INDEPENDENT AUDITOR’S REPORT TO THE BOARD OF DIRECTORS OF
DARTFORD AND GRAVESHAM NHS TRUST

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS
Opinion

We have audited the financial statements of Dartford and Gravesham NHS Trust (“the Trust”)
for the year ended 31 March 2020 which comprise the Statement of Comprehensive Income,
Statement of Financial Position, Statement of Changes in Equity and Statement of Cash Flows,
and the related notes, including the accounting policies in note 1.

In our opinion the financial statements:

e (give a true and fair view of the state of the Trust's affairs as at 31 March 2020 and of its
income and expenditure for the year then ended; and

e have been properly prepared in accordance with the accounting policies directed by the
Secretary of State with the consent of the Treasury as being relevant to NHS Trusts in
England and included in the Department of Health and Social Care Group Accounting
Manual 2019/20.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs
(UK)") and applicable law. Our responsibilities are described below. We have fulfilled our
ethical responsibilities under, and are independent of the Trust in accordance with, UK ethical
requirements including the FRC Ethical Standard. We believe that the audit evidence we have
obtained is a sufficient and appropriate basis for our opinion.

Going concern

The Directors have prepared the financial statements on the going concern basis as they have
not been informed by the relevant national body of the intention to dissolve the Trust without
the transfer of its services to another public sector entity. They have also concluded that there
are no material uncertainties that could have cast significant doubt over its ability to continue
as a going concern for at least a year from the date of approval of the financial statements (“the
going concern period”).

We are required to report to you if we have concluded that the use of the going concern basis
of accounting is inappropriate or there is an undisclosed material uncertainty that may cast
significant doubt over the use of that basis for a period of at least a year from the date of
approval of the financial statements. In our evaluation of the Director's conclusions we
considered the inherent risks to the Trust's operations and analysed how these risks might
affect the Trust's financial resources, or ability to continue its operations over the going concern
period. We have nothing to report in these respects.

However, as we cannot predict all future events or conditions and as subsequent events may
result in outcomes that are inconsistent with judgements that were reasonable at the time they
were made, the absence of reference to a material uncertainty in this auditor's report is not a
guarantee that the Trust will continue in operation.

Other information in the Annual Report

The Accountable Officer is responsible for the other information presented in the Annual Report
together with the financial statements. Our opinion on the financial statements does not cover
the other information and, accordingly, we do not express an audit opinion or, except as
explicitly stated below, any form of assurance conclusion thereon.

Our responsibility is to read the other information and, in doing so, consider whether, based on
our financial statements audit work, the information therein is materially misstated or
inconsistent with the financial statements or our audit knowledge. Based solely on that work
we have not identified material misstatements in the other information. In our opinion the other
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information included in the Annual Report for the financial year is consistent with the financial
statements.

Annual Governance Statement

We are required to report to you if the Annual Governance Statement has not been prepared
in accordance with the requirements of the Department of Health and Social Care Group
Accounting Manual 2019/20. We have nothing to report in this respect.

Remuneration and Staff Report

In our opinion the parts of the Remuneration and Staff Report subject to audit have been
properly prepared in accordance with the Department of Health and Social Care Group
Accounting Manual 2019/20.

Directors’ and Accountable Officer’'s responsibilities

As explained more fully in the statement set out on page 51, the directors are responsible for
the preparation of financial statements that give a true and fair view. They are also responsible
for: such internal control as they determine is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error; assessing
the Trust’s ability to continue as a going concern, disclosing, as applicable, matters related to
going concern; and using the going concern basis of accounting unless they have been
informed by the relevant national body of the intention to dissolve the Trust without the transfer
of its services to another public sector entity. As explained more fully in the statement of the
Chief Executive's responsibilities, as the Accountable Officer of the Trust, on Page 26 the
Accountable Officer is responsible for ensuring that annual statutory accounts are prepared in
a format directed by the Secretary of State.

Auditor’s responsibilities

Our objectives are to obtain reasonable assurance about whether the financial statements as
a whole are free from material misstatement, whether due to fraud or error, and to issue our
opinion in an auditor’s report. Reasonable assurance is a high level of assurance, but does not
guarantee that an audit conducted in accordance with ISAs (UK) will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of the financial statements.

A fuller description of our responsibilities is provided on the FRC’'s website at
www.frc.org.uk/auditorsresponsibilities.

REPORT ON OTHER LEGAL AND REGULATORY MATTERS

Report on the Trust’s arrangements for securing economy, efficiency and effectiveness
in its use of resources

Under the Code of Audit Practice we are required to report to you if the Trust has not made
proper arrangements for securing economy, efficiency and effectiveness in its use of resources.

Qualified conclusion

Subject to the matters outlined in the basis for qualified conclusion paragraph below we are
satisfied that in all significant respects Dartford and Gravesham NHS Trust put in place proper
arrangements for securing economy, efficiency and effectiveness in the use of resources for
the year ended 31 March 2020.

Basis for qualified conclusion

NHS Trusts have a statutory requirement to break even over a three year period beginning the
year after the cumulative deficit position arises. The Trust had received an extension of the
measurement period for its break even duty from three to five years. The Trust’'s reported
financial performance in 2019/20 was an adjusted surplus against the break-even requirement
of £2.4 million at the year end. At 31 March 2020 the Trust had recorded a cumulative deficit of
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£26.7 million. As this was the fifth year of recording a cumulative deficit the Trust has not
achieved the break even duty.

During the year the Trust has drawn down net borrowings of £1.6 million in order to support it
in managing its working capital obligations. In advance of the suspension of the NHS
Operational Planning Process for 2020/21 the Trust had been set a control total by NHS
Improvement of a £10.2 million deficit, achievement of which would mean the Trust qualified
for Financial Recovery Funding and Provider Sustainability Funding. Based on the financial
planning completed up to 31 March 2020 the Trust had anticipated it would not be able to
achieve the control total set. The planning performed identified a shortfall in savings required
across the partners within the local health system in order for it to achieve financial balance.

In its planning submission to NHS Improvement in March 2020 the Trust forecast achieving a
£15.2 million deficit in 2020/21 and requiring revenue support of £15 million to support its
working capital balances.

The requirements for borrowing during the year, non-compliance with the breakeven duty and
the forecast deficit for 2020/21, mean that there we were unable to verify there were sufficient
arrangements in place to ensure financial resilience.

Respective responsibilities in respect of our review of arrangements for securing
economy, efficiency and effectiveness in the use of resources

As explained in the statement set out on page 26, the Chief Executive, as the Accountable
Officer, is responsible for ensuring that value for money is achieved from the resources
available to the Trust. We are required under section 21(3)(c), as amended by schedule 13
paragraph 10(a), of the Local Audit and Accountability Act 2014 to be satisfied that the Trust
has made proper arrangements for securing economy, efficiency and effectiveness in its use
of resources.

We are not required to consider, nor have we considered, whether all aspects of the Trust's
arrangements for securing economy, efficiency and effectiveness in the use of resources are
operating effectively.

We have undertaken our review in accordance with the Code of Audit Practice, having regard
to the specified criterion issued by the Comptroller and Auditor General (C&AG) in December
2019 and updated in April 2020 as to whether the Trust had proper arrangements to ensure it
took properly informed decisions and deployed resources to achieve planned and sustainable
outcomes for taxpayers and local people. We planned our work in accordance with the Code
of Audit Practice and related guidance. Based on our risk assessment, we undertook such
work as we considered necessary.

Statutory reporting matters

We are required by Schedule 2 to the Code of Audit Practice issued by the Comptroller and
Auditor General (‘the Code of Audit Practice’) to report to you if:

e we issue areport in the public interest under section 24 of the Local Audit and Accountability
Act 2014; or

e we make a written recommendation to the Trust under section 24 of the Local Audit and
Accountability Act 2014.

We have nothing to report in these respects
Other matters on which we report by exception — referral to Secretary of State

We have a duty under the Local Audit and Accountability Act 2014 to refer the matter to the
Secretary of State if we have reason to believe that the Trust, or an officer of the Trust, is about
to make, or has made, a decision which involves or would involve the body incurring unlawful
expenditure, or is about to take, or has begun to take a course of action which, if followed to its
conclusion, would be unlawful and likely to cause a loss or deficiency.

On 14 May 2020 we wrote to the Secretary of State in accordance with Section 30(1)(a) of the
Local Audit and Accountability Act 2014 in respect of the Trust’s breach of its “breakeven duty”

56



as set out in paragraph 2(1) of Schedule 5 of the National Health Service Act 2006 and taking
into account the Department of Health and Social Care’s Guidance on Breakeven Duty and
Provisions. At the date of our referral the Trust’s reported financial position was a cumulative
deficit of £26.7 million.

THE PURPOSE OF OUR AUDIT WORK AND TO WHOM WE OWE OUR
RESPONSIBILITIES

This report is made solely to the Board of Directors of Dartford and Gravesham NHS Trust, as
a body, in accordance with Part 5 of the Local Audit and Accountability Act 2014. Our audit
work has been undertaken so that we might state to the Board of the Trust, as a body, those
matters we are required to state to them in an auditor’s report and for no other purpose. To the
fullest extent permitted by law, we do not accept or assume responsibility to anyone other than
the Board of the Trust, as a body, for our audit work, for this report or for the opinions we have
formed.

CERTIFICATE OF COMPLETION OF THE AUDIT

We certify that we have completed the audit of the accounts of Dartford and Gravesham NHS
Trust for the year ended 31 March 2020 in accordance with the requirements of the Local Audit
and Accountability Act 2014 and the Code of Audit Practice.

Al Ndens”™

Fleur Nieboer

for and on behalf of KPMG LLP
Chartered Accountants

15 Canada Square, London, E14 5GL

23 June 2020
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