
 

1 

 

 

SUMMARY REPORT 

TRUST BOARD 1st June 2017 Agenda Number: 
06 

Title of Report Trust Financial Statements 2016/17: Executive Summary 

Accountable Officer Karl Simkins – Director of Finance 

Author(s) Sarah Gould – Financial Controller 

Purpose of Report The purpose of this report is to provide the Trust Board with 
information in support of the draft financial statements which 
will be presented for approval after recommendation by the 
Audit Committee.   

Recommendation   The Trust Board is asked to approve the financial statements 
for 2016/17 following recommendation from Audit committee. 

The Trust Board is asked to approve the associated statements 
in support of the accounts for 2016/17.   

Consultation 
Undertaken to Date 

The Secretary of State for Health has directed that the financial 
statements of NHS Trusts shall meet the accounting 
requirements of the Department of Health Group Accounting 
Manual 2016/17.  Consequently the 2016/17 financial 
statements have been prepared in accordance with this 
manual. 

The accounting policies contained within the manual following 
International Financial Reporting Standards to the extent that 
they are meaningful and appropriate to the NHS, as determined 
by HM Treasury, which is advised by the Financial Reporting 
Advisory Board.   

Date(s) at which 
previously discussed by 
Trust Board / Committee 

In February 2017 the Audit Committee were asked to approve 
the accounting policies to be used in the preparation of the 
2016-17 financial statements. The Audit Committee were also 
asked to note the plans in place to prepare the financial 
statements for 2016/17 and the key issues that would be 
considered when preparing the accounts including the 
preparation of the accounts on a ‘going concern’ basis.   

Next Steps Following approval, the relevant certificates and statements will 
be signed and passed to the auditors so that the audit opinion 
can be issued and the final approved and audited financial 
statements can be submitted to NHS Improvement.   

  

Executive Summary 

 

Key financial performance metrics for 2016/17 are: 

 The Trust’s outturn was a deficit of £0.9m for 2016/17;  
 

 The Trust spent £18.7m on capital assets in the year and operated within its Capital 
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Resource Limit. 
 

 The Trust operated within its External Financing Limit. 
 

 The Trust was unable to meet its cumulative breakeven duty in 2016/17 and 
recorded a cumulative deficit of £23.4m at 31 March 2017.   

 

 The Financial Statements have been prepared on a going concern basis with 
detailed disclosure of material future financial uncertainties.   

   

 

Financial Risks There will be financial scrutiny and challenge of the financial 
statements.  

Key Risks  None 

Disclosure Statement None.     

Equality and Diversity 
Statement 

None identified. The publication of the financial statements will 
be in the Annual Report which will be prepared with due regard 
to Equality and Diversity issues. 
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Trust Financial Statements 2016/17: Executive Summary 

 

 

1. Introduction  

 
1.1. The purpose of this paper is to present the Financial Statements, including the 

Annual Governance Statement and Letter of Representation, for approval, 
following review by the Audit Committee.  Full papers will be available after the 
Audit Committee meeting. 

 
1.2. The Audit Committee have reviewed the key values and changes on the 

Statement of Comprehensive Income (SOCI) and Statement of Financial Position 
(SOFP) alongside reconciliations between the accounts and management 
information provided to date. 

 
1.3. The financial statements have been prepared using accounting policies which 

were approved by the Audit Committee on 13th February 2017.  The Audit 
Committee received a report at the meeting in March explaining key accounting 
issues expected to impact on the preparation of the 2016/17 financial statements. 

 
2. Key financial information 

 
2.1. The Trust’s outturn was a deficit of £0.9m for 2017/18.  The original planned 

deficit for the year was £3.7m. 
 
2.2. Before any STF incentive income was received the deficit was £3.2m.  The Trust 

initially received STF incentive income of £0.9m, £0.5m of which matched the 
amount it was below plan and £0.4m of which related to the cost of the discount 
rate change mid-year. A final STF incentive bonus of £1.3m was received on 24th 
April 2017 which further reduced the deficit from £2.3m to £0.9m. 

 
2.3. The Trust spent £18.7m on capital assets in the year and operated within its 

Capital Resource Limit. 
 

2.4. The Trust operated within its External Financing Limit.   
 

2.5. The Trust was unable to meet its cumulative breakeven duty as at 31 March 2017. 
Each NHS trust must ensure that its revenue is not less than sufficient, taking one 
financial year with another, to meet outgoings properly chargeable to revenue 
account. This duty is known as the ‘break even duty’. The phrase ‘taking one year 
with another’ has been interpreted by the Department of Health and HM Treasury 
as meaning that the duty is met if income equals or exceeds expenditure over a 
three year rolling period, or exceptionally a five year rolling period with the 
agreement of NHSI. 
 

2.6. The cumulative deficit as at 31 March 2017 was £23.4m. With a planned surplus 
in 2017/18 of £1.3m and £1.4m in 2018/19 this will decrease the cumulative deficit 
to £20.7m by 31 March 2019. The need to bring the Trust back to operate with a 
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recurrent operational surplus is a core priority to the Trust over the next two 
financial years although, as yet no plan exists to recover the historic deficit.  
Despite this a referral to the Secretary of State by the external auditors under 
section 30 of the Local Audit and Accountability Act 2014 will not be made due to 
the Trust performing in line with expectations and meeting its control total in 
2016/17.   

 
2.7. During 2015/16 the Trust was given access to temporary financing via an Interim 

Revenue Working Capital Support Facility (IRWCF) to cover short term and 
fluctuating cash requirements.  The balance of the IRWCF at 24th January 2017 
was £10.7m; of this £5.1m, related to funding received in 2015/16.  £5.6m of 
IRWCF had been drawn down in 2016/17.  This was approved based on the 
Trust’s funding required for its agreed control total of £3.7m deficit and £1.9m 
revenue loan repayments.   

 

2.8. During January 2017 the Department of Health awarded the Trust an Interim 
Revenue Support loan up to the value of its IRWCF.  This enabled the Trust to 
convert the IRWCF into a Revenue Support loan on 30th January 2017 which 
carries a lower cost of funding 1.5% versus the IRWCF cost of 3.5%.  

 
2.9. A capital investment loan of £6.2m in support of approved business cases, 

repayable within 9 years, was issued by the Secretary of State for Health in 
February 2016.  The Trust has not made any drawings against this loan in 
2015/16 or 2016/17 however did draw £1.1m in April 2017.   

 
2.10. The Trust ended the year with a cash balance of £3.1m; this was £2.1m above the 

forecast position of £1m. 
 
2.11. This key financial information changed from the draft statements (as at the date of 

this report).  
 
3. Going Concern 

 
3.1. A detailed assessment of the Trust’s going concern has been prepared and 

reviewed by the Audit Committee.  This concludes that it is appropriate to prepare 
the financial statements on a going concern basis.   

 
3.2. The external auditors have concluded the Going Concern disclosures in the 

financial statements are sufficient to inform the reader of the financial 
uncertainties which exist for 2017/18.  Their unqualified audit opinion will include 
an emphasis of matter statement which draws the readers’ attention to the 
disclosures made in the accounts.   

 
4. Annual Governance Statement 
 

4.1. The Annual Governance Statement forms part of the annual report and accounts.  
A draft of this document has been presented and reviewed by the Audit 
Committee.  

 

5. Audit of the financial statements/consistency checks 
 

5.1. The audit of the financial statements for 2016/17 has been carried out by Grant 
Thornton LLP.  The auditors’ opinion for 2016/17 was that the accounts do give a 
‘true and fair’ view and have properly prepared.  Accordingly, an unqualified audit 
opinion has been given by Grant Thornton LLP.   
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5.2. The external auditors have confirmed that they are satisfied that the Trust has put 

in place adequate arrangements for securing economy, efficiency and 
effectiveness in the use of resources (“value for money”), however due to the 
financial uncertainties the Trust faces in 2017/18 the auditors will issue an ‘except 
for’, qualifying opinion in relation to the “‘value for money” opinion.   

 

5.3. The audit work included a check between the financial statements and the TRUs 
(Department of Health provided financial statement forms). The audit opinion will 
include reference to the consistency between the accounts and the TRUs and a 
nationally recognised issue relating to the Statement of Cash Flows which does 
not impact on the audit opinion.  

 

5.4. The NHSI guidance states: 
 
“The Department has confirmed that there is no consistency issue that needs to 
be recorded between the FMAs and the accounts, it is presented differently but 
the two sets of reporting are still consistent.  It may be helpful for trusts to detail 
this treatment in the “TRU_ Free text”  it can be referenced at the bottom of this 
sheet.” 
 

5.5. Such a note on the free text sheet has been included.  
 
6. Conclusion 

 
6.1. The Trust’s outturn was a deficit of £0.9m for 2016/17;  

 
6.2. The Trust spent £18.7m on capital assets in the year and operated within its 

Capital Resource Limit. 
 

6.3. The Trust operated within its External Financing Limit. 
 

6.4. The Trust was unable to meet its cumulative breakeven duty in 2016/17 and 
recorded a cumulative deficit of £23.4m at 31 March 2017.   

 
6.5. The Financial Statements have been prepared on a going concern basis with 

detailed disclosure of material future financial uncertainties.   
 

7. Recommendations 
 

7.1. The Trust Board is asked to approve the financial statements once recommended by 
the Audit Committee. 

 
7.2. The Trust Board is also asked to approve the associated statements in support of the 

accounts. 
 

8. Next steps 
 

8.1. The Trust Board will be asked to formally approve the financial statements and 
associated statements for 2016/17.   
 

8.2. Following approval by the Trust Board the relevant certificates and statements will 

be signed and passed to the auditors so that the audit opinion can be issued and 

they will send the final approved and audited financial statements to NHSI. 


