
4th Floor 
102 West Port 
Edinburgh  EH3 9DN 

T: 0131 625 1500 
E: info@audit-scotland.gov.uk 
www.audit-scotland.gov.uk 

08 December 2022 

Richard Leonard MSP  
Convener  
Public Audit Committee  
The Scottish Parliament 
Edinburgh  
EH99 1SP  

Dear Convener 

NHS Highland 2021/22 Annual Audit Report 

The 2021/22 audit of NHS Highland has concluded and the auditor’s opinions on the annual 
report and accounts are unmodified. 

I am writing to advise the Public Audit Committee that I have decided not to produce a 
Section 22 report on NHS Highland this year. 

There has been ongoing Parliamentary attention given to NHS Highland in recent years. In 
December 2021, a fifth report in eight years on issues of financial sustainability in NHS Highland 
was presented to Parliament. Previous reports highlighted a series of concerns covering 
financial, performance and governance issues. The 2021 report commented on the progress 
that the board had made under a more stable leadership team and financial management had 
strengthened alongside some improvements in governance and service delivery. 

The 2021/22 audit shows that NHS Highland delivered a break-even position, achieving a small 
surplus of £0.46 million against its Revenue Resource Limit.  A breakeven position was also 
achieved against the Capital Resource Limit set. The financial plan for 2021/22 required £32.9 
million of savings to be delivered through the board’s cost improvement programme (CIP). 
£20.46 million of savings were delivered against this target. Scottish Government provided 
funding to cover all costs associated with COVID-19 and to cover slippage on the CIP. 

In common with all NHS bodies, the Covid-19 pandemic has had a significant impact on the 
focus and priorities of NHS Highland, and the effect of this on the board’s longer-term financial 
position and savings targets is still uncertain. The board’s financial plan for 2022/23 identifies an 
initial budget gap of £42.27 million with the CIP programme expected to deliver £26 million of 
savings. This leaves an unfunded budget gap of £16.27 million at the start of 2022/23. 
Discussion around this unfunded element is ongoing with Scottish Government and the auditor 
will continue to monitor this in 2022/23. 

The 2021/22 annual audit report notes that NHS Highland have demonstrated their continued 
focus on culture, including the resultant Healing Process following John Sturrock KC’s review of 
cultural issues relating to bullying and harassment allegations. From a review of Board and 
Committee minutes and papers, the auditor found that there was clear and transparent reporting 
in relation to both the Healing Process and culture in general. In addition, independent insight 
and assurance has been sought from the Independent Review Panel and Internal Audit, 
reflecting NHS Highland's continued focus on assessment and improvement in these areas. 

https://www.audit-scotland.gov.uk/publications/the-202021-audit-of-nhs-highland


In November 2018, in recognition of the challenging financial position and wider organisational 
and governance issues within NHS Highland, the board was escalated to Level 4 within Scottish 
Government's NHS Scotland Performance Escalation Framework. Following a review by 
Scottish Government in June 2021, NHS Highland moved down to Level 3 in the Escalation 
Framework, reflecting certain improvements in finance, governance, leadership, culture and 
mental health. 

In November 2021, Scottish Government agreed to allow NHS Highland to manage oversight of 
its own escalation and de-escalation, rather than set up a Scottish Government led Oversight 
Group. The Chair of the Board provided the Scottish Government with a letter of assurance that 
NHS Highland have made sufficient and sustained progress and recommended de-escalation 
for governance, leadership and culture. Scottish Government officials have noted that Level 2 
escalation allows for continued monitoring. On that basis, and given the evidence base, they 
recommended de-escalation to Level 2. On 21 September 2022 NHS Highland was de-
escalated. NHS Highland will remain at Level 3 for financial management and mental health 
performance until further progress is made in the provision of mental health services, and a 
national review of NHS Scotland’s financial position is complete.  

The auditor will continue to monitor NHS Highland’s progress during 2022/23. 

Yours sincerely 

Stephen Boyle 
Auditor General for Scotland 
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Service Fees £

mailto:joanne.e.brown@uk.gt.com
https://www.grantthornton.co.uk/globalassets/1.-member-firms/united-kingdom/pdf/annual-reports/transparency-report-2021.pdf
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International Standards on Auditing (UK) (ISA) 260, as well as other ISAs, prescribe matters which we are required to communicate 

with those charged with governance, and which we set out in the table below.  

Our communication plan

Audit 

Plan

Audit 

Findings

Respective responsibilities of auditor and management/those charged with governance 

Overview of the planned scope and timing of the audit, including planning assessment of audit risks and wider 

scope risks


Confirmation of independence and objectivity  

A statement that we have complied with relevant ethical requirements regarding independence. Relationships 

and other matters which might be thought to bear on independence. Details of non-audit work performed by 

Grant Thornton UK LLP and network firms, together with fees charged. Details of safeguards applied to threats 

to independence

 

Significant matters in relation to going concern  

Views about the qualitative aspects of NHS Highland’s accounting and financial reporting practices, including 

accounting policies, accounting estimates and financial statement disclosures


Significant findings from the audit 

Significant matters and issues arising during the audit and written representations that have been sought 

Significant difficulties encountered during the audit 

Significant deficiencies in internal control identified during the audit 

Significant matters arising in connection with related parties 

Identification or suspicion of fraud involving management and/or which results in material misstatement of the 

financial statements


Non-compliance with laws and regulations 

Unadjusted misstatements and material disclosure omissions 

Expected modifications to the auditor's report, or emphasis of matter 
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