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8 ) value for money arrangements and key recommendation
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Under the National Audit Office (NAO) Code of Audit Practice (‘the Code'), we are required to consider whether the Clinical Commissioning Group (CCG) has put in place proper

arrangements to secure economy, efficiency and effectivenessin its use of resources.

Auditors are required to report their commentary on the CCG’s arrangements under specified criteria and 2021/22 is the second year that we have reported our findings in this way. As part of
our work, we considered whether there were any risks of significant weakness in the CCG’s arrangements for securing economy, efficiency and effectiveness in its use of resources. Our

conclusions for 2020/21 and 2021/22 are summarised in the table below.

2021/22 Auditor Judgment

Direction of travel

The significant weakness in arrangements
identified in 2020/21 remains because of the
Devon healthcare system’s significant
cumulative deficit position and a reliance on a
significant savings plan which we consider may
be at risk of not delivering.

=)

No significant weaknesses in arrangements
identified but three improvement
recommendations made.

Criteria Risk assessment 2020/21 Auditor Judgment
Financial Risk identified because of the Asignificant weakness in arrangements
sustainability  CCG’s significant cumulative identified and also an improvement
deficit. recommendation made.
Governance Risk identified over the A significant weakness in arrangements
governance procedures relating identified and three improvement
to the approval of S256 recommendations made.
agreements
Improving No risks of significant weakness No significant weaknesses in arrangements
economy, identified identified, but two improvement
efficiencyand recommendations made.

effectiveness

No significant weaknesses in arrangements
identified.

No significant weaknesses in arrangements identified or improvement recommendation made.

No significant weaknesses in arrangements identified, but improvement recommendations made.

- Significant weaknesses in arrangements identified and key recommendations made.

© 2022 Grant Thornton UK LLP. Confidential and information only.
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Executive summary

Move to Integrated Care Boards

On 6 July 2021 the Health and Care Bill was introduced and was given Royal Assent on 28 April 2022. The Health
and Care Act is aimed at removing barriers to integration, with NHS and local authorities having a duty to

collaborate on the Health and Care agenda. From 1 July 2022, Integrated Care Boards (ICBs) will take on the @
commissioning functions and the assets and liabilities from the demising CCGs in their area. Arrangements within
Devon ICB appear to be well-progressed with key governance structures established, readiness to operate

statements, risk assessed critical paths and transition plan arrangements in place. e inehe @ iEteel eui el o yeu Ainansis

statements and issued an unqualified audit opinion on
20 June 2022, following the Audit Committee meeting

Fi ial inabili on 15 June 2022. Our findings are set out in further
inancial sustainability detail on page 23.

In our planning, we identified a risk of significant weakness in respect of the CCG’s arrangements for financial
sustainability following on from the key recommendation raised in 2020/21. The Devon healthcare system has a
significant underlying historic deficit and under the NHS System Oversight Framework (SOF) 2021/22 has been
placed into SOFk: this is categorised as “Very serious, complex issues manifesting as critical quality and/or
finance concerns that require intensive support”. The operational plan for 2022/23 submitted to NHS England on
20 June 2022 shows that the CCG plans to break even for the year, within an overall deficit plan of £18.2m for the
system. In order to deliver the plan, the CCG needs to achieve savings and efficiencies of £36.5m and further
£102.3mis required from provider sector organisations within the Devon system. At time of writing, of these total
savings and efficiencies required, £11m (30%) for the CCG and £4.9m (4.8%) for the provider sector were classified
as ‘unidentified’. The plan submission also recognises an underlying recurrent deficit of £16m in the CCG and
£157.1m in the provider sector. We have therefore concluded that there continues to be a significant weakness in
system wide financial sustainability.

Our findings are set out on pages 9 - 11.
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Executive summary

Governance

Following the work we completed in respect of 2020/21, we reported a significant weakness in arrangements
over the governance procedures relating to the S256 agreements entered into by the CCG. (S256 agreement of
the National Health Act allows CCGs to enter into agreements with Local Authorities to carry out activities with
health benefits.) We subsequently raised this as a risk of significant weakness as part of our 2021/22 risk
assessment. Our work confirmed that appropriate improvements to the governance arrangements for 2021/22
have been made. However, our review of the signed 5256 agreements did identify some agreements that did not
follow the governance arrangements. Given the value of these agreements was insignificant at £367,000 when
compared to £565.5 million allocated overall, we are not reporting a significant weakness in this area.

Our findings and improvement recommendations are set out on pages 12 - 18.

Improving economy, efficiency and effectiveness

@# We did not identify any risks of significant weaknesses in the CCG’s arrangements for improving economy,
efficiency and effectiveness. Our further work confirmed this view, with no significant weaknesses in
arrangements identified.

Our findings are set out on pages 19 - 20.
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Key recommendation

Recommendation 1

The CGG, and going forwards the Integrated Care Board (ICB), should have a robust system-wide financial framework in place to ensure
that financial sustainability is achieved in future years. This should include having a savings programme which is deliverable and supported
by robust processes for ensuring schemes are identified and agreed on a timely basis.

Why/impact

Without a strong and robust financial framework in place, expenditure in excess of budget will further increase the system deficit.

Auditor judgement

The Devon healthcare system has a significant underlying historic deficit and the CCG (as the main Devon healthcare commissioner) has,
prior to Covid-19, breached its statutory financial duties, with no firm plans to address this.

Summary findings

A draft operational plan was submitted to NHS England on 28 April 2022 in line with national requirements. The draft plan included a surplus
of £10m at the CCG and a deficit of £114.9m in provider sector. Savings and efficiencies of £22.6m at the CCG and £96.2min provider sector
were required to deliver the plan. The total system deficit of £104.9m was not acceptable to NHS England and a national re-submission of
plans was made on 20 June 2022.

The final operational plan for 2022/23 submitted to NHS England on 20 June shows that the CCG plans to break even for the year, within an
overall deficit plan of £18.2m for the system. In order to deliver the plan, the CCG needs to achieve savings and efficiencies of £36.5m and
further £102.3m is required from provider sector organisations within the Devon system. At time of writing, of these total savings and
efficiencies required, £11m (30%) for the CCG and £4.9m (4.8%)] for the provider sector were classified as ‘unidentified’. The plan submission
also recognises an underlying recurrent deficit of £16m in the CCG and £157.1m in the provider sector.

In addition to the recurrent underlying deficit at both the CCG and the wider Devon system, the CCG acknowledges an accumulated deficit
from prior years of £246.2m. NHS England guidance to ICBs on revenue finance and contracting states that “the balance will be frozen and,
as long as the system and ICB achieves break even for each of the following two years, will then be written off. ICBs would therefore be
established with no outstanding obligation. ICBs failing to deliver this requirement will have this obligation reinstated at the end of the two-
year period.” The accumulated deficit remains a potential additional financial risk to the Devon systemin this context.

Management Comments

We acknowledge the importance of the processes highlighted in the key recommendation that will be needed to secure delivery of the
savings and efficiencies required for the 2022/23 operational plan and to deal with the remaining £18.2m deficit in that financial year. Linked
to the requirements of exit from SOF4, the ICB is fully focussed on development of a financial planning and delivery process that deals with
the recurrent underlying deficit identified in this report.

The range of recommendations that external auditors can make is explained in Appendix C.

© 2022 Grant Thornton UK LLP. Confidential and information only.




Opinion on the financial statements and

use of auditor's powers

We bring the following matters to your attention:

Opinion on the financial statements

Auditors are required by section 21 of the Local Audit and Accountability Act
2014 to express an opinion on the accounts that includes the auditor’s view on
whether the accounts: (i) presenta true and fair view and comply with statutory
requirements (i) have been prepared in accordance with proper practices

We have completed our audit of the CCG’s
financial statements and issued an unqualified
audit opinion on 20 June 2022, following the
Audit Committee meeting on 15 June 2022. Our
findings are set out in further detail on page 23.

Opinion on regularity

Auditors are required by section 21 of the Local Audit and Accountability Act
2014 to include in the opinion their view on the regularity of the CCG’s income
and expenditure, that is to say, that money provided by Parliament has been
expended for the purposes intended by Parliament; resources authorised by
Parliament to be used have been used for the purposes in relation to which the
use was authorised; and that the financial transactions of the group are in
accordance with any authority which is relevant to the transactions

We have completed our regularity work and
found no issues to report. Our regularity
opinion was issued on 20 June 2022 alongside
the accounts opinion. Our findings are set out
in further detail on page 23.

Statutory recommendations

Under Schedule 7 of the Local Audit and Accountability Act 2014, auditors can
make written recommendations to the audited body

Our audit work did not identify any issues that
would require us to make statutory
recommendations to the CCG.

Section 30 referral

Under Section 30 of the Local Audit and Accountability Act 2014, the auditor of an
NHS body has a duty to consider whether there are any issues arising during
their work that indicate possible or actual unlawful expenditure or action leading
to a possible or actual loss or deficiency that should be referred to the Secretary
of State, and/or relevant NHS regulatory body as appropriate

Our audit work did not identify any issues that
would require us to make a Section 30 referral.

Public Interest Report

Under Schedule 7 of the Local Audit and Accountability Act 2014, auditors have
the power to make a report if they consider a matter is sufficiently important to
be brought to the attention of the audited body or the public as a matter of
urgency, including matters which may already be known to the public, but where
it is in the public interest for the auditor to publish their independent view.

Our audit work has not identified any issues
that would require us to make a Public Interest
Report.

© 2022 Grant Thornton UK LLP. Confidential and information only.
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Securing economy, efficiency and
effectiveness in the CCG’s use of resources

All Clinical Commissioning Groups (CCGs) are responsible for putting in place proper
arrangements to secure economy, efficiency and effectiveness from their resources. This
includes taking properly informed decisions and managing key operational and financial risks
so that they can deliver their objectives and safeguard public money. The CCG’s
responsibilities are set out in Appendix A.

CCGs report on their arrangements, and the effectiveness of these arrangements as part of their annual governance
statement.

Under the Local Audit and Accountability Act 2014, we are required to be satisfied whether the CCG has made proper
arrangements for securing economy, efficiency and effectivenessin its use of resources.

The National Audit Office’s Auditor Guidance Note (AGN) 03, requires us to assess arrangements under three areas:

%

Financial Sustainability Governance Improving economy,
efficiency and effectiveness

Arrangements for ensuring the CCG Arrangements for ensuring that the

can continue to deliver services. CCG makes appropriate decisions Arrangements for improving the way
This includes planning resources to in the right way. This includes the CCG delivers its services. This
ensure adequate finances and arrangements for budget setting and includes arrangements for

maintain sustainable levels of management, risk management, and understanding costs and delivering
spending over the medium term ensuring the CCG makes decisions efficiencies and improving outcomes
(3-5 years). based on appropriate information. for service users.

Our commentary on the CCG’s arrangements in each of these three areas, is set out on pages 9 to 20.
Further detail on how we approached our work is included in Appendix B.

© 2022 Grant Thornton UK LLP. Confidential and information only. 8



Financial sustainability

We considered how the CCG:

* identifies all the significant financial pressures that
are relevant to its short and medium-term plans and
builds them into its plans

* plans to bridge its funding gaps and identify
achievable savings

* plans its finances to support the sustainable delivery
of services in accordance with strategic and statutory
priorities

* ensuresits financial plan is consistent with other plans
such as workforce, capital, investment and other
operational planning which may include working with
other local public bodies as part of a wider system

* identifies and manages risk to financial resilience,
such as unplanned changes in demand and
assumptions underlying its plans.

© 2022 Grant Thornton UK LLP. Confidential and information only.

Overview

Following the work we completed in respect of 2020/21, we
reported a significant weakness in arrangements over the
financial sustainability of the CCG and raised a key
recommendation. Our work in 2021/22 has focused on this
following this up.

System Oversight Framework

Financial and non-financial performance of NHS provider
organisations is reflected by the NHS System Oversight
Framework (SOF). The framework looks at five themes:

*  Quality of care

* Finance and use of resources

* Operational performance

* Strategic change

+ Leadership and improvement capability (well-led).

Based on information from these themes, organisations are
rated from SOF 1to 4, where ‘W’ reflects providers receiving
the most support, and 1’ reflects providers with maximum
autonomy.

While CCGs are not currently subject to individual oversight
rating, the healthcare system as a whole is rated based on
individual providers’ ratings.

NHSEI review this on a quarterly basis and by exception,
where support needs may have changed, will trigger a
review of this segment allocation. The segmentation decision
includes factors such as governance arrangements,
financial performance and quality of services and therefore
confirms that NHSEI considers that the organisation has
appropriate arrangements across these areas.

Commercial in confidence

The Devon healthcare system has a significant underlying
historic deficit and under the SOF 2021/22 was placed into
SOFk4 in July 2021. This is categorised as “Very serious,
complex issues manifesting as critical quality and/or
finance concerns that require intensive support”.

This has resulted in closer working with NHSE! including the
appointment of Turnaround Directors and weekly/monthly
meetings with NHSEI as well as the need to develop an exit
strategy to move out of SOF 4 rating.

The Devon ICS has ambitions to leave SOF4 by the end of
quarter 3 2022/23, however, the exit strategy continues to
be worked on by all partner organisations and the
transformational change required is not expected to be
delivered in 2022/23.

Discussions are currently ongoing between NHSEI and
senior management of all the ICS bodies and the
implications for the CCG and individual NHS trusts are not
yet known.

We understand that NHSEI will also be carrying out a reset
exercise during the latter part of 2022/23 which will seek to
reset base budgets and remove COVID-19 funding as well as
link to population numbers, in addition to requiring
organisations to develop a medium-term financial plan. This
may have funding implications for the ICS in the medium
term.
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Financial sustainability

As at March 2022, a number of key deliverables in the exit plan have been flagged as ‘red’
risk (NOT completed by the due date), which include:

* Projectinitiation documents for quick wins identifying when the savings will be realised
with clear owners.

* Long-term financial plan produced that builds on the exit run rate and includes modelling
of the financial implications of the transformation programmes.

In addition there are ‘amber’ ratings (concern whether the due date will be achieved) for:
* Sustained delivery against 22/23 plan in quarter1 with a review date in quarter 2.
* Clinical Strategy document and roadmap produced.

[t has been agreed with Chief Executive Officers that expenditure reviews will continue
through 2022/23 and will be embedded in the new ICS governance to ensure that the
benefits of the process including check and challenge are clearly evident.

There is a significant amount of work being done across the ICS with support from NHSEI The
key will be in delivering joined up working and transformational change if the ICS is going to
move back to underlying financial balance. In addition to the recurrent underlying deficit at
both the CCG and the wider Devon system, the CCG acknowledges an accumulated deficit
from prior years of £246.2m. NHS England guidance to ICBs on revenue finance and
contracting states that “the balance will be frozen and, as long as the system and ICB
achieves break even for each of the following two years, will then be written off. ICBs would
therefore be established with no outstanding obligation. ICBs failing to deliver this
requirement will have this obligation reinstated at the end of the two-year period.” The
accumulated deficit remains a potential additional financial risk to the Devon systemiin this
context.

2021/22 Outturn

The CCG set a breakeven budget for H1 (the first six months of 2021/22), and then a surplus
target of £5.276m for H2 (second six months of the year). The CCG delivered its year end
position of £6.275 million surplus following additional funding and also achieved its capital
spend target of £0.4 million.

© 2022 Grant Thornton UK LLP. Confidential and information only.

The outturn report to the May 2022 Finance and Performance Committee reported that the
CCG delivered efficiency savings of £15.174 million, in line with plan for 2021/22, but only
£1.050 million of these were on a recurrent basis.

The implication of this is that the financial pressure going forward for the ICB (which takes on
the commissioning functions, assets and liabilities of Devon CCG) will increase given the low
amount of recurrent savings delivered in 2021/22.

2022/23 ICS Financial Plans

The 2022/23 Devon healthcare system plan was developed and submitted to NHSE! in April
2022 in accordance with national requirements. The draft plan projected a £10m surplus at
the CCG and a deficit of £114.9min provider sector after delivery of savings and efficiencies
of £22.5m at CCG and £96.3min provider sector.

NHSEI rejected the ICS submission and a resubmission of financial plans was required in
order to reduce the planned system deficit to a break-even position.

The revised plan projects a break-even position at the CCG and a deficit of £18.2min the
provider sector. The improvementin the overall system deficit from £114.9m to £18.2m (an
improvement of £96.7m) has been achieved by an increase in funding allocation of £31m, net
reduction in planned cost increases of £45.7m and additional savings and efficiencies of
£20.0m. The resulting savings and efficiencies required stand at £36.5m for the CCG and
£102.3m for provider sector. At time of writing, of the total savings and efficiencies required,
£11m (30%) for the CCG and £4.9m (4.8%) for the provider sector were classified as
‘unidentified’.

The CCG and the provider sector further recognise an underlying recurrent deficit in the
system. This was independently verified pre-pandemic at £221.9m and is recorded in the plan
submissionto NHS England on 20 June 2022 at a total of £173.1m for the system, with £16min
the CCG and £157.1m in the provider sector. Actions to tackle the deficit are not yet
embedded.
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Financial sustainability

As part of the financial framework for 2022/23, all systems have been allocated non-
recurrent monies to carry out elective activity equivalent to 104% of that deliveredin
2019/20. If actual activity levels next year are less than this then funds will be clawed back
on a 75% marginal cost basis. The ICS plan also flags risk around the use and impact of

Elective Recovery Funding (£39 million) due to failure to deliver baseline 104% activity levels.

In 2022/23 when compared to its “fair share” Devon’s funding is 7.2% higher than the
amount calculated from the national formula. A “convergence adjustment” of £23.5 million,
or 1.2%, has then been applied to the allocation to bring it back closer to the “fair share”
value.

The April 2022 plans include £118.8m of financial savings schemes, representing 4.9% of the
initial ICB financial envelope. These consist of £96.3m Provider schemes and £22.5m ICB
schemes. Savings schemes have been splitinto three targeted areas of:

«  COVIDA9 cost reduction (£27.2m);
+  Productivity (£21.7m) which includes earning ERF; and

*  The national efficiency cost reduction target of 1.1% plus an additional 1% stretch
(£69.9m).

All savings schemes (based on the April 2022 submission) were rated and as at May 2022,
these were reported as:

+  Fully developed £18m (15%);

+ Plans in progress £69.1m (50%);

+  Opportunity £33.5m (28%]; and

*  Unidentified £8.2m (7%).

These are split recurrent £84.9m (71%) and non-recurrent £33.9m (29%).

This highlights that there is still significant work needed in order to get schemes to a fully
developed stage and with 29% schemes on a non-recurrent basis, this will create further
pressure in years to come.

© 2022 Grant Thornton UK LLP. Confidential and information only.

It has also been reported that savings plan are back-loaded in 2022/23 with £7.7m (34%) of
ICB schemes and £35.7m (37%) of provider schemes being rated as high risk.

In our view, this represents a significant financial challenge to Devon CCG and its successor
the ICB and without genuine transformationin service delivery may not be delivered.

As a consequence of the above, we have concluded that a significant weakness exists
over the financial sustainability of the CCG as part of the NHS Devon healthcare
system. We have made a key recommendation which is set out on page 6.




Governance

We considered how the CCG:

* monitors and assesses risk and gains assurance over
the effective operation of internal controls, including
arrangements to prevent and detect fraud

* approaches and carries out its annual budget setting
process

* ensures effective processes and systems are in place
to ensure budgetary control; communicate relevant,
accurate and timely management information
(including non-financial information); supportsits
statutory financial reporting; and ensures corrective
action is taken where needed, including in relation to
significant partnerships

* ensures it makes properly informed decisions,
supported by appropriate evidence and allowing for
challenge and transparency. This includes
arrangements for effective challenge from those
charged with governance/audit committee

* monitors and ensures appropriate standards, such as
meeting legislative/regulatory requirements and
standards in terms of staff and board member
behaviour (such as gifts and hospitality or
declaration/conflicts of interests) and where it
procures and commissions services.

© 2022 Grant Thornton UK LLP. Confidential and information only.

Overview

Governance is the system by which the organisation is
controlled and monitored to ensure that decisions can be
made effectively and the relevant people within the
organisation held to account.

Following the work we completed in respect of 2020/21, we
reported a significant weakness in arrangements over the
governance procedures relating to the 5256 agreements
entered into by the CCG. 5256 agreement of the National
Health Act allows CCGs to enter into agreements with Local
Authorities to carry out activities with health benefits. We
subsequently raised this as a risk of significant weakness as
part of our 2021/22 risk assessment.

Our 2021/22 work has noted that improvements in the
governance arrangements have been made and we have
concluded that there is not a significant weakness in this
area. Further detail is given below.

In other areas of governance, our work established that for
2021/22, the CCG had a well established and well
understood governance framework in place and the overall
arrangements for managing, monitoring and reporting risk
were good. We noted robust arrangements in terms of
committee structure, reporting via those structures, policies
and procedures and assurance processes.

Overall, we have not identified any significant
weaknesses in governance arrangements for 2021/22. We
have raised three improvement recommendations to
further strengthen the processes in place.

Commercial in confidence

S2b6 Agreements

In the 2020/21 Auditor’s Annual Report we noted that the
5256 agreements which constituted a material amount of
money (£20 million) should have been reviewed by the
CCG’s Audit Committee and then approved by the
Governing Body but were not. We therefore recommended
that the Governing Body and Audit Committee have
appropriate oversight on significant financial and
budgetary control measures and that these are also raised
in advance with the external auditors (to enable accounting
treatment to be discussed and agreed).

Conversations between the CCG and the external auditors
did happen during the 2021/22 financial year and the
details for new S256 agreements were discussed.

In February 2022, a paper was taken to the Finance and
Performance Committee discussing the S256 agreements
with Local Authorities for 2021/22. The Committee were
asked to review the contents of the report and the
accompanying S256 agreements and if satisfied with the
agreements recommend that they be approved by the
Governing Body which were subsequently approved.

Upon review of the signed 5256 agreements, we noted that
two of the agreements had not been formally signed off by
the Local Authorities but were included in the Governing
Body papers for approval. Subsequent to the Governing
Body meeting, one of those agreements was established at
a different value and changes to the value were made for
two further agreements. There was also one new agreement,
which had not been subject to the CCG’s governance
policies and procedures.




Governance

The value of these agreements was not material at £367,000 when compared to £55.5 million
allocated overall. We are therefore not reporting a significant weakness in this area but have
included an improvement point for action.

Risk Management and Internal Control

Risk Management

High level responsibilities for managing risk are documented within the CCG’s Constitution,
supported by Standing Financial Instructions. The Constitution is underpinned by the
Governance handbook which outlines the Committee and oversight structure and
accountability arrangements. This is further underpinned by a documented Risk
Management Framework, which was approved in July 2021. Our review of the documented
Risk Management Framework did not identify any gaps in arrangements. It includes the key
elements for a robust approach to managing risk which includes the process for identifying,
scoring, recording, reporting and monitoring risks which are clearly recorded and supported
by defined roles and responsibilities. The framework is supported by standard scoring
methodology, a risk escalation process, flowcharts to provide visual guidance and the
CCG's risk appetite statement.

Risks are managed at four levels:

+ The Board Assurance Framework (BAF) aligns strategic risks with the CCG's objectives.
Our review of the BAF found it was well structured, clearly set out any gaps in assurances
supported by actions to be taken. The summary provides a clear visual of inherent and
current scoring with target scores linked to the CCG’s agreed appetite. Our comparison
with national benchmarking showed that risk categories aligned with other CCGs,
however was on the higher end of number of risks. Benchmarking showed CCGs
generally have between 5 and 32 risks on their BAF with an average of 12. Devon CCG is
currently monitoring against 26;

* High level operational risks are recorded within a Corporate Risk Register. Corporate risks
are reviewed by their relevant oversight group at each of their Committee meetings;

* Operational risks are recorded at Team level; and
* Individual projectrisk registers are maintained.

© 2022 Grant Thornton UK LLP. Confidential and information only.
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There are processes in place to ensure financial pressures or risks are identified, particularly
within the wider health system. There are regular meetings with the ICS and any risks are
brought back to the CCG by the Chief Finance Officer. Evidence of regular consideration
can be demonstrated through the addition of a new risk - Risk 160: 2022/2023 Operational
Plan, aligned to its corporate objectives "Achieve financial sustainability".

Our review of Committee and Governing Body minutes confirmed that monitoring and
reporting had been provided in accordance with the Governance Framework.

Internal Control

Internal Audit and the Local Counter Fraud Service is provided by ASW Assurance.

The Head of Internal Opinion for 2021/22 was issued with a "significant assurance" rating
with no significant issues noted. Our review of the Internal Audit Reports issued during the
year did not show evidence of significant gaps in internal control.

Budget Setting and Monitoring

For 2020/21 and 2021/22 the sector has been funded to a breakeven position via block
funding and top-ups received from central government to allow focus on responding to the
Covid-19 pandemic. The NHSEI 2021/22 guidance set out the financial regime for health
economies for the first and second six months of the financial year, referred to as H1 and H2,
and placed emphasis on collaborative working across systemsin order to submit a system
wide financial plan. We are satisfied that the planning process had been adhered to during
2021/22 and plan submissions were made in accordance with national requirements.

There has been limited progress on medium term financial planning beyond 2022/23 due to
planning guidance only being released for a one-year timeframe. This is a similar situation
across the sector and as such the CCG is not an outlier.

QOur review of Governing Body and Finance and Performance Committee papers confirmed
that effective processes and systems are in place to monitor the CCG’s and system’s
financial performance against budget, and to communicate relevant, accurate and timely
managementinformation including non-financial information.




Governance

Finance and Performance Committee receive a monthly finance report and an Integrated
Performance and Quality Report (IPOR) which covers a range of metrics to assess its
efficiency, effectiveness and economy as well as the nationally targeted metrics it must
collect and submit data on under the NHSI SOF. The IPOR covers a range of risks and
priorities categorised by quality, performance, workforce and finance.

The planning guidance for 2022/23 was released in December 2021 confirming that the
sector would no longer be funded in the same way as the previous year. The key differences
are significant reductions in COVID-19 funding included in the initial income allocations, no
top up funding when not breaking even and a focus on elective recovery for which additional
Elective Recovery Funding (ERF) or return a portion of the funding based on whether activity
is above or below the expected target of 104% of 2019/20 levels.

Our more detailed commentary in respect of 2022/23 planning is included within pages 9 - 11
of this report.

Informed Decision Making

We have confirmed that decision making at the top levels of the organisation is effective. We
reported last year, that the CCG had appropriate leadership in place, led by its Governing
Body and supported by an appropriate committee structure. We confirmed that these
arrangements have largely remained the same during 2021/22 with the addition of a shadow
ICB as the system prepares for full integration.

Committee reports use a standard template showing key recommendations and actions
requested, impact on strategic objectives and reference to other documents or
accompanying papers. A Register of Interests is maintained for all Governing Body members
and members are required to declare interests in respect of induvial agenda items at the
start of every meeting.

We reviewed a sample of paper packs during the year and are satisfied that the process is
effective. All reports were supported by the standard template clearly stating what was
required from the Committee, for example, whether the report was being received for
information and should be noted, or what action was being recommended. Subsequent
minutes clearly show what action was taken or agreed. Overall, we concluded that
information is timely, and note that a lag of a couple of months would be expected due to
the need to collate information and due to the timetable of meetings being every 2/3 months.
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There is an agreed forward plan of business and expected reports for each Committee. Deep
dive reviews are also reported where there is a known or emerging risk or additional national
requirement.

To ensure continuous effectiveness of its Committees, the CCG carries out annual self-
assessment reviews. Effective committee meetings are a key part of an effective governance
structure and provide evidence that the CCG Code of Governance principles are being met.
This is particularly important to ensure that governance arrangements are robust.
Undertaking such a review of effectiveness provides further assurance to the CCG
Governing Body. We confirmed these had been undertaken by review of the reports and note
that the Governing Body review outcomes will be taken forward for consideration for the ICB.

Stakeholder Engagement

Our review of minutes of the Governing Body and sub-committees demonstrates good
stakeholder engagement on a range of topics and is consistent with the behaviour observed
in the prior year. The CCG has an appropriate 'tone from the top' with the Accountable
Officer providing in depth reporting to the Governing Body.

The CCG also engages with service users in a number of different ways including:

¢ Through "Virtual Voices' which is an online panel of volunteer members established by the
CCG in 2019 to provide views and feedback on NHS services and priorities.

* Involving people locally in commissioning: the communications and engagement team
uses a wide variety of methods, including newsletters, social media and the public
website.

* Healthwatch groups - the CCG communications and engagement team meet monthly
with the three Healthwatch CEOs and quarterly with the CEOs and chairs.

+ Patient Participation Groups (PPGs) - the CCG supports the work of Patient PPGs which
are linked to individual GP practices. They support them to develop, promote important
health issues, and enable patients and carers to influence their how their local care
services work.

A review of papers showed evidence of where consultation and engagement had taken place
or was expected to be undertaken.

The CCG has a Communications and Engagement strategy in place however this is dated
2019/20. An improvement recommendation has been made in respect of this.




Governance

Regulation and Legislation

We reported last year, that the CCG had good arrangements in place around compliance
with legislation and regulatory safeguards. We confirmed that these arrangements have
remained the same during 2021/22.

Each Committee has delegated responsibility for their area of business. Forward plans are
used to ensure this is set out in advance. Each Committee is responsible for monitoring
compliance and reports upwards to provide assurance to the Governing Body. This was
evidenced through review of Governing Body and Committee reports.

The CCG has adopted a culture where staff know what is expected and is not expected of
them and there are a number of policies in place to provide guidance and instruction. These
include procedures for raising or reporting issues internally and externally. We confirmed the
CCG has in place a Standards of Business Conduct Policy incorporating Declarations of
Interest and Managing Conflicts of Interest and Gifts and Hospitality Policy.

Each year the CCG is required to have suitable security protocols and processesin place to
enable it to successfully complete the NHS Data Security & Protection Toolkit (DSPT). The
Toolkit is subject to Internal Audit review, however, due to the response to COVID-19 and the
environment in which the CCGs were operating, NHS Digital agreed that while the Toolkit
submission was still expected, there was not a requirement for Internal Audit assessment.

We concluded that there are appropriate data security processesin place and the CCG
confirmed there had not been any data breaches reported in 2021/22, although there had
been one breach within the system which had been reported in accordance with appropriate
procedures. We noted that the CCG has a Confidentiality and Data Protection Act policy in
place, although this was due for review in August 2020.

We were advised that the CCG had not entered into any compromise agreements during the
year.

Our work has not identified any breaches of legislation or regulatory or professional
standards during the year that has led to an investigation by any legal or regulatory body.
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Improvement recommendations

Governance

Recommendation 1 The CCG and its successor body, the ICB, should ensure that all future S256 agreements are
formally considered and approved by the appropriate governance committee and/or Board.

Why/impact Governance procedures ensure that the CCG’s transactions remain lawful. There is the
possibility that by not following the correct procedures, the CCG could find that it enters into
unlawful transactions.

Summary findings We noted that appropriate improvements had been made to the approved S256 agreements
since 2020/21. However, two of the agreements had not been formally signed off by the Local
Authorities and one new agreement was created that was not subject to the CCG’s own
governance policies and procedures. The value of the agreements was insignificant at
£367,000 when compared to the £65.5 million allocated overall but the CCG’s own
governance arrangements should still have been followed.

Management Under the Financial Limits of the Constitution and Governance Hand book of the CCG the

Comments amounts involved did not need to be signed off by the Governing Body and could be

approved by the CFO. We believe therefore that the correct governance arrangements were
followed for the variations and additional agreements.

The range of recommendations that external auditors can make is explained in Appendix C.
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Improvement recommendations

Governance

Recommendation 2 As the ICB develops the system BAF, consideration should be given to the number of risks
identified and included. There should be a focus on high level strategic risks.

Why/impact There is a risk that Those Charged with Governance may not be able to meaningfully monitor
or have the time to discuss each risk and the associated controls and actions in detail.

Summary findings CCGs generally have between 5 and 32 risks on their BAF with an overall average of 12. Devon
CCG is currently monitoring against 26 risks.

Management We believe the risks being monitored are appropriate at this time, but will review within the

Comments first 3 months of the ICB.

The range of recommendations that external auditors can make is explained in Appendix C.
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Improvement recommendations

Governance

Recommendation 3 As part of the ICB governance arrangements development work, those policies which are to be
adopted going forward should be reviewed and appropriately updated.

Why/impact Out of date policies may not reflect the latest guidance or requirements. There is a risk that
the CCG does not adhere to appropriate legislation, regulatory or professional standards.

Summary findings We noted some of the CCG's policies had past their review dates. These included the Policy
and Procedural Framework, Communications and Engagement Strategy, Confidentiality and
Data Protection Act Policy and Procurement Policy for Clinical Healthcare Services and Non-
Clinical Services.

Management The policies identified will be reviewed within the first 3 months of the ICB.

Comments

The range of recommendations that external auditors can make is explained in Appendix C.
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Improving economy, efficiency and

effectiveness

ok

We considered how the CCG:

+ uses financial and performance information to assess
performance to identify areas for improvement

* evaluates the services it provides to assess
performance and identify areas for improvement

* ensures it delivers its role within significant
partnerships and engages with stakeholders it has
identified, in order to assess whether it is meeting its
objectives

* where it commissions or procures services assesses
whether it is realising the expected benefits.
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Overview

Ensuring the CCG achieves economy, effectiveness and
efficiency involves ensuring arrangements are in place to
use the available resources to achieve the overall objectives
(effectiveness), achieving the maximum service levels with
the available resources (efficiency) and balancing revenue
and costs effectively in the process (economy).

Overall, we have not identified any weaknesses in the
CCG’s economy, effectiveness and efficiency
arrangements for 2021/22.

Performance Reporting

We reported last year that the CCG had adequate
performance monitoring arrangements in place. We noted
that during 2021/22 the arrangements for performance
reporting had been developed and strengthened. In the
early part of the year a Performance and Quality report
was provided for Governing Body oversight. During the
latter part of the year, from February onwards, an
Integrated Performance, Quality and Finance Report
(IPOFR] was developed. The report includes escalation of
key issues from Local Care Partnerships and system groups,
highlights any significant risks and includes further detail on
any areas requested by the Governing Body. This report
includes system wide information to the Governing Body in
addition to CCG level specific data.

NHSEI have not yet updated the benchmarking data to May
2022 and therefore we cannot determine how the CCG has
performedin the last 12 months against the indicators in our
benchmarking work.

However our review of the March 2022 IPOFR noted that it
shows that the ICS compares well to the national position
for the majority of indicators but there are a numberwhere
performance is lower or where there is significant variance
across the system. These are subject to quarterly exception
reporting providing further context and detail around the
headline indicator, key actions and timescales for
improvementand any issues for escalation.

The key issues faced by the systeminclude delays in urgent
care discharges due to poor community capacity and
COVID-19 related staff absences. This has led to pressuresin
Emergency Departments due to reduced patient flow
resulting in a stepping down of some planned procedures.
However, while this is not dis-similar to the national picture
we note the system s taking pro-active action to understand
the implications of harm in relation long waits in elective
pathways. In addition, and in response to ensuring the
system addresses the COVID 19 backlog, an initial meeting
with the Getting it Right First Time team has taken place and
will re-convene in four months and review improvements that
have been made.
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Improving economy, efficiency and

effectiveness

Quality Performance oversight is provided by the Quality Committee with upwards
assurance reporting to the Governing Body. We noted that the systemis developing a
response into the full Ockenden Report and Devon providers have been implementing the
seven IEAs (Immediate and Essential Actions) identified in the interim Ockenden Report.
Review of Governing Body and Quality Committee papers shows that there is robust
reporting to provide assurance. Following the initial report, each Trust submitted their
evidence, assessing themselves against the IEAs. The Commissioning Support Units (CSU)
provided a RAG rating comparing the evidence with the standards set in the report. The
current position for each Trust was reported through providers in March with the outcome
(comparison of the April 22 position against June 2021) reported to the Governing Body
within the IPOFR. This shows there have been improvements in the majority of IEAs across all
providers. We did note that there were still some areas reporting a Red RAG rated position,
however there are processes in place for continuous monitoring and reporting through the
IPOFR to provide assurance that appropriate action is being taken.

Partnership Working

We noted there has been regular reporting and updates from the Accountable Officerin
respect of the ICS development and transition. Progress includes governance arrangements

being developed with key roles being appointed, including the appointment of the ICB Chair.

Place-based partnerships are in place (known as ‘Local Care Partnerships’ - LCPs) between
the NHS, local councils, voluntary organisations, residents in communities, service users and
carers. LCPs provide upwards assurance in respect of risk and activity to each of the CCG's
Governing Body meetings.

An ICS Governance Task and Finish Group was set up in 2021, overseeing the development of

the structure of the ICB. Key appointments were made in November 2021 to both the Chief
Executive Officer and Chair. A shadow ICB was then set up to run in parallel with the CCG
Governing Body, with members of the Shadow Board attending both meetingsin order to
ensure the handover process is as smooth as possible.
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Procurement

The CCG has in place a Procurement Policy for Clinical Healthcare Services and Non-
Clinical Services and for all supplies although it is noted that this is now due for review. The
non-clinical work is currently being managed by the South Central and West Commissioning
Support Unit (CSU) supplying the majority of the resource to undertake the procurements,
although the contracting team remain available to support CCG staff as required, this may
include referring the issue to the CSU.

There is no evidence that the CCG has failed to operate a fair procurement exercise.
Procurement and commissioning activity is reported quarterly through Finance and
Performance Committee (FPC). Our review of FPC paper packs provided evidence of robust
procurement considerations including fully costed options appraisals at Outline Business
Case approval stage.

Through our review of papers, we also identified examples of under performance issues being
reported supported by actions to be taken to address these.

We noted that procurement and commissioning reporting includes activity against Single
Action Waivers which are categorised by risk. (Single Action Waivers being where it has not
been possible to get competitive quotes from suppliers for a product or service.) From our
sample testing of these, we noted that all of those we reviewed had been approved by the
Chief Finance Officer.

20
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Follow-up of previous recommendations

Recommendation Type of Date raised Progress to date Addressed?  Further action?
recommendation
The CCG should have a robust financial ~ Key June 2021 Due to the financial regime in which the CCG was No We have concluded that
framework in place to ensure that operating during 2021/22 caused by the COVID-19 a significant weakness
financial sustainability is achieved in pandemic, additional funding was made available and still exists over the
future years. This should include urgently the CCG delivered a surplus outturn. However, the Devon financial sustainability
addressing the recommendations raised in healthcare system has a significant underlying historic of the CCG as part of
external reviews. deficit and the underlying deficit position as at the end of the NHS Devon System.
2019/20 in excess of £251.6m remains to be addressed. We have made a key
We would recommend that as the ICS In the 2019/20 value for money audit, we concluded that recommendation which
develops its financial plans that the the underachievement of savings contributedto the is set out on page 6.
savings process is reviewed and Improvement June 2021 deterioration of the financial position.
strengthened so that a robust savings The CCG and th d .
plan is established that is supported by e UL and the provider sectorrecognises an
business cases and delivery monitored to ynderlglng recurrent deficit in the system. This was ’
ensure a satisfactory level of delivery is mdependfentlg verified pre:pgndemlc at £221.9m and is
achieved. recorded in the plan submission to NHS England on 20
June 2022 at a total of £173.1m for the system, with £16m
in the CCG and £157.1m in the provider sector.
We recommend that the GoverningBody  Improvement June 2021 From our work carried out, including review of Governing ~ Yes No
and Audit Committee have appropriate Body and Audit Committee papers we have concluded
oversight on significant financial and that the Governing Body and Audit Committee have
budgetary control measures and that appropriate oversight on significant financial and
these are also raised in advance with the budgetary control measures.
External Auditor.
We recommend that the CCG Improvement June 2021 Following legal advice taken by the CCG, the S256 Yes No

retrospectively approves the S256
agreements in order that the correct
governance procedures have been
applied over these transactions.
Additionally, we recommend that the
CCCG reviews other significant contracts
entered into in 2020/21 to ensure that the
correct governance have been followed.

agreements were re-signed and approved.
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Follow-up of previous recommendations

Recommendation Type of Date raised Progress to date Addressed? Further action?
recommendation
5. We would recommend that the CCG Improvement June 2021 The Constitution including the Scheme of Delegation, Yes No
reviews its Constitution including the Standing Financial Instructions and the Standing
Scheme of Delegation, Standing Financial Orders have been reviewed and rewritten for the ICB.

Instructions and the Standing Orders and
ensures that there are no inconsistencies.

6. The CCG should introduce arrangements  Improvement June 2021 Due to the financial framework in place in 2021/22 this Yes No
for a formal sign off of all budgets by level of detail or control was not in place. However,
each budget holder. this has been reinstated for 2022/23.
7. We recommend that where variances are  Improvement June 2021 The monthly finance report and Integrated Yes No
provided in the monthly performance Performance, Quality & Finance Report (IPOR) is
reports, greater detail is presented to presented to the meetings of the Finance and
show the nature of the variance, the Performance Committee and Governing Body, The
impact that it has on the CCG / System IPOR has been further developed and improved
and a plan of action to address. during 2021/22.
8. The CCG should consider maintaininga  Improvement June 2021 The CCG maintains a central register of open audit ~ Yes No
central register of open recommendations recommendations and this is monitored by Audit
made by assurance providers or Committee.
regulators.
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Opinion on the financial statements

Audit opinion on the financial statements

We gave an unqualified opinion on the CCG’s financial
statements on 20 June 2022.

Opinion on regularity

We issued our regularity opinion on 20 June 2022. Our
regularity work found no breaches that we needed to report.

Other opinion/key findings

We are required to give an opinion on whether the other
information published together with the audited financial
statements (including the Annual Report), is materially
inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to
be materially misstated. No inconsistencies were
identified.

We are also required to give an opinion on whether the
parts of the Remuneration Report and Staff Report subject
to audit have been prepared properly in accordance with
the requirements of the Act, directed by the Secretary of
State with the consent of the Treasury.

We have audited the elements of the Remuneration Report
and Staff Report, as required by the Code. We issued an
unmodified opinion in this regard on 20 June 2022.

We also reported no significant issues in relation to the
CCG’s Annual Governance Statement and Annual Report.
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Audit Findings Report

More detailed findings can be found in our Audit Findings
Report, which was published and reported to the CCG’s
Governing Body on 16 June 2022.

Whole of Government Accounts

To support the audit of the NHS England group accounts
and the Whole of GovernmentAccounts, we are required to
examine and report on the consistency of the CCG’s
consolidation schedules with their audited financial
statements. This work includes performing specified
procedures under group audit instructions issued by the
National Audit Office.

Our work found no issues and we submitted our assurance
statement to the NAO on 20 June 2022.

Preparation of the accounts

The CCG provided draft accounts in line with the national
deadline and provided a good set of working papers to
supportit.

Issues arising from the accounts:

There were no significant issues reported as part of our
financial statements audit.

Grant Thornton provides an independent opinion
on whether the accounts are:

¢ True and fair

* Preparedin accordance with relevant accounting
standards

* Preparedin accordance with relevant UK legislation

Commercial in confidence
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Public bodies spending taxpayers’ money are accountable
for their stewardship of the resources entrusted to them.
They should account properly for their use of resources and

manage themselves well so that the public can be confident.

Financial statements are the main way in which local public
bodies account for how they use their resources. Locall
public bodies are required to prepare and publish financial
statements setting out their financial performance for the
year. To do this, bodies need to maintain proper accounting
records and ensure they have effective systems of internal
control.

All local public bodies are responsible for putting in place
proper arrangements to secure economy, efficiency and
effectiveness from their resources. This includes taking
properly informed decisions and managing key operational
and financial risks so that they can deliver their objectives
and safeguard public money. Local public bodies report on
their arrangements, and the effectiveness with which the
arrangements are operating, as part of their annual
governance statement.
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The Accountable Officer is responsible for the preparation of
the financial statements and for being satisfied that they
give a true and fair view, and for such internal control as the
Accountable Officer determines is necessary to enable the
preparation of financial statements that are free from
material misstatement, whether due to fraud or error. The
Accountable Officeris also responsible for ensuring the
regularity of expenditure and income.

The Accountable Officer is required to comply with the
Department of Health and Social Care Group Accounting
Manual and prepare the financial statements on a going
concern basis, unless the CCG is informed of the intention
for dissolution without transfer of services or function to
another entity. An organisation prepares accounts as a
‘going concern’ when it can reasonably expect to continue
to function for the foreseeable future, usually regarded as at
least the next 12 months.

The CCG is responsible for putting in place proper
arrangements to secure economy, efficiency and
effectivenessin its use of resources, to ensure proper
stewardship and governance, and to review regularly the
adequacy and effectiveness of these arrangements.
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Appendix B - Risks of significant
weaknesses, our procedures and findings

As part of our planning and assessment work, we considered whether there were any risks of significant weakness in the CCG's arrangements
for securing economy, efficiency and effectiveness in its use of resources that we needed to perform further procedures on. The risks we
identified are detailed in the table below, along with the further procedures we performed, our findings and the final outcome of our work:

Risk of significant weakness Procedures undertaken Findings Outcome

Financial sustainability was identified ~ We considered how the CCG: Our work has identified a significant A significant weakness has been identified
as a potential significant weakness, see * identifies all the significant financial pressures  weakness in arrangements for 2021/22. See resulting in a key recommendation being
page 3 for more details. that are relevant to its short and medium-term pages 9 - 11 for further details. raised.

plans and builds them into its plans

* plans to bridge its funding gaps and identify
achievable savings

* plans its finances to support the sustainable
delivery of servicesin accordance with strategic
and statutory priorities

* ensuresits financial plan is consistent with other
plans such as workforce, capital, investment and
other operational planning which may include
working with other local public bodies as part of
a wider system

* identifies and manages risk to financial
resilience, such as unplanned changes in
demand and assumptions underlying its plans.

Governance was identified as a We reviewed: Our work noted two agreements had not been The value of the agreements was not material

potential significant weakness, see + the governance arrangements in place for formally signed off by the Local Authorities at £367,000 when compared to £55.5 million

page 3 for more details. approving $266 agreements. and one new agreement which had not been  allocated overall. We are therefore not
subject to the CCG’s governance policiesand reporting a significant weakness in this area

* the Finance and Performance Committee papers
and the accompanying S256 agreements,
recommending approval.

procedures. See page 12 for further details. but have included an improvement point for
action.

* Governing Body papers and minutes confirming
approval of S266 agreements.
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Appendix C - An explanatory note on
recommendations

A range of different recommendations can be raised by the CCG’s auditors as follows:

Type of recommendation Background Raised within this report Page reference

Statutory Written recommendations to the CCG under  No N/A
Section 24 (Schedule 7) of the Local Audit and
Accountability Act 2014.

Key The NAO Code of Audit Practice requiresthat  Yes Page 6
where auditors identify significant
weaknesses as part of their arrangements to
secure value for money they should make
recommendations setting out the actions that
should be taken by the CCG. We have
defined these recommendations as ‘key
recommendations’.

Improvement These recommendations, if implemented Yes Pages 16 -18
should improve the arrangements in place at
the CCG, but are not a result of identifying
significant weaknesses in the CCG’s
arrangements.
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