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INVOLVEMENT PROCESS: | Audit Group reviewed at its August meeting before a draft was submitted to NHS
England

FREEDOM OF Public
INFORMATION:

1. PURPOSE OF THE REPORT:

To advise the Governing Body of the new requirements to be built into the NHSE assurance processes and to
review and approve the self-assessment prior to final submission to NHSE; agreeing any remedial actions
required.

2. STRATEGIC OBJECTIVES SUPPORTED BY THIS REPORT:

Indirectly all of those below via accurate reporting and value for money

Continue to improve the quality of services

Reduce unwarranted variations in services

Deliver the best outcomes for every patient

Improve patient experience

Reduce the inequalities gap in North Lincolnshire

3. ASSURANCES TO THE CLINICAL COMMISSIONING GROUP

This provides additional internal assurance around financial management controls and processes in one
document and semi-independent from the Audit Group review. This self-assessment has been benchmarked
against those other CCGs in Y& the Humber. This will form part of NHSE assurance process.

4. [IMPACT ON RISK ASSURANCE FRAMEWORK:

Yes X No

To be added to assurance mapping and for BAF/risk register to be reviewed in the light of this document




5. IMPACT ON THE ENVIRONMENT — SUSTAINABILITY:

Yes No X
6. LEGAL IMPLICATIONS:

Yes No X
7. RESOURCE IMPLICATIONS:

Yes X | No |

Provides some assurances around the use of resources and processes but requires action around QIPP and future
years savings plans for HLHF to close the financial gap in next year and beyond.

8. EQUALITY IMPACT ASSESSMENT:

Yes No X

This is not a plan/policy/procedure

9. PROPOSED PUBLIC & PATIENT INVOLVEMENT AND COMMUNICATIONS:

Yes X No X

Will form part of CCGs assurance process with NHSE which may be published at summary level later in the year
Governing Body paper in public

10. RECOMMENDATIONS:

The Governing Body is asked to:
e Review the assessment to ensure it provides an accurate and rounded view
e Approve the assessment and provide any changes/additional comments
e Agree further action that needs to be taken in weaker areas and timescales
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To CCG Audit Chairs, Accountable Officers and Chief Finance Officers
Financial Control Environment Assessment

| am writing to advise you of an initiative that we are launching across the
commissioning system to help us in delivering one of our key priorities for the NHS in
2015/16 — to achieve financial resilience and sustainability. A financial resilience
toolkit will be rolled out during the summer and autumn, with the aim of supporting
commissioners to secure robust financial delivery in a year of significant challenge.
Building on learnings from a number of recent financial failures in the commissioning
system, the toolkit will focus on four areas — prevention, early warning, financial
recovery, and a menu of supporting tools.

A key element of the prevention module is an assessment of the financial
governance and control environment of each CCG, and it is this in particular that |
am writing to you about today.

As you will know, the NHS is facing a very challenging financial year in 2015/16, one
of the toughest vyet. Although we achieved financial balance across the
commissioning system in 2014/15, this was in no small part because of one-off
benefits and reactive interventions at a local and national level. Had we been unable
to deploy such mitigations then CCGs in aggregate would have finished the year with
a significant deficit. In setting balanced plans for 2015/16 we have already made
use of a number of the mitigations deployed in the latter stages of 2014/15.

A significant contributory factor to the financial position last year was a small number
of CCGs that deteriorated materially from plan, thereby threatening the overall
financial position of the commissioning system. The ten largest deteriorations from
plan amounted to £132m. This level of deterioration will simply be unaffordable in
2015/16, and we need to work together to prevent this happening, to detect earlier
where pressures are building, and to design and implement recovery plans at pace
where necessary.

A review of five of the CCGs with the worst financial performance in 2014/15
highlighted a common issue among them — weak financial governance. | am
therefore asking all CCGs to conduct a rapid review of their financial stewardship
arrangements to help assess whether they may be vulnerable to unexpected
financial deterioration and to identify development needs. As part of the review |

High quality care for all, now and for future generations
3



would ask that remedial actions are agreed with support from local NHSE offices
where appropriate.

To support this process, | enclose a self-assessment checklist. | would be grateful if
you would complete this and review it in your Audit Committee and Governing Body.
You may also find it helpful to discuss the assessment with your internal auditors.
Please forward a copy of your completed checklist to NHS England by the end of
August (in draft with a final version to follow if it is not possible to complete the Audit
Committee review by then). We are developing a separate checklist based on the
CCG version for use by NHS England direct commissioning.

The checklist asks each organisation to evaluate the strength of its financial
governance and controls over a range of key areas. The checklist outlines for each
area the level of governance and control on a scale from ‘excellent’ to ‘improvement
needed’. The descriptions for ‘improvement needed’ are specifically based on recent
observations of organisations in financial distress. This is not expected to be a tick-
box exercise, and should be used to provide an overall sense of the organisation’s
standing against each indicator for the organisation’s own benefit. The checkilist is
designed to be aligned with the finance elements of the 2015/16 CCG Assurance
framework and should inform the assurance process. CCGs are asked to make an
honest assessment of their current state, and organisations will doubtless wish to
address any areas identified as needing improvement as quickly as possible. We will
also develop a feedback process that will enable CCGs to compare their own
assessment with the national picture.

A brief completion guide and FAQ are provided with the checklist.

Regional offices and DCOs will be supporting the completion process and will be in
touch with you shortly. The checklist has been designed as a self-assessment tool,
though in some cases it may be more appropriate for the CCG and the regional
office to complete the document together.

| would like to thank you in advance for engaging with this process, which | think will

play a vital part in ensuring we maintain financial balance in this most challenging of
years.

Yours sincerely

Paul Baumann Ed Smith, CBE, FCA, CPFA, Hon DUniv,
Hon LLDs
Chief Financial Officer Chair of the Audit Committee

High quality care for all, now and for future generations
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Financial performance

€CG name

NHS NORTH LINCOLNSHIRE CCG

Prepared by Therese Paskell
Approved by Allson Cooke
Date approved 20th August Choose from
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Risk management

Identification and
monitoring process.

and financial i Clear
committee.
c process for i
i B2
Al risk:

risk reg

Fully quantified risk.

ully

Process for assessing ri y

Good

Budget holder training limited. At planning stage,

and QIPP. Budget envelopes prepared by finance.
Budget book

pages signed by budget holder and produced by 1 April,

agr y

in place but sometimes there are delays in getting
signatures. Detailed budgets on ledger. Detailed

CHC, MH,

forecasting. Better use of phasing could be made on
the ledger.

by end April

Good

Balance sheet reviewed monthly and flexibility
All

for improvement at accounts wash up re detailed
backup, communication, proactive resolution with

o

arerare.

Accounts wash up actions implemented on AoB.

pr
forecasting linking carefully with FM staff in CCG

Byend March

Good

Balance sheet and control accounts are reconciled
monthly. Audit suggests processes are robust.
PSPP generally good and improving trend. This month

resolution. Internal

‘audit recommendations tracked and just a few

outstanding. No category 1 findings in last year.
Unqualified external audit reports.
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o
i

‘with NLAG/health community, BCF with NLAG, RDASH
and council which the CCG has direct control over. At

Risk sharing is written into HEY and NHS 111 contracts
though the CCG s only an associate to the contract. A

ne!
MH/LD clients. Risks are clearly identified and
processes for managing them.

Response to Monitor/NHSE should £5m of PDC
be granted

by 23rd August

in terms of likelihood and financial i i ded.

reporting.

- Risks.
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engagement.
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Community finance plan risks and mitigations are
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Key risks on risk register financially
more in depth review required to fully evaluate.

Good

risks are financially evaluated by the relevant joint
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Risks matched by

partially by under-

rules.
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‘As well as above, key financial risks are reported to
NHSE and Governing Body/Engine Room and are
matched by mitigations. However, there s little
flexibility to cover any unknown risks that might
‘emerge in year e.g. from NHSE. Cost pressures list

see above re QIPP contingency plans
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improve resilience, cross cover, etc.
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Long running service issues, hence prior to CSU not

Implementation plans to be developed and
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including FM back in

house

consultation/TUPE etc.

Aug-Feb




Audit and other finance
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Financial Control Environment Assessment

Area of consideration

Longer term planning

Sub-area

Self-assessment

Moderate

Detailed financial planning

Credibility and degree of stretch

Moderate

Alignment with activity and provider contracts

In year financial performance

Moderate

Consistency of reporting with ledgers and NHSE
submissions

. . . Comprehensiveness and use as control mechanism Good
Financial reporting
Sufficiency of board reporting to manage overall financial
o Good
position
Standing orders, SFls and delegated authorities Good
Budget setting, monitoring and forecasting and key area
Good
cost control
Balance sheet including intercompany balances (AoB) &
Systems of financial g i/ (AoB) Good
cash
control
Systems & processes (including internal audit response) Good




Risk management

Identification and monitoring process

Level of net risk

Audit and other finance
committees

Governing body ensures effective financial management

Audit Committee performance

Moderate
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