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Introduction

Purpose of the Auditor’s Annual Report 
Our Auditor’s Annual Report (AAR) summarises the work we have undertaken as the auditor for Hull University Teaching Hospitals NHS Trust (“the Trust”) for the year ended 31 March 2026. Although this 
report is addressed to the Trust, it is designed to be read by a wider audience including members of the public and other external stakeholders.  

Our responsibilities are defined by the Local Audit and Accountability Act 2014 and the Code of Audit Practice (‘the Code’) issued by the National Audit Office (‘the NAO’).  The remaining sections of the 
AAR outline how we have discharged these responsibilities and the findings from our work.  These are summarised below.

Value for Money arrangements 
In our audit report we reported that we were not satisfied arrangements were in place for the Trust to secure economy, efficiency and effectiveness in its use of resources, this is because we 
issued recommendations in relation to significant weaknesses in those arrangements. Section 3 provides our commentary on the Trust’s arrangements and a summary of our 
recommendations and the weaknesses identified. 

Opinion on the financial statements
We issued our audit report on 23 June 2026. Our opinion on the financial statements was unqualified

Reporting to the group auditor
In line with group audit instructions issued by the NAO, on 23 June 2026 we reported that the Trust’s consolidation schedules were consistent with the audited financial statements. However, 
at the point of signing the audit report we will not have received confirmation from the NAO that the group audit (Department of Health & Social Care for NHS and Whole of Government 
Accounts for non-NHS) has been certified. Consequently, the NAO will not have confirmed  they require no further work to be undertaken meaning we cannot confirm  we have discharged our 
duties in relation to consolidation returns under paragraph 2.11 of the Code. This means the Audit Certificate will remain open until confirmation from the NAO is obtained. 
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Audit of the financial statements 

Our audit of the financial statements
Our audit was conducted in accordance with the requirements of the Code, and International 
Standards on Auditing (ISAs).  The purpose of our audit is to provide reasonable assurance to users 
that the financial statements are free from material error.  We do this by expressing an opinion on 
whether the statements are prepared, in all material respects, in line with the financial reporting 
framework applicable to the Trust and whether they give a true and fair view of the Trust’s financial 
position as at 31 March 2026 and of its financial performance for the year then ended.  Our audit 
report, issued on 23 June 2026 gave an unqualified opinion on the financial statements for the year 
ended 31 March 2026.  

A summary of the significant risks we identified when undertaking our audit of the financial 
statements and the conclusions we reached on each of these is outlined in Appendix A. In this 
appendix we also outline the uncorrected misstatements we identified and any internal control 
recommendations we made.

Other reporting responsibilities

Reporting 
responsibility

Outcome

Annual Report
We did not identify any material misstatements or significant inconsistencies 
between the content of the annual report, the financial statements and our 
knowledge of the Trust.

Annual 
Governance 
Statement

We did not identify matters where, in our opinion, the Governance Statement did 
not comply with the guidance issued by NHS England. We also did not identify 
any matters where, in our opinion, the Governance Statement is misleading or is 
not consistent with our knowledge of the Trust and other information of which we 
are aware from our audit of the financial statements. 

Remuneration and 
Staff Report

We report that the parts of the Remuneration and Staff Report subject to audit 
have been properly prepared in accordance with the National Health Service Act 
2006. 
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VFM arrangements – Overall summary

Approach to Value for Money arrangements work 
We are required to consider whether the Trust has made proper arrangements for securing economy, 
efficiency and effectiveness in its use of resources.  The NAO issues guidance to auditors that underpins the 
work we are required to carry out and sets out the reporting criteria that we are required to consider. The 
reporting criteria are:

Financial sustainability - How the Trust plans and manages its resources to ensure it can continue 
to deliver its services.

Governance - How the Trust ensures that it makes informed decisions and properly manages its 
risks.

Improving economy, efficiency and effectiveness - How the Trust uses information about its costs 
and performance to improve the way it manages and delivers its services.

Our work is carried out in three main phases.

Phase 1 - Planning and risk assessment 
At the planning stage of the audit, we undertake work so we can understand the arrangements that the Trust 
has in place under each of the reporting criteria; as part of this work we may identify risks of significant 
weaknesses in those arrangements.  

We obtain our understanding or arrangements for each of the specified reporting criteria using a variety of 
information sources which may include:

• NAO guidance and supporting information

• Information from internal and external sources including regulators

• Knowledge from previous audits and other audit work undertaken in the year

• Interviews and discussions with staff and directors

Although we describe this work as planning work, we keep our understanding of arrangements under review 

and update our risk assessment throughout the audit to reflect emerging issues that may suggest there are 
further risks of significant weaknesses.

Phase 2 - Additional risk-based procedures and evaluation
Where we identify risks of significant weaknesses in arrangements, we design a programme of work to enable 
us to decide whether there are actual significant weaknesses in arrangements. We use our professional 
judgement and have regard to guidance issued by the NAO in determining the extent to which an identified 
weakness is significant. 

We outline the risks that we have identified and the work we have done to address those risks on page 22. 

Phase 3 - Reporting the outcomes of our work and our recommendations
We are required to provide a summary of the work we have undertaken and the judgments we have reached 
against each of the specified reporting criteria in this Auditor’s Annual Report.  We do this as part of our 
Commentary on VFM arrangements which we set out for each criteria later in this section.

We also make recommendations where we identify weaknesses in arrangements or other matters that require 
attention from the Trust.  We refer to two distinct types of recommendation through the remainder of this 
report:  

• Recommendations arising from significant weaknesses in arrangements - We make these 
recommendations for improvement where we have identified a significant weakness in the Trust 
arrangements for securing economy, efficiency and effectiveness in its use of resources.  Where such 
significant weaknesses in arrangements are identified, we report these (and our associated 
recommendations) at any point during the course of the audit.  

• Other recommendations - We make other recommendations when we identify areas for potential 
improvement or weaknesses in arrangements which we do not consider to be significant but which still 
require action to be taken.

The table on the following page summarises the outcomes of our work against each reporting criteria, 
including whether we have identified any significant weaknesses in arrangements or made other 
recommendations. 
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VFM arrangements – Overall summary

Overall summary by reporting criteria

Reporting criteria Commentary 
page reference Identified risks of significant weakness? Actual significant weaknesses identified? Other recommendations made?

Financial 
sustainability 11-15 No Yes – see recommendation page 32-33 No

Governance 16-20 No Yes – see recommendation page 28 -31 Yes – see page 36

Improving economy, 
efficiency and 
effectiveness

21-26
Yes – see risk 1 on page 22 Yes – see recommendation page 34-25

No
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VFM arrangements – Financial Sustainability
Overall commentary on Financial Sustainability
As detailed further in the governance section of this report, during 2025/26 the Trust operated in a 
group structure with Northern Lincolnshire and Goole NHS Foundation Trust (NLAG). Our reporting 
responsibilities and the commentary in this report are to Hull University Teaching Hospitals NHS 
Trust. 

We have reviewed the Trust's governance framework, including Board and committee reports, the 
Annual Governance Statement, and the Annual Report and Accounts for 2025/26. These 
documents confirm that the Trust Boards-in-Common and the Committees -in-Common had 
established arrangements to define strategic aims and objectives, approve budgets, and monitor 
financial performance against these budgets and plans to best meet the needs of the Trust's service 
users.

The Trust has established governance arrangements to support financial planning and oversight, 
including the Performance, Estates and Finance Committee (PEF CiC ), which monitors financial 
and operational performance against plan. Based on our review of committee minutes, these 
arrangements operated in line with their Terms of Reference during 2025/26.

Strategic Programmes and Partnerships Committee in Common evaluates capital delivery and 
expenditure against the capital plan. The Committee also reviews future plans and prioritisation. In 
the year, reports were prepared and presented to the Board, summarising the business items that 
the Capital and Major Projects Committee agreed should be escalated to the Trust Boards. 

Recurrent financial pressures are captured and reviewed through the financial business planning 
and budget setting process, with funding allocated where identified. Business cases are developed 
to support key expenditure and savings proposals, which are subject to review through the 
Business Case Recommendation Group and approval by the Senior Leadership Team, ensuring 
decisions are aligned to financial and operational priorities. Any remaining unfunded pressures are 
reviewed and approved by Group Executive. The Trust manages any identified funding gap through 
its efficiency programme which is now managed through the Financial Planning Improvement Board 
(FPIB) and through PEF CiC . 

Background to the NHS financing regime in 2025-26

ICSs remained central to financial planning, with the aim of encouraging greater collaboration and 
collective responsibility for financial performance across organisations. Planning guidance for 
2025/26 reinforced the expectation that systems develop aligned financial and operational plans, 
supported by stronger system-level accountability for delivery.

NHS England (NHSE) use a fair share allocation process; this is designed to distribute financial 
resources across Integrated Care Boards (ICBs) in a way that reflects local health care needs. 
While the underlying methodology has remained broadly consistent, there has been an increased 
emphasis on system ownership of financial performance, with ICBs playing a more prominent role 
in managing allocations and financial planning across their systems.

The national payment framework continues to incorporate elements of the Aligned Payment and 
Incentive (API) scheme, combining fixed and activity-based funding. However, the overall approach 
has increasingly focused on supporting system financial balance and delivery of national priorities, 
rather than relying solely on activity-based incentives.
 
The allocations for primary medical care services and running costs by the ICB has increased 
significantly compared with previous years, taking into account the demographics of the populations 
served and broader economic factors.

As under previous arrangements, systems were required to achieve a breakeven position. This 
continued to necessitate further collaboration through the planning process, as individual 
organisations worked together to achieve system-level outcomes. However, in practice, the system 
did not achieve a breakeven position, reflecting the underlying financial challenges across both the 
Trust and the wider system.
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VFM arrangements – Financial Sustainability

Overall commentary on the Financial Sustainability reporting criteria – continued
The national funding framework for the NHS has evolved in recent years, with the 2025/26 financial 
year based on a one-year settlement, followed by the Spending Review 2025, which introduced a 
new multi-year funding approach. Capital funding continues to be allocated through system-level 
envelopes to ICSs, alongside nationally directed investment programmes supporting key priorities 
such as elective recovery, diagnostics, digital transformation, and estate modernisation.

We confirmed through review of minutes, discussions with officers and our work on the Trust’s 
financial statements that the Trust worked with system partners to deliver in line with the financial 
plan agreed within the ICS  However, the plan was revised during the year and was not fully 
achieved, reflecting the challenging financial position across both the Trust and the wider system.

The Trust’s arrangements and approach to 2025/26 and 2026/27 financial planning

Throughout the financial year, the Trust consistently reported its financial position to the 
Performance, Estates, and Finance Committee, as confirmed through the review of minutes. These 
reports detailed any variances from the plan, provided explanations, and identified corrective 
actions, where necessary. An escalation report summarising the financial performance and any 
issues warranting escalation was presented to the Board.

The Trust implemented a Cost Improvement Programme (CIP), aimed at enhancing efficiency, 
reducing costs and maintaining high quality patient care. As reported to the, the Trust delivered 
£48.2m of savings against a target of £68.3m in 2025/26, representing approximately 70% delivery 
and a shortfall of £20.1m. 

Of the savings delivered, there has been an improvement in the proportion of recurrent efficiencies, 
with £26.9m (55.7%) delivered on a recurrent basis compared to prior years. However, 
non-recurrent savings of £21.3m (44.3%) continue to form a significant component of the 
programme.

While the increased proportion of recurrent savings represents some progress, the continued 
reliance on non-recurrent measures limits the extent to which in-year performance reduces the 

underlying cost base. As a result, the underlying financial position has not materially improved, and 
financial pressures have been carried forward into 2026/27. Furthermore, the shortfall in delivery 
against the 2025/26 CIP target highlights ongoing challenges in developing and delivering 
achievable savings at the required scale.

During 2025/26, the Humber Health Partnership (Hull University Teaching Hospitals NHS Trust and 
Northern Lincolnshire and Goole NHS Foundation Trust) has focused on strengthening its approach 
to financial recovery through enhanced financial controls, improved monitoring of expenditure and 
the development of CIP plans. The financial plan for 2026/27 reflects the scale of the underlying 
financial challenge and is underpinned by a number of key recovery actions, most notably a 
requirement to reduce workforce-related costs, including a 30% reduction in variable pay and a 
reduction of approximately 633 whole-time equivalent (WTE) posts. 

To support delivery of these objectives, the Trust has implemented strengthened oversight 
arrangements, including weekly monitoring of variable pay expenditure and detailed WTE tracking 
at care group and corporate service level. These are monitored through the Financial Planning 
Improvement Board and the Senior Leadership Team, with a continued focus on managing and  
ensuring spending is aligned to the financial plan from the start of the financial year. The Trust also 
continues to focus on reducing wider cost pressures, delivering a challenging CIP programme, 
converting non-recurrent savings into recurrent schemes, and identifying further savings 
opportunities.

The Trust’s financial plans are underpinned by national planning guidance and aligned with wider 
organisational priorities, including workforce and activity plans. Through observation, we confirmed 
that routine budget monitoring and performance management processes are in place to identify 
both short-term and longer-term financial risks, which are reviewed through established governance 
arrangements, including the PEF CiC  and the Trust Boards-in-Common.

The Trust is also connected to regional and national groups where emerging issues are discussed. 
The planning process includes the review and approval of the Trust’s financial plans, first by the 
PEF CiC  and then by the Trust Boards-in-Common.
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VFM arrangements – Financial Sustainability

Our review of minutes confirmed that this process involves scrutiny and challenge of key risks and 
assumptions, as well as consideration of risk management plans, including sensitivity analysis. The 
plans are then subject to approval by the ICS and NHS England, adding an additional layer of 
scrutiny and challenge.

The Trust submitted a financial plan for 2025/26 based on achieving a breakeven plan supported by 
planned deficit support funding of £14.2m. During the year, this position was revised in December 
2025 to reflect a forecast overspend of £18.4m and the subsequent loss of Quarter 4 deficit support 
funding totalling £3.6m, resulting in a total adjusted forecast deficit of £22.0m. At year end, the Trust 
reported a deficit of £22m, representing a deterioration against the initial plan but in line with the 
revised forecast.  The value reflects the combined impact of the loss of deficit support funding and 
the under-delivery of savings during the year. This position should be viewed in the context of 
significant leadership instability during the year, alongside ongoing operational pressures and 
recognised patient safety challenges.

As noted above, the Trust under-delivered against its CIP, achieving approximately 70% of its 
target, with continued reliance on non-recurrent savings.

NHS England applies a framework to allocate trusts into segments based on the level of support 
required. During 2025/26, the Trust was categorised within segment 5 of the National Oversight 
Framework, meaning it would receive a higher level of national support, reflecting an increased risk 
profile and the need for enhanced oversight and intervention.

For 2026/27 ICBs and NHS primary and secondary care providers are expected to work together to 
plan and deliver a balanced net system financial position in collaboration with other ICS partners. 
System plans were triangulated across activity, workforce and finance. The Trust’s final financial 
plan for 2026/27 was to be submitted locally and then to NHSE by the end of March.

The planning process for 2026/27 reflects a more challenging financial position, with the Trust’s 
financial plan projecting a deficit of £39.4m, representing a significant deterioration compared to 

prior years. This is being driven by a reduction in income between the two financial years that far 
exceeds the expectations as set out in the national planning guidance. As a consequence, the plan 
includes delivery of efficiency savings of £72.9m, with a greater emphasis on recurrent savings 
totalling £57.3m, reflecting an increased focus on sustainability compared to prior years. The Trust 
has also developed a three-year medium term financial plan, which reflects the continuation of 
underlying financial pressures and indicates that recovery is dependent on the sustained delivery of 
significant efficiency savings over the medium term. Notwithstanding this, the financial plan remains 
very challenging to achieve, given the scale of savings required and the Trust’s recent delivery 
performance.

The 2026/27 financial plan includes a significantly increased CIP target, with a high proportion of 
schemes assessed as high risk and not fully developed, indicating a continued delivery risk.

In addition, only £9.7m of schemes were fully developed at the time of plan submission, with the 
majority of schemes at an earlier stage of maturity, including £40.6m classified as opportunities and 
£16.6m unidentified. This indicates that a substantial proportion of the programme remains either 
not fully developed or lacks clear delivery plans.

The Trust Annual Governance Statement includes the following internal control deficiency:

The Trust has identified a significant internal control issue in relation to financial sustainability and 
Cost Improvement Plan (CIP) delivery, reflecting longstanding structural challenges and financial 
imbalance across the Group.

The Trust has a CIP in place which is monitored and reviewed by the PEF CiC  and the Trust 
Boards-in-Common. In 2025/26, governance arrangements for financial planning and improvement 
were strengthened through the Financial Planning Improvement Board (FPIB), which oversees the 
delivery of the CIP and wider financial recovery actions. These arrangements are supported by 
ongoing monitoring of performance, risks and mitigation actions through established governance 
structures, including reporting through the Board Assurance Framework.



15

VFM arrangements – Financial Sustainability

The Month 1 finance report presented to the PEF CiC  indicates that HUTH reported a deficit of 
£7.1m, which is £2.2m adverse to plan, reflecting ongoing cost pressures. Performance is 
significantly impacted by slippage in CIP delivery, with schemes underdeveloped and delivery 
behind plan at this early stage of the year. Key areas of focus for HUTH include strengthening 
control over workforce costs, accelerating CIP development and delivery, and improving financial 
grip through enhanced monitoring and accountability across Care Groups.

The review of the 2026/27 financial reporting to date shows that the Trust is closely monitoring 
progress against the plan, is aware of the risks and uncertainties, and recognises the existing 
financial pressures. 

The Trust has planned a capital expenditure of £67.82m, with a Capital Department Expenditure 
Limit (CDEL) allocation of £54.2m for 2025/26. The capital programme out turned at £73.7m, £5.8m 
higher than planned, mainly due to new capital allocations in-year after the plan was set. Managing 
a capital programme of this scale requires the Trust to ensure sufficient resources for project 
management and successful delivery, while addressing the inherent risks.

The Trust recognises the challenging financial position ahead and is aware of the risks to delivering 
the 2026/27 financial plan and achieving long-term financial stability. We have confirmed that these 
challenges have been communicated to the relevant stakeholders.

The under-delivery of the 2025/26 CIP and gaps in the 2026/27 plan provide evidence of a 
significant weakness in arrangements for financial sustainability, specifically in identifying and 
delivering achievable savings.

In our view the under delivery of the 2025/26 CIP and the gaps in the 2026/27 CIP plan at the point 
of agreeing it is evidence of a significant weakness in arrangements in 2025/26 (how the body plans 
to bridge its funding gaps and identify achievable savings).

Conclusion

Given the above, the  significant weakness in the Trust’s arrangements in relation to the financial 
sustainability reporting criteria raised in June 2025 remains for 2025/26. See page 32-33 for more 
detail. 
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VFM arrangements – Governance
Overall commentary on Governance
Our review of Board and committee reports indicates that, while governance structures remain in 
place, weaknesses exist in the effectiveness of risk management and governance oversight. 

During 2025/26, a number of internal and external reviews were commissioned or undertaken in 
response to emerging concerns relating to the Trust’s governance, risk management, and 
performance. These included a Risk Management and Governance review undertaken by Internal 
Audit (reported in April 2026) and an externally commissioned Developmental Governance Review 
undertaken by The Value Circle (January 2026). These reviews were informed by wider 
organisational and regulatory developments during the year, including a deterioration in the Trust’s 
NHS Oversight Framework rating, breaches of licence conditions, and the receipt of an NHS 
England enforcement undertakings letter in February 2026. The findings of these reviews, together 
with matters reported in the Trust’s Annual Governance Statement, identified systemic weaknesses 
in the operation of governance and risk management arrangements, which have informed our 
assessment of a significant weakness in the current year.

We note that the Trust has recognised these findings and has commenced a programme of work to 
address the issues identified across the Internal Audit review, The Value Circle review, and NHS 
England regulatory undertakings. This includes the development of action plans supported by 
tracking mechanisms, with defined actions, owners and timelines to monitor progress. The Trust is 
also developing an integrated action plan to bring together recommendations from the various 
reviews into a single framework, alongside work to rationalise the risk register, strengthen 
alignment with the Board Assurance Framework, and review governance structures and roles. 
Support is also being provided through NHS England’s National Provider Improvement Programme 
(NPIP), including development of an Integrated Improvement Plan and strengthening of programme 
management arrangements. While these actions demonstrate a more structured and coordinated 
approach, most remain in progress and are not yet fully embedded and have not yet resulted in 
sustained improvements in governance effectiveness.

The Trust operates a joint structure for Hull University Teaching Hospitals NHS Trust and Northern 
Lincolnshire and Goole NHS Foundation Trust, with both Trusts overseen by a single Chief 

Executive and Executive Leadership team. Despite this shared governance, the Trusts remain 
separate entities, each maintaining its own accounts, CQC registrations, performance reports, and 
annual reports. The Boards-in-Common and sub-Committees-in-Common met at regular internals 
throughout the year.

The Trust’s arrangements for budget setting and budgetary control

Based on our review of Board and committee reports, discussions with management, analysis of 
key documents, and the work conducted on the financial statements, we are satisfied that the Trust 
has a robust system for budget monitoring.

The Trust has a well-established budgetary control system that provides monthly reports to the 
Group Chief Financial Officer, Group Executive, PEF CiC , and the Group Trust Board. The budget 
monitoring reports at a Care Group level provide a detailed analysis of the year-to-date budget, 
actual spending, and variances, with explanations for any discrepancies. They also identify actions 
to address overspending and provide updates on the Care Group Cost Reduction and Efficiency 
Savings plan and efficiency efforts. The Trust Boards-in-Common receive financial and non-
financial performance data.

Our review of the minutes confirmed that the care groups are monitored through six weekly 
Performance and Accountability meetings, with Care Group leaders and key support staff to assess 
both financial and non-financial performance.

Each month, the Trust reports its performance against NHS standards to the Performance, Estates 
and Finance Committee. These reports cover performance against targets, highlight key concerns, 
and identify areas of improvement or decline. They also compare the Trust’s performance with its 
peers and outline actions to improve any poor performance.

The Trust Boards-in-Common is responsible for establishing the Risk Management Policy for the 
organisation, which sets out the overall approach to risk management and defines leadership roles 
across the Trust.
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VFM arrangements – Governance
Overall commentary on the Governance reporting criteria - continued
The Trust’s risk management and monitoring arrangements

While the policy provides an appropriate high-level framework, an Internal Audit report published in 
April 2026 identified that aspects of the supporting risk management strategy and processes are not 
sufficiently defined or embedded in practice, resulting in some inconsistency in the application of 
risk management across the organisation. In addition, the Developmental Governance Review 
(January 2026), prepared by The Value Circle LLP noted that the policy demonstrates a clear 
intention to standardise risk management arrangements; however, its implementation remains 
variable across the Group.

Staff across the Trust receive risk management training. Risk Owners and Care Groups are 
responsible for regularly updating their risks on the Trust’s risk management system (Ulysses). All 
risks entered into Ulysses are assigned initial, current, and target risk ratings. Controls are identified 
to mitigate these risks, and action plans are developed to address any gaps in controls. Risks are 
continuously identified and reviewed across Care groups and corporate services and are sourced 
from various areas, including daily operational practices, trends from incidents, complaints, and 
regulatory compliance. Service managers are responsible for the ongoing investigation and 
assessment of risks.

While risk management arrangements are in place, internal and external reviews identified 
weaknesses in consistency, data quality and application across the organisation, limiting the 
effectiveness of risk oversight.

We confirmed that Board Assurance Reports, which include risks relevant to each committee’s 
remit, are presented to the Performance, Estates and Finance Committee (PEF CiC ) and the 
ARGC, with overall reporting to the Trust Boards-in-Common. These reports detail key risks, 
associated risk ratings, and a risk appetite score, and provide information on actions taken during 
the current quarter, as well as planned actions to mitigate risks going forward. Where appropriate, 

the reports also include proposed changes to risk ratings. Assurance outcomes and gap analysis 
are used to assess whether sufficient actions are being taken to achieve target risk ratings.

The Trust maintains a Board Assurance Framework (BAF) to provide oversight of strategic risks 
aligned to its objectives. However, findings from the January 2026 Developmental Governance 
Review identified a number of weaknesses in the effectiveness of the BAF. In particular, there is a 
lack of clear linkage between operational risks and those reported at Board level, resulting in a 
disconnect between day-to-day risk management and strategic oversight. Risk articulation and 
scoring within the BAF were also found to be inconsistent, with some high-scoring risks remaining 
static over time, limiting the Board’s ability to assess progress and the effectiveness of mitigating 
actions. In addition, the interface between the corporate risk register and the BAF was not always 
clear, reducing confidence in escalation and assurance processes.

We note that the Trust has recognised these findings, and work is ongoing to strengthen the 
alignment between the risk register and the BAF, improve the quality of risk articulation, and ensure 
the framework is used more effectively to support Board-level challenge, assurance, and decision-
making. The Trust has implemented a single risk management system (Ulysses) to support a more 
consistent and integrated approach to risk management across the Group. 

Our work has confirmed that Management has initiated actions to address these findings; however, 
these remain in progress and are not yet fully embedded.

We note, as highlighted in the February 2026 enforcement undertakings, letter that wider 
organisational factors have contributed to the challenges in governance and risk management. In 
particular, the Group operating model has placed pressure on leadership capacity, alongside a 
period of leadership change and instability at Board and senior management level. These factors 
have affected the Trust’s ability to maintain consistent oversight, clearly embed risk management 
processes, and deliver sustained improvement. Management is taking steps to address these 
issues as part of the wider governance and organisational development programme; however, 
these changes are ongoing and will take time to embed.
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VFM arrangements – Governance
Overall commentary on the Governance reporting criteria - continued

The Trust’s decision-making arrangements and control framework

Executive Directors' responsibilities are aligned with their roles, and the Board sub-committee 
structure is designed to ensure effective oversight of the Trust's operations and activities.

Our review of the Trust’s governance framework confirms that it has established committees 
dedicated to specific areas, such as financial scrutiny and quality of care. The Committees are as 
follows:

• Performance, Estates and Finance Committees-in-Common

• Financial Planning Improvement Board (FPIB) 

• Group Executive

• Trust Boards-in-Common

• Quality and Safety Committees-in-Common

• Remuneration Committees-in-Common

• Workforce, Education and Culture Committees-in-Common; and

• Audit, Risk and Governance Committees-in-Common

We confirmed the Trust continued to hold its Board and sub-committee meetings throughout the 
year. The papers and minutes from these meetings show active engagement and challenge from 
committee members. The information provided is timely and detailed, supporting well-informed 
decision-making.

The Trust has approved Terms of Reference for the Board and each sub-committee, designed to 
ensure that committees operate within their defined remit and that responsibilities are clearly 
articulated. However, Internal Audit identified overlap between committees, including GERAC and 
ARGC, which reduces the effectiveness of governance oversight. Our review also identified 
duplication of roles and responsibilities across committees such as FPIB and PEF CiC .

We note that the Trust has recognised these issues and is currently undertaking a review of the 
Terms of Reference and governance arrangements to reduce duplication, improve clarity of roles 
and responsibilities, and strengthen the effectiveness of committee oversight. 

The Trust has Standing Orders and Standing Financial Instructions in place, which are accessible 
to staff via the intranet. Our review confirms that the Standing Financial Instructions clearly 
establish the Board’s overall responsibility for financial supervision and control, including setting 
financial strategy, approving budgets, and ensuring the achievement of value for money. These 
documents are sufficiently detailed to support adherence to the appropriate standards. The Trust 
has comprehensive governance arrangements which are detailed in its Annual Report and Annual 
Governance Statement. Our review confirmed these documents align with our understanding of the 
Trust’s arrangements. This includes maintaining a register of interests and gifts and hospitality, 
which are regularly reviewed, updated, and considered by the ARGC.

The Trust participates in a collaborative counter fraud service with other local Trusts, hosted by 
Northern Lincolnshire and Goole NHS Foundation Trust (NLAG). The Trust’s Local Counter Fraud 
Specialist (LCFS) conducts a full range of counter fraud activities, both proactive and reactive, 
including staff training and awareness sessions, particularly in high-risk areas like Procurement and 
Recruitment, and maintains a fraud risk assessment. An annual Counter Fraud Operational Plan is 
created, approved by the Group Chief Financial Officer, and submitted to the ARGC for oversight.

Work plans are agreed with management at the start of the financial year and reviewed by ARGC 
prior to final approval. 
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VFM arrangements – Governance
Overall commentary on the Governance reporting criteria - continued

We have reviewed the Internal Audit Plans for 2025/26 and 2026/27 and confirmed the ARGC is 
satisfied and the planned work is reasonable and relevant to the Trust. We confirmed through 
attendance at meetings that progress reports are presented to each ARGC meeting. This includes 
follow-up reporting of recommendations not fully implemented by agreed due dates. This allows the 
Committee to hold management to account on behalf of the Board.

We have attended ARGC meetings held during the year and identified that the Committee 
continues to operate and discharge its core responsibilities. We have seen evidence of challenge 
by Committee members were considered appropriate, and management attendance at meetings, 
including the Group Chief Financial Officer, supports effective engagement. There have been no 
significant changes to the Committee’s Terms of Reference during the year. The Trust develops a 
risk-based internal audit programme each year, with the results of internal audit reviews reported to 
responsible officers and monitored through the ARGC. At year-end, Internal Audit provides a Head 
of Internal Audit  Conclusion (HoIAC), assessing the organisation’s risk management, control, and 
governance arrangements. This opinion is included in the Trust’s Annual Governance Statement 
within the Annual Report. In 2025/26, Internal Audit identified weaknesses in elements of the Trust’s 
governance and risk management arrangements through its individual reviews.

Although governance structures are established, weaknesses in risk management, reporting and 
oversight reduce their overall effectiveness.

During 2025/26 the Trust entered into an agreement with an employee which in our opinion resulted 
in a non-contractual payment to the employee and a secondment arrangement to NHS England 
funded by the Trust. The Trust sought internal approvals, legal advice, and approval from NHS 
England.  However, in our view, this payment meets the criteria for obtaining approval from HM 
Treasury. We recognise that judgements in this area are often complex and thus formal 
documentation of the considerations should be maintained. The Trust should consider reviewing 
and strengthening its arrangements to ensure the requirements of the HM Treasury ‘Managing 
Public Money’ are met and approvals obtained and documented. 

Conclusion

Based on the above, we have identified a significant weakness in the Trust’s arrangements in 
relation to the governance reporting criteria, specifically in relation to the effectiveness of risk 
management and governance oversight arrangements. While the Trust has recognised these 
issues and has commenced actions to address them, these actions remain in progress and will 
require time to be fully embedded. See page 34-35 for more detail. 

We have also raised an ‘other recommendation’ in relation to the Trust’s processes for making 
potential special payments. See page 36 for more detail. 
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VFM arrangements – Improving Economy, Efficiency and Effectiveness
Risks of significant weaknesses in arrangements in relation to Improving Economy, Efficiency and Effectiveness
We have outlined below the risks of significant weaknesses in arrangements that we have identified as part of our continuous planning procedures, and the work undertaken to respond to each of those risks. 

Risk of significant weakness in arrangements Work undertaken and the results of our work

1 NHS Oversight Framework 2025/26

The NHS oversight framework is an approach to assessing 
NHS Trusts to ensure public accountability for performance 
and providing a foundation for how NHS England works 
with systems and providers to support improvement. Trusts 
are placed in one of five segments based on performance 
against a range of agreed metrics.

During 2025/26 the Trust received confirmation from NHS 
England that it will sit in segment 5 of the National 
Oversight Framework, which recognises that the Trust is 
among the most challenged NHS organisations nationally 
and that licence conditions will apply.

The move to segment 5 indicates a risk of significant 
weakness in the Trust’s performance against key metrics.

Work undertaken

We have:

• reviewed the Trust’s National Oversight Framework rating and supporting documentation, including NHS England correspondence 
and regulatory undertakings;

• Reviewed key internal and external reports, including the Developmental Governance Review (The Value Circle), Internal Audit 
reports and Head of Internal Audit Conclusion, and the Trust’s Annual Governance Statement, to assess governance, risk 
management, and oversight arrangements

• held discussions with senior management, including the Chief Financial Officer and other key officers, to understand the underlying 
causes of performance deterioration and the actions being taken in response;

• reviewed improvement plans in place, including the Integrated Improvement Plan and actions arising from NHS England regulatory 
undertakings.

Results of our work

Our work confirmed that the Trust’s placement in segment 5 reflects significant challenges across financial, operational and 
governance domains, supported by findings from internal and external reviews. In particular, weaknesses were identified in the 
effectiveness of governance arrangements, including risk management, the quality of reporting and assurance to the Board, and the 
clarity of roles and accountability across governance structures.

While improvement plans and oversight arrangements have been established, these are not yet fully embedded and have not resulted 
in sustained improvements in performance at the time of our review.

Based on the evidence obtained, we concluded that the underlying issues contributing to the Trust’s segment 5 rating are primarily 
governance-related, rather than arising from weaknesses in arrangements for securing economy, efficiency and effectiveness. 
Accordingly, our work supports the identification of a significant weakness in governance arrangements, with no additional significant 
weakness identified in relation to the 3Es.
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Overall commentary on Improving Economy, Efficiency and Effectiveness

The Trust’s arrangements for assessing performance and evaluating service delivery

The Trust regularly evaluates performance using monthly financial data and various other sources, 
such as the CIP tracker, National Cost Collection Index (NCCI), Scan for Safety data, and 
Benchmarking data. This information helps the Trust identify areas for improvement. The Financial 
Planning Improvement Board oversees improvement activities, maintaining and updating an action 
tracker to monitor progress. Care groups are actively involved to ensure maximum engagement 
and efficiency.

The Trust’s Quality and Safety Committees-in Common focus on improving patient safety and 
learning includes the review of learning points from Patient Safety Incident Investigations (PSII’s) 
and fosters a culture of learning and safety. The Non-Executive Committee Chair informs the Board 
of any escalation issues after each meeting, through highlight reports, ensuring these issues are 
communicated and addressed throughout the group. A monthly learning from harm report is also 
reported to the Trust Boards-in-Common. Additionally, learning and report findings are shared 
across the group through publication on the intranet, discussion in Specialty and Care Group 
Quality Governance meetings, and via a bi-monthly Patient Safety Newsletter, which includes case 
synopsis and safety actions to be taken, key points to remember, and links to further support and 
guidance.

The latest full Care Quality Commission (CQC) inspection of the Trust was undertaken in late 2022 
and published in March 2023. The Trust was rated as ‘requires improvement’ overall. The Trust 
received the following ratings against each of the sub-criteria:

Overall CQC identified 4 Trust wide ‘must do’ actions to improve, along with a number of ‘must do’ 
actions in Urgent and Emergency Care Services, Medicine and Surgery, as well as a number of 
‘should do’ actions to improve services.

The report highlighted the following positive aspects of the Trust’s services: 

• staff treated people with compassion and kindness;
• the service had a good understanding of quality improvement methods and the skills to use 
them. Leaders encouraged innovation and participation in research; and.
• leaders and staff actively and openly engaged with patients, staff, equality groups, the public and 
local organisations to plan and manage services.

Specific concerns were raised about the Urgent and Emergency Care Services. The well led 
inspection of this service highlighted that there was no evidence found to support that senior 
leaders had a sufficient oversight and understanding of where the department was failing to meet 
standards in care. CQC saw staff failing to provide the required standard of care on multiple 
occasions. 

As a result the CQC issued a Section 31 letter of intent requesting urgent action to address these 
concerns. In response the Trust provided an action plan to address the concerns raised. Following 
up on the service to see if the actions had been implemented the CQC found the improvements 
detailed in the Trust’s action plan had not been adequately actioned. The CQC found that despite 
assurances from the senior leadership in the department, actions detailed in the plan had not been 
effective in demonstrating an improvement in patient care and experience nor had the trusts own 
systems identified the lack of progress. 

Criteria Rating

Are services safe? Inadequate

Are services effective? Requires Improvement

Are services caring? Good

Are services responsive? Requires Improvement

Are services well-led? Requires Improvement
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Overall commentary on the Improving Economy, Efficiency and Effectiveness 
reporting criteria - continued
The CQC completed an inspection of maternity services at Hull Royal Infirmary during March and 
April 2023. The report was published in August 2023. Overall, the service was rated ‘inadequate’ 
including in the ‘are services safe’ criteria. A Section 31 notice was issued which required the Trust 
to immediate action to address concerns. Our view is that the maternity CQC inspection result did 
not present an additional significant weakness in arrangements but supports the significant 
weakness we had already identified. Therefore, we considered the Trust response to the CQC 
recommendations including the maternity services findings.

In our 2025/26 work, we reviewed the Trust's response to the CQC inspection by examining 
relevant reports , including the April 2026 CQC action tracker update and CQC inspection reports 
issued to the Trust during the year, including the Emergency Department inspection report, as well 
as correspondence relating to the lifting of the Section 31 notice. We also engaged with key officers 
to understand the extent of progress made in addressing the issues previously identified. The 
Trust’s response includes:

• Implementation of the CQC Action Plan, with most actions now closed. A small number of 
actions remain open, including those relating to maternity medical staffing and restraint 
training, which are subject to ongoing management oversight and monitoring through 
established governance arrangements.

• The Trust has maintained strengthened governance arrangements, including oversight 
through the Quality Improvement Group, Risk and Compliance Group and Trust 
Boards-in-Common, with non-executive safety champions continuing to support Emergency 
Care and Maternity Services.

• The Trust has continued to engage regularly with the CQC and system partners throughout 
the year, including routine submission and review of action plan updates and participation in 
inspection and engagement activity. This has included multiple CQC inspections during the 
year and ongoing dialogue in relation to progress against regulatory requirements.

In September 2025, the Trust underwent a CQC inspection of its Urgent and Emergency Care 
services., The report published in November 2025 demonstrated improvement in performance. The 
overall rating improved from Inadequate to Requires Improvement, with improvement noted in the 
Safe domain and Caring remaining rated as Good. The results of the inspection are summarised 
below:

Criteria Latest CQC 
inspection Previous CQC inspection Change in rating

Overall Requires 
Improvement

Inadequate Improved

Are services safe? Requires 
Improvement

Inadequate Improved

Are services effective? Requires 
Improvement

Requires Improvement Unchanged

Are services caring? Good Good Unchanged

Are services 
responsive?

Requires 
Improvement

Requires Improvement Unchanged

Are services well-led? Requires 
Improvement

Requires Improvement Unchanged
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Overall commentary on the Improving Economy, Efficiency and Effectiveness 
reporting criteria - continued
This represents positive external validation of progress in a service previously subject to significant 
regulatory concern.

During the year, the Trust also made significant progress in relation to maternity services and 
compliance with the Section 31 notice requirements. This culminated in the formal removal of the 
Section 31 notice in May 2026, providing independent assurance that sufficient progress had been 
made in addressing the original areas of concern.

Internally the CQC monthly meeting reports are reported up to the Maternity and Neonatal 
Assurance Group, Risk and Compliance Group and Quarterly CQC Quality Summits. The Risk and 
Compliance Group, PEF CiC  and Quality, Safety Committee in Common and, Workforce, 
Education and Culture Committee in Common all report to Executive Risk and Assurance Group 
and Trust Boards-in-Common. We have been provided evidence to demonstrate these committees 
have met and received CQC updates.

Externally the Trust Board report to the Integrated Quality Improvement Group (IQIG) which is 
attended by representatives of NHS Humber and North Yorkshire Integrated Care Board (ICB), 
NHS England and the CQC. 

The IQIG March 2026 committee minutes indicate that actions continue to be actively monitored 
and progressed, with new and ongoing actions identified and tracked through the action log. Open 
actions are regularly reviewed, with updates on progress and delivery reported to each committee 
meeting.

Based on our work, we are satisfied that the Trust has continued to take appropriate steps in 
response to the CQC findings, with no additional significant weaknesses identified. The evidence 
demonstrates further progress during the year, including the closure of the majority of CQC actions, 
improvements in inspection outcomes (notably within Urgent and Emergency Care), and the 
removal of the Section 31 notice in relation to maternity services.

However, a small number of actions remain ongoing and further work is required to ensure that 
improvements are fully embedded and sustainable across all service areas. In addition, while 
recent CQC inspection activity has provided positive assurance in certain areas, full regulatory 
re-inspection coverage has not yet been completed across all key services, including maternity.

Consequently, we are unable to conclude that the Trust has fully addressed all of the CQC’s 
findings. While the Trust has moved from a position of acute regulatory concern to one 
demonstrating clear improvement, elements of the original weakness remain.

The Trust’s arrangements for commissioning services

The Trust has established procurement arrangements, including a professionally qualified 
procurement team, led by the Director of Procurement. This central team provides expertise to Care 
groups, following policies and procedures outlined in the Trust’s Standing Financial Instructions and 
Contracts Department Procedure Manual.

In 2025/26, the Humber and North Yorkshire Procurement Collaborative continued to operate, 
hosted by Hull University Teaching Hospitals NHS Trust, to deliver procurement and supply chain 
services for the three partner trusts: Hull University Teaching Hospitals NHS Trust, Northern 
Lincolnshire and Goole NHS Foundation Trust, and York and Scarborough Teaching Hospitals NHS 
Foundation Trust. The partnership retains its objective of creating a single procurement function to 
support the sustainable provision of both clinical and non-clinical services. The collaborative 
operates through a Procurement Board which reports to the Trust’s Board of Directors, and our 
review of minutes confirms that these governance arrangements remain in place.

In 2025/26, governance oversight of procurement activity was shared across committees, with the 
PEF CiC  providing oversight of broader procurement activity, while the ARGC focused on 
assurance relating to Single Tender Waivers.
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Overall commentary on the Improving Economy, Efficiency and Effectiveness 
reporting criteria – continued

This represents positive external validation of progress. The procurement team oversees 
procurement and contracts, with each tender having a service specification created in consultation 
with the Care Groups to outline contract requirements. A selective questionnaire sets minimum 
requirements, confirms compliance with the Modern Slavery Act, details contingency planning, and 
includes mandatory questions for the core selection process. Evaluation teams, including Care 
Group representatives, assess bids against award criteria and recommend contract awards. 
Approval thresholds in Standing Orders require PEF CiC  Committee and Capital and Major 
Projects Committee approval for contracts over £3m and Trust Board approval for contracts over 
£5m. Based on minutes reviewed, there was no reported non-compliance with these limits in 
2025/26.

Conflicts of interest are monitored, with evaluation team members required to declare any interests, 
which are documented in the procurement process. Waivers to Standing Financial Instructions 
require approval. Our attendance at ARGC confirms that the Committee receives periodic reports 
on breaches of Standing Financial Instructions and Single Tender Waivers. In 2025/26, 
ARGC  reporting in relation to procurement was focused on Single Tender Waivers, with broader 
procurement oversight undertaken by PEF CiC  Committee.

Conclusion
Given the above, one significant weakness in the Trust’s arrangements in relation to the improving 
economy, efficiency and effectiveness reporting criteria has been raised. 

The Trust’s arrangements for effective partnership working

The Trust continues to work in partnership with system stakeholders across the Humber and North 
Yorkshire (HNY) Integrated Care System, led by the HNY Integrated Care Board. System partners 
share collective responsibility for delivering services and managing financial performance within the 
agreed system envelope. This is supported through established governance arrangements, 
including system-level boards and regular collaborative forums, alongside the timely sharing of 
financial and performance information. These arrangements enable partners, including the Trust, to 
align priorities, manage risks collectively, and support delivery of system objectives.

Throughout 2025-26, the Trust has continued to co-lead the Humber Acute Services Review within 
the ICS, in partnership with Northern Lincolnshire and Goole NHS Foundation Trust and Humber 
and North Yorkshire ICB. This collaboration encompasses three concurrent programmes aimed at 
establishing new and sustainable arrangements in priority service areas across the Humber. The 
goal is to ensure safe and continuous operation while addressing significant staffing and 
infrastructure challenges faced by both Trusts.

The Humber Acute Services Review has progressed beyond consultation into implementation 
phases during 2025/26, with system partners continuing to work collaboratively to deliver agreed 
service changes and ensure sustainable service models across the Humber.

The Trust continues to recognise the importance of partnership working in delivering both its own 
objectives and those of the wider Humber and North Yorkshire Integrated Care System. This 
commitment is reflected in its strategic objectives and is supported by the Board Assurance 
Framework, which identifies partnership working as a key strategic risk. This risk is actively 
monitored and managed through established governance processes.
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Identified significant weaknesses in arrangements and recommendations for improvement
As a result of our work, we have identified significant weaknesses in the Trust’s Governance arrangements. The identified weakness have been outlined in the table below. The wording set out below 
remains subject to internal review and may be amended prior to finalisation.

Identified significant weakness in arrangements Financial 
Sustainability Governance Improving 

the 3Es Recommendation for improvement Trust’s response

1 During the 2025/26 year, the Trust’s NHS 
Oversight Framework rating deteriorated from 
segment 3 to segment 5, indicating that the Trust 
is among the most challenged NHS organisations. 
This deterioration reflects underlying concerns in 
relation to governance, performance, and financial 
sustainability.

In addition, the Trust received various external 
reports, including commissioning one from the 
Value Circle, an external consultancy company 
focussing on improving strategy, governance and 
leadership of organisations, and Internal Audits 
governance and risk management review, which 
concluded that the governance framework in 
place was not operating effectively or consistently 
across the Trust. These reviews highlighted 
weaknesses in risk management arrangements, 
operating model and governance structure, 
assurance reporting, and oversight.

Continued overleaf.



The Trust should improve its risk management 
arrangements and assurance over internal controls 
by:
• embedding a consistent risk management 

framework, including clear processes for risk 
identification, scoring, escalation, and review;

• completing and embedding the ongoing review 
and cleansing of the risk register to ensure it is 
accurate, focused on principal risks, and 
supported by clearly defined controls, mitigating 
actions, and accountable owners; and

• strengthening the alignment between the risk 
register and the Board Assurance Framework to 
support effective Board oversight and challenge.

Continued overleaf.

The Trust recognises the findings 
set out within the Audit Completion 
Report and accepts that there are 
material weaknesses in 
governance arrangements, risk 
management processes, and the 
quality of assurance reporting.
In response, the Trust has 
developed and is actively 
implementing a comprehensive 
Integrated Improvement Plan (IIP). 
This has been brought together 
following a series of external and 
internal governance reviews, 
including those undertaken by NHS 
England, KPMG and The Value 
Circle. The IIP provides a single, 
coherent framework to address the 
identified weaknesses across 
governance, risk management, 
financial sustainability, and 
operational performance, with clear 
ownership, milestones, and 
oversight arrangements.

VFM arrangements - Identified significant weaknesses and our recommendations
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Identified significant weakness in arrangements Financial 
Sustainability Governance Improving 

the 3Es Recommendation for improvement Trust’s response

These reviews, alongside the NHS England 
Undertakings Letter, identified interconnected 
weaknesses across the control environment. 
These included unclear and inconsistently applied 
risk management processes, poor-quality and 
incomplete risk registers, and weak linkages 
between operational and strategic risks within the 
Assurance Framework, limiting effective Board 
oversight. Reporting to the Board and Committees 
in Common was overly descriptive, lacked 
analytical depth and forward-looking insight, and 
did not consistently support timely decision-
making or corrective action. In addition, there was 
evidence of duplication and overlap across 
governance committees, unclear roles and 
accountabilities, limited evidence of effective 
challenge, and weaknesses in the quality of 
supporting information.

In our view, the matters above are evidence of 
significant weaknesses in the Trust’s 
arrangements for:
• how it monitors and assesses risk and gains 

assurance over the effective operation of 
internal controls;

• how it ensures effective processes and 
systems are in place to communicate relevant, 
accurate, and timely management information 
and supports corrective action; and

• how it makes properly informed decisions, 
supported by appropriate evidence and 
allowing for challenge and transparency.



The Trust should improve the quality and 
effectiveness of management information by:
• strengthening reporting to ensure it is clear, 

analytical, and forward-looking;
• improving the consistency and reliability of 

information presented to the Board and its 
committees, including effective triangulation 
across performance, quality, and financial data; 
and

• enhancing monitoring and tracking of actions to 
support timely escalation and corrective action.

The Trust should strengthen its governance and 
decision-making arrangements by
• reviewing and clarifying roles and responsibilities 

across governance structures to reduce 
duplication and strengthen accountability;

• improving the quality of supporting information to 
enable robust, evidence-based decisions and 
effective challenge; and

• ensuring clear ownership, oversight, and 
accountability for delivery of improvement 
actions.

The Trust should also ensure that actions arising 
from Internal Audit, external reviews, regulatory 
undertakings, and improvement programmes are 
brought together into a single integrated action plan, 
which is effectively monitored through governance 
arrangements and embedded into business-as-
usual processes.

A dedicated Risk Management 
Improvement Plan is also in place 
to strengthen the consistency and 
effectiveness of risk processes. 
This includes standardising risk 
identification, scoring, escalation 
and review; undertaking a full 
review and cleansing of risk 
registers; and ensuring that risks 
are supported by clearly defined 
controls, mitigating actions, and 
accountable leads. This is a three-
month intensive review with all 
Care Groups and Corporate 
Services.
The Trust is undertaking a refresh 
of the Board Assurance 
Framework (BAF) to ensure 
stronger alignment between 
strategic risks and operational risk 
registers, improved clarity of 
principal risks, and enhanced 
visibility of controls and assurance. 
Work is ongoing with the Executive 
Team to review BAF risk actions to 
ensure they are timely and help to 
mitigate the risk, with the aim of 
reducing the risk to its tolerable 
score. This work is designed to 
support more effective Board 
oversight, scrutiny and challenge.
Continued overleaf

VFM arrangements - Identified significant weaknesses and our recommendations
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Identified significant weakness in arrangements Financial 
Sustainability Governance Improving 

the 3Es Recommendation for improvement Trust’s response

To address the quality and 
effectiveness of reporting, the Trust 
has introduced a new Triple A 
(Alert, Assure, Advise) reporting 
framework. This structured 
approach is designed to improve 
the clarity, analytical depth and 
actionability of reports presented to 
the Board and Committees in 
Common. It requires each report to 
clearly identify emerging or 
deteriorating issues (Alert), provide 
concise assurance on control 
effectiveness and progress against 
plans (Assure), and set out clear 
recommendations or escalation 
requirements to support timely, 
evidence based decision making 
(Advise).

In addition, the Trust has 
implemented a new Integrated 
Performance Report (IPR), 
bringing together performance, 
quality, workforce and financial 
information into a single, 
triangulated report for Board 
oversight.
Continued overleaf.

VFM arrangements - Identified significant weaknesses and our recommendations
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Identified significant weakness in arrangements Financial 
Sustainability Governance Improving 

the 3Es Recommendation for improvement Trust’s response

This is designed to improve the 
consistency, reliability and forward-
looking nature of information 
presented, strengthen the visibility 
of interdependencies across 
domains, and support more 
informed decision making and 
earlier identification of emerging 
risks and performance 
deterioration
Delivery of these improvements is 
being overseen through 
strengthened governance 
arrangements, with progress 
monitored through the IIP and 
reported regularly to the Board and 
Committees in Common to ensure 
sustained embedding into 
business-as-usual processes.

VFM arrangements - Identified significant weaknesses and our recommendations
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VFM arrangements – Prior year significant weaknesses and recommendations

Progress against significant weaknesses and recommendations made in the prior year
As part of our audit work in previous years, we identified the following significant weaknesses, and made recommendations for improvement in the Trust‘s arrangements to secure economy, efficiency and 
effectiveness it its use of resources. These identified weaknesses have been outlined in the table below, along with our view on the Trust’s progress against the recommendations made, including whether 
the significant weakness is still relevant in the 2025/26 year. 

Previously-identified significant weakness in 
arrangements Reporting criteria Recommendation for 

improvement
Our views on the actions taken to 
date Overall conclusions

1 Financial sustainability
For the 2024/25 year the Trust set a financial 
plan to achieve a deficit. The Trust delivered a 
year end surplus, which relied upon receiving 
£10.4m of ‘deficit support funding’. The plan 
included a cost improvement programme (CIP) 
target of £47.1m , of which £38.5m (82%) was 
delivered as at 31 March 2025. In addition to 
not achieving £8.6m of the CIP, what was 
delivered included a higher than planned 
reliance on non-recurrent savings, meaning the 
cumulative deficit of the Trust increased to 
£69m (from £55.6m at 31 March 2024). The 
2025/26 financial plan, submitted in April 2025, 
is based on a break-even position after the 
receipt of £13.3m deficit funding, and requires 
delivery of a £68.3m CIP. At the time of 
submitting the plan the Trust had not fully 
identified all savings to achieve the CIP target , 
and of the £68.3m CIP, 63% was reported in 
the financial plan as being ‘high risk’ indicating 
an increased risk of non-delivery.  
Continue overleaf

Financial Sustainability

The Trust should continue to work 
collaboratively with its Humber and 
North Yorkshire ICS partners and 
NHS England to explore and agree 
sustainable, long-term plans to 
bridge its funding gaps and identify 
achievable savings

Management have explained that, 
during 2025/26, the Trust has 
continued to progress actions to 
manage its financial position and 
reduce risk; however, delivery has 
remained challenging. While some 
progress has been made in 
developing and implementing Cost 
Improvement Programme (CIP) 
schemes, overall delivery against the 
plan has been below target, with 
£48.2m delivered against a £68.3m 
target (c.70%), and a continued 
reliance on non-recurrent savings. 
This has limited the extent to which 
in-year performance has reduced the 
underlying cost base and resulted in 
financial pressures being carried 
forward into 2026/27.

Continue overleaf

The evidence we have seen 
indicates that while progress has 
been made in developing savings 
plans and enhancing financial 
controls, significant challenges 
remain in delivering savings at the 
scale required. In particular, the 
shortfall in CIP delivery and the 
continued reliance on 
non-recurrent measures mean 
that the Trust’s underlying deficit 
position has not materially 
improved and financial pressures 
have been carried forward into 
2026/27.

Continue overleaf
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Previously-identified significant weakness in 
arrangements

Reporting 
criteria

Recommendation for 
improvement

Our views on the actions taken to 
date Overall conclusions

1 In our view, the Trust’s lack of CIP delivery, 
increasing recurrent deficit, reliance on deficit 
funding   and the gaps in the 2025/26 financial plan 
are evidence of a significant weakness in the Trust’s 
arrangements for financial sustainability criteria, 
specifically ‘how the body plans to bridge its funding 
gaps and identifies achievable savings’.

.Management recognises the 
importance of strengthening financial 
discipline and organisational focus on 
delivery.

During the year, this has been 
demonstrated through:

• the continued role of the Financial 
Planning Improvement Board 
(FPIB) in overseeing CIP delivery 
and financial recovery actions;

• enhanced monitoring and 
oversight of financial performance, 
including regular reporting to 
senior leadership and governance 
committees;

• ongoing review and challenge of 
cost improvement schemes, 
including strengthened scrutiny of 
business cases and investment 
proposals; and

• the introduction of more structured 
performance and accountability 
arrangements across Care Groups 
to support delivery of financial and 
operational objectives

Although management have 
demonstrated a more structured 
approach to financial recovery, 
including enhanced monitoring, 
governance, and accountability 
arrangements, many of these 
actions remain in progress and 
are not yet fully embedded.

Therefore, it is our judgement that 
the underlying issues relating to 
financial sustainability persist, and 
as such, the significant weakness 
previously identified in relation to 
how the Trust plans to bridge its 
funding gaps and identify 
achievable savings continues to 
exist for the year ended 31 March 
2026.
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Progress against significant weaknesses and recommendations made in the prior year
As part of our audit work in previous years, we identified the following significant weaknesses, and made recommendations for improvement in the Trust‘s arrangements to secure economy, efficiency and 
effectiveness it its use of resources. These identified weaknesses have been outlined in the table below, along with our view on the Trust‘s progress against the recommendations made, including whether 
the significant weakness is still relevant in the 2025/26 year. 

Previously-identified significant weakness in 
arrangements

Reporting 
criteria

Recommendation for 
improvement

Our views on the actions taken to 
date Overall conclusions

2 Care Quality Commission (CQC) Inspection

In 2022 the CQC completed an inspection of Hull 
University Teaching Hospitals NHS Trust (the 
Trust). The Trust was rated as ‘inadequate’ in the 
‘are services safe’ criterion. This rating reflects the 
‘inadequate’ rating that CQC gave the urgent and 
emergency care service at the Hull Royal Infirmary. 
The Trust was also issued with a section 31 letter of 
intent which requested the Trust take urgent action 
to address the significant concerns the CQC 
identified.

In our view, the CQC’s ‘inadequate’ rating in relation 
to ‘are services safe’, the ‘inadequate’ rating for 
urgent and emergency care services at Hull Royal 
Infirmary, and the matters identified in the Section 
31 letter of intent, are evidence of a significant 
weakness in the Trust’s arrangements for evaluating 
the services it provides to assess performance and 
identify areas for improvement specifically in the 
improving economy, efficiency and effectiveness 
reporting criteria.

Improving the 3Es

The Trust needs to fully address the 
weaknesses identified by the CQC. 
The Trust must ensure there is 
appropriate attention and resource is 
allocated to deliver the Action Plans 
it has developed to address the 
matters of concern raised by the 
CQC. It must ensure delivery of the 
Plans are monitored regularly by the 
Trust Board and relevant sub-
committees.

Based on our work we are satisfied 
there is evidence of the Trust 
continuing to take appropriate steps 
in response to the CQC findings. The 
evidence we have seen indicates that 
the Trust has made further progress 
in addressing the matters raised by 
the CQC, including improvements in 
key services and the closure of the 
majority of actions, alongside the 
removal of the Section 31 notice in 
relation to maternity services.

Continued overleaf.

It is our judgement that we cannot 
conclude the Trust have fully 
addressed the actions required by 
the CQC and as such the 
weakness continues to exist for 
the year ended 31 March 2026.
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VFM arrangements – Prior year significant weaknesses and recommendations
Previously-identified significant weakness in 
arrangements

Reporting 
criteria

Recommendation for 
improvement

Our views on the actions taken to 
date Overall conclusions

2 However, a small number of actions 
remain ongoing and further work is 
required to ensure that improvements 
are fully embedded and sustainable 
across all service areas. While recent 
inspection activity has demonstrated 
improvement in some areas, full 
re-inspection has not yet taken place 
across all key services. As such, 
while progress has been made, we 
cannot yet conclude that all of the 
CQC’s concerns have been fully 
addressed.

.
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VFM arrangements – Other recommendations

Finding Reporting 
criteria Recommendation for improvement

During 2025/26 the Trust entered into an agreement with an employee which in our opinion resulted in 
a non-contractual payment to the employee and a secondment arrangement to NHS England funded 
by the Trust. The Trust sought internal approvals, legal advice, and approval from NHS 
England.  However, in our view, this payment meets the criteria for obtaining approval from HM 
Treasury. We recognise that judgements in this area are often complex and thus formal documentation 
of the considerations should be maintained. The Trust should consider reviewing and strengthening its 
arrangements to ensure the requirements of the HM Treasury ‘Managing Public Money’ are met and 
approvals obtained and documented. 

Governance

In advance of agreement of payments which could be considered special, 
novel or contentious, the Trust should formally document its judgements on the 
classification of such payments and any required approvals to ensure that the 
requirements of HM Treasury ‘Managing Public Money’ are met.

As part of our work in 2025/26 we have identified one ‘other recommendation’
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Other reporting responsibilities

Wider reporting responsibilities

Statutory recommendations and public interest reports
Under section 7 of the Local Audit and Accountability Act 2014, auditors of an NHS body can make written recommendation to the audited bodies. Auditors also have the power to make a report if they 
consider a matter is sufficiently important to be brought to the audited body or the public as a matter of urgency, including matters which may already be known to the public, but where it is in the public 
interest for the auditor to publish their independent view. 

We did not issue any statutory recommendations or exercised our power to make a report in the public interest during 2025/26. 

Section 30 referrals 
Under Section 30 of the Local Audit and Accountability Act 2014, auditors of an NHS body have a duty to consider whether there are any issues arising during their work that indicate possible or actual 
unlawful expenditure or action leading to a possible or actual loss or deficiency that should be referred to the Secretary of State, and/or relevant NHS regulatory body as appropriate. 

We have not issued a Section 30 referral to the Secretary of State.

Reporting to the group auditor

Whole of Government Accounts (WGA)
The Trust is consolidated into Consolidated NHS Provider Account which is then consolidated into the Department of Health and Social Care (DHSC) group. The National Audit Office (NAO), as group 
auditor, requires us to report to them whether consolidation data that the Trust has submitted is consistent with the audited financial statements. In addition, the NAO may review our audit files in detail. For 
the 2025/26 year the NAO did not include the Trust in its sample of component bodies for review for the purpose of its audit of the DHSC group.

We reported to the NAO that consolidation data was consistent with the audited financial statements.  We also reported to the NAO in line with its group audit instructions. 

Materiality for the Trust under WGA is distinct from the materiality thresholds set by us for reporting to Those Charged With Governance. Component materiality is determined by the NAO and is used by us 
for the purposes of reporting to the group auditor. For 2025/26, the component reporting threshold was £1m for financial statements and £300k threshold for parliamentary accountability disclosures and 
regularity requirements. These are also used as the maximum thresholds we can apply for our reporting to Those Charged With Governance. 
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Significant risks and audit findings
As part of our audit, we identified significant risks to our audit opinion during our risk assessment. The table below summarises these risks, how we responded and our findings.

Risk Our audit response and findings

Significant Risk 1 – Risk of fraud in revenue recognition
The risk of fraud in revenue recognition is presumed to be a significant risk on all audits due to the 
potential to inappropriately shift the timing and basis of revenue recognition as well as the potential to 
record fictitious revenues.

This risk is compounded by the 2025/26 funding arrangements within the NHS and in the local 
Integrated Care System (ICS), placing an emphasis on funding adjustments based on activity 
reporting. The potential for adjustments increase the scope for manipulation. This may represent a 
significant risk if these funding adjustments based on activity, are material.

For the Trust we see the risk of fraud in revenue recognition as being principally in relation to:

• the recognition of income around the year-end (revenue cut-off); and
• year-end receivables.

We evaluated the design and implementation of any controls the Trust has in place which mitigate 
the risk of income being recognised in the wrong year. In addition, we carried out a range of 
substantive procedures including:
• testing receipts in the pre and post year-end period to ensure they have been recognised in the 
correct year and
• testing year-end receivables to ensure they exist and are recorded at the correct value.

We have completed our planned procedures and have nothing to report in relation to the risk of fraud 
in revenue recognition.

Significant Risk 2 – Risk of fraud in expenditure recognition
The risk of fraud in expenditure recognition is a significant risk due to the potential to inappropriately 
shift the timing and basis of expenditure recognition as well as the potential to fail to record actual 
expenditure.

For the Trust we deem the risk of fraud in non-pay expenditure recognition as being principally in 
relation to:
• the recognition of expenditure around the year-end (expenditure cut-off);
• year-end accruals; and
• the inappropriate capitalisation of expenditure.

We evaluated the design and implementation of the controls the Trust has in place which mitigate 
the risk of non-pay expenditure being recognised in the wrong year or inappropriately capitalised. In 
addition, we carried out a range of substantive procedures including:
• testing non-pay payments in the pre and post year-end period to ensure they have been 

recognised in the correct year;
• testing year-end accruals to confirm they are complete and are recorded at the correct value;
• testing to identify potential unrecorded liabilities; and
• testing capital additions to ensure that expenditure meets the capital criteria and aligns to the 

stage of project completion.

We identified a misstatement in respect of capital additions, comprising both an adjusted and an 
unadjusted element. This is set out on pages 43 and 44. Other than this matter, we did not identify 
any further issues in respect of the risk of fraud in expenditure recognition.

Appendix A: Further information on our audit of the financial statements
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Appendix A: Further information on our audit of the financial statements

Risk Our audit response and findings

Significant Risk 3 – Management override of controls
Management at various levels within an organisation are in a unique position to perpetrate fraud 
because of their ability to manipulate accounting records and prepare fraudulent financial statements 
by overriding controls that otherwise appear to be operating effectively.

Due to the unpredictable way in which such override could occur, we are required by auditing 
standards to identify a significant risk of management override of controls on our audit.  

In line with our methodology, we addressed the management override of controls risk through 
performing audit work over:
• accounting estimates;
• journal entries; and
• significant transactions outside the normal course of business or otherwise unusual.

We have completed our planned procedures and have nothing to report in relation to the 
management override of controls risk.

Significant Risk 4 – Valuation of Property, Plant and Equipment
Land and buildings are the Trust’s highest value assets accounting for £403m of the Trust’s £502m 
Property, Plant and Equipment balance at 31 March 2026. The level of estimation uncertainty arising 
from the extensive use of judgement in the valuation process along with the size of the asset base 
means that we consider valuation of land and buildings to be a significant risk.
Management engages Cushman and Wakefield as an expert to assist in determining the current 
value of land and buildings to be included in the financial statements. Changes in the value of land 
and buildings, including the use of modern equivalent valuation, may impact on the Statement of 
Comprehensive Income depending on the circumstances and the specific accounting requirements of 
the Group Accounting Manual.
We consider there to be a significant risk of material misstatement in relation to the valuation of the 
Trust’s land and buildings as a result of the below:
• high degree of estimation uncertainty associated with the valuations;
• level of judgement applied by management and the valuer in estimating current values; and
• extent to which the valuations are reliant on complete and accurate source data on individual 

assets being provided to the valuer.

Our approach included, but was not limited to:
• liaising with management to update our understanding of the approach taken by the Trust in 

obtaining valuations;
• assessing the scope and terms of engagement of management’s valuation expert and the 

competence, skills and objectivity thereof;
• reviewing the work of management’s valuation expert and how these have been incorporated into 

the financial statements;
• reviewing the valuation methodology used, including the appropriateness of the modern 

equivalent asset valuation basis and testing the underlying data and assumptions; and
• considering the reasonableness of the valuation by comparing the valuation output with market 

intelligence and challenging the Trust and the valuer, where necessary.

We have completed our planned procedures and have nothing to report in relation to the risk of 
Valuation of property, plant and equipment.
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Summary of unadjusted misstatements

Unadjusted misstatements SOCNE/SOCI SOFP

Description Nature Dr (£ ‘000) Cr (£ ‘000) Dr (£ ‘000) Cr (£ ‘000)

Dr: Payables (capital payables)
Cr: Property, plant and equipment

We identified an error in the calculation of a capital accrual (relating to Property, Plant and Equipment). The accrual was 
calculated using the total (gross) project value, while invoices deducted were based on net amounts. As a result, the 
calculation was not on a consistent basis, leading to an overstatement of £22k in the capital accrual balance, with a 
corresponding overstatement in Property, Plant and Equipment. When projected across the wider population, this 
equates to an extrapolated error of £1,008k.

Extrapolated 1,008
(1,008)

Dr: PPE - Assets under construction
Cr: PPE - Plant & Machinery

During our testing of capital additions, we identified one asset that had been recognised as Property, Plant and 
Equipment (PPE) despite not being ready for use at 31 March and therefore should have been classified as Assets 
Under Construction (AUC).The resulting actual misstatement identified was £1,912k. Based on extrapolation of this error 
across the population, the total projected misstatement is £3,770k.Management has corrected the actual misstatement 
of £1,912k; however, the remaining extrapolated element of £1,858k remains unadjusted.

Extrapolated 1,858
(1,858)

Dr: Other payables
Cr: Operating expenditure

During our unrecorded liabilities and expenditure cut-off testing for April and May 2026, we identified nine invoices 
relating to the 2025/26 financial year that were either not accrued, under-accrued, or over-accrued, resulting in an actual 
misstatement of £165k and an extrapolated error of £908k, giving a total estimated misstatement of £1,073k.

Extrapolated

(1,073)
1,073

Aggregate effect of unadjusted misstatements (1,073) 3,939 (2,866)

Appendix A: Further information on our audit of the financial statements

We also reviewed the cumulative effect of immaterial unadjusted misstatements from the prior year, and we have concluded that there is no material effect on the 2025/26 financial 
statements.
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Internal control observations 

We raised five recommendations to improve the Trust’s internal control environment in 2025/26. All recommendations were accepted by the Trust’s management. 

We raised one control recommendation in the prior year which has been raised again in 2025/26. 

Appendix A: Further information on our audit of the financial statements
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