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EXECUTIVE SUMMARY

Purpose of the Annual Audit Letter

This Annual Audit Letter summarises the key issues arising from 

the work that we have carried out in respect of the year ended 

31 March 2019. 

It is addressed to the CCG but is also intended to communicate 

the key findings we have identified to key external 

stakeholders and members of the public.

Responsibilities of auditors and the CCG

It is the responsibility of the CCG to ensure that proper 

arrangements are in place for the conduct of its business and 

that public money is safeguarded and properly accounted for. 

Our responsibility is to plan and carry out an audit that meets 

the requirements of the National Audit Office’s (NAO’s) Code of 

Audit Practice (the Code). Under the Code, we are required to 

review and report on:

• The financial statements, regularity of income and 

expenditure and auditable parts of the remuneration and 

staff report;

• Whether the CCG has made proper arrangements for 

securing economy, efficiency and effectiveness in its use of 

resources.

BDO LLP

10 September 2019

Audit conclusions

The opinions listed above were issued on 24 May 2019, ahead of the 

deadline of 29 May 2019. 

We recognise the value of your co-operation and support and would 

like to take this opportunity to express our appreciation for the 

assistance provided during the audit.

Audit area Conclusion

Financial statements Unmodified opinion

Regularity Unmodified opinion

Remuneration and staff 

report

Unmodified opinion

Use of resources Unmodified conclusion

Other reporting 

requirements

No other issues reported
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FINANCIAL STATEMENTS

Audit conclusion

We issued an unqualified audit opinion on the financial statements.  

This means that we consider that the financial statements give a 

true and fair view of the financial position and its net expenditure 

for the year.

We issued an unmodified regularity opinion. 

We did not identify any material misstatements in the information in 

the Remuneration and Staff Report and so we issued an unmodified 

opinion on the audited part of this report. 

We had no exceptions to report in relation to the arrangements in 

place to secure economy, efficiency and effectiveness in the use of 

resources. 

2019

MATERIALITY

£14.6 million

14%

Unadjusted differences vs. 

materiality

Final materiality

Materiality was calculated at £14.6 million based on a benchmark of 

1.75% of gross expenditure.

Material misstatements 

We did not identify any material misstatements. 

Unadjusted audit differences 

We identified audit adjustments that, if posted, would increase the 

surplus in year by £2.096 million. 
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AUDIT RISKS OVERVIEW

As identified in our Audit Planning Report presented to the Governance and Audit Committee in January 2019 (updated in April 2019) we 

assessed the following matters as being the risks of material misstatement in the financial statements. Those rated as significant had the 

greatest effect on: the overall audit strategy; the allocation of resources in the audit and the direction of the efforts of the engagement 

team.

Audit Risk Risk Rating

Significant Management 

Judgement Involved

Error 

Identified

Control Findings to be 

reported

Management override of 

controls

Significant Yes Yes, unadjusted No

Expenditure Recognition 

(non-NHS)

Significant No Yes, unadjusted No

Delegated co-

commissioning

Normal No No No
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FINANCIAL STATEMENTS

We set out below the risks that had the greatest effect on our audit strategy, the allocation of resources in the audit, and the direction of 

the efforts of the audit team.

Risk description How the risk was addressed by our audit Results

Management override

of controls: ISA (UK) 

240 presumes that 

management is in a 

unique position to 

perpetrate fraud

We carried out the following planned audit procedures:

• Reviewed and verified large and unusual journal 

entries made in the year, agreeing the journals to 

supporting documentation. We determined key risk 

characteristics to filter the population of journals. We 

used our IT team to assist with the journal extraction.

• Reviewed estimates and judgements applied by 

management in the financial statements to assess their 

appropriateness and the existence of any systematic 

bias.

• Obtained an understanding of the business rationale 

for significant transactions that are outside the normal 

course of business for the entity or that otherwise 

appear to be unusual. 

Our audit work on journals did not identify any issues,

and we did not identify any transactions outside the 

normal course of business. 

Our audit work on estimates identified one 

misstatement. The prescribing cost accrual of £14.127 

million at 31 March 2019 was based on the forecast 

outturn expenditure. Due to the delay in making cash 

payments to prescribing contractors, accruals are 

expected for two months of costs based on the most up 

to date available information.  During the audit we had 

access to more up to date information and calculated 

that the CCG had over accrued for prescribing costs  

and recorded an uncorrected overstatement of £1.309 

million.

Non-NHS expenditure 

recognition: there is 

a risk that material 

misstatements may 

occur through the 

manipulation of 

expenditure 

recognition

We carried out the following planned audit procedures:

• Gained an understanding of the CCG’s internal control 

environment for the significant expenditure streams, 

including how this operates to ensure that expenditure 

is recognised in the correct accounting period.

• Tested an increased sample of non-NHS expenditure to 

ensure it was recorded in the correct period and it had 

been accounted for in accordance with the Group 

Accounting Manual. 

No issues were identified within our testing of non-NHS 

expenditure and cut-off. 

Our testing on non-NHS accruals identified a net over 

accrual of £196,000 relating to consolidated funding 

framework payments to practices. The CCG based the 

estimate on the assumption that all localities would 

receive the funding, however during the audit we had 

access to more up to date information which indicated 

that that the estimate was overstated. We extrapolated 

this error to be £787,000 over the untested population 

of non-NHS accruals.
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USE OF RESOURCES

Audit conclusion

We issued an unqualified use of resources conclusion, as we had no exceptions to report in relation to the arrangements in place to secure 

economy, efficiency and effectiveness in the use of resources. 

We set out below the risks that had the greatest effect on our audit strategy.

Risk description How the risk was addressed by our audit Results

Sustainable resource

deployment

We carried out the following planned audit procedures:

• Reviewed the financial performance of the CCG 

through analysis of the 2018/19 outturn position.

• Reviewed the 2018/19 QIPP outturn and how the 

CCG had worked with providers to achieve savings 

and tested a sample of schemes.

• Considered the plans and proposals the CCG had for 

identifying the 2019/20 QIPP schemes to achieve 

the planned savings contained within the QIPP plans 

for future years and tested a sample of schemes. 

• Reviewed the CCG’s Medium Term Financial 

Strategy to ensure assumptions are robust and 

reasonable.

• Held meetings with key individuals to discuss the 

medium term financial position and assumptions 

made.

The CCG reported a breakeven position for 2018/19. This

was dependent upon utilising its £5.035 million of non-

current allocation and all of its contingency reserve of 

£3.7 million. The CCG has set a breakeven budget for 

2019/20. 

The CCG delivered £12.64 million of savings in 2018/19 

(94% of the target), leaving a shortfall of just £0.81 

million. 

The savings target for 2019/20 is £13.00 million with 

schemes fully identified. This is a 3% reduction compared

to the 2018/19 target and is 1.5% of the CCG’s 

expenditure but remains a significant challenge. However, 

the CCG has demonstrated its ability to deliver significant 

levels of savings through the measures and processes put 

in place in 2018/19. The CCG has also identified a number 

of potential schemes to be implemented in 2019/20 which 

have yet to be quantified and included in the plan.

Taken together with the CCG’s past performance, the 

savings monitoring and budget setting process in place we 

have concluded that the CCG has appropriate 

arrangements for ensuring the sustainable deployment of 

resources.
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REPORTS ISSUED AND FEES

Fees summary

2018/19

£

2017/18

£

Audit fee: 

CCG financial statements and use of resources 45,300 45,300

Non-audit services:

Fees for audit related services (Mental Health Investment 

Standard Statement of Compliance)

8,500 -

Total fees 53,800 45,300

Reports Date To whom

Audit Planning Report December 2018 Governance and 

Audit Committee

Audit completion report Draft to Committee 13 May 2019

Final version 24 May 2019

Governance and 

Audit Committee

Communication



FOR MORE INFORMATION: The matters raised in our report prepared in connection with the audit are those we 

believe should be brought to your attention. They do not purport to be a complete record 
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