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Executive Summary
Purpose
Our Annual Audit Letter (Letter) summarises the key findings arising from the 
work that we have carried out at West Hertfordshire Hospitals NHS Trust (the 
Trust) for the year ended 31 March 2019.  

This Letter is intended to provide a commentary on the results of our work to 
you and external stakeholders, and to highlight issues that we wish to draw to 
the attention of the public. In preparing this Letter, we have followed the 
National Audit Office (NAO)'s Code of Audit Practice and Auditor Guidance 
Note (AGN) 07 – 'Auditor Reporting'. We reported the detailed findings from 
our audit work to your Audit Committee as those charged with governance in 
our Audit Findings Report on 23 May 2019.

Respective responsibilities
We have carried out our audit in accordance with the NAO's Code of Audit Practice, 
which reflects the requirements of the Local Audit and Accountability Act 2014 (the 
Act). Our key responsibilities are to:
 give an opinion on the Trust financial statements (section two)
 assess the Trust's arrangements for securing economy, efficiency and 

effectiveness in its use of resources (the value for money conclusion) (section 
three).

In our audit of the Trust financial statements, we comply with International Standards 
on Auditing (UK) (ISAs) and other guidance issued by the NAO.

Materiality We determined materiality for the audit of your financial statements to be £6,300,000, which is 1.75% of your prior year gross 
revenue expenditure. 

Financial Statements opinion We gave an unqualified opinion on your financial statements on 29 May 2019. 

We included a going concern material uncertainty paragraph in our report on the Trust's financial statements to draw attention to 
the note which explains the basis on which you had determined that you were a going concern. 

This does not affect our opinion that the statements gave a true and fair view of your financial position as at 31 March 2019 and 
your income and expenditure for the year then ended.

NHS Group consolidation 
template (WGA)

We also reported on the consistency of the financial statements consolidation template provided to NHS England with the 
audited financial statements. We concluded that these were consistent.

Use of statutory powers On 30 May 2017 we referred a matter to the Secretary of State, as required by section 30 of the Act because you  were planning 
to breach your break-even duty for the three year period ended 31 March 2019.

Our work
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Executive Summary

Working with the Trust

During the year, we delivered a number of successful outcomes with you:

 An efficient audit – we delivered an efficient audit with you in May issuing the opinion on deadline day. 
 Improved financial processes – we worked with you to streamline your processes around your Annual Report and Quality Account to enable earlier audit review 

and sign off
 Understanding your operational health – through the value for money conclusion we provided you with assurance on your operational effectiveness. 
 Sharing our insight – we provided regular audit committee updates covering best practice. We also shared our thought leadership reports including benchmarking 

your prior year Annual Report against other trusts, sharing new accounting requirements in respect of IFRS 9 (financial instruments) and 15 (revenue from 
contract with customers), and Brexit updates.

 Providing training – we provided your teams with training on financial statements and annual reporting.

We would like to record our appreciation for the assistance and co-operation provided to us during our audit by your staff.

Grant Thornton UK LLP
June 2019

Value for Money arrangements We were not satisfied that you put in place proper arrangements to ensure economy, efficiency and effectiveness in your use of 
resources because of weaknesses in financial outturn and sustainability risk (sustainable resource deployment): We therefore 
issued an adverse value for money conclusion in our audit report to the Audit Committee on 23 May 2019.

Quality Account We completed a review of your Quality Account and issued our report on this on 20 June 2019.  We concluded that the Quality 
Account and the indicators we reviewed were prepared in line with the Regulations and guidance. 

Certificate We certified that we had completed the audit of your financial statements in accordance with the requirements of the Code of 
Audit Practice on 29 May 2019. 
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Audit of the Financial Statements

Our audit approach

Materiality
In our audit of your financial statements, we use the concept of materiality to 
determine the nature, timing and extent of our work, and in evaluating the 
results of our work. We define materiality as the size of the misstatement in 
the financial statements that would lead a reasonably knowledgeable person 
to change or influence their economic decisions. 

We determined materiality for the audit of the group financial statements to 
be £6.3 million, which is 1.75% of your gross revenue expenditure. We used 
this benchmark as, in our view, users of your financial statements are most 
interested in where you had spent your revenue in the year. 

The scope of our audit
Our audit involves obtaining sufficient evidence about the amounts and disclosures in 
the financial statements to give reasonable assurance that they are free from material 
misstatement, whether caused by fraud or error. This includes assessing whether:
 the accounting policies are appropriate, have been consistently applied and 

adequately disclosed; 
 the significant accounting estimates made by management are reasonable; and
 the overall presentation of the financial statements gives a true and fair view. 

We also read the remainder of the Annual Report to check it is consistent with our 
understanding of you and with the financial statements included in the Annual Report 
on which we gave our opinion.

We carried out our audit in accordance with ISAs (UK) and the NAO Code of Audit 
Practice. We believe that the audit evidence we have obtained is sufficient and 
appropriate to provide a basis for our opinion.

Our audit approach was based on a thorough understanding of your business and is 
risk based. 

We identified key risks and set out overleaf the work we performed in response to 
these risks and the results of this work.
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Audit of the Financial Statements
Significant Audit Risks
These are the significant risks which had the greatest impact on our overall strategy and where we focused more of our work. 

Risks identified in our Audit Plan How we responded to the risk Findings and conclusions

Improper revenue recognition 

The risk that revenue includes fraudulent transactions

Under ISA (UK) 240, there is a rebuttable presumed risk that 
revenue may be misstated due to the improper recognition of 
revenue.

Trusts are facing significant external pressure to restrain budget 
overspends and meet externally set financial targets, coupled with 
increasing patient demand and cost pressures. In this 
environment, we have considered the rebuttable presumed risk 
under ISA (UK) 240. 

The majority of the Trust’s revenue is received from CCGs and 
NHS England for the provision of patient care services. We have 
determined that the estimation of the year-end revenue and 
receivables position with commissioners is a significant risk area 
for our audit due to the level of estimation uncertainty applying to 
this area of the financial statements.

We have not deemed it appropriate to rebut the presumed 
significant risk for material streams of patient care income and 
other operating revenue, due to the scale of financial pressures 
experienced by the trust, which increase the risk of material 
misstatement from improper revenue recognition. 

We have therefore identified the occurrence and accuracy of the 
Trust’s income streams and the existence of associated 
receivable balances as a significant risk.

We had: 

 evaluated the Trust’s accounting policy for recognition income
from patient care activities and other operating revenue for
appropriateness and compliance with the DHSC Group
Accounting Manual 2018/19 ;

 updated our understanding of the Trust's system for
accounting for income from patient care activities and other
operating revenue, and evaluated the design of the associated
controls;

 agreed a sample of the income from additional non-contract
activity in the financial statements to any signed contract
variations, invoices, and other supporting documentation, such
as correspondence from the Trust’s commissioners which
confirms their agreement to pay for the additional activity and
the value of the income .

Our audit work had not identified any material 
issue in relation to this risk.
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Audit of the Financial Statements
Significant Audit Risks - continued

Risks identified in our Audit Plan How we responded to the risk Findings and conclusions

Management override of controls

Under ISA (UK) 240 there is a non-rebuttable 
presumed risk that the risk of management over-ride 
of controls is present in all entities. You face 
external pressures to meet agreed targets, and this 
could potentially place management under undue 
pressure in terms of how they report performance.

We therefore identified management override of 
control, in particular journals, management 
estimates and transactions outside the course of 
business as a significant risk of material 
misstatement.

We had:

 gained an understanding of the accounting estimates, 
judgements applied and decisions made by management 
and consider their reasonableness;

 obtained a full listing of journal entries, identify and test 
unusual journal entries for appropriateness and agreed to 
supporting documentation;

 walked through the controls processes in place around 
journals;

 evaluated the rationale for any changes in accounting 
policies or significant unusual transactions; and

 reviewed significant related party transactions outside the 
normal course of business.

Our audit work had not identified any evidence of management 
override of controls. 

However, we identified two posted journals in September and 
November 2018 which did not balance. We reported a similar 
issues in our 2016/17 and 2017/18 Audit Findings Report. In 
each case, the manual review undertaken by the finance team 
had identified and corrected the imbalance. 

The finance team had referred this issue to the system provider 
who provided a fix in November 2018. However, our year end 
journal testing identified a further journal posted in March 2019 
that did not balance thus indicating the fix was not effective. 
Recommend the issue is escalated back to your system 
provider. 

Our review of the above journals confirm that your manual 
review undertaken by the finance team had identified and 
corrected the imbalance, and the journals were appropriately 
processed and authorised. 

In addition, in our review of the completeness of journals, we 
identified a missing journal. The finance team referred the matter 
to the system provider but they were unable to trace the journal 
or explain it’s absence from the system records. The finance 
team will in future run quarterly reports for missing journals and 
investigate any anomalies.
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Audit of the Financial Statements
Significant Audit Risks - continued

Risks identified in our Audit Plan How we responded to the risk Findings and 
conclusions

Valuation of Property, Plant, and Equipment

The risk that valuations of Property, Plant and Equipment are 
materially misstated

The Trust periodically revalues its land and buildings as required to 
ensure that the carrying value of these assets is not materially different 
from the current value as at the financial statements date. Where a full 
valuation is not performed, an index-based desktop valuation is 
performed in line with industry practices. Year-end valuation of property, 
plant, and equipment represents a significant estimate by management 
in the financial statements.

Management have engaged the services of a professional valuer to 
estimate the current value of the Trust’s material assets including land 
and buildings as at 1 April 2018, including consideration of the value of 
the full Hospital Sites.

The valuation of land and buildings is a key accounting estimate which is 
sensitive to changes in assumptions and market conditions.   

We therefore identified valuation of land and buildings, particularly 
revaluations and impairments, as a significant risk requiring special audit 
consideration.

We had:

 reviewed of management's processes and assumptions for the calculation 
of the estimate;

 reviewed of the competence, expertise and objectivity of any management 
experts used;

 reviewed of the instructions issued to valuation experts and the scope of 
their work;

 discussed with the Trust's valuer about the basis on which the valuation was 
carried out, challenging the key assumptions;

 reviewed and challenged of the information used by the valuer to ensure it 
was robust and consistent with our understanding;

 tested revaluations made during the year to ensure they were input correctly 
into the Trust's asset register; and

 evaluated the assumptions made by management for those assets not 
revalued during the year and how management satisfied themselves that 
these were not materially different to current value.

Our audit work had not 
identified any material 
issue in relation to this risk.
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Audit of the Financial Statements
Significant Audit Risks - continued

Risks identified in our Audit Plan How we responded to the risk Findings and conclusions

Going concern material uncertainty disclosures 

As auditors, we are required to “obtain sufficient 
appropriate audit evidence about the appropriateness 
of management's use of the going concern 
assumption in the preparation and presentation of the 
financial statements and to conclude whether there is 
a material uncertainty about the entity's ability to 
continue as a going concern” (ISA (UK) 570). 

You are facing significant financial challenges and 
has reported a deficit position for 2018/19, with 
further budget deficits forecast for 2019/20. The Trust 
will require further cash support forecast at £22.7 
million to pay its expenses in 2019/20 and repay 
revenue loan repayments of £32 million due in 
December 2019 and £29.4 million due in January 
2020. The source and value of this support had yet to 
be confirmed. 

We therefore identified the adequacy of disclosures 
relating to material uncertainties that may cast doubt 
on the Trust’s ability to continue as a going concern 
in the financial statements as a significant risk. Given 
the sensitive nature of these disclosures, this is one 
of the most significant assessed risks of material 
misstatement.

We concluded:

 management’s formal assessment of the use of the going concern basis 
of accounting covered the period 01 April 2019 to 31 March 2020. We 
considered your process for reaching your judgements to be appropriate.

 there was transparent disclosures of the material uncertainties that may 
cast doubt about the Trust’s ability to continue as a going concern

 management had a reasonable expectation that the services provided by 
the Trust will continue for the foreseeable future. For this reason, they 
continued to adopt the going concern basis in preparing the financial 
statements {Note 1.3.1}.

 we requested your cash flow forecasts be extended to a minimum of 
twelve months after the accounts are approved and adopted in May 2019

 we note your cashflow forecast for 2019/20 makes no provision for the 
repayments of revenue loan repayment of £32 million due in December 
2019 and other loans of £29.4 million due in January 2020. The Trust 
does not have the cashflow to repay these loans. Your forecast assumed 
these loans will be extended but NHSI has not confirmed the extension. 
You updated your going concern note disclose this fact.

We reviewed the management's 
assessment and were satisfied that the 
going concern basis was appropriate for the 
2018/19 financial statements. Material 
uncertainties that may cast doubt on your 
ability to continue as a going concern had 
been appropriately disclosed in the final 
financial statements.
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Audit of the Financial Statements

Audit opinion
We gave an unqualified opinion on your financial statements on 29 May 
2019.

Preparation of the financial statements
The Trust presented us with draft financial statements in accordance with the 
national deadline and quality of the supporting working papers was adequate. 
There was scope to improve quality of working papers by undertaking a 
quality check prior to submission. 

Findings arising from the audit of the financial statements
We reported the key findings from our audit to the Audit Committee on 23 
May 2019. There was no change to your reported performance following the 
audit. 

We gave an unqualified opinion on your financial statements on 29 May 2019 
on deadline day. However, the opinion was issued a couple of hours past the 
mid-day deadline due to late receipt of evidence to support agreement of 
balance, related party note and receipt of the updated statements of 
accounts. 

We reported a small number of disclosure amendments which management 
had updated. A summary of your 2018/19 performance was as follows:

 you performed better than your planned deficit target; 

 you achieved an adjusted financial performance deficit of £49.6 million 
(after impairments) compared to your budgeted deficit of £52.9 million;

 your cumulative breakeven duty deficit increased to £174.5 million as at 
31 March 2019;

 you underspent against your External Financing Limit by £258k;

 you spent up to your Capital Resource Limit £12.6 million; 

 you borrowed during the year £54.7 million revenue support facility and a further 
£4.1 million capital funding from DHSC, 

 you ended the year with cash balance of £2.9 million which equates to 3 days 
spend (good practice is 10 days), and

 while performance has improved when compared with last year, you continue to 
fall short of meeting the Better Payment Practice Code target (target is Payment of 
95% invoices within 30 days) paying on average 46.1% of NHS and Non-NHS 
suppliers by the due date.

Annual Report, including the Annual Governance Statement 
We are also required to review the Trust's Annual Report, including the Annual 
Governance Statement (AGS). You provided the AGS on a timely basis however the 
Annual Report was provided one week later than you planned. 

We concluded that the other information published with the financial statements, 
which included the Annual Report was consistent with our knowledge of the Trust and 
the financial statements we had audited.

Whole of Government Accounts (WGA) 
We issued a group return to the National Audit Office in respect of Whole of 
Government Accounts, which did not identify any issues for the group auditor to 
consider. 

Other statutory powers 
We are also required to refer certain matters to the Secretary of State under section 
30 of the Local Audit and Accountability Act 2014. We previously referred to the 
Secretary of State on 30 May 2017 that you would breach your  break-even duty for 
the three year period ended 31 March 2019.

Certificate of closure of the audit
We certified that we had completed the audit of your financial statements in 
accordance with the requirements of the Code of Audit Practice on 29 May 2019.
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Value for Money conclusion

Key findings
Our first step in carrying out our work was to perform a risk assessment and 
identify the risks where we concentrated our work.

The risks we identified and the work we performed are set out overleaf.

As part of our Audit Findings report agreed with the Trust in May 2019, we 
agreed recommendations to address our findings.

Overall Value for Money conclusion
Based on the work we performed to address the significant risk, because of 
the significance of the matters we identified in respect of sustainable 
resource deployment, we were not satisfied that you had made proper 
arrangements to secure economy, efficiency and effectiveness in your use of 
resources. We therefore gave a qualified 'adverse' conclusion.  

.

Background to our VFM approach
We are required to satisfy ourselves that the Trust has made proper arrangements 
for securing economy, efficiency and effectiveness in its use of resources and 
report by exception where we are not satisfied. This is known as the Value for 
Money (VFM) conclusion. 

We are required to carry out sufficient work to satisfy ourselves that proper 
arrangements are in place at the Trust. In carrying out this work, we are required 
to follow the NAO's Auditor Guidance Note 3 (AGN 03) issued in November 2017. 
AGN 03 identifies one single criterion for auditors to evaluate: 

“In all significant respects, the audited body takes properly informed decisions and
deploys resources to achieve planned and sustainable outcomes for taxpayers
and local people.”

This is supported by three sub-criteria, as set out below:

Informed 
decision 
making

Value for 
Money 

arrangements 
criteria Sustainable 

resource 
deployment

Working 
with partners 
& other third 

parties
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Key findings
We set out below our key findings against the significant risks we identified through our initial risk assessment and further risks identified through our ongoing review of documents. 

Value for Money

Significant risk Findings

 Risk as reported in Audit Plan

Financial Outturn and Sustainability 

 The forecast revenue deficit was £52.9 
million. The Trust did not sign up to meet the 
net revenue ‘Control Total’ set by NHSI. At 
the start of the 2018/19 year, recurrent 
revenue expenditure exceeds recurrent 
income by £43 million per annum. The plan 
for the year to contain the deficit (including 
non-recurrent effects such as a planned £10 
million of contract penalties) to £52.9 million 
After six months of this financial year, there 
are as yet un-identified actions that are 
needed to ensure the planned deficit for 
2018/19 is not exceeded.

We reviewed your arrangements for your financial outturn and continued sustainability and concluded as follows:

Key risks remain around your financial sustainability and for the delivery of the 2019/20 control total (sustainable resource
deployment):

 you delivered an adjusted financial performance deficit of £49.6 million which compares favourably with your planned 
deficit target of £52.9 million;

 achieved CIP savings of £16.1 million in the year, exceeding your NHSI target of £15.8 million and marginally short of your 
internal target of £16.8 million, however not all your planned recurrent savings was achieved;

 required loans totalling £22.7 million to pay staff and suppliers and a further £4.8 million to support your capital programme;

 your 2019/20 financial plan is to achieve a control total deficit of no greater than £22.7 million including non-recurrent 
Financial Recovery Fund (FRF), Provider Sustainability Funding (PSF) and redistribution of MRET funding totalling £27.7 
million;

 your plan assumes:

 100% achievement of your CIP saving for the second year running of £15 million;

 the need to secure reductions in the cost of agency staff utilised;

 the reliance on continued external support from DHSC for revenue and capital funding and significant loan 
extensions yet to be formally agreed;

 your cumulative breakeven duty deficit increased to £174.5 million as at 31 March 2019 and you have no credible plan to 
deliver recurrent financial balance in the short to medium term. 

You delivered a good financial performance in 2018/19., beating your original budget for the year and achieving your CIP 
requirement however, scale of the continued financial challenges can not be understated. We recognise that whilst there are 
risks contained in the 2019/20 budget which are material, you are aware of th risks and their potential impact. You continue to 
be alert to, and takes seriously, the level of risk in your financial and CIP plans and the need to continually improve 
arrangements supporting delivery. Your BAF/risk register also includes the risk that your plans do not achieve all planned 
objectives. The risk rating has remained higher than the target score of 16 reflecting the risks and ongoing challenges to your 
plan.

We have therefore concluded that because of the significance of the matters we identified in respect of your financial outturn 
and sustainability (sustainable resource deployment criteria), we are not satisfied that the Trust has made proper 
arrangements to secure economy, efficiency and effectiveness in your use of resources.
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Key findings
We set out below our key findings against the significant risks we identified through our initial risk assessment and further risks identified through our ongoing review of documents. 

Value for Money

Significant risk Findings

 Risk as reported in Audit Plan

Cost Improvement Plans

 The Trust's planned deficit position 
for 2018-19 is based on achievement 
of Cost Improvement Programmes 
(CIPs) in the value of £15.8 million. 
At Month 8, the Trust is on track to 
deliver £15.5 million CIPs.

We reviewed your arrangements for your cost improvements plans and concluded as follows: 

 Key risks remain in the delivery of your CIP plans in 2019/20: 

 your plan assumes 100% CIP achievement for the second year running;

 your plans for 90% of CIP schemes to be recurrent is ambitious and significantly higher than levels (62%) achieved in 
2018/19

 the level of unidentified NHSI CIPs recorded on your tracker at month 2 is £0.5 million however not all your schemes 
have been RAG rated and there is a risk that the scale of unidentified may be significantly higher

 you are alert to, and take seriously, the level of risk in the CIP plans and the need to continually improve arrangements 
supporting delivery. 
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Quality Account 

The Quality Account
The Quality Account is an annual report to the public from an NHS Trust 
about the quality of services it delivers. It allows Trust Boards and staff to 
show their commitment to continuous improvement of service quality, and to 
explain progress to the public.

Scope of work
We carry out an independent assurance engagement on the Trust's Quality 
Account, following Department of Health (DH) guidance. We give an opinion 
as to whether we have found anything from our work which leads us to 
believe that:

 the Quality Account is not prepared in line with set DH criteria;

 the Quality Account is not consistent with other documents, as specified in 
the DH guidance; and

 the two indicators in the Quality Account where we have carried out 
testing are not compiled in line with DH regulations and do not meet 
expected dimensions of data quality.

Quality Account Indicator testing
We tested the following indicators:

 Rate of clostridium difficile infections

 Percentage of patient safety incidents resulting in severe harm or death.  

For each indicator tested, we considered the processes used by the Trust to 
collect data for the indicator. We checked that the indicator presented in the 
Quality Account reconciled to underlying Trust data. We then tested a 
sample of cases included in the indicator to check the accuracy, 
completeness, timeliness, validity, relevance and reliability of the data, and 
whether the calculation of the indicator was in accordance with the defined 
indicator definition. 

Key messages
 We confirmed that the Quality Account had been prepared in line with the 

requirements of the Regulations 

 We confirmed that the Quality Account was consistent with the sources specified in 
the DH Guidance 

 We confirmed that the commentary on indicators in the Quality Account was 
consistent with the reported outcomes

 Based on the results of our procedures, nothing came to our attention that caused 
us to believe that the indicators we tested were not reasonably stated in all material 
respects. 

Conclusion
As a result of this we issued an unqualified conclusion on your Quality Account on 20 
June 2019.
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A. Reports issued and fees
We confirm below our final reports issued and fees charged for the audit and audit related services.

Fees

Planned
£

Actual fees 
£

Statutory audit 40,960 40,960

Quality Account 7,400 7,400

Charitable fund  2,480 TBC

Total fees 50,840 48,360

TBC – Audits will be completed between September and December 2019.

Reports issued

Report Date issued / Planned

Audit Plan 6 March 2019

Audit Findings Report 29 May 2019

Auditor's opinion on the financial statements -
unqualified

29 May 2019

Auditor's opinion on the Accounts Summarisation 
Schedule  - unqualified

29 May 2019

Auditor's conclusion in respect of your 
arrangements for securing economy, efficiency and 
effectiveness in its use of resources – qualified 
adverse conclusion

29 May 2019

Quality Account 20 June 2019

Quality Account Narrative Report 24 June 2019

Annual Audit Letter 24 June 2019

Charitable fund  Independent Examination By December 2019

Fees for non-audit services

Service Fees £

None Nil

Non- audit services
 For the purposes of our audit we have made enquiries of all Grant 

Thornton UK LLP teams providing services to the Trust. The table 
above summarises all non-audit services which were identified.

 We have considered whether non-audit services might be perceived 
as a threat to our independence as your auditor and have ensured 
that appropriate safeguards are put in place. 

The above non-audit services are consistent with your policy on the 
allotment of non-audit work to your auditor.
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