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This report is addressed to Leicestershire Partnership NHS Trust (the Trust) and has been prepared for the
sole use of the Trust. We take no responsibility to any member of staff acting in their individual capacities, or to
third parties.

External auditors do notact as a substitute for the audited body’s own 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 accountedfor, and used economically, efficiently and
effectively.



Leicestershire Partnership NHS Trust

sUmmary

Introduction

This Auditor’'s Annual Report provides a summary of the findings and key issues
arising from our 2021-22 audit of Leicestershire Partnership NHS Trust (the ‘Trust’).
This report has been prepared in line with the requirements set out in the Code of
Audit Practice published by the National Audit Office and is required to be published
by the Trust alongside the annual report and accounts.

Our responsibilities

The statutory responsibilities and pow ers of appointed auditors are set out in the Local
Audit and Accountability Act2014. In line with this w e provide conclusions on the
follow ing matters:

= Accounts - We provide an opinion as to w hether the accounts give a true and fair
view of the financial position of the Trust and of its income and expenditure during
the year. We confirm w hether the accounts have been prepared in line w ith the
Group Accounting Manual prepared by the Department of Health and Social Care
(DHSC).

= Annual report - We assess w hether the annual report is consistent w ith our
know ledge of the Trust. 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 Trust use of resources and
provide a summary of our findings in the commentary in this report. We are
required to report if w e have identified any significant w eaknesses as a result of
this work.

= Regularity - We assess w hether expenditure incurred is in line with the purposes
for whichit w as provided.

= Otherreporting - We may issue other reports w here w e determine that this is
necessary in the public interest under the Local Audit and Accountability Act.

Findings

We have set out below a summary of the conclusions that w e provided in respect of
our responsibilities:

Accounts We will issue an unqualified opinion on the Trust’s
accounts on 16 June 2022. This means that w e believe the
accounts give a true and fair view of the financial

performance and position of the Trust.

We have provided further details of the key risks we
identified and our response on page 4.

Annual report We did not identify any significant inconsistencies betw een
the content of the annual report and our know ledge of the

Trust.

We confirmed that the Governance Statement had been
prepared in line withthe DHSC requirements.

Value for money

We are required to report if w e identify any matters that
indicate the Trust does not have sufficient arrangements to
achieve value for money.

We have nothing to report in this regard.

Regularity We did not identify any matters w here irregular

expenditure had been incurred.

Other reporting We did not consider it necessary to issue any other reports

in the public interest.
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Leicestershire Partnership NHS Trust

Accounts audt

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

Risk Findings

Valuation of Property, Plant and Equipment We identified misstatements relating to accumulated depreciation for buildings w hich have been corrected

by management.
Land and buildings are required to be held at fair value. As y 9

hospital buildings are specialised assets and there is not an We considered the estimate to be balanced based on the procedures performed.
active market for them they are usually valued on the basis of
the costto replace them witha ‘modern equivalent asset'.

The value of the Trust’s land and buildings at 31 March 2022
is £167m, a £10m increase from 31 March 2021.

Management override of controls

We are required by auditing standards to recognise the risk We did not identify any material misstatements relating to this risk.
that management may use their authority to override the
usual control environment.

Expenditure recognition We did not identify any material misstatements relating to this risk.

As the Trust is set a control total by NHS Improvement for its
expected financial performance there is a risk that non-pay
expenditure, excluding depreciation, may be manipulated in
order to report that the control total has been met.

The setting of a control total can create an incentive for
management to overstate the level of non-pay expenditure
compared to that w hich has been incurred.

We consider this would be most likely to occur through
overstating accruals and pre-payments, if performance
against the control total allow s, for example to bring forw ard
expenditure from2022-23 to mitigate financial pressures.

KPMG
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Value Tormoney

Introduction

We consider w hether there are sufficientarrangements in place for the Trust for each
of the elements that make up value for money. Value for money relates to ensuring
that resources are used efficiently in order to maximise the outcomes that can be
achieved.

We undertake risk assessment procedures in order to assess w hether there are any
risks that value for money is not being achieved. This is prepared by considering the
findings from other regulators and auditors, records from the organisation and
performing procedures to assess the design of key systems at the organisation that
give assurance over value for money.

Where a significant risk is identified w e perform further procedures in order to consider
w hether there are significant w eaknesses in the processes in place to achieve value
for money.

Further details of our value for money responsibilities can be found in the Audit Code
of Practice at Code of Audit Practice (nao.org.uk)

Matters thatinformed our risk assessment

The table below provides a summary of the external sources of evidence that w ere
utilised in forming our risk assessment as to w hether there w ere significant risks that
value for money w as not being achieved:

The latest assessment is from October 2021,

w hichrated the Trust ‘Requires Improvement’. (A
further inspection w as carried out in February
2022 w hich show ed an improved position for
areas previously rated ‘inadequate’).

Care Quality Commission
rating

The latest assessment is from March 2022, w hich
rated the Trust a 3.

Single Oversight
Framework rating

There w ere no significant control deficiencies
identified in the governance statement.

Governance statement

Head of Internal Audit
opinion

An opinion of significant assurance w as issued.

Commentary on arrangements

We have set out on the follow ing pages commentary on how the arrangements in
place at the Trust compared to the expected systems that would be in place in the
sector.

Summary of findings

We have set out in the table below the outcomes from our procedures against each of
the domains of value for money:

Risk assessment

Summary of
arrangements

Financial sustainability No significant

weaknesses identified

Governance No significantrisks

identified

No significant
weaknesses identified

Improving economy,
efficiency and
effectiveness

No significant
weaknesses identified
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Value Tor money

Financial sustainability

Description Commentary on arrangements

Thisrelatesto ensuring We found that the initial draft budgetswere constructed based on appropriate local and national planning assumptions. The budget monitoringand control processesare
thatthe Trust has able to identify, andincorporate, significant pressures into the financial planto ensure it remainsachievable and realistic. Clear responsibilitiesare outlined forbudget holders
sufficient arrangementsin and the Trust Board has oversight of the annual budgets, which are approved before submission. The Trust'sH1 financial planwasapproved in April2021 andthe H2 plan
place to be able to was approved in November2021.The LPT H2 financial position showsa balanced plan, building from the break-even H1 outturn.

cont.inue t? p.rovideits The initial 2022/23 ICS plan wassubmitted mid- March 2022 and showed a deficit of £27 .4m, with underlying pressures. In April, UHL’splanningassumptionsworsened
services W'th”_‘ the ) significantly, despite improvementsat the Trustand the CCG’s and a revised plan was submitted on 28 April 2022. The Trust and the ICS revised plan showsa System
resources available to it. deficit position of £49.3m, of which the Trust'sshare is £1.4m deficit. The primary driver of the Trust'sdeficitisa shortfall on national tariff inflation funding. A £1.4m deficit is
We considered the below the 0.5% materiality threshold and so the statutory NHS break-even duty will still have been met. The System planincludesstretching efficiency targetsof £71.58m of

following areasaspart of which £5.6m isthe Trusts share. The Trust hasidentifiedsavingsof £5.6m.

assessing whether
sufficient arrangements
were in place:

In addition,we considered the arrangementsin placeto align the Trust’'s2022/23 financial plan with the ICS financial plan andfound evidence of collaborative working
between the Trust and ICS partners. The Trust followed the planning guidance by working within the ICS and applying the assumptionsasrecommended by NHS England.

) The Trust has an appropriate reporting frameworkin place. Thefinancial performance of the Trustisreported each month to the Finance and Performance Committee, prior
* Howthe Trustsets its | toa summary report being taken to the Trust Board. During the yearthishasincluded regular updateson changesto the national NHS financial regime and the performance
financial plgnsto of the wider Leicester, Leicestershire and Rutland (LLR), Integrated Care System (ICS).
ensure services can
con.tinue tobe The Trusts Risk management policy hasbeen updated in November2021. Adequate arrangementsare in place overthe monitoring of risks, which isdocumented inmore
delivered; detail on page 22. The Organisational RiskRegister (ORR) is presented to each meeting of the public trust board. The ORRincludesrisk 70 —'Inadequate control, reporting
and managementofthe Trust’s2021/22 financial position could mean we are unable to deliverourfinancial planand adequately contribute to the LLR system plan,
resulting in a breach of LPT sstatutory dutiesand financial strategy (including LLR strategy).

= How financial
performance is
monitored and actions
identifiedwhere itis
behind plan; and

The Trust has a large capital programmedtotalling £16.3mfor2021/22 . Asat Month 9, the Trust spent £6.2m of their capital programme, which is£3.1m below the yearto

date plannedtarget of £9.3m. £3.5m of slippage was also identified against the capital programme, and reported on to the LLR ICS NHS Board. We have reviewed the

progress made and considerthere to be no risk against delivery.

= How financial risks
are identified and
actionsto manage
risks implemented.

In response to the identified risk, we considered the Trust and ICS system outturn position for2021/22. The adjusted financial performance (control total basis) of the Trust
and System improved during the yearachievinga £15.3m System surplus (pre-audit control total basis) of which the Trust achieved a surplusof £19k. The improvements
were mainlyin relation to UHL and income benefitsand otherreductionsin expenditure. The System also over performed against a £23.9m efficiency targetby £6.5m.

The ICS and the Trust have provided a clearsummary of key challengesunderpinning the plan, and a number of transformation programmesare being considered across
the System to respond to these challenges, demonstrating that the System had begunto respond to the identified challenges. Reducing the deficit acrossthe ICS continues
to be a key priority within the system thatin tumn impactsthe Trust.

NHSE/I recently announced a further£1.5 billion of inflationfunding will be provided acrossthe NHS, with the ICS due to receive £11.7m.The receipt of the inflationfunding
combined with additional mitigationswill be requiredto deliverthe ICS ambition to reduce the deficit from £49.3mto breakeven. The Trustisdue to receive £1.4m of inflation
funding. Overthe comingweeks the Trust will be working to develop a breakeven plan and will also workcollaboratively with the ICS to revise the System plan forfinal
submission on 20th June 2022. The Trust hasprovided Board memberswith regularupdatesand hasa clearunderstanding of the challengesand workneeded to developa
breakeven financial plan for2022/23.

Through considering these arrangements, we hav e notidentified a significant weakness linked to the Financial Sustainability risk.
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Governance

Description Commentary on arrangements

Thisrelatesto the arrangementsin We considerthe Trustto have adequate processesin place to monitorand assess risk. Strategicrisks are recorded and identified using the Board
place foroverseeing the Trust's Assurance Framework and Organisational RiskRegisterwith anyidentified risks are reported to the relevant committees, including Finance and
performance, identifying risks to Performance Committee andthe Trust Board. Risks are reviewed on a monthly basis. The Deputy Director of Governance and Riskmeetsindividually
achievement of itsobjectivesand with membersof the Executive Teamto reviewriskon the ORR and hold broaderdiscussionsaround horizon scanning/ identifying future risk. Also on a
taking key decisions. monthly basis, the Risk Review Group supports the regularreview and validation of operational riskincluding health and safety assessments and risk
We considered the following areas The Trust have a dedicated counterfraud service provided by 360 Assurance. The LCFS hasan agreed work plan and reportsprogress to each Audit
as part of assessing whether and Assurance Committee, with an annualreport taken at the end of the year. Thisresource is supplemented via consideration of fraud by the Audit
sufficient arrangementswere in and Assurance Committee and seniorfinance staff whilst preparing the financial statements. The Trust have an Internal Audit service provided by 360
place: Assurance, some elementsof work have been deferred orre-scoped due to the pandemic, however a full assurance opinionisexpected to be provided

. L for the year.
= Processes forthe identification

and managementof strategic The Trust has a performance management frameworkin place to set the structure of performance management acrossthe Trust. Thisdetailsthe format
risks; of reporting and outlinesrolesand responsibilitiesat each level. The main elementof performance reportingisthe integrated performance report which

providesthe Quality and Assurance Committee (QAC) with key operational performance indicatorson a monthly basis. Whilstissues were raised in the

prioryearover the level of clarity provided by the reports, a revised report format hasbeen introduced to support more focused presentation and clarity

overthe responsibilitiesof the committee.

= Decision making frameworkfor
assessing strategicdecisions;

* Processes forensuring The financial planning regime hassignificantly changed from 2020/21 with blockfunding introduced for the majority of contractsthe Trust holds. The
com?lltgnce withlawsand Trust has maintained oversightof performance (both financial and operational) by continuing Finance and Performance Committee meetings.
regulations;

The Trustimplemented a specific financial regime during the first wave of the pandemicincluding a changein the scheme of delegationto enable the
Incident Coordination Centre (ICC)to approve majordecisions. Membersof the ICC include the Deputy Chief Executive Officerand the Director of
Governance and Risk, and is overseen by the Executive and Directorteam. Supportingthe ICC, a separate process has been established to collate and
report COVID related expenditure with separate ledger codesset up to record spend.

= How controlsin key areas are
monitored to ensure they are
working effectively.

Key strategic decisionsare made via the Trust’sgovernance process. A scheme of delegation isin place which setsout where different
decisions/approvalsshould take place. The Trust have agreed businesscase templatesin placeand each case issubject to approval in linewith the
scheme of delegation priorto formal approval and scrutiny at the Finance and Performance Committee and the Trust Board.

The Trusthasin place a staff code of conduct asperthe standards of conduct and businessbehaviour policy. Specific guidanceisin place forteams
and managersvia standardsof behaviourforthese roles. Overall compliance withlegislation, laws & regulationsismonitored by the Policy Committee.
A registerofinterestisin place togetherwith a policy for giftsand hospitality withregularreporting on new entriesto the registertaking place to the
Auditand Assurance Committee.

Through considering these arrangements, we hav e notidentified a significantweakness in the arrangements to deliver value for money in the
year inrelationto Governance.
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Improving economy, efficiency and effectiveness

Description

Thisrelatesto howthe Trust seeks
to improve itssystems so thatitcan
delivermore forthe resourcesthat
are available toit.

We considered the following areas
as part of assessing whether
sufficient arrangementswere in
place:

The planningand delivery of
efficiency plansto achieve
savingsin how services are
delivered;

The use of benchmarking
information to identify areas
where services could be
delivered more effectively;

Monitoring of non-financial
performance to assess whether
objectivesare being achieved;
and

Management of partnersand
subcontractors.

Commentary on arrangements

The Trust has a performance management frameworkin place to set the structure of performance management acrossthe Trust. Thisdetailsthe format
of reporting and outlinesrolesand responsibilitiesat each level. The main elementof performance reportingisthe integrated performance report which
providesthe Quality and Assurance Committee (QAC) with key operational performance indicatorson a monthly basis. Whilstissues were raised in the
prioryearover the level of clarity provided by the reports, a revised report format hasbeen introduced to support more focused presentation and clarity
overthe responsibilitiesof the committee.

The Trust engage well within partnershipsand have continued to workwell and developed strategieswith otherorganisations. The Trustisan active
memberof the Leicester, Leicestershire and Rutland ICS and have signedup to the ICS governance structure which includesmechanismsfor
engagementin strategic discussions (NHS Executive)aswell asin the design groupswhich are mandated to develop new pathwaysof care. Key posts
have been appointedin the LLRICS NHS Board and the ICS Finance Committee with the Trust holding 2 seatsin both committees. The Trust has
active participation with local health and wellbeing boardsand oversight and scrutiny committees.

We noted that the Trust are engaging with and monitoring their subcontractorsin line with key performanceindicators (KPIs) and regulatory guidance, if
applicable. Reportsare taken to the relevant committeesto review the performance of subcontractors, with actionscreated and carried by both the Trust
and the subcontractor.

The Care Quality Commission (CQC)carried out a planned unannounced inspection of Leicestershire Partnership NHS Trust (LPT), between May and
July2021. Theinspectorsvisited three of the Trust’'s 15 core services: two mental health servicespreviously rated asinadequate and one mental
health service rated requiresimprovement (2019). They also inspected the Trust against the well-led domain, previously rated asinadequate. Findings
showed an improvementinthe Well-led domain whichhasprogressed from ‘Inadequate’to ‘RequiresImprovement’ with many ‘Good’ characteristics
including significant improvementsin leadership, governance and oversightof performance and risk, and an improved culture and engagement with
staff and people using services. The Trust retained the overallrating of ‘RequiresImprovement’ andthe ‘Good’ rating for ‘Caring’.

In May 2022, CQC published a furtherreport followingan unannounced inspection of the acute wardsfor adultsof working age and psychiatricintensve
care unitsin February 2022. The unannounced inspection tookplace to checkwhether specificimprovementshad been madefollowingthe previous
inspectionsin May to July 2021. The CQC moved the ratingsin recognition of the improvementsin two areasinspected: Safety movedfrom inadequate
to requiresimprovement and responsivenessmoved from requiresimprovement to good.

The CQC concluded that all actionsrequired in theenforcement action issued at the lastinspectionhave beenmet.
The Trust acknowledgesthat workis ongoing to improve therating provided by the CQC and continuesto be a key priority forthe Trust.

Through considering these arrangements, we hav e notidentified a significant weakness linked to the Improving Economy, Efficiency and
Effectiveness risk.
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