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Executive summary

g\ Value for money arrangements and key
S/ recommendation(s)

Under the National Audit Office (NAO) Code of Audit Practice (‘the Code'), we are required
to consider whetherthe CCG has put in place proper arrangements to secure economy,
efficiency and effectivenessin its use of resources. The auditor is no longer required to give
a binary qualified / unqualified VFM conclusion. Instead, auditors report in more detail on
the CCG’s overall arrangements, as well as key recommendations on any significant
weaknesses in arrangements identified during the audit.

Auditors are required to report their commentary on the CCG’s arrangements under
specified criteria. 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
effectivenessin its use of resources.

We have set out our findings below.

Financial sustainability

NHS Telford & Wrekin CCG reported a deficit of £1.3 million in its financial statements for
the year ended 31 March 2021. This followed a deficit of £13.1 million for 2019/20.

Due to the Covid-19 pandemic, the normal regime of financial planning used in 2019/20
was paused in April 2020 and a temporary financial framework was put into place. Under
this regime the CCG received additional funding that enabled it to breakeven in 2020/21.
In the prior year it had incurred a significant financial deficit (£13.1 million 2019/20).

The CCG merged with NHS Shropshire CCG from 1 April 2021 with a combined CCG
underlying deficit of £71m.. For the 2021/22 financial year the combined CCG has forecast
(ot May 2021) expenditure of £853.8m in comparison to an overall system income
allocation of £804.1m. This leave a total underlying CCG deficit of £49.7mif all of the
system growth allocation remains with the CCG. The system have agreed to operate
under the Intelligent Fixed Payment system and therefore all income will be allocated
across the system on a percentage basis based on underlying cost. As part of the work to
set a realistic 5 year sustainability plan each organisation will have set expenditure
control totals and planned IGE deficit positions for each year, these figures will be
presented to governing bodies in October/November 2021 but it is likely that the CCG
planned deficit for the first year will be significantly higher than £49.7m.
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The Shropshire, Telford and Wrekin Healthcare system has an underlying deficit
position of £135m. To deliver break-even over the next i years the system will need to
make savings of £30m per annum. Six themes have been identified to deliver this.
While we note the progress and joint working being undertaken we consider, once the
special funding arrangements are withdrawn, that it is likely that the CCG will return
to a deficit position.

Governance

Appropriate leadership is in place. The CCG is led by its Governing Body which is
supported by an appropriate committee structure. A risk management strategy is in
place and the Board Assurance Framework is reported regularly to the Governing
Body. Policies and procedures are in place and were refreshed as part of the recent
merger

The CCG has an appropriate annual budget setting process in place and financial
management processes are appropriate. Budget monitoring and reporting is
appropriate and the Governing Body received regular financial updates during
2020/21. While processes are appropriate we note that the CCG moved into deficit in
2019/20 and following its merger with NHS Shropshire CCG now faces significant
combined deficit. Given the recent merger the combined CCG will need to work with
its health economy partners to manage the underlying service delivery issues that
have led to this continuing overspend.

The proposed merger between NHS Shropshire CCG and NHS Telford & Wrekin CCG
took place on 1st April 2021. This was in line with the timetable agreed with NHSE/I.
Appropriate processes were put in place to support the merger and the merger did
not cause disruption to services.

The CCG is working with other health economy commissioners and providers, as part
of the STP, to deliver an integrated care system. A shadow Integrated Care System
(ICS) Board was established in January 2020 to facilitate a greater degree of co-
dependency and shared responsibility across the health system. This is crucial to the
financial health of the system and patient care. Further action is needed to deliver
tangible progress on integration and transformation.
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Executive summary

g\ Value for money arrangements and key
=/ recommendation(s)

Improving economy, efficiency and effectiveness

Performance and performance monitoring is appropriate. Quality and Performance
reports are presented to the Governing Body at each meeting. The reports identify
areas which are currently a challenge to the CCG and the wider healthcare system.

We note that the March 2021 highlighted a number of challenges to the CCG. In
particular, the CCG’s main provider Trust, SaTH has been rated inadequate at the
two latest CQC inspections (most recently April 2020).

As part of our work we considered the CCGs arrangements for monitoring SaTHs
performance and for supporting its improvement. We found that the CCG can
demonstrate a full understanding of the performance issues at SaTH and that
engagement with the Trust has improved over the last year. More detail is provided
later in our report.

We note that despite these actions that SaTH’s patient care performance still needs
to improve further. This remains a matter of concern for both ourselves and the CCG.
Continued action is needed in this area by the CCG and its partners.
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B Opinion on the financial
statements

We have completed our audit of your financial statements and issued an
unqualified audit opinion on 14 June 2021, following the Audit Committee
meetingon 9 June 2021.

.Opinion on regularity

We are required to give a regularity opinion on whether the expenditure
and income reported in the financial statements have been applied to the
purposes intended by Parliament and the financial transactions conform
to the authorities which govern them (the regularity opinion).

We issue a qualified regularity opinion, as the CCG breached its revenue
resource and revenue administration resource limit for the year.

On 14 June 2021 we also referred a matter to the Secretary of State
under section 30 (b) of the Local Audit and Accountability Act 2014 in
relation to the CCG’s breach of its revenue resource limit and
administration resource limit.
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Use of formal auditor's powers

We bring the following matters to your attention:

Statutory recommendations
Under Schedule 7 of the Local Audit and Accountability Act 2014, auditors can make written ~ We did not issue any statutory recommendations.
recommendations to the audited body.

Section 30 referral

Under Section 30 of the Local Audit and Accountability Act 2014, the auditor of an NHS body ~ On 14 June 2021 we referred a matter to the Secretary of State under section 30 (b) of the
has a duty to consider whether there are any issues arising during their work that indicate Local Audit and Accountability Act 2014 in relation to the CCG’s expenditure exceeding its
possible or actual unlawful expenditure or action leading to a possible or actual loss or income and the CCG’s breach of its revenue resource limit and administration resource limit.
deficiency that should be referred to the Secretary of State, and/or relevant NHS regulatory

body as appropriate.

Public Interest Report

Under Schedule 7 of the Local Audit and Accountability Act 2014, auditors have the powerto ~ We did not issue a Public Interest Report.
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.
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Key recommendation

{&% ) Improving economy, efficiency and effectiveness

01 Recommendation

We recommend that the CCG reconsider its planned expenditure and the deliverability of its
savings schemes and amends its financial plan as necessary to deliver a balanced financial
position.

Why/impact

The CCG has a significant underlying deficit. Without the introduction of revised expenditure
and savings plans the CCG will not be able to deliver a balanced financial position and support
the transformation of healthcare in Shropshire, Telford and Wrekin.

Auditor judgement

The CCG has not been able to develop plans during 2020/21to address NHS Shropshire, Telford
& Wrekin CCG’s predicted deficit for 2021/22 and to achieve the efficiency target set for it by
NHS England.

Summary findings

The CCG reported a deficit of £1.3 million in its financial statements for the year ended 31 March
2021. We note that for 2020/21 additional funding was made available to NHS bodies to support
patient care during the Covid 19 pandemic. In our view this additional funding has enabled the
CCG to deliver a surplus where in previous years it has incurred a significant financial deficit
(£13.1 million 2019/20).

The Department of Health have introduced special funding arrangements for 2021/22 which will
ensure that the CCG does not incur a deficit in the first 6 months of the year. It is possible that
these arrangements will be extended into the second part of 2021/22. The CCG is also working
with its system partners to ensure that the system gets back into financial balance by 2025/26. In
the interim, once the special funding arrangements are withdrawn, it is likely that the CCG will
return to a deficit position. More detail is provided on page 8 and 9.

Management
comment

The CCG is working with all system partners (with input from NHSEI) to develop a 5 year realistic
sustainability plan which takes the overall system towards a breakeven position by year 5. This
requires all partners to work together on significant system healthcare transformation schemes
as well as internal organisational efficiencies. The first draft of the plan will be presentedto
system organisation governing body meetings in October/November 2021.

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

Arrangements for ensuring that
the CCG makes appropriate
decisions in the right way. This
includes arrangements for budget
setting and management, risk
management, and ensuring the
CCG makes decisions based on
appropriate information.

Commentary on the CCG's arran

%

Improving economy, efficiency
and effectiveness

Arrangements for improving the
way the CCG delivers its services.
This includes arrangements for
understanding costs and
delivering efficiencies and
improving outcomes for service
users.
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