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Wirral University Teaching Hospital INHS |

NHS Foundation Trust

Board of Directors

Agenda ltem

3

Title of Report

Annual Accounts 2017/18 and Letter of Representation

Date of Meeting

25 May 2018

Author

Deborah Harman
Assistant Director of Finance — Financial Services

Accountable Executive

Karen Edge
Acting Director of Finance

BAF References

e Strategic Objective
e Key Measure

e Principal Risk

8. Strategic Objective — Enabled by financial, commercial and
operational excellence

Level of Assurance Positive
e Positive

* Gap(s)

Purpose of the Paper Approval

e Discussion
e Approval
e To Note

Data Quality Rating

Gold — externally validated data

FOlI status

Document may be disclosed in full

Equality Impact
Assessment
Undertaken

e Yes

e No

No

Executive summary

The Trust is required under the National Health Service Act 2006 to prepare annual
accounts. These accounts must comply with HM Treasury-approved directions issued by
NHS Improvement, in exercising statutory functions conferred on Monitor. In particular, the
accounts must comply with the Department of Health and Social Care Group Accounting
Manual (DHSC GAM).

The Trust is also required annually to present a letter of management representation to the
external auditor. In this letter, management state that the financial statements are, to its
knowledge, correct and compliant, and the letter can be relied upon by the auditor in any
areas where other types of audit evidence were not available or sufficient.

The purpose of this paper is to present the 2017/18 annual accounts and letter of
representation to the Board of Directors for approval.
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5.

Letter of representation

The draft letter of representation on the financial statements is included at Appendix 1. The
composition of the letter follows a set format, and the required content is guided by Grant
Thornton UK LLP, as it needs to satisfy the external auditor’s requirement.

If approved by the Board of Directors, the Acting Chief Executive Officer and the

Acting Director of Finance will sign the letter on its behalf.

Annual accounts

Draft annual accounts and Trust Accounts Consolidation (TAC) schedules were submitted to

NHS Improvement on 24 April 2018. Copies were provided to the Trust's external auditor,

Grant Thornton UK LLP for the purposes of statutory audit. The draft accounts are to be

circulated to members separately.

If approved by the Board of Directors, the Acting Chief Executive Officer will sign the
accounts on its behalf.

2017/18 accounts headlines

The Acting Director of Finance will present key messages from the Trust's annual accounts.
Headline financial metrics for 2017/18 are noted below.

£m

Deficit (17.4)
Income and gains 337.0
Expenditure (354.4)
Cash balance at 31 March 8.0
Net borrowings in year 22.4
Capital expenditure in year 13.6

Conclusions

e The draft annual accounts have been prepared in accordance with IFRSs and sector-
specific accounting guidance.

e The signed letter of representation should be presented to the auditor, after which the
Trust expects to receive the signed audit opinion for inclusion in the final Annual
Report and Accounts.

e The Audit Committee of 17 May 2018 is expected to recommend to the Board of
Directors the approval of both the letter of representation and the accounts.

e The final accounts will be submitted to NHS Improvement on or before 29 May 2018,
presented within the Trust's Annual Report and Accounts 2017/18.
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6. Recommendation

The Trust's Board of Directors is asked to approve the 2017/18 letter of representation
(Appendix 1) and annual accounts.

Deborah Harman
Assistant Director of Finance — Financial Services

May 2018
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Appendix 1

NHS

Wirral University
Teaching Hospital

NHS Foundation Trust

Grant Thornton UK LLP
4 Hardman Square
Manchester

M3 3EB

25 May 2018

Dear Sirs

Wirral University Teaching Hospital NHS Foundation Trust financial statements
for the year ended 31 March 2018

This representation letter is provided in connection with the audit of the financial
statements of Wirral University Teaching Hospital NHS Foundation Trust for the year
ended 31 March 2018 for the purpose of expressing an opinion as to whether the
financial statements are presented fairly, in all material respects in accordance with
International Financial Reporting Standards, the NHS Foundation Trust Annual
Reporting Manual issued by NHS and the Department of Health and Social Care Group
Accounting Manual 2017-18.

We confirm that to the best of our knowledge and belief having made such inquiries as
we considered necessary for the purpose of appropriately informing ourselves:

Financial Statements

i As Trust Board members, we have fulfilled our responsibilities under the National
Health Services Act 2006 for the preparation of the financial statements in
accordance with International Financial Reporting Standards, the NHS Foundation
Trust Annual Reporting Manual (the ARM) and the Department of Health and Social
Care Group Accounting Manual 2017-18 (GAM); in particular the financial
statements are fairly presented in accordance therewith.

i We have complied with the requirements of all statutory directions affecting the
Trust and these matters have been appropriately reflected and disclosed in the
financial statements.

#PROUD TO CARE FOR YOU wuth.nhs.uk
@wuthnhs #proud
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NHS

Wirral University
Teaching Hospital

NHS Foundation Trust

i The Trust has complied with all aspects of contractual agreements that could have
a material effect on the financial statements in the event of non-compliance. There
has been no non-compliance with requirements of the Care Quality Commission or
other regulatory authorities that could have a material effect on the financial
statements in the event of non-compliance.

iv We acknowledge our responsibility for the design, implementation and maintenance
of internal control to prevent and detect fraud.

v Significant assumptions used by us in making accounting estimates, including those
measured at fair value, are reasonable.

vi In calculating the amount of income to be recognised in the financial statements
from other NHS organisations we have applied judgement, where appropriate, to
reflect the appropriate amount of income expected to be derived by the Trust in
accordance with the International Financial Reporting Standards and the GAM. We
are satisfied that the material judgements used in the preparation of the financial
statements are soundly based, in accordance with International Financial Reporting
Standards and the GAM, and adequately disclosed in the financial statements.
There are no other material judgements that need to be disclosed.

vii We acknowledge our responsibility to participate in the Department of Health and
Social Care's agreement of balances exercise and have followed the requisite
guidance and directions to do so. We are satisfied that the balances calculated for
the Trust ensure the financial statements and consolidation schedules are free from
material misstatement, including the impact of any disagreements.

viii Except as disclosed in the financial statements:

a. there are no unrecorded liabilities, actual or contingent;

b. none of the assets of the Trust has been assigned, pledged or
mortgaged; and

c. there are no material prior year charges or credits, nor exceptional or
non-recurring items requiring separate disclosure.

ix Related party relationships and transactions have been appropriately accounted for
and disclosed in accordance with the requirements of International Financial
Reporting Standards and the GAM.

#PROUD TO CARE FOR YOU wuth.nhs.uk
@wuthnhs #proud
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NHS

Wirral University
Teaching Hospital

NHS Foundation Trust

x All events subsequent to the date of the financial statements, and for which
International Financial Reporting Standards and the GAM require adjustment or
disclosure, have been adjusted or disclosed.

xi  The financial statements have been amended for disclosure changes raised during
the audit. The financial statements are free of material misstatements, including
omissions.

xii Actual or possible litigation and claims have been accounted for and disclosed in
accordance with the requirements of International Financial Reporting Standards.
In particular, the Board has assessed the likelihood of any liability crystallising from
the current legal claim by Ryhurst and, having sought independent legal advice,
consider that the legal claim is properly classified as a contingent liability.

xiii We have no plans or intentions that may materially alter the carrying value or
classification of assets and liabilities reflected in the financial statements.
Information Provided

xiv. We have provided you with:

a. access to all information of which we are aware that is relevant to the
preparation of the financial statements such as records, documentation
and other matters;

b. additional information that you have requested from us for the purpose of
your audit; and

c. unrestricted access to persons within the Trust from whom you
determined it necessary to obtain audit evidence.

xv We have communicated to you all deficiencies in internal control of which
management is aware.

xvi All transactions have been recorded in the accounting records and are reflected in
the financial statements.

xvii We have disclosed to you the results of our assessment of the risk that the financial
statements may be materially misstated as a result of fraud.

xviii We have disclosed to you all information in relation to fraud or suspected fraud that
we are aware of and that affects the Trust and involves:

#PROUD TO CARE FOR YOU wuth.nhs.uk
@wuthnhs #proud
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NHS

Wirral University
Teaching Hospital

NHS Foundation Trust

a. management;
b. employees who have significant roles in internal control; or

c. others where the fraud could have a material effect on the financial
statements.

xix We have disclosed to you all information in relation to allegations of fraud, or
suspected fraud, affecting the Trust's financial statements communicated by
employees, former employees, analysts, regulators or others.

xx We have disclosed to you all known instances of non-compliance or suspected non-
compliance with laws and regulations whose effects should be considered when
preparing financial statements.

xxi We have disclosed to you the identity of the Trust's related parties and all the
related party relationships and transactions of which we are aware.

xXii We have disclosed to you all known actual or possible litigation and claims whose
effects should be considered when preparing the financial statements.

xxv The Trust will require an additional cash loan of £25m in 2018/19 to maintain
current payment performance assuming that it delivers its savings plan. Although
the Trust has not received formal notification of future financing, this has always
been available in the past in accordance with the need of the Trust to meet all
essential liabilities and there is no indication that this will not continue. If the Trust
fails to deliver its savings plan in full or its financial deficits are greater than planned
in 2018/19 then further cash loans will be required. As the Trust's continuing
operational stability depends on finance that has not yet been approved this
represents a material uncertainty for the Trust

Although these factors represent a material uncertainty that may cast significant
doubt over the Trust's ability to continue as a going concern, the Directors, having
made appropriate enquiries, still have reasonable expectations that the Trust will
have adequate resources to continue in operational existence for the foreseeable
future. As directed by the GAM, the Directors have prepared the financial
statements on a going concern basis as they consider that the services currently
provided by the Trust will continue to be provided in the foreseeable future.

#PROUD TO CARE FOR YOU wuth.nhs.uk
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NHS

Wirral University
Teaching Hospital

NHS Foundation Trust

Annual Report

xxiiiThe disclosures within the Annual Report fairly reflect our understanding of the
Trust's financial and operating performance over the period covered by the financial
statements.

Annual Governance Statement

xxiv We are satisfied that the Governance Statement fairly reflects the Trust's risk
assurance framework and we confirm that we are not aware of any significant risks
that are not disclosed within the Governance Statement.

Approval

The approval of this letter of representation was minuted by the Trust's Board at its
meeting on 25 May 2018.

Yours faithfully

Signed on behalf of the Trust’s Board of Directors

#PROUD TO CARE FOR YOU wuth.nhs.uk
@wuthnhs #proud
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Wirral University Teaching Hospital NHS

NHS Foundation Trust

Board of Directors

Agenda Item

3

Title of Report

Quiality Account Annual Report

Date of Meeting

25.5.18

Author

Joe Roberts, Head of Assurance

Accountable Executive

Mrs Gaynor Westray, Director of Nursing and Midwifery
Dr Susan Gilby, Medical Director

BAF Reference

Risk 1

Level of Assurance

Full

Purpose of the Paper

For discussion

Data Quality Rating

Mixture of gold, silver and bronze data

FOI status Document may be disclosed in full
Equality Impact Not required

Assessment

Undertaken

1. Executive Summary

The final draft of the Quality Account for 2017/18 has been circulated separately to
members. Earlier drafts were reviewed by the Clinical Governance Group at its meeting on
19t April, by the Quality and Safety Committee on 9" May, and by the Audit Committee on
17" May. The draft report was also presented to Wirral Borough Council’s Adult Care and
Health Overview & Scrutiny Committee on 9" May.

2. Background

The Health and Social Care Act 2009 requires every Trust to produce a Quality Account
describing the performance of its clinical services during the previous financial year. The
annual Quality Account should measure performance against both mandatory national
targets, and local targets which each organisation has set for itself because they are
important from the point of view of patient experience, patient safety or clinical

wuth.nhs.uk
@wuthnhs #proud
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effectiveness. The format and content of the report is prescribed by national regulations,
with limited flexibility to amend it.

Some changes have been made to the report since the draft that was presented to the
Audit Committee. The principal changes were to:

o Update the performance figures for the A&E 4-hour target in section 2.4, to show
separate figures for the Emergency Department alone, as advised by External Audit
(earlier drafts showed only a combined performance figure covering the whole site,
both our ED and the Walk In Centre run by Wirral Community NHS Trust)

¢ Include in the appendices the written feedback received from our external statutory
consultees, which is copied verbatim.

e Update section 3.2.2 and Appendix 2 (national clinical audits) with some information
which was only received shortly before the deadline

e Add the statement provided by Grant Thornton LLP following the completion of their
audit of the Quality Account (Appendix 4)

The only other changes were very minor changes to phrasing or presentation, in response
to feedback received from readers.

3. Key lIssues

Performance against our targets: The Trust did not meet the targets which it set itself for
nutrition and hydration, for pressure ulcers, or for patient flow. We are required to identify a
minimum of three priority topics for the year ahead. In accordance with feedback provided
by the Council of Governors in March, the Trust will have just three Quality Account
priorities in 2018/19. These will be the three listed above, and the numerical targets will also
be rolled forward from 2017/18. This will allow us to concentrate our resources on the areas
where improvement is most needed.

Starting from this year, Trusts are required to report the percentage of deaths of their
patients which have been reviewed to identify lapses in care which could have contributed
to the death, and to learn lessons. The Trust revised its Mortality Review Framework in
early 2017 in response to national guidance that it should seek to review all deaths
occurring in our hospital. However, the new process got off to a slow start at the beginning
of 2017/18; approximately 12% of deaths which occurred during the year have been
reviewed.

External Audit; Grant Thornton LLP, External Auditors, have audited the Quality Account
alongside their audit of the Trust’s financial accounts. They focused on three performance
indicators within the report. Two of these were national targets which NHS Improvement
require to be audited — the four-hour target for Accident and Emergency, and 18 weeks
referral to treatment (incomplete pathways), and the other was a local performance
indicator selected by the Council of Governors — compliance with MUST nutritional
screening assessments for patients who have been in the hospital for seven days or more.

Page 11 of 60



For the two national indicators, the auditors stated that there was “no evidence that these
two indicators were not reasonably stated in all material respects in accordance with the
NHS Foundation Trust Annual Reporting Manual 2017/18 and supporting guidance”. They
found the same for the nutrition and hydration target although they are not required to
provide a formal limited assurance opinion for local performance indicators.

The auditor’s opinion represents an improvement for the Trust — in both 2016/17 and
2015/16 they issued qualified audit opinions because of inaccuracies found while testing the
two national indicators.

Core Indicator Data: Some of the data in section 2.4.5 (Core Indicators) is up to a year old;
this has also been the case in previous years. The data is provided by NHS Digital and is
the most recent that was available on their portal at the time of writing. No further updates
are scheduled by NHS Digital until late June, after the deadline for publishing Quality
Accounts.

4. Next Steps

Final approval of report: following approval by the Board, the Quality Account will be signed
by the Interim Chairman and Acting Chief Executive, and made available on our website
and on NHS Choices. It is incorporated within the Annual Report.

5. Conclusion

The Quality Account describes an extremely busy and challenging year at the Trust.

6. Recommendation

The Board is asked to discuss and approve the report so that it can be published.

Page 12 of 60
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Wirral University Teaching Hospital INHS!

NHS Foundation Trust

Audit Committee

Agenda Item 3

Title of Report Draft Annual Report including Annual Governance Statement
Date of Meeting 25 May 2018

Author Carole Self, Director of Corporate Affairs

Accountable Executive | David Jago. Interim Chief Executive

BAF References All
e Strategic Objective
o Key Measure

e Principal Risk

Level of Assurance Full
e Positive
o Gap(s)

Purpose of the Paper Recommendation to the Board
e Discussion
e Approval

e To Note

Data Quality Rating Silver — quantitative data that has not been externally validated

FOI status Document may be disclosed in full

Equality Impact N/A
Assessment
Undertaken
e Yes
e No

Executive Summary

The draft Annual Report including the Annual Governance Statement has been
circulated to members under separate cover as the Trust is not permitted to publish the
document to the wider public until this has been laid before Parliament.

The Audit Committee reviewed the draft Annual Report including Annual Governance
Statement at its meeting on the 17" May 2018 and specific feedback regarding the
recommendation will be provided via the Chair of Audit Committee report.

The draft report has been supplied to the External Auditors who have concluded that
this is consistent with the requirements.

wuth.nhs.uk
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—
c
(]
=
(&}
e
©
e
0p)
(D]
(&)
C
©
c
L
()]
>
o
Q)
'©
>
c
C
<
©
C
@©
pus
o
Q.
()
@
©
>
c
C
<
=
=
O
(00)
—i
~~
N~
i
(@)
(QV
2]
—
c
>
o
(&)
Q
<
©
C
©
pus
o
o
()
@
'
>
c
C
<
Y
o
'
>
o
—
Q.
o
<
(99)
=
(]
=

Page 13 of 60




Next Steps

The final text for the Annual Report along with the Annual Accounts will be submitted to
NHS Improvement on the 29" May 2018 before noon.

The period between the 29" May 2018 and submission to Parliament is to allow Trusts
time to format the document to the standards required for publication.

The final Annual Report and Accounts must be sent to the Parliamentary Clerk at the
Department of Health by the 25" June 2018 for laying before Parliament.

Once the Annual Report and Accounts are laid before Parliament the Trust will present
these to the Annual Members Meeting.

Recommendations

The Board is asked to approve the Annual Report and the Annual Governance
Statement.
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Wirral University Teaching Hospital INHS

NHS Foundation Trust

Board of Directors

Agenda Item

4

Title of Report

Audit Findings Report 2017/18 and draft opinion documents

Date of Meeting

25 May 2018

Author

Stephen Nixon, Grant Thornton UK LLP

Accountable Executive

Karen Edge, Acting Director of Finance

BAF References
Strategic Objective
Key Measure
Principal Risk

N/A

Level of Assurance
Positive
Gap(s)

N/A

Purpose of the Paper
Discussion

Approval

To Note

To note

Data Quality Rating

N/A

FOI status

Document may be disclosed in full

Equality Impact
Assessment
Undertaken
Yes

No

No
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Independent auditor's report to the Council of Governors of Wirral University Teaching Hospital NHS Foundation Trust
Report on the Audit of the Financial Statements

Opinion

Our opinion on the financial statements is unmodified

We have audited the financial statements of Wirral University Teaching Hospital NHS Foundation Trust (the ‘Trust’) for the year
ended 31 March 2018 which comprise the Statement of Comprehensive Income, the Statement of Financial Position, the Statement
of Changes in Equity, the Statement of Cash Flows and notes to the financial statements, including the accounting policies. The
financial reporting framework that has been applied in their preparation is applicable law and the NHS foundation trust annual
reporting manual 2017/18.

In our opinion the financial statements:

e  give a true and fair view of the financial position of the Trust as at 31 March 2018 and of its expenditure and income for the year
then ended; and

e have been properly prepared in accordance with International Financial Reporting Standards (IFRSs) as adopted by the
European Union, as interpreted and adapted by the NHS foundation trust annual reporting manual 2017 /2018; and

e have been prepared in accordance with the requirements of the National Health Service Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable law. Our
responsibilities under those standards are further described in the Auditor’s responsibilities for the audit of the financial statements
section of our report. We are independent of the Trust in accordance with the ethical requirements that are relevant to our audit of the
financial statements in the UK, including the FRC’s Ethical Standard, and we have fulfilled our other ethical responsibilities in
accordance with these requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

Who we are reporting to

This report is made solely to the Council of Governors of the Trust, as a body, in accordance with Schedule 10 of the National Health
Service Act 2006. Our audit wotk has been undertaken so that we might state to the Trust's Council of Governors those matters we are
required to state to them in an auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not accept or
assume responsibility to anyone other than the Trust and the Trust's Council of Governors, as a body, for our audit work, for this
report, or for the opinions we have formed.

Material uncertainty related to going concern

We draw attention to note 1.3.1 in the financial statements, which indicates that the Trust is secking additional cash support of £25
million in 2018/19 from NHS Improvement. As stated in note 1.3.1, NHS Improvement has not, at the date of our repott, confirmed
this support. These events or conditions, along with the other matters explained in note 1.3.1, indicate that a material uncertainty exists
that may cast significant doubt about the Trust’s ability to continue as a going concern. Our opinion is not modified in respect of this
matter.
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Overview of our audit approach

e Overall materiality: £6,664,000 which represents 1.9% of the Trust's gross operating costs
(consisting of operating expenses and finance expenses);

e Key audit matters were identified as:

- Valuation of land and buildings

- Occurrence and accutacy of income from NHS contractual and non-contractual
variations

- Implementation of general ledger upgrade

e We performed a full scope audit of Wirral University Teaching Hospital NHS Foundation
Trust. We have tested all of the Trust’s material income and expenditure streams and assets

and liabilities.

Page 16 of 60




Key audit matters

The graph below depicts the audit risks identified and their relative significance based on the extent of the financial statement impact

and the extent of management judgement.

Valuation of land

; nd buildings
ngh Management override 2 " &
of control Implementation of
general ledger upgrade Occurrence and
accuracy of
Employee' income from
remuneration NHS
. contractual and
Operating Goi non-contractual
Potential costs roing coneern variations
financial
statement
impact
Low
Low Extent of management judgement High

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the financial statements
of the current year and include the most significant assessed risks of material misstatement (whether or not due to fraud) that we
identified. These matters included those that had the greatest effect on: the overall audit strategy; the allocation of resources in the audit;
and directing the efforts of the engagement team. These matters were addressed in the context of our audit of the financial statements
as a whole, and in forming our opinion theteon, and we do not provide a separate opinion on these matters. In addition to the matter
described in the Material uncertainty related to going concern section, we have determined the matters described below to be the key audit

matters to be communicated in our report.

Key Audit Matter

How the matter was addressed in the audit

Risk 1 — Valuation of land and buildings

The Trust revalues its land and buildings on a five-
yearly basis to ensure the carrying value in the
Trust’s financial statements is not materially
different from fair value at the financial statements
date. The last full revaluation was performed at 31
March 2014. In the intervening years between full
revaluations interim desktop revaluations ate
performed on an annual basis.

This valuation represents a significant estimate by
management in the financial statements.

We therefore identified valuation of property as a
significant risk, which was one of the most
significant assessed risks of material misstatement.

Our audit work included, but was not restricted to:

evaluating management's processes and assumptions for the calculation
of the estimate, the instructions issued to valuation experts and the scope
of their work

assessing the competence, capabilities and objectivity of the valuation
expert

understanding the basis on which the valuation was carried out and
critically assessing the valuer’s report

challenging the information and assumptions used by the valuer to assess
completeness and consistency with our understanding

assessing and challenging the overall reasonableness of the valuation
movement.

The Trust's accounting policy on valuation of property is shown in note 1.8 to
the financial statements and related disclosures are included in note 12.

The Audit Committee identified valuation of land and buildings as a significant
issue in its report on page 77 of the Annual Report, where the Audit
Committee also described the action that it has taken to address this issue.

Key observations

We obtained sufficient audit assurance to conclude that:

the basis of the valuation was appropriate and the assumptions and
processes used by management in determining the estimate were
reasonable;

the valuation of land and buildings disclosed in the financial statements is
reasonable.
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Key Audit Matter

How the matter was addressed in the audit

Risk 2 — Occurrence and accuracy of activity based
contract income and non-contract activity income

89% of the Trust’s operating income is for income
from patient care activities which includes £288.6
million from block contracts, and £6.8 million for
non-contract activities.

Activity based contract income and non-contract
activity income is subject to verification and
agreement by the Trust’s commissioners.

We therefore identified the occurrence and
accuracy of activity based contract income and
non-contract activity income as a significant risk,
which was one of the most significant assessed
risks of material misstatement.

Our audit work included, but was not restricted to:

e  cvaluating the Trust’s accounting policy for recognition of income for
compliance with the Department of Health and Social Care (DHSC)
Group Accounting Manual 2017/18;

e  oaining an understanding of the Trust's system for accounting for activity
based contract income and non-contract activity income and evaluating
the design of the associated controls;

e agreeing a sample of activity based contract income and non-contract
activity income to supporting evidence and testing that it has been
accounted for in accordance with the stated accounting policy.

The Trust's accounting policy on income is shown in note 1.4 to the financial
statements and related disclosures are included in note 2.

The Audit Committee identified recognition of income from patient care
activities as a significant issue in its report on page 76 of the Annual Report,
where the Audit Committee also described the action that it has taken to
address this issue.

Key observations
We obtained sufficient audit evidence to conclude that:

e the Trust’s accounting policy for recognition of income complies with the
DHSC Group Accounting Manual 2017/18 and has been propetly
applied; and

e  income from patient care activities is not materially misstated.

Risk 3 - Implementation of general ledger upgrade

The Trust’s general ledger system is provided by
North East Patches (NEP).

In December 2017, the Trust became a first wave
pilot for the implementation of a significant
general ledger upgrade. As a result, there were two
general ledger systems in operation during
2017/18. The transactions for the first eight
months of 2017/18 were transferred into the
updated general ledger system during the year.
There is a risk over the completeness and accuracy
of the data transfer.

We therefore identified the implementation of the
general ledger upgrade as a significant risk, which
was one of the most significant assessed risks of
material misstatement.

Our audit work included, but was not restricted to:

e  obtaining an understanding of the IT controls operating over the
upgraded general ledger system

° agreeing the transactions and balances from the old general ledger for the
first 8 months of 2017/18 to the opening position in the upgraded
general ledger.

The Audit Committee identified the implementation of the general ledger
upgrade as a significant issue in its report on page 77 of the Annual Report,
where the Audit Committee also described the action that it has taken to
address this issue.

Key observations

We obtained sufficient audit evidence to conclude that the transactions for the
first 8 months of 2017/18 had been completely and accurately transferred into
the upgraded general ledger system.

Our application of materiality

We define materiality as the magnitude of misstatement in the financial statements that makes it probable that the economic decisions
of a reasonably knowledgeable person would be changed or influenced. We use materiality in determining the nature, timing and extent
of our audit work and in evaluating the results of that work.

Materiality was determined as follows:

Materiality Measure

Trust

Financial statements as a whole

£ 6,664,000 which is 1.9% of the Trust’s gross operating costs (consisting of
operating expenses and finance expenses). This benchmark is considered the
most appropriate because we consider users of the financial statements to be
most interested in how it has expended its revenue and other funding.

Materiality for the current year is at the same percentage level of gross
operating costs as we determined for the year ended 31 March 2017 as we did
not identify any significant changes in the Trust or the environment in which
it operates.
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Performance materiality used to drive the extent of | 75% of financial statement materiality

our testing

Specific materiality Disclosure of senior managers’ remuneration in the Remuneration Report
£20,000 based on 2% of the total senior managers’ remuneration.

Communication of misstatements to the Audit £300,000 and misstatements below that threshold that, in our view, warrant

Committee reporting on qualitative grounds.

The graph below illustrates how performance materiality interacts with our overall materiality and the tolerance for potential
uncorrected misstatements.

Overall materiality - Trust

B Tolerance for
potential uncorrected
mistatements

W Performance
materiality

An overview of the scope of our audit

Our audit approach was a risk-based approach founded on a thorough understanding of the Trust's business. It included an evaluation
of the Trust's internal controls including relevant I'T systems and controls over key financial systems.

Our work involved obtaining evidence about the amounts and disclosures in the financial statements to give us reasonable assurance
that the financial statements are free from material misstatement, whether caused by fraud or error. The scope of our audit included:

e undertaking an interim audit visit where we:

— obtained an understanding of and evaluated the Trust’s overall control environment relevant to the preparation of the
financial statements, including its I'T systems,

— completed walk through tests of the Trust’s controls operating in key financial systems where we consider that there is a risk
of material misstatement to the financial statements;

— performed interim testing, on a sample basis of operating expenditure and income.

e performing year-end testing on the Trust’s financial statements, which focussed on gaining assurance around the Trust’s material
income streams and operating costs, testing the Trust’s employee remuneration costs and the notes to the accounts to ensure that
they were compliant with the Department of Health and Social Care’s Group Accounting Manual for 2017/18.

e  We tested, on a sample basis of:
— all of the Trust’s material income streams;
— all of the Trust’s operating expenses;
— current and non-current assets; and

— current and non-current liabilities.

Other information

The Accounting Officer is responsible for the other information. The other information comprises the information included in the
Annual Report, other than the financial statements and our auditor’s report thereon. Our opinion on the financial statements does not
cover the other information and, except to the extent otherwise explicitly stated in our report, we do not express any form of assurance
conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so, consider
whether the other information is materially inconsistent with the financial statements or our knowledge of the Trust obtained in the
course of our work including that gained through work in relation to the Trust’s arrangements for securing value for money through
economy, efficiency and effectiveness in the use of its resoutces or otherwise appears to be materially misstated. If we identify such
material inconsistencies or apparent material misstatements, we are required to determine whether there is a material misstatement in
the financial statements or a material misstatement of the other information. If, based on the work we have performed, we conclude
that there is a material misstatement of this other information, we are required to report that fact.
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We have nothing to report in this regard.

In this context, we also have nothing to report in regard to our responsibility to specifically address the following items in the other
information and to report as uncorrected material misstatements of the other information where we conclude that those items meet the
following conditions:

e  Tair, balanced and understandable in accordance with provision C.1.1 of the NHS Foundation Trust Code of Governance — the
statement given by the directors that they consider the Annual Report and financial statements taken as a whole is fair, balanced
and understandable and provides the information necessary for patients, regulators and other stakeholders to assess the Trust’s
petformance, business model and strategy, is materially inconsistent with our knowledge of the Trust obtained in the audit; or

e The Audit Committee reporting in accordance with provision C.3.9 of the NHS Foundation Trust Code of Governance — the
section describing the work of the Audit Committee does not appropriately address matters communicated by us to the Audit
Committee.

Other information we are required to report on by exception under the Code of Audit Practice

Under the Code of Audit Practice published by the National Audit Office on behalf of the Comptroller and Auditor General (the Code
of Audit Practice) we are required to consider whether the Annual Governance Statement does not meet the disclosure requirements set
out in the NHS foundation trust annual reporting manual 2017/18. We are not required to consider whether the Annual Governance
Statement addresses all risks and controls or that risks are satisfactorily addressed by internal controls.

We have nothing to report in this regard.

Our opinion on other matters required by the Code of Audit Practice is unmodified
In our opinion:

e the parts of the Remuneration Report and the Staff Report to be audited have been propetly prepared in accordance with IFRSs
as adopted by the European Union, as interpreted and adapted by the NHS foundation trust annual reporting manual 2017/18
and the requirements of the National Health Service Act 2006; and

e based on the work undertaken in the course of the audit of the financial statements and our knowledge of the Trust gained
through our work in relation to the Trust’s arrangements for securing economy, efficiency and effectiveness in its use of
resources, the other information published together with the financial statements in the Annual Report for the financial year for
which the financial statements are prepared is consistent with the financial statements.

Matters on which we are required to report by exception
Under the Code of Audit Practice we are required to report to you if:

e  we have reported a matter in the public interest under Schedule 10 (3) of the National Health Service Act 2006 in the course of, or
at the conclusion of the audit; or

e we have referred a matter to the regulator under Schedule 10 (6) of the National Health Service Act 2006 because we had reason to
believe that the Trust, or a director or officer of the Trust, was about to make, or had made, a decision which involved or would
involve the incurring of expenditure that was unlawful, or was about to take, or had taken a course of action which, if followed to
its conclusion, would be unlawful and likely to cause a loss or deficiency.

We have nothing to report in respect of the above matters.
Responsibilities of the Accounting Officer and Those Charged with Governance for the financial statements

As explained more fully in the Statement of Accounting Officer's responsibilities, the Chief Executive, as Accounting Officet, is
responsible for the preparation of the financial statements in the form and on the basis set out in the Accounts Directions included in
the NHS foundation trust annual reporting manual 2017/18, for being satisfied that they give a true and fair view, and for such internal
control as the Accounting Officer determines is necessaty to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, the Accounting Officer is responsible for assessing the Trust’s ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless the Trust
lacks funding for its continued existence or when policy decisions have been made that affect the services provided by the Trust.

The Audit Committee is Those Charged with Governance.

Auditor’s responsibilities for the audit of the financial statements

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

A further description of our responsibilities for the audit of the financial statements is located on the Financial Reporting Council’s
website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s report.

Report on other legal and regulatory requirements — Conclusion on the Trust’s arrangements for securing economy,
efficiency and effectiveness in its use of resources

Qualified conclusion

On the basis of our work, having regard to the guidance issued by the Comptroller & Auditor General in November 2017, except for
the effects of the matters described in the basis for qualified conclusion section of our report, we are satisfied that, in all significant
respects, Wirral University Teaching Hospital NHS Foundation Trust put in place proper arrangements for securing economy,
efficiency and effectiveness in its use of resources for the year ended 31 March 2018.

Basis for qualified conclusion

Our review of the Trust’s arrangements for securing economy, efficiency and effectiveness in its use of resources identified the
following matters:

e The Trust has set a deficit budget of £25 million for 2018/19. The Trust does not have sufficient cash to meet its commitments
without receiving significant external funding from the Department of Health. The Trust’s reliance on revenue support indicates
weaknesses in the Trust’s arrangements for setting a sustainable budget with sufficient capacity to absorb emerging cost pressures.

e During the year, an independent review of the Trust’s governance arrangements found cultural, behavioural and governance issues
at the Trust. These issues led to several resignations from the Trust’s Board, which have adversely impacted the Trust’s leadership
capacity and capability. In March 2018, NHS Improvement invoked an additional license condition on the Trust under section 111
of the Health and Social Care Act 2012 in respect of this matter.

These matters are evidence of weaknesses in the proper arrangements for:

e  sustainable resource deployment in planning finances effectively to support the sustainable delivery of strategic priorities and
maintain statutory functions; and

e  informed decision making by acting in the public interest, through demonstrating and applying the principles and values of sound
governance.

Responsibilities of the Accounting Officer

The Accounting Officer is responsible for putting in place proper arrangements for securing economy, efficiency and effectiveness in
the use of the Trust's resources.

Auditor’s responsibilities for the review of the Trust’s arrangements for securing economy, efficiency and effectiveness in its
use of resources

We are required under paragraph 1 of Schedule 10 of the National Health Service Act 2006to be satisfied that the Trust has made
proper arrangements for securing economy, efficiency and effectiveness in its use of resources and to report where we have not been
able to satisfy ourselves that it has done so. We are not required to consider, nor have we considered, whether all aspects of the Trust's
arrangements for securing economy, efficiency and effectiveness in its use of resources are operating effectively.

We have undertaken our review in accordance with the Code of Audit Practice, having regard to the guidance on the specified criterion
issued by the Comptroller and Auditor General in November 2017, as to whether in all significant respects, the Trust had proper
arrangements to ensure it took propetly informed decisions and deployed resources to achieve planned and sustainable outcomes for
taxpayers and local people. The Comptroller and Auditor General determined this criterion as that necessary for us to consider under
the Code of Audit Practice in satisfying ourselves whether the Trust put in place proper arrangements for securing economy, efficiency
and effectiveness in its use of resources for the year ended 31 March 2018, and to report by exception where we are not satisfied.

We planned our work in accordance with the Code of Audit Practice. Based on our risk assessment, we undertook such work as we
considered necessary to be satisfied that the Trust has put in place proper arrangements for securing economy, efficiency and
effectiveness in its use of resources.

Report on other legal and regulatory requirements - Certificate

We certify that we have completed the audit of the financial statements of Wirral University Teaching Hospital NHS Foundation
Trust in accordance with the requirements of Chapter 5 of Part 2 of the National Health Service Act 2006 and the Code of Audit
Practice.
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Signature to be added

Andrew Smith, Director

for and on behalf of Grant Thornton UK LLP
4 Hardman Square

Manchester

M3 3EB

Date to be added
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Independent Practitioner's Limited Assurance Report to the Council of Governors of
Wirral University Teaching Hospital NHS Foundation Trust on the Quality Report

We have been engaged by the Council of Governors of Wirral University Teaching Hospital
NHS Foundation Trust to perform an independent limited assurance engagement in respect
of Wirral University Teaching Hospital NHS Foundation Trust’s Quality Report for the year
ended 31 March 2018 (the “Quality Report”) and certain performance indicators contained
therein against the criteria set out in the ‘NHS foundation trust annual reporting manual
2017/18’ and additional supporting guidance in the ‘Detailed requirements for quality reports
2017/18' (the 'Criteria’).

Scope and subject matter

The indicators for the year ended 31 March 2018 subject to the limited assurance

engagement consist of the national priority indicators as mandated by NHS Improvement:

e Percentage of patients with a total time in A&E of four hours or less from arrival to
admission, transfer or discharge — Arrowe Park A&E only

e Percentage of incomplete pathways within 18 weeks for patients on incomplete
pathways

We refer to these national priority indicators collectively as the 'Indicators'.

Respective responsibilities of the directors and Practitioner
The directors are responsible for the content and the preparation of the Quality Report in
accordance with the criteria set out in the 'NHS foundation trust annual reporting manual
2017/18' and supporting guidance issued by NHS Improvement.

Our responsibility is to form a conclusion, based on limited assurance procedures, on
whether anything has come to our attention that causes us to believe that:

e the Quality Report is not prepared in all material respects in line with the Criteria set
out in the ‘NHS foundation trust annual reporting manual 2017/18’ and supporting
guidance;

e the Quality Report is not consistent in all material respects with the sources specified
in NHS Improvement’s 'Detailed requirements for external assurance for quality
reports 2017/18’; and

e the indicators in the Quality Report identified as having been the subject of limited
assurance in the Quality Report are not reasonably stated in all material respects in
accordance with the 'NHS foundation trust annual reporting manual 2017/18' and
supporting guidance and the six dimensions of data quality set out in the “Detailed
requirements for external assurance for quality reports 2017/18’.

We read the Quality Report and consider whether it addresses the content requirements of
the ‘NHS foundation trust annual reporting manual 2017/18’ and supporting guidance, and
consider the implications for our report if we become aware of any material omissions.

We read the other information contained in the Quality Report and consider whether it is
materially inconsistent with:
e Board minutes for the period April 2017 to May 2018;
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e papers relating to quality reported to the Board over the period 1 April 2017 to May
2018;

e feedback from commissioners dated May 2018;

o feedback from governors dated March 2018;

o feedback from local Healthwatch organisations dated May 2018;

e feedback from the Overview and Scrutiny Committee dated May 2018;

e the Trust’s complaints report published under regulation 18 of the Local Authority
Social Services and National Health Service Complaints (England) Regulations 2009,
dated April 2018;

e the national inpatient survey dated June 2017,

e the national staff survey dated February 2018; and

e the Head of Internal Audit’s annual opinion over the Trust’s control environment
dated May 2018.

We consider the implications for our report if we become aware of any apparent
misstatements or material inconsistencies with those documents (collectively, the
“‘documents”). Our responsibilities do not extend to any other information.

The firm applies International Standard on Quality Control 1 (Revised) and accordingly
maintains a comprehensive system of quality control including documented policies and
procedures regarding compliance with ethical requirements, professional standards and
applicable legal and regulatory requirements.

We are in compliance with the applicable independence and competency requirements of
the Institute of Chartered Accountants in England and Wales (ICAEW) Code of Ethics. Our
team comprised assurance practitioners and relevant subject matter experts.

This report, including the conclusion, has been prepared solely for the Council of Governors
of Wirral University Teaching Hospital NHS Foundation Trust as a body, to assist the Council
of Governors in reporting Wirral University Teaching Hospital NHS Foundation Trust’s quality
agenda, performance and activities. We permit the disclosure of this report within the Annual
Report for the year ended 31 March 2018, to enable the Council of Governors to
demonstrate they have discharged their governance responsibilities by commissioning an
independent assurance report in connection with the indicators. To the fullest extent
permitted by law, we do not accept or assume responsibility to anyone other than the
Council of Governors as a body, and Wirral University Teaching Hospital NHS Foundation
Trust for our work or this report, except where terms are expressly agreed and with our prior
consent in writing.

Assurance work performed
We conducted this limited assurance engagement in accordance with International Standard
on Assurance Engagements 3000 (Revised) ‘Assurance Engagements other than Audits or
Reviews of Historical Financial Information’ issued by the International Auditing and
Assurance Standards Board (‘ISAE 3000’). Our limited assurance procedures included:

e evaluating the design and implementation of the key processes and controls for

managing and reporting the indicators
e making enquiries of management
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e limited testing, on a selective basis, of the data used to calculate the indicators tested
against supporting documentation

e comparing the content requirements of the 'NHS foundation trust annual reporting
manual 2017/18" and supporting guidance to the categories reported in the Quality
Report; and

e reading the documents.

A limited assurance engagement is smaller in scope than a reasonable assurance
engagement. The nature, timing and extent of procedures for gathering sufficient appropriate
evidence are deliberately limited relative to a reasonable assurance engagement.

Limitations

Non-financial performance information is subject to more inherent limitations than financial
information, given the characteristics of the subject matter and the methods used for
determining such information.

The absence of a significant body of established practice on which to draw allows for the
selection of different, but acceptable, measurement techniques that can result in materially
different measurements and can affect comparability. The precision of different
measurement techniques may also vary. Furthermore, the nature and methods used to
determine such information, as well as the measurement criteria and the precision of these
criteria, may change over time. It is important to read the Quality Report in the context of the
criteria set out in the 'NHS foundation trust annual reporting manual 2017/18' and supporting
guidance.

The scope of our limited assurance work has not included governance over quality or non-
mandated indicators, which have been determined locally by Wirral University Teaching
Hospital NHS Foundation Trust.

Our audit work on the financial statements of Wirral University Teaching Hospital NHS
Foundation Trust is carried out in accordance with our statutory obligations. This
engagement will not be treated as having any effect on our separate duties and
responsibilities as Wirral University Teaching Hospital NHS Foundation Trust’s external
auditors. Our audit reports on the financial statements are made solely to Wirral University
Teaching Hospital NHS Foundation Trust's members, as a body, in accordance with
paragraph 24(5) of Schedule 7 of the National Health Service Act 2006. Our audit work is
undertaken so that we might state to Wirral University Teaching Hospital NHS Foundation
Trust’s members those matters we are required to state to them in an auditor’s report and for
no other purpose. Our audits of Wirral University Teaching Hospital NHS Foundation Trust’s
financial statements are not planned or conducted to address or reflect matters in which
anyone other than such members as a body may be interested for such purpose. In these
circumstances, to the fullest extent permitted by law, we do not accept or assume any
responsibility to anyone other than Wirral University Teaching Hospital NHS Foundation
Trust and Wirral University Teaching Hospital NHS Foundation Trust's members as a body,
for our audit work, for our audit reports, or for the opinions we have formed in respect of
those audits.
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Conclusion
Based on the results of our procedures, as described in this report, nothing has come to our
attention that causes us to believe that, for the year ended 31 March 2018:

e the Quality Report is not prepared in all material respects in line with the Criteria set
out in the ‘NHS foundation trust annual reporting manual 2017/18’ and supporting
guidance;

¢ the Quality Report is not consistent in all material respects with the sources specified
in NHS Improvement’s 'Detailed requirements for external assurance for quality
reports 2017/18’; and

¢ the indicators in the Quality Report identified as having been subject to limited
assurance have not been reasonably stated in all material respects in accordance
with the 'NHS foundation trust annual reporting manual 2017/18" and supporting
guidance.

To be signed

Grant Thornton UK LLP
Chartered Accountants
Manchester

To be dated
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