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The contents of this report relate only to those matters which came to our attention during the conduct of our normal audit procedures which are designed for the
purpose of completing our work under the NAO Code and related guidance. Our audit is not designed to test all arrangements in respect of value for money.
However, where, as part of our testing, we identify significant weaknesses, we will report these to you. In consequence, our work cannot be relied upon to disclose all
irregularities, or to include all possible improvements in arrangements that a more extensive special examination might identify. We do not accept any responsibility
for any loss occasioned to any third party acting, or refraining from acting, on the basis of the content of this report, as this report was not prepared for, nor
intended for, any other purpose.
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Introduction

This report brings together a summary of all the work we have undertaken for Bath and North East Somerset, Swindon and Wiltshire NHS
Integrated Care Board (the ICB) during 2025/26 as the appointed external auditor. The core element of the report is the commentary on the

value for money (VfM) arrangements. The responsibilities of the NHS Integrated Care Board (ICB) are set out in Appendix A. The Value for Money

Auditor responsibilities are set out in Appendix B.

Opinion on the financial statements
Auditors provide an opinion on the financial
statements which confirms whether they:

give a true and fair view of the financial position
of the ICB as at 31 March 2026 and of its
expenditure and income for the year then ended
have been properly prepared in accordance with
international accounting standards as interpreted
and adapted by the Department of Health and
Social Care Group Accounting Manual 2025/26,
and

have been prepared in accordance with the

requirements of the National Health Service Act
2006.

We also consider the Annual Governance Statement,
the relevant disclosures within the Annual Report
including the Remuneration and Staff Report.

Auditor’s powers

Under Section 30 of the Local Audit
and Accountability Act 2014, the
auditor of an NHS body has a duty to
consider whether there are any issues
arising during their work that indicate
possible or actual unlawful expenditure
or action leading to a possible or
actual loss or deficiency that should be
referred to the Secretary of State and
notified to NHS England. They may
also issue:

» Statutory recommendations to the
ICB Board which they must consider
publicly

* A Public Interest Report (PIR).

Value for money

Under the Local Audit and Accountability Act
2014, we are required to be satisfied whether
the ICB has made proper arrangements for
securing economy, efficiency and
effectiveness in its use of resources (referred to
as Value for Money). The National Audit Office
(NAO) Code of Audit Practice ("the Code"),
requires us to assess arrangements under
three areas:

* financial sustainability
* governance

* improving economy, efficiency and
effectiveness.

Our report is based on those matters which come to our attention during the conduct of our normal audit procedures which are designed for the purpose of

completing our work under the NAO Code and related guidance. Our audit is not designed to test all arrangements in respect of value for money. However, where,

as part of our testing, we identify significant weaknesses, we will report these to you. In consequence, our work cannot be relied upon to disclose all irregularities, or

to include all possible improvements in arrangements that a more extensive special examination might identify.

© 2026 Grant Thornton UK LLP
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The NHS — context

ICBs are transforming as they take on new roles and responsibilities

National Past Present (see page 6)
Structural challenges Major transformation
National reviews highlighted that ICBs % ICBs are fundamentally changing,
inherited long-term structural significantly reducing running costs,
pressures and management capacity restructuring senior leadership teams
issues, impacting ICBs’ ability to lead and managing major staff
system improvement effectively. reductions. Many ICBs are clustering

or merging with neighbours.

Worsening inequalities
Rising demand and worsening
population health increased pressure

on local services in the near-term

Ongoing responsibility

ICBs must still maintain safe
performance and deliver challenging
plans ensuring statutory duties are

leaving less capacity for ICBs to met and risk management and
meaningfully progress their longer- governance remain robust during the
term strategic responsibilities. transitional phase.

Local

Future

Embedding new ways of working
Embedding new operating models
with reduced headcounts, ICBs will
be adopting new ways of working,
with a focus on agility, matrix
working, as well as digital
transformation and Al.

Adapting to new responsibilities
ICBs are shifting toward a strategic
commissioning role requiring system
collaboration, focus on outcomes,
resource allocation and market and
contract management, while
retaining core system financial
responsibilities.

The ICB acknowledges that transformational change will be required for the BSW system to deliver high quality services within its financial envelope. The ICB is
embracing a left-shift in care through a community services transformation programme, which will be crucial in supporting delivery of the medium-term
financial and operational plans across the system. Meanwhile, the ICB itself has been going through a period of significant organisational change, including the
transition to a revised national operating model, management cost reductions and formal clustering arrangements with Dorset ICB and Somerset ICB from April
2026. This transition period will continue into 2026/27 with a formal merger of the three ICBs planned from April 2027. This has caused significant uncertainty

and capacity constraints in some areas and we recognise the challenging environment the ICB is operating in.

It is within this context that we set out our commentary on the ICB’s value for money arrangements in 2025/26.
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Integrated Care Boards - context

2025/26 was a challenging year for ICBs as they transitioned to new operating models and organisational structures

e ICBs are expected to align to a new “blueprint” of revised roles and functions which has
evolved over the year. They are also expected to operate with reduced core funding of around

—— Organisational change
0009

£19 per head of population served. This requires significant reductions in running and
programme costs, adoption of new operating models and significant reductions in staffing.
Such change and uncertainty inevitably increases pressure on leadership, organisational
capacity and staff morale.

Many ICBs outside the North East, Yorkshire and North West have adopted clustering

Clustering and mergers arrangements, sharing larger footprints while remaining legally separate, partly to achieve the
economies of scale required to reduce management costs. Government has approved the first
formal mergers and boundary changes, taking effect 1 April 2026, with further merger
decisions due in 2026.

ICBs are transitioning to become strategic commissioners, with less focus on direct delivery
functions. Their future role will centre on: Long-term population health strategy, operating as
healthcare “payers”, market-shaping and intelligent purchasing, and evaluating impact and
outcomes, not just activities and outputs.

Strategic Commissioning
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02 Executive Summary
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Executive summary — our assessment of value for money arrangements

Our overall summary of our Value for Money assessment of the ICB’s arrangements is set out below. Further detail can be found on the following

pages.

Criteria

2024/25 Assessment of arrangements

2025/26 Risk assessment

2025/26 Assessment of arrangements

Financial
sustainability

Governance

Improving
economy,
efficiency and
effectiveness

A

No significant weakness
identified; one improvement
recommendation raised in
relation to arrangements for
savings delivery.

No significant weakness
identified; one improvement
recommendation raised in
relation to the Board Assurance
Framework.

No significant weaknesses
identified or improvement
recommendations raised.

No risks of significant weakness
identified

No risks of significant weakness
identified

No risks of significant weakness
identified

G No significant weaknesses or improvement recommendations.

A No significant weaknesses, improvement recommendations made.
- Significant weaknesses in arrangements identified and key recommendation(s) made.

© 2026 Grant Thornton UK LLP

No significant weaknesses in arrangements identified, but two
improvement recommendations made in relation to risks around

e assumptions in the Medium-Term Plan (MTP), and
arrangements for identifying and delivering savings.
We did not identify any weaknesses in arrangements during
G 2025/26. However, we highlight that governance and assurance

risk remains heightened in a period of significant organisational
change and managing this will require sustained Board focus.

Our work did not identify any areas where we considered that
key or improvement recommendations were required.
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Executive Summary

We set out below the key findings from our commentary on the ICB’s arrangements in respect of value for money.

@ Financial sustainability

The ICB delivered a £22.9m
surplus in 2025/26. This was offset by a
£47.8m deficit at provider level, bringing the
system outturn to a £24.9m deficit. During
2025/26, the ICB was responsible for system
financial delivery. However, we consider that
the steps taken by the ICB to oversee and
support system balance were reasonable
and did not identify a significant weakness in
arrangements. We note the ICB is no longer

responsible for system financial delivery from
2026/27.

Delivery of the ICB’s Medium-Term Plan (and
those of providers across the system) will be
challenging, and depends upon the success
of the community services transformation
programme and the ICB delivering ambitious
recurrent savings plans. We have therefore
raised two improvement recommendations to
support the ICB in managing these risks.

© 2026 Grant Thornton UK LLP

Governance

During 2025/26, the ICB’s
governance arrangements operated
effectively overall against a backdrop of
significant organisational change, including
the move to clustering arrangements with
Dorset ICB and Somerset ICB. Board and
Committee oversight, risk management and
assurance mechanisms remained clear and
robust, and no significant governance
weaknesses were identified.

However, we did identify areas where
arrangements had been impacted to some
extent by the significant changes in year,
demonstrating that the ICB has not been
fully immune to the effects of the
challenging environment it is operating in.

We highlight that governance and capacity
risk will remain elevated into 2026/27 as new
operating models embed, staff exits take full
effect and the ICBs transition towards a
formal merger.

%\ Improving economy, efficiency and
% / effectiveness

The ICB maintained appropriate
arrangements to assess performance and
identify areas for improvement. There are
some areas where the ICB’s MTP does not
meet the required level of performance and
the ICB is working with NHS England (NHSE)
to agree plans to address this.

The ICB continued to work collaboratively
with system partners, for example through
its community services transformation
programme. The ICB holds the key contract
underpinning this transformation and we
note that it will be important for the ICB to
manage this contract effectively to ensure
expected benefits are realised.

We have not raised any recommendations in
this area.

Auditor’s Annual Report Year ending 31st March 2026 |
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Executive summary — auditor’s other responsibilities

This page summarises our opinion on the ICB’s financial statements and sets out whether we have used any of the other powers available to us
as the ICB’s auditors.

Auditor’s responsibility 2025/26 outcome

Opbinion on the Financial We have completed the audit of your financial statements and have issued an unqualified
Sth:tements audit opinion on 16 June 2026 that includes an emphasis of matter paragraph in relation
to the ICB’s proposed merger. Our findings are set out in further detail on pages 12-13.

We did not issue a section 30 referral to the Secretary of State for Health and Social
Care regarding the ICB’s break even duty. We do not consider that any unlawful
Use of auditor’s powers expenditure has been made or planned for. No other issues have been identified during

our work which require us to make statutory recommendations, or issue a Public Interest
Report (PIR).

-

Auditor’s Annual Report Year ending 31st March 2026 | 10
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Opinion on the financial statements

These pages set out the key findings from our audit of the ICB’s financial statements, and whether we have used any of the other powers

available to us as the ICB’s auditors.

Audit opinion on the financial statements

We issued an unqualified opinion on the ICB’s financial statements on 16
June 2026, including an emphasis of matter paragraph relating to the
ICB’s proposed merger.

The full opinion is included in the ICB’s Annual Report for 2025/26, which
can be obtained from the ICB’s website.

Grant Thornton provides an independent opinion on whether the ICB’s
financial statements:

* give a true and fair view of the financial position of the ICB as at 31
March 2026 and of its expenditure and income for the year then
ended

* have been properly prepared in accordance with international
accounting standards as interpreted and adapted by the Department
of Health and Social Care Group Accounting Manual 2025/26, and

* have been prepared in accordance with the requirements of the
National Health Service Act 2006.

We conducted our audit in accordance with: International Standards on
Auditing (UK), the Code of Audit Practice (2024) published by the
National Audit Office, and applicable law. We are independent of the
ICB in accordance with applicable ethical requirements, including the
Financial Reporting Council’s Ethical Standard.

© 2026 Grant Thornton UK LLP

Findings from the audit of the financial statements
The ICB provided draft accounts in line with the national deadline.

Draft financial statements were of a reasonable standard and supported by
detailed working papers.

Audit Findings Report

We report the detailed findings from our audit in our Audit Findings Report. A final
version of our report was presented to the ICB’s Audit Committee on 15 June 2026.
Requests for this Audit Findings Report should be directed to the ICB.
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Other reporting requirements and use of auditor's powers

Remuneration and Staff Report

Under the Code of Audit Practice (2024) published by the National Audit
Office, we are required to audit specified parts of the Remuneration and
Staff Report included in the ICB’s Annual Report for 2025/26.

These specified parts of the Remuneration and Staff Report have been
properly prepared in accordance with the requirements of the Department of
Health and Social Care Group Accounting Manual 2025/26.

Annual Governance Statement

Under the Code of Audit Practice (2024) published by the National Audit
Office, we are required to consider whether the Annual Governance
Statement included in the ICB’s Annual Report for 2025/26 does not comply
with the guidance issued by NHS England, or is misleading or inconsistent
with the information of which we are aware from our audit.

We have nothing to report in this regard.

© 2026 Grant Thornton UK LLP
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Value for Money — commentary on arrangements

This page explains how we undertake the value for money assessment of arrangements and provide a commentary under three specified areas.

All NHS ICBs are responsible for putting in place proper arrangements to secure economy, efficiency and effectiveness from their resources. This includes taking
properly informed decisions and managing key operational and financial risks so that they can deliver their objectives and safeguard public money. NHS ICBs report
on their arrangements, and the effectiveness of these arrangements as part of their annual governance statement.

Under the Local Audit and Accountability Act 2014, we are required to be satisfied whether the ICB has made proper arrangements for securing economy, efficiency
and effectiveness in its use of resources. The National Audit Office (NAO) Code of Audit Practice ("the Code'), requires us to assess arrangements under three areas:

Financial sustainability @ Governance Improving economy, efficiency and
b .
effectiveness

Arrangements for ensuring the ICB can Arrangements for ensuring that the ICB Arrangements for improving the way
continue to deliver services. This includes makes appropriate decisions in the right way. This the ICB delivers its services. This includes
planning resources to ensure adequate finances includes arrangements for budget setting and arrangements for understanding costs and
and maintain sustainable levels of spending over management, risk management, making decisions delivering efficiencies and improving outcomes for

the medium term (3-5 years). based on appropriate information. service users.
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Financial sustainability — commentary on arrangements

We considered how the ICB: Commentary on arrangements Rating

The ICB delivered a £22.9m surplus in 2025/26. This was offset by a £47.8m deficit at provider level, bringing the
whole system outturn to a £24.9m deficit. The shortfall was primarily driven by under-delivery of efficiency savings,
and operational pressures meaning temporary staffing numbers could not be safely reduced as planned.

We concluded that comprehensive governance arrangements were in place around the financial recovery plans,

including a system recovery board which reported regularly to both the Finance and Infrastructure Committee and

the Board throughout the year. Oversight for delivery of the provider Group recovery plan sat at Executive level and
assurances were provided by the Group Chief Executive to NHSE and the ICB that the recovery plan was deliverable.

When it became apparent that the plan could not be delivered, the ICB worked with providers to support delivery of

the revised forecast which was delivered as planned. The ICB continued to identify additional mitigations throughout A
the year to attempt to offset the growing Group deficit. We therefore consider that the steps taken by the ICB to

support system financial delivery were reasonable. We have not raised an improvement recommendation because the

ICB will not be responsible for oversight of system delivery from 2026/27 onwards.

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

The ICB submitted a balanced MTP, including the nationally required reduction in running costs, with no deficit
support funding. One of the key assumptions underpinning the MTP was around demand management. NHSE rated
the plan as 'Compliant with conditions' and has asked the ICB to develop its plans further, including demand
management schemes which NHSE stated were insufficiently mature and presented a risk to both the financial and
operational plans. We have raised an improvement recommendation on page 19.

G No significant weaknesses or improvement recommendations.
A No significant weaknesses, improvement recommendations made.
- Significant weaknesses in arrangements identified and key recommendation(s) made.
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Financial sustainability — commentary on arrangements (continued)

We considered how the ICB: Commentary on arrangements Rating

The ICB exceeded its efficiency target for 2025/26 by £10.3m, delivering efficiencies of £47.4m against a £37.1m

target. This was due to £10m of the surplus generated through the ICB's financial recovery plan being recognised as
non-recurrent efficiencies. The Provider efficiency target for 2025/26 was £87.9m of which only £59.1m (67%) was
delivered. This was a significant contributing factor to the system deficit outturn position. We consider that the ICB

took reasonable steps to oversee and support system delivery and we have not raised an improvement A
recommendation as the ICB will not be responsible for oversight of system delivery from 2026/27 onwards.

plans to bridge its funding gaps and
identify achievable savings

The ICB has set challenging recurrent efficiency targets in its MTP. Plans to support the majority of the efficiency
targets for 2027/28 and 2028/29 have not yet been developed. We have re-raised and updated our prior year
improvement recommendation on page 20.

The ICB’s MTP reflects key changes to the NHS landscape, including priorities set out in the NHS 10 Year Plan, and the

plans finances to support the ICB's evolving role as a strategic commissioner. However, there are some areas where the ICB's plans do not meet the
sustainable delivery of services in required levels of performance over the MTP period, particularly around mental health and support for children and G
accordance with strategic and young people. It will be important for the ICB to continue to work with NHSE to address these areas. We have not

statutory priorities raised an improvement recommendation because plans to address this are in progress and due to be agreed with

NHSE in Q1/0Q2, however, we will follow up in 2026/27 to assess progress.

G No significant weaknesses or improvement recommendations.
A No significant weaknesses, improvement recommendations made.

- Significant weaknesses in arrangements identified and key recommendation(s) made.
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Financial sustainability — commentary on arrangements (continued)

We considered how the ICB: Commentary on arrangements Rating

The ICB's financial planning assumptions are aligned with other key strategies, including the Green Plan 2025-28
which was approved in year. The ICB did not have an operational workforce plan due to ongoing organisational
change and the transition to clustering arrangements, however this is in development for 2026/27 and appropriate
assumptions have been included in the MTP around workforce. We have noted this on page 24, which sets out the
heightened risk environment at the ICB.

ensures its financial plan is
consistent with other plans such as
workforce, capital, investment and

other operational planning which . o _ _ _ . . G
may include working with other local The ICB is engaging in significant system redesign of services which are in varying stoges- of.develop'ment. The.

public bodies as part of a wider Integrated Community Based Care (ICBC) contract is expected to begin delivering benefits in reducing unavoidable

system A&GE admissions from April 2026 and this has been factored into financial plans across the system. Plans for pathway

redesign in other areas are in the early stages with business cases being developed. This has been reflected in the
MTP at a high level but the full intended costs and benefits of these plans is not yet known.

identifies and manages risk to Monthly reports to the Finance and Infrastructure Committee included information on the ICS capital and revenue
financial resilience, e.g. unplanned position and highlighted financial risks and mitigations. The Recovery Board also reported monthly to the Committee.
changes in demand, including Key issues were escalated to the Board in a summarised monthly report from the Committee. There were substantial
challenge of the assumptions in risks to financial delivery across the wider system in 2025/26 which were not successfully mitigated and the final A
underlying plans system outturn was a £24.9m deficit. However, we consider that the ICB took reasonable steps to oversee and support

system delivery. Risks around key assumptions underpinning the ICB’s financial plans were not always clearly
assessed and articulated. We have included this in our improvement recommendation on page 19.

G No significant weaknesses or improvement recommendations.
A No significant weaknesses, improvement recommendations made.
- Significant weaknesses in arrangements identified and key recommendation(s) made.
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Financial sustainability (continued)

Area for Improvement identified: Risks around assumptions in the Medium-Term Plan

Findings: The ICB and system provider’s MTPs include assumptions on reduced AGE demand based on delivery of the
ICB’s demand management schemes. NHSE stated that these schemes were insufficiently mature. No scenario
planning or sensitivity analysis has been completed around this assumption and it was not always clear in reporting
around the plan submission, what the level of risk was in relation to the ICB's organisational plans.

Evidence: The ICB is delivering community services transformation which seeks to deliver a shift of care away from
acute providers and into the community. One of the key assumptions in the ICB's 2026-29 MTP is that demand will be
reduced by around 6% through community services transformation and this has been factored into the financial and
operational plans of providers in the system. NHSE rated the ICB’s MTP as 'Compliant with conditions' and raised
concerns that demand management schemes were insufficiently mature and failure to deliver would present a
material risk to both the financial and operational plans. A number of conditions were placed for action in O1,
including acceleration of contract finalisation and strengthening demand management design and reporting.

Management advised that, while there is some financial risk to the ICB if demand management plans are not
delivered, most of this risk sits with providers. A blended payment scheme is in place for urgent and emergency care,
although baseline activity levels are still to be confirmed pending final 2025/26 data. Under this scheme, if activity
exceeds the agreed baseline by more than 10%, the ICB is liable for 20% of the additional cost. This is partially offset
by transitional funding to providers, which would be reduced in such circumstances; however, no formal scenario or
sensitivity analysis has been undertaken. Reporting to the Board during the budget planning process has continued to
focus on system-wide plans for 2026/27, making it difficult to distinguish the level of risk relating specifically to the
ICB’s position.

Impact: Risks around assumptions need to be fully assessed and articulated in order for sufficient mitigations to be
put in place. Without this, there is a risk to delivery of financial and operational plans.

© 2026 Grant Thornton UK LLP

Improvement Recommendation 1

IR1: The ICB should ensure all key
assumptions in its MTP are realistic and
risk around these is clearly articulated by:

* ensuring assumptions which are
dependent upon transformation
delivery are supported by sufficiently
mature schemes;

* undertaking scenario planning or
sensitivity analysis around key
assumptions in its plans; and

* ensuring risks to the ICB's financial
plans are clearly articulated and
distinguished from those impacting the
wider system, particularly in reporting
to the Board alongside budget
planning papers.

Linked to this, the ICB should continue to
work with NHSE to ensure concerns
around the maturity of demand
management schemes reflected in the
MTP are addressed.
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Financial sustainability (continued)

Area for Improvement identified: identifying and delivering savings Improvement Recommendation 2

IR2: The ICB should:

Findings: Delivering the recurrent savings targets set out in the ICB’s MTP

presents a significant challenge and opportunities for developing multi-year « develop plans for the unidentified element of its 2026/27 efficiency target;
rolling savings programmes remain.

» continue to develop its recurrent savings plans and closely monitor delivery
Evidence: The ICB’s 2026-29 MTP sets efficiency targets for the MTP period as to ensure targets can be achieved; and

shown in Table 1. The ICB has made a presentational change from 2026/27 to
include a recurrent efficiency which is already being delivered by the ICB but
had not previously been included in its efficiency figures. Table 1 shows the
adjusted savings removing the effect of this presentational change.

Whilst, the ICB met its 2025/26 savings targets, delivering the level of recurrent Table 1: Efficiency savings

savings required in 2026/27 and 2027/28 remains a significant challenge. Recurrent Non-recurrent Total
Excluding the presentational change, the ICB’s recurrent savings target for

* develop plans to support efficiency targets for 2027/28 and 2028/29,
utilising the ringfenced fund planned in 2026/27 to support
transformational savings delivery.

2026/27 at £30.2m is a 62% increase from the £18.6m delivered recurrently in Inel. £24m Excl. £2tm Total Inel. £24m Excl. £24%m
2025/26. While only £1.5m of unidentified savings in the 2026/27 plan has been £m Em Em £m Em
rated as high risk, planned savings include community services transformation, 2025/26
which presents a delivery risk (see page 19). plan 2.6 186 185 611 87
Plans to support the efficiency targets for 2027/28 and 2028/29 have not yet 2025/26 Lo 6 18.6 8.8 1L o
been developed and all savings for these years, excluding the £24m discussed actual '
above, are unidentified. There remains an opportunity for the ICB to introduce 2026/27

. . . . . 54.2 30.2 19.0 73.2 49.2
multi-year rolling savings for larger, transformational projects and the plans to plan
build a ringfenced transformation fund should support this ambition. 2027/28

_ _ - | 47.1 23.1 77 5.8 30.8

Impact: A lack of adequate saving plans across the MTP period or inability to pian
deliver recurrent savings as planned both put the ICB’s financial plans at risk. 2028/29 428 18.8 63 49.0 5.0

© 2026 Grant Thornton UK LLP plCIn




Governance - commentary on arrangements

We considered how the ICB: Commentary on arrangements Rating

The ICB has improved its approach to risk management in 2025/26. The updated Board Assurance Framework (BAF)
was implemented as planned in May 2025 and has been regularly reviewed by the Audit Committee and the Board
throughout the year. We have closed our prior year improvement recommendation (see Appendix C). Internal audit
completed reviews of both the BAF and Quality and Patient Safety governance in year and issued ratings of
'significant assurance with minor improvements'. The ICB has appropriate arrangements in place in respect of

monitors and assesses risk and how
the ICB gains assurance over the

ffecti ti fint | . . L . . .

etrective operation ot interna prevention and detection of fraud and an adequate and effective internal audit function, both provided by KPMG. ©
controls, including arrangements to . . . . .

Whilst there have been some teething issues with the implementation of the new ledger system, ISFE2, there has been
prevent and detect fraud o . . . .

no material impact to month end and year end reporting, and the ICB was able to produce auditable financial

statements. There are some areas where organisational change and capacity constraints have impacted

arrangements in year. We have noted these on page 24, which sets out the heightened risk environment at the ICB.

The ICB has established budget setting arrangements in place. For 2026/27, there is no longer a requirement for

system financial plans and the ICB is responsible for its organisation plans only. However, the ICB continued to work
approaches and carries out its in partnership with the system in developing its plans. The MTP was considered and assured by both the G
annual budget setting process Commissioning Committee and the Finance and Infrastructure Committee and approved by the Board. We identified

an opportunity for the ICB to make use of scenario planning in setting its budgets in the financial sustainability
section of this report and have raised an improvement recommendation on page 19.

G No significant weaknesses or improvement recommendations.
A No significant weaknesses, improvement recommendations made.

- Significant weaknesses in arrangements identified and key recommendation(s) made.
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Governance — commentary on arrangements (continued)

We considered how the ICB:

Commentary on arrangements Rating

ensures effective processes and
systems are in place to ensure
budgetary control; to communicate
relevant, accurate and timely
management information; supports
its statutory financial reporting; and
ensures corrective action is taken
where needed, including in relation
to significant partnerships

ensures it makes properly informed
decisions, supported by appropriate
evidence and allowing for challenge
and transparency, including from
audit committee

The Finance and Infrastructure Committee received monthly financial reports which provided the Committee with

oversight of the financial risks faced by the ICB and across the wider system. After consideration by the Committee,
finance reports were presented to each Board meeting throughout the year. Whilst the ICB delivered a £22.9m

surplus, the system as a whole delivered a £24.9m deficit in 2025/26. The ICB has identified some issues around staff G
accountability for budget management and engagement in transformation and recovery but is waiting to implement
changes due to the ongoing organisational change. We have noted this on page 24, which sets out the heightened

risk environment at the ICB.

Arrangements are in place to ensure that decisions made by the ICB Board are informed by appropriate evidence and
allow for challenge and transparency. The Board minutes show evidence of discussion on key agenda items before
reaching a decision and there is no indication of an inappropriate "Tone from the Top.” Sub-committees report to the
Board with summaries of key issues and the action they require the Board to take. The ICB has not completed
effectiveness reviews for the ICB Board or its sub-committees in 2025/26 due to the extensive governance changes
planned for 2026/27 with the move to clustering. The ICB is clustering with Dorset ICB and Somerset ICB. The G
arrangements implemented by the ICB in 2025/26 to oversee and progress the transition to clustering arrangements
was reasonable, and there has not been evidence of significant impacts on operational or financial performance.
Management advised that some decision-making had also slowed during the executive handover period between
January - March 2026. However, this had not had a significant impact with no key decisions delayed. We have noted
these issues on page 24, which sets out the heightened risk environment at the ICB.

G No significant weaknesses or improvement recommendations.

A No significant weaknesses, improvement recommendations made.

Significant weaknesses in arrangements identified and key recommendation(s) made.

© 2026 Grant Thornton UK LLP
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Governance — commentary on arrangements (continued)

We considered how the ICB: Commentary on arrangements Rating

There are arrangements in place for the ICB to monitor and ensure appropriate standards, and we are not aware of
any significant breaches of legislation, regulatory or professional standards in 2025/26. The ICB published its Cyber
Strategy 2025-30 in year, which set out key strategic priorities for cyber across the system with delivery milestones
set through to 2027. Internal audit reviewed Fit and Proper Persons Testing (FPPT) for Board members in December
2025 and issued a "partial assurance with improvement required' rating. The report identified actions including

monitors and ensures appropriate improvements to ensure there is consistent completion of FPPT checks, and that assurance is gained over the
standards, such as meeting completion of FPPT for partner members by their employing organisation. The ICB put an improvement plan in place
legislative/regulatory requirements ~ and full FPPT checks were undertaken for all Board members during March in readiness for the transition to cluster G

and standards in terms of staff and arrangements.

board member behaviour The ICB has sufficient governance arrangements in place to report and manage risks arising from the transition to

the new operating model. This is managed through a Joint Transition Committee with regular progress updates
reported to the Board. Voluntary redundancies have been agreed as part of a national programme overseen by
NHSE. There has been minimal impact from redundancies in 2025/26 with the majority of exits planned for 2026/27.
The ICB is on track to deliver staff exits needed to support the required national reduction in management costs to
£19/head of population. We will follow up in 2026/27 to assess progress

G No significant weaknesses or improvement recommendations.
A No significant weaknesses, improvement recommendations made.
- Significant weaknesses in arrangements identified and key recommendation(s) made.
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Governance focus — organisational change and residual risk

Additional context around our review of the ICB’s governance arrangements in 2025/26

© \ Governance changes in 2025/26

——
R®%/  The 2025/26 operating
context materially increased inherent
governance risk across Integrated Care
Boards.

National changes required ICBs to adopt
revised operating models, reduce
management costs and transition away
from direct delivery functions.

Many ICBs, including BSW, implemented
clustering arrangements while remaining
legally separate statutory bodies.

These changes involve material
organisational restructuring and
unusually significant staff exits across
both corporate and commissioning
functions.

This increases risk around clarity of
accountability, decision-making authority
and organisational capacity during
transition.

© 2026 Grant Thornton UK LLP

What we observed in 2025/26

During 2025/26, the ICB’s governance arrangements operated effectively overall, however we did
note some instances where ongoing organisational change had impacted arrangements in year.

Key governance structures remained in place and effective. Board and Committee structures remained clear,
active and appropriately focused. Decision-making and challenge were evidenced through the quality of Board
papers, agendas and minutes. Transition activity was also overseen through appropriate governance routes,
with regular reporting on risks and progress.

However, we did identify areas where arrangements were impacted. For example, the Learning from Deaths
(LeDer) annual report noted that no full reviews had been undertaken in year due to capacity and internal audit
reviews were also delayed. Decision-making was slowed as staff required additional reassurance and
clarification over arrangements and decision-making authority during the handover period with the new Cluster
executive team. Finally, there were instances where the level of anticipated change meant that the ICB felt it
wasn’t productive to act until clustering arrangements were in place. For example, there was no operational
workforce plan, no committee self-effectiveness reviews were undertaken, and no changes were made to address
issues identified around staff accountability for budget management and engagement in transformation and
recovery.

The ICB did not take part in the NHS staff survey, however, results of internal pulse surveys also indicated a
significant impact on staff morale and wellbeing with concerns raised about increased work pressures and lower
capacity.

We found that these issues did not constitute a weakness in arrangements in 2025/26, and the ICB had
prioritised maintaining key governance structures effectively. However, they do demonstrate that the ICB has
not been immune to the effects of the heightened risk environment it is operating in.
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Governance focus — organisational change and residual risk

Additional context around our review of the ICB’s governance arrangements in 2025/26

Residual risks

Heightened governance risk will remain as organisational change moves
from transition into steady-state operation.

The impact of organisational change does not always crystallise at the point of design
or implementation.

As the ICB’s new operating model and clustering arrangements take further effect in
2026/27, and with plans for a formal merger in April 2027, governance risk will remain
elevated. For example, as set out on page 23, the ICB has not yet felt the full effect of
significant staff exits planned for 2026/27.

By the time of the merger, the ICB will have been in a state of transition for a
significant length of time. It will need to balance the desire to wait for a steady-state
before acting, with the importance of not allowing issues to go unresolved for too long.

There are ongoing risks from reduced management capacity, loss of institutional
knowledge and increased reliance on shared functions. These could place additional
pressure on control, assurance and decision-making arrangements if not actively
monitored.

The ICB will need to continue to manage uncertainty and provide clarity to staff over
the new arrangements in place as these continue to evolve.

Our conclusions reflect the position during 2025/26, but strong Board and Committee
focus will be required to manage risk as arrangements embed.

© 2026 Grant Thornton UK LLP
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Improving economy, efficiency and effectiveness — commentary on
arrangements

We considered how the ICB: Commentary on arrangements Rating
. . The ICB has established performance reporting arrangements in place for the Board to oversee performance and
uses financial and performance . . . L .
. . identify areas of improvement. Benchmarking is used by the ICB to support performance improvement and to draw
information to assess performance to . - - . . ; ; G
. . . comparisons with similar organisations. The ICB also approved its new Digital Strategy 2026-29 in year, which sets
identify areas for improvement . . . .
out planned steps to improve the use of data in decision making.
In 2025/26, 'Requires Improvement' rated CQC reports were published for Great Western Hospital urgent and
emergency services and for the Avon and Wiltshire Mental Health Partnership NHS Trust well-led review. The ICB
. . oversees improvement plans developed in response to external inspections at its providers, with updates reported
evaluates the services it provides to . . . . . .
. . regularly through Quality Exception Reports to the Quality and Outcomes Committee. There is also evidence that the
assess performance and identify . . . . . . . G
. ICB seeks to incorporate learnings from other external inspections or reviews, for example on maternity services.
areas for improvement

NHSE did not formally segment ICBs in 2025/26. We reported in our prior year Auditor's Annual Report that the ICB

was in segment 3 of the NHS Oversight Framework and was working to deliver an exit strategy. ICB segmentation will
resume in 2026/27.

G No significant weaknesses or improvement recommendations.
A No significant weaknesses, improvement recommendations made.

- Significant weaknesses in arrangements identified and key recommendation(s) made.
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Improving economy, efficiency and effectiveness — commentary on
arrangements (continued)

We considered how the ICB: Commentary on arrangements Rating

The ICB's Implementation Plan was refreshed for 2025 - 2027 in March 2025. The Plan sets out the ICB's commitment

to collaborative work with partners, and was developed following discussions with key stakeholders. The ICB plays an
ensures it delivers its role within active role in driving system collaboration, for example, through the Integrated Community Based Care (ICBC)
significant partnerships and engages programme. The ICB appointed HCRG Care Group as the lead partner for the ICBC portfolio from April 2025. This is
with stakeholders it has identified, in  intended to be a new and innovative approach to commissioning and delivery services in the community. NHSE’s G
order to assess whether it is meeting  National Director for Primary & Community Care visited BSW to understand how ICBC is acting as a “catalyst for
its objectives change” within neighbourhood health. We note the positive steps taken by the ICB to embrace the left-shift in care

set out in the NHS 10 Year Plan, however, we have noted some financial risks around this in the financial

sustainability section of this report.

The ICB has established procurement arrangements in place. The ICB delivered procurement exercises in ways that
commissions or procures services, reduced duplication and supported consistent approaches across the system, for example, by commissioning one
assessing whether it is realising the  service which is applied in all three localities. It will be important for the ICB to manage the ICBC contract effectively G
expected benefits to ensure expected benefits are realised and to minimise any financial and operational impacts across the system if

the reductions in demand are not delivered as planned. We will follow up to assess progress in 2026/27.

G No significant weaknesses or improvement recommendations.
A No significant weaknesses, improvement recommendations made.

- Significant weaknesses in arrangements identified and key recommendation(s) made.
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Improvement recommendations raised in 2025/26

Recommendation

Relates to

Management Actions

Commercial in Confidence

The ICB should ensure all key assumptions in
its MTP are realistic and risk around these is
clearly articulated by:

* ensuring assumptions which are
dependent upon transformation delivery
are supported by sufficiently mature
schemes;

* undertaking scenario planning or
sensitivity analysis around key
IR1 assumptions in its plans; and

* ensuring risks to the ICB's financial plans
are clearly articulated and distinguished
from those impacting the wider system,
particularly in reporting to the Board
alongside budget planning papers.

Linked to this, the ICB should continue to
work with NHSE to ensure concerns around
the maturity of demand management
schemes reflected in the MTP are addressed.

© 2026 Grant Thornton UK LLP

Financial
sustainability

Actions: The Recovery Board meets regularly to monitor and review demand management
scheme delivery risks to delivery of the plan. This will consider both ICB and system provider

positions.
Executive Lead: Alison Henly, Chief Finance Officer

Due Date: March 2027
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Commercial in Confidence

Improvement recommendations raised in 2025/26

Recommendation Relates to Management Actions
The ICB should:

* develop plans for the unidentified element
of its 2026/27 efficiency target; Actions: The Recovery Board meets regularly to monitor and review efficiency scheme delivery

risks to delivery of the plan. This will consider both ICB and system provider positions. The
detailed schemes to support Year 2 and Year 3 of the Medium-Term Plan will be developed as
part of the operating plan for 2027/28.

* continue to develop its recurrent savings . '
IR2 plans and closely monitor delivery to Financial

ensure targets can be achieved; and sustainability

. Executive Lead: Alison Henly, Chief Finance Officer
» develop plans to support efficiency targets

for 2027/28 and 2028/29, utilising the Due Date: March 2027
ringfenced fund planned in 2026/27 to
support transformational savings delivery.
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Commercial in Confidence

06 Appendices
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Appendix A: Responsibilities of the NHS Integrated Care Board

Public bodies spending taxpayers’ money are
accountable for their stewardship of the resources
entrusted to them. They should account properly for
their use of resources and manage themselves well so
that the public can be confident.

Financial statements are the main way in which local
public bodies account for how they use their
resources. Local public bodies are required to prepare
and publish financial statements setting out their
financial performance for the year. To do this, bodies
need to maintain proper accounting records and
ensure they have effective systems of internal control.

All local public bodies are responsible for putting in
place proper arrangements to secure economy,
efficiency and effectiveness from their resources. This
includes taking properly informed decisions and
managing key operational and financial risks so that
they can deliver their objectives and safeguard public
money. Local public bodies report on their
arrangements, and the effectiveness with which the
arrangements are operating, as part of their annual
governance statement.

© 2026 Grant Thornton UK LLP

The ICB’s directors are responsible preparing the
financial statements and for being satisfied that they

give a true and fair view, and for such internal control as

the directors determine necessary to enable the
preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

The directors are required to comply with the
Department of Health & Social Care Group Accounting

Manual and prepare the financial statements on a going
concern basis, unless the ICB is informed of the intention
for dissolution without transfer of services or function to
another entity. An organisation prepares accounts as a

‘going concern’ when it can reasonably expect to
continue to function for the foreseeable future, usually
regarded as at least the next 12 months.

The ICB is responsible for putting in place proper
arrangements to secure economy, efficiency and
effectiveness in its use of resources, to ensure proper
stewardship and governance, and to review regularly

the adequacy and effectiveness of these arrangements.
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Appendix B: Value for Money Auditor responsibilities

Our work is risk-based and focused on providing a commentary assessment of the ICB’s Value for Money arrangements

Phase 1 — Planning and initial risk assessment

As part of our planning we assess our knowledge of the ICB’s arrangements and whether we
consider there are any indications of risks of significant weakness. This is done against each of
the reporting criteria and continues throughout the reporting period.

Phase 2 — Additional risk-based procedures and evaluation

Where we identify risks of significant weakness in arrangements we will undertake further work
to understand whether there are significant weaknesses. We use auditor’s professional
judgement in assessing whether there is a significant weakness in arrangements and ensure that
we consider any further guidance issued by the NAQO.

Phase 3 — Reporting our commentary and recommendations

The Code requires us to provide a commentary on your arrangements which is detailed within
this report. Where we identify weaknesses in arrangements we raise recommendations.

A range of different recommendations can be raised by the ICB’s auditors as follows:

Information that informs our ongoing risk assessment

Statutory recommendations — recommendations to the ICB under Section 24 (Schedule 7) of
the Local Audit and Accountability Act 2014.

Key recommendations — the actions which should be taken by the ICB where significant
weaknesses are identified within arrangements.

Improvement recommendations — actions which are not a result of us identifying significant
weaknesses in the ICB’s arrangements, but which if not addressed could increase the risk of a

significant weakness in the future.
!9 J

Cumulative knowledge of
arrangements from the prior
year

Interviews and discussions with
key officers

Progress with implementing
recommendations

Findings from our opinion audit

Key performance and risk
management
information reported to the
Board

NHS Oversight Framework
(NOF) rating

Care Quality Commission
(CQC) reporting

Annual Governance
Statement including the
Head of Internal Audit annual
opinion

© 2026 Grant Thornton UK LLP
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Appendix C: Follow up of 2024/25 improvement
recommendations

Commercial in Confidence

Prior Recommendation Raised  Progress Current position Further action
The ICB exceeded its efficiency target for 2025/26 by

To ensure the ICS can maintain £10.3m, delivering efficiencies of £47.4m against a £37.1m

financial sustainability into the target. This was due to £10m of the surplus generated

medium term it should: through the ICB's financial recovery plan being recognised

« develop plans for the remainder as non-recurrent efficiencies. The ICB also delivered its

of the unidentified 2025/26 2025/26 recurrent savings target of £18.6m. The ICB has

efficiency target set challenging recurrent efficiency targets in its MTP, Yes — recommendation
which will reduce reliance on non-recurrent efficiencies if .

IRy *increase the proportion of 2024/25 they can be delivered as planned. However, recurrent In progress re-raised and updated.
recurrent savings, so that the savings targets in the MTP represent a substantial increase S2E Improvemefnt
reliance on non-recurrent in ambition which presents a risk to future delivery. Plans to NECemImETe el e &
efficiencies is reduced support most of the efficiency targets for 2027/28 and
« introduce multi-year rolling 2028/29 have not yet been developed. There therefore
savings for larger, remains an opportunity for the ICB to introduce multi-year
transformational projects across rolling savings for larger, transformational projects and the
the system. ICB’s plans to build a ringfenced transformation fund

should support this ambition.
The ICB should ensure that the In 2025/26, the BAF has been updated regularly
new Board Assurance Framework . . .
(1R, oo ol e et £ throughout the year and reY|ewe9I by the Audit Committee ' '
IR2 2024/25 and the Board. Internal audit reviewed the new BAF and Implemented No further action required

reviewed regularly throughout the
year by the Board, to ensure the
Board is sighted on strategic risks.

processes around it in February 2026 and issued a rating
of 'significant assurance with minor improvements.'
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