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1. Introduction 
The Purpose of this Letter 

The purpose of this Annual Audit Letter is to summarise the key issues arising from the work that we have carried out during the 
first year of the Clinical Commissioning Group’s (CCG’s) operation.  

This letter has been prepared in the context of the Statement of Responsibilities of Auditors and Audited Bodies issued by the Audit 
Commission and will be published on the Audit Commission website. 

Responsibilities of the auditor and the CCG 

We were appointed as the CCG’s independent external auditor by the Audit Commission, the body responsible for appointing 
auditors to local public bodies in England, including CCGs. 

As the CCG’s external auditor, we have a broad remit covering financial and governance matters. We target our work on areas 
which involve significant amounts of public money and on the basis of our assessment of the key risks to the CCG achieving its 
objectives. 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. We have considered how the CCG fulfilled these responsibilities. 

The scope of our work 

Our main responsibility as your appointed auditor is to plan and carry out an audit that meets the requirements of the Audit 
Commission’s Code of Audit Practice (the Code). Under the Code, we are required to review and report on:  

 the CCG’s accounts; and 

 whether the CCG has made proper arrangements for securing financial resilience and for challenging how it secures 
economy, efficiency and effectiveness. 

This letter summarises the significant issues arising from both these areas of work. A list of all reports issued to the CCG in relation 
to the audit for the year ended 31 March 2014 is provided in Appendix 1. 
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2. Financial audit 
Key issues arising from the audit of the accounts 

We were able to issue an unqualified opinion on the CCG’s accounts on 6 June 2014 meeting the deadline set by the Department 
of Health. Our opinion confirmed that the accounts gave a true and fair view of the CCG’s financial affairs and of the income and 
expenditure recorded by the CCG during the year.  Before we give our opinion on the accounts, we are required to report to the 
CCG’s Audit and Assurance Committee significant matters arising from the audit. A detailed report was presented to the CCG’s 
Audit and Assurance Committee on 3 June 2014. 

As appointed auditors we are required to draw a conclusion regarding the CCG’s arrangements to secure economy, efficiency and 
effectiveness of its use of resources (the Value For Money (VFM) conclusion) and for 2013/14 we have issued an unqualified Value 
For Money conclusion, (see section 3 for further details).   

Accounting and auditing Issues 

We did not identify any material disclosure deficiencies and considered the accounts to be fairly presented in accordance with the 
disclosure requirements. 

Adjustments 

There were no uncorrected misstatements identified through our audit which exceeded our threshold for reporting to those charged 
with governance, see Appendix 2.  
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2. Financial audit (continued)  
Financial Standing 

NHS CCGs have a number of key statutory duties and non-statutory financial targets (summarised below).  The CCG met all these 
duties and targets. 

Target Performance Target Met? 

Expenditure not to exceed income / Revenue resource use does 

not exceed the amount specified in the Directions.  

Surplus of income over expenditure was 

£5,490k. 

Yes 

Revenue administration resource does not exceed the amount 

specified in the Directions. 

Surplus of Resource underspend was £884k. Yes 

To meet the target of paying at least 95% of invoices within 30 

days in accordance with the Better Payment Practice Code. 

The CCG paid 97.60% (by value) of its non-

NHS creditors within 30 days. It also paid 

99.85% by value of its NHS creditors within 30 

days. 

Yes 
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3. Value for Money 
Under the Health Act 2012 and the Audit Commission Code of Audit Practice, auditors are required to satisfy themselves that 
CCGs have put in place proper arrangements for securing economy, efficiency and effectiveness in their use of resources. 

For 2013/14, the Audit Commission did not apply its two specified reporting criteria when auditors of CCGs give their statutory 
conclusion on arrangements to secure VFM in recognition of the fact that CCGs are new organisations, whose arrangements are 
developing following authorisation.  

The Audit Commission therefore directed that Auditors would meet their VFM duty for 2013/14 by: 

 reviewing the Annual Governance Statement; 

 reviewing the results of the work of the Commission and other relevant regulatory bodies or inspectorates (including NHS 
England reviews), to consider whether there is any impact on the auditor's responsibilities at the audited body; and 

 undertaking other local risk-based work as required, or any work mandated by the Commission. 

As part of our audit we completed our review of the Annual Governance Statement and made recommendations for adjustment and 
improvement which were accepted by management. 

In respect of the second duty we completed a risk assessment of the CCG’s arrangements based upon the risk factors stipulated 
by the Audit Commission and concluded that there were no specific local risk factors which required further focussed risk based 
work. 

The Audit Commission did not mandate any further work in respect of VFM for 2013/14. 

Following this work we were able to issue an unqualified conclusion in respect of value for money for 2013/14.  
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4. Conclusions 
Key recommendations 

A recommendation was made to the CCG that they should ensure NHS North of England Commissioning Support (NECS) take 
appropriate actions to mitigate the control deficiencies identified in the service auditors report around payroll, journals, data 
reconciliations and budgeting and forecasting. No other specific recommendations were identified in 2013/14 however we have 
agreed that we will hold a debriefing session with the team within NECS to learn the lessons from the 2013/14 audit. 

Analysis of audit fees 

An analysis of audit fees is shown in Appendix 3 to this letter. 

Independence and Objectivity 

In our professional judgement the policies and safeguards in place ensure that we are independent within the meaning of all 
regulatory and professional requirements and that the objectivity of the audit partner and audit staff is not impaired.   

Closing remarks 

This letter was discussed with Mark Pickering, the Chief Finance Officer, of Durham Dales, Easington and Sedgefield CCG.  

We would like to take this opportunity to express our appreciation for the assistance and co-operation provided by your team during 
the course of the audit. We recognise the value of your co-operation and support. 

 
 
 
Deloitte LLP 
Chartered Accountants  

30 July 2014 
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4. Conclusions (continued) 
The Statement of Responsibilities of Auditors and Audited Bodies issued by the Audit Commission explains the respective 
responsibilities of auditors and of the audited body and this report is prepared on the basis of, and our audit work is carried out, in 
accordance with that statement. 

We view this report as part of our service to you for use by Durham Dales, Easington and Sedgefield CCG, for Corporate 
Governance purposes and it is to that Body alone that we owe a responsibility for its contents. We accept no duty, responsibility or 
liability to any other parties, since this report has not been prepared and is not intended, for any other purpose. 

The matters raised in this report are only those that came to our attention during our audit and are not necessarily a comprehensive 
statement of all weaknesses that exist or of all improvements that might be made.  You should assess recommendations for 
improvements for their full implications before they are implemented. In particular, we would emphasise that we are not responsible 
for the adequacy and appropriateness of the national use of resources study data and methodology as they are derived solely from 
the Audit Commission. 

It is the responsibility of audited bodies to maintain adequate and effective financial systems and to arrange for a system of internal 
controls over the financial systems.  Auditors should evaluate significant financial systems and the associated internal controls and, 
in doing so, be alert to the possibility of fraud and irregularities.  Our findings are based upon an assessment of the design of 
controls at the time of review.  We did not necessarily review the operation of controls throughout the financial year. 

For your convenience, this document has been made available to you in electronic format. Multiple copies and versions of 
this document may therefore exist in different media - in the case of any discrepancy the final signed hard copy should be 
regarded as definitive.   Earlier versions are drafts for discussion and review purposes only. 
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Appendix 1: Reports issued in relation to the 2013/14 

audit 

 

Report Date Issued 

Audit Plan January 2014 

Final ISA260 Report to the Audit and Assurance Committee June 2014 

Annual Audit Letter July 2014 
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Appendix 2: Audit Adjustments 
Uncorrected misstatement 

There were no uncorrected misstatements identified through our audit which exceeded our threshold for reporting to those charged with 

governance. 

Uncorrected disclosure deficiencies 

Auditing standards require us to highlight significant disclosure deficiencies to enable the Audit and Assurance Committee to evaluate the 

impact of those matters on the financial statements.  During our audit we did not identify any significant disclosure deficiencies. 
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Appendix 3: Analysis of professional fees 
 

The professional fees earned by Deloitte in the period from 1 April 2013 to 31 March 2014 are as follows: 

 2013/14 
£’000 

Work carried out under the Code of Audit Practice   

Fees payable to the CCG’s auditor for the audit of the CCG’s annual accounts and 
Value for Money conclusion 

94 

Total auditor’s remuneration 94 
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