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Public Sector Audit Appointments Ltd (PSAA) have issued a ‘‘Statement of responsibilities of auditors and audited bodies”. It is available from the Chief Executive of each audited
body and via the PSAA website (www.psaa.co.uk)
The Statement of responsibilities serves as the formal terms of engagement between appointed auditors and audited bodies. It summarises where the different responsibilities of
auditors and audited bodies begin and end, and what is to be expected of the audited body in certain areas.
The “Terms of Appointment (NHS and smaller bodies)” issued by PSAA sets out additional requirements that auditors must comply with, over and above those set out in the
National Audit Office Code of Audit Practice (the Code) and statute, and covers matters of practice and procedure which are of a recurring nature.
This Annual Audit Letter is prepared in the context of the Statement of responsibilities. It is addressed to the Directors/Members of the audited body, and is prepared for their sole
use. We, as appointed auditor, take no responsibility to any third party.
Our Complaints Procedure – If at any time you would like to discuss with us how our service to you could be improved, or if you are dissatisfied with the service you are receiving,
you may take the issue up with your usual partner or director contact. If you prefer an alternative route, please contact Steve Varley, our Managing Partner, 1 More London Place,
London SE1 2AF. We undertake to look into any complaint carefully and promptly and to do all we can to explain the position to you. Should you remain dissatisfied with any aspect
of our service, you may of course take matters up with our professional institute. We can provide further information on how you may contact our professional institute.
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Executive Summary
We are required to issue an annual audit letter to NHS West Suffolk Clinical Commissioning Group (the CCG) following completion of our audit
procedures for the year ended 31 March 2017.
Below are the results and conclusions on the significant areas of the audit process.
Area of Work

Conclusion

Opinion on the CCG’s:
►

Financial statements

Unqualified – the financial statements give a true and fair view of the financial position of the
CCG as at 31 March 2017 and of its expenditure and income for the year then ended.

►

Regularity of income and expenditure

Unqualified – financial transactions were conducted within the CCG legal framework.

Parts of the remuneration and staff report to
be audited

We had no matters to report.

Consistency of the Annual Report and other
information published with the financial
statements

Financial information in the Annual Report and published with the financial statements was
consistent with the Annual Accounts.

►

►
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Area of Work

Conclusion

Reports by exception:
Consistency of Governance Statement

The Governance Statement was consistent with our understanding of the CCG.

Referrals to the Secretary of State and NHS
England

We had no matters to refer.

►

Public interest report

We had no matters to report in the public interest.

►

Value for money conclusion

We had no matters to report.

►
►

Area of Work

Conclusion

Reporting to the CCG on its consolidation
schedules

We concluded that the CCG’s consolidation schedules agreed, within a £250,000 tolerance,
to your audited financial statements.

Reporting to the National Audit Office (NAO)
in line with group instructions

We had no matters to report.
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As a result of the above we have also:
Area of Work

Conclusion

Issued a report to those charged with
governance of the CCG communicating
significant findings resulting from our audit.

Our Audit Results Report was issued on 18 May 2017.

Issued a certificate that we have completed the
audit in accordance with the requirements of
the Local Audit and Accountability Act 2014
and the National Audit Office’s 2015 Code of
Audit Practice.

Our certificate was issued on 25 May 2017.

We would like to take this opportunity to thank the CCG staff for their assistance during the course of our work.

Mark Hodgson
Executive Director
For and on behalf of Ernst & Young LLP
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Purpose
The Purpose of this Letter
The purpose of this annual audit letter is to communicate to Members and external stakeholders, including members of the public, the key issues
arising from our work, which we consider should be brought to the attention of the Clinical Commissioning Group (CCG).
We have already reported the detailed findings from our audit work in our 2016/17 Annual results report to the 22 May 2017 Joint Audit
Committee, representing those charged with governance. We do not repeat those detailed findings in this letter. The matters reported here are the
most significant for the CCG.
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Responsibilities
Responsibilities of the Appointed Auditor
Our 2016/17 audit work has been undertaken in accordance with the Audit Plan that we issued on 7 February 2017 and is conducted in
accordance with the National Audit Office's 2015 Code of Audit Practice, International Standards on Auditing (UK and Ireland), and other guidance
issued by the National Audit Office. As auditors we are responsible for:
Expressing an opinion:
►

On the 2016/17 financial statements;

►

On the regularity of expenditure and income;

►

On the parts of the remuneration and staff report to be audited;

►

On the consistency of other information published with the financial statements, including the annual report; and

►

On whether the consolidation schedules are consistent with the CCG’s financial statements for the relevant reporting period.

Reporting by exception:
►

If the annual governance statement does not comply with relevant guidance or is not consistent with our understanding of the CCG;

►

To the Secretary of State for Health and NHS England if we have concerns about the legality of transactions of decisions taken by the
CCG;

►

Any significant matters that are in the public interest;

►

Forming a conclusion on the arrangements the CCG has in place to secure economy, efficiency and effectiveness in its use of resources;
and

►

Reporting on an exception basis any significant issues or outstanding matters arising from our work which are relevant to the NAO as
group auditor.

Responsibilities of the CCG
The CCG is responsible for preparing and publishing its statement of accounts, annual report and annual governance statement. It is also
responsible for putting in place proper arrangements to secure economy, efficiency and effectiveness in its use of resources.
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Financial Statement Audit
Key Issues
The Annual Report and Accounts is an important tool for the CCG to show how it has used public money and how it can demonstrate its financial
management and financial health.
We audited the CCG’s Statement of Accounts in line with the National Audit Office’s 2015 Code of Audit Practice, International Standards on
Auditing (UK and Ireland), and other guidance issued by the National Audit Office and issued an unqualified audit report on 25 May 2017.
Our detailed findings were reported to the 22 May 2017 Joint Audit Committee and 24 May 2017 Governing Body meeting.
The key issues identified as part of our audit were as follows:
Significant Risk

Conclusion

Risk of management override

In order to address this risk we carried out a range of procedures including:

Under ISA240 there is a presumed risk that
revenue may be misstated due to improper
recognition of revenue.

►

Testing the appropriateness of journal entries recorded in the general ledger (using our
data analytics tool to search on specific phrases in the journal narrative and other criteria
such as days of the week posted);
Reviewing significant accounting estimates (e.g. accruals of Continuing Healthcare and
Prescribing) for evidence of management bias including a review of the methodology used
to calculate the estimates at the year-end;

In the public sector, this requirement is modified
by Practice Note 10, issued by the Financial
Reporting Council, which states that auditors
should also consider the risk that material
misstatements may occur by the manipulation
of expenditure recognition.

►

Our view is that Commissioning Spend is the
greatest area of risk so we will focus our testing
in this area.

We have not identified any material weaknesses in controls or evidence of material
management override.

►
►

Evaluating the business rationale for significant unusual transactions; and
Testing judgements made by management on the classification of programme and
administration expenditure, ensuring the classification is compliant with relevant
guidance.

We have not identified any instances of inappropriate judgements being applied.
We did not identify any other transactions during our audit which appeared unusual or
outside the CCG’s normal course of business.
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Significant Risk

Conclusion

Risk of fraud in revenue recognition

In order to address this risk we carried out a range of procedures including:

As identified in ISA (UK and Ireland) 240,
management is in a unique position to
perpetrate fraud because of its ability to
manipulate accounting records directly or
indirectly and prepare fraudulent financial
statements by overriding controls that
otherwise appear to be operating effectively. We
identify and respond to this fraud risk on every
audit engagement.

►
►

►

►

►

►

Reviewing and testing expenditure recognition policies;
Reviewing expenditure with the CCG’s key providers of healthcare, reconciling
expenditure disclosed to underlying contracts and testing reconciling items in accordance
with our established testing threshold;
Testing a sample of accruals for reasonableness based on our established testing
threshold;
Reviewing and discussing with management material accounting estimates on revenue or
expenditure recognition for evidence of bias;
Performing cut-off testing of transactions both before and after year-end to ensure that
they were accounted for in the correct year; and
Reviewing the results of the Department of Health Agreement of Balances exercise,
investigating significant variances.

Our testing did not identify any material misstatements with respect to revenue and
expenditure recognition.
Overall, our audit work did not identify any material issues or unusual transactions which
indicated that there had been any misreporting of the CCG’s financial position.
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Our application of materiality
When establishing our overall audit strategy, we determined a magnitude of uncorrected misstatements that we judged would be material for the
financial statements as a whole.
Item

Thresholds applied

Planning materiality

We determined planning materiality to be £3.065 million (2016: £2.986 million), which is 1%
of gross expenditure reported in the accounts of £307 million.
We consider gross expenditure to be one of the principal considerations for stakeholders in
assessing the financial performance of the CCG.

Reporting threshold

We agreed with the Audit Committee that we would report to the Committee all audit
differences in excess of £0.153 million (2016: £0.149 million)

Audit differences

We identified one misstatement within the draft financial statements which management
chose not to adjust. This related to the understatement of provisions by £0.280 million. The
CCG had not recognised their share of a provision in respect of property charges levied by
NHS PropCo. This was not in line with a formal risk share agreement between themselves
and NHS Ipswich and East Suffolk CCG.

We also identified the following areas where misstatement at a level lower than our overall materiality level might influence the reader. For these
areas we developed an audit strategy specific to these areas. The areas identified and audit strategy applied include:
►

Remuneration disclosures including any severance payments, exit packages and termination benefits: we applied no materiality and all
items were checked and amended where required.

►

Related party transactions. All values were checked and amendments made where required.

We evaluate any uncorrected misstatements against both the quantitative measures of materiality discussed above and in light of other relevant
qualitative considerations.
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Value for Money
We are required to consider whether the CCG has put in place ‘proper arrangements’ to secure economy, efficiency and effectiveness on its use of
resources. This is known as our value for money conclusion.
Proper arrangements are defined by statutory guidance issued by the National Audit Office. They comprise your arrangements to:




Take informed decisions;
Deploy resources in a sustainable manner; and
Work with partners and other third parties.

Informed
decision making

Proper arrangements for
securing value for money

Sustainable
resource
deployment

Working with
partners and
third parties
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We identified two significant risks in relation to these arrangements. The table below presents the findings of our work in response to the risks
identified and any other significant weaknesses or issues to bring to you attention.
We therefore anticipate having no matters to report about your arrangements to secure economy, efficiency and effectiveness in your use of
resources.
Significant Risk

Conclusion

Sustainability and Transformation Plan

Our approach focussed on the arrangements in place at the CCG, working with its
STP partners, during 2016/17 for:

The Sustainability and Transformation Plan (STP) give
local NHS organisations and councils the opportunity to
work together to improve the way health and social
care is designed and delivered.
The STP involves some 26 organisations in East and
West Suffolk and North East Essex (NESS), including
ambulance, hospitals, community services and social
care. The NESS STP submission summarises the
financial position across the health economy and gives
an indication of the scale of the financial challenge:
►

►

►

The current combined annual budget for health and
social care is £1.8 billion;
Current expenditure for 2016/17 is expected at
£1.89 million, and is set to grow in future years, by
inflation of between 2% and 4%, acute demand
growth of 2.5% and growth in demand for other CCG
commissioned services of 2%-4%.
In 2016/17, the STP Health economy brought
forward a combined accumulated deficit totally
£84m. The deficit sits largely with the system’s
three main acute providers; £27.1 million – Ipswich
Hospitals Trust, £11.1 million – West Suffolk
Hospital, £41.7 million – Colchester Hospital
University FT with a further £4.8 million within the
Mental Health Trusts.

►

Defining the governance arrangements to support STP delivery;

►

Engaging in the STP process;

►

►

Working with the STP partners to progress the STP from high level planning to a
more detailed delivery model; and
Demonstrating how the STP will contribute to the financial sustainability of the
CCG in the context of the health economy.

We considered both STP wide and CCG specific arrangements, including the
development of the STP; the challenges faced; levels of engagement and
collaboration; and governance.
The CCG’s Operational Plan and the STP have been aligned to ensure the system is
operating most effectively to achieve common goals.
A system wide STP Steering group has been established to oversee the development
of the NESS STP and membership included the Chief Executives from both the Health
and Local Government sectors.
(Continued on next page)
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►

►

Without change, the in-year position for health
organisations by 2020/21 will be unsustainable.
The aim is that the solutions will deliver a balanced
in year position by 2020/21 however a cash
solution will still be required to address the historic
deficit.

The following organisations are part of this approach:
►
►

►

Suffolk and Essex county councils;
Mid Suffolk, Forest Heath, Tendring, St Edmundsbury, Suffolk Coastal, Colchester,
Ipswich and Babergh district and borough councils;
North East Essex, Ipswich and East Suffolk and West Suffolk clinical
commissioning groups;

►

Suffolk GP Federation and GP Primary Choice, Essex GP Federation;

►

Colchester Hospital, Ipswich Hospital and West Suffolk Hospital;

►

Suffolk Community Healthcare and Anglian Community Enterprise;

►

Norfolk and Suffolk NHS Foundation Trust and North Essex Partnership Trust;

►

Healthwatch Suffolk and Healthwatch Essex;

►

East of England Ambulance Trust; and

►

Suffolk and Essex local medical commitees.

Financial plans continue to be developed across the STP area. The STP has predicted
a £362m system (health and social care) gap between forecast cost and funding in
the financial year 2020/21.
Progress on the development of the STP has been reported to the CCG Governing
Body and monthly meetings take place with NHS England/NHS Improvement. No
overarching formal monitoring arrangements have been agreed to ensure that the
STP is on target to meet its financial targets. Reliance is place on each organisation
achieving its own agreed targets.
We have no significant weaknesses to report to the Committee.
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Significant Risk

Conclusion

Primary Care Co-Commissioning
Primary care co-commissioning is one of a series of
changes set out in the NHS Five Year Forward View.
Co-commissioning aims to support the development of
integrated out-of-hospital services based around the
needs of local people. It is part of a wider strategy to
join up care in and out of hospital and could lead to a
number of benefits for patients and the public
including:
►

►

Improved access to primary care and wider out-ofhospitals services with more services available
closer to home;
out-of-hospital care.

►

services and reduced health inequalities.
►

A better patient experience through more joined up
services.

Our approach focussed on the arrangements the CCG developed during 2016/17 for
defining the governance, reporting and monitoring arrangements to support the joint
commissioning approach, with NHS England.
The CCG has been involved in Joint Commissioning with NHS England for the last two
years.
The CCG has taken on delegated commissioning responsibility for primary medical
(GP) services from 1 April 2017.
It is recognised that giving CCGs more control over general practice is critical to local
sustainability and transformation planning. It is part of a wider strategy to support
the development of place-based commissioning and is a key enabler of the
development of new care models.
The Primary Care Commissioning Committee was established during the year, setting
up the responsibilities and undertaking delegated commissioning functions going
forwards.
A signed Delegation Agreement between West Suffolk CCG and NHSE is now in place.
We have no significant weaknesses to report to the Committee.

In 2016/17 the CCG has taken on an increased role in
the commissioning of GP services through joint
commissioning committee with NHS England. The plan
is to progress to full delegated commissioning in
2017/18.
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Other Reporting Issues
NHS England Group Instructions
We are only required to report to the NAO on an exception basis if there were significant issues or outstanding matters arising from our work.
There were no such issues.

Annual Governance Statement
We are required to consider the completeness of disclosures in the CCG’s annual governance statement, identify any inconsistencies with the other
information of which we are aware from our work, and consider whether it complies with relevant guidance.
We completed this work and identified a small number of areas where further disclosure was required to reflect template provided by NHS England.
The CCG amended the annual governance statement to include these areas.

Referral to Secretary of State
We must report to the Secretary of State any matter where we believe a decision has led to, or would lead to, unlawful expenditure, or some action
has been, or would be, unlawful and likely to cause a loss or deficiency. We had no exceptions to report.

Report in the Public Interest
We have a duty under the Local Audit and Accountability Act 2014 to consider whether, in the public interest, to report on any matter that comes
to our attention in the course of the audit in order for it to be considered by the CCG or brought to the attention of the public.
We did not identify any issues which required us to issue a report in the public interest.

Control Themes and Observations
It is the responsibility of the CCG to develop and implement systems of internal financial control and to put in place proper arrangements to
monitor their adequacy and effectiveness in practice. Our responsibility as your auditor is to consider whether the CCG has put adequate
arrangements in place to satisfy itself that the systems of internal financial control are both adequate and effective in practice.
As part of our audit of the financial statements, we obtained an understanding of internal control sufficient to plan our audit and determine the
nature, timing and extent of testing performed. As we have adopted a fully substantive approach, we have therefore not tested the operation of
controls.
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Although our audit was not designed to express an opinion on the effectiveness of internal control we are required to communicate to you
significant deficiencies in internal control.
We have not identified any significant deficiencies in the design or operation of an internal control that might result in a material misstatement in
your financial statements of which you are not aware.

Other audit issues arising
Severance Payment
The CCG entered into a severance payment with an ex-member of staff during the year. Within the Public Sector the expectation should be that any
employee will work out their notice unless there are clear justifiable reasons why this should not be the case.
Whilst the Remuneration Committee met in relation to this case, only a high level synopsis of the position was formally minuted and there was no
clear formal documentation which supported the rationale for payment, or approval from NHS England. We carried out further procedures to
confirm the rationale for the payment and are satisfied that they were appropriate to the circumstances. However, we were not satisfied that
appropriate documentation supported the governance arrangements in this case.
Recommendation: The Governing Body and the Remuneration Committee needs to satisfy itself that the process for making any such future
payments follow the extant guidance, include all the appropriate approvals and that the process is clearly documented.
Note 4.4 Exit packages agreed in the financial year
One exit package was agreed during the year, with the full cost of £0.096 million being disclosed within Note 4.4 of West Suffolk CCG’s financial
statements. This exit package was in respect of a shared statutory role, therefore it was deemed appropriate to share these costs between the two
respective CCGs. However, given it is a statutory role, we requested that an additional note be included in both Ipswich & East Suffolk, and West
Suffolk CCG’s statements to disclose their respective share of these costs.
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Focused on your future
Area

Issue

Impact

Sustainability
and
Transformation
Plans

The CCG’s QIPP savings are linked to the planned savings identified
alongside the STP partners. The savings in place are extensive to
meet the needs of the area over the next 3 years.

If the STP and partners do not meet the planned
savings, the CCG may struggle to meet its QIPP target
for 2017/18 of £10.4 million. This would mean the
CCG did not meet its control total for the year.

Fully Delegated
Commissioning

The CCG is taking on fully delegated commissioning in 2017/18 and
all arrangements have been put in place for this.

The responsibility for delegated commissioning will
increase the CCG’s expenditure budget by £34.1
million.
As a result our audit testing strategy will require
revision in 2017/18 and we will have early
discussions with the CCG about the implications for
our audit.

Office
relocation

West Suffolk CCG along with Ipswich and East Suffolk CCG are
relocating to Endeavour House, Ipswich, later this year.

The CCG needs to ensure that the move is supported
by a fully costed business case to demonstrate that
the move secures value for money for the CCG.
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Appendix A

Audit Fees

Our fee for 2016/17 is in line with the scale fee set by the PSAA and reported in our 18 May 2017 Audit Results Report.

Description
Total Audit Fee – Code work

Final Fee 2016/17

Planned Fee 2016/17

Scale Fee 2016/17

Final Fee 2015/16

£’s

£’s

£’s

£’s

48,750

48,750

48,750

48,750

We confirm we have not undertaken any non-audit work outside of the PSAA’s requirements.
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