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REPORT OM THE AUDIT OF THE FINANCIAL
STATEMENTS

Quwr opinion is unmodified

‘Wiz have auaitad the financial staterments of Countess of
Chaster Hoapital NHS Foundation Trest {7 the Trust™ | for
thayaar anded 31 MMarch 207 8 which compriss tha
Statmmant od Cormpesshens e ||||..-:rrr'-e'.I Sratement of
Financal Position, Stajemeant of Changes In Taxpayars'
Equdly, Staternent of Cash Fows, and the elated notes,
mclieding the accounting pobsies in nota 1

I gur apdinicn

— the tinaneiel statemeants give a tiue and tfair view of
the state of the Trust's affairs as at 31 Measch 20705
and of 113 Incorme and expanditure for the yaar than
anded; ard
the Trust's financial suatermens have Deen propearly
jireperedin acoordence with ihe Acomunis Ciractlon
izgued under paragraphs 24 and 26 of Schadula 7 of
the Maticnsd Health Serdce Act 2006, the NHS
Foundation Trust Annual Reporting Maruas 20181 &
and tha Degartmant of Heslih and Soceal Cane f—'-:-:_|||||
Accaurting Manual 2018718

Bess for apinian

We conducted aur audit in secordance with Fntarmaticeal
Standards on Audifing {LEE 158 (LK) and applicabds
fasv. D responsibaitios are described befow, We hawve
fulfilled our sthical responsisliiea under, and ara
indepandent of the Trest in accordancs with, LIK -athicil
raquirements including the FAC Ethical Standiad, We
badicya that the Sudit svicdinos wa have ohlainad 2 &
sullicient anel appropeiebe bDasi o our apnion.
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2. Materis! uncertEinty reloted to going condern

Ouir response

Wa draw attention konote 1.0a 13
the tnancial statameants which
indicatas thed The Tries! s oullam
postic far 20181 B was 8 defasit
off £13.2 millian after impsEmmenta
of ££.1 million ageirst a planned
syrpius of £2.9 millinn, Durang the
saar, the Trust recosad £68.7
rifllion af miedkmn resenue support
froon the Department of Health
arid Socal Care \DHSC.

Thes Trust's Firmncis! plans Ton
FOID20 sberes & farpcast
Breskevean position. This inclecas
cost sendngs of £9.4 miion, £3.7
rritlicm of which are curranthy
unidentitied and £5.9 milhon ara
gy risk. Thizalss inclides an
assumptian of further DHSC
renvanue sugapart of £7.7 millian in
the financial vear (net C1.3 miflion
after regenyriants schaduled in 04)
ardd £2.5 million of capital Support
Withaut this cash suppart, the
Truat would not be albéa 10
continue o opamie. A1 prassn,
thers ara no vinbie means tor the
Trust o rapay its axisting H {54~
suppart leans of £38.7 milllan, o
arty rene anes which eie receved
churimg 20120,

Thaa avents and conditicns,
alpng with tha o maters
explsined ih note 1,18 constitute a
e teral urcer Bty that may Casl
significant doubt o the Trust's
abdlity to continae as a geing
COnCanm

i cpirion is not irecliied] w
rempect of thisg matier

Digelosure quality

There & Inthe judgernent imaoched i thae
Accounting Oificers conclusion that the
risk= and circumstances dazcnbead @
note 1. o the Enancial saiemants
repesent 8 matanal uncartainty owver the
allaility of e Trust 1o contlnue ss 8 golng
carcern for g persod of gt least o year
from the date of approval of tha financial
Etatemants.

Hrwoar, clear and full dacasure of the
Tt and the Acoountng Oiflcer's
redila 1or e uss of the going
carsarn besls of preparation, ncludirg
that thera i= & relatad matarial
uncevtainty, is & key financial statamant
dlis=haEiira and 50 was the forus of o
dupch in this ares. Auditng standanda
require that to be reported 65 8 kay e
rmatiar.

Cur procedieres inc|udsd

— Assessing transpanency: we assessed the
cormpletenaess and socuracy of tha mattars
ceneared in the going concemn disclosune by;

— Using our professiana judgameant

tey detarmine whathar the basis of
proparation note adeguataly
descibas the challempss fecing
e Trust;

Agraeaing the fmanzial belenoes
disclosad back o tha Trust’s
fimancial statsamsnés for 20MES
and their fingncial ptan for
209820

Aggraening the axtant fo which
et cost impronsamant
gefErmss wers achisvad in
201219 and identified for 2018720
Irs Baagecd napar b st 1o the
firsancal plan far 201820,

Insgecting the number of matserisl
ocontrects with comimissioners
which hava haan agraad (ar
2018020

Irsgesctingg tha Trust's cashi flow
ferecasts arel the requiremeant of
sdditicnal distress funding,
includinig agreaing the belncoes
dravwr dewen 0 Apnl 2003 and
May 2018,

Insgeoscting the sarms of the leans
snd considenrd tha timing of
{uture repaymants and tha
anvailabiliby of fundiog; and

Lonsider g Srg-anm [oracests
o essass tha cash and loan
possition imthe Toesl,
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3. Key audit matters: aur assessmeant of rizks of matarial misstatement

Eond auidit mallars are those matters that, inour prafessional judgment, ware of most significance inthe awdit of the financial
statements and include the most significant aszassad fisks of matedal messtaterment [whathes or not des to fraud) idend fked by
ua, including thosa which had the greatest offect on:the overall audit strategy; the allecation of resaurces in the audit; and
diracting the efforts of the engagement team. These matters weara addrazsed in the context of our audit of the financial
statemants as o whebe, and i formisg our opinion therzon, and we do not provide & Soparata opinion on fhess matiers. Gaing
cargerm is @ significent key audit matter end ks described in saction 2 of cor fepail. by aiiving at ow audl opinion sbove, the

ot kay audit rmatiars, nodacreasing ordar of audit significance, waane as bollees:

Thie Figk

Chur rspons=n

WValuation of land and
buildings

Land and buitdings 653
rrilicn; 200 A8 £74.7 millicn)

Fefar Ta page 48 (Aot
Coammiitee Repart), nofe 1.6,
T.20 faceaowrting palicy snd
note 8 ffinancia disclosuras -
Annps Accoenis)

Subjactive valuation:

Lt @ buildings dre reoueresd to b
maaintained #t up to dale estimates of year-
read iriarked walus in exlsting use ELN] for
nen-epacialisecd property BESSIE in
aperational use, and, for specialisad assets
whera no markat valus is rsckly
ascertainable, the degreciated replacement
cost ARG of a modkem equivalant gasel
that has the sama sevvica patential es tha

axisting proparty (MEA)

The= Trust's accaunting policy raguires an
aninual revias for impsicmen|, & peroa
sk tog valuation (usdally every thres
oS and a full valaton (ususlby in five
wamly infarvals)

When considering the cost to bulld a
rapiacarment gased the Trust mey conalder
whether the esset would be bailt ta the
=ame apacifcaton of n the same lecation
Assumptions about ckangas to tho asset
kst b raalistic.

Thee valusatian (s undertaken by en external
axpart engaged by tha Truss, using
canstniction indees and 5o accurate
racords of the currant estete are reguiraed

Yaluations ars inharently judgmental, There
Bs arisk that the mathodology, assumplions
&l undedlying datn, ara not appropriate o
correctly appliad,

The Trust last hed a full valhston ot 1 Al
2016, An interim deskion valuation was
performad @t 31 March 20719 mesulting ina
E% milliton decrease n the valua of the land
and bsldngs.

Apcounting Treatment

There is a risk that tha vauation is not
applind to the fironcal sktement babnoos
appropriataly ta racoogaise e valuaton
gming and lmpsalrment insaes in lee with the
reqyuirernants of the Departmeant of Heastih
Group &ccounting Manual 208179,

Thiz oifect of these matiers is that, g part
of ourrisk asmassmeent wa detarmired that
the valuation of knd and taldings hasa
higgh degree of astimation uscartsinty, with
g potential range af reasonsble cuteames
greatar than our rrataraiiy for the financisl
statements 55 8 whaole, and possibly many
tirnas that amdint.

Qr procodiures included:
— Assessing valuar's eradentials: W

assesand tho competancs, capability,
ohjectivty and indepandence of the Tust's
axrarnal vatuer and considered the
information provided to the Trust in 200818
far consistancy with tha requiraments of the
DHSC Group Actounting btanua,

Tast of dataik Wa antially assessed the
Trust"s tormal considaration of indssations of
impaitrment andd saphes esseds within its
egtate, meluding the process undedakan

Taost of datall W tested the aooursy of
the estate base datn provided to the saloar
to cormmdate thin daskiop valuadicn fo eiEUre
it pecermately reflected the Trest's eatate.

Methodology cholea: Wa critically
gespased] the assumptions wsed in prepaing
the desktop valuation of the Trusts land and
huikdings to arcure. by Weang approprata.

Aecounting analysis: We undertook ek
to understand tha basis upgon which any
movamanis in the valuation of land and
buikdings bad bessn slassified and (rested o
the financial statements and detarminaa
whiedhar thay had cosmplied with the
requirernents of the HEC Group
Ancowmiting Manual 201819,
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3, Key audit matters: our assesament of risks of materal misstatement [continued)

Thia risk

CIiF FespOIGs

Racognition of incoma from
patiant care activities

Income tromactvities {E217.0
rnifion; 201 T8 E211.4 milkan)

Hafer ip page 45 ot
Coneraiites Aeportl o 1.5
facran g i) and mote 22
anid 2.4 finencial diselheires -
Annpal Acooupnis)

Effocts of irreguloritios

The maln soures of ncome for the Trust is
thea provvisacn of healthcara sarsces to the
pubbc under conrtracts with SHS
COMMITIESHErs

Tie: Tt palhCisates In e nanons]

Agreemment of Halenoes (o) axenciss for the
puenpoaEe of ansuring that Inte-HHS balances

are alirinatad on the consobdation of tha
Department of Hoalth's resourcs accounts,
The BoB awancizs dartifas misvaiches
betwazen: incorme and axpenditee and
racenvaidiaand payabla balances rapognesd
b thie Trust and ifs commissionars, which
will be rasched altar the date of approwal ol
thesa francial staternents,

dis-matches cen ooeur for B numbar af

ragsons, but tha most significant erise wana,

— the Trigt aned Commissioners record
ditterent ecczuals for coamgleted psods
i haalthoare which binss ol v21 BSen
inwikond, of

— income redating o pertially complated

paicd of healthcars is apportioned across
the financial years and the Commissonons

ardd the Trust maka difiersnt
Apportionment assurmptions.

Whora thers is a lack of agreamant, mis-
rratehes can alsn b odasgified as farmal
disputes ag set ot in the relsvent contract

Our precedures includad;
— Test of detail: We corrpared the sctual

ircarree b the Tiwesta most significant
cammssoners agalnst the block
caittrasts agraed ot the sterl of the wear
and chacked the wvalidity of sy sigrifican
wariations babwaen the actuml inaarmes
and the contriat via agreament fo
appaopagate thicd party confirmtions,

Test of detail We inspected
canfirmations of balancas prvidad by

the Depertment of Hoalth as piart at tha
Aot exarcisa anid comparad the relavant
incarrey seorded n the Trust's financial
statarnents to the expandibure balances
recoedad within the accounts of
Commissionars. Whare sprdicalie wa
investigatad varances and reviewed
ralevant comesponidance to assess the
regsOimbileness ol the Trust's approach to
recognlaig imcarre fram Commissiones;

Test of detall: Wa consderad the impact
of any idantified audi adjustments onthe
clalary of the Trust's control tolal @nd
reconciled The year-and parfarmanca to
the ﬂri-ulni-l] Han to undersLand Hiy
Aavlatiars.
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3. Key audit matters: our assessment of risks of materinl misstatement (eontinuad)

Thea rigk

Cur responsa

Accrund oxpanditure
recognithon

Trade and other povaldes [E3002
rrlicry; 200 AR £10.2 midlson)

Oiher liakiltes defarred income
{E2.45% million; 20171 £1.74
mrillion)

Prenagsions £1.8 million; 2017718

£2.6 mitlican)

Fefor wo page 45 (Al
Corrvmities Aepondl node 1.5
1.8, 111 faccounting ooy amd
nofa 1.2 dand 1 Timanos)
dischosnrgs — Annus Accorrtsl

Effects of iragularities

Ax mast public bodias are ned spendirg
bxcailas, heen 11w gigk al matedial
missteternent dus to fraud related 1o
axpanditure recogniticon mey e graater thon
tha risk of fraud related to revenue
recypmition Thera is a sk that the Trust
ey manipulate expandifufe to moot
exteraly sol argets and we bad regerd 1o
this when planning and performing our awdet
proceduras

Thie risk doas not apply to 8l expenditire in
the parod. Tha incantivas for fraudolent
mrpsEncimn fenogrbion relate o achieving
finansial targete and the key fisks relate to
the manputation of creditars and escried
non-pay expenditure &t year-snd, as wall 15
the completersss of tha recognition of
prl:f'fl-siﬂhﬁ- o the Inappropras relaass of

HE SR Proaskn.

Cur procechires mcluded

Test of detall: YWe inspected sl mataria
iterraal espendiune inthe Masch and
April 20148 casnbooks and eyvaluaied
whathwal these hid baan sccaunted Tor
corrmctly by referarnes to when ihe
mervize harl by dalorod;

Test of detall Wa inspected all material
iterms al axpendiura in the Aol 2013
bank stataments o dentiy 1T therswens
army unracircked Balalities that ahould hvée
et mocounted lor in the 201H 2
fmarciad slalamanis,

Test of detaik Ve wouched & sanple of
individuad accruzls e supportng
domurranietiin 1o conlim the rmathod of
catleislation and 1o eontim incuian in tha
cxrent parrd;

Test of detalk We considared the
comglaienass of provisions easad on our
cumulame krowedge aof the Trust,
iricjuirias with Directors, aod spection of
legal comaspondence. We conaldansd
wehalhan thare wera events that would
raguire 8 contingont liskdity disciosure in
tha accounts. Wa akso considenad the
eppropriateness of releases of prossions
rracke b year by oritcally aaaessng the
|ustfication far the relsase against the
relavant aczounting standards;

Tost of dotail Weo vouchod 0 semglo of
journals postad batoras and aliar 1he year
Al b supporting documentation to
cefrm inchugion in the correet pariod and
to critically assess whathear zny manusl
adjustmants to sxpenditiie wars
e a 5 |

Tost of datail: Wa vouched 8 sampla of
el o hatances to Aupporting
docirrentetion and post yaar-and cash
peyrmants o agres tha comact traatmmsnt
&5 8 payabie at year-Sn,

Tast of datail; We inspescned
confirmations of balancea proviced by
the Department of Health a5 pat of the
ApB exercise and comparad the relevant,
payables raconded in the Trust's financal
Slalerrents 1 the receivables balances
resitlad within the accounis of athsar
preriders ard other bodies within the
AoB boundary. Whera appiicabds wes
irvastgated vanances and reviewsad
relenant corraspaonckanon D RRSRSS the
redseablensss of the Trust’s approach to
recogniaing expenditurs b ather
providars and other bodies within the
Anb baundary
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4. Dur application of materiality

hdaterality for the Trust financial statemants 25 8 whole sweas
siat at .0 sl {200 301 B £3.8 rellicn), desenmined with
references 100 benchmank of wial revenus fof which
fepieLanis approsimataly 175 (207718 1.75%], We
soriskder oparating Evzome e be more stable than o seples-
or defict-related banchmerk,

e presad o maport 1o the Sudit Commemitiee any cormac ke
and uncorrected identifie:d misstatamania ascaacng £200
thomsand (21 74 82200 thousand], in additon o other
iantified miss@ternonts that werranted eparting on
guelitetive grounds.

Cour pudit of tho Trest was undartakan fo e mistanial y level
specified above snod was 8l parformesd at the Trust's
headquaness in Chester,

Materiality

Total revenue £4.0m 1201 718: £3.9m)

E238m (20171 8: E238m)

Ed B imiliain
Trad whela
finsncial
slalemants
miatariality

|3 7 £3.9mi

E200E
Kisstatemenls
raportad 13 tha
=T commities
1307 8 ROk

® Total ravanie
B datanslity

5. e have nothing to report on the other information

in the Annual Repart

Tha dirsctons e reeponsibés for the other informaticn
mesented in tha Annual Repaort (RGerh with the
financial statarmants. Our operon on the Tnancksl
statermuents does pot cover the other information and,
sooardinghy, we do nol exprass an saddd opinkon or,
waocepd ns eapdisitly stated balow, any form of
ASEETANCE COMCILEion tharson

O rasponslall vy s 1o read the: other informaticn snd,
in doing 5o, consider whethar, based an-ous finencal
stptamants audit week, the Informeation therein is
mtarially misstatad or inoonaistant with tha financel
shaterments or aur audit knowledge. Besed solaly o
heat woork v hanva not identiled rrstanl
misstatemants i the othes infonmatian,

In our opinion the othr infermation inciudsd in the Aol
Meport for the financal year is consistent with the financial
SLOTEMEnS

Ramwmarstion report

In cur opinion the parl of e reinunension repo e
audited has been propedy prepared in sccordance with the
WHE Foundation Truss Anniml Repoiting hamual 20918148,

Corpodale govenance disciosunes

Wie are recglirsdd to report oo i

— wwi have identified matarigd inconsistancies boiveen the
knowdedga wa acquirsd duing our Hinsncial stalemesnts
audit end the direobors” statement that they considar
theat the-annual report &nd financial stetemants teken as
A whoie i fair, balnced snd undarstandable ard
prowitas the information necassany for slakenoibans 10
as=ass the Trust's positon and perfarsancs, business
rmodied and Sty o

— e saciion of theannual report desenbing the work of
the Augit Committes does not appropiataly addrass
rema i es. eomimunicated by us o the Sudit Commities,;
o

— the Annial Govaroaice S leren] doss aol talbect the
disclosure requirernents set cut in the NHS Foundation
Trust dnpus Raporting Manual 200819, is misleading
o is ot conalstont with our knowledge of tha Toast and
othar information of which wa are meara frorm o adil
of the financial stetemants;

Wa have nothing to regpodt in thesa ressecls:

Raspective responsibilitias
Apcounting Olar's responsibilltas

As explained more tuly  the statament sat 0wl on page
74, the Accounding Cificer & respansibie for) the
preparation of findncial statarants st give & trie and fair
sy sl intamel Cofiticd as they datarming s nacessany
to enahle the preparation of financiel stataments that ars
frisa Troem rruiesial misainiermant, whothar dus 1o faud o
arrar; aasoaging the Trust's akility 1o continua as a gaing
coneam, disckasing, e applicable, rreners related 1o golng
cangern; and using the going concam bass of accounting
uribass (hwe e heen informed By the relevant national
Body of the intention to disschea the Trust withoul the
fransiar of ils sarvices o anather public sector entity
Auditor’s responsibilites

Ol ohjectives arg to obitain ressananle essuance about
whather the fimancial staterments a5 & whele ara free from
matarinl mesatatamant, whathar dus to fread or arror, ard
tx IS our opindon in an suditor's report. Reasonabha
assurancs is a high kessal of assurance, but does ot
guammntes that an audit condiscted in acconrdence with |5As
ILVED welll alwwanes cetact a rmaterial mssistement whan it
#x|s1a, Wissmlaments can ariss from faud or aror and are
conskdared matanial i, individually or in sgeregais, they
could reasonably be cogeacted to ndheamse tha coaramls
decisions of uears takan on tha basis of the firancsl
stalsmenis,

A buller descripticn of our regponaibilitias s provided on tha
FRC's webaita at v frg.ong Ul diior sres ponsiilitias
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REPORT ON OTHER LEGAL AND REGULATORY
MATTERS

Wa have nothing to report on the stetutory reporting
matters

W ara raquired by Schedula 2 to the Code of Audit
Fracice issued by the Comptoder and Auditord Goneral ['the
Coda of Auwdit Practica’) 1o rapart 1oy il

— @iy reports to the reguikston ke Deen macks under
Sehedule 1005 o the Mational Haalth Sarvica Act 2008,

= gy it lers beve besn reparted inthe public interest
under Schedule 10630 of the Matieal Haalth Saracs Sl
20004 in tha courss of, or at the end ol the sudil

We hava nothing to report (0 Feess respects,

Our oonclusion in respect of our work on the Trust's
arangemeants for soouring econamy, afficlency and
offactiveness in the uss of resources Is quaelifiad

Linder the Code of Audit Practics we aie mquired 1o raport
to you i the Trust bas nol msde propes anaagement for
sECUTing coananyy, =iicensy ard elfectivensss in ths uss
of mescunces,

Cluigliligch conciisiod

Subject o the matters outlimed in the bisis for qualfied
conclusion paragraph beknes wae-ane saistied that In all
cignificant respects Countess of Chester Hospitl NHS
Fondation Trust pul in plce proper amangemeants for
semEig eoanarmy, efffcancy and affectiveness in the usa
af rascaces for the wear ended 37 Merch 2018

Basas for gualified conclusion

The Trust's suthers (kesiion To 2018/19 veas a deficit of
E13.2 raflian alter rpairmenta of £6. 1 million egainst a
planned sarplus ol £2.9 milon, Dudmg the year, the Trust
received B8, 7 mbllican of Interion resenuas funding frerm the
Dapartrrant of Health and Social Cas DHS0.

The Trust"s finondal plans for 20168/20 show aloracast
breakeven positkn. This incheles cost savings of £4.4
millian, £34.7 rmallicn ol which ers cumanthy unidentifiad and
£5.9 rdllian at which are high nsk. This also incluadas an
assurrption of further DHEC ravenus support of £7.1
rillian in the financial vear fral £1.3 mmillioes after
repaymients scheduled for 041 and £9.6 million of capital
support. The Trust has aready draswn down £3.45 million of
interm reven e funding in 2070820, Withaut this suppaort,
the Trust waauld mot be s to continug 10 Operaie

Whilst the Trust hes identified efficlency schemes that will
support the achievameant of The Trust's short-term financial
plans, (b5 long-Sermn plans ane not yet sufficiently progressid
Lo achicws @ Dieak-avan positian i the foneseasble fules o
an ability to repey the koans from the DHEC,

These lssues ane endidancs O ‘weknasses in fropel
arrangements for plnning finsses sllectvely o support
thi sustginable delivery of the Trust's strategic pricditiss
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Respecive responsibdties in respact of o revies of
arrengements or securing acoaonty, afickency and
effectivanass in the use o nEsoUices

The Trust s resporsible for gutling in pleca proper
atrangerments for sacuning aconomy, allickncy and
affectivensess in the use of resources

Under Section G21) and Schedula 10 pansgaph d), of tha
Hatignal Health Service Aot 2006 we have a duly fo setisfy
oursalvas that the Trust has mede propar arranpements for
sacang econoimy, effciency and affectiveness in the Uss

of rescurces

Wia are nat requered Lo considern, nor hawe voe consicened,
whather all aspacts of the Trust's srranpemeants v
sacuring aconommy, alfciency and effectiseness in the use
af resodrces ane gperating etfectivaly.

Wi hasve yncartakien our review in secondance with the
Cocle of Auidit Practice, having regard o the specified
aritarion issued by the Comptoier and Aeditor General
|CEAGH in Mavemiber 2017, 63 12 whether the Trust kad
proper arrangemants 12 ensure it inok propedy informed
dlecigions sl deployed resources to achieva plannod and
austainabla outcorras for texpayers and ool people, We
planned our werk in accordancg with the Coda of Addic
Proctica and relatad guicanca. Basid on o risk
assassman, we underiook such work as weaconsiderad
mECEREAnY,

Feport on our review of the adaquacy 4l arfanoaments tar
sacuring sronceny, @lfcisncy ad afleclsainess in Fe dse
al msourceEs

Wi arg rogquired by guidence issued by 1ha CAAG urcder
Paragraph 2 of Scheduba 6 to the Local Audit and
Accouncabafity Act 2074 bo reporl oo Py Gl wioek
addressed any identified sigailicant reks foooer conosomn
on the adeguacy af the Tiust's airengements Ton secieing
soanarmy, sffciency and effectiwaness in the wwe of
resaurcas, The 'nek’ inthis cese is tha riak thal we coukd
corme-doan insoirect conclusion n raspest of the Trust's
arrangements, rathar than the risk al ihe arandesrssnia
themsahes baing imdequals

Wilg oafry out 3 risk assossment 1o determing the natuds
ard ixtant of further woek that mey ba required. Our risk
assensiant includes considaration of tha siqnilicanos of
business and operational risks fecing e Trest insofar as
they relate b ‘propaer arrangements”. This includes sactor
arid crganization level fisks end drives on relesent cost and
perfermancs information as approgriats, &5 wall a#s the
results of reviews by Epectorales, Teview AQences and
othar relevant bodies.

Tha signiticant risks identified during aur nak assessment

are sl cul gverleal ogether with the findings from tha
whnrk v armied cal an dach arau.



Significant Aisk Duscription Wark earried out and judgemeants

Owverall financial performanee Due o8 combeation of regulatory Clur wiark inchuded
aAcnitiny snd slgnificent linanciad
ch i mmg sector s locall —  Perloaming an analysis of tha

SR ¥ Trust's forecast positian against

across The kealth ecanonmy, we plan:
urdortook & cetaiked ravienes ol Hha J
Trumt's arranggrmients for planning it = Conssdaring the cove assumphons
firancas affecthvely to suppior the in the Trust's 201 9720 Anndal Plan
suataineble delivery of strategic SUNTISSION,

priarities and the mantenance of (k5

statulory fiivetions. -— Cronsrlerirgg the exient to which

recifman] coat impravamant
sahemes weee achieved in 200819
ard identified for 201 9030; and

— Reviesviing 1he inmibe of rsatarial
pontracis with commEscians
wehich had besa agraad for 2009020
arwd the supporting tisk anaiysis s
repartsd to the Boasd.

Our findings on this risk ares;

The Trust reported o defict of £13.2 millian
after impairments of £8,.1 million in 201819,
The Trust achieved £5,1 million of cost
savirngs in 200 BY of which £1.76 millin wiss
recunent, againsta argat of £10, 733 mislicn
in waar, The et o 20 8020 s £204 million
weith £2,7 million currenthy usidentified and
profiled tarmonth 12,

The cerrend 2001 20 fonscasts show a (s
Imparmants) plnnad bresoeen positcn.,

Thiz haa been ogrecd with HHEL Contrasts
weith them Trust's madm English CorriFr S rr,
Whast Cheshive OCG, howe besn agraad for
F0820, thowgh the Trust is yet ko agrae he
contract with its second lagest

COTTATSEIOnET

Whilst the Trust has identified efficiensy
schamas that will support the achievemen) of
the Trest's shor-termn financiol plans; its long-
ferm plang are not yat sufficently progressed
toachiowe an underhing break-even poslon in
tha toresasatie Tuture o @ EiEny 10 eody he
loans frorm e DHSEGC,

Thiase |ssues e evidence of weaknesaes in
peopar arrangerments for plennang financas
etiactively o suppet the siestainabbs deliseny
of the Trust"s strategic priofitos
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Signlficant Risk Description Work carriad out and judgaments

Borrowing and cash levels fs at bManch 200H tha Trwst had £36.6 Cour ok inciuded.
mmillion ol loans from e Cepanmment o _ Radowing the Trust's cash flow
Heasalth, irebucing £6.7 million al interiim foracasts and the uss of disyess
reverwe funding drssn dowen in 17718, fuanding;
Tha Truat has drawn down an additional _ Bewdening oorrespondence with NHS
Ef T million of interim rewanue Tunding Improvernant around the Trust's
in 1813, and has drawn dotwn £1 58 currant financisl heatth, fnancisl risk
millicin ol intendim rieveraie I'ull:!il'g 1] ratings and rEqui:lEl‘l‘rE'l'l‘tE de furthes
April 2013, with a further £1.87 million distrass i

draswrchon inbday 20015
—  Confimang the terms ol the kbans ta

The Trust is @lso in the process of consider e timing of future
applying for a capital o of £6.8 méllion requayrents and thie evailability of
though this is Sl wel 10 e approved funding!

Cash balanogs arn mondofed on 8 d8ily  _  Coneidaring the cwarall leval of dabt
bakzst te infern the Trst™s quarterly within the Trust and impact an cash
cash-ficw forecasts. Flon fomecasts Tor dabl sendcing
The current leval of borrowing cosls; end

increasas pressure on fnancial - Revewing long-lerm forecasts to
parfarmancs vith incraased detd asaeas the cesh and loen positian in
BErviCing costs, the Trust to suppot the going

GONCEE AssAsETHEN],
Car findings oii this fsk arsa:

Wha ara satislied that the Trust has approphate

arraigemems in place ta:

- hdanege working capital, including
inrarasting cash flenes requesmean s ona
guior besty badas;

bdomator cash flow against forecasta to
Identify any unexpected variances;

- Forecast and comnmanicate the lovel of
raquirad cash flow, such that DHSC cash
can ks accassed inonowsny at ensbiles the
Trust o condinae to meat its obligatons g
thesy Tall dus; and

Produce scourate and complata manthhky
linanea reperis for Trost BEoard ard Finamon
and Indegraled Gowemanca Commities

Hiarensr, the Trust's financial plans for 2018020
shonw @ fosacest breakeven position after the
recaint of £6 million of additional Tumdng. Ths
also meludes an assurrgtion of funber DHEC
rewane suppart ot £7.1 millian in the finsncial
wesi (et £1.3 mellion alter repevimants
schadulad for L) and £5.5 milbon of capitel
aupport. Without this revenue and capital
SLEpart, thes Trust waould net e alda o
contimie (o opesate, A1 presend, thers ape ro
wiabla reans far tha Tust to repay its sxsiing
DOHEC sapont loans of £38.7 million, or any
reayy [oans which ara recaned during 200 3720
The Trust has alvedady drawn down £3.4 milian
af interien reeenus funding in 20050520,

Ihesa issiuas ane avidence of wasknesses n
piops arrangarmznts for planning finences
cﬂq:cti'u'{lll,l to support the sustairstle delneany al
ther Trust’s strategie prioritles.




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

This raport & made solely 1o the Council of Gevermoss of
it Tist, Bs a body, ineccordance with Schedule 10 of tha
Maticna! Health Service st 2006 and the tarms of our
angegemant by the Trust. Cur audit work has baen
undartaken s0 that we n‘lighl! state: w0 the Council of
Goreernors of tha Trust, as & body, Thoss maiteds swe are
required to state 10 them In an suditor's report, and the
further mattars wa are raguired o steta o heerin
aocordance with the terms agreed with the Trust, and fos
no ol puipose. To e Tullist axtant pedrial Dty ke,
we oo not acoept or assume responsibilitg w anyone other
than s Councl of Govarmora of tha Trust, as a body, Tor

our sudht wark, Tor this report, or for the eplnbons we Rave
fearmred

CERTIFICATE OF COMPLETION OF THE AUDIT

Wie carfily that wee have corngle e the skt of the
accounts of Countess of Chester Hospital NHS Foundation
Trust in accordance with the mouiramsants al Schadue 10
of the Mational Health Service Act 20046 and the Coda of
Byt Praactice isswed By the National Sudit Office,

.

Robert Jones
for and on behalf of KPIMG LLP [Statutory Auditor)

Charterad Accountants

1 5t Pater's Soawsre, Menchestier, M2 3AE
24 Moy 2019
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4.2 Foreword to the Accounts
Countess of Chester Hospital NHS Foundation Trust

These accounts for the year ended 31 March 2019 have been prepared by the Countess of
Chester Hospital NHS Foundation Trust in accordance with paragraphs 24 and 25 of Schedule
7 of the National Health Service Act 2006 and are presented to Parliament pursuant to
Schedule 7, paragraph 25 (4) (a) of the National Health Service Act 2006.

Dr Susan Gilby,
Chief Executive Officer
21 May 2019

4.3 Statement of comprehensive income
for the year ended 31 March 2019

Note 2018/19 2017/18
£000 £000
Operating Income from Patient Care Activities 2 216,966 211,400
Other Operating Income 21,280 26,756
overl o o) of E506000, B ENTOBATD 3o s o290
Operating (Deficit)/Surplus (11,600) 15,244
Net Finance Costs:
Finance Income 7.1 102 41
Finance Expense - Financial Liabilities 7.2 (678) (609)
PDC Dividends payable 1.14 (1,018) (778)
Net Finance Costs (1,594) (1,346)
Gains/(Losses) of disposal of assets 33 61)
(DEFICIT)/SURPLUS FOR THE YEAR (13,161) 13,837
Other comprehensive income:
Impairment losses/(revaluation gains) property, plant and equipment 1.6 (586) 1,067
TOTAL COMPREHENSIVE INCOME AND EXPENSE FOR THE YEAR (13,747) 14,904

The notes of pages 183 to 215 form part of these financial statements
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4.4 Statement of Financial Position at 31 March 2019

NON-CURRENT ASSETS:

Property plant and equipment 8

March 31 2019
£000

95,232

March 31 2018
£000

97,880

Total Non-Current Assets

95,232

97.880

CURRENT ASSETS:

Inventories 10 1,687 1,437
Trade and other receivables " 11,209 14,478
Other investments 15.1 2,591 2,591
Cash and cash equivalents 15.2 7,434 9,112
Total Current Assets 22,921 27,618

CURRENT LIABILITIES:

Trade and other payables 12 (20,212) (19,225)
Borrowings 13 (4,788) (4,723)
Provisions 14 (530) (1,232)
Tax payables (3,458) (3,022)
Other liabilities 12.1 (2,552) (1,803)
Total Current Liabilities (31,540) (30,005)
Total Assets less Current Liabilities 86,613 95,493

NON-CURRENT LIABILITIES:

Borrowings 13 (36,001) (34,002)
Provisions 14 (1,272) (1,350)
Other liabilities 12.1 (1,592) (1,658)
Total Non-Current Liabilities (38,865) (37,010)
TOTAL ASSETS EMPLOYED 47,748 58,483

FINANCED BY:

Public dividend capital
Revaluation reserve

Income and expenditure reserve

TOTAL TAXPAYERS' EQUITY

66,612 63,600
5,039 5,625
(23,903) (10,742)
47,748 58,483

The notes on pages 183 to 215 form part of these financial statements

Dr Susan Gilby,
Chief Executive Officer
21 May 2019
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4.5 Statement of Changes in Taxpayers'
Equity 31 March 2019

Public Dividend  Revaluation Reserve Income and
Capital Expenditure Reserve
£200[0) £000 200[0)
Taxpayers' Equity at 1 April 2018 58,483 63,600 5,625 (10,742
Changes in Taxpayers' Equity for
2018/19
Public Dividend Capital received 3,012 3,012 - -

Public Dividend Capital repaid - - - -

Deficit for the year (13,161) - - (13,161)
Revaluation losses and impairment

losses property, plant and (586) - (586)

equipment

Taxpayers’ Equity at 31 March 2019 47,748 66,612 5,039 (23,903)

Public Dividend  Revaluation Reserve Income and
Capital Expenditure Reserve
£000 £000 £000
Taxpayers' Equity at 1 April 2017 43,313 63,334 4,558 (24,579)
Changes in Taxpayers' Equity for
2017/18
Public Dividend Capital received 266 266

Public Dividend Capital repaid - - - -

Surplus for the year 13,837 - - 13,837
Revaluation gains and impairment

losses property, plant and 1,067 - 1,067 -
equipment

Taxpayers’ Equity at 31 March 2018 58,483 63,600 5,625 (10,742)

The notes on pages 183 to 215 form part of these financial statements.
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4.6 Statement of Cash Flows for the
Year Ended 31 March 2019

Cash flows from operating activities:

Operating surplus from continuing operations
Operating surplus

Non-cash income and expense:

2018/19
£000

(11,600)

2017/18
£000

15,244

(11,600)

15,244

Depreciation and amortisation

Income recognised in respect of capital donations
Impairments

Reversals of impairments

Amortisation of PPP credit

Decrease/(Increase) in Trade and Other receivables
(Increase)/Decrease in Inventories

Increase in Trade and Other payables
Increase/(Decrease) in Other liabilities

(Decrease) in provisions

Net cash generated from operations

Cash flows from investing activities:

4,293 4,324
(223) (183)
5,056 -
- (12,054)

(65) (©7)
3,081 (4,093)
(250) 217
958 179
748 (352)
(780) (2,893)
1,218 322

Interest received

Purchase of investments

Purchase of property, plant and equipment

Sales of property, plant and equipment

Receipt of cash donations to purchase capital assets

Net cash used in investing activities

102 41

- (2,591)
(6,824) (4,249)
96 12

223 183
(6,403) (6,704)

Cash flows from financing activities:

Public dividend capital received

Movement in loans from the Department of Health and Social Care
Capital element of Public Private Partnership obligations

Interest paid

Interest element of Public Private Partnership obligations

PDC Dividend paid

Net cash generated from financing activities

(Decrease)/Increase in cash and cash equivalents

Cash and Cash equivalents at 1 April

Cash and Cash equivalents at 31 March

The notes on pages 183 to 215 form part of these financial statements.
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3,012 266
2,036 9,710
(37) (55)
(495) (406)
(179) (184)
(830) (930)
3,507 8,401
(1,678) 2,019
9,112 7,093
7,434 9,112
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4.7 Notes to the Accounts

1. Accounting Policies a going concern basis as we do not either

. - intend to apply to the Secretary of State
NHS Improvement, in exercising the _ for the dissolution of the NHS Foundation
statutory functions conferred on Monitor, Trust without the transfer of the services to
has directed that the financial statements another entity, or consider that this course
of the trust shall meet the accounting of action will be necessary for at least 12
requirements of the Department of Health months from the date of the accounts
and Social Care Group Accounting Manual approval.
(GAM), which shall be agreed with HM
Treasury. Consequently, the following The Trust's performance in-year showed a
financial statements have been prepared in pre-impairment deficit of £8.1m which is
accordance with the GAM 2018/19 issued worse than the original plan submitted to
by the Department of He?IJFh and Sogal NHS Improvement at the start of the year by
Care. The accounting pO|IC.IeS cohtalngd £11.1m. This includes Provider Sustainability

Reporting Standards to the extent that they  jncentive payment linked primarily to

are meaningful and appropriate to the NHS,  5chievement of a pre-determined 'control

as determined by HM Treasury, which is total' surplus or deficit) of £4.5m, £2.7m less
advised by the Financial Reporting Advisory  than plan.

Board. Where the GAM permits a choice

of accounting policy, the accounting policy During the year, the Trust required £6.7m
that is judged to be most appropriate to interim revenue loans from the Department
the particular circumstances of the trust for of Health and Social Care to support it's
the purpose of giving a true and fair view revenue cash position.
has been selected. The particular policies
adopted are described below. These have The current 2019/20 forecasts show a (pre-
been applied consistently in dealing with impairments) planned breakeven position,
items considered material in relation to including £8m of incentive funding. To
accounts. achieve this the Trust will need to meet

it's performance targets and deliver cost
1.1 Accounting Convention reductions of £9.4m (equivalent to 3.5% of
These accounts have been prepared under expenditure), which includes £5.9m which
the historical cost convention modified to has been classified as high risk.
account for the revaluation of property,
plant and equipment, intangible assets, Contracts for 2019/20 have been agreed with
inventories and certain financial assets and all English Commissioners, securing almost
financial liabilities. 90% of our clinical income. Our contract with

Betsi Cadwaladr LHB remains outstanding
1.7a Going Concern and negotiations are continuing.
These accounts have been prepared
on a going concern basis. International The Trust finished the year with £7.4m cash
Accounting Standard (IAS) 1 requires balance to support the £4.4m of outstanding
management to assess, as part of the capital creditors and the ongoing revenue
accounts preparation process, the NHS position. The latest operating and cash
Foundation Trust’s ability to continue as flow forecasts currently show that the Trust
a going concern. In accordance with the will require net additional interim revenue
Department of Health and Social Care support of £1.3m to cover the cash lag in the
(DHSC) Group Accounting Manual the timing of the incentive payments received,

financial statements have been prepared on
183



although this is dependent on the successful
delivery of it's financial plan and there will be
a revenue cash requirement in the early part
of the year due to phasing of cost reduction
schemes. The Trust has drawn down £3.4m of
interim revenue loans up to May 2019. Further
capital financing will be required for 2020/21
and beyond. As with any Trust placing
reliance on the DHSC for financial support,
the directors acknowledge that there can be
no certainty that this support will continue
although, at the date of approval of these
financial statements, they have no reason to
believe that it will not do so.

Due to the significant reduction in capital
funding available to the sector, the Trust

has not had it's 2018/19 interim capital loan
approved by DHSC, despite the approval of
NHS Improvement, and will need to apply for
additional interim capital loans to finance its
2019/20 capital program. NHS Improvement
will, as in previous years, review the 2019/20
interim capital loan application, to ensure
that it meets its requirements of being
‘emergency’ only. It is possible that the
required capital loan will not be approved, in
which case the relevant capital expenditure
would need to reviewed by the Trust to

take a view on whether to commit to the
capital spend or not, based primarily on a
consideration of the risk to patient safety.
This would put additional pressure on the
cash position,and in this case the Trust would
be required to utilise its working balances in
the first instance, and then apply for interim
working balance support from DHSC.

Based on these indications the directors
believe that it remains appropriate to
prepare the accounts on a going concern
basis. However, the matters referred to
above represent a material uncertainty and
may cast significant doubt on the Trust's
ability to continue as a going concern and it
may therefore be unable to realise its assets
and discharge its liabilities in the normal
course of business. The financial statements
do not include any adjustments that would
result from the basis of preparation being
inappropriate.
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1.2 Consolidation
These accounts are for The Countess of
Chester Hospital NHS Foundation Trust alone.

The NHS Foundation Trust is the Corporate
Trusteee for The Countess Charity.

The Foundation Trust has assessed its
relationship to the charitable fund and
determined it to be a subsidiary because the
Foundation Trust is exposed to, or has rights
to, variable returns and other benefits for
itself, patients and staff from its involvement
with the Charitable Funds and has the ability
to affect those returns and other benefits
through its power over the fund. However
the transactions are immaterial in the
context of the group and the transactions
have not been consolidated. Details of the
transactions with the charity are included in
the related parties note.

1.3 Revenue from contracts with customers
Where income is derived from contracts
with customers, it is accounted for under
IFRS 15. The GAM expands the definition

of a contract to include legislation and
regulations which enables an entity to
receive cash or another financial asset that
is not classified as a tax by the Office of
National Statistics (ONS). As directed by the
GAM, the transition to IFRS 15 in 2018/19
has been completed in accordance with
paragraph C3 (b) of the Standard: applying
the Standard retrospectively but recognising
the cumulative effects at the date of initial
application (1 April 2018).

Revenue in respect of goods/services
provided is recognised when (or as)
performance obligations are satisfied by
transferring promised goods/services

to the customer and is measured at the
amount of the transaction price allocated
to those performance obligations. At the
year end, the Trust accrues income relating
to performance obligations satisfied in
that year. Where the Trust's entitlement to
consideration for those goods or services
is unconditional a contract receivable

will be recognised. Where entitlement to
consideration is conditional on a further
factor other than the passage of time, a



contract asset will be recognised. Where
consideration received or receivable relates
to a performance obligation that is to be
satisfied in a future period, the income

is deferred and recognised as a contract
liability.

Revenue from NHS contracts

The main source of income for the Trust

is contracts with commissioners for health
care services. A performance obligation
relating to delivery of a spell of health care
is generally satisfied over time as healthcare
is received and consumed simultaneously
by the customer as the Trust performs

it. The customer in such a contract is the
commissioner, but the customer benefits as
services are provided to their patient. Even
where a contract could be broken down into
separate performance obligations, healthcare
generally aligns with paragraph 22(b) of the
Standard entailing a delivery of a series of
goods or services that are substantially the
same and have a similar pattern of transfer.
At the year end, the Trust accrues income
relating to activity delivered in that year,
where a patient care spell is incomplete.

Revenue is recognised to the extent that
collection of consideration is probable. Where
contract challenges from commissioners are
expected to be upheld, the Trust reflects this
in the transaction price and derecognises the
relevant portion of income.

Where the Trust is aware of a penalty based
on contractual performance, the Trust reflects
this in the transaction price for its recognition
of revenue. Revenue is reduced by the value
of the penalty.

In the event that the Trust does not receive
income where a patient is readmitted

within 30 days of discharge from a previous
planned stay. This is considered an additional
performance obligation to be satisfied under
the original transaction price. An estimate

of readmissions is made at the year end

and this portion of revenue is deferred as a
contract liability.

The Trust receives income from
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commissioners under Commissioning

for Quality and Innovation (CQUIN)
schemes. The Trust agrees schemes with

its commissioner but they affect how care

is provided to patients. That is, the CQUIN
payments are not considered distinct
performance obligations in their own right;
instead they form part of the transaction
price for performance obligations under the
contract.

Revenue from the Provider Sustainability
Fund and Other Central Funding

The funding regime for 2018/19 included
distributions from a Provider Sustainability
Fund, intended to incentivise performance.
Distributions were made once a Trust had
achieved certain targets, including the
achievement of financial 'Control Totals'.
Additional awards could be made from the
fund for performing better than the allocated
control total, and at the end of the year

any remaining funds are distributed based
on the overall performance of the Trust
during the year. Income is recognised when
the award is achieved during the year, and
the year end allocation of surplus funds is
recognised based on amounts notified by
NHS Improvement. Note 3.3 includes details
of amounts receivable.

Other central funding is recognised on

the basis of the particular award, following
notification from the relevant body. In
2018/19, this included additional funding for
the Agenda for Change pay award which was
actioned during the year, as shown in Note
3.2.

NHS Injury Cost Recovery Scheme

The Trust receives income under the NHS
injury cost recovery scheme, designed

to reclaim the cost of treating injured
individuals to whom personal injury
compensation has subsequently been
paid, for instance by an insurer. The Trust
recognises the income when it receives
notification from the Department of Work
and Pension's Compensation Recovery
Unit, has completed the NHS2 form and
confirmed there are no discrepancies with
the treatment. The income is measured



at the agreed tariff for the treatments
provided to the injured individual, less an
allowance for unsuccessful compensation
claims and doubtful debts in line with IFRS 9
requirements of measuring expected credit
losses over the lifetime of the asset.

Revenue grants and other

contributions to expenditure

Government grants are grants from
government bodies other than income from
commissioners or trusts for the provision

of services. Where a grant is used to fund
revenue expenditure it is taken to the
Statement of Comprehensive Income to
match that expenditure.

The value of the benefit received when
accessing funds from the Government's
apprenticeship service is recognised as
income at the point of receipt of the training
service. Where these funds are paid directly
to an accredited training provider, the
corresponding notional expense is also
recognised at the point of recognition for the
benefit.

Other income

Income from the sale of non-current assets is
recognised only when all material conditions
of sale have been met, and is measured as
the sums due under the sale contract.

1.4 Expenditure on Employee Benefits Short-
Term Employee Benefits

Salaries, wages and employment-related
payments such as social security costs and
the apprenticeship levy are recognised in the
period in which the service is received from
employees.

Termination Benefits

Termination benefits are recognised as

an expense when the Trust is committed
demonstrably, without realistic possibility

of withdrawal, to a formal detailed plan

to either terminate employment before

the normal retirement age, or to provide
termination benefits as a result of an offer
made to encourage voluntary resignations in
accordance with IAS 37. Termination benefits
for voluntary resignations are recognised as
an expense if the Trust has made an offer
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of voluntary resignation, it is probable that
the offer will be accepted, and the number
of acceptances can be estimated reliably. If
the benefits are payable more than twelve
months after the reporting period, then they
are discounted to their present value.

Pension costs

Past and present employees are covered by
the provisions of the NHS Pensions Scheme.
The scheme is an unfunded, defined benefit
scheme that covers NHS employers, general
practices and other bodies, allowed under the
direction of the Secretary of State, in England
and Wales. The scheme is not designed in a
way that would enable employers to identify
their share of the underlying scheme assets
and liabilities. Therefore, the schemes are
accounted for as though they are defined
contribution schemes.

Employers pension costs contributions

are charged to operating expenses as and
when they become due. Additional pension
liabilities arising from early retirements are

not funded by the scheme except where

the retirement is due to ill-health. The full
amount of the liability for the additional costs
is charged to the operating expenses at the
time the Trust commits itself to the retirement,
regardless of the method of payment.

1.5 Expenditure on other goods and services
Expenditure on goods and services is
recognised when, and to the extent that
they have been received, and is measured
at the fair value of those goods and services.
Expenditure is recognised in operating
expenses except where it results in the
creation of a non-current asset such as
property, plant and equipment.

1.6 Property, Plant and Equipment

1.6.1 Recognition

Property, plant and equipment is capitalised
where;

e itis held for use in delivering services or
for an administrative purposes;

it is probable that future economic
benefits will flow to, or service potential
be provided to the Trust;

it is expected to be used for more than
one financial year;



the cost of the item can be measured
reliably; and

the item has a cost of at least £5,000,0r
collectively, a number of items have a
cost of at least £5,000 and individually
have a cost of more than £250, where the
assets are functionally interdependent,
had broadly simultaneous purchase
dates, are anticipated to have similar
disposal dates and are under single
managerial control.

form part of the initial equipping and
setting up cost of a new building,

or refurbishment of a ward or unit
irrespective of their individual or
collective cost.

Where a large asset, for example a building,
includes a number of components with
significantly different asset lives eg. plant
and equipment, then these components are
treated as separate assets and depreciated
over their own useful economic lives.

1.6.2 Measurement - Valuation

All property, plant and equipment assets are
measured initially at cost, representing the
costs directly attributable to acquiring or
constructing the asset and bringing it to the
location and condition necessary for it to be
capable of operating in the manner intended
by management. Thereafter they are stated
at cost less accumulated depreciation and
any recognised impairment loss. All assets
are measured subsequently at fair value.

Subsequent to their initial recognition,
property, plant and equipment are carried
at revalued amounts. Valuations are carried
out by Cushman & Wakefield, professionally
qualified valuers in accordance with the
Royal Institute of Chartered Surveyors (RICS)
Valuation Standards. These valuations

are performed with sufficient regularity

to ensure that carrying amounts are not
materially different from those that would
be determined at the end of the reporting
period. In practice this is usually achieved
by a full valuation exercise at least every
five years, and an interim valuation in the
intervening years if required.

Fair values are determined as follows:
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Land and non specialised operational
property - market value for existing use
The depreciated replacement cost of
specialised buildings has been valued on a
modern equivalent asset basis and, where
it would meet the location requirements of
the service being provided, an alternative
site has been used. For the current year,
an interim valuation was carried out, based
on market indices provided by Cushman &
Wakefield. The last full asset valuation was
undertaken as at 1 April 2016.

IT equipment, transport equipment, furniture
and fittings, and plant and machinery that
are held for operational use are valued at
depreciated historic cost where these assets
have short useful lives or low values or both,
as this is not considered to be materially
different from current value in existing use.

An item of property, plant and equipment
which is surplus with no plan to bring it back
into use is valued at fair value under IFRS 13,

if it does not meet the requirements of IAS
40 or IFRS 5.

Properties in the course of construction
for service or administration purposes are
carried at cost, less any impairment loss.
Cost includes professional fees and, where
capitalised in accordance with IAS 23,
borrowings costs. Assets are revalued and
depreciation commences when the assets
are brought into use.

Subsequent expenditure

Subsequent expenditure relating to an

item of property, plant and equipment is
recognised as an increase in the carrying
amount of the asset when it is probable

that additional future economic benefits

or service potential deriving from the cost
incurred to replace a component of such
item will flow to the enterprise and the cost
of the item can be determined reliably.
Where a component of an asset is replaced,
the cost of the replacement is capitalised if it
meets the criteria for recognition above. The
carrying amount of the part replaced is de-
recognised. Other expenditure that does not
generate additional future economic benefits



or service potential, such as repairs and
maintenance, is charged to the Statement
of Comprehensive Income in the period in
which it is incurred.

Depreciation

ltems of property, plant and equipment are
depreciated over their remaining useful
economic lives in a manner consistent with
the consumption of economic or service
delivery benefits. Depreciation is charged
using the straight- line method. Freehold
land is considered to have an infinite life and
is not depreciated.

Property, plant and equipment which has been
reclassified as 'Held for Sale' ceases to be
depreciated upon the reclassification. Assets in
the course of construction are not depreciated
until the asset is brought into use.

Useful economic lives of property, plant and
equipment

Useful lives reflect the total life of an asset
and not the remaining life of an asset. The
range of useful lives are shown in the table
below:

Plant and Equipment are depreciated

evenly over the estimated life of the asset,
as follows:

Buildings, excluding

dwellings 5to 79 years

Dwellings 60 years

Plant and Equipment 5to 15 years

Transport Equipment Sto 7 years

Information Technology 5to 10 years

Furniture & Fittings 5to 10 years

Disposals

The gain or loss arising on the disposal
or retirement of an asset is determined as
the difference between the sale proceeds
and the carrying amount of the asset

and is recognised in the Statement of
Comprehensive Income.
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Revaluation Gains and Losses

Revaluation gains are recognised in the
revaluation reserve, except where, and to
the extent that, they reverse a revaluation
decrease that has previously been
recognised in operating expenses, in which
case they are recognised in operating
income.

Revaluation losses are charged to the
revaluation reserve to the extent that there is
an available balance for the asset concerned,
and thereafter are charged to operating
expenses.

Gains and losses recognised in the
revaluation reserve are reported in the
Statement of Comprehensive Income as an
item of 'other comprehensive income'.

Impairments

In accordance with the GAM, impairments
that arise from a clear consumption of
economic benefit or service potential in the
asset are charged to operating expenses.
A compensating transfer is made from

the revaluation reserve to the income and
expenditure reserve of an amount equal to
the lower of (i) the impairment charged to
operating expenses; and (ii) the balance in
the revaluation reserve attributable to that
asset before the impairment.

An impairment that arises from a clear
consumption of economic benefit or service
potential is reversed when, and to the extent
that, the circumstances that gave rise to the
loss is reversed. Reversals are recognised in
operating expenditure to the extent that the
asset is restored to the carrying amount it
would have had if the impairment had never
been recognised in the revaluation reserve.
Any remaining reversal is recognised in the
revaluation reserve. Where, at the time of
the original impairment, a transfer was made
from the revaluation reserve to the income
and expenditure reserve, an amount is
transferred back to the revaluation reserve
when the impairment reversal is recognised.
Other impairments are treated as revaluation
losses . Reversals of 'other impairments' are
treated as revaluation gains.



1.6.3 De-recognition

Assets intended for disposal are reclassified

as 'Held for Sale' once all of the following

criteria are met:

* the asset is available for immediate sale
in its present condition subject only to
terms which are usual and customary for
such sales;

* the sale must be highly probable i.e;

®* management are committed to a plan to
sell the asset;

® an active programme has begun to find
a buyer and complete the sale; - the
asset is being actively marketed at a
reasonable price;

e the sale is expected to be completed
within 12 months of the date of
classification as 'Held for Sale'; and

e the actions needed to complete the plan
indicate it is unlikely that the plan will be
dropped or significant changes made to it.

Following reclassification, the assets are
measured at the lower of their existing
carrying amount and their 'fair value less costs
to sell'. Depreciation ceases to be charged.
Assets are de-recognised when all material
sale contract conditions have been met.

Property, plant and equipment which is to

be scrapped or demolished does not qualify
for recognition as 'Held for Sale' and instead
is retained as an operational asset and the
asset's economic life is adjusted. The asset is
de-recognised when scrapping or demolition
occurs.

1.6.4 Donated, Government Grant and Other
Grant Funded Assets

Donated and grant funded property, plant
and equipment assets are capitalised at their
fair value on receipt. The donation/grant is
credited to income at the same time, unless
the donor has imposed a condition that

the future economic benefits embodied in
the grant are to be consumed in a manner
specified by the donor, in which case, the
donation/grant is deferred within liabilities
and is carried forward to future financial years
to the extent that the condition has not yet
been met.

The donated and grant funded assets are

Countess of Chester Hospital NHS Foundation Trust Annual Report 2018/19
Annual Accounts for the year ended 31st March 2019

subsequently accounted for in the same
manner as other items of property, plant and
equipment.

1.6.5 Public Private Partnership (PPP)
Transactions

PPP transactions which meet the IFRIC

12 definition of a service concession, as
interpreted in HM Treasury's FReM are
accounted for as 'on-Statement of Financial
Position' by the Trust. In accordance with IAS
17 the underlying assets are recognised as
property, plant and equipment at their fair
value together with an equivalent finance
lease liability. Subsequently, the assets

are accounted for as property, plant and
equipment.

Where a significant part of the operators
income derives from charges to users rather
than payments from the Trust a deferred
income credit is established and released
to the Statement of Comprehensive Income
over the life of the agreement.

The annual contract payments are
apportioned between the repayment of the
liability, a finance cost and the charges for
services. The finance cost is calculated using
the implicit interest rate for the scheme.

The service charge is recognised in

operating expenses and the finance cost is
charged to Finance Costs in the Statement of
Comprehensive Income.

1.7 Revenue grants and other contributions
to expenditure

Government grants are grants from
government bodies other than income from
commissioners or trusts for the provision

of services. Where a grant is used to fund
revenue expenditure it is taken to the
Statement of Comprehensive Income to
match that expenditure.

The value of the benefit received when
accessing funds from the Government's
apprenticeship service is recognised as
income at the point of receipt of the training
service. Where these funds are paid directly
to an accredited training provider, the
corresponding notional expense is also



recognised at the point of recognition for the
benefit.

1.8 Inventories

Inventories are valued at the lower of

cost and net realisable value. The cost of
inventories is measured using the weighted
average method.

1.9 Financial Assets and Financial Liabilities
Recognition

Financial assets and financial liabilities arise
where the Trust is party to the contractual
provisions of a financial instrument, and as a
result has a legal right to receive or a legal
obligation to pay cash or another financial
instrument. The GAM expands the definition
of a contract to include legislation and
regulations which give rise to arrangements
that in all other respects would be a
financial instrument and do not give rise to
transactions classified as a tax by ONS.

This includes the purchase or sale of non-
financial items (such as goods or services),
which are entered into in accordance with
the Trust’s normal purchase, sale or usage
requirements and are recognised when, and
to the extent which, performance occurs,
i.e., when receipt or delivery of the goods or
services is made.

Derecognition

All financial assets are de-recognised
when the rights to receive cashflows from
the assets have expired or the Trust has
transferred substantially all of the risks and
rewards of ownership. Financial liabilities
are de-recognised when the obligation is
discharged, cancelled or expires.

Classification and measurement

Financial assets and financial liabilities are
initially measured at fair value plus or minus
directly attributable transaction costs except
where the asset or liability is not measured at
fair value through income and expenditure.
Fair value is taken as the transaction price, or
otherwise determined by reference to quoted
market prices or valuation techniques.

Financial assets are classified as
subsequently measured at amortised cost,
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fair value through income and expenditure
or fair value through other comprehensive
income as appropriate.

Financial liabilities are classified as
subsequently measured at amortised cost,
fair value through income and expenditure
or fair value through other comprehensive
income as appropriate.

Financial assets and financial liabilities at
amortised cost

Financial assets and financial liabilities at
amortised cost are those held with the
objective of collecting contractual cash flows
and where cash flows are solely payments
of principal and interest. This includes cash
equivalents, contract and other receivables,
trade and other payables, rights and
obligations under lease arrangements and
loans receivable and payable.

After initial recognition, these financial

assets and financial liabilities are measured

at amortised cost using the effective interest
method less any impairment (for financial
assets). The effective interest rate is the rate
that exactly discounts estimated future cash
payments or receipts through the expected
life of the financial asset or financial liability to
the gross carrying amount of a financial asset
or to the amortised cost of a financial liability.

Interest revenue or expense is calculated

by applying the effective interest rate to

the gross carrying amount of a financial
asset or amortised cost of a financial

liability and recognised in the Statement

of Comprehensive Income as a financing
income or expense. In the case of loans
held from the Department of Health and
Social Care, the effective interest rate is the
nominal rate of interest charged on the loan.

Cash and Cash Equivalents

Cash is cash in hand and deposits with any
financial institution repayable without penalty
on notice of not more than 24 hours. Cash
equivalents are investments that mature in 3
months or less from the date of acquisition
and that are readily convertible to known
amounts of cash with insignificant risk of
change in value.



In the Statement of Cash Flows, cash and
cash equivalents are shown net of bank
overdrafts that are repayable on demand
and that form an integral part of the Trust's
cash management. Cash, bank and overdraft
balances are recorded at current values.

Impairment of Financial Assets

For all financial assets measured at amortised
cost including lease receivables, contract
receivables and contract assets or assets
measured at fair value through other
comprehensive income, the Trust recognises
an allowance for expected credit losses.

The Trust adopts the simplified approach

to impairment for contract and other
receivables, contract assets and lease
receivables, measuring expected losses

at an amount equal to lifetime expected
losses. For other financial assets, the loss
allowance is initially measured at an amount
equal to 12-month expected credit losses
(stage 1) and subsequently at an amount
equal to lifetime expected credit losses if
the credit risk assessed for the financial asset
significantly increases (stage 2).

For financial assets that have become credit
impaired since initial recognition (stage 3),
expected credit losses at the reporting date
are measured as the difference between
the asset’s gross carrying amount and the
present value of estimated future cash flows
discounted at the financial asset’s original
effective interest rate.

Expected losses are charged to operating
expenditure within the Statement of
Comprehensive Income and reduce the net
carrying value of the financial asset in the
Statement of Financial Position.

1.10 Leases

Leases are classified as finance leases when
substantially all the risks and rewards of
ownership are transferred to the lessee. All
other leases are classified as operating leases.

1.10.1 The Trust as Lessee

Where substantially all risks and rewards of
ownership of a leased asset are borne by
the Trust, the asset is recorded as property,
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plant and equipment and a corresponding
liability is recorded. The value at which both
are recognised is the lower of the fair value
of the asset or the present value of the
minimum lease payments, discounted using
the interest rate implicit in the lease.

The asset and liability are recognised at the

commencement of the lease. Thereafter the
asset is accounted for as an item of property
plant and equipment.

The annual rental is split between the
repayment of the liability and a finance cost
so as to achieve a constant rate of finance
over the life of the lease. The annual finance
cost is charged to Finance Costs in the
Statement of Comprehensive Income. The
lease liability, is de-recognised when the
liability is discharged, cancelled or expires.

Operating leases

Operating lease payments are recognised as
an expense on a straight-line basis over the
lease term. Lease incentives are recognised
initially as a liability and subsequently as a
reduction of rentals on a straight-line basis
over the lease term.

Contingent rentals are recognised as an
expense in the period in which they are
incurred.

Leases of land and buildings

Where a lease is for land and buildings,

the land component is separated from the
building component and the classification for
each is assessed separately.

1.10.2 The Trust as Lessor

Finance leases

Amounts due from lessees under finance
leases are recorded as receivables at the
amount of the Trust’s net investment in the
leases. Finance lease income is allocated
to accounting periods to reflect a constant
periodic rate of return on the Trust’s net
investment outstanding in respect of the
leases.

Operating leases
Rental income from operating leases is
recognised on a straight-line basis over the



term of the lease. Initial direct costs incurred
in negotiating and arranging an operating
lease are added to the carrying amount

of the leased asset and recognised as an
expense on a straight-line basis over the
lease term.

1.11 Provisions

The NHS Foundation Trust recognises a
provision where it has a present legal or
constructive obligation of uncertain timing
or amount; for which it is probable that
there will be a future outflow of cash or
other resources; and a reliable estimate

can be made of the amount. The amount
recognised in the Statement of Financial
Position is the best estimate of the resources
required to settle the obligation. Where

the effect of the time value of money is
significant, the estimated risk-adjusted cash
flows are discounted using the discount rates
published and mandated by HM Treasury.

Clinical Negligence Costs

NHS Resolution operates a risk pooling
scheme under which the NHS Foundation
Trust pays an annual contribution to NHS
Resolution which in return settles all clinical
negligence claims. Although NHS Resolution
is administratively responsible for all clinical
negligence cases the legal liability remains with
the NHS Foundation Trust. The total value of
clinical negligence provisions carried by NHS
Resolution on behalf of the Trust is disclosed
at note 14.1, but is not recognised in the NHS
Foundation Trust's accounts.

1.12 Non-Clinical Risk Pooling

The NHS Foundation Trust participates in
the Property Expenses Scheme and the
Liabilities to Third Parties Scheme. Both
are risk pooling schemes under which the
Trust pays an annual contribution to NHS
Resolution and in return receives assistance
with the costs of claims arising. The annual
membership contributions, and any
'excesses' payable in respect of particular
claims are charged to operating expenses
when the liability arises.

1.13 Contingencies
Contingent assets (that is, assets arising
from past events whose existence will only
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be confirmed by one or more future events
not wholly within the entity’s control) are
not recognised as assets, but are disclosed
where an inflow of economic benefits is
probable.

Contingent liabilities are not recognised,
but are disclosed, unless the probability of a
transfer of economic benefits is remote.
Contingent liabilities are defined as:

e possible obligations arising from past
events whose existence will be confirmed
only by the occurrence of one or more
uncertain future events not wholly within
the entity's control; or

present obligations arising from past
events but for which it is not probable
that a transfer of economic benefits will
arise or for which the amount of the
obligation cannot be measured with
sufficient reliability.

1.14 Public Dividend Capital (PDC)

Public Dividend Capital (PDC) is a type of
public sector equity finance based on the
excesses of assets over liabilities at the time
of establishment of the predecessor NHS
Trust. HM Treasury has determined that
PDC is not a financial instrument within the
meaning of IAS 32.

At any time, the Secretary of State can issue

new PDC to, and require repayments of PDC
from, the Trust. PDC is recorded at the value
received.

A charge, reflecting the cost of capital
utilised by the NHS Foundation Trust, is
payable as public dividend capital dividend.
The charge is calculated at the rate set by
HM Treasury (currently 3.5%) on the average
relevant net assets of the NHS Foundation
Trust during the financial year. Relevant net
assets are calculated as the value of all assets
less the value of all liabilities, except for (i)
donated assets (including lottery funded
assets) (ii) average daily cash balances

held with the Government Banking Service
(GBS) and National Loans Fund (NLF)
deposits, excluding cash balances held in
GBS accounts that relate to a short-term
working capital facility (iii) any PDC dividend
balance receivable or payable. In accordance



with the requirements laid down by the
Department of Health and Social Care (as
the issuer of PDC), the dividend for the year
is calculated on the actual average relevant
net assets as set out in the 'pre-audit’
version of the annual accounts. The dividend
thus calculated is not revised should any
adjustment to net assets occur as a result of
the audit of the annual accounts.

1.15 Value Added Tax

Most of the activities of the NHS Foundation
Trust are outside the scope of VAT and,

in general, output tax does not apply and

input tax on purchases is not recoverable.
Irrecoverable VAT is charged to the relevant
expenditure category or included in the
capitalised purchase cost of fixed assets.
Where output tax is charged or input VAT is
recoverable, the amounts are stated net of VAT.

1.16 Corporation Tax

The Countess of Chester Hospital NHS
Foundation Trust is a Health Service body
within the meaning of s519A ICTA 1988

and accordingly is exempt from taxation in
respect of income and capital gains within
categories covered by this. There is a power
for the Treasury to disapply the exemption
in relation to the specified activities of a
Foundation Trust (s519A (3) to (8) ICTA 1988).
Accordingly, the Trust is potentially within
the scope of Corporation Tax but there is no
tax liability arising in respect of the current
financial year.

1.17 Foreign Exchange

The functional and presentational currencies
of the Trust are sterling. A transaction which
is denominated in a foreign currency is
translated into the functional currency at

the spot exchange rate on the date of the
transaction.

Where the Trust has assets or liabilities
denominated in a foreign currency at the
Statement of Financial Position date:

® monetary items (other than financial
instruments measured at 'fair value
through income and expenditure') are
translated at the spot exchange rate on
31 March;

non-monetary assets and liabilities
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measured at historical cost are translated
using the spot exchange rate at the date
of the transaction; and

non-monetary assets and liabilities
measured at fair value are translated
using the spot exchange rate at the date
the fair value was determined.

Exchange gains or losses on monetary items
(arising on settlement of the transaction or on
re-translation at the Statement of Financial
Position date) are recognised in income or
expense in the period in which they arise.

Exchange gains or losses on non-monetary
assets and liabilities are recognised in the
same manner as other gains and losses on
these items.

1.18 Third Party Assets

Assets belonging to third parties (such as
money held on behalf of patients) are not
recognised in the accounts since the NHS
Foundation Trust has no beneficial interest

in them. However, they are disclosed in a
separate note to the accounts in accordance
with the requirements of HM Treasury's FReM.

1.19 Critical Judgements in Applying
Accounting Policies

In the application of the Trust accounting
policies, management is required to make
judgements, estimates and assumptions
about the carrying amounts of assets and
liabilities that are not readily apparent from
other sources. The estimates and associated
assumptions are based on historical
experience and other factors that are
considered to be relevant. Actual results may
differ from those estimates. The estimates
and underlying assumptions are continually
reviewed. Revisions to accounting estimates
are recognised in the period in which the
estimate is revised if the revision affects only
that period, or in the period of the revision
and future periods if the revision affects both
current and future periods. The main area
which requires the exercise of judgement is
the calculation of provisions in note 14.1.

1.20 Key Sources of Estimation Uncertainty
The following are the key assumptions
concerning the future, and other key sources



of estimation uncertainty at the Statement of
financial Position date, that have a significant
risk of causing a material adjustment to the
carrying amounts of assets and liabilities
within the next financial year:

Asset valuation and impairments: the valuation
of the Trust's Land and Buildings Excluding
Dwellings is subject to significant estimation
uncertainty, since it derives from estimates
provided by the Trust's external valuers who
base their estimates on local market data as
well as other calculations to reflect the age and
condition of the Trust's estate.

It is impracticable to disclose the extent of
the possible effects of an assumption or
another source of estimation uncertainty at
the end of the reporting period. On the basis
of existing knowledge, outcomes within the
next financial year that are different from the
assumption around the valuation of our Land
and Buildings Excluding Dwellings could
require a material adjustment to the carrying
amount of the asset recorded in note 8.

1.21 Losses and Special Payments

Losses and special payments are items that
Parliament would not have contemplated
when it agreed funds for the health service

or passed legislation. By their nature they are
items that ideally should not arise. They are
therefore subject to special control procedures
compared with the generality of payments.
They are divided into different categories,
which govern the way that the individual cases
are handled. Losses and special payments are
charged to the relevant functional headings

in expenditure on an accruals basis, including
losses which would have been made good
through insurance cover had the NHS Trust not
been bearing their own risks (with insurance
premiums then being included as normal
revenue expenditure).

However the losses and special payments
note is compiled directly from the losses and
compensations register which reports on an
accrual basis with the exception of provisions
for future losses.
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1.22 Standards, amendments and
interpretations in issue but not yet effective
or adopted

The DHSC GAM does not require the
following Standards and Interpretations

to be applied in 2018/19. The DHSC GAM
for 2018/19 was published in December

18. This contains the final guidance on the
implementation of new accounting standards
for NHS Group bodies. The following

table presents a list of recently issued IFRS
Standards and amendments that have not
yet been adopted within the FReM and are
therefore not applicable to DHSC group
accounts in 2018/19

Not EU-endorsed

IFRS 14 _ o
Regulatory Applies to first time
De?erral adopters of IFRS after 1

January 2019. Therefore
Accounts

not applicable to DHSC
group bodies.

Application required
for accounting periods
beginning on or after

1 January 2019, but
not yet adopted by the
FReM; early adoption
is not therefore
permitted.

IFRS 16 Leases

Application required
from 2020/21, but not

IFRS17 Insurance yet adopted by the

Contracts FReM; early adoption is
not therefore permitted.
IFRIC 23 Application required

for accounting periods
beginning on or after 1
January 2019.

Uncertainty
over Income Tax
Treatments

The Trust has considered the above new
standards, interpretations and amendments
to published standards that are not yet
effective and concluded that they are either
not relevant to the Trust or that they would
not have a material impact on the Trust's
financial statements, apart from some
additional disclosures.



In the case of IFRS 16, there will be a
requirement for the Trust to recognise

the underlying assets (represented by the
present value of the lease payments) and
corresponding liabilities inherent in all of it's
lease agreements (and contracts containing
leases). In addition, the income statement
will be charged with depreciation and
interest instead of the lease payments, which
is expected to 'front load' the expense to
the earlier part of the agreement, but at

this stage it is not expected that this will
represent a material adjustment.

1.23 Accounting standards, amendments
and interpretations issued that have been
adopted early

No new accounting standards or revisions to
existing standards have been early adopted
in 2018/19.

2. Income

2.1 Segmental Reporting

All of the Countess of Chester Hospital

NHS Foundation Trust's activities are in the
provision of healthcare, which is an aggregate
of all the individual speciality components
included therein, and the very large majority
of the healthcare services provided occur at
the one geographical main site.

Similarly, the large majority of the Countess
of Chester Hospital NHS Foundation Trust's
revenue originates with the UK Government.
The majority of expenses incurred are

payroll expenditure on staff involved in the
production or support of healthcare activities
generally across the Trust together with the
related supplies and overheads needed

to establish this production. The business
activities which earn revenue and incur
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expenses are of one broad combined nature
and therefore on this basis one segment of
'‘Healthcare' is deemed appropriate.

The operating results of the Countess of
Chester Hospital NHS Foundation Trust

are regularly reviewed by the Trust's chief
operating decision maker which is the overall
Foundation Trust Board and which includes
senior professional non-executive directors.
The Trust Board review the financial position
of the Countess of Chester Hospital NHS
Foundation Trust as a whole in their decision
making process, rather than individual
components included in the totals, in terms
of allocating resources. This process again
implies a single operating segment under
IFRS 8.

The finance report considered monthly

by the Trust Board contains summary
figures for the whole Trust together with
graphical line and bar charts relating to
different total income activity levels, and
directorate expense budgets with their cost
improvement positions.

Likewise only total balance sheet positions
and cashflow forecasts are considered for the
whole of the Countess of Chester Hospital
NHS Foundation Trust. The Board as chief
operating decision maker therefore only
considers one segment of healthcare in its
decision-making process.

The single segment of 'Healthcare' has
therefore been identified consistent with the
core principle of IFRS 8 which is to enable
users of the financial statements to evaluate
the nature and financial effects of business
activities and economic environments
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2.2 Total Income from Activities

2018/19 2017/18

£000 £000

Income from activities 2.2 216,966 211,036
Other operating income 2.4 21,280 26,756
Operating Income from Continuing Operations 238,246 238,156
Operating Income from Patient Care Activities: 201?62)3 2012688
Elective income 35,665 31,944
Non elective income 67,424 65.310
Outpatient income 12,393 11,213
Follow up outpatient income 32,522 30,522
Other type of activity income 44,581 49,601
A&E income 9,080 8,491
High cost drugs income from commissioners 12,169 13,955
Agenda for Change pay award central funding 2,875 -
Total Income 216,709 211,036
Income from activities - Commissioner Requested Services 216,709 211,036
Private patient income 257 364
Income from activities 216,966 211,400

As an NHS Foundation Trust, the majority of income in respect of patient care is received
under a block contract with our host Clinical Commissioning Group with the remainder under
Payment by Results (PBR).

The Terms of Authorisation set out the goods and services that the Trust is required to
provide (Commissioner Requested Services). All of the income from activities before private
patient income shown above is derived from the provision of Commissioner Requested

Services.

All other income arises from non-mandatory services.

196



Countess of Chester Hospital NHS Foundation Trust Annual Report 2018/19
Annual Accounts for the year ended 31st March 2019

2.3 Income from Patient Care Activities (by source)

2018/19 2017/18

£000 £000
Income from patient care activities received from:
NHS England 11,336 14,288
Clinical commissioning groups 166,330 159,488
NHS Foundation Trusts 8,796 8,805
NHS Trusts 150 247
Local authorities 452 240
Department of Health and Social Care 2,875 -
NHS other (including Public Health England) 25,059 25,448
Non NHS: private patients 257 358
Non NHS: overseas patients (non-reciprocal, chargeable to patient) 92 117
Injury cost recovery scheme 1,382 776
Non NHS: other 237 1,693

216,966 211,400

2.4 Other Operating Income
2018/19 2017/18

£000 £000

Research and development 634 636
Education and training 7,771 7,688
Charitable contributions to expenditure 636 2,299
Non-patient care services to other bodies 1,999 1,630
Provider Sustainability Fund Income 4,547 8,670
Car parking 1,512 1,318
Catering 1,259 1,234
Other income 2,857 3,214
Amortisation of PPP deferred credits 65 67
21,280 26,756

2.5 Directly Invoiced Overseas Visitors

2018/19 2017/18

£000 £000
Income recognised this year 92 117
Cash payments received in-year (relating to invoices raised in current and previous (44) 51)
years)
Amounts added to provision for impairment of receivables 37 53
Amounts written off in-year 95 57
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2.6 Additional information on revenue from contracts with customers recognised in the period

Material Related Party transactions with Other NHS Bodies are further detailed below:

Revenue
Revenue recognised from Revenue
recognised from other DHSC recognised from
NHS providers group bodies  non DHSC group
Total Accounts Accounts bodies Accounts
2018/19 2018/19 2018/19 2018/19
£000 £000 £000 200[0]
Revenue recognised in the reporting
period that was included in contract 1,737 206 70 1,461
liabilities at the previous period end
3. Operating Expenses
2018/19 2017/18
£000 £000
Operating expenses comprise:
Purchase of healthcare from non-NHS and non-DH bodies 447 146
Staff and executive directors costs 168,052 160,922
Remuneration of non-executive directors 120 118
Drug Costs 20,083 20,660
Supplies and services (excluding drug costs)
- clinical 26,281 23,001
- general 3,264 3,375
Establishment 2,097 2,177
Transport 159 178
Premises 10,704 8,857
Depreciation & Amortisation 4,293 4,324
(Decrease)/Increase in bad debt provision (112) 1,301
Provisions / released in year (555) (2,277)
Audit fees - statutory audit 55 53
Other services: audit related assurance services 13 12
Other services: other - -
Contribution to clinical negligence scheme 8,315 9,661
Consultancy 75 140
Internal audit costs 93 89
Training courses 544 598
Notional training funded from apprenticeship fund 185 47
Insurance 39 37
Impairment/(Reversal of impairment) of property, plant and equipment 5,056 (12,054)
Other 638 1,547
249,846 222,912

198



Countess of Chester Hospital NHS Foundation Trust Annual Report 2018/19
Annual Accounts for the year ended 31st March 2019

4. Arrangements containing an operating lease

2018/19 2017/18
£000 £000
Minimum lease payments 2,360 1,815
2,360 1,815
4.1 Total future minimum operating lease payments

2018/19 2017/18
£000 £000

Payable:
not later than one year; 1,656 1,566
later than one year and not later than five years; 6,648 6,521
later than five years. 325 2,003
8,629 10,090

The Trust has short term operating leases for various types of equipment usually on a short
term basis and the payments for these are included in the minimum lease payments for the
financial year.

The Trust is also committed under contract for five managed service contracts which provide
equipment as part of the contract. These contracts have between 1 and 5 years left before
expiry, with an opportunity to extend to 10 years. Also included are a number of lease cars
and vans. These leases are for a period of three years.

5. Employee Expenses and Numbers

5.1 Employee expenses

Total Total

2018/19 2017/18

£000 £000

Short term employee benefits - salaries and wages 135,680 130,086
Social security costs 12,103 11,483
Apprenticeship levy 638 605
Employer’s contributions to NHS pensions 15,239 14,433
Other Employment Benefits - 3
Temporary staff (including agency) 4,422 4,373
168,082 160, 983
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5.2 Retirements due to lll-health

During 2018/19 (prior year 2017/18) there was
1 (4) early retirement from the Trust agreed
on the grounds of ill-health. The estimated
additional pension liabilities of these ill-
health retirements will be £40,000 (£203,000).

5.3 Directors’ Remuneration

Executive Directors Remuneration
Employer's contributions for national insurance

Employer’s contributions to the pension scheme

There are a total of 8 Executive Directors
in total at the end of the financial year, 6 to
whom benefits are accruing under defined
benefit pension schemes. For further
information please see the remuneration
report on page 48 of the annual report.

5.4 Losses and Special Payments

NHS Foundation Trusts are required to
record cash payments and other adjustments
that arise as a result of losses and special
payments. In the year the Trust had 186

6. Pension Costs

Past and present employees are covered

by the provisions of the two NHS Pension
Schemes. Details of the benefits payable

and rules of the Schemes can be found on
the NHS Pensions website at www.nhsbsa.
nhs.uk/pensions. Both are unfunded defined
benefit schemes that cover NHS employers,
GP practices and other bodies, allowed

under the direction of the Secretary of State

in England and Wales. They are not designed
to be run in a way that would enable NHS
bodies to identify their share of the underlying
scheme assets and liabilities. Therefore, each
scheme is accounted for as if it were a defined
contribution scheme: the cost to the NHS
body of participating in each scheme is taken
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The cost of these ill-health retirements

will be borne by the NHS Business
Services Authority - Pensions Division. This
information was supplied by NHS Business
Services Authority - Pensions Division.

Total Total
2018/19 2017/18
0000} 0000}
956 776

119 101

90 91

(2017/18 131) separate losses and special
payments, totalling £551,000 (2017/18
£154,000). These losses were mainly due to
bad debts and damage/loss of property, and
are reported on an accruals basis.

During the year the Trust paid an out-
of-court special payment of £375k to a
contractor based on legal advice. This was
disclosed as a contingent liability in the
Trust's 2017/18 Annual Accounts.

as equal to the contributions payable to that
scheme for the accounting period.

In order that the defined benefit obligations
recognised in the financial statements do not
differ materially from those that would be
determined at the reporting date by a formal
actuarial valuation, the FReM requires that
“the period between formal valuations shall be
four years, with approximate assessments in
intervening years”. An outline of these follows:

a) Accounting valuation

A valuation of scheme liability is carried out
annually by the scheme actuary (currently
the Government Actuary’s Department)



as at the end of the reporting period. This
utilises an actuarial assessment for the
previous accounting period in conjunction
with updated membership and financial data
for the current reporting period, and are
accepted as providing suitably robust figures
for financial reporting purposes.

The valuation of scheme liability as at 31
March 2019, is based on valuation data as

at 31 March 2018, updated to 31 March

2019 with summary global member and
accounting data. In undertaking this actuarial
assessment, the methodology prescribed in
IAS 19, relevant FReM interpretations, and
the discount rate prescribed by HM Treasury
have also been used.

The latest assessment of the liabilities of the
scheme is contained in the scheme actuary
report, which forms part of the annual NHS
Pension Scheme Accounts. These accounts
can be viewed on the NHS Pensions website
and are published annually. Copies can also
be obtained from The Stationery Office.

b) Full actuarial (funding) valuation

The purpose of this valuation is to assess

the level of liability in respect of the benefits
due under the schemes (taking into account
its recent demographic experience), and to
recommend the contribution rates payable by
employees and employers.

/. Net Finance Costs

7.1 Finance Income

Interest on loans and receivables

7.2 Finance Costs
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The latest actuarial valuation undertaken for
the NHS Pension Scheme was completed for
the year ending 31 March 2016. The results of
this valuation set the employer contribution
rate payable from April 2019. The Department
of Health and Social Care have recently laid
Scheme Regulations confirming that the
employer contribution rate will increase to
20.6% of pensionable pay from this date.

The 2016 funding valuation was also expected
to test the cost of the Scheme relative to

the employer cost cap set following the

2012 valuation. Following a judgement from
the Court of Appeal in December 2018,
Government announced a pause to that part
of the valuation process pending consultation
of the continuing legal process.

6.1 Auto-Enrolement

The Pensions Act 2008 introduced automatic
enrolment of eligible workers into a qualifying
workplace pension scheme. The NHSPS is
such a scheme and the legislation took effect
from 2013. This took effect for the Countess of
Chester NHS Foundation Trust from July 2013.
The Trust has a duty to automatically enrol
eligible workers, between the ages of 22

and State Pension age subject to certain

pay criteria. For the Countess of Chester
Hospital NHS Foundation Trust the number of
enrolments and contributions are immaterial.

2018/19

2017/18

£000 £000

102 41

2018/19 2017/18

£000 £000

Interest on Loans from the Department of Health and Social Care 499 425
Interest on obligations under PPP contracts:

- finance cost 109 112

- contingent finance cost 70 72

678 609




8. Property, Plant and Equipment Fixed Asset Movement 2018/19

Buildings Excluding Assets Under Transport Information Furniture & Total
Equipment Technology Fittings 31 March 2019

Land Dwellings Plant & Machinery

Dwellings Construction

£000 £000 £000 000} 000} £000 200[0] £000 000}

Cost or valuation

At 1 April 2018 4,092 70,621 2,591 2,735 33,130 20 8,853 4,506 126,548
Additions - purchased - 1,008 - 3,643 1,958 - 474 44 7,127
Additions - donated and grant funded - 80 - - 143 - - - 223
Reclassifications - 306 - (518) - - 123 89 -
Impairments (1,006) (5,830) - - - - - - (6,836)

Other in year revaluation - - - - - - . . R

Disposals - - - - 971) - - - 971)

At 31 March 2019 3,086 66,185 2,591 5,860 34,260 20 9,450 4,639 126,091

Accumulated depreciation
At 1 April 2018 - - 620 - 19,220 20 5,319 3,489 28,668
Impairments - (1,194) - - - - - - (1,194)

Other in year revaluation - - - B - . . . R

Disposals - - - - (908) - - - (908)
Provided during the year - 1,194 62 - 1,786 - 987 264 4,293
At 31 March 2019 - - 682 - 20,098 20 6,306 3,753 30,859

Net book value

Purchased at 1 April 2018 2,982 69,193 - 2,735 13,309 - 3,534 1,017 92,770
PPP Obligations at 1 April 2018 1,110 - 1,971 - - - - - 3,081
Donated at 1 April 2018 - 1,428 - - 601 - - - 2,029
Total at 1 April 2018 4,092 70,621 1,971 2,735 13,910 - 3,534 1,017 97,880

Net book value

Purchased at 31 March 2019 1,976 64,756 1,909 5,860 13,520 - 3,144 886 92,051
PPP Obligations at 31 March 2019 1,110 - - - - - - - 1,110
Donated at 31 March 2019 - 1,429 - - 642 - - - 2,071
Total at 31 March 2019 3,086 66,185 1,909 5,860 14,162 - 3,144 886 95,232
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8.1 Net Book Value of Assets held under PPP Obligations

2018/19 2017/18
£000 £000

PPP Arrangements
Cost of valuation at 1 April 4,033 4,033
Cost or valuation at 31 March 4,033 4,033
2018/19 2017/18
£000 £000
Depreciation at 1 April as previously stated 952 890
Accumulated depreciation at 1 April as restated 952 890
Provided during the year 62 62
Accumulated depreciation at 31 March 1,014 952
Net Book Value under PPP obligations at 31 March 3,019 3,081

In 2005/06, the Trust entered into a Public Private Partnership with Frontis Homes Limited,

a registered social landlord, to provide our staff accommodation and on-call facilities. The
£5.9m scheme has significantly improved the quality of the previous accommodation, and
increased the ability of the Trust to continue to attract the best staff. The Trust will contribute
annually toward the cost of the rent and services to be provided for the on-call facility. The
term of the agreement is 40 years.

9. PPP Obligations

9.1 Gross PPP Obligations
31 March 2019 31 March 2018

£000 £000
Gross PPP Liabilities 3,274 3,420
of which liabilities are due:
Not later than one year 149 146
Between one and five years 743 751
After five years 2,382 2,523
Finance charges allocated to future periods (1,196) (1,305)
Net PPP Liabilities 2,078 2,115
Not later than one year 41 37
Between one and five years 353 343
After five years 1,684 1,735

2,078 2,115
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9.2 Total Future Payments in respect of PPP Arrangements
31 March 2019 31 March 2018

£000 £000
of which due:
Not later than one year; 430 420
later than one year and not later than five years; 1,832 1,787
later than five years. 9,074 9,549
Total future payments committed 11,336 11,756

9.3 Analysis of Amounts Payable to Service
Concession Operator

31 March 2019 31 March 2018

00(0} £000
Unitary payment payable to service concession operator
Consisting of:
Interest Charge 109 112
Repayment of finance lease liability 37 55
Service element 204 171
Contingent rent 70 72
420 410

10. Inventories
31 March 2019 31 March 2018

£000 £000
Drugs 1,161 993
Consumables 526 444
1,687 1,437

10.1 Inventories Recognised in Expenses

31 March 2019 31 March 2018

£000 £000
Inventories recognised in expenses 21,765 21,934
Write-down of inventories recognised as an expense 50 70
Total Inventories recognised in expenses 21,815 22,004
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11. Trade and Other Receivables

Current

Trade receivables

Contract receivables

Contract assets

Allowance for impaired contract receivables/assets

Amounts due in respect of NHS Improvement Provider
Sustainability Fund (PSF)

PDC Dividend Receivable

VAT recoverable

Other receivables

Accrued Income

Prepayments

Total Current Trade and Other Receivables

Of which receivables from NHS and DHSC group bodies:

Current

31 March 2019 31 March 2018

2000}

£000

- 7,382
6,610 -
(509) (2,703)
2,759 6,191
169 357
164 244
382 342

- 717
1,634 1,948
11,209 14,478
7,334 11,298

There are no non-current contract
receivables. The majority of trade is with
other NHS organisations, which are funded
by government, therefore no credit scoring
of them is considered necessary.

Following the application of IFRS 15 from

1 April 2018, the Trust's entitlements to
consideration for work performed under
contracts with customers are shown
separately as contract receivables and
contract assets. This replaces the previous
analysis into trade receivables and accrued

income. IFRS 15 is applied without
restatement therefore the comparative
analysis of receivables has not been restated
under IFRS 15.

11.1 Allowance for Credit losses 2018/19
IFRS 9 and IFRS 15 are adopted without
restatement therefore this analysis is
prepared in line with the requirements of
IFRS 7 prior to IFRS 9 adoption. As a result
it differs in format to the current period
disclosure.

Receivables and Contract Assets

£000
Allowances as at 1 Apr 2018 - brought forward 2,703
Impact of implementing IFRS 9 (and IFRS 15) on 1 April 2018 (1,857)
New allowances arising 264
Changes in existing allowances -
Reversals of allowances (376)
Utilisation of allowances (write offs) (225)
At 31 March 2019 509
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11.2 Provision for Impairment of Receivables - 2017/18
IFRS 9 and IFRS 15 are adopted without restatement therefore this analysis is prepared in line
with the requirements of IFRS 7 prior to IFRS 9 adoption. As a result it differs in format to the

current period disclosure.

Balance at 1 April

Increase in allowance

Amount written off during the year
Amount recovered during the year

At 31 March 2018

12. Trade and Other Payables

All Receivables

31 March 2018
20,00}

1,716
2,061
(314)
(760)

2,703

Current Non-current

31 March 2019 31 March 2018 31 March 2019 31 March 2018

£000 000} £000 000}
Trade payables 12,716 12,846 - -
NHS Pension Scheme 2,183 2,018 - -
Other payables 1,563 2,355 - -
Accrued interest on DHSC loans - 61 - -
Accruals 3,750 1,945 - -
Total 20,212 19,225 - -
Of which payable to NHS and DHSC group
bodies:
Current 3,714 3,209 - -

Following the adoption of IFRS 9 on 1 April 2018, loans are measured at amortised cost. Any
accrued interest is now included in the carrying value of the loan within note 13. IFRS 9 is
applied without restatement, therefore comparatives have not been restated.

12.1 Other Liabilities

Current Non-current

31 March 2019 31 March 2018 31 March 2019 31 March 2018

Deferred Income

Deferred PPP Credits

Total

£000 20/00] £000 £000
2,486 1,737 - -

66 66 1,592 1,658
2,552 1,803 1,592 1,658
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13. Borrowings

Current Non-current

31 March 2019 31 March 2018 31 March 2019 31 March 2018

£000 £000 20/0[0) £000

Loans from the Department of Health and

. 4,747 4,686 33,964 31,924

Social Care
Obligations under PPP Contracts 41 37 2,037 2,078
4,788 4,723 36,001 34,002

Date Datetobe Interest Loan Amount outstanding

Schedule of Borrowing Started  completed Rate Amount  (excluding interest accrued)
£000

Loan 1 - Normal course of

. : Mar 10 Mar 20 3.09% 6,000 662
business capital loan
Loan 2 - Normal course of Mar 12 Sep21  246% 5000 1,318
business capital loan
Loan 3 - Normal course of Mar 13 Mar18  0.48% 4,500 .
business capital loan
Loan 4 - Normal course of Mar 13 Sep27  1.39% 16,800 10,584
business capital loan
Loan 5 - Normal course of Oct 14 Nov21  1.36% 11,000 5,079
business capital loan
Loan 6 - Normal course of Sep 17 Aug32  103% 8090 7,532
business capital loan
Loan 7 - Interim revenue loan Jan 18 Jan 21 1.50% 1,724 1,724
Loan 8 - Interim revenue loan Feb 18 Feb 21 1.50% 1,305 1,305
Loan 9 - Interim revenue loan Mar 18 Mar 21 1.50% 3,720 3,720
Loan 10 - Interim revenue loan Dec 18 Dec 21 1.50% 1,638 1,638
Loan 11 - Interim revenue loan Jan 19 Jan 22 1.50% 1,578 1,578
Loan 12 - Interim revenue loan Mar 19 Mar 22 1.50% 3,506 3,506

13.1 Reconciliation of liabilities arising from financial activities

Loans from DHSC PPP schemes Total
£000 £000 £000

Carrying value at 1 April 2018 36,610 2,115 38,725
Cash movements:
Flnahcmg cas'h ﬂ.ows - payments and 2036 (37) 1.999
receipts of principal
Financing cash flows - payments of interest (495) (109) (604)
Impact of implementing IFRS 9 b1 i b1
on 1 April 2018
Application of effective interest rate 499 109 608
Carrying value at 31 March 2019 38,711 2,078 40,789
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14. Provisions

Current Non-Current Current Non-Current

31 March 2019 31 March 2019 31 March 2018 31 March 2018

£000 £000 £000 £000

Pensions - Early Departure Costs 15 162 15 173
Pensions - Injury Benefit 37 1,110 36 1177
Legal Claims 250 - 566 -
Other 150 - 447 -
Restructuring 78 - 168 -
530 1,272 1,232 1,350

Pensions  Pensions Legal Restructuring
- Early - Injury  Claims
Departure Benefit
Costs
£000 £000
At 1 April 2018 188 1,213 566 447 168 2,582
Arising during the year 4 1 132 - - 137
Utilised during the year (15) (37) (54) - (20) (196)
Change in Discount Rate - (30) - - - (30)
Reversed unused - - (394) (297) - (691)
At 31 March 2019 177 1,147 250 150 78 1,802

Expected timing of cashflows:

- not later than one year 15 37 250 150 78 530
- Iater'than one year and not later 40 158 i i . 218
than five years
- later than five years 102 952 - - - 1,054
177 1,147 250 150 78 1,802
14.1 Provisions Legal claims
Pensions relating to other staff Legal claims consist of amounts due as a
Provisions for capitalised pension benefits result of third party and employee liability
are based on tables provided by the Office claims. The values are based on information
for National Statistics, reflecting years to provided by the Trust's solicitors and NHS
normal retirement age and the additional Resolution.
pension costs associated with early
retirement. No further capitalisations of Other
pension benefits have been applied during The other provision relates to outstanding
the financial year. This provision relates to pay reform assimilations and changes in
two former employees. legislation.
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Permanent Injury Benefits

Permanent Injury Benefits are payable to
eligible individuals, and are calculated in the
same way as capitalised pension benefits.
The calculations are based on current
payments in relation to expected life tables

as issued by the Office for National Statistics.

These are discounted using the Treasury
published discount rate.

Restructuring
The restructuring provision is for those staff
that have applied for the Mutually Agreed
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Resignation Scheme but which have not yet
been paid out.

£130,234,000 is included in the provisions
of NHS Resolution at 31/3/19 in respect of
clinical negligence liabilities for the Trust
(31/3/2018 £153,892,000)

The provisions for legal claims are calculated
by reference to expected cash flows
discounted back at the relevant current
Treasury discount rate.

15. Other Investments and Cash and Cash Equivalents

15.1 Other Investments

Balances at 1 April
Net change in year

Other Investments

Other investments at 31 March 2019
represent amounts held in a designated
deposit account set up as part of a funding
agreement to deliver a new Neonatal

Unit. Release of the funds is dependent

on successful delivery of each phase of
the construction, which is expected to last

15.2 Cash and Cash Equivalents

Bank balances at 1 April

Net change in year

Cash and cash equivalents in the statement of cash flows at 31 March

Broken down into:
Cash at commercial banks and in hand
Cash with the Government Banking Service

Total cash and cash equivalents as in SoFP

31 March 2019 31 March 2018

£000 £000
2,591 -
- 2,591
2,591 2,591

for around 18 months and commenced in
April 2019. The account is denominated in
sterling. The account attracts interest at rates
based on LIBOR or equivalent market rates.
The carrying amounts are equivalent to their
fair values.

31 March 2019 31 March 2018

£000 £000
9,112 7,093
(1,678) 2,019
7,434 9,112
237 220
7,197 8,892
7,434 9,112

Cash and cash equivalents at 31 March 2019 are held in instant access bank accounts, short-
term money market investments and other deposit accounts denominated in sterling. They
attract interest at rates based on LIBOR or equivalent market or public sector rates. The
carrying amounts are equivalent to their fair values.
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16. Capital Commitments and Events After the Reporting Date

16.1 Capital Commitments

31 March 2019 31 March 2018

£000 £000
Contractual Capital Commitments at 31 March not otherwise included in
these financial statements:
Property, Plant and Equipment 1,863 76

16.2 Events After the Reporting Date
There are no disclosable events after the reporting date.

17. Third Party Assets

The Trust held £0k In the Bank (2017/18 £0) which relates to monies held by the NHS
Foundation Trust on behalf of patients.

18. Related Party Transactions

The Countess of Chester Hospital NHS Foundation Trust is a public interest body authorised
by NHS Improvement the Independent Regulator for NHS Foundation Trusts.

The Trust has received £595,000 (2017/18 £2,284,000 total) payments from a number of
charitable funds for which the Trust acts as Corporate Trustee.

Other NHS entities that interact with the Countess of Chester Hospital NHS Foundation Trust
are regarded as related parties. The transactions are in the normal course of business and are
on an arms length basis. During the year the Countess of Chester Hospital NHS Foundation
Trust had a number of material transactions with other NHS entities which are listed below.
The amounts outstanding are unsecured and will be settled in cash. No guarantees have
been given or received.

2018/19 2018/19

Income Expenditure Current Current

Receivables Payables
0000} 00(0} £000 0000}

Value of transactions with:

Department of Health 2,931 - 13 -
Other NHS Bodies 201,694 17,126 7,131 3,881
Charitable Funds 595 - 43 -
Other WGA Bodies 25,963 29,215 459 5,852
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Material Related Party transactions with Other NHS Bodies are further detailed below:

2018/19 2018/19

Current Current

Income  Expenditure receivables payables

200[0) 200[0) £000 £00(0]
Alder Hey Children’s NHS Foundation Trust 182 161 4 80
Bridgewater Community Healthcare NHS Foundation Trust 159 7 78 7
Cheshire and Wirral Partnership NHS Foundation Trust 1,461 765 261 404
Liverpool Women's NHS Foundation Trust 19 225 1 35
Mid Cheshire NHS Foundation Trust 291 5 16 1
The Clatterbridge Cancer Centre NHS Foundation Trust 451 (4) - -
The Walton Centre NHS Foundation Trust 148 41 44 6
Warrington and Halton Hospitals NHS Foundation Trust 504 810 136 528
Wirral Community NHS Foundation Trust 135 - 15 -
Wirral University Teaching Hospital NHS Foundation Trust 6,607 3,818 1,534 1,539
East Cheshire NHS Trust 379 58 39 78
Royal Liverpool & Broadgreen University Hospitals NHS Trust 572 527 165 248
St Helens and Knowsley Hospitals NHS Trust 4 (18) 1 22
NHS Eastern Cheshire CCG 81 - - 7
NHS Halton CCG 1,350 - - 42
NHS Liverpool CCG 229 - 3 -
NHS Shropshire CCG 580 - - "
NHS South Cheshire CCG 541 - 7 -
NHS St Helens CCG 287 - - 21
NHS Vale Royal CCG 1,558 - 3 -
NHS Warrington CCG 1,997 - 4 -
NHS West Cheshire CCG 152,511 84 673 235
NHS Wirral CCG 5,779 - - 148
NHS England 4,549 55 2,759 9
Public Health England 53 456 9 18
Health Education England 7,603 3 79 -
NHS Resolution - 8,314 - 13
Care Quality Commission - 161 - -
NHS Property Services 121 944 99 -
NHS England - Cheshire and Merseyside Local Office 2,296 - 98 -
NHS England - North West Specialised Commissioning Hub 8,851 - - 106
HM Revenue & Customs - VAT - - 164 -
HM Revenue & Customs - Other 8 12,749 - 3,458
National Heath Service Pension Scheme - 15,239 - 2,182

Welsh Health Bodies - Betsi Cadwaladr University Local

Health Board 24,891 6 i 206
NHS Blood and Transplant 20 1,052 21 -
Cheshire East Unitary Authority 120 - - -
Cheshire West and Chester Unitary Authority 483 72 240 1
Flintshire County Council 242 2 - -
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19. Financial Instruments

Disclosure is required under International
Accounting Standards of the role that financial
instruments have had during the period in
creating or changing the risks an entity faces
in undertaking its activities. The Countess

of Chester Hospital NHS Foundation Trust
actively seeks to minimise its financial risks.

In line with this policy, the Trust neither buys
nor sells financial instruments. Financial
assets and liabilities are generated by day-to-
day operational activities rather than being
held to change the risks facing the Trust in
undertaking its activities.

Market Risk

Interest-Rate Risk

All of the Trust's financial liabilities carry nil

or fixed rates of interest. In addition, the only
element of the Trust's assets that are subject to
a variable rate are short term cash investments.
The Trust is not, therefore, exposed to
significant interest-rate risk. Interest rate
profiles of the Trust's relevant financial assets
and liabilities are shown in notes 12 and 15.

Foreign Currency Risk
The Trust has negligible foreign currency
income or expenditure.

Credit Risk

The Trust operates primarily within the

NHS market and receives the majority of its
income from other NHS organisations, as
disclosed in note 18. There is therefore little
risk that one party will fail to discharge its
obligation with the other. Disputes can arise,
however, around how the amounts owed are
calculated, particularly due to the complex
nature of the Payment by Results regime.
For this reason the Trust makes a provision
for irrecoverable amounts based on historic
patterns and the best information available
at the time the accounts are prepared. The
Trust does not hold any collateral as security.

Limitation on Auditors Liability
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Liquidity Risk

The Trust's net operating costs are incurred
under annual agency purchase contracts
with local Clinical Commissioning Groups,
which are financed from resources voted
annually by Parliament. The Trust receives
such contract income in accordance with
Payment by Results (PBR), which is intended
to match the income received in year to the
activity delivered in that year by reference

to the National Tariff procedure cost. The
Trust received cash each month based on an
annually agreed level of contract activity and
there are quarterly payments made to adjust
for the actual income due under PBR. This
means that in periods of significant variance
against contracts there can be a significant
cash-flow impact. The Trust has adequate
liquidity to deal with these variances.

The Trust finances its capital expenditure from
internally generated funds or funds made
available from Government, in the form of
additional Public Dividend Capital, under

an agreed limit. In addition, the Trust has
borrowed from the Department of Health
Financing Facility and may also borrow
commercially in order to finance capital
schemes. Financing is drawn down to match
the capital spend profile of the scheme
concerned and the Trust is not, therefore
exposed to significant liquidity risks in this area.

20. Auditors Liability Limitation
Agreements

As determined in the engagement letter with
KPMG, external auditors to the Trust, the
liability of either party under or in connection
with the contract, whether arising in contract,
tort, negligence, breach of statutory duty or
otherwise, shall not exceed the sum of £2
million in any one year.

2018/2019 2017/2018
£000 £000
2,000 2,000
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21. Carrying Values of Financial Assets

IFRS 9 Financial Instruments is applied retrospectively from 1 April 2018 without restatement
of comparatives. As such, comparative disclosures have been prepared under IAS 39 and the
measurement categories differ to those in the current year analyses.

Held at Held at fair value  Held at fair value  Total book

amortised cost through I&E through OCI value
£000 £000 £000 £000

Carrying values of financial assets as at
31 March 2019 under IFRS 9

Trade and other receivables excluding

. . 9,019 - - 9,019
non financial assets
Other investments / financial assets 2,591 - - 2,591
Cash and cash equivalents at bank and 7434 i i 7,434
in hand
Total at 31 March 2019 19,044 - - 19,044

Loans and Assets at fair value Heldto  Total book

receivables through I&E maturity value
£000 000} £000 £000

Carrying values of financial assets as at
31 March 2018 under IAS 39

Trade and other receivables excluding

) . 11,211 - - 11,211
non financial assets
Other investments / financial assets 2,591 - - 2,591
Cash and cash equivalents at bank and 9112 i i 9112
in hand
Total at 31 March 2018 22,914 - - 22,914

213



Countess of Chester Hospital NHS Foundation Trust Annual Report 2018/19
Annual Accounts for the year ended 31st March 2019

Carrying value of financial liabilities

IFRS 9 Financial Instruments is applied retrospectively from 1 April 2018 without restatement
of comparatives. As such, comparative disclosures have been prepared under IAS 39 and the
measurement categories differ to those in the current year analyses.

Held at Held at fair Total book

amortised cost  through the I&E value
£000 00[0} £000

Carrying values of financial liabilities as at 31 March 2019
under IFRS 9

Loans from the Department of Health and Social Care 38,711 - 38,711
Obligations under finance leases - - _

Obligations under PFI, LIFT and other service concession

2,078 - 2,078
contracts
Other borrowings - - .
Traglg .and other payables excluding non financial 18,029 _ 18,009
liabilities
Other financial liabilities - R -
Provisions under contract - R _
Total at 31 March 2019 58,818 - 58,818

Other financial Held at fair Total book

liabilities  through the I&E value
3000 £000 £000)

Carrying values of financial liabilities as at 31 March 2018
under IAS 39

Loans from the Department of Health and Social Care 36,610 - 36,610
Obligations under finance leases - - _

Obligations under PFI, LIFT and other service concession

2,115 - 2,115
contracts
Other borrowings - - .
'Ijra(jg 'and other payables excluding non financial 17,097 i 17.097
liabilities
Other financial liabilities - - _
Provisions under contract - R _
Total at 31 March 2018 55,822 - 55,822
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Maturity of Financial Liabilities

In one year or less

In more than one year but not more than two years
In more than two years but not more than five years

In more than five years

Initial application of IFRS 9

IFRS 9 Financial Instruments as interpreted
and adapted by the GAM has been applied
by the Trust from 1 April 2018. The standard
is applied retrospectively with the cumulative
effect of initial application recognised as an
adjustment to reserves on 1 April 2018.

IFRS 9 replaces IAS 39 and introduces

a revised approach to classification and
measurement of financial assets and financial
liabilities, a new forward-looking 'expected
loss' impairment model and a revised
approach to hedge accounting.

Under IFRS 9, borrowings from the
Department of Health and Social Care,
which were previously held at historic cost,
are measured on an amortised cost basis.
Consequently, on 1 April 2018 borrowings
increased by £61k, and trade payables
correspondingly reduced.

Reassessment of allowances for credit losses
under the expected loss model resulted

in a £0k decrease in the carrying value of
receivables.

The GAM expands the definition of

a contract in the context of financial
instruments to include legislation and
regulations, except where this gives rise to
a tax. Implementation of this adaptation on
1 April 2018 has led to the classification of
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31 March 2019 31 March 2018

£000 £000
22,817 21,819
10,871 4,723
16,139 16,634
8,991 12,646
58,818 55,822

receivables relating to Injury Cost Recovery
as a financial asset measured at amortised
cost. The carrying value of these receivables
at 1 April 2018 was £872,000.

Initial application of IFRS 15

IFRS 15 Revenue from Contracts with
Customers as interpreted and adapted by
the GAM has been applied by the Trust
from 1 April 2018. The standard is applied
retrospectively with the cumulative effect
of initial application recognised as an
adjustment to the income and expenditure
reserve on 1 April 2018.

IFRS 15 introduces a new model for the
recognition of revenue from contracts with
customers replacing the previous standards
IAS 11, IAS 18 and related interpretations.
The core principle of IFRS 15 is that an
entity recognises revenue when it satisfies
performance obligations through the transfer
of promised goods or services to customers
at an amount that reflects the consideration
to which the entity expects to be entitled to
in exchange for those goods or services.

As directed by the GAM, the Trust has
applied the practical expedient offered in
C7A of the standard removing the need

to retrospectively restate any contract
modifications that occurred before the date
of implementation (1 April 2018).
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