance from target’ in terms of funding.  

Yes 

Yes 
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The VfM conclusion – financial 

resilience continued 
 

 

 

Criterion Aspect Commentary on arrangements In place? 

Arrangements 
for securing 
financial 
resilience 

Financial 
Control 

The CCG actively and effectively manages 
performance during the year, demonstrated by its 
outturn for the year, with no significant variances 
between the outturn and the forecast position.  

Finance reports are regular and in a user-friendly 
format. Reporting includes monthly reports to the 
Executive Committee, regular verbal updates to 
the Audit Committee with an overarching review of 
financial performance by the Governing Body. 

The CCG is not reliant on one-off measures to 
achieve its targets or achieve a balanced financial 
position. It is keenly aware of the need to use its 
surplus wisely, investing in initiatives which will 
contribute to its transformation agenda. 

Yes 
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The VfM conclusion – the 3 Es 

 

 

 

Criterion Aspect Commentary on arrangements In place? 

Arrangements 
for 
challenging 
economy, 
efficiency and 
effectiveness 

Prioritising 
resources 

The transformation agenda is key to the CCG’s 
ambitions for ensuring better patient outcomes for 
residents. 
The CCG produced a new report in the year; 
reporting on how it is achieving VfM in terms of 
the outcomes being achieved. This is good 
practice. The report, which the CCG anticipates will 
be developed over the years to come, in terms of 
its measures and what is reported, has led to the 
identification of a number of actions, investigating 
both variances and also actions required. This 
report is potentially an invaluable tool to the CCG 
in considering whether inputs are truly achieving 
VfM in terms of outputs; building on this baseline 
is the next step. 
The CCG works closely with its partners and has an 
overarching awareness of the level of savings 
required across the entire Sunderland health 
economy. For example, the CCG is well represented 
at both safeguarding boards and provides support 
to the sub-committees of both boards. 
 

Improving 
efficiency 
and 
productivity 

 

The CCG has a good understanding of costs and 
performance. Its comparative performance is set in 
the context of the historic health inequalities and 
levels of deprivation in the area; addressing these 
inequalities is undoubtedly a challenge for the 
CCG. 

The CCG has monitored closely the results of the 
service auditor report in respect of its 
Commissioning Support Unit (CSU), North of 
England Commissioning Support Unit (NECS). It has 
documented its consideration of identified control 
failures and compensating controls in place within 
the CCG in its Annual Governance Statement. 

The CCG has taken action recently to strengthen 
arrangements around both the monitoring and 
recording of conflicts of interest. 

As highlighted earlier, there is robust monitoring of 
the achievement of the QIPP programme by the 
QIPP steering group. Robust challenge of the 
efficiency programme should be maintained. 

Yes 

Yes 
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The VfM conclusion 

 

 

 Evidence Auditor assessment 

Achievement of 
performance and 
other targets 

 

 

 

 

 

 

 

As set out in its Annual Report, the CCG acknowledges targets have not been met 
for a number of key areas, namely:  
• Accident and Emergency: 92.57% achieved against the 95% standard for over 

four hour waits;  
• Referral to Treatment (RTT); 
• ambulance response times (red incidents); 
• healthcare acquired infections (HCAI); and  
• improving access to psychological therapies (IAPT).  
 
Whilst these targets have not been met, understanding the context and extent of 
underperformance is important in assessing the performance of the CCG as a 
whole. 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. For example, staffing issues at North East Ambulance Service. 
 

Performance 
against budgets 
and other 
financial targets 

All business rules for 2014/15 have been met, in line with in-year projections. A 
balanced budget has been set for 2015/16 onwards.  
Other performance areas are considered below.  
• QIPP programme: achievement of the QIPP programme for 2014/15 was in line 

with the target.  
• Key pressure areas: the CCG continues to monitor closely key budget pressure 

areas, in particular prescribing and packages.  
• Continuing healthcare: the CCG has recognised a potential new risk in relation to 

continuing healthcare, following the recent announcement of a cut-off of March 
2017 for retrospective claims (for processing claims to be paid from the national 
pool) and is taking appropriate action to minimise any resulting financial 
liabilities. The CCG is also aware the revised 2015/16 assurance framework is to 
include a focus on on-going continuing healthcare. 

 
The CCG has met all its financial targets for 2014/15, including: 
• delivery of a minimum of a 1% surplus (actual of 4.2% 2014/15, 4% 2013/14); 
• maintain running costs (administration expenditure) within the allocation 

(underspend of £1.467 million 2014/15, £0.670 million 2013/14); 
• maintain capital spending within allocations (nil capital allocation in both 

2014/15 and 2013/14); and 
• ensure cash spending is within the cash limit set (target met). 

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.  
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The VfM conclusion 

  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 the CCG did not have proper 

arrangements in place 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 was issued.  
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04 

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 

The CCG is in a comparatively strong financial position, with a carried forward surplus of 

£19.119 million. It is not however complacent and is focused on managing its budget within 

lower levels of growth in the future given its ‘distance from target’ in terms of funding. In 

2014/15, it has achieved efficiencies of just under £3 million. 

As highlighted by the CCG itself, the level of its surplus is both an achievement and a risk 

requiring on-going monitoring (with a cumulative surplus of £15.9 million forecast for 

2015/16). Drawdown of £3 million in respect of three business cases has been approved for 

2015/16, including Accident and Emergency Transformation Support. 

 

Financial plan risks 

In order to deliver the financial plan the CCG has identified a number of risks it is actively 

addressing in order to ensure it delivers the level of transformation required.  These are 

summarised below.  

 

• Scale of savings required in coming years: the CCG estimates approximately £250 

million of savings are required in the coming years across the Sunderland health economy, 

which will inevitably present both challenges as well as opportunities for transformation. 

£3.5 million of efficiency measures are sought for 2015/16.   

 

• Continuing the transformation agenda: as highlighted by the CCG itself, 2015/16 is the 

year when many planned initiatives should start to bear fruit.  Driving forward the 

transformation agenda is of course central to the ambitions of the CCG and maintaining 

this focus is a challenge which should not be underestimated given the varied pressures 

facing both the CCG and its partners.   

 

• Primary care co-commissioning from 2015/16: these are significant new responsibilities 

applying from April 2015 with an estimated value of approximately £36 million.  The CCG 

has recognised the importance of having appropriate arrangements in place. Following 

revision of its Constitution, the CCG is setting up a sub-committee for primary care co-

commissioning and has already set-up a sub-group for incident reporting following on from 

local area team concerns over the completeness of GP reporting.   

The CCG has updated its 2015/16 assurance framework to include a corporate objective in 

respect of the development and delivery of primary care co-commissioning, with a number 

of gaps in assurance and controls which will require addressing.  

 

• Scale of the Better Care Fund (BCF) in year one, 2015/16: at approximately £150 

million, this is one of the largest pooled budgets in the country, with the CCG committing 

significantly in excess of the minimum required and showing its commitment to the 

integration agenda.  We carried out an initial high level desktop review, confirming robust 

governance arrangements are in place and identifying some minor recommendations for 

enhancing arrangements.  
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Future challenges 

• BCF continued. The CCG has included the integration of health and social care as a 

corporate objective in its assurance framework, highlighting work to be completed in 

respect of the joint commissioning team and fully establishing the reporting process.  A risk 

share agreement for overspending is in place.  

The success of the BCF is central to the transformation of out of hospital model of care 

across Sunderland, along with Vanguard status. 

 

• NHSE assurance framework ratings  

2013/14: ‘assured’ 

2014/15: ‘assured with support' 

2015/16: ‘to be confirmed’ 

 

The CCG is aware that there is a risk that it’s assurance rating for 2015/16 will be “Limited 

assurance – requires improvement”. The 2014/15 rating relates to performance issues 

arising mainly from Referral to Treatment (RTT) and Accident and Emergency waits.  

Whilst these remain a concern for the CCG in 2015/16, it continues to work with it’s 

partners to secure improvement. If successful this is likely to lead to an improved 

assurance rating in 2015/16. 

 

• Continuing healthcare: the 2015/16 revised assurance framework will place a greater 

emphasis on continuing healthcare. The CCG is looking for a radical change to the current 

way of working in line with the integration agenda to create a co-ordinated nurse and social 

care team around the assessment and case management of individuals with continuing 

health care funding.  There are additional challenges in respect of retrospective claims 

following the recently announced March 2017 cut-off date; the CCG is taking appropriate 

action to manage this potential risk.  

 

• Over activity: there is always the risk of over-activity especially on payment by results 

elective and non-elective activity, but the CCG does have agreed activity plans with major 

providers and a contingency reserve to manage such risk. 

 

• Prescribing: highlighted as an area at risk of overspend due to historic issues, the CCG is 

proactively tackling this area along with other areas of overspend including packages. 
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05 

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 February 2015 

Progress update / report to Audit Committee To each Audit Committee meeting 

Audit Completion Report, including follow-up 

letter 

May 2015 

Auditors Report (signed opinion) 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 Audit Committee on 1st September 2015 
prior to submission to the Governing Body.  

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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Should you require any further information, please do not hesitate to 
contact us.  

Cameron Waddell 

Director 

 

0191 383 6314 

07813 752053 

cameron.waddell@mazars.co.uk 

 

The Rivergreen Centre 

Aykley Heads 

Durham 

DH1 5TS 

  

 

 

 

 

Mazars LLP is the UK firm of Mazars, an international advisory and accountancy organisation 
and is a limited liability partnership registered in England with registered number OC308299  A 
list of partners names is available for inspection at the firm’s registered office, Tower Bridge 
House, St Katharine’s Way, London E1W 1DD.   

We are registered to carry on audit work in the UK by the Institute of Chartered Accountants in 
England and Wales.  Details about our audit registration can be viewed at 
www.auditregister.org.uk under reference number C001139861.  © Mazars June 2015 
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