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Purpose 

The objective of this report is to summarise the work of the External Auditor in 
2013/14. 
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Executive Summary  

The Annual Audit Letter summarises the work of Grant Thornton for 2013/14 and covers: 

 The opinion on the Trust's financial statements for the year ended 31 March 2014 

 The VFM Conclusion for the year 

 The work on the Trust's Quality Accounts  

There are "no surprises" in the Annual Audit Letter as the findings have previously been reported 
to the Trust at various stages.  

The only issue raised is the qualification of the Quality Accounts which has been previously 
reported.  

This is a publicly available document and, in due course, will be made available on the Audit 
Commission's website.  

Key Recommendations 

There are no recommendations within the Annual Audit Letter. 

The Trust Board are asked to note the contents of this report. 

Assurance Framework 

The report provides information on the key risks and current level of assurance in meeting the 
Trust’s objectives. 
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Next Steps 

The Trust will publish the report on its website, as will the Audit Commission. 
 

 
Corporate Impact Assessment 

CQC Regulations Covers all CQC outcomes. 

Financial Implications None. 

Legal Implications None. 

Equality & Diversity None. 

Workforce and Staffing None. 

Performance Management  None.  

Communication  None. 

 
Acronyms / Terms used in Report  
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Executive summary

Purpose of this Letter
Our Annual Audit Letter ('Letter') summarises the key findings arising from the 

following work that we have carried out at Royal Cornwall Hospitals NHS Trust 

('the Trust') for the year ended 31 March 2014:

• auditing the 2013/14 accounts (Section two);

• the National Audit Office (NAO) consolidation opinion. (Section two);

• assessing the Trust's arrangements for securing economy, efficiency and 

effectiveness in its use of resources (Section three); and

• auditing the Quality Account; and (Section four).

This Letter is intended to communicate key messages to the Trust and external 

stakeholders, including members of the public.

We reported the detailed findings from our audit work to those charged with 

governance (the Audit Committee) in the Audit Findings Report on 3 June 2014.

Responsibilities of the external auditors and the Trust

This Letter has been prepared in the context of the Statement of Responsibilities 

of Auditors and Audited Bodies issued by the Audit Commission (www.audit-

commission.gov.uk).

The Trust is responsible for preparing and publishing its financial statements, 

accompanied by an Annual Governance Statement. It is also responsible for 

putting in place proper arrangements to secure economy, efficiency and 

effectiveness in its use of resources (Value for Money).

Our annual work programme, which includes nationally prescribed and locally 

determined work, has been undertaken in accordance with our Audit Plan as 

issued on 3 March 2014 and was conducted in accordance with the Audit 

Commission's Code of Audit Practice ('the Code'), International Standards on 

Auditing (UK and Ireland) and other guidance issued by the Audit Commission.

Audit conclusions

The audit conclusions which we have provided in relation to 2013/14 are as 

follows:

• we issued an unqualified opinion on the accounts which give a true and fair 

view of the Trust's financial position as at 31 March 2014 and its income and 

expenditure for the year.

• we issued an unqualified conclusion in respect of the Trust's arrangements 

for securing economy, efficiency and effectiveness in its use of resources.

• we issued a group assurance certificate, to the National Audit Office, in 

respect of Whole of Government Accounts which did not identify any issues 

for the group auditor to consider.; and

• we issued a qualified opinion on the Trust's Quality Account in relation to 

the indicators that had been tested a part of the audit work.
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Key areas for Trust attention

We highlighted in our 2012/13 Annual Audit Letter that 2013/14 would continue 

to be a challenging year for the Trust as it continues to develop improvements in 

patient care and its relationship with the newly formed Kernow Clinical 

Commissioning Group (the CCG).

Over the last year, the Trust has continued to strive towards improved quality of 

care, sustainable financial balances and, ultimately, Foundation Trust status. The 

Trust’s three year business plan for 2013/14 through to 2015/16 is in place and 

continues to focus on the four key strategic objectives involving quality, people, 

partnership and resources. The operational plan has been prepared on a two year 

basis. 

The level of activity continued to produce challenges for the Trust, particularly in 

A&E, which was well above planned levels. The block contract arrangement 

agreed with the CCG meant that £5m of this activity delivered above plan was 

not funded despite the need for additional staffing, with costs of around £1m per 

month.  The Trust did achieve the £14m CIP target, but not all of the plans were 

delivered as expected and the Trust needed to restrict some of its investments in 

order to achieve the savings required. 

The Trust remains at an "unconditional" status with the CQC. The  inspection by 

CQC in January 2014,  resulted in a "requires improvement" rating for medical and 

surgery divisions. A detailed action plan is in place and the Trust is making good 

progress to ensure it implements the improvements required in line with the 

agreed timescales at the end of September 2014.

Further changes continue to take place within  health and social, with the 

introduction of the Better Care Fund and integrated social care. Cornwall, as a 

whole, are applying for Pioneer status in 2015 as part of this initiative. This in 

itself, will present opportunities as well as further challenges to ensure that 

integrated care is  managed  effectively across all partner organisations.

The Trust's accounts were produced in accordance with the statutory deadline 

and were to a good standard. A small number of amendments were required. 

The most significant change related to an enhanced disclosure note on the 

historical working capital loan advanced from the DoH and adjustments to 

include upward revaluations of property assets. Amendments were also made to 

ensure that disclosures reflect accounting requirements and fully reflect the 

Trust's expanded asset base.

The Trust met all of its statutory financial duties for 2013/14, achieving the 

planned  surplus of £3.9m, after adjusting for impairments. The Trust also 

complied  with the Capital Resource and External Finance Limits prescribed by 

the DoH.

Acknowledgements

This Letter has been agreed with the Director of Finance.

We would like to record our appreciation for the assistance and co-operation

provided to us by Trust staff during the course of our audit in 2013/14.

Grant Thornton UK LLP

18 July 2014
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Audit of  the accounts

Audit of the accounts

The key findings of our audit of the accounts are summarised below:

Preparation of the accounts

The draft accounts submitted for audit, were to a very good standard;

a comprehensive set of working papers were provided to us on the first day of 

the audit and were of a high standard; and throughout the audit we received 

cooperation from all members of the Finance team and prompt responses to 

our audit queries.

Issues arising from the audit of the accounts

Minor amendments were made to the disclosure notes for sickness absence and  

employee costs. 

The Acting Director of Finance provided an enhanced disclosure note relating 

to the Going Concern of the Trust. The disclosure focused upon management's 

consideration of the impact on the Trust's finances should the Department of 

Health request repayment of the current working capital loan at the end of the 

borrowing period  i.e. 31 March 2015.

The Remuneration Report was amended to ensure that it complied with the 

latest Department of Health guidance and to ensure that all associated costs and 

benefits for those staff disclosed were in the correct pay, pensions and expenses 

bandings. 

Whole of Government Accounts

Our work on the Whole of Government Accounts submission, did not 

identify any matter that required reporting to the National Audit Office.

Annual Governance Statement and Annual Report

Conclusion

Prior to giving our opinion on the accounts, we are required to report 

significant matters arising from the audit to 'those charged with governance' 

(defined as the Audit and Assurance Committee at the Trust). We presented 

our report to the Audit and Assurance Committee on 2 June 2014: 

• We issued an unqualified opinion on the Trust's 2013/14 accounts on 3 

June 2014, meeting the deadline set by the Department of Health (DH).  

Our opinion confirms that the accounts give a true and fair view of the 

Trust's financial affairs and of the income and expenditure recorded by 

the Trust. 

• We issued an unqualified opinion on the Trust's  arrangements to secure 

Value for Money for the year ended 31 March 2014.

• We issued a group assurance certificate, to the National Audit Office, in 

respect of Whole of Government Accounts which did not identify any 

issues for the group auditor to consider
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Financial performance 2013/14

The Trust's Performance against its financial targets is set out in the table 

below:

Target Actual Met?

Surplus/ (deficit) £3.9m surplus £3.9m surplus Yes

Capital cost absorption 

rate

3.5% 3.5% Yes

Capital resource limit £16.96m £16,66m Yes

External finance limit £762k £712k Yes

• The Trust achieved a surplus of £3.9m as planned. 

• The Trust has underspent its capital resource limit.

Looking forward

The Trust' is committed to the improvement of patient care and increased 

quality of services. In 2014/15 the Trust will invest a further £21m to make 

these services more effective and efficient. The Clinical Site Development 

Plan has already prioritised the redesign of the maternity and neonatal 

departments. Further borrowing will be required to support some of these 

initiatives. 

Alongside this, the Trust has a savings target of £14m in 2014/15 and aims 

to achieve a £3.9m surplus.  The Trust has agreed funding of £231m as part 

of the contract with its main commissioner. Whilst this is an improvement 

on the previous income level, the financial position is reliant upon many 

factors including increased partnership arrangements so that patient care can 

be provided through early intervention with less reliance upon Accident and 

Emergency resources. 

The Trust Board are fully committed to the improvement of quality and the 

Trust are progress well towards its action plan following the CQC 

inspection earlier in the year. The forthcoming year will be a challenge, and 

this is recognised not only at the Trust itself, but across the wider health and 

social care economies, where further integration of services will become 

crucial for delivery and efficiencies.  
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Value for Money 

Value for Money conclusion

The Code describes the Trust's responsibilities to put in place proper arrangements 

to:

• secure economy, efficiency and effectiveness in its use of resources

• ensure proper stewardship and governance

• review regularly the adequacy and effectiveness of these arrangements.

We are required to give our VfM conclusion based on the following two criteria 

specified by the Audit Commission which support our reporting responsibilities 

under the Code:

The Trust has proper arrangements in place for securing financial 

resilience. The Trust has robust systems and processes to manage effectively 

financial risks and opportunities, and to secure a stable financial position that 

enables it to continue to operate for the foreseeable future.

The Trust has proper arrangements for challenging how it secures 

economy, efficiency and effectiveness. The Trust is prioritising its resources 

within tighter budgets, for example by achieving cost reductions and by improving 

efficiency and productivity.

Key findings

Securing financial resilience

We have undertaken a detailed review which considered the Trust's arrangements 

against the three expected characteristics of proper arrangements as defined by the 

Audit Commission:

• Financial governance

• Financial planning 

• Financial control.

Our work highlighted that the Trust has proper arrangements for securing 

financial resilience. The following points were reported;

• 2013/14 was a further year of challenge for the Trust as it continued to strive 

towards improved quality of care, sustainable financial balance and 

ultimately, Foundation Trust status. The Trust’s three year business plan for 

2013/14 through to 2015/16 is in place and focus continues on the four key 

strategic objectives involving quality, people, partnership and resources. The 

operational plan has been prepared on a two year basis. The arrangements in 

place are sound, however the Trust acknowledges the challenges ahead and 

are currently reviewing the medium term revenue and capital plans.

• The level of activity continued to produce challenges for the Trust, 

particularly in A&E, which was well above planned levels. Because of the 

block contract agreement, £5m of additional activity was not funded and the 

detrimental financial impact was further compounded by the need to fund 

additional staffing costs of around £1m per month.

• The Trust did achieve the £14m CIP target but not as planned and instead 

needed  to rely reduce its investments in order to achieve the savings 

required.
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Value for Money (contd).

Challenging economy, efficiency and effectiveness

We have reviewed whether the Trust has prioritised its resources to take account 

of the tighter constraints it is required to operate within and whether it has 

achieved cost reductions and improved productivity and efficiencies.

Our work highlighted  that the Trust has proper arrangements for challenging 

economy, efficiency and effectiveness

Overall VfM conclusion

On the basis of our work, and having regard to the guidance on the specified 

criteria published by the Audit Commission, we are satisfied that in all significant 

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

and effectiveness in its use of resources for the year ending 31 March 2014

.
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Introduction

For 2013/14 the Trust is required to obtain external audit assurance on its 

Quality Account. In order to provide this assurance we have undertaken limited 

assurance procedures in accordance with guidance issued by the Audit 

Commission to assess whether:

• the Quality Account is prepared in all material respects in line with the criteria 
set out in the Regulations

• the Quality Account is consistent in all material respects with the sources 
specified in the NHS Quality Accounts Auditor Guidance 2013/14 issued by the 
Audit Commission ('the Guidance')

• the indicators in the Quality Account identified as having been the subject of 
limited assurance, are reasonably stated in all material respects in accordance 
with the Regulations and the six dimensions of data quality set out in the 
Guidance.

Key findings

We provided the Trust with a report setting out the detailed findings of our work 

on 27 June 2014. The key matters arising from our work are:

• the Quality Account was prepared in all material respects in line with the 

criteria set out in the Regulations; and 

• the Quality Account was consistent with the sources specified  in the NHS 

Quality Accounts Auditor Guidance 2013/14 issued by the Audit Commission.

Quality Account

Conclusions

In 2013/14 there were a limited number of indicators that were subject to 

audit. 

We provided a qualified limited assurance opinion on the Trust's Quality 

Account once our testing of indicators had been completed. Testing of 

indicators or an audit opinion on the Quality Account will no longer be a 

requirement from 2014/15 onwards.
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Fees

Per Audit plan
£

Actual fees 
£

Trust audit 106,900 106,900

Total audit fees 106,900 106,900

Appendix A:  Reports issued and fees

We confirm below our final fees charged for the audit. There were no fees for the provision of non audit services.

Fees for other services

Service Fees £

None Nil

Reports issued

Report Date issued

Audit Plan including results of our interim review. 3 March 2014

Audit Findings Report. 2 June 2014.

VfM – Financial Resilience Report. 2 June 2014.

Annual Audit Letter. July 2014.
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