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The purpose of this letter 
This annual audit letter to the board summarises 
the significant issues and conclusions from our 
2003/04 audit, together with our comments on 
other current issues. 

More detail can be found in the separate reports 
we have issued this year which are listed in 
Appendix 1 for information. These reports are 
discussed and agreed with officers and 
presented to the audit committee, usually in 
summary format.  

The Audit Commission has circulated to all 
audited bodies a statement that summarises the 
key responsibilities of auditors. Our audit has 
been conducted in accordance with the principles 
set out in that statement. What we say about 
the results of our audit should be viewed in the 
context of that more formal background. 

Appendix 2 provides information about the fee 
charged for our audit. 

 

 

Background to our audit 
As with the rest of the NHS, the trust is faced 
with a considerable agenda for change whilst 
moving toward a different configuration of 
services. 

The trust continues to provide services across 
four sites but since last year the  
‘Investing in Your Health’ strategic outline case 
has been approved by the Secretary for State 
(July 2004). The next stage in the process is the 
submission and approval of the outline business 
case in 2006. This envisages building works on 
the Watford site in 2008 with facilities 
operational in 2012. This will change the way 
services are provided by the trust. In the 
interim, the trust faces the challenge of 
delivering NHS Plan targets, including a 
balanced financial position. Interim 
reconfigurations of services include the transfer 
of Mount Vernon Hospital to East and North 
Hertfordshire NHS Trust, burns and plastics 
services re-positioning to the Watford site and 
minor injuries services being provided by 
Hillingdon PCT. 

In July 2004 the trust obtained a ‘no star’ rating 
in the NHS performance ratings and indicators, 
compared to the ‘one star’ received last year. 
This was because the trust was assessed as 
having shown the poorest level of performance 
against key targets. Whilst achieving four out of 
nine key targets (improving working lives, 
outpatient and elective booking, outpatients 
waiting longer than the standard and patients 
waiting longer than the standard for elective 
admission) it underachieved on another four  
(12 hour waits for emergency admission via 
A&E, financial management, hospital cleanliness 
and total time in A&E less than four hours).  
The trust significantly under-achieved the target 
in respect of two week cancer waits. 

The trust was in the lowest band of performance 
for all three balanced scorecard areas.  
However, in respect of clinical focus the trust 
received ‘good’ scores for the clinical governance 
composite indicator, composite of participation 
in audits, thrombolysis - 30 minute door to 
needle time, and ‘Winning Ways’ - processes and 
procedures. There were no scores in this area 
for deaths following non-elective surgery and 
emergency readmission following discharge.  
The trust similarly received a ‘good’ score for 
day case patient booking in the patient focus 
scorecard. In this area there were low scores for 
breast cancer one month diagnosis to treatment, 
and thirteen week outpatients. Lastly, for 
capacity capability there were no ‘good’ scores 
but low scores for consultant’s appraisal, and 
junior doctors’ hours. 

There was no clinical governance review carried 
out by the healthcare commission in the year 
but the trust will have received the 2004 patient 
survey results in respect of inpatients and young 
patients. 
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Key messages 

Accounts 
We gave an unqualified opinion on the accounts 
on 22 July 2004. 

The quality of working papers are generally good 
but there is some scope to provide improved 
working papers to support the financial 
statements in order make the final accounts 
process more efficient. 

Financial aspects of corporate 
governance 
Close monitoring of the financial position will be 
required to ensure future breakeven. At the end 
of the 2003/04 year the trust received additional 
funding for over-performance from West 
Hertfordshire PCTs totalling £4,133k and had an 
annual savings plan totalling £5.8 million, yet 
still reported a deficit of £519k. 

The statement of directors’ responsibility in 
respect of internal control in the annual accounts 
reflects the position that the system of internal 
control was not in place for the whole year.  
This system was, however, in place by  
31 March 2004 and up to the date of approval of 
the annual accounts. 

Whilst 20 days were planned in respect of 
counter fraud work only two days were delivered 
proactively. This may be insufficient to give 
complete assurance. However, we are aware 
that the trust is considering increasing the 
counter-fraud work provision in the internal 
audit plan. 

Performance management 
The trust’s reference costs underpin the new 
commissioning and payment mechanisms that 
are critical to the future financial success of the 
trust. Our review found that the trust has 
systems in place to collect and report reference 
costs but that improvements could be made in 
terms of compliance with the costing manual 
and the verification of activity data. 

The Acute Hospital Portfolio reviews found many 
examples of good practice. In particular, ward 
managers are happy with and had mainly 
positive perceptions of pathology services, and 
the trust had above average access to PCs or 
terminals. 

There is scope for improvement in respect of 
facilities management especially backlog 
maintenance. 

Action needed by the Board 
• Monitor financial performance closely in the 

current year. 

• Consider the likely year-end financial 
position and any further action required. 

• Monitor an action plan to implement 
improvements identified in the Acute 
Hospital Portfolio reviews. 

 

 

Audit objectives 
Our main objective as your appointed auditor is 
to plan and carry out an audit that meets the 
requirements of the code of audit practice 
(Exhibit 1). We adopt a risk-based approach to 
planning our audit, and our audit work has 
focused on your significant risks that are 
relevant to our audit responsibilities.  

Central to our audit are your corporate 
governance arrangements. Our audit is then 
structured around the three elements of our 
responsibilities as shown below. 

Accounts 
• Whether the accounts give a true and fair 

view of your financial position. 

Financial aspects of corporate 
governance 
• How well the trust manages its finances. 

• Whether the trust has effective financial 
systems and internal controls. 

• How the trust ensures its financial decisions 
remain within its legal powers. 

• How well the trust works to stop or find 
fraud and corruption. 
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Performance management 
• How the trust ensures the best use of the 

resources at its disposal. 

EXHIBIT 1  

The code of audit practice 

 

 
 

Accounts 
We gave an unqualified opinion on the trust’s 
accounts on 22 July 2004.  

Matters arising from the final 
accounts audit 
We are required to give an opinion on whether 
the financial statements give a true and fair view 
of the financial position and the results of 
operations of the trust. Each year we assess the 
risks around the core financial systems that form 
the basis of the annual accounts and carry out 
compliance and substantive testing, as 
necessary, in order to address any risks 
identified.  

This year we concluded that we could 
substantively rely on the core systems that form 
the basis for the preparation of the financial 
statements, namely: 

• budgetary control; 

• main accounting system; and  

• year-end closedown procedures. 

This approach reduces the amount of detailed 
work that we need to undertake on the financial 
statements however, there is scope to provide 
better quality working papers to support the 
financial statements. 

Whilst we were generally able to rely on the 
working papers provided to provide a starting 
point for audit work, additional audit time was 
spent obtaining further detail which could have 
been initially provided.  

Before the start of the next final accounts audit 
we expect that trust staff will have completed a 
comprehensive analytical review of the draft 
statements and ensured that an independent 
review of the supporting working papers is 
carried out to ensure that they are complete and 
fully cross referenced to the draft accounts. 

Next year it is expected that the timetable for 
the preparation of the financial statements will 
be similar to this year, although we will be 
expected to complete our audit one week earlier. 
The NHS plans to use unaudited financial 
statements for consolidation purposes.  
This and the requirement for an earlier audit 
opinion reinforces the need for continuous 
improvement in the trust’s working papers.  

We also recommend the presentation of the 
accounts to the board, highlighting significant 
items and year-on-year changes. This can be 
derived from the analytical review noted above. 

Report to those with 
responsibility for governance in 
the trust 
We are required by professional standards to 
report to those charged with governance  
(in this case the audit committee) certain 
matters before we give an opinion on the 
financial statements. We reported no such 
matters. 

Charitable funds 
The balance of charitable funds held on trust 
amounted to £2.8 million at 31 March 2004. 
There were no significant issues arising from the 
audit and we issued an unqualified audit opinion 
on the accounts. 
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Other issues 
We noted that the trust has now received the 
results of the District Valuer’s prospective 
revaluation of fixed assets which indicates that 
there will be a number of impairments. The trust 
needs to determine and agree the accounting 
treatment. 

 

 

Financial aspects of 
corporate governance  

Financial standing 
The trust achieved two of the four key financial 
targets in 2003/04 but risks remain for 2004/05. 
Close monitoring of the financial position will be 
required to ensure breakeven is achieved. 

The trust has a poor overall record for managing 
its financial position. This was highlighted in 
2002/03 requiring substantial one off support 
arranged through the Strategic Health Authority. 
Additional support totalling £20.1 million was 
received and the cumulative deficit reduced to 
nil. 

In 2003/04 a deficit was forecast for most of the 
year with the Director of Finance identifying 
optimistic/realistic/pessimistic assumptions 
giving rise to forecast deficits ranging from  
£2.1 to £8.8 million. At the year-end a deficit of 
£519k was reported. This was achieved with 
£4.1 million support from West Hertfordshire 
PCTs for over-performance under their service 
level agreements. Our work showed that a 
breakeven position was unlikely as the budget 
contained assumptions about cost savings, the 
receipt of additional funding, and financial risks. 
However savings plans were not fully costed up 
to targets nor agreed with budget-holders. 
Furthermore savings were centrally held in the 
clinical department budgets which did not prove 
effective. 

Last year’s report on the Hertfordshire health 
economy highlighted the need for the health 
economy to work in partnership in order to 
address the financial problems. As such the trust 
seeks to manage its existing resources, 
acknowledging there are demand pressures 
which ultimately rest with the hospitals in the 
economy. This work is currently being followed 
up and an updated report will be issued. 

NHS trusts have a number of key statutory 
financial duties (summarised in the exhibit 
below). The trust failed to achieve a breakeven 
position and undershot its Capital Resource 
Limit. This was due to slippage in the capital 
programme; funding was released from the 
Department of Health in advance of the trust’s 
need. 

EXHIBIT 2  

Financial performance 2003/04 

Target Performance Target 
met? 

Breakeven on 
income and 
expenditure. 

The trust achieved 
a £519k deficit. 

 

Achieve a  
3.5 per cent capital 
cost absorption rate 
(CCAR). 

A CCAR of  
3.5 per cent was 
achieved. 

 

Keep within the 
Capital Resource 
Limit (CRL). 

The trust undershot 
the CRL of £9,757k 
by £3,158k. These 
resources will be 
available in 
2004/05. 

 

Remain within the 
External Financing 
Limit (EFL). 

The trust achieved 
the EFL target of 
£8,661k.  

 

 



 audit  2003/2004  ANNUAL AUDIT LETTER 

 
Annual Audit Letter – Audit 2003/2004 West Hertfordshire Hospitals NHS Trust – Page 6

 

Financial performance 2004/05 

The trust has a balanced budget but faces a 
significant challenge during 2004/05 to achieve 
a Cost Improvement Programme (CiP) 
requirement of £4.5 million  
(2 per cent of expenditure). This is supported by 
the implementation of savings plans of  
£1 million derived from the work of consultants 
Green and Kassab. The local development plan 
(LDP) agreement was complex and within it was 
an element of risk sharing and an ongoing need 
for the management of risks that may 
subsequently arise. This will require close  
co-operation with PCTs to manage activity 
volume. In response to previous year problems 
the trust is devolving savings targets to budget-
holders and extending its consistent use of the 
B-PLAN budgeting software. 

Along with PCTs in the quadrant, a financial 
recovery plan is in the process of being agreed. 
Whilst still requiring agreement and signature by 
the Financial Recovery Board the plan seeks to 
address structural issues, issues around 
managing performance, and financial 
management. The longer-term planning horizon 
is incorporated into the plan; for example NPfIT 
and consultant/GP contracts are addressed. 

EXHIBIT 3 

Summary of 2004/05 Financial Position 

Opening deficit 

Share of recovery plan risks  £2.0m 

In-year deficit 

Slippage against savings plans £1.0m  

Demand pressures £1.0m  

  £2.0m 

Deficit at month five (August)  £4.0m 

Year-end forecast deficit  £7.0m 

For 2004/05 (at month five) the trust is 
reporting a £4.0 million deficit. This comprises 
£2.0 million opening deficit and £2.0 million  
in-year deficit. The opening deficit is a pro-rata 
of the financial risks (total £4.8 million) being 
managed on an ongoing basis within the 
quadrant per the recovery plan. The trust is 
taking action to access funding streams in 
relation to these risks as they become available. 
Examples are the consultant’s contract and 
CNST costs. The in-year deficit is represented by 
slippage of £1.0 million against the savings 
plans (CiP and Green & Kassab), and  
£1.0 million demand led activity pressures 
principally arising in A&E and elective surgery. 
Progress in achieving CiP savings is monitored 
both by a CiP Board and the Financial Planning 
Committee. 

The current year-end forecast deficit is as high 
as £7.0 million, despite the recognition that 
some financial risks originally identified have not 
materialised. Additional measures to control the 
deficit are being considered though these may 
impact on the trust’s performance and 
throughput. 

Close management of the financial position will 
be required to ensure breakeven is achieved and 
we will continue to review developments.  

Better Payments Practice Code 

The code requires all valid invoices to be paid 
within 30 days. During 2003/04 the trust 
reported it paid 94.15 per cent by value and 
92.33 per cent by number within 30 days.  
This compares with 93.47 and 91.60 per cent 
respectively in 2002/03. This represents a 
slightly improved performance. However, we 
have noted that the trust compiles and reports 
its performance statistics from the invoice 
registration date which may lead to code 
compliance being over-stated. 
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Systems of internal financial 
control 
The overall control framework is satisfactory 
albeit the statement of internal control stated 
that the system of internal control was not in 
place for the whole of the 2003/04 year. 
However the board should ensure that risk 
management is fully embedded in the 
organisation. Similarly, the expected progress in 
respect of improving procurement processes was 
not made and needs to be given fresh impetus. 

Internal Audit 

Internal audit, provided by Parys Snowden Audit 
Services Ltd (PSA) is a key element of financial 
control. Our annual review of the service found 
that it had met the Department of Health 
standards. 

In their 2003/04 internal audit annual report 
PSA stated that in the areas of work undertaken 
there are adequate systems and controls in 
place. Nevertheless a number of 
recommendations were made in relation to 
areas deemed to be high risk. It was reported 
that all recommendations had been formally 
accepted or verbally agreed. 

Joint protocol 

We have prepared an updated joint protocol 
document setting out how we will work with 
trust staff and internal audit to maximise the 
benefits arising from the audit in accordance 
with the Audit Commission’s ‘Managed Audit’ 
approach. The protocol has been approved by 
the Audit Committee. 

Risk management 

Our work included a high level assessment of 
your risk management processes and assurance 
framework. 

The Trust has put in place organisational 
arrangements to ensure that significant risks 
identified at operational level are escalated up to 
the Trust Board. It was also noted that a new 
incident reporting system was in the process of 
being implemented, supported by the 
introduction of a single incident reporting form. 

Last year we commented on the trust’s own 
recognition in its SIC that it needed to make 
further progress in improving its arrangements 
for high level risk management and the 
continued production of a comprehensive risk 
register. Some progress has been made in the 
year with DATIX being chosen as the risk 
management software of which the incident, 
complaints, PALS and claims modules were 
being populated. At our interim visit we reported 
that the trust’s Risk Register module was in the 
process of being populated with the complete list 
of identified risks along with management 
arrangements instigated in the trust. 

Beyond this the trust has recognized that there 
is still a need to identify the risks at a wider 
strategic and organizational level. This has 
resulted in a revised assurance framework which 
has already been ratified by the trust board. 

Statement of directors’ responsibility in 
respect of internal control  

The statement of directors’ responsibility in 
respect of internal control in the annual accounts 
reflects the position that the system of internal 
control was not in place for the whole year.  
This largely reflects the lack of a comprehensive 
risk management system for most of the year 
ended 31 March 2004. 

The head of internal audit reviewed the 
organisation’s overall arrangements for gaining 
assurance. He concluded that an assurance 
framework is in place and that there is an 
effective system of internal control to manage 
the organisation’s principal risks. 
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Any other issues 

The trust’s main financial systems are well 
established and there were no major changes to 
these in 2003/04. However we found that 
written procedures had still not been drafted for 
some areas especially in relation to taxation 
(P11D compilation and VAT partial exemption). 
The VAT consultants engaged by the trust 
continue to find errors undetected by 
management controls. 

The progress anticipated last year in respect of 
procurement procedures has not occurred.  
At our interim audit we reported that 
comprehensive procedures had not been 
drafted. Nevertheless internal audit were able to 
report that there had been considerable 
improvement in systems and procedures for the 
control of expenditure albeit going to note that 
the segregation of duties between the Supplies 
section and EST had subsequently been eroded. 

At the time of our interim report the trust still 
had no corporate recruitment and retention 
policy. However, the trust is in the process of 
drafting such policy building on the base of the 
'Improving Working Lives' initiative. 

Standards of financial conduct 
and the prevention and detection 
of fraud and corruption  
The arrangements in place to prevent and detect 
fraud and corruption are generally satisfactory 
but we have suggested that additional resources 
may be needed to support a more proactive 
approach by the Local Counter Fraud Service. 
 

Local Counter Fraud Service 

We have reviewed your arrangements to 
maintain proper standards of financial conduct, 
and to prevent and detect fraud and corruption. 
We were concerned that 20 days were planned 
and 15 days input by the local counter fraud 
service (provided by PSA) during 2003/04.  
Of the 15 days, 13 were utilised to undertake 
responsive investigative work and only two days 
were delivered proactively  
(Fraud Awareness days). It is recognised that 
this is not sufficient to deliver a proactive and 
effective service or provide you with the level of 
assurance necessary. The trust is planning to 
extend counter-fraud coverage in the near 
future. 

It is recognised that there is an element of 
counter fraud activity in some systems audits 
undertaken but this was not recognised in the 
LCFS Annual Report of Counter Fraud Work.  
It may be useful to do this in future. 

National fraud initiative 

In 2002/03 the trust took part in the Audit 
Commission’s national fraud initiative (NFI) 
2002 whereby data matching was used widely 
across the public sector to identify 
overpayments or transactions that may be 
fraudulent. There were no significant findings 
relating to the trust. 

This year the Commission are repeating the 
exercise and the trust will be asked once again 
to submit data from the payroll system for 
comparison against other public sector payrolls, 
housing benefit data, pension’s records and 
other government databases.  

Legality of transactions 

The trust has established a satisfactory 
framework for ensuring the legality of its 
transactions satisfactory although we note that 
responsibility for compliance continues to be 
shared between board members. As in previous 
years ensuring compliance with new legislation 
is led by the medical director, who is also the 
Caldicott Guardian, with the finance director and 
director of human resources also having 
responsibility for their own areas. 
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Performance management 
We continued to assess the trusts likelihood in 
achieving NHS Plan targets and found that that 
there were a number of high risk areas.  
The trust has now been given a ‘no star’ 
performance rating. 

We were having difficulties in some cases in 
getting responses to our reports in a timely 
manner. As a matter of course our work is 
followed-up and we will report instances where 
recommendations have not been implemented. 

Previous annual audit letters have commented 
on our concerns about the trust’s ability in 
producing good quality performance data.  
Each year our review of your overall 
management arrangements helps us to assess 
whether the best use of resources is achieved in 
the provision of services.  

The weakness has been demonstrated this year. 

• In July 2004 the trust achieved a ‘no star’ 
rating in the NHS Performance ratings and 
indicators. 

• The trust while achieving key NHS targets 
central to delivering effective services in 
areas such as outpatient and elective 
booking, and patients waiting for elective 
admission, underachieved in areas such as 
time in A&E, cancer waits, and financial 
management. 

However, the trust has had successes: 

• progress has been made in implementing 
the new consultant’s contracts; 

• an Emergency Care Task Force has been set 
up to address the A&E issues; and 

• a rating of being one of the top 40 major 
hospitals by CHKS Ltd. 

These challenges have been addressed at a time 
of change in the trust’s own management team. 
There is a new chief executive. Additionally, a 
new director of finance will shortly be taking up 
post. 

Progress on NHS Plan targets and 
the local delivery planning 
process 
The trust did not achieve all of the key 2003/04 
NHS Plan targets, and our assessment was that 
the local LDP process was fairly weak overall. 

The NHS Plan provided a radical re-think of the 
way that health services should look over the 
next ten years. It set out a vision of a health 
service designed around the patient, recognising 
that this will require investment and major 
reform. The new planning framework recently 
announced for 2005/06 will require additional 
targets to be met over and above the current 
ones. 

Reviews of progress in implementing the NHS 
Plan have been carried out by local auditors at 
all NHS trusts and PCT’s, focusing on input to 
the local delivery plan (LDP) process and 
achievement of key national targets: 

• waiting times for inpatients, outpatients and 
A&E; 

• cancer services; and 

• services for older people. 

At the time of our review in late 2003, we 
concluded that the trust was unlikely to achieve 
all of the national targets by March 2004. 

EXHIBIT 4 PROGRESS ON NHS PLAN TARGETS 

Target Performance 

66 per cent of 
outpatients   
to have their 
appointment date 
booked at the time  
of referral. 

Rated as high risk. 

 Target achieved. 

80 per cent reduction in  
the number of over six 
month inpatient waits. 

Rated as high risk. 

 Target achieved. 

Patients spend less than 
four hours in A&E. 

Rated as high risk. 

 Target not achieved. 

Trust performance at 
86 per cent against a 
90 per cent target. 
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Target Performance 

Maximum of two months 
wait from urgent referral 
for cancer treatment. 

Rated as high risk. 

 Target significantly 
underachieved. 

Trust performance at 
87 per cent against a 
98 per cent target. 

Stroke service 
established. 

Rated as high risk. 

In the trust 4 per cent 
of patients spent time 
on the stroke service 
unit compared with a 
37 per cent current 
national figure. 

The local delivery plan was developed at a global 
level, and while there was evidence of external 
stakeholder (PCT) involvement this was not true 
of internal stakeholders (clinicians). It was felt 
that there was an underlying mistrust between 
the PCTs and the trust in terms of capacity.  
The LDP was further hampered by the trust’s 
financial position and the weak workforce base 
(high levels of vacancy and an inability to recruit 
so near to London). It is acknowledged that the 
trust has improved its performance on 
recruitment and retention recently. 

Modernisation is having an impact: 

• in orthopaedics the trust is involved in the 
‘Better Care without Delay’ and ‘First and 
Fast’ projects and have introduced triage by 
physiotherapists. Additionally, orthopaedic 
electives are moving to a surgicentre; 

• performance management data has 
improved; and 

• planning and prioritising local developments 
and initiatives to meet national targets 
(must-dos). 

Reference costs 
The trust has systems in place to collect and 
report reference costs but these could be 
improved.  

For a number of years the DoH has used 
reference costs to compare the cost of hospital 
services. Trusts are required to produce these 
annually, for the Department of Health, 
analysing costs and activity data based on 
individual specialties. These costs produce an 
index, which demonstrates how the trust’s costs 
compare nationally. 

Reference costs are of increasing importance, as 
tariffs for paying for hospital services under the 
new payments by results arrangements are to 
be based on them. Trusts will need to 
understand how their costs compare to the 
income received in relation to individual areas of 
activity. Within the next few years, the trust’s 
ability to meet its financial targets will depend to 
a large extent on whether its costs are at or 
below the national tariffs. 

Our review of the trust’s arrangements for 
collating its reference cost found that: 

• there were no ‘material’ differences on costs 
(defined as variances greater than  
+/- 2 per cent to independent data sources); 

• we experienced considerable difficulties in 
agreeing activity data. There were ‘material’ 
differences between the activity data 
provided by the trust for its reference costs 
returns and other data sources ie Körner 
returns and NWSC; 

• there were also some significant differences 
to prior year activity figures; and 

• we found that the apportionment process 
was in place but that it was not as required 
by the costing manual. 

We have issued a report and action plan to the 
trust designed to further improve arrangements 
for compiling reference costs. These are mainly 
around the validity and accuracy of the 
underlying data, particularly: 

• complying with the costing manual and 
reconciliation to the trust’s final accounts; 

• establishing the resources consumed by 
procedure, treatment etc; 

• reviewing data collection procedures; and 

• using alternative sources of data, to check 
the accuracy of activity levels.  

This will be particularly important when payment 
by results is introduced and the trust’s income 
will be reliant on accurate activity data.  
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Acute hospitals portfolio 
The acute hospitals portfolio is the Audit 
Commission’s approach to value for money work 
in acute hospitals. It is an ongoing programme 
of data collection covering a range of topics 
relevant to acute hospital services and is a 
powerful tool for improving services because it 
offers highly detailed comparisons of 
performance between services that make a 
direct impact on patient care.  

The trust is no exception and is using the results 
as part of its process for continuing service 
improvement. This year’s topics covered 
services providing direct support to the doctors 
and nurses treating and caring for patients: 

• information and records; 

• pathology services; 

• facilities management services; and 

• therapy and dietetics services. 

We found that the trust’s services  
(with the exception of facilities management) 
compare reasonably well with others nationally. 
The detailed results have been discussed with 
managers and clinical staff, following which our 
final report and action plan has been agreed. 

 

EXHIBIT 5 LOCAL ISSUES FROM ACUTE 

HOSPITAL PORTFOLIO REVIEWS 2003/04 

 Key areas for 
action/improvement 

Facilities management  

Services are not 
perceived as 
favourably as normal 
although the scores 
are not much lower 
than average. This is 
balanced by low costs 
of services. 
 

Develop a strategy to 
address the backlog 
maintenance issues. 

When renegotiating cleaning 
contracts ensure these 
conform to best practice and 
infection control 
requirements are better 
understood. 

Hospital information and records 

Systems 
implementation is to 
a level that is similar 
to most trusts with 
above average access 
to PCs or terminals, 
but usage of these 
facilities could be 
increased. 

Investigate why usage of 
available computer systems 
is not greater. 

Consider use of a clinical 
user group. 

Pathology  

Ward managers had 
mainly positive 
perceptions of 
pathology services. 
We could not obtain 
actual turn around 
times (TATs). 

Develop systems to capture 
turn around times and then 
monitor against targets. 

Therapy and dietetics services  

The trust appears to 
be successful in 
meeting patient 
needs with 
perceptions of ward 
managers generally 
positive. 

Audit working patterns so as 
to improve capacity and 
deployment especially in 
relation to the high  
follow-ups for physiotherapy 
and dietetics. 

Follow-up 
Two previous studies were followed-up in the 
year; Bank and Agency Staffing and Acute Trust 
Portfolio Diagnostic (A&E, Catering, Day Surgery 
and Ward Staffing). 
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In respect of bank and agency staffing it was 
found that a number of clear measures had been 
taken by the trust to manage the use of such 
staff and underlying recruitment and retention 
problems. Nevertheless, at the time of the study 
200 nursing vacancies existed at the trust. 
Potential for improved measures in the areas of 
staff turnover, sickness absence management, 
performance management and induction were 
reported. 

Within the portfolio diagnostic work the efforts 
the trust has made in respect of A&E was noted 
as was the significant progress made as a result. 
With regard to catering it was noted that the 
trust intended to tender the service to a new 
contract using consultants to advise on quality 
issues but it appeared that little progress had 
been made in respect of incentivising wards to 
reduce waste. Progress too had been made in 
progressing earlier recommendations for ward 
staffing. The strategy for nursing and midwifery 
was revised to include recruitment and retention 
issues. The use of modern matrons and skill-mix 
reviews have also improved controls and help 
reduce costs. Lastly, in respect of day surgery 
whilst progress had been made in terms of 
creating a day surgery user group and a theatre 
management group there was still work 
outstanding including the roll-out of Theatreman 
systems and the subsequent development of 
monitoring processes. Mount Vernon is the only 
site where Theatreman has not been 
implemented. 

 

 

Conclusion 

Future audit work 
We have already discussed and agreed our 
proposals and planned work for 2004/05 in more 
detail with the audit committee at the meeting 
held on 30 July 2004. 

 

National risk based work 
The Audit Commission has highlighted six key 
national risks which absorb a significant amount 
of public money and impact comprehensively 
across the NHS as a whole. Many of these are 
also high risk locally. For 2004/05 these risks 
are: 

• core financial management; 

• new funding flows; 

• managing resources for improvement; 

• implementing new workforce contracts; 

• information management and technology; 
and 

• projects within the national programme for 
IT. 

The Commission expects its auditors to prioritise 
their work over each of these risks, over the 
short and medium term. We will use the results 
of our local audit planning and our cumulative 
knowledge of the Trust and the local health 
economy to do this. 

We do not plan to cover all topics in 2004/05 
and we have agreed that locally there are three 
key areas for review: 

• national programme for Information 
Technology (NPfIT); 

• implementing new workforce contracts; and 

• information management and technology. 

The reporting arrangements and expected 
outputs from this work have yet to be decided 
but as a minimum we will report the results in 
the annual audit letter. 

Work on behalf of the healthcare 
commission 
There will be some changes in audit approach 
following the establishment of the healthcare 
commission in April 2004. The Audit Commission 
is no longer responsible for national performance 
work within the NHS however, for 2004/05, the 
healthcare commission has requested that 
external auditors carry out the programme of 
national work on its behalf.  
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The work we will carry out on behalf of the 
healthcare commission consists of: 

• Phase 5 of the acute hospitals portfolio.  
This will provide an assessment of quality, 
effectiveness and cost of hospital services in 
the key areas of A&E, day surgery and ward 
staffing; 

• supporting the portfolio review areas, the 
quality of hospital data in the areas covered 
above; and 

• an initial assessment of hospital waiting list 
information, with a potential for additional 
work if the results of the initial assessment 
indicate benefit in this. This work is ongoing. 

 
 

Closing remarks 
This letter will be discussed and agreed with the 
chief executive. A copy of the letter was 
presented at the audit committee meeting on  
5 November 2004. 

The audit has covered a wide range of the trust’s 
arrangements and activities, providing 
assurance in key areas and also supporting the 
trust’s continuing improvement and 
development.  

As always, the trust has taken a positive and 
constructive approach to the audit and I would 
like to take this opportunity to express my 
appreciation for the assistance and co-operation 
provided during the course of the audit.  

Availability of this letter 
This letter will be published on the Audit 
Commission’s website at 
www.audit-commission.gov.uk, and also on the 
trust’s website. 

 

 
 
Rob Murray 
District Auditor 
November 2004 
 

Status of our reports to the 
trust 
Our annual audit letter is prepared in the 
context of the Statement of Responsibilities of 
Auditors and Audited Bodies issued by the 
Audit Commission. Annual audit letters are 
prepared by appointed auditors and addressed 
to directors and officers. They are prepared for 
the sole use of the audited body, and no 
responsibility is taken by auditors to any 
director or officer in their individual capacity, 
or to any third party. 
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A P P E N D I X  1  

Reports issued during the 2003/04 audit 

Period April 2003 to present 

 
Report Date Issued 

Planning  

Audit plan 2002/04 February 2003 

Audit plan 2004/05 July 2004 

Accounts. 

Interim Memo (inc. Core Process Review) June 2004 

SAS610. July 2004 

Final Accounts Memo. August 2004 

Financial aspects of corporate governance 

Interim Memo (inc. Core Process Review). June 2004 

Performance 

Acute Trust Portfolio Diagnostic Phase 3 (bed management, 
outpatients, theatres, patient flows). 

May 2003 

Policy into Practice (presentation). May 2003 

Procurement. November 2003 

Bank and Agency Follow-up. February 2004 

NHS Plan. February 2004 

Data Quality – Reference Costs. March 2004 

Acute Trust Portfolio Diagnostic Phase 4 (Facilities 
Management, Information & Records, Pathology, Therapy 
and Dietetics). 

May 2004 

Acute Trust Portfolio Diagnostic follow-up (A&E, Catering, 
Day Surgery, Ward Staffing). 

May 2004 

 

        Our progress throughout the year is reported to your audit committee. 
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A P P E N D I X  2  

Audit fee 
The proposed fee for the audit was set out in our audit plan agreed at the start of the audit. 
Board members should note that in order to bring the Audit Commission financial year in line 
with the NHS, the current plan covers the period from November 2002 to March 2004.  
In this time we have delivered two statutory audits and two annual audit letters. 

Audit fee update 
 

Audit area Plan 2002/04 Actual 2002/04 

Accounts (including planning and reporting) £141,500 £120,300 

Financial aspects of corporate governance £48,200 £69,700 

Performance £186,300 £166,800 

Data Quality Spot Check  £13,000 

TOTAL CODE OF AUDIT PRACTICE AUDIT FEE £376,000 £369,500 

 

 

 


