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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 Wye Valley 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 

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 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 the Trust's financial statements to be £3.431 million, which is 1.5% of the Trust's gross 

revenue expenditure. 

Financial Statements opinion We gave an unqualified opinion on the Trust's financial statements on 25 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 the Trust has determined that it is still a going concern.

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 We have not exercised any of our additional statutory powers or duties at this stage, other than to update our existing s30 

referral to the Secretary of State.

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, working 

closely with your finance team

• Issuing our quality account opinion at the May Audit Committee alongside 

the financial statements and value for money opinion. We liaised early 

with the quality team and Director of Nursing, undertook early testing and 

were flexible in the completion of our audit work to fit in with the Trusts 
timelines for completion. 

• Sharing our insight – we provided regular audit committee updates covering best 

practice. We also shared our thought leadership reports

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 2019

Value for Money arrangements We were not satisfied that the Trust put in place proper arrangements to ensure economy, efficiency and effectiveness in its use

of resources because of weaknesses in financial sustainability and workforce arrangements . We therefore issued an adverse 

value for money conclusion in our audit report to the Trust on 28 May 2019.

Quality Accounts We completed a review of the Trust's Quality Account and issued our opinion on this on 28 May 2019.  We gave a qualified 

opinion due to issues identified with the VTE data indicator. 

Certificate We certified that we have completed the audit of the financial statements of Wye Valley NHS Trust in accordance with the 

requirements of the Code of Audit Practice on 28 May 2019.
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Audit of the Financial Statements

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 Trust’s financial statements to 

be £3.431 million which is 1.5% of the Trust'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. 

We also set a lower level of specific materiality for senior officers 

remuneration. 

We set a lower threshold of £0.172 million, above which we reported errors 

to the Audit Committee in our Audit Findings Report.

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 financial statements 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 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 

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  that revenue may be misstated due to the 

improper recognition of revenue. 

We have rebutted this presumed risk for the revenue 

streams of the Trust that are principally derived from 

contracts that are agreed in advance at a fixed price. We 

have determined these to be income from:

• block contract income element of patient care revenues

• education & training income

We have not deemed it appropriate to rebut this 

presumed risk for all other material streams of patient 

care income and other operating revenue. 

We have therefore identified the occurrence and accuracy 

of these income streams of the Trust and the existence of 

associated receivable balances as a significant risk, 

which was one of the most significant assessed risks of 

material misstatement.

To respond to this risk we:

• 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;

Patient Care Income

• using the DHSC mismatch report, we investigated unmatched 

revenue and receivable balances over the NAO £0.3m threshold, 

corroborating the unmatched balances used by the Trust to 

supporting evidence

• agreed, on a sample basis, income from contract variations and year

end receivables to signed contract variations, invoices or other 

supporting evidence such as correspondence from the Trust’s 

commissioners.

Other Operating Revenue

• agreed, on a sample basis, income and year end receivables from 

other operating revenue to invoices and cash payment or other 

supporting evidence.

In the draft accounts presented for audit, the 

Trust recognised £8.5 million income in 

relation to the ongoing contract dispute with 

Herefordshire CCG. Given the additional 

income was in dispute with the CCG, the 

Trust fully provided for the potential loss of 

income as a movement in credit loss 

allowance.

Although the correct overall position was 

reported within the accounts, we challenged 

the Trust’s treatment of this, in particular how 

the Trust believed it was able to recognise the 

income under revenue recognition accounting 

standards. The Trust agreed that this income 

should not have been recognised in this way 

and consequently agreed to amend its 

financial statements. 

As the Trust had fully provided for the income 

within operating expenditure there was no 

overall impact on the Trust’s overall reported 

deficit. 

The Trust is continuing to dispute the 18/19 

contract outcome with the CCG.
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Audit of the Financial Statements

Significant Audit Risks - continued
These are the 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

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. The Trust faces 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, which was 

one of the most significant assessed risks of material 

misstatement.

To respond to this risk we:

• evaluated the design effectiveness of management controls over journals

• analysed the journals listing and determined the criteria for selecting high 

risk unusual journals 

• tested unusual journals made during the year and the accounts 

production stage for appropriateness and corroboration

• gained an understanding of the accounting estimates and critical  

judgements applied by management and considered their 

reasonableness 

Our audit work did not identify any 

issues in respect of management 

override of controls.

Going Concern

The Trust is facing significant financial challenges and has 

forecast a further deficit position for 2019/20. The Trust will 

therefore require further cash support to cover its expenditure 

commitments. This will be sourced through DHSC loans.

We therefore identified the adequacy of disclosures relating to 

material uncertainties that may cast doubt on the group and 

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 considered the Director’s assessment of the Trust’s ability to continue 

as a Going Concern.

The DHSC GAM states that “..the anticipated continuation of the provision 

of a service in the future, as evidenced by inclusion of financial provision 

for that service in published documents, is normally sufficient evidence of 

going concern. DH group bodies should therefore prepare their accounts 

on a going concern basis unless informed by the relevant national body or 

DH sponsor of the intention for dissolution without transfer of services or 

function to another entity”.

The Directors determined that there is no evidence of an intention to cease 

the provision of services, and therefore have adopted the Going Concern 

assumption. We did not identify any issues through our review and 

enquiries that suggest that this is not appropriate.

We did not identify any issues 

through our review and enquiries that 

suggest that Directors assessment is 

not appropriate.

Given the challenges faced by the 

Trust, our opinion wording included a 

section on the material uncertainty in 

respect of going concern.
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Audit of the Financial Statements

Significant Audit Risks - continued
These are the 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

Valuation of land and buildings

The Trust re-values its land and buildings annually to 

ensure that the current value is not materially different 

from fair value This represents a significant estimate 

by management in the financial statements.

We therefore identified the valuation of land and 

buildings, in particular revaluations of the main 

hospital site, as a significant risk, which was one of 

the most significant assessed risks of material 

misstatement. 

To respond to this risk we:

• evaluated management's processes and assumptions for the calculation of 

the estimate, the instructions issued to the valuation experts and the scope 

of their work

• critically assessed how key assumptions, such as VAT recognition, are 

recognised by the Trust

• evaluated the competence, capabilities and objectivity of the valuation 

expert

• discussed with the valuer the basis on which the valuations were carried out 

and challenging the key assumptions applied

• tested the information used by the valuer to ensure it is complete and 

consistent with our understanding

• tested, on a sample basis,  revaluations made during the year to ensure 

they have been input correctly into the Trust's asset register

• evaluated the assumptions made by management for any assets not 

revalued during the year and how management has satisfied themselves 

that these are not materially different to current value.

Valuation of land and buildings

Overall, we were able to gain sufficient 

assurance over the valuation of land and 

buildings in the Trust’s financial statements. 
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Audit of the Financial Statements

Audit opinion
We gave an unqualified opinion on the Trust's financial statements on 28 May 2019.

Preparation of the financial statements
The Trust presented us with draft financial statements on 24 April 2019, 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 financial statements
We reported the key issues from our audit to the Trust’s Audit Committee on 23 May 

2019. 

Annual Report, including the Annual Governance Statement 
We are also required to review the Trust's Annual Report, including the Annual 

Governance Statement. We identified some areas for improvement within the Annual 

Governance Statement which were actioned by management. 

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 have not exercised any of our additional statutory powers or duties at this stage, other than 

to update our existing s30 referral to the Secretary of State.

Certificate of closure of the audit
We certified that we have completed the audit of the financial statements of Wye Valley NHS 

Trust in accordance with the requirements of the Code of Audit Practice on 29 May 2019.
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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. 

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.

We focused our work on the significant risks that we identified in the Trust's arrangements. In 

arriving at our conclusion, our main considerations were:

• the size of the Trust’s significant deficit compared to turnover and an increasing cumulative 

deficit;

• the absence of a recovery plan to return the Trust to break-even position due to the 

structural nature of the financial deficit and the inadequacy of the current funding 

arrangements. Trust has set a deficit budget of £17.3 million for 2019/20 after £18.0 million 

provider sustainability funding and financial recovery funding

• the Trust’s working capital position is funded through significant borrowing, with the 

expected borrowing in 2019/20 looking to exceed the Trust’s annual turnover. Under current 

arrangements the Trust will not be able to reduce this level of debt and is one of a few 

nationally to have a negative balance sheet

• the Trust’s high reliance on agency staff which has significant financial implications

• the Trust continues to fail to meet a number of key national targets such as the Accident 

and Emergency 4 Hour Wait and Referral to Treatment (RTT) waiting times.

Overall Value for Money conclusion

Because of the significance of the matters we identified in our work, we were not satisfied that 

the Trust put in place proper arrangements to secure economy, efficiency and effectiveness in 

its use of resources for the year ending 31 March 2019. However, we acknowledge that a 

significant element of the financial challenge facing the Trust is of a structural nature. The 

Trust’s overall scale, its geographical location (rurality and proximity to alternative NHS 

services), the financial impact of its PFI hospital and the balance between its elective and non-

elective capacity are factors that, in our opinion, will not be possible to address under current 

financial arrangements. 

We discussed findings arising from our work with management. Much has been done to 

mitigate this difficult position, including continued sharing of best practise and lessons between 

the ‘Foundation Group’ partners. The Board are continuing to actively seek alternative 

measures to address the Trust’s systematic lack of financial sustainability. 
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Value for Money Risks

Value for Money

Risks identified in our Audit 

Plan Commentary

Financial Sustainability

As at Month 9, the Trust is reporting a

cumulative deficit position of £27.6

million and the forecast outturn for

2018/19 has been revised to a deficit of

£35.4 million. The position indicates the

Trust will not achieve it’s control total for

2018/19 of £27.2 million deficit (pre

PSF). The reported positions at Month 9

are based on the Herefordshire CCG

contract being under payment by results

regime rather than the terms of the block

contract. The outcome of the contract

arbitration with Herefordshire CCG has

not yet been determined. If it is decided

that the contract is required to continue

as a block contract, there will be a

further significant deterioration in the

forecast position in excess of £8 million.

The Trust has submitted a Tariff Plus

case to NHS Improvement.

In 2018/19 Wye Valley NHS Trust had a control total set of £27.23 million deficit (pre PSF). The draft financial accounts reported a year

end deficit for 2018/19 of £42.22 million (after technical adjustments) resulting in the Trust failing to achieve it’s planned control total and

therefore not entitled to £4.42 million of performance related Provider Sustainability Funding (PSF) .

There are continued significant concerns regarding the Trust’s

financial sustainability going forward. The Trust’s cumulative

deficit now totals £152.7 million and the annual deficit as a

proportion of the Trust’s turnover is extremely high (21.8%).

The main drivers for this include

• the geographical constraints of the Trust

• a PFI scheme with high annual payments

• a relatively low volume of elective activity 

• having a low population density whilst offering a wide range of services

• reliance on high levels of borrowing - at 31 March 2019, the Trust had £129.8 million revenue loans and £17.5 million capital loans 

outstanding. 

The Trust has a negative balance sheet as at 31 March 2019 of £112.0 million, which has increased significantly from the previous year

and is likely to continue worsening year on year given the financial agenda set out above. In 2018/19 alone, the Trust’s outstanding DHSC

loans increased by £43.8 million and the Trust paid interest on DHSC loans in the year totalling £2.7 million.

Given the financial outlook of the Trust and the systematic lack of resource in the Herefordshire health economy, the Board has actively

considered alternative solutions including submitting a Tariff Plus application in September 2018. Given the proposed changes to the tariff

system going forward and the move towards blended tariffs, the Trust will not be able to pursue the Tariff Plus route further for 2018/19,

although this remains a future option for the Trust to consider going forward. The Trust has submitted a bid for a balance sheet reset

exercise to look to address the cash and borrowing position and is awaiting to hear further regarding this.

The Trust’s 2019/29 financial plan reflects the acceptance of a control total of £35.25million. If the Trust successfully achieve their planned

position they will be entitled to £18 million Provider Sustainability Funding and Financial Recovery Funding, bringing the planned deficit

position to £17.3 million. In order to secure the additional non-recurrent funding, the Trust has to deliver the planned financial trajectory

each quarter.

Year In year deficit 

£million

Cumulative deficit

£million

Deficit as a percentage 

of turnover

2016/17 37.2 52.8 20.9 %

2017/18 33.2 110.4 17.6 %

2018/19 42.5 152.7 21.8 %
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Value for Money Risks Continued

Value for Money

Risks identified in our Audit Plan Commentary

Financial Sustainability continued The Trust’s planned 2018/19 financial position was predicated on 

the achievement of £10.92 million Cost and Productivity Savings 

(CPIP). The Trust achieved 92% savings against the original 

plan, the highest level to date. The largest variances from target 

were within the Surgical and Medical Divisions and related to 

medical staffing and nursing programmes The 2019//20 plans 

include a CIP target of £6 million, with £1.41 million of this being 

unidentified at this stage. As in previous years, the largest 

savings relate to pay expenditure, specifically Medical

and Dental (£1.09 million)  and Nurses and Midwifes (£1.61 million), which were the main areas of slippage in 2018/19. 

The Trust should continue to monitor savings against targets closely throughout the year to identify any potential slippage at the earliest

opportunity. Furthermore, the Trust should continue to focus on developing and formalising the savings plans which are currently at the

‘in progress’ or ‘opportunity’ phase.

Although the Trust’s positive outcome on the achievement of planned CPIP schemes demonstrates a focus on reducing cost and

improving productivity in the year, a number of in year operational cost pressures arose within the Trust which led to the significant

deterioration from the planned outturn position. The most significant of these was in relation to the Herefordshire CCG contractual

dispute which accounted for £8.5 million of the overspend. We have undertaken a detailed review on this with our findings set out on

page 17.

The Trust’s operational plan was drafted in accordance with the national guidance and timetable and began following the publication of

the national planning guidance, the NHS Long Term Plan and wider publications including the announcement of CCG allocations, near-

final tariff prices and control totals. Activity and capacity plans were developed and initial contract discussions with the CCG identified a

gap between the proposed contract values of £18 million. External advice and mediation has been provided to the Trust and CCG and

a rules based response was provided for each of the issues which the Trust and CCG were disputing. At this stage the gap between

the two parties has been reducing but the contract has not been finalised or signed. In particular issues remain around RTT and

delivery of opthalmology service

Due to the Trust’s significant reliance on borrowing and increasing deficit position, along with the questions raised over the

future sustainability of the Trust under the current levels of funding available to the Trust, we have concluded that the

arrangements in place for financial sustainability are inadequate.



© 2019 Grant Thornton UK LLP  |  Annual Audit Letter  |  June 2019 13

Value for Money Risks Continued

Value for Money

Risks identified in our Audit Plan Commentary

Operational Performance

The Trust has a high reliance on the

use of agency staff with both medical

and nursing temporary staffing costs

running above the cap as at month 9.

The expenditure on agency staff at

month 9 totals £10.2 million which is

above the annual cap of £8.39 million.

The Trust is falling below its NHS

constitution targets for a number of

areas including referral to treatment (

RTT) and A&E performance.

The Trust’s latest CQC inspection took place in 2018/19 with an overall ‘requires

improvement’ rating given to the Trust, a continuation of the rating given at the

last inspection. The Trust is particularly proud of the ‘excellent’ rating achieved   

for services for children and young people within the Caring category.  A number of areas for improvement were raised by the CQC as ‘must 

do’ actions and for all of these action plans were in place to address the specific issues. The CQC’s use of resources review rated the Trust 

as ‘inadequate’.

The Trust has had some notable achievements and improvements in 2018/19 in relation to operational performance. The Trust’s mortality

rates have reduced in 2018/19 with the Trust moving from being within the ‘higher than expected’ banding to ‘as expected’ banding. The

latest SHMI (summary hospital-level mortality indicator) position as at October 2018 is 106.53, a significant improvement from the prior year.

The Trust is still failing to meet the standards for 4 hour emergency access and RTT standards. The direction of travel has been positive for

A&E with a 85.1% four-hour performance in March 2019, a significant increase on the March 2018 performance. A 7% improvement on RTT

over the year meant 80% of patients were treated within 18 week. However this is still below the operational standard of 92%.

Elective and outpatient activity have both increased year on year and figures reported in the month 12 board performance report and shown

below reflect this. Additional capital funding was received in year to open a 24 bedded Acute Medical Unit to help manage urgent care

pressures. The opening of the new ward has led to less cancellations of routine operations as previously other wards and units were being

used to elevate the emergency department pressures. This, along with other measures, enabled the Trust to maintain elective activity

throughout the winter period.

The Trust’s strategic partnership with South Warwickshire Foundation Trust has continued to support the improvement journey of the Trust

and the Foundation group model has expanded in the year to include George Eliot NHS Trust. The Trust senior leadership team has

remained stable during the year and opportunities to share best practise and learning between the partners within the Foundation Group

continue to be utilised. There are number of key project steams within the Foundation Group with the Trust leading on service improvement

and productivity. The Trusts objectives for 2019/20 cover four key areas: Quality improvement, integration, sustainability and workforce and

leadership.
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Value for Money Risks Continued

Value for Money

Risks identified in our Audit Plan Commentary

Operational Performance

The Trust has a high reliance on the

use of agency staff with both medical

and nursing temporary staffing costs

running above the cap as at month 9.

The expenditure on agency staff at

month 9 totals £10.2 million which is

above the annual cap of £8.39 million.

The Trust is falling below its NHS

constitution targets for a number of

areas including RTT and A&E

performance.

The Trust’s workforce strategy is a key focus for improving operational performance with workforce being a key strand of the Trust’s 10 point 

plan.  The overall agency spend in 2018/19 was £5.21 million above the agency ceiling cap of £8.39 million and therefore the high reliance on 

agency staff continues to cause significant financial pressures for the Trust. 

Although progress has been made in the year, notably a decrease in turnover from 13.0% to 11.6% and decrease in vacancies from 7.6% to 

6.8%, the high level of agency use required at the Trust continues to have significant financial implications. The trust should continue to 

harness collaborative working with other organisations to elevate the challenges faced by the trust in it’s medical staffing challenges. 

Within the Trust’s workforce and leadership objective for 2019/20 the two key areas for focus are

• delivering the workforce plan, recruiting and retaining more staff and ensuring that they are enabled to work at their full potential

• enhancing leadership potential through a joint foundation group approach to leadership and service improvement

Overall we are unable to conclude that the arrangements in place for operational performance are adequate in relation to 

workforce. Whilst we have identified improvements and progress, there is still further traction to be made to improve the overall 

position.   

Year Agency Ceiling Cap

£million

Agency Expenditure

£million

Agency as a proportion of 

staff bill

2016/17 9.76 16.54 14.9%

2017/18 9.76 14.87 12.8%

2018/19 8.39 13.6 9.9%
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Value for Money Risks Continued

Value for Money

Additional risk Identified Commentary

Working with Partners

We identified a further risk following on from

our risk assessment undertaken earlier in

the year in regard to working with partners

within the Herefordshire health economy.

Given the complexities of the contract

dispute with Hereford CCG and the

significance to the Trust’s financial position

in 2018/19 and going forward, we used an

auditor expert to support us on discharging

our value for money audit responsibilities in

the working with partners risk area.

The Trust and NHS Herefordshire CCG (the CCG) had an agreed two year contract at the start of 2017/18. In 2018/19 a variation to

the contract was agreed in the form of a Memorandum of Understanding (MoU) which committed both parties to a block agreement

and contract sum of £123m. This was agreed following mediation and intervention by NHS England and NHS Improvement. The

MoU was based on an overall activity plan but detailed contractual activity schedules and trajectories were not completed or agreed.

In particular, the Trust and the CCG did not agree elective activity and forecasts for RTT to deliver NHS planning requirements for

Referral to Treatment (RTT) waiting times. The MoU recognised a potential system deficit of £7m but lacked clarity on the process,

thresholds and plans for dealing with the deficit should it be realised. There were no agreed risk sharing arrangements for this

system deficit meaning that financial risk was borne entirely by the Trust.

The lack of an agreed elective activity and forecasts for RTT and concerns over the Trust’s RTT performance led to an independent

review by NHS Improvement’s Intensive Support Team (IST) in July 2018. The report highlighted errors in both the Trust’s and

CCG’s modelling and concluded that strained relationships caused by contractual disagreements were impacting on the patients of

Herefordshire. Revised activity models were agreed but the IST concluded that this would still not deliver the NHS national planning

guidance intentions for RTT. In August 2018 the Trust informed the CCG that it was reverting to a full PbR contract for the remainder

of 2018/19 and was no longer complying with the agreed contract MoU in order to support contract overperformance and deliver

required improvements in RTT required by the Care Quality Commission. The Trust billed the CCG accordingly for activity at

National Payment Tariff levels for the remainder of the financial year. The CCG challenged whether the Trust could unilaterally

withdraw from the MoU.

This dispute with the CCG was not resolved within the system and was escalated to the regulators in September 2018. For the

remainder of the 2018/19 financial year there was a misalignment between the Trust and CCG activity and financial plans of £8m.

There was a failure by the system to seek agreement, deliver cost out programmes and try to resolve these issues. The system

reverted to transactional contract management processes rather than following the principles agreed within the MoU of more

collaborative working. In February 2019 the regulators recommended resolution on the dispute via Expert Determination. There had

been no further exploration within the system or by regulators to resolve the issues within the system in the six months since the

dispute materialised. In April 2019, the Expert Determination concluded that Trust had not followed the correct contract process in

terminating the MoU and there was therefore no basis for the Trust could revert to a PbR contract for any part of 2018/19. This has

resulted in an additional £8 million financial issue for the Herefordshire health system. Due to the length of time to resolve disputed

issues and the lack of a detailed process and arrangements outlined within the MoU to deal with any system deficit, the balance is

included in the Trust’s 2018/19 financial deficit and led to a misalignment in balances between the Trust and CCGs draft accounts.

The Expert Determination also highlighted a number of failings and actions required to improve contracting relationships and

processes to avoid the need for independent resolution in the future.
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Value for Money Risks Continued

Value for Money

Additional risk Identified Commentary

Working with Partners

We identified a further risk following on from

our risk assessment undertaken earlier in the

year in regard to working with partners within

the Herefordshire health economy. Given the

complexities of the contract dispute with

Hereford CCG and the significance to the

Trust’s financial position in 2018/19 and

going forward, we used an auditor expert to

support us on discharging our value for

money audit responsibilities in the working

with partners risk area.

There has been some progress in understanding and agreeing baseline activity and costs through a supported mediation process but

at the time of drafting this report a contract had not been agreed and signed for 2019/20. At present there is a planning gap of £5.4m

between the Trust and the CCG and a continued misalignment in activity and financial plans. Despite recommendations made in the

IST report in July 2018, there continue to be differences on elective activity and access trajectories for RTT. The Trust and the CCG,

supported by regulators, need to work as a system to effectively plan and resolve contractual disputes and issues. Ongoing

disagreements demonstrate that weaknesses in joint working arrangements are continuing. This does not set a strong framework for

the development of health system working in Herefordshire for 2019/20 and beyond. There is a clear need to improve these

arrangements to enable senior management time to be focused on the improvement and development of the healthcare system to

benefit patients, rather than contractual disputes.

There is a clear steer nationally to establish integrated healthcare systems across STP footprints by 2021. As part of the development

of integrated healthcare systems there is an expectation that health bodies systems should be moving towards a 'system control total'

and health economies should deal with contractual issues.

Overall we considered that this contract dispute was evidence that partnership working between the Trust and the CCG was

in need of significant improvement. However, on balance, the fact that the Trust is engaged in other more positive

partnership working (with the CCG and others) and that this particular dispute was, in our opinion a ‘system-wide issue’,

meant that we accepted that it did not warrant qualification within our VFM conclusion. This evaluation did not change our

overall VFM conclusion, as the other grounds for qualification were sufficient for us to issue the adverse opinion referred to

earlier. The Trust and the CCG should focus on resolving operational performance and financial issues more collaboratively

to the benefit of the patients in Herefordshire
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Quality Accounts 

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:

• Percentage of patients risk-assessed for Venous Thromboembolism (VTE)

• 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 a qualified conclusion on the Trust’s Quality Account on 28 May 

2019 due to issues identified within the VTE data indicator. 
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A. Reports issued and fees

We confirm below our final reports issued and fees charged for the audit.

Fees

Planned

£

Actual fees 

£

2016/17 fees

£

Statutory audit 55,000 63,000* 55,000

Quality accounts 8,000 8,000 8,000

Charitable fund limited assurance 

audit

800 800 800

Total fees 63,800 71,800 63,800

*We will require additional fee of £8,000 for consideration of the additional VFM risk 

regarding partnership working with NHS Herefordshire. This will be agreed with the 

Director of Finance and Those Charged with Governance before billing. 

Reports issued

Report Date issued

Audit Plan January 2019

Audit Findings Report May 2019

Annual Audit Letter June 2019

Fees for non-audit services

Service Fees £

Audit related services 

- None 

Nil

Non-Audit related services

- 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 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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