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Purpose 

The objective of this report is to summarise the work of the External Auditor in 
2014/15 

 

Receive  

Approve  
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Quality People Partnership Resources 

    

Executive Summary  

The Annual Audit Letter summarises the work of Grant Thornton for 2014/15 and covers: 

 The opinion on the Trust's financial statements for the year ended 31 March 2015 

 The VFM Conclusion for the year 

 The work on the Trust's Quality Accounts  

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 and approve 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 

for the year ended 31 March 2015:

• auditing the accounts (Section two); and 

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

effectiveness in its use of resources (Section three). 

The 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 on the accounts and 

arrangements for securing economy, efficiency and effectiveness in its use of 

resources to those charged with governance in the Audit Findings Report on 1 

June 2015  prior to issuing our opinion. 

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 

issued on 20 March 2015 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 2014/15 are as 

follows:

• an unqualified opinion on the accounts which give a true and fair view of the 

Trust's financial position as at 31 March 2015 and the Trust's income and 

expenditure for the year.

• a qualified, except for opinion in respect of the Trust's arrangements for the 

Value for Money conclusion. The issues related to  the Trust's arrangements 

for securing financial resilience and related to elements of the Trust's 

financial control and strategic financial planning. 
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Key areas for Trust attention

We highlighted in our 2013/14 Annual Audit Letter that 2014/15  would be a 

challenging year for the Trust as it continued to address saving's plans, increased 

demand and general capacity problems across the Cornwall care economy. 

The Trust  was unable to meet its initial budgeted surplus of £3.9m and started to 

forecast a deficit from August 2014 onwards.   The trust received cash support to 

enable a sustainable working capital position to the end of March 2015 and was 

also able to agree the restructuring of its historical debt loan. 

At the year ended 31 March 2015, the Trust reported a deficit of £6.9m and as a 

result, breached its year end statutory breakeven duty. 

The Trust  complied with the Capital Resource and External Finance Limits as 

prescribed by the DoH.

The Trust did not achieve  its Cost Improvement Plan in full in 2014/15 with a 

shortfall of £4.3m being reported at year end. The Trust continued to work 

towards a robust medium term financial plan with the Trust Development 

Authority  (TDA)  in 2014/15 and continue to face a challenging year in 2015/16. 

In common with much of the sector, the Trust faces a challenging year to 

deliver its current savings target as well as manage service demand and delivery. 

The Trust's accounts were produced to the deadline and to a good standard 

with a small number of amendments being required to improve presentation 

and ensure compliance with the requirements of the Manual for Accounts. 

Further disclosures were also added to enhance the details in relation to the 

change in valuation methodology for land and buildings and the going concern 

of the Trust. 

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 during our audit by the Trust's staff.

Grant Thornton UK LLP

July 2015

Executive summary (continued)
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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 Trust presented us with draft accounts in accordance with the national 

deadline. Good working papers were made available from the start of the audit 

fieldwork.  

A small number of amendments were identified during the course of the audit 

to improve disclosure and compliance with the 2014/15 Manual For Accounts 

as directed by the Department of Health. Further disclosures were added to 

explain the methodology for valuing land and buildings owned by the Trust and 

management's analysis of the Trust continuing as a going concern. 

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 1 June 2015 and 

summarise only the key messages in this Letter.

We issued an unqualified  opinion, on the Trust's 2014/15 accounts on 1 

June 2015, 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.
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Financial performance 2014/15

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

below:

Target Actual Met?

Surplus/ (deficit) £3.9m surplus £6.9m deficit No

Capital cost absorption 

rate

3.5% 3.5% Yes

Capital resource limit £19.926 £19.167 Yes

External finance limit £16.998 £13.544 Yes

The Trust has not achieved its Cost Improvement Plan in full in 2014/15 with a 

shortfall of £4.3m. The original plan  for 2014/15 was to achieve £14m worth 

of savings in year. 

Looking forward

The Trust continue to work on financial plans across the medium term. The 

Trust have agreed a deficit outturn for 2015/16 of £5.5m with the TDA. 

The Trust face significant financial pressures over the medium term and 

continue to work towards achieving financial balance from 2017/18. This 

will need to be delivered alongside the wider changes facing the Cornwall 

health and social care sector over the next two years. Both opportunities 

and risks arise with the prospect of devolution for Cornwall, subsuming the 

business of Penninsular Healthcare which will not renew its contract at the 

end of the 2015/16 financial year and, possible merger with Cornwall 

Partnership NHS Foundation Trust. 
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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 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.

We provided a qualified, expect for conclusion on the Trusts arrangements to 

secure value for money for the year ended 31 March 2015. The except for 

conclusion was in relation to financial control, performance indicators and 

financial planning. 

Financial controls: The Trust did not deliver on the forecast surplus of £3.9m 

or meet the CIP target of £14m during the year. The Trust started to forecast a 

deficit from August 2014. The Trust continue to be in discussion with the TDA 

with regards to refining a formal 3 year recovery plan. 

Key indicators of financial performance: The Trust have prepared a budget 

for 2015-16 forecasting a deficit of £5.5million. The budget assumes the Trust 

will receive cash support in the form of an interim revolving working capital 

loan totalling £5.7million. The Trust entered into a revolving loan facility with 

the DH in April 2015 to provide a facility of £8.9million.

Strategic financial planning: The Trust have identified a minimum of £15m 

savings required to be delivered as part of the financial plan for 2015-16 and 

have engaged additional support to assist with developing saving plans. 

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 issued a qualified, except for 

conclusion on 1 June 2015.
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Fees for audit services

Per Audit plan

£

Actual fees 

£

Trust audit 96,900 96,900

Total audit fees 96,900 96,900

Appendix A:  Reports issued and fees

We confirm below our final fees charged for the audit and non-audit services.

Fees for other services

Service Fees £

Non Audit related services

Review of the Quality Account 2014/15 10,000

Reports issued

Report Date issued

Audit Plan 16 March 2015

Audit Findings Report 1 June 2015

Annual Audit Letter 23 July 2015
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