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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 2018.  

This Letter is intended to provide a commentary on the results of our work to the 
Trust 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 the 
Trust's Audit Committee as those charged with governance in our Audit Findings 
Report on 24 May 2018.

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's 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's 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 the Trust's accounts to be £6,283,000, which is 1.75% of the Trust's gross revenue expenditure. 

Financial Statements opinion We gave an unqualified opinion on the Trust's financial statements on 29 May 2018. 

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 the Trust had determined that it was still a going concern. This did not affect our opinion that the statements 
gave a true and fair view of the Trust's financial position and its income and expenditure for the year.

NHS Group consolidation template 
(WGA)

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

Use of statutory powers We referred a matter to the Secretary of State, as required by section 30 of the Act, on 30 May 2017 because the Trust had breached its three 
year 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 have delivered a number of successful outcomes with you:

• An efficient audit – we delivered an efficient audit with you in May, delivering the accounts by the deadline, 
• Improved financial processes – we worked with you to streamline your processes,
• 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,
• Providing training – we provided your teams with training on financial accounts and annual reporting.

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

Grant Thornton UK LLP
June 2018

Value for Money arrangements Our review of the Trust's arrangements for securing economy, efficiency and effectiveness in its use of resources identified the following 
significant matter which relates solely to sustainable resource deployment. The Trust has been unable to set a sustainable budget as a result of 
the current configuration of its services across West Hertfordshire. The Trust’s outturn position for 2017-18 was a £42.6 million adjusted 
retained deficit which is an increase of £27.2 million compared to the Trust’s control total of no more than £15 million, agreed with NHS 
Improvement.  We, therefore, concluded that West Hertfordshire Hospitals NHS Trust did not have proper arrangements to secure economy, 
efficiency and effectiveness in its use of resources and issued and adverse value for money conclusion in our audit report to the Board of the 
Trust on 29 May 2018.

Further details in relation to this matter are included on page3 10 and 11 of this report.  

Quality Account Our audit of the Trust's Quality Account is complete. We issued our report on the Quality Account on 25 June 2018.  
We concluded that the Quality Account we reviewed was prepared in line with the Regulations and guidance. Our testing of the rate of 
clostridium difficile infections is complete and in line with the Regulations and guidance. Our testing of percentage of patient safety incidents 
resulting in severe harm or death indicator is complete and in line with the Regulations and guidance. 

Certificate We certify that we have completed the audit of the accounts of West Hertfordshire Hospitals NHS Trust in accordance with the requirements of 
the Code of Audit Practice. 
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Audit of the Accounts

Our audit approach

Materiality
In our audit of the Trust's 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 accounts to be £6,283,000, which is 
1.75% of the group's gross revenue expenditure. We used this benchmark as, in our 
view, users of the Trust's financial statements are most interested in where the Trust 
has spent its 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 the Trust and with the accounts included in the Annual Report on which we 
gave our opinion.

We carry 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 the Trust's 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 Accounts
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

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

Approximately 90% of the Trust’s income is from patient
care activities and contracts with NHS commissioners.
These contracts include the rates for and level of patient
care activity to be undertaken by the Trust. The Trust
recognises patient care activity income during the year
based on the completion of these activities. Patient care
activities provided that are additional to those incorporated
in these contracts (contract variations) are subject to
verification and agreement by the commissioners. As
such, there is the risk that income is recognised in the
accounts for these additional services that is not
subsequently agreed to by the commissioners.

We have identified the occurrence and accuracy of
income from contract variations as a risk requiring special
audit consideration.

Auditor commentary

We undertook the following procedures:

 evaluated the Trust’s accounting policy for recognition income from patient care
activities for appropriateness;

 gained an understanding of the Trust's system for accounting for income from patient
care activities and evaluate the design of the associated controls;

 tested material revenue streams; and

 tested material contract variations by agreeing income to signed contract variations and
other supporting documentation.

Our audit work did not
identified any issues in 
respect of revenue 
recognition.
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Audit of the Accounts
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. . 
In common with many NHS bodies, the Trust 
faces pressure to meet external targets, and 
this could potentially place management 
under undue pressure in terms of how they 
report performance.
We identified management override of 
controls as a risk requiring special audit 
consideration.

Auditor commentary

We undertook the following procedures:

 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 of 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 
which did not balance. We reported a similar 
issue in our 2016/17 Audit Findings Report. In 
each case, the manual review undertaken by 
the finance team identified and corrected the 
imbalance. We understand the finance team 
are continuing to work with the system provider 
to identify the course and develop a fix.

Our review of the journals confirmed they were 
appropriately processed and authorised. 

Valuation of property, plant and 
equipment
All property, plant and equipment are 
measured initially at cost, representing the 
cost directly attributable to acquiring
or constructing the asset and bringing it to 
the location and condition necessary for it to 
be capable of operating in the
manner intended by management. All assets 
are measured subsequently at current value. 
Revaluations are performed with sufficient 
regularity to ensure that carrying amounts 
are not
materially different from those that would be 
determined at the end of the reporting period. 

We identified the valuation of land and 
buildings revaluations and impairments as a 
risk requiring special audit.

Auditor commentary

We undertook the following procedures:

 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 challenge 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 issues 
in respect of valuation of property, plant and 
equipment.
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Audit of the Accounts
Significant Audit Risks - continued

Risks identified in our audit plan How we responded to the risk Findings and conclusions

Going concern material uncertainty 
disclosures

The Trust incurred a £41.4 million financial deficit 
in delivering its services in 2017/18 (adjusted 
retained deficit of £42.6 million) with financial 
revenue support via working revenue and capital 
loans. The total borrowing as at 31 March 2018 
stood at £138.4 million. 

Management anticipates that it may take a number 
of  years before the Trust’s income equals or 
exceeds its expenditure. The Trust will therefore 
require further cash support via revenue loans to 
pay its expenses in 2018/19. The source and 
value of the loans has 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 requiring special audit consideration. Given 
the sensitive nature of these disclosures, we had 
identified this a key audit matter for the audit. 

We undertook the following procedures:

 held regular discussions with officers about the financial standing of the Trust;

 reviewed management's assessment of going concern assumptions and 
supporting information, including 2018/19 budget plan; and

 reviewed the completeness and accuracy of going concern disclosures in the 
financial statements. 

Auditor commentary 

 Management’s formal assessment of the use of the going concern basis of 
accounting covered the period 01 April 2018 to 31 March 2019. We 
considered Management’s process for reaching its judgements to be 
adequate.

 There was transparent disclosures of the material uncertainties that casts 
doubt about the Trust’s ability to continue as a going concern.

 We requested the Trust cash flow forecasts be extended to a minimum of 
twelve months after the accounts are approved and adopted in May 2018.

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

 We requested additions to your going concern disclosures setting out the 
2017/18 deficit performance against plan.

We reviewed the management's 
assessment and were satisfied that the 
going concern basis was appropriate for 
the 2017/18 financial statements. Material 
uncertainties that may cast doubt about 
the Trust’s ability to continue as a going 
concern had been appropriately disclosed 
in the financial statements.
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Audit of the Accounts

Audit opinion
We gave an unqualified opinion on the Trust's financial statements on 29 May 2018, 
by the national deadline.

Preparation of the accounts
The Trust presented us with draft accounts in accordance with the national deadline, 
and provided a good set of working papers to support them. The finance team 
responded promptly and efficiently to our queries during the course of the audit.

Issues arising from the audit of the accounts
We reported the key issues from our audit to the Trust’s Audit Committee 24 May 
2018. 

Annual Report, including the Annual Governance Statement 
We are also required to review the Trust's Annual Report, including the Annual 
Governance Statement. It provided these on a timely basis with the draft accounts 
with supporting evidence.

We concluded that the other information published with the financial statements, 
which included the Annual Report were 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. 

On 30 May 2017 we reported to the Secretary of State that the Trust had breached its three 
year break even duty for the three year period ended 31 March 2019.

Certificate of closure of the audit
We are also required to certify that we have completed the audit of the accounts of West 
Hertfordshire Hospitals NHS Trust in accordance with the requirements of the Code of Audit 
Practice. The certification was issued along with the opinion issued on 29 May 2018.
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Value for Money conclusion

Background
We carried out our review in accordance with the NAO Code of Audit Practice, 
following the guidance issued by the NAO in November 2017 which specified the 
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. 

To help auditors consider this overall criterion the guidance issued by the Comptroller 
and Auditor General includes three sub-criteria (informed decision making, 
sustainable resource deployment and working with partners and other third parties) 
which are intended to guide auditors in reaching their overall judgements.

Key findings
Our first step in carrying out our work was to perform an initial risk assessment. We 
carried out the initial risk assessment in January 2018 across the three areas, 
considering Board reports, regulatory reviews and sector guidance. We identified one 
significant risk as a result. This was in relation to the sustainable resource 
deployment criteria, and was in respect of the Trust’s financial outturn and 
sustainability. 

Our risk assessment did not identify any significant risks in respect of the Trust’s 
arrangements in relation to informed decision making or working with partners and 
other third parties. As a result, we did not undertaken any detailed work on these 
criteria. We communicated the outcome of our risk assessment to the Trust in our 
Audit Plan dated 7 February 2018. 

We continued our review of relevant documents up to the date of giving our report, 
and did not identify any further significant risks where we needed to perform further 
work against any of the criteria.

The key risk we identified and the work we performed is set out overleaf.

As part of our Audit Findings report agreed with the Trust in May 2018, we agreed a 
recommendation in respect of the Trust’s CIP savings to address our findings.

Overall Value for Money conclusion
Basis for adverse conclusion
Our review of the Trust's arrangements for securing economy, efficiency and effectiveness in 
its use of resources identified the following significant matters which relates solely to 
sustainable resource deployment. 

The Trust had been unable to set a sustainable budget as a result of the current configuration 
of its services across West Hertfordshire. The Trust’s outturn position for 2017-18 was a £42.6 
million adjusted retained deficit which was an increase of £27.2 million compared to the Trust’s 
control total of no more than £15 million, agreed with NHSI. This movement was due to: 
 delivery of £10.3 million of savings compared to the revised £13.7 million savings target 

agreed with NHSI. Originally this savings target was £21.9 million which the Trust identified 
as unachievable. Nationally directed restrictions to elective care capacity contributed 
significantly to this shortfall; 

 loss of £9.3 million Sustainability and Transformation funding; and
 increased clinical staff costs of £7.4 million more than planned, due to the need to maintain 

emergency care quality in light of increased emergency care activity and dependency.

In addition, the Trust’s medium term financial plan disclosed a further forecast deficit of £52.9 
million in 2018/19. £10 million of this forecast is linked to a contingency for contract penalties 
that were not chargeable in the 2017/18 year. The forecast excludes Provider Sustainability 
Funding.

Adverse conclusion 
On the basis of our work, having regard to the guidance issued by the Comptroller and Auditor 
General in November 2017, because of the significance of the matters described in the basis 
for adverse conclusion above, we were not satisfied that in all significant respects West 
Hertfordshire Hospitals NHS Trust had put in place proper arrangements for securing economy, 
efficiency and effectiveness in its use of resources for the year ended 31 March 2018. 
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Value for Money conclusion
Key Value for Money Risks

Risk identified in our 
audit plan and how we 
responded to the risk

Findings Conclusion

Financial Outturn and 
sustainability

We carried out an initial risk 
assessment in January 2018 
across the three areas, 
considering Board reports, 
regulatory reviews and 
sector guidance. We 
identified one significant risk 
as a result. This was in 
relation to the sustainable 
resource deployment criteria, 
and was in respect of the 
Trust’s financial outturn and 
sustainability. 

Our risk assessment had not 
identified any significant risks 
in respect of the Trust’s 
arrangements in relation to 
informed decision making or 
working with partners and 
other third parties. As a 
result, we had not 
undertaken any detailed 
work on these criteria. 

Auditor view:

 The Trust’s outturn position for 2017-18 was a £42.6 million adjusted retained deficit which is an increase 
of £27.2 million compared to the Trust’s control total of no more than £15 million, agreed with NHS 
Improvement (NHSI). This movement was due to:

 delivery of £10.3 million of savings compared to the revised £13.7 million savings target agreed 
with NHSI. Originally this savings target was £21.9 million which the Trust identified as 
unachievable. Nationally directed restrictions to elective care capacity contributed significantly to 
this shortfall; 

 loss of £9.3 million Sustainability and Transformation fund; and

 increased clinical staff costs of £7.4 million more than planned, due to the need to maintain 
emergency care quality in light of increased emergency care activity and dependency.

 The Trust has a current revenue loan payment of £32 million due in December 2018 which it is in the 
process of renegotiating an extension for another three years. As at May 2018, the Trust had yet to reach 
an agreement with NHSI.

 Looking ahead to 2018/19, the Trust submitted a deficit plan of £52.9 million to NHSI in April 2018. This 
plan, however, included a contingency of £10 million to cover costs of nationally mandated contract 
penalties that the Trust was not exposed to in 2017/18. The plan is predicated on achieving CIP net 
savings of £15.9 million, a level in excess of that achieved previously. The Trust did not sign up to the 
expected NHSI control total for the year which required the Trust to achieve a deficit of £22.9 million 
excluding STF. The Trust would have needed to increase its CIP by an additional £20 million and avoid 
contract penalties in order to achieve the target set.

 Of the total CIP plan £5.3 million (33%) was unidentified as at May 2018.

 The Trust will require an additional cash loan of £83.8 million in 2018/19 to maintain current payment 
performance assuming that it delivers its savings plan. Trust has not received formal notification of future 
financing, this has always been available in the past in accordance with the need of the Trust to meet all 
essential liabilities and there was no indication that this will not continue. Should the Trust fail to deliver its 
savings plan in full or its financial deficits are greater than planned in 2018/19 then additional cash loans 
will be required.

Auditor view

• We issued a s30 notice to the 
Secretary of State in May 2017, 
confirming that the Trust would not 
meet its statutory duty in the period 
to 31 March 2019.  Current 
projections demonstrate a 
deterioration in the Trusts financial 
position.

• The financial climate continues to 
be an exceptionally challenging 
one for the Trust. In common with 
many Trusts, there is a lot of work 
to do before the Trust can return to 
a breakeven position. Delivering an 
improved financial performance will 
clearly need to remain as a key 
priority for the Board over the 
coming year. 

• 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 are not satisfied that the Trust 
has made proper arrangements to 
secure economy, efficiency and 
effectiveness in your use of 
resources. We therefore issued a 
qualified 'adverse' conclusion. 
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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 (c-diff)  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

• Our testing of the two indicators is complete. Based on the results of our procedures, 
nothing came to our attention that caused us to believe that the indicators rate of c-diff 
infections and percentage of patient safety incidents resulting in severe harm or death are 
not reasonably stated in all material respects.

Conclusion
We concluded that the Quality Account we reviewed was prepared in line with the Regulations 
and guidance. Our testing of the rate of clostridium difficile infections and percentage of patient 
safety incidents resulting in severe harm or death  is complete and are in line with the 
Regulations and guidance. 

We issued an unqualified limited assurance opinion on 25 June 2018.
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A. Reports issued and fees
We confirm below our final reports issued and fees charged for the audit and provision of non-audit services

Fees

Planned
£

Actual fees 
£

2016/17 fees
£

Statutory audit 40,960 40,960 62,415

Quality Account 7,400 7,400 10,000

Charitable funds – Independent examination 2,480 TBC* 3,000

Total fees 50,840 41,360 66,015

* The final fee will be confirmed at the conclusion of the review.

Reports issued

Report Date issued

Audit Plan 7 February 2018

Audit Findings Report 22 May 2018

Auditor's opinion on the financial statements 29 May 2018

Auditor's opinion on the Accounts Summarisation Schedule 29 May 2018

Auditor's conclusion in respect of the trust's arrangements 
for securing economy, efficiency and effectiveness in its use 
of resources

29 May 2018

Independent Auditor's Limited Assurance Report on the 
Annual Quality Account

25 June 2018

Quality Account  Report 25 June 2018

Annual Audit Letter Draft issued 25 June 
2018

Fees for non-audit services

Service Fees £

Limited assurance on car parking solutions 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 the Trust’s auditor and have ensured that 
appropriate safeguards are put in place. 

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