Auditor's Annual Report
2023/24

NHS Derby and Derbyshire Integrated Care Board

July 2024




Contents

Page
KEY CONTACTS
01 Executive Summary 3
02 Audit of the Financial Statements 5
Andrew Cardoza
03 Value of Money 9

Director

andrew.cardoza@kpmg.co.uk

a) Financial Sustainability
b) Governance
Timothy Wakefield c) Improving economy, efficiency and effectiveness

Manager

timothy.wakefield@kpmg.co.uk

Raghav Sikka
Assistant Manager

raghav.sikkal@kpmg.co.uk

This reportis addressed to NHS Derby and Derbyshire Integrated Care Board (the ICB). We take no responsibility to any
member of staff acting in their individual capacities, or to third parties.

External auditors do not act as a substitute for the audited body’s ow n responsibility for putting in place proper
arrangements to ensure that public business is conducted in accordance with the law and proper standards, and that
public money is safeguarded and properly accounted for, and used economically, efficiently and effectively.
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NHS Derby and Derbyshire ICB

ExecutiveSummary

Purpose of the Auditor’s Annual Report

This Auditor's Annual Reportprovides a summaryof the findings and keyissues
arising from our 2023-24 auditof NHS Derby and Derbyshire Integrated Care Board
(the ICB). This reporthas been prepared in line with the requirements setoutin the
Code of Audit Practice published bythe National Audit Office and is required to be
published bythe ICB alongside the annual reportand accounts.

Our responsibilities

The statutory responsibilities and powers of appointed auditors are setoutin the Local
Audit and Accountability Act 2014. In line with this we provide conclusions on the
following matters:

Accounts - We provide an opinion as to whetherthe accounts give a true
and fair view of the financial position ofthe ICB and of its income and

E expenditure during the year. We confirm whether the accounts have been
prepared in line with the Group Accounting Manual prepared by the
DepartmentofHealth and Social Care (DHSC).

Annual report - We assesswhetherthe annual reportis consistentwith
our knowledge ofthe ICB. We perform testing of certain figures labelled in
the remuneration report.

Value for money - We assess the arrangements in place for securing
economy, efficiency and effectiveness (value for money)in the ICB’s use of
resources and provide a summaryof our findings in the commentaryin this
report. We are required to reportif we have identified any significant
weaknesses as aresultofthis work.

Regularity - We assess whether expenditure incurred is in line with the
purposes forwhichitwas provided.

Other reporting - We mayissue otherreports where we determine thatthis
is necessaryin the publicinterestunderthe Local Audit and Accountability
Act.

INE §f O

Findings

We have setout below a summaryof the conclusions thatwe provided in respectof
our responsibilities :

Accounts We issued an unqualified opinion on the ICB’s accounts on
26 June 2024.This means thatwe believe the accounts give a
true and fair view of the financial performance and position of
the ICB.

We have provided further details ofthe key risks we identified
and our response on page 7.

Annual report We did not identify any significant inconsistencies between
the content of the annual reportand our knowledge ofthe ICB.

We confirmed that the Governance Statementhad been
preparedin line with the DepartmentofHealth and Social Care
requirements.

Value for money | We are required to reportif we identify any matters that
indicate the ICB does nothave sufficientarrangements to
achieve value for money.

We have nothing to report in this regard.

Regularity We are required to issue an opinion as to whetherthe
expenditure incurred by the ICB was within its delegated
authorities.

We have nothing to report in this regard.

Other reporting | \We are required under Section 30 of the Local Audit and
Accountability Act to make a referral to the Secretary of State
for Health and Social Care if we identify that the ICB has or is
aboutto enterinto unlawful expenditure. We have not made a
referral. We have not made any reports in the public
interest
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NHS Derby and Derbyshire ICB

Auditof the financial statements

KPMG provides an independent opinion on whether the ICB’s financial statements:
+ Give atrue and fair view of the state of the ICB’s affairs as at 31 March 2024 and of its income and expenditure for the year then ended;

* Hawe been properly prepared in accordance with the accounting policies directed by NHS England with the consent of the Secretary of State in 2023-2024
as being relevant to ICBs and included in the Department of Health and Social Care Group Accounting Manual 2023/24; and

+ Hawe been prepared in accordance with the requirements of the National Health Senice Act 2006 (as amended).

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)”) and applicable law. We have fulfilled our ethical
responsibilities under, and are independent of the ICB in accordance with, UK ethical requirements including the FRC Ethical Standard. We believe that the
audit evidence we have obtained is a sufficient and appropriate basis for our opinion.

Audit opinion on the financial statements
We have issued an unqualified opinion on the ICB’s financial statements on 26 June 2024.
The full opinion is included in the ICB’s Annual Report and Accounts for 2023/24 which can be obtained from the ICB’s website.

Further information on our audit of the financial statements is set out overleaf.



NHS Derby and Derbyshire ICB

Auditof the financial statements

The table below summarises the key risks that we identified to our audit opinion as part of our risk assessment and how we responded to these

through our audit.

Procedures undertaken Findings

We have performed the following proceduresin order to respond to the
significantriskidentified:

Fraudulent expenditure
recognition - completeness
Auditing standards suggestfor
public sector entities arebuttable
assumption thatthereis a risk
expenditure is recognised
inappropriately. As the ICB and
system is required to break even or
achieve theirrevenue resource limit,
there is a risk that non-pay
expenditure, excluding depreciation,
may be manipulated in orderto
report that these have been met.

We have evaluated the design and implementation of controls for
developing manual expenditure accruals atthe end of the year to
verify that they have been completelyand accurately recorded;

We have inspected a sample ofinvoices of expenditure, in the period
after 31 March 2024, to determine whether expenditure has been
recognised in the correct accounting period;

We have selected asample ofyear end accruals and inspected
evidence of the actual amountpaid after year end in order to assess
whetherthe accruals have been accurately recorded.

We have inspected journals posted as partofthe year end close
procedures thatdecreased the level of expenditure recorded in order
to critically assess whetherthere was an appropriate basis for posting
the journal and the value can be agreed to supporting evidence;

We have performed a retrospective review of prior year accruals in
orderto assessthe existence and accuracy with which accruals had
been recorded at 31 March 2023 and considerthe impacton our
assessmentofthe accruals at31 March 2024.

We have performed a year on year comparison ofthe accruals in the
prioryear and current year and challenged managementwhere the
movementis notin line with ourunderstanding of the entity.

We have also performed the following procedures notin response to the
significantrisk as partof our auditof expenditure:

We inspected a sample oftransactions, in the period priorto 31 March
2024,to determine whetherexpenditure has been accurately
represented in the financial statements and recognised in the correct
accounting period;

We reviewed a sample of payments to NHS providers and agree to
agreed paymentschedules and Agreementof Balances submissions

Our analysis ofexpenditure incurred in the financial
year did not identify any unusual patterns thatwere
not corroborated by management.

All invoices samples inspected were found to have
been recognised in the correct accounting period.

Our test of journals posted as partofperiod end
procedures thatincrease the level of expenditure
recorded in year did not identify anyissues.

We noted the ICB has existing high level controls in
place designed to detectthe risk of misstatementof
accruals (such as review of managementaccounts).
However, these controls are not formallydocumented,
and lack the precision specified in orderto meetthe
requirements perauditing standards. Our
consideration ofagreementofbalances variances
exceeding £300k did not indicate and any material
issuesregarding the appropriateness ofthe balance
recognised in the accounts.

We have not identified auditmisstatements or control
deficiencies as aresultofour work performed.

Based on our 2023/24 audit work performed and the
evidence obtained we consider the recognition of
non-pay expenditure to be appropriate.



NHS Derby and Derbyshire ICB

Auditof the financial statements

The table below summarises the key risks that we identified to our audit opinion as part of our risk assessment and how we responded to these

through our audit.

Procedures undertaken Findings

Management override of controls
We are required by auditing
standards to recognise the risk that
managementmayuse theirauthority
to override the usual control
environment.

Assessed accounting estimates for biases byevaluating whether
judgements and decisions in making accounting estimates, even
ifindividuallyreasonable, indicate a possible bias.

In line with our methodology, evaluated the design and
implementation of controls over journal entries and postclosing
adjustments. Assessed the appropriateness of changes
compared to the prioryear to the methods and underlying
assumptions used to prepare accounting estimates.

Assessed the business rationale and the appropriateness ofthe
accounting for significanttransactions thatare outside the
component's normal course ofbusiness, orare otherwise
unusual.

We have analysed all journals through the year using data and
analytics and focused our testing on those with a higherrisk.

We have gained an understanding ofthe controls in place for the
identification ofrelated party relationships and performed testof
the completeness ofthe related parties identified. We have
verified that these have been appropriatelydisclosed within the
financial statements.

* The ICB’s generalledgerallows journals posted bycertain
finance staff and SBS/NHSE to be selfauthorised, thereby
not enforcing segregation ofduties. ISFE system also
allows an approverto override a journal created by
someone else, therefore making the approver both the
creator and approver. These areinherentweaknessesin
the ISFE system.In response, there is a compensating
control whereby the ICB does a monthlyreview of all self
approved journals.

*  We identified 18 journal entries and other adjustments
meeting our high-risk criteria —our examination did not
identify unauthorised, unsupported orinappropriate entries.

*  We did not identify any significantunusual transactions.

*  We noted that the declaration process was followed
appropriatelyby the individuals concerned.

Based on our 2023/24 audit work performed and the
evidence obtained we did not identify any instances of
management override of controls.
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NHS Derby and Derbyshire ICB

ValueforMoney

Introduction Summary of findings

We are required to consider whetherthe ICB has made proper arrangements for
securing economy, efficiency and effectiveness in its use of resources or ‘value for

; i . Financial Governance Improving
money.We 90n3|Qer_whetherthere are sufﬁm_entarrangem entsin plage fort_he ICB sustainability economy,
for the following criteria, as defined by the National Audit Office (NAO) in their Code of efficiency and
Audit Practice: effectiveness
= Financial sustainability: How the ICB plans and manages its resources to
ensureitcan continue to deliver its services. mmentary page 5
it tinue to deliver it i Co 12 14 1
reference
m Governance: How the ICB ensures thatitmakes informed decisions and
< properlymanagesits risks. Identified risks of Yes
Improving economy, efficiency and effectiveness: How the ICB uses significant
@:{? information aboutits costs and performance to improve the way it manages Weakneis in
and delivers its services 2024/257
Actual significant No No No
Approach w eakness identified
We undertake risk assessment procedures in order to assess whetherthere are any in 2024/257
risks thatvalue for moneyis not being achieved. This is prepared by considering the
findings from otherregulators and auditors, records from the organisation and Prior period findings  Risk to significant No significant No significant
performing procedures to assess the design ofkey systems atthe organisation that w eakness was weakness identified  w eakness identified
give assurance over value for money. noted but did not
materialise into a
Where a significantriskis identified we perform further proceduresin orderto consider significant
whetherthere are significantweaknesses in the processesin place to achieve value w eakness
for money.
We are required to reporta summaryofthe work undertaken and the conclusions Deieiy @ il <:> <:> <:>

reached againsteach ofthe aforementioned reporting criteria in this Auditor’'s Annual
Report. We do this as part of our commentaryon VFM arrangements over the

following pages.

We also make recommendations where we identifyweaknesses in arrangements or
other matters thatrequire attention from the ICB.

© 2024 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG global organisation of independent member firms Document Classification: KPMG Public | 10
affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved. u Ificaton: ubli



NHS Derby and Derbyshire ICB

ValueforMoney

NATIONAL CONTEXT

Financial performance

The 2023-24 financial year saw a significantincrease in the level of financial
pressures facing the NHS sector. This followed the end of Covid-19 related financing
arrangements. The sector has faced costpressures from a range of factors, most
significantlythe impacts ofiinflation felt during the year and the costs of industrial
action.

At the end of January 2024 NHS England forecastthat the NHS would record an
overspend of £1.1bn againstits agreed budgets. This came after additional funding
had been made available earlierin the year to supportwith the costs ofindustrial
action.

Operational performance

In January 2023 the Government announced five pledges for2023, including
reducing NHS waiting lists and the time people waitfor procedures. Waiting lists had
grown significantlyduring the Covid-19 pandemic as elective activity was postponed
in orderto prioritise the treatmentof Covid patients and ensure safe working.

According to the Health Foundation the NHS waiting listhad grown from 6.2 million
patients at the beginning 0f2022 to 7.2 million in January2023. There had also been
a significantincrease in the number of patients with long waits. At the end of 2023
there remained 355,000 patients thathad been waiting over a year for treatment.
Income arrangements for the acute sector were revised in year to reimburse
providers for elective activity based on the actual number of patients treated.

System working

The Health and Care Act 2022 formally established integrated care systems (ICSs),
42 partnerships within local geographies to promote closer working between the
organisations responsible for healthcare delivery. Integrated Care Boards were
formed on 1 July 2022, taking over commissioning responsibilityfrom Clinical
Commissioning Groups.

In their first full year of operation ICSs have continued to work to develop and embed
governance arrangements both within the ICBs themselves and as systems.

KPMmG

LOCAL CONTEXT

The ICB is responsible for leading the Derbyshire Integrated Care System (ICS, or
‘JUCD’) on behalfof the system partners. The ICS serves a registered GP
population ofapproximately1.07m people and encompasses two local authorities,
four NHS Foundation Trusts, one trust, Derbyshire GB Alliance & GP Task Force,
DHU Healthcare and the ICB.

Financial performance

In the 2023/24 year the ICB achieved an overall adjusted surplus position £1m
againsttheirrevenue resource limit, exceeding its prior year Plan submission.

This was helped through decrease in costdue to performance of dental contracts.
Whilstwe note that the ICB achieved a strong financial position, there remains a
significantunderlying deficitacross the wider ICS in Derbyshire with a projected
reported system deficitof £44m for the year ended 31 March 2024.

The ICB sits within the Single Oversight Framework segment 3 having dropped from
a segment2in prior period, which requires mandated supportto improve the
financial position.

System working

The Derbyshire system as a whole is recognised to have a challenging financial
position. In line with revised targets, the total system deficitfor the year end 31
March 2024 was £42.3m.

The ICB worked closelywith system partners to develop the 2024/25 finance and
operational plan forthe JUDC System. An initial plan was approved and submitted
which included an adjusted planned surplus for the ICB of £3.7m and system wide
total deficit of £68.8m.

Following this Plan submission, this ICB actively engaged with the NHSE national
team to understand where further savings and efficiencies could be achieved.
Following these discussions, a framework has been agreed thatreduces the deficit
position to £50.0m, excluding the impactof UK GAAP, bringing the Plan for 2024/25
in line with the outturn for 2023/24 and meeting the ask from the national team.

|11




NHS Derby and Derbyshire ICB

Financial Sustainability

How the ICB plans and manages its
resources to ensure it can continue to
deliver its services.

We have considered the following in our work:

How the ICB ensures that it identifies all
the significant financial pressures that are
relevant to its short and medium-term
plans and builds these into them;

How the ICB plans to bridge its funding
gaps and identifies achievable savings;

How the ICB plans finances to support the
sustainable delivery of senvices in
accordance with strategic and statutory
priorities;

How the ICB ensures that its 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; and

How the ICB identifies and manages risks
to financial resilience, e.g. unplanned
changes in demand, including challenge of
the assumptions underlying its plans

Summary of arrangements
We have not identified any significant weakness in the ICB’s arrangements in relation to financial sustainability.

Delivery against 23-24 financial plan

The ICB’s 2022-23 financial plan was a breakeven position and within thatthe assumption that£44.2 million of cash
releasing efficiencysavings would be made. The month seven (October 23) reported year to date deficitfor the ICB
was £5.1m.However at month nine (December2023) the Finance Reportto auditand governance committee showed
that the ICB delivered a year to date (YTD) surplus of£3.5m, with a forecasted year end surplus of £9.6m. This
projected surplus includes non-recurrentbalance sheetsavings of £7.8m to offsetthe additional pressures the ICBis
currently experiencing.

Nearly all of the ICB's income is derived from the core allocation itreceives and thus it does nothave anyincome
pressures. The pressures are related to costs and delivery of the overall ICS plan. There were numerous iterations of
plans through the protracted planning process for 2023/24 where plans had gone through significantchallenge in
orderto reduce the level of deficit at each iteration.

At period end, the ICB achieved an overall adjusted surplus position £1m againsttheir revenue resource limit,
exceeding its prior year Plan submission.

The ICB exceeded its efficiency target, with total savings of £47.8m againsta target of £44.2m.

Whilstwe note that the ICB achieved a strong financial position in year, there remains a significantunderlying deficit
across the wider ICS in Derbyshire with a projected reported system deficitof £44m for the year ended 31 March
2024.Maintaining the ICB’s position, whilstreducing the system level deficitcontinues to be a key priority for the ICB
and other system partners, which will require close working with the wider ICS.

Key financial and performance metrics: 2023-24 2022-23
Planned deficit (adjusted financial performance) £0.0 million £0.0 million
Actual outturn (adjusted financial performance) £1.0 million £(14.8) million




NHS Derby and Derbyshire ICB

Financial Sustainability

Planning Process for 2024/25

The ICB worked closelywith System partners to develop the 2024/25 finance and operational plan
for the JUCD System. This was approved by Board on 29 April 2024 and was submitted in line with
the national deadline on 2 May 2024. This showed an adjusted planned surplus for the ICB of £6m
following distribution across System partners.

The System wide Plan submitted included a total deficit of £68.8m plus an additional £6.5m fora
technical adjustmentrelating to UK GAAP treatmentof the PFI, giving a total System deficit of
£75.3m for the 2024/25 year. Following this Plan submission, this ICB actively engaged with the
NHSE national team to understand where further savings and efficiencies could be achieved. At the
System Plan review meeting with the national team (10 May 2024), JUCD was challenged to
improve the position further.

System partners metto discuss options and how this could be achieved. Executive level
discussions and meetings were held across all JUCD partners to ensure a collaborative approach
from both operational and finance perspective.

As a resulta framework (system agreed action plan) has been agreed thatreduces the deficit
position to £560m, excluding the impactof UK GAAP, bringing the Plan for 2024/25 in line with the
outturn for 2023/24 and meeting the ask from the nationalteam. The was developed in co-
ordination with all system partners. This includes £23.8m adjusted surplus forthe ICB. This was
accepted as an approved submission bythe national team.

We note that this Plan is understood to contain a large elementof risk, with the ICB aiming for 5%
CIP target (£47m)againstcore expenditure in line with all other System partners. Of these
efficiencies identified, 29% are expected to be delivered through non-recurrentmeans. This risks
associated with these savings has been clearlycommunicated and understood, with approval of the
final plan at the Finance and Estates committee on 28 May 2024.

Financial Position of JUCD Partners as at 31 March 2024

Financial Position £m
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NHS Derby and Derbyshire ICB

Governance

How the ICB ensures that it makes informed
decisions and properly manages its risks.

We have considered the following in our work:

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

* how the ICB approaches and carries out its
annual budget setting process;

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

* how the ICB ensures it makes properly
informed decisions, supported by appropriate
evidence and allowing for challenge and
transparency; and

* how the body monitors and ensures
appropriate standards, such as meeting
legislative/regulatory requirements and
standards in terms of management or Board
members’ behaviour

Summary of arrangements
We have not identified any significant weaknesses inthe ICB’s arrangements in relation to governance.
Risk Management Process

We considerthe ICB to have effective processesin place to monitorand assessrisk. The ICB has a risk
managementstrategyand framework outlining the approach to risk across the ICB. Strategic risks and associated
threats are recorded and identified using the Governing Body Assurance Framework (GBAF), which is updated and
reported to the Governing Body, with a monthlyRisk Register Reportreported monthlyto Risk Group Committee.

Gaps in control are highlighted and an action plan detailed to move eachrisk to a tolerable level. Each GBAF
strategicriskis assigned to an Executive Director whois the risk ownerfor the strategicrisk. The GBAF’s strategic
risks are owned by the relevant Corporate Committee and these are reviewed, scrutinised and approved on a
quarterly basis.

The ICB have a dedicated counter fraud service provided by 360 Assurance. The LCFS has an agreed work plan,
with an annual reporttaken at the end of the year. This resource is supplemented via consideration offraud by the
Audit Committee and senior finance staffwhilst preparing the financial statements. The ICB has an Internal Audit
service also provided by 360 Assurance.

Decision Making

Key strategic decisions are made via the ICB’s governance process. A scheme ofdelegationis in place which sets
out where different decisions/approvals should take place. The ICB has a standard business case proforma and
each caseis subjectto approvalin line with its scheme ofdelegation.

In order to understand financial performance againstbudget,
budgetholders are provided with monthly budgetstatements m

which are reviewed by the finance managers. Discussions Head of Internal Audit Significant Significant
between finance managers and budgetholders enable Opinion assurance assurance
appropriate challenge and response to adverse variances.

The Finance and Estate Committee scrutinises performance, Ov ersight Framework ICB-3 ICB-2
before recommending ifany specificactions should be segmentation

escalated to the Board.

Overall compliance with legislation, laws & regulations is f;?i;egQ“a"ty Sulul o Scct

overseen by the Head of Governance and reported to the
Governing Board.

KPMmG



NHS Derby and Derbyshire ICB

Improving economy, efficiency and effectiveness

How the ICB uses information about Summary of arrangements
its costs and performance to improve

i N ; We have not identified any significant weaknesses in the ICB’s arrangements in relation to improving economy,
the way it manages and delivers its

services

We hawve considered the following in our
work:

how financial and performance
information has been used to assess
performance to identify areas for
improvement;

how the ICB evaluates the senices it
provides to assess performance and
identify areas for improvement;

how the ICB 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; and

where the ICB commissions or
procures services, how it assesses
whether it is realising the expected
benefits.

efficiency and effectiveness.
Monitoring of Efficiency and Performance

As stipulated by the NHS planning guidance, financial planning is performed across the system and this includes working
within the system funding allocations and assumptions. The finance report presented to the Board summarises
performance atICB and ICS level, highlighting keyvariances againstplan.

One of the challenges the ICB highlighted in the 2023/24 financial plan related to delivering efficiency and transformational
savings within the system and this will continue into 2024/25 as our commentaryon page 13 demonstrate in relation the
2024/25financial plan. The system has continued to develop efficiency plans and assess productivityimprovements to
inform the final planning submission for 2024/25.

Performance and activities at an ICS level are reported to the Audit and Governance Committee and Board every month,
giving a detailed view of performance of services commissioned bythe ICB. This includes headline performance, national
targets, comparison to plan and the prior year and an indicator of trends.

Partnership Working

The ICB forms part of the JUCD ICS and members ofthe Board and Leadership team are integrated within the governance
of the system. This includes involvementin system decisions through various Operations and Finance Groups and Chief
Executive Involvementin the system Leadership Team. This ensures the ICB is integrated into key system decisions and
feeds backto the ICB via relevant Board, Committee and operational/clinical meetings.

The Joined Up Care Derbyshire ICS meetings are held regularlyto enable all partners to contribute towards development
of the ICS Strategy.

The ICB uses the NHS Shared Business Service as is required ofall NHS entities. The contract and service is managed at
a national level. For non-NHS contracts, regular meetings are held between the ICB and the contractorto discuss
performance ofthe contractor.
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