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Independent auditor's report to the Directors of University Hospitals of
Leicester NHS Trust

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of University Hospitals of Leicester NHS Trust (the “Trust’) and its
subsidiary (the ‘group’) 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 a summary of significant accounting policies. The financial
reporting framework that has been applied in their preparation is applicable law and the Department of Health
and Social Care Group Accounting Manual 2017-18 and the requirements of the National Health Service Act
2006.

In our opinion the financial statements:

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

e have been propetly prepared in accordance with International Financial Reporting Standards (IFRSs) as
adopted by the European Union, as interpreted and adapted by the Department of Health and Social Care
Group Accounting Manual 2017-18; 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 group and 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 Directors of the Trust, as a body, in accordance with Part 5 of the Local Audit
and Accountability Act 2014. Our audit work has been undertaken so that we might state to the Trust's
Directors 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 Directors, as a body, for our audit work, for this repott, or for the opinions we have formed.

Material uncertainty related to going concern

We draw attention to note 1.1.2 in the financial statements, which indicates that the Trust incurred a deficit of
£34.5 million during the year ended 31 March 2018 and that the Trust secured £66.36 million of external
financing in 2017/18 in order to fund the deficit position, provide working capital support and fund capital
works. As stated in note 1.1.2, the Trust's financial plan for 2018/19 forecasts the delivery of a £29.9 million
deficit, necessitating further revenue cash borrowing from the Department of Health and Social Care’s
Uncommitted Single Currency Interim Revenue Support Facility. In order for the Trust to access this facility,
the Department of Health and Social Care must approve the Trust's daily cash flow forecast. These events ot
conditions, along with the other matters explained in note 1.1.2, indicate that a material uncertainty exists that
may cast significant doubt about the group’s and the Trust’s ability to continue as a going concern. Our
opinion is not modified in respect of this matter.
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Other information

The Directors are responsible for the other information. The other information comprises the information
included in the Annual Report set out on pages [**xx to xx**], 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 group and 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 resources 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.

We have nothing to report in this regard.

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 comply with the guidance issued by NHS Improvement or is misleading or inconsistent
with the information of which we are aware from our audit. 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.

Opinion on other matters required by the Code of Audit Practice
In our opinion:

e the parts of the Remuneration Report and Staff Report to be audited have been properly prepared in
accordance with IFRSs as adopted by the European Union, as interpreted and adapted by the Department
of Health and Social Care Group Accounting 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 Section 24 of the Local Audit and Accountability
Act 2014 in the course of, or at the conclusion of the audit; or

e we have referred a matter to the Secretary of State under Section 30 of the Local Audit and Accountability
Act 2014 because we had reason to believe that the Trust, or an officer of the Trust, was about to make, or
had made, a decision which involved or would involve the body incurring unlawful expenditure, or was
about to take, or had begun to take a course of action which, if followed to its conclusion, would be
unlawful and likely to cause a loss or deficiency; or

e we have made a written recommendation to the Trust under Section 24 of the Local Audit and
Accountability Act 2014 in the course of, or at the conclusion of the audit.



We have nothing to report in respect of the above matters except on 25 May 2018 we referred a matter to the
Secretary of State under section 30(b) of the Local Audit and Accountability Act 2014 in relation to University
Hospitals of Leicester NHS Trust’s ongoing breach of its break-even duty for the three year period ending 31

March 2018.

Responsibilities of the Directors and Those Charged with Governance for the financial
statements

As explained more fully in the Statement of Directot's Responsibilities [set out on page(s) x to x|, the Directors
are responsible for the preparation of the financial statements in the form and on the basis set out in the
Accounts Directions, for being satisfied that they give a true and fair view, and for such internal control as the
Directors determine is necessaty to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or etror.

In preparing the financial statements, the Directors are responsible for assessing the group’s and 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 group or the Trust lacks funding for its continued existence or
when policy decisions have been made that affect the services provided by the group or the Trust.

The Board 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 misstatement when it exists. Misstatements can arise
from fraud or error and are considered 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

Adverse conclusion

On the basis of our work, having regard to the guidance issued by the Comptroller & Auditor General in
November 2017, because of the significance of the matters described in the basis for adverse conclusion
section of our report, we are not satisfied that, in all significant respects, University Hospitals of Leicester NHS
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 adverse 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 recorded a deficit of £34.5 million in 2017/18, which represents a significant increase compared
to its budgeted deficit of £26.7 million.

e The Trust’s cumulative financial deficit has increased from £136.4 million (2016/17) to £170.8 million
(2017/18).
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e The Trust has also set a deficit budget of £29.9 million for 2018/19 which is dependent on it achieving
CIP savings of £51.5 million.

e As at the date of this report, the Trust has not agreed a control total for 2018/19, but has negotiated with
local CCGs a contractual position to protect itself from fines and penalties.

e The Trust is seeking revenue support from the Department of Health and Social Care of £29.9 million in
2018/19.

These identify weaknesses in the Trust's arrangements for setting a sustainable budget with sufficient capacity
to absorb emerging cost pressures due to the current configuration of services.

These issues are evidence of weaknesses in proper arrangements for sustainable resource deployment in
planning finances effectively to support the sustainable delivery of strategic priorities and maintain statutory
functions.

Responsibilities of the Accountable Officer

As explained in the Statement of the Chief Executive’s Responsibilities, as the Accountable Officer of the
Trust, the Accountable 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 Section 21(3)(c) and Schedule 13 paragraph 10(a) of the Local Audit and Accountability
Act 2014 to 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 University Hospitals of Leicester
NHS Trust in accordance with the requirements of the Local Audit and Accountability Act 2014 and the Code
of Audit Practice.

Signature to be added

Mark Stocks
Partner
for and on behalf of Grant Thornton UK LLP



The Colmore Building
20 Colmore Circus
Birmingham B4 6AT

Date to be added





