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Dear Governing Body Members 

Annual Audit Letter 2015/16 

I am delighted to present to you our Annual Audit Letter for the 2015/16 audit year. The purpose of this 
document is to summarise the outcome of the audit of NHS North Tyneside Clinical Commissioning Group 
(CCG’s) 2015/16 annual accounts and our work on the value for money conclusion.  

We carried out our audit in accordance with the Code of Audit Practice prepared by the Comptroller and 
Auditor General as required by the Local Audit and Accountability Act 2014 and delivered in line with the 
timetable established by the Department of Health and NHS England.  

I would like to express my thanks for the assistance of all the finance team in both the CCG and in North of 
England Commissioning Support (NECS) as well as management and the Audit Committee. 

If you would like to discuss any matters in more detail then please do not hesitate to contact me on 0191 
383 6314. 

Yours faithfully 

  

  

  

Cameron Waddell 
Mazars LLP 

 

 



 

 

 

Contents 
 

 

01 Key messages ........................................................................................................................ 5 

02 Financial Statements ............................................................................................................. 7 

03 Economy, Efficiency and Effectiveness ............................................................................. 10 

04 Future Challenges ................................................................................................................ 17 

05 Fees and Closing Remarks ................................................................................................. 19 

Appendix A - Materiality ........................................................................................................... 20 

 



 

4 

 

 

 

 

 

 

 

 01 

Key Messages 

This Annual Audit Letter 
summarises the findings 
from our 2015/16 audit 
of NHS North Tyneside 
Clinical Commissioning 
Group (the CCG). 
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01 Key Messages 
In 2015/16 our audit of NHS North Tyneside Clinical Commissioning Group (the CCG) was made up of two 
elements: 

• auditing your financial statements (including a review of the Annual Governance Statement and Annual 
Report (including auditing certain sections of the Remuneration report); and 

• assessing arrangements for achieving value for money (VFM) in your use of resources.  

We reported the detailed findings from our audit work to those charged with governance (members of the 
Governing Body) in our Audit Completion Report, on 24 May 2016 and in our Update Letter dated 25 May 
2016. The key conclusions for each element are summarised below: 

Audit of the financial statements (the accounts) 

We issued an audit report including an unqualified opinion on the CCG’s accounts on 25 May 2016. The audit 
progressed smoothly and identified only a small number of errors, with no significant issues or material 
errors. The draft accounts were of a good quality as was the standard of supporting working papers. While 
our work did not identify instances where the CCG had not used the money allocated by Parliament in the 
way intended or in accordance with relevant authorities, the CCG incurred expenditure in excess of specified 
targets. We therefore issued a modified regularity opinion on 25 May 2016. 

Value for money 

We carried out our work in line with guidance issued by the National Audit Office, to satisfy ourselves that 
the CCG had proper arrangements in place during 2015/16 for securing economy, efficiency and 
effectiveness in your use of resources. Further detail on our approach is set out in section 03. 

In light of the fact that the CCG has not yet succeeded in addressing the deficit in its budget and is forecasting 
a cumulative deficit of £19.3 million for 2016/17, we issued a qualified (except for) value for money 
conclusion on 25 May 2016. 

  

 

  



 

6 

 

 

 

  02 

Financial 
Statements 
(the accounts) 

The CCG produced 
good quality accounts, 
supporting an efficient 
audit. We issued an 
unqualified opinion on 
the accounts before 
the deadline. The 
deficit at the year-end 
led us to issue a 
qualified (except for) 
regularity opinion. 
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02 Financial Statements 
Audit of the Financial Statements (the accounts) 

We audited the CCG’s accounts in line with auditing standards and we reported the detailed findings of the 
audit to the Governing Body on 24 May 2016 in our Audit Completion Report and in our Update Letter dated 
25 May 2016. Following this meeting we issued an audit report including an unqualified opinion on the CCG’s 
financial statements and the remuneration report on 25 May 2016. This enabled the CCG to submit its 
audited annual report and accounts to NHS England (NHSE) before the 29 May 2016 deadline.  

Our work on the CCG’s accounts is designed to provide reasonable assurance that they are free from material 
misstatement. The assessment of materiality is a key part of our work and we specify an overall materiality 
threshold, based upon one per cent of the CCG’s gross revenue expenditure, together with lower materiality 
values for accounting entries we consider to be more sensitive i.e. the remuneration report. We consider 
materiality when planning and performing our work and in assessing audit results. At the planning stage, we 
made a judgement about the size of misstatements which we would consider to be material and which gave 
a basis for determining the nature, timing and extent of risk assessment procedures, identifying and 
assessing the risk of material misstatement and determining the nature, timing and extent of further audit 
procedures. We updated our materiality calculation when we received the draft accounts and set the overall 
level at £3.2 million. Appendix A provides more information on our approach. 

Having considered the risks of material misstatement, we identified two areas of significant risk. Our findings 
in each area are summarised below: 

Risk Description of the risk 
 

How we addressed the risk Our conclusion 
 

Management 
override of 
controls 

In all entities management is in a 
unique position to perpetrate 
fraud because of the ability to 
manipulate accounting records 
and prepare fraudulent accounts 
by overriding controls. Due to 
the unpredictable way in which 
this could occur there is a 
significant risk on all audits. 

Auditing standards mandate an 
element of substantive testing on all 
audits regardless of the effectiveness 
of the system of internal control. As a 
result we tested the appropriateness 
of journals and other adjustments. We 
also reviewed areas of management 
judgement, estimation techniques and 
significant transactions that seemed 
outside of the CCG’s usual business. 

Our work 
provided the 
assurance we 
sought and did 
not highlight any 
material 
reporting issues. 

Expenditure 
recognition 

There is a risk of fraud due to 
the potential recognition of 
expenditure in the wrong year. 
This does not mean we suspect 
actual fraud but that we 
maintain appropriate 
professional scepticism. 

We addressed this risk by testing 
expenditure to ensure it was 
recognised in the appropriate year. 
We also reviewed inter-NHS 
reconciliations and data matches 
provided by the Department of 
Health. 

Our work 
provided the 
assurance we 
sought and did 
not highlight any 
material 
reporting issues. 
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Preparation of the accounts 

The CCG presented us with draft accounts in accordance with the national deadline which were of good 
quality, as were supporting working papers which were made available from the start of the audit fieldwork. 
Other supporting evidence was produced on a timely basis throughout the audit.  

Issues arising from the audit of the accounts 

The audit progressed smoothly, and identified only a small number of errors, with no significant issues and 
no material errors. The Chief Finance Officer amended the draft accounts for the small number of disclosure 
changes identified during the audit. These were primarily to improve the presentation of the accounts and 
were not a reflection of poor processes by the CCG. 

Annual report 

We reviewed the CCG’s draft annual report, which includes the remuneration report, and found a small 
number of amendments necessary before this was finalised. 

Governance Statement (‘GS’) 

The aim of the GS is to give a sense of how successfully the CCG has coped with the challenges it faces and 
of how vulnerable the organisation’s performance is or might be. 

We reviewed the GS to see whether it complied with relevant guidance and whether it was misleading or 
inconsistent with what we know about the CCG. We found no areas of concern to report in this context. Both 
the governance statement and the annual report were consistent with our understanding of the CCG. 

Regularity opinion 

We give our opinion on whether, in all material respects, you used the money allocated by Parliament in the 
way intended and in accordance with the various authorities governing the transactions. Our work identified 
the incurrence of expenditure in excess of the specified targets and we therefore issued a modified regularity 
opinion on 25 May 2016. 

Weaknesses in internal control  

Our work on the CCG’s financial systems identified no significant deficiencies in internal control.  

The NECS service auditor reports for 2015/16 highlighted control exceptions; based on our assessment, there 
was no material impact on our opinion.  

Assurance to the National Audit Office 

Although the CCG is a stand-alone entity, along with the other 210 CCGs in England it forms part of the NHS 
England group. NHSE consolidates all CCG accounts to prepare its own accounts. The NAO, as the auditor of 
NHS England, instructs the auditors of CCG’s to carry out specified procedures to inform an assurance 
statement that reports whether the consolidation information submitted by the CCG to NHS England is 
consistent with the audited accounts of the CCG.  

On 25 May 2016 we reported that the CCG consolidation template was consistent with the audited Annual 
Report and Accounts. The CCG submitted this report to NHSE to meet the deadline of 27 May 2016, enabling 
consolidation of the accounts of the NHS accounting group. 
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  03 

Securing 
Economy, 
Efficiency and 
Effectiveness  

Our work showed that 
the CCG had 
arrangements in place to 
secure value for money 
(VFM) in its use of 
resources except for the 
CCG reporting a deficit 
of £19.3 million in its 
financial statements for 
the year ending 31 
March 2016. 
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03 Economy, Efficiency and 

Effectiveness 
For 2015/16, we were required to: 

 satisfy ourselves that the CCG had made proper arrangements for securing economy, efficiency and 

effectiveness in its use of resources; and 

 report on an exception basis only in the auditor’s report.   

Updated National Audit Office guidance is based on one overall criterion, supported by three sub-criteria, as 
set out below.     

Overall criterion: in all significant respects, the audited body had proper arrangements to ensure it took 
properly informed decisions and deployed resources to achieve planned and sustainable outcomes for 
taxpayers and local people. 

Sub-criteria 

Informed decision making 

Sustainable resource deployment 

Working with partners and other third parties 

As part of our work, we also: 

 reviewed your annual governance statement; 

 reviewed the work of other relevant regulatory bodies or inspectorates to the extent the results of the 

work have an impact on our responsibilities; and 

 carried out risk-based work we determined appropriate. 

A summary of our findings against each sub-criteria and our overall assessment is set out in the sections that 
follow. This includes the findings from our work on the significant risk we identified in relation to financial 
sustainability. This risk was initially included in our Audit Strategy Memorandum that was reported to the 
Audit Committee on 15 January 2016 and subsequently confirmed in our Value for Money Risk Assessment 
report to the Audit Committee on 18 March 2016.  

Informed decision-making 

The CCG’s Governing Body receive performance update reports, which summarises CCG performance 
against key constitutional indicators, on a regular basis for consideration and comment. Reasons for any 
areas of underperformance along with required actions are also reported. 

The CCG is also required to provide assurance to NHS England as part of formal quarterly review sessions.  

The CCG continues to produce regular finance reports for the Governing Body along with updates to the 
Audit Committee and Governing Body.  These reports are clear and easy to interpret.   

There is an established Governance structure in place at the CCG which has continued to be strengthened 
by the Finance committee. The Governing Body has maintained a good understanding of the challenges 
facing the CCG and the wider health economy. Work carried out on Governance Structures by Internal Audit 
gave significant assurance with no issues of note. 
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An up to date Constitution is in place which sets out the arrangements made by the CCG to meet its 
responsibilities including commissioning healthcare for the people of North Tyneside for whom it is 
responsible is in place. It outlines the governing principles, rules and procedures used to ensure probity and 
accountability in the day to day running of the Clinical Commissioning Group. 

The CCG has received an overall internal audit opinion of significant assurance for 2015/16. A comprehensive 
internal audit plan is in place which is linked to the strategic priorities of the CCG and the different sources 
of assurance.   

There is appropriate challenge by the Audit Committee over coverage and risk areas. The Audit Committee 
also helps ensure it delivers on its oversight role by considering key documents such as the governance 
statement early in the process (including challenging themselves on whether all potential significant 
governance weaknesses had been considered).  

Regular risk management reports, including an updated Risk Management Policy, are presented to the Audit 
Committee before being reported to the Governing Body.  

In light of the CCG’s reported financial position, NHS England commissioned an external review of the CCG 
that took place in March 2016. The resulting report made several recommendations for improvement. Areas 
that relate to Informed Decision Making include: 

 making the Governing Body the ultimate accountable body, with the Clinical Executive becoming a sub-
committee of it; 

 amending the membership of the Governing Body to include clinical directors and representatives from 
localities; 

 reviewing the agenda for the Council of Practices to include items that members have influence on; 

 ensuring the Finance Committee has sufficient time for discussions and to receive up to date information; 

 providing additional support, where required, to the non-financial Lay Members to provide them with 
adequate knowledge to understand the financials and hold the executive team to account; and 

 using planned development sessions to strengthen the relationships between clinical directors, 
executives and lay members. 

The CCG has accepted all of the recommendations and is now in the process of implementation.  

Sustainable resource deployment 

We highlighted above the Significant Risk we identified in relation to financial sustainability. One of the main 
challenges in relation to the Financial Recovery Plan was the achievement of QIPP. In order to assess the 
robustness of the Quality, Innovation, Productivity and Prevention (QIPP) plans, we carried out testing of the 
achievement of the CCG’s QIPP plans for 2015/16. In addition we also tested the CCG’s arrangements for the 
2016/17 QIPP plan along with a high level review of the 2017/18 QIPP target. 

Achievement of 2015/16 QIPP programme 

The CCG had a QIPP target of £11.9 million in 2015/16 which was made up of a number of individual projects, 
each having an individual savings target. 

The CCG have formal arrangements in place for the production and monitoring of QIPP schemes through the 
implementation of the Plan on a Page (PoaP). This ensured that each project is subject to a detailed appraisal 
process outlining governance and financial arrangements for each project before being approved and 
included in the QIPP plan. 
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Detailed testing identified that: 

 the target for each project was subject to a detailed process which included financial estimates based on 
evidence which were risk assessed; 

 each project was monitored during the year using both performance and financial targets; and 

 the monthly QIPP tracker produced by finance staff allowed project managers to be aware of financial 
achievements/issues during the year and at year end. 

Based on the Month 12 QIPP tracker, the CCG achieved £11.7 million of QIPP savings during 2015/16, 98.7 
per cent of the total planned savings, and £151,000 short of achieving its target. 

Arrangements for achievement of 2016/17 QIPP programme 

The CCG’s 2016/17 budget is predicated on achieving a challenging 2016/17 QIPP target of £20.3 million 
which was made up of a number of individual projects, each having an individual savings target. 

The CCG have continued with formal arrangements in place for the production and monitoring of QIPP 
schemes through the implementation of the Plan on a Page (PoaP). The CCG’s 2016/17 Financial Recovery 
Plan (version 3) submitted to NHS England, identified that all of the required QIPP savings were already 
secured in contracts or secured in budgets. 

As in 2015/16, the monthly QIPP tracker will allow project managers to be aware of financial 
achievements/issues during the year. 

NHS England’s external review of the CCG that took place in March 2016 made several recommendations in 
relation to the 2016/17 QIPP target, including: 

 strengthening capacity for QIPP development and delivery (at least in the short term); 

 the need to identify additional QIPP opportunities along with robust implementation plans; 

 reviewing the potential to bring forward timeframes to mitigate against the risk of slippage in QIPP 
schemes; and 

 developing and executing a detailed, operationally focused and specific short term plan for delivering 
the vision with clear timelines and owners.  

The CCG has accepted all of the recommendations and is now in the process of implementation.  

Review of 2017/18 QIPP target 

As part of their medium term financial planning, the CCG have identified a 2017/18 QIPP requirement of 
£7.5 million. Some of the required savings will be achieved as a result of ongoing 2016/17 QIPP schemes 
however the CCG are continuing to carry out work on other potential QIPP schemes in order to achieve the 
overall target.   

In addition to the specific work on the Significant Risk above we also carried out a review of the CCG’s 
sustainable resource deployment arrangements, and the key messages can be found below.       

The CCGs 5 year Strategic Plan and 2015/16 Operational Plan were approved by NHS England and is well-
aligned with the NHS England Forward View and local priorities. 

During 2015/16 the CCG has relied on a number of interim officers at a senior level however these officers 
have helped to provide experience and expertise.  The CCG has benefitted from the continuity of North of 
England Commissioning Services (NECS) staff throughout 2015/16.  

Work carried out by Internal Audit on Management Arrangements gave significant assurance with no issues 
of note.  

The CCG carried out a detailed review of expenditure and the Financial Recovery Plan’s projected savings at 
Month 6. This resulted in the planned 2015/16 deficit increasing from £14.3 million to £19.3 million. Financial 
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reports received by the Governing Body since this review has consistently reported this figure.  As a result of 
this we issued a report to the Secretary of State for Health under Section 30 of the Local Audit and 
Accountability Act 2014 on 9 February 2016. This report is included as Appendix D. 

The final 2015/16 outturn financial position was that the CCG exceeded its allocation by £19.3 million. The 
NHS England Area Team have been aware of these developing financial challenges and has introduced a 
timetable of formal monthly meetings to discuss progress against the Financial Recovery Plan. The last 
meeting with NHS England on 17 May 2016 and the CCG were informed that NHS England were content with 
progress to date. 

As outlined above, the CCG’s 2016/17 budget includes the carried forward 2015/16 deficit. In addition the 
CCG have a challenging QIPP of £20.3 million in order to achieve a standstill outturn position i.e. 2016/17 
deficit of £19.3 million. Internal audit work on QIPP arrangements gave significant assurance. 

Working with partners and other third parties 

The CCG places great importance on maintaining and further developing relationships with its key partners 
as part of delivering the best possible care and services for people of North Tyneside.  

Partnership Working has been identified as a Corporate Risk at the CCG. Due to this importance, internal 
audit carried out work on the governance arrangements supporting partnership agreements and gave 
significant assurance. 

The Commissioning Plan is available of the website and is well aligned to the Strategic priorities. In addition 
the CCG ensure that current plans are aligned with the Health and Wellbeing Board strategic priorities. 

Key partners include North Tyneside Council (the Council), the local Health and Wellbeing Board, the NHSE 
Area Team, local foundation trusts, Healthwatch and the voluntary sector. 

There is a Policy and Framework for Partnership Governance in place at the CCG. 

The CCG has clearly set out its commissioning priorities for the year, informed by the joint assessment of 
local needs.   

2015/16 was also the first year of the Better Care Fund (BCF). This took the form of a pooled budget involving 
the CCG and Council working together, with a total budget of £13.6 million. Whilst the first year of the BCF 
has undoubtedly proved challenging, a review carried out by the CCG’s internal auditors gave an overall 
assurance rating of ‘significant with Issues of Note’. The issues of note identified were around the BCF 
Partnership Board and reporting outputs.  Action has now been taken to address the issues identified in the 
report.  

Contracts have been negotiated and signed with major providers, however financial challenges remain 
around achieving the savings required. A review of Contract Monitoring was carried out by Internal Audit.  
The level of assurance given in this report was ‘significant with no issues of note’.    

Overall assessment (‘reality check’) 
Having gathered evidence in each area we have conducted a final ‘reality check’, which included 
consideration of our cumulative knowledge of the CCG and, in particular: 

 reports by statutory inspectorates, other regulators and external advisors; 

 achievement of performance and other targets; and 

 performance against budgets and other financial targets. 

We do this to identify anything that would make us reconsider our conclusion. 
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Evidence Auditor assessment 

Reports by statutory 

inspectorates or other 

regulators 

As well as its own assurance framework, the CCG is assessed against the NHSE’s assurance 

framework, along with other CCGs. The CCG discuss progress with NHS England’s Area 

Team on a quarterly basis. The latest rating for 2015/16 (Quarter 3) identifies the CCG as 

‘Assured with Support’ due to its financial position. Our current understanding is that this 

assessment was unlikely to change for Quarter 4.  

Due to the reported financial position, the CCG meet on a monthly basis with the NHS 

England Area Team to discuss their Financial Recovery Plan. 

Achievement of 
Performance and other 
targets 

In the draft Annual Report the CCG reported that it had met the majority of the 
Performance targets as indicated in the NHS England Planning Guidance, which 
required the CCG to: 

 continue to meet the rights and pledges set out in the NHS Constitution; 

 deliver the NHS Mandate requirements by improving performance against 
seven nationally selected outcome measures across the five domains of the 
NHS Outcome Framework; and 

 deliver the five national and two local measures of the Quality Premium. 

Performance against 
budgets and other 
financial targets 

In 2015/16 the CCG did not meet its statutory duty to ensure that expenditure in a 
financial year did not exceed income. The 2015/16 outturn position was that the CCG 
overspent by £19.3m. In addition the CCG failed to achieve their performance targets 
for the Administration expenditure performance target (overspend of £851k) it failed to 
achieve the Programme  expenditure performance target (overspend of £18.432m) 

The 2016/17 budget was approved by the Governing Body in March 2016 however 
given that the CCG now face a cumulative deficit and a challenging in year QIPP target, 
it is likely that they will again breach statutory financial duties.  

Conclusion 

Having completed our work, we have identified matters that we need to report. These relate to the fact that 
the CCG exceeded its 2015/16 allocation by £19.3 million. The 2016/17 budget is based on a deficit balance 
of £19.3m as a result of overspends in previous years. Under current plans the CCG will not have repaid its 
deficits from previous years until 2017/18. 

This means that the CCG has not achieved sections 223H(1), 223I(3) and 223J(3) of the NHS Act 2006 (as 
amended) in 2015/16 which state that clinical commissioning groups have statutory duties to: 

 ensure expenditure in a financial year does not exceed income; 

 ensure revenue resource use does not exceed the amount specified in directions; and 

 ensure administration resource use does not exceed the amount specified in the Direction. 

As a result we expect to conclude that, during 2015/16, the CCG had arrangements in place to secure value 
for money (VFM) in its use of resources except for the CCG reported a deficit of £19.3 million in its financial 
statements for the year ending 31 March 2016, as a result of this the CCG breached its statutory duties 
under: 

 section 223H(1) of the NHS Act 2006 (as amended) to ensure expenditure did not exceed income in 
2015/16;  

 section 223I(3) of the NHS Act 2006 (as amended) to ensure revenue resource use does not exceed the 
amount specified in the Direction; and 
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 section 223J(3) of the NHS Act 2006 (as amended) to ensure administration resource use does not 
exceed the amount specified in the Direction. 

The CCG has not yet succeeded in addressing the deficit in its budget. The 2016/17 budget is based on a 
deficit balance of £19.3m as a result of overspends in previous years. Under current plans the CCG will not 
have repaid its deficits from previous years until 2017/18. 

This is evidence of issues in relation to proper arrangements for planning finances effectively to support the 
sustainable delivery of strategic priorities and maintain statutory functions. 
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04 

Future 
Challenges 

The CCG continues to 
face significant financial 
and other operational 
challenges in 2016/17 
and beyond. 
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  04 Future Challenges 

 

Financial challenges 

As outlined previously, the CCG reported a deficit of £19.3 million at the end of 2015/16. This deficit and the 
ongoing challenging financial position at the CCG has resulted in the FRP identifying a projected deficit before 
showing a breakeven position in 2018/19.  

One of the greatest areas of risk to the overall FRP comes from increasing demand for health services in 
North Tyneside. This is due to a combination of issues including a growing elderly population who need 
additional community-based care for complex health needs along with an increased number of patients 
attending local hospitals and receiving care which is higher than other areas nationally. 

The financial challenges will require continued careful management to ensure that all key savings are 
achieved. In order for this to be best achieved a number of key stakeholders, for example Clinical Executive, 
Council of Practice and the Governing Body, will need to work closely together. 

Operational challenges 

North East Ambulance Service  

There is a risk of failure to deliver key outcomes, which could ultimately result in patient care being 
compromised, due to the North East Ambulance Services (NEAS) contract under performance have dropped 
below the 75% standard for a response within eight minutes of a 999 call. The CCG is working with other 
local CCG’s and NEAS to support recovery in 2016/17 and they have identified a number of actions for to 
improve response times. 

Accountable Care Organisation (ACO) 

During 2016/17 the CCG is working with partners to develop an ACO model with the aim of a full system 
sign-off and model evaluation complete for April 2017. Within the ACO model, the majority of providers will 
work together under a single agreement to ensure that services are delivered correctly to support the health 
and wellbeing of North Tyneside residents. During the ongoing development of the Accountable Care 
Organisation (ACO), the CCG should ensure that it engages with member practices to ensure that they are 
provided with sufficient information on which to make informed decisions.  
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05 

Fees and 
Closing 
Remarks 

The 2015/16 audit was 
delivered within the 
scale fee set by the 
Public Sector Audit 
Appointments Limited. 
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  05 Fees and Closing Remarks 

 

We can confirm the final audit fee for 2015/16 was £52,500 plus VAT.  

We have discussed and agreed this letter with officers and will present it to the Audit Committee on 15 July 
2016.  

During the audit year we have continued to support the CCG in other ways, including:  

 Attendance at Audit Committees where we inform the Committee about progress on the audit, report 
our key findings and update it about developments in the NHS, CCG’s, and the wider environment. 

 Hosting events for staff, such as our NHS Accounts workshops.  

Further detailed findings, conclusions and recommendations in the areas covered by the audit are included 
in the reports issued to the CCG during the year, which are summarised below. 

Report Date Issued 

2015/16 Audit Fee Letter April 2015 

Audit Strategy Memorandum January 2016 

Progress Reports to Audit Committee To each Audit Committee meeting 

Audit Completion Report May 2016 

Auditors Report May 2016 

Annual Audit Letter July 2016 

 

The CCG has taken a positive and constructive approach to our audit and I wish to thank the Governing Body 
and Audit Committee for their support and co-operation throughout. We would also like to record our 
appreciation for the assistance and co-operation provided to us during our audit by staff from both the CCG 
and NECS.  

We are committed to supporting the CCG move forward with clarity of purpose and strong governance and 
accountability arrangements. Mazars currently audits a further eight CCG’s and advises many other NHS 
bodies across the country. We will meet with the CCG and NECS to identify learning from the 2015/16 audit 
and will continue to share our insights from other CCG’s, across the NHS and relevant knowledge from the 
wider public and private sector. 

 

Cameron Waddell 
Partner 

July 2016 
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Appendix A - Materiality 
 

Materiality is an expression of the relative significance or importance of a particular matter in the context of 
financial statements as a whole.  

Misstatements in financial statements are considered to be material if they, individually or in aggregate, could 
reasonably be expected to influence the economic decisions of users taken on the basis of the financial 
statements.  

Judgements on materiality are made in light of surrounding circumstances and are affected by the size and 
nature of a misstatement, or a combination of both. Judgements about materiality are based on 
consideration of the common financial information needs of users as a group and not on specific individual 
users. 

The assessment of what is material is a matter of professional judgement and is affected by our perception 
of the financial information needs of the users of the financial statements. In making our assessment we 
assumed that users: 

 have a reasonable knowledge of business, economic activities and accounts;  

 have a willingness to study the information in the financial statements with reasonable diligence; 

 understand that financial statements are prepared, presented and audited to levels of materiality; 

 recognise the uncertainties inherent in the measurement of amounts based on the use of estimates, 
judgement and the consideration of future events; and 

 will make reasonable economic decisions on the basis of the information in the financial statements. 

We considered materiality whilst planning and performing our audit.  

Whilst planning, we made judgements about the size of misstatements which we considered to be material 
and which provided a basis for determining the nature, timing and extent of risk assessment procedures, 
identifying and assessing the risk of material misstatement and determining the nature, timing and extent of 
further audit procedures.  

In 2015/16 we set materiality at the planning stage at £3.160 million (approximately 1 per cent of turnover) 
with a clearly trivial threshold of £95k below which identified errors will not usually be reported. We set 
lower materiality levels for the disclosure of senior managers’ remuneration as we considered this item to 
be of specific interest to users of the accounts sufficient to warrant audit procedures which would not 
otherwise be applied based on the materiality level for the audit as a whole. The materiality determined at 
the planning stage did not necessarily establish an amount below which uncorrected misstatements, either 
individually or in aggregate, would be considered as immaterial. 

We revised materiality for the financial statements as our audit progressed. Our closing assessment of 
materiality in 2015/16, based upon the final version of the financial statements, was £3.208 million with a 
clearly trivial threshold of £96k below which identified errors were not reported. 

We discussed with management any significant misstatements or anomalies that we identified during the 
course of the audit and we reported in our Audit Completion Report all unadjusted misstatements we 
identified other than those which were clearly trivial, and obtained written representation that explained 
why these remain unadjusted. 
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Please get in touch… 

Should you require any further information, please do not hesitate to contact: 

 

 

Cameron Waddell 

Partner 

D: +44 (0)191 383 6314 

E: cameron.waddell@mazars.co.uk 

 

Address 

The Rivergreen Centre 

Aykley Heads  

County Durham 

DH1 5TS 

T: +44 (0)191 383 6300 

F: +44 (0)191 383 6350 
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