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4 COUNTESS OF CHESTER HOSPITAL NHS FOUNDATION TRUST

INDEPENDENT AUDITOR’S REPORT
TO THE COUNCIL OF GOVERNORS OF COUNTESS OF CHESTER 
HOSPITAL NHS FOUNDATION TRUST ONLY 

> OPINIONS AND CONCLUSIONS 
ARISING FROM OUR AUDIT

1 Our opinion on the financial statements 
is unmodified 

We have audited the financial statements of 
Countess of Chester Hospital NHS Foundation 
Trust for the year ended 31 March 2016 set out 
on pages 8 to 44. 
In our opinion: 
• the financial statements give a true and fair view 

of the state of the Trust’s affairs as at 31 March 
2016 and of the Trust’s income and expenditure 
for the year then ended; and

• the financial statements have been properly 
prepared in accordance with the NHS 
Foundation Trust Annual Reporting Manual 
2015/16.

2 Our assessment of risks of material 
misstatement

In arriving at our audit opinion above on the 
financial statements the risks of material 
misstatement that had the greatest effect on our 
audit, were as follows:

Valuation of Land and Buildings - £59.5 million 
(2014/15: £62.9 million) This risk is unchanged 
from 2014/15
Refer to the (Audit Committee Report), note 1.6 of 
the accounting policies and note 8 of the financial 
disclosures.
The risk:
Land and buildings are required to be maintained 
at up to date estimates of year-end market value 
in existing use (EUV) for non-specialised property 
assets in operational use, and, for specialised 
assets where no market value is readily 
ascertainable, the depreciated replacement cost 
of a modern equivalent asset that has the same 
service potential as the existing property (DRC). 

There is significant judgment involved in 
determining the appropriate basis (EUV or 
MEAV) for each asset according to the degree of 
specialisation, as well as over the assumptions 
made in arriving at the valuation. In particular 
the MEAV basis requires an assumption as to 
whether the replacement asset would be situated 
on the existing site or, if more appropriate, on an 
alternative site, with a potentially significant effect 
on the valuation. 
For 2015/16 an interim “desk-top” revaluation of 
land and buildings, which did not involve 
the physical inspection of the assets, was 
undertaken by an external valuer. This valuation 
covered all land and buildings with the exception 
of one plot of land and some dwellings with 
a net book value substantially lower than our 
materiality level detailed below. There is a risk that 
the valuation may not reflect the current use or 
condition of the assets.
Our response: 
In this area our audit procedures included:
• Assessing the competence, capability, objectivity 

and independence of the Trust’s external valuer 
and considering the terms of engagement of, 
and the instructions issued to, the valuer for 
consistency with the requirements of the NHS 
Foundation Trust Annual Reporting Manual;

• Critically assessing the appropriateness of the 
valuation bases and assumptions, including 
the ‘alternative’ site basis used at the Trust and 
the independent evidence used to determine 
asset use and condition. This involved 
challenging the valuer on the key assumptions 
and methodologies used and, in relation to the 
‘alternative” site, challenging and assessing the 
appropriateness of the bases used to ascertain 
the feasibility of delivering services from this site;

• Undertaking work to understand the basis 
upon which any movements in the valuation 
of land and buildings have been identified 
and treated in the financial statements and 
determining whether they have complied with 
the requirements of the FT Annual Reporting 
Manual; and
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• Considering the adequacy of key judgements 
and degree of estimation involved in arriving at 
the valuation.

Recognition of Income from NHS Activities - 
£200.3 million (2014/15: £198.8 million) This risk 
is unchanged from 2014/15

Refer to the (Audit Committee Report), note 1.3 
of the accounting policies note and note 2 of the 
financial disclosures.
The risk:
The main source of income for the Trust is the 
provision of healthcare services to the public 
under contracts with NHS commissioners, which 
make up over 90% of income from activities. 
The Trust participates in the national Agreement 
of Balances (AoB) exercise for the purpose of 
ensuring that intra-NHS balances are eliminated 
on the consolidation of the Department of Health’s 
resource accounts. The AoB exercise identifies 
mismatches between income and expenditure 
and receivable and payable balances recognised 
by the Trust and its commissioners, which will 
be resolved after the date of approval of these 
financial statements. 
Mis-matches can occur for a number of reasons, 
but the most significant arise where: 
• the Trust and commissioners record different 

accruals for completed periods of healthcare 
which have not yet been invoiced; or

• income relating to partially completed period of 
healthcare is apportioned across the financial 
years and the commissioners and the Trust 
make different apportionment assumptions.

Where there is a lack of agreement, mis-matches 
can also be classified as formal disputes 
and referred to NHS England Area Teams for 
resolution.
We do not consider NHS income to be at high 
risk of significant misstatement, or to be subject 
to a significant level of judgement. However, due 
to its materiality in the context of the financial 
statements as a whole NHS income is considered 
to be one of the areas which had the greatest 
effect on our overall audit strategy and allocation 
of resources in planning and completing our audit.

Our response:
In this area our audit procedures included:
• comparing the actual income for the Trust’s 

most significant commissioners against the 
block contracts agreed at the start of the year 
and checking the validity of any significant 
variations between the actual income and the 
contract via agreement to appropriate third 
party confirmations; and

• inspecting confirmations of balances provided 
by the Department of Health as part of the 
AoB exercise and comparing the relevant 
receivables recorded in the Trust’s financial 
statements to the payable balances recorded 
within the accounts of commissioners and, 
where applicable, investigating variances via 
breakdown analysis and review of relevant 
correspondence to assess reasonableness.

3 Our application of materiality and an 
overview of the scope of our audit

The materiality for the financial statements was set 
at £3.8 million (2014/15: £4 million), determined 
with reference to a benchmark of income from 
operations (of which it represents 1.5%, 2014/15: 
2%). We consider income from operations to be 
more stable than a surplus-related benchmark. 
We report to the Audit Committee any corrected 
and uncorrected identified misstatements 
exceeding £190,000 (2014/15: £200,000), in 
addition to other identified misstatements that 
warrant reporting on qualitative grounds.
Our audit of the Trust was undertaken to the 
materiality level specified above and was all 
performed at the Trust’s head office in Chester.

4 Our opinion on other matters 
prescribed by the Code of Audit 
Practice is unmodified 

In our opinion: 
• the parts of the Remuneration and Staff Reports 

to be audited have been properly prepared in 
accordance with the NHS Foundation Trust 
Annual Reporting Manual 2015/16; and

• the information given in the Annual Report 
for the financial year for which the financial 
statements are prepared is consistent with the 
financial statements.
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5 We have nothing to report in respect 
of the matters on which we are required 
to report by exception 

Under ISAs (UK&I) we are required to report to you 
if, based on the knowledge we acquired during 
our audit, we have identified other information 
in the Annual Report that contains a material 
inconsistency with either that knowledge or the 
financial statements, a material misstatement of 
fact, or that is otherwise misleading. 
In particular, we are required to report to you if: 
• we have identified material inconsistencies 

between the knowledge we acquired during 
our audit and the directors’ statement that 
they consider that the Annual Report and 
Accounts 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 performance, 
business model and strategy; or

• the section in the annual report describing 
the work of the audit committee does not 
appropriately address matters communicated 
by us to the audit committee.

Under the Code of Audit Practice we are 
required to report to you if in our opinion:
• the Annual Governance Statement does not 

reflect the disclosure requirements set out in the 
NHS Foundation Trust Annual Reporting Manual 
2015/16, is misleading or is not consistent 
with our knowledge of the Trust and other 
information of which we are aware from our 
audit of the financial statements. 

• the Trust has not made proper arrangement for 
securing economy, efficiency and effectiveness 
in its use of resources.

In addition we are required to report to you if:
• any reports to the regulator have been made 

under Schedule 10(6) of the National Health 
Service Act 2006.

• any matters have been reported in the public 
interest under Schedule 10(3) of the National 
Health Service Act 2006 in the course of, or at 
the end of the audit.

We have nothing to report in respect of the above 
responsibilities.

> CERTIFICATE OF AUDIT COMPLETION
We certify that we have completed the audit of 
the accounts of Countess of Chester Hospital 
NHS Foundation Trust in accordance with the 
requirements of Schedule 10 of the National 
Health Service Act 2006 and the Code of Audit 
Practice issued by the National Audit Office.

> RESPECTIVE RESPONSIBILITIES OF THE 
ACCOUNTING OFFICER AND AUDITOR

As described more fully in the Statement 
of Accounting Officer’s Responsibilities the 
accounting officer is responsible for the 
preparation of financial statements which give 
a true and fair view. Our responsibility is to 
audit, and express an opinion on, the financial 
statements in accordance with applicable law 
and International Standards on Auditing (UK and 
Ireland). Those standards require us to comply 
with the UK Ethical Standards for Auditors. 

> SCOPE OF AN AUDIT OF FINANCIAL 
STATEMENTS PERFORMED IN 
ACCORDANCE WITH ISAS (UK AND 
IRELAND) 

A description of the scope of an audit of financial 
statements is provided on our website at  
www.kpmg.com/uk/auditscopeother2014. 
This report is made subject to important 
explanations regarding our responsibilities, as 
published on that website, which are incorporated 
into this report as if set out in full and should be 
read to provide an understanding of the purpose 
of this report, the work we have undertaken and 
the basis of our opinions.
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> RESPECTIVE RESPONSIBILITIES 
OF THE TRUST AND AUDITOR IN 
RESPECT OF ARRANGEMENTS FOR 
SECURING ECONOMY, EFFICIENCY 
AND EFFECTIVENESS IN THE USE OF 
RESOURCES

The Trust is responsible for putting in place proper 
arrangements to secure economy, efficiency and 
effectiveness in its use of resources, to ensure 
proper stewardship and governance, and to 
review regularly the adequacy and effectiveness 
of these arrangements.
Under Section 62(1) and Schedule 10 paragraph 
1(d), of the National Health Service Act 2006 we 
have a duty to satisfy ourselves that the Trust has 
made proper arrangements for securing economy, 
efficiency and effectiveness in its use of resources. 
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.

> SCOPE OF THE REVIEW OF 
ARRANGEMENTS FOR SECURING 
ECONOMY, EFFICIENCY AND 
EFFECTIVENESS IN THE USE OF 
RESOURCES

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 (C&AG), 
as to whether the Trust has proper arrangements 
to ensure it took properly informed decisions 
and deployed resources to achieve planned and 
sustainable outcomes for taxpayers and local 
people. The C&AG determined this criterion as 
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 2016.
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 form a view on whether, 
in all significant respects, the Trust had put in 

place proper arrangements to secure economy, 
efficiency and effectiveness in its use of resources.

> THE PURPOSE OF OUR AUDIT 
WORK AND TO WHOM WE OWE OUR 
RESPONSIBILITIES

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 work has been undertaken so 
that we might state to the Council of Governors of 
the Trust, as a body, 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 Council of Governors of the 
Trust, as a body, for our audit work, for this report 
or for the opinions we have formed.

Timothy Cutler

for and on behalf of KPMG LLP, 
Statutory Auditor 
Chartered Accountants  
1 St Peter’s Square 
Manchester 
M2 3AE
26 May 2016
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FOREWORD TO THE ACCOUNTS
These accounts for the year ended 31 March 2016 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.

On behalf of

Tony Chambers
Chief Executive   
24th May 2016
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> STATEMENT OF COMPREHENSIVE INCOME FOR THE YEAR ENDED 31 MARCH 2016

NOTE
2015/16

Total
£000

2014/15
Total
£000

Operating Income from Continuing Operations 2 215,184 215,566

Operating Expenses of Continuing Operations (including impairment) 3 (228,459) (204,560)

Impairment included in Operating Expenses of Continuing Operations 3 - (10,644)

Operating Surplus/(Deficit) (13,275) 362

Net Finance Costs:

Finance Income 7.1 111 147

Finance Expense - Financial Liabilities 7.2 (700) (657)

PDC Dividends payable 1.15 (265) (452)

Net Finance Costs (854) (962)

DEFICIT FOR THE YEAR (14,129) (600)

Other comprehensive income:

Revaluation (losses)/gains and impairment (losses)/gains property, 
plant and equipment 1.6 (445) 754

TOTAL COMPREHENSIVE INCOME AND EXPENSE FOR THE YEAR (14,574) 154

Included in the Total Comprehensive Income and Expense are amounts in respect of a reversal of 
impairment/impairment of Property which is detailed below:

(Deficit)/Surplus before Exceptional Reversal of  
Impairment/Impairment

NOTE
2015/16

Total
£000

2014/15
Total
£000

Operating (Deficit)/Surplus (as above) (13,275) 362

DEFICIT FOR THE YEAR (as above) (14,129) (600)

Add back impact of Reversal of Impairment/Impairment

Reversal of Impairment 2.3 0 (2,344)

Impairment 3 3,840 0

Adjusted Operating Deficit (9,435) (1,982)

ADJUSTED DEFICIT FOR THE YEAR (10,289) (2,944)

The notes on pages 13 to 44 form part of these financial statements



10 COUNTESS OF CHESTER HOSPITAL NHS FOUNDATION TRUST

> STATEMENT OF FINANCIAL POSITION AS AT 31 MARCH 2016

NOTE 31 March 2016 31 March 2015

£000 £000

Non-current assets:

Property plant and equipment 8 79,399 82,387
Total Non-Current Assets 79,399 82,387

Current assets:

Inventories 10 1,928 1,716
Trade and other receivables 11 7,693 7,696
Cash and cash equivalents 20,108 28,835
Total Current Assets 29,729 38,247

Current liabilities:

Trade and other payables 12 (18,148) (14,355)
Borrowings 13 (5,219) (3,978)
Provisions 14 (2,121) (2,215)
Tax payables (2,587) (2,470)
Other liabilities 12.1 (1,999) (2,210)
Total Current Liabilities (30,074) (25,228)

Total Assets less Current Liabilities 79,054 95,406

Non-current liabilities:

Borrowings 13 (29,070) (29,673)
Provisions 14 (3,248) (4,180)
Other liabilities 12.1 (1,789) (1,858)
Total Non-Current Liabilities (34,107) (35,711)

Total Assets Employed 44,947 59,695

Financed by:

Public dividend capital 63,334 63,508
Revaluation reserve 6,510 6,955
Income and expenditure reserve (24,897) (10,768)
Total taxpayers' equity 44,947 59,695

The notes on pages 13 to 44 form part of these financial statements

On behalf of

Tony Chambers
Chief Executive   
24th May 2016
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> STATEMENT OF CHANGES IN TAXPAYERS’ EQUITY AS AT 31 MARCH 2016

Total
Public 

Dividend 
Capital

Revaluation 
Reserve

Income and 
Expenditure 

Reserve

£000 £000 £000 £000

Taxpayers' Equity at 1 April 2015 59,695 63,508 6,955 (10,768)

Changes in Taxpayers' Equity for 2015/16

Public Dividend Capital received 26 26 - -

Public Dividend Capital repaid (200) (200) - -

Deficit for the year (14,129) - - (14,129)

Revaluation gains/(losses) and impairment 
losses property, plant and equipment (445) - (445) -

Taxpayers’ Equity at 31 March 2016 44,947 63,334 6,510 (24,897)

The notes on pages 13 to 44 form part of these financial statements
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> STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 31 MARCH 2016   

2015/16 2014/15

£000 £000

Cash flows from operating activities:
Operating (deficit)/surplus from continuing operations (13,275) 362
Operating deficit (13,275) 362

Non-cash income and expense:
Depreciation and amortisation 5,047 5,511
Loss on disposal of property plant and equipment 102 154
Income recognised in respect of capital donations (25) (129)
Impairments 3,840 -
Reversals of impairments - (2,344)
Amortisation of PPP credit (67) (66)
Decrease/(Increase) in Trade and Other Receivables 260 1,571
Decrease in Inventories (212) (121)
Increase in Trade and Other Payables 3,614 1,064
Increase/(Decrease) in Other Liabilities (213) 1,616
Increase in Provisions (1,026) 1,434

Net cash generated from operations (1,955) 9,052

Cash flows from investing activities:
Interest Received 111 147
Purchase of property, plant and equipment (6,158) (9,547)
Sales of property, plant and equipment 8 21
Receipt of cash donations to purchase capital assets 25 129

Net cash used in investing activities (6,014) (9,250)

Cash flows from financing activities:
Public dividend capital received 26 878
Loans received 5,000 6,000
Loans repaid (4,282) (3,436)
PDC Repaid (200) -
Capital element of Public Private Partnership obligations (80) (83)
Interest paid (508) (467)
Interest element of Public Private Partnership obligations (192) (190)
PDC Dividend paid (522) (316)

Net cash generated from financing activities (758) 2,386

Increase/(Decrease) in cash and cash equivalents (8,727) 2,188

Cash and Cash equivalents at 1 April 28,835 26,647

Cash and Cash equivalents at 31 March 20,108 28,835

The notes on pages 13 to 44 form part of these financial statements
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NOTES TO THE ACCOUNTS 
1 ACCOUNTING POLICIES
Monitor is responsible for issuing an accounts 
direction to NHS Foundation Trusts under the 
NHS Act 2006. Monitor has directed that the 
financial statements of the NHS Foundation Trust 
shall meet the accounting requirements of the 
NHS Foundation Trust Annual Reporting Manual 
which shall be agreed with the Secretary of State. 
Consequently, the following financial statements 
have been prepared in accordance with the 
NHS Foundation Trust Annual Reporting Manual 
2015/16 issued by Monitor. The accounting policies 
contained in that manual follow International 
Financial Reporting Standards (IFRS) and HM 
Treasury’s Financial Reporting Manual to the extent 
that they are meaningful and appropriate to NHS 
Foundation Trusts. The accounting policies have 
been applied consistently in dealing with items 
considered material in relation to the accounts.

1.1 Accounting Convention

These accounts have been prepared under the 
historical cost convention modified to account for 
the revaluation of property, plant and equipment, 
intangible assets, inventories and certain financial 
assets and financial liabilities.

1.1a Going Concern

International Accounting Standard (IAS) 1 requires 
management to assess, as part of the accounts 
preparation process, the NHS Foundation 
Trust’s ability to continue as a going concern. 
In accordance with the NHS Foundation Trust’s 
Annual Reporting Manual the financial statements 
have been prepared on a going concern basis as 
we do not either intend to apply to the Secretary 
of State for the dissolution of the NHS Foundation 
Trust without the transfer of the services to 
another entity, or consider that this course of 
action will be necessary.
However, there are material uncertainties in 
respect of events or conditions that cast doubt 
upon the financial viability of the NHS Foundation 
Trust and these are set out below.

The Trust’s performance in-year showed a deficit 
of £10.3m (before an impairment of £3.8m) 
which is in line with the original plan submitted to 
Monitor at the start of the year.
The current forecasts show a planned deficit 
of £15.6m and assume no additional funding 
is secured from the national Sustainability and 
Transformation fund, the final details of which 
are still to be announced, but which currently 
has offered £5.9m additional funding in return 
for a ‘control total’ (target deficit) of £2.1m. This 
offer creates a £7.6m funding gap in the current 
financial year. 
As a result, the Trust’s operating and cash flow 
forecasts currently identify the need for ‘distressed’ 
financial support of £7.1m to enable it to meet 
debts as they fall due over the coming year, 
and further support will be required beyond this 
period. This assumes the successful delivery of 
a challenging £6.1m recurrent cost improvement 
plan, equivalent to 3.7% of relevant budgets.
At the current time, the Trust continues to work with 
its commissioners to negotiate a service contract 
that will adequately support the delivery of safe 
and efficient patient care in 2016/17, and we are 
also in detailed talks with NHS Improvement in an 
attempt to secure sufficient additional funding from 
the second tranche of the national Sustainability 
and Transformation fund to enable us to set a plan 
that meets the required control total. To achieve the 
control total, the Trust needs to bridge the £7.6m 
funding gap. The Trust has, therefore, committed 
that, in return for the investment of an additional 
£3.8m from the Sustainability and Transformation 
fund, it will deliver matching additional efficiencies 
of £3.8m. If this can be achieved, then the Trust will 
not require any ‘distress’ funding to remain solvent 
in the current planning period.
Having considered the material uncertainties 
and the likelihood of securing additional financial 
funding to support the financial operations, 
the directors have determined that it remains 
appropriate to prepare these accounts on a going 
concern basis.
The accounts do not include any adjustments that 
would result if Countess of Chester Hospital NHS 
Foundation Trust was unable to continue as a 
going concern.
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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 
Trustee to The Countess of Chester Hospital 
NHS Charitable Fund. 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 Income

Income in respect of services provided is 
recognised when, and to the extent that, 
performance occurs and is measured at the fair 
value of the consideration receivable in the normal 
course of business. The main source of income 
for the Trust is contracts with commissioners in 
respect of healthcare services.
Where income is received for a specific activity 
which is to be delivered in a subsequent financial 
year, that income is deferred.

1.4 Expenditure on Employee Benefits

Short-Term Employee Benefits
Salaries, wages and employment-related 
payments are recognised in the period in which 
the service is received from employees. The 
cost of annual leave entitlement earned but not 
taken by employees at the end of the period is 
recognised in the financial statements to the 
extent that employees are permitted to carry-
forward leave into the following period.

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 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 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. It is not 
possible for the NHS Foundation Trust to identify 
its share of the underlying scheme liabilities. 
Therefore, the scheme is accounted for as a 
defined contribution scheme.
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

Recognition
Property, plant and equipment is capitalised 
where;
• it is 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;
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• the cost of the item can be measured reliably; 
and

• individually have a cost of at least £5,000; or
• form a group of assets which individually have 

a cost of more than £250, collectively have a 
cost of at least £5,000, where the assets are 
functionally interdependent, they had broadly 
simultaneous disposal dates and are under 
single managerial control: or

• 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.

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 
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 balance 
sheet date. In practice this is usually achieved by a 
full valuation exercise at least every five years, and 
an interim valuation in the third year following the 
last full valuation.
Fair values are determined as follows:
• Land and non specialised operational property - 

market value for existing use
• Specialised operational property - depreciated 

replacement cost
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. This year, the 
valuation has been produced net of VAT. This 
assumes that any re-provision of a property 
asset with equivalent service potential would be 
procured through a special purpose vehicle in 
such a way that would allow VAT to be recovered 
in full. For the current year, an interim valuation 
was carried out. The last full asset valuation was 
undertaken as at 31 March 2013.
As a result of the revaluations, the Trust has 
recognised a net impairment of £3,840,000 
(2014/15 £2,344,000 reversal of impairment) 
operating expenses note 3 and charged a 
revaluation deficit of £445,000 (2014/15 £754,000 
surplus) to the revaluation reserve (Statement of 
Comprehensive Income)
Fixtures and equipment are carried at depreciated 
historic cost, as this is not considered to be 
materially different from fair value.
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.

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
Items 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.
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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.
Buildings and fittings are depreciated on their 
current value over the estimated remaining life of 
the asset as assessed by the NHS Foundation 
Trust’s Professional Valuers.
Plant and Equipment are depreciated evenly 
over the estimated life of the asset, as follows:
Plant and Equipment 5 to 15 years
Transport Equipment 5 to 7 years
Information Technology 5 to 10 years
Furniture & Fittings 5 to 10 years

During the year the Trust reviewed the lives of all 
the non-property assets and based on the results 
extended the useful lives of the majority of its plant 
& equipment to better reflect the length of time the 
asset is expected to be in use. If the original useful 
lives had been applied this year, the depreciation 
charge would have been £820,000 higher.

Disposals
The gain or loss arising on the disposal or 
retirement of an asset is determined as the 
difference between the sales proceeds and the 
carrying amount of the asset and is recognised in 
the Statement of Comprehensive Income.

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 FT Annual Reporting 
Manual, 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 income to the extent that the asset is 
restored to the carrying amount it would have 
had if the impairment had never been recognised. 
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.
Gains and losses recognised in the revaluation 
reserve are reported in the Statement of 
Comprehensive Income as an item of ‘other 
comprehensive income’.

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;
•  the sale is expected to be completed within 12 

months of the date of classification as ‘Held for 
Sale’; and

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

1.7 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 
subsequently accounted for in the same manner 
as other items of property, plant and equipment.

1.8 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.

1.9 Government Grants

Government grants are grants from Government 
bodies other than income from Commissioners or 
NHS 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.

1.10 Inventories

Inventories are valued at the lower of cost and 
net realisable value. The cost of investories is 
measured using the weighted average method.

1.11 Financial Assets and Financial 
Liabilities

Recognition 
Financial assets and financial liabilities which arise 
from contracts for 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, 
are recognised when, and to the extent which, 
performance occurs i.e. when receipt or delivery of 
the goods or services is made. 
Financial assets and financial liabilities in respect 
of assets acquired or disposed of through 
finance leases are recognised and measured in 
accordance with the accounting policy for leases 
described below.
All other financial assets and financial liabilities are 
recognised when the Trust becomes a party to the 
contractual provisions of the instrument.

De-recognition
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.
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Classification and Measurement
Financial assets are all categorised as loans and 
receivables.
Financial liabilities are all classified as Other 
Financial Liabilities.

Loans and receivables
Loans and receivables are non-derivative 
financial assets with fixed or determinable 
payments which are not quoted in an active 
market. They are included in current assets. The 
Trust’s loans and receivables comprise cash and 
cash equivalents, trade receivables, accrued 
income and other receivables.
Loans and receivables are recognised initially 
at fair value, net of transaction costs, and are 
measured subsequently at amortised cost, using 
the effective interest method. The effective interest 
rate is the rate that discounts exactly estimated 
future cash receipts through the expected life of 
the financial asset or, when appropriate, a shorter 
period, to the net carrying amount of the financial 
asset.
Interest on loans and receivables is calculated 
using the effective interest method and credited to 
the Statement of Comprehensive Income.

Cash and Cash Equivalents
Cash, bank and overdraft balances are recorded 
at the current values of these balances in the NHS 
Foundation Trust’s cash book. These balances 
exclude monies held in the NHS Foundation 
Trust’s bank account belonging to patients (see 
‘third party assets’ below). Account balances are 
only set off where a formal agreement has been 
made with the bank to do so. In all other cases 
overdrafts are disclosed in borrowings. Interest 
earned on bank accounts and interest charged on 
overdrafts is recorded as, respectively, “interest 
receivable” and ‘interest payable’ in periods to 
which they relate. Bank charges are recorded as 
“operating expenditure” in the periods to which 
they relate.

Financial Liabilities
All financial liabilities are recognised initially at 
fair value, net of transaction costs incurred, and 
measured subsequently at amortised cost using 
the effective interest method. The effective interest 
rate is the rate that discounts exactly estimated 
future cash payments through the expected life 
of the financial liability or, when appropriate, a 

shorter period, to the net carrying amount of the 
financial liability.
The Trust’s financial liabilities comprise trade 
creditors, accruals and other creditors.
They are included in current liabilities except for 
amounts payable more than 12 months after the 
Statement of Financial Position date, which are 
classified as long-term liabilities. 
Interest on financial liabilities carried at amortised 
cost is calculated using the effective interest 
method and charged to Finance Costs. Interest on 
financial liabilities taken out to finance property, 
plant and equipment or intangible assets is not 
capitalised as part of the costs of those assets.
Fair value is determined from market prices, 
independent appraisals and discounted cashflow 
analysis as appropriate to the financial asset or 
liability. Where required, cashflows are discounted 
at the Treasury’s discount rate, except for finance 
leases and on-Statement of Financial Position PPP 
transactions, which use the interest rate implicit in 
the agreement.

Impairment of Financial Assets
At the Statement of Financial Position date, the 
Trust assesses whether any financial assets, other 
than those held at ‘fair value through income and 
expenditure’ are impaired. Financial assets are 
impaired and impairment losses are recognised 
if, and only if, there is objective evidence of 
impairment as a result of one or more events 
which occurred after the initial recognition of the 
asset and which has an impact on the estimated 
future cashflows of the asset.
For financial assets carried at amortised cost, 
the amount of the impairment loss is measured 
as the difference between the asset’s carrying 
amount and the present value of the revised future 
cash flows discounted at the asset’s original 
effective interest rate. The loss is recognised in 
the Statement of Comprehensive Income and in 
the case of trade receivables, the carrying amount 
of the asset is reduced through a provision for 
impairment of receivables.

1.12 Leases

Finance Leases
Where substantially all risks and rewards of 
ownership of a leased asset are borne by the 
NHS Foundation Trust, the asset is recorded 
as property, plant and equipment and a 
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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 implicit 
interest rate is that which produces a constant 
periodic rate of interest on the outstanding liability.
The asset and liability are recognised at the 
inception of the lease, and are de-recognised 
when the liability is discharged, cancelled or 
expires. 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 calculated by applying 
the implicit interest rate to the outstanding liability 
and 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
Other leases are regarded as operating leases and 
the rentals are charged to operating expenses on 
a straight-line basis over the term of the lease. 
Operating lease incentives received are added 
to the lease rentals and charged to operating 
expenses over the life of the lease.

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. 

1.13 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
The NHS Litigation Authority (NHSLA) operates 
a risk pooling scheme under which the NHS 

Foundation Trust pays an annual contribution 
to the NHSLA which in return settles all clinical 
negligence claims. Although the NHSLA 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 the 
NHSLA on behalf of the Trust is disclosed at note 
14.1, but is not recognised in the NHS Foundation 
Trust’s accounts.

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 the NHS Litigation Authority 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.

1.14 Contingencies

Contingent liabilities are not recognised in the 
accounts, but are disclosed in note 14, unless 
the probability of a transfer of economic benefit is 
remote. Contingent liabilities are defined as:
• 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.

1.15 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.
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 
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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 (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.

1.16 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.

1.17 Corporation Tax

The Countess of Chester Hospital NHS Foundation 
Trust is a Health Service body within the meaning 
of s519 AICTA 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.

1.18 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 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.

1.19 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 
Financial Reporting Manual.

1.20 Critical Accounting Estimates and 
Judgements

The preparation of financial statements under 
IFRS requires the Trust to make estimates and 
assumptions that affect the application of policies 
and reported amounts. Estimates and judgements 
are continually evaluated and are based on 
historical experience and other factors including 
expectations of future events that are believed to 
be reasonable under the circumstances. Actual 
results may differ from these estimates. The main 
areas which require the exercise of judgement are 
in the revaluation of fixed assets as described in 
note 1.6 and the calculation of provisions in note 
1.13 and note 14.1.

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 
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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.

1.22 Accounting standards that have been issued but have not yet been adopted in the 
Annual Reporting Manual

The following accounting standards, amendments and interpretations have been issued by the IASB and 
IFRIC but are not yet required to be adopted:

IFRS 11 (amendment) - acquisition of an interest 
in a joint operation

Not yet EU adopted. Expected to be effective 
from 2016/17

IAS 16 (amendment) and IAS 38 (amendment) - 
depreciation and amortisation

Not yet EU adopted. Expected to be effective 
from 2016/17

IAS 16 (amendment) and IAS 41 (amendment) - 
bearer plants

Not yet EU adopted. Expected to be effective 
from 2016/17

IAS 27 (amendment) - equity method in separate 
financial statements

Not yet EU adopted. Expected to be effective 
from 2016/17

IFRS 10 (amendment) and IAS 28 (amendment) - 
sale or contibution of assets

Not yet EU adopted. Expected to be effective 
from 2016/17

IFRS 10 (amendment) and IAS 28 (amendment) 
- investment entities applying the consolidation 
exception

Not yet EU adopted. Expected to be effective 
from 2016/17

IAS 1 (amendment) - disclosure initiative Not yet EU adopted. Expected to be effective 
from 2016/17

IFRS 15 Revenue from contracts with customers Not yet EU adopted. Expected to be effective 
from 2016/17

Annual improvements to IFRS: 2012/15 cycle Not yet EU adopted. Expected to be effective 
from 2016/17

IFRS 9 Financial Instruments Not yet EU adopted. Expected to be effective 
from 2016/17

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 significant impact on the Trust’s financial statements, apart from some additional disclosures.

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

The Trust has not early adopted any new accounting standards, amendments or interpretations.
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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 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

NOTE 2015/16 2014/15

£000 £000

Income from activities 2.2 200,343 198,774

Other operating income 2.3 14,841 16,792

Operating Income from Continuing Operations 215,184 215,566

Income from activities comprises: NOTE 2015/16 2014/15

£000 £000

Elective income 33,940 36,335

Non elective income 58,170 54,373

Outpatient income 43,401 43,228

Other type of activity income 56,625 57,724

A&E income 7,504 6,526

Additional income for delivery of healthcare services 200 -

Total income 199,840 198,186

Income from activities - Commissioner Requested Services 199,840 198,186

Private patient income 2.4 503 588

Income from activities 200,343 198,774

As an NHS Foundation Trust, the majority of income in respect of patient care is received under Payment 
by Results (PBR), which is intended to re-imburse Trusts based on the actual activity delivered using the 
National Tariff of procedure prices.      
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.     
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2.3 Other Operating Income

2015/16 2014/15

£000 £000

Research and development 785 734

Education and training 7,400 6,904

Charitable contributions to expenditure 173 280

Reversal of impairments of property, plant and equipment - 2,344

Non-patient care services to other bodies 1,783 2,377

Car parking 1,398 1,362

Catering 1,232 1,208

Other income 2,003 1,517

Amortisation of PPP deferred credits 67 66

14,841 16,792

2.4 Directly Invoiced Overseas Visitors 

2015/16 2014/15

£000 £000

Income recognised 96 13

Cash payments received in-year (relating to invoices raised in current 
and previous years) (42) (8)

Amounts added to provision for impairment of receivables 53 14

Amounts written off in-year 6 0

113 19
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3 OPERATING EXPENSES

2015/16 2014/15

£000 £000

Operating expenses comprise:

Services from NHS Foundation Trusts 1,788 1,390

Services from NHS Trusts 197 392

Services from other NHS bodies 242 151

Purchase of healthcare from non NHS bodies 2,962 3,214

Directors' costs 1,154 1,086

Staff costs 148,143 144,095

Drug Costs 19,392 17,249

Supplies and services (excluding drug costs)

 - clinical 20,988 20,329

 - general 3,477 3,317

Establishment 2,188 2,230

Transport 211 188

Premises 9,275 7,997

Depreciation & Amortisation 5,047 5,511

Increase in bad debt provision 151 691

Audit fees - statutory audit 48 50

Other services: audit related assurance services 18 18

Other services: other 31 -

Contribution to clinical negligence scheme 6,502 4,230

Consultancy 149 104

Internal audit costs 81 76

Training courses 570 571

Insurance 156 146

Impairment of property, plant and equipment 3,840 -

Other 1,747 2,015

Loss on disposal of other non-protected property, plant and equipment 102 154

228,459 215,204
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4 ARRANGEMENTS CONTAINING AN OPERATING LEASE

2015/16 2014/15

£000 £000

Minimum lease payments 1,628 1,509

1,628 1,509

4.1 Total future minimum operating lease payments

2015/16 2014/15

£000 £000

- Payable:

- not later than one year; 2,053 1,719

- later than one year and not later than five years; 2,936 4,340

- later than five years. - -

Total 4,989 6,059

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 three managed service contracts which provide equipment 
as part of the contract. These contracts have between 1 and 5 years left before expiry. Also included are a 
number of lease cars and vans. These leases are for a period of three years.   
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5 EMPLOYEE EXPENSES AND NUMBERS
5.1  Employee expenses

Total 
2015/16

Permanently 
Employed

Other
Total  

2014/15

£000 £000 £000 £000

Short term employee benefits - 
salaries and wages 122,738 99,749 22,989 120,197

Post employee benefits - social security costs 8,598 7,635 963 8,392

Post employee benefits - employer 
contributions to NHS Pensions Agency 13,335 11,841 1,494 12,583

Other Employment Benefits 6 6 - 6

Termination Benefits - - - -

Agency/contract staff 4,756 - 4,756 3,973

149,433 119,231 30,202 145,151

5.2  Average number of persons employed

Total 
2015/16

Permanently 
Employed

Other
Total  

2014/15

£000 £000 £000 £000

Medical and dental 426 179 247 412

Administration and estates 722 638 84 706

Healthcare assistants & other support staff 790 739 51 777

Nursing, midwifery & health visiting staff 1,039 926 113 1,023

Nursing, midwifery & health visiting learners - - - -

Scientific, therapeutic and technical staff 527 489 38 499

Bank Staff 115 - 115 116

Total 3,619 2,971 648 3,533

5.3 Retirements due to ill-health       

During 2015/16 (prior year 2014/15) there were 2 (8) early retirements from the Trust agreed on the 
grounds of ill-health. The estimated additional pension liabilities of these ill-health retirements will be 
£140,000 (£522,000). The cost of these ill-health retirements will be borne by the NHS Pensions Agency. 
This information was supplied by NHS Pensions Agency.       
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5.4 Directors’ Remuneration

Total 
2015/16

Total 
2014/15

£000 £000

Executive Directors Remuneration 835 771

Employers contributions for national insurance 89 89

Employer contributions to the pension scheme 107 104

There is a total of 6 Executive Directors to whom benefits are accruing under defined benefit pension 
schemes.       
The Chief Finance Officer had a period of sickness during the financial year. As the position is a key board 
member the position required interim cover. Therefore the Executive Directors remuneration total costs 
showed an increase on the prior year. 

5.5 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 118 (2014/15 121) separate losses and special 
payments, totalling £55,000 (2014/15 £79,000). These losses were mainly due to bad debts and damage/
loss of property.
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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 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 2016, is based on valuation data as 31 March 2015, 
updated to 31 March 2016 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 (England and Wales) Pension 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 scheme 
(taking into account its recent demographic experience), and to recommend the contribution rates. 
The last published actuarial valuation undertaken for the NHS Pension Scheme was completed for the 
year ending 31 March 2012.
The Scheme Regulations were changed to allow contribution rates to be set by the Secretary of State 
for Health, with the consent of HM Treasury, and consideration of the advice of the Scheme Actuary and 
appropriate employee and employer representatives as deemed appropriate.

6.1 Auto-Enrolment   

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.   
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7 NET FINANCE COSTS
7.1 Finance Income

2015/16 2014/15

£000 £000

Interest on loans and receivables 111 147

7.2 Finance Costs

2015/16 2014/15

£000 £000

Interest on Loans from the Independent Trust Financing Facility

 - Non Commercial Loans  508  467 

Interest on obligations under PPP contracts:

 - finance cost 121 125

 - contingent finance cost 71 65

Total 700 657
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£000 £000 £000 £000 £000 £000 £000 £000 £000 

Cost or valuation
At 1 April 2015 4,300 58,556 2,591 1,525 28,414 43 8,272 4,271 107,972
Additions - purchased - 893 - 2,208 2,094 - 1,200 34 6,429
Additions - donated and 
grant funded - - - - 25 - - - 25

Reclassifications - 2,053 - (3,693) 134 - 1,392 114 -
Impairments - (6,274) - - - - - - (6,274)
Other in year revaluation - - - - - - - - -
Disposals - - - - (664) - (4,313) - (4,977)

At 31 March 2016 4,300 55,228 2,591 40 30,003 43 6,551 4,419 103,175

Accumulated depreciation
At 1 April 2015 - - 434 - 16,308 43 6,205 2,595 25,585
Impairments - (1,989) - - - - - - (1,989)
Other in year revaluation - - - - - - - - -
Disposals - - - - (653) - (4,214) - (4,867)
Provided during the year - 1,989 62 - 1,654 - 1,007 335 5,047

At 31 March 2016 - - 496 - 17,309 43 2,998 2,930 23,776

Net book value 
Purchased at 1 April 
2015 3,190 57,025 - 1,525 11,400 - 2,067 1,676 76,883

PPP Obligations at 1 
April 2015 1,110 - 2,157 - - - - - 3,267

Donated at 1 April 2015 - 1,531 - - 706 - - - 2,237

Total at 1 April 2015 4,300 58,556 2,157 1,525 12,106 - 2,067 1,676 82,387

Net book value 
Purchased at 31 March 
2016 3,190 53,471 - 40 12,085 - 3,553 1,489 73,828

PPP Obligations at 31 
March 2016 1,110 - 2,095 - - - - - 3,205

Donated at 31 March 
2016 - 1,757 - - 609 - - - 2,366

Total at 31 March 2016 4,300 55,228 2,095 40 12,694 - 3,553 1,489 79,399

8 PROPERTY PLANT AND EQUIPMENT
Fixed Asset Movement 2015/16
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8.1 Net Book Value of Assets held under PPP Obligations

PPP Arrangements 2015/16 2014/15

£000 £000

Cost or valuation at 1 April 4,033 4,033

Cost or valuation at 31 March 4,033 4,033

2015/16 2014/15

£000 £000

Depreciation at 1 April as previously stated 766 704

Accumulated depreciation at 1 April as restated 766 704

Provided during the year 62 62

Accumulated depreciation at 31 March 828 766

Net Book Value under PPP obligations at 31 March 3,205 3,267

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.   
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9 GROSS PPP OBLIGATIONS
9.1 Gross PPP Obligations

31 March 2016 31 March 2015

£000 £000

Gross PPP Liabilities 3,795 3,996

of which liabilities are due:

Not later than one year 208 201

Between one and five years 670 670

After five years 2,917 3,125

Finance charges allocated to future periods (1,534) (1,655)
Net PPP Liabilities 2,261 2,341

Not later than one year 91 80

Between one and five years 235 224

After five years 1,935 2,037

2,261 2,341

9.2 Total On-SOFP PPP commitments

31 March 2016 31 March 2015

£000 £000

of which due:

- not later than one year;  400  390 

- later than one year and not later than five years;  1,701  1,659 

- later than five years.  10,465  10,906 

Total future payments committed  12,566  12,955 
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9.3 Analysis of Amounts Payable to Service Concession Operator

Unitary payment payable to service concession operator 31 March 2016 31 March 2015

£000 £000

Consisting of:

Interest Charge 121 125

Repayment of finance lease liability 80 83

Service element 118 107

Contingent rent 71 65

390 380

10 INVENTORIES

31 March 2016 31 March 2015

£000 £000

Materials 1,928 1,716

10.1 Inventories recognised in expenses

31 March 2016 31 March 2015

£000 £000

Inventories recognised in expenses 20,452 17,380

Write-down of inventories recognised as an expense 30 37

Total Inventories recognised in expenses 20,482 17,417
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11 TRADE AND OTHER RECEIVABLES

31 March 2016 31 March 2015

£000 £000

Current

Trade receivables 3,495 4,253

Amounts due under the NHS Injury Costs Recovery 
Scheme 1,030 1,057

PDC Dividend Receivable 335 78

VAT recoverable 45 235

Other receivables 537 558

Accrued Income 373 375

Prepayments 1,878 1,140

Total Current Trade and Other Receivables 7,693 7,696

There are no non-current trade receivables         
The carrying values of trade receivables, accrued income and other receivables approximate 
to their fair value.         
The majority of trade is with other NHS organisations, which are funded by government, therefore no 
credit scoring of them is considered necessary.        
Trade receivables is stated net of an estimate for irrecoverable amounts. The movement in the year was as 
follows:         

11.1 Analysis of Impaired Receivables

Gross

31 March 
2016

Impairment
31 March 

2016

Net

31 March 
2016

Gross

31 March 
2015

Impairment
31 March 

2015

Net
31 March 

2015

£000 £000 £000 £000 £000 £000

Not past due date 1,392 141 1,251 3,222 1,307 1,915

Up to 3 months 1,743 137 1,606 2,630 292 2,338

Over 3 months 1,951 1,313 638 533 533 -

5,086 1,591 3,495 6,385 2,132 4,253
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11.2 Provision for Impairment of Receivables

31 March 2016 31 March 2015

£000 £000

Balance at April 2,132 1,761

Increase in allowance 1,189 2,010

Amount written off during the year (692) (320)

Amount recovered during the year (1,038) (1,319)

At 31 March 1,591 2,132

12 TRADE AND OTHER PAYABLES

Current Non-current

31 March 2016 31 March 2015 31 March 2016 31 March 2015

£000 £000 £000 £000

Trade payables 10,975 9,468 - -

NHS Pension Scheme 1,836 1,760 - -

Other payables 2,450 1,595 - -

Accruals 2,887 1,532 - -

Total 18,148 14,355 - -

The carrying values of trade payables, accruals and other payables approximate to their fair value.
The date of settlement for all payables will be in accordance with agreed payment terms.

12.1 Other Liabilities

Current Non-current

31 March 2016 31 March 2015 31 March 2016 31 March 2015

£000 £000 £000 £000

Deferred Income 1,933 2,144 - -

Deferred PPP Credits 66 66 1,789 1,858

Total 1,999 2,210 1,789 1,858
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13 BORROWINGS

Current Non-current

31 March 2016 31 March 2015 31 March 2016 31 March 2015

£000 £000 £000 £000

Loans from Independent 
Trust Financing Facility  5,128  3,898  26,900  27,412 

Obligations under 
PPP Contracts  91  80  2,170  2,261 

Total  5,219  3,978  29,070  29,673 

Schedule of Borrowing from the 
Independent Trust Financing Facility

Date 
Started

Date to be 
completed

Interest 
Rate

Amount 
£000

Loan 1 Mar-10 Mar-20 3.09% 6,000

Loan 2 Mar-12 Sep-21 2.46% 5,000

Loan 3 Mar-13 Mar-18 0.48% 4,500

Loan 4 Mar-13 Sep-27 1.39% 16,800

Loan 5 Oct-14 Nov-21 1.36% 11,000

The fair values of borrowings approximate to their carrying value.



38 COUNTESS OF CHESTER HOSPITAL NHS FOUNDATION TRUST

14 PROVISIONS

Current Non Current Current Non Current

31 March 2016 31 March 2016 31 March 2015 31 March 2015

£000 £000 £000 £000

Pensions relating to other staff 14 193 14 201

Legal Claims 976 - 1,275 -

Other 1,047 - 834 -

Restructuring Costs - - - -

Permanent Injury Benefit 84 3,055 92 3,979

2,121 3,248 2,215 4,180

Pensions Relating 
to Other Staff

Legal 
Claims

Other
Permanent 

injury benefit
Total

£000 £000 £000 £000 £000

At 1 April 2015 215 1,275 834 4,071 6,395

Arising during the year 6 415 253 793 1,467

Utilised during the year (14) (130) (5) (34) (183)

Change in Discount Rate - - - (60) (60)

Reversed unused - (584) (35) (1,631) (2,250)

At 31 March 2016 207 976 1,047 3,139 5,369

Expected timing of cashflows:

- not later than one year 14 976 1,047 84 2,121

- later than one 
year and not later 
than five years

58 - - 350 408

- later than five years 135 - - 2,705 2,840

207 976 1,047 3,139 5,369
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14.1 Provisions         

Pensions relating to other staff        
Provisions for capitalised pension benefits are based on tables provided by the Office for National 
Statistics, reflecting years to normal retirement age and the additional pension costs associated with early 
retirement. No further capitalisations of pension benefits have been applied during the financial year. This 
provision relates to two former employees.          

Legal claims        
Legal claims consist of amounts due as a result of third party and employee liability claims. The values are 
based on information provided by the Trust's solicitors and the NHS Litigation Authority.

Backdated Pay Provision        
The backdated pay provision relates to outstanding pay reform assimilations and changes in legislation. 

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.
£107,612,000 is included in the provisions of the NHS Litigation Authority at 31 March 2016 in respect of 
clinical negligence liabilities for the Trust (31 March 2015 £48,275,000)
The provisions for legal claims are calculated by reference to expected cash flows discounted back at the 
relevant current Treasury discount rate.

15 CASH AND CASH EQUIVALENTS

31 March 2016 31 March 2015

£000 £000

Bank balances at 1 April 28,835 26,647

Net change in year (8,727) 2,188

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

20,108 28,835

Cash and cash equivalents at 31 March 2016 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
16.1 Capital Commitments

31 March 2016 31 March 2015

£000 £000

Contractual Capital Commitments at 31 March not otherwise 
included in these financial statements:

Property, Plant and Equipment 604 2,525

16.2 Events After the Reporting Date      

There are no disclosable events after the reporting date.      

17 THIRD PARTY ASSETS      
The Trust held £2,356 In the Bank (2014/15 £1,231) which relates to monies held by the NHS Foundation 
Trust on behalf of patients.
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18 RELATED PARTY TRANSACTIONS      
The Countess of Chester Hospital NHS Foundation Trust is a public interest body authorised by Monitor 
the Independent Regulator for NHS Foundation Trusts.      
The Trust has received £132,000 revenue and £25,000 capital (2014/15 £280,000 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 a 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.

2015/16 2015/16 2015/16 2015/16

Income Expenditure
Current 

receivables
Current 

payables

£000 £000 £000 £000

Value of transactions with Key Management Personnel:

- Short term employee benefits - 1,084 - -

- Post-employment benefits -  
Pension and social security employer 
contributions

- 238 - -

Value of transactions with Other NHS Bodies:

Department of Health 253 5 378 -

Other NHS Bodies 182,439 13,678 4,510 2,564

Charitable Funds 157 - 2 -

Other 25,995 50,729 17,230 4,475

The transactions with Board members shown above were in relation to their salaries only.
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Material Related Party transactions with Other NHS Bodies are further detailed below:

2015/16 2015/16 2015/16 2015/16

Income Expenditure
Current 

receivables
Current 

payables

£000 £000 £000 £000

Aintree University Hospital 
NHS Foundation Trust 46 81 3 18

Alder Hey Childrens NHS Foundation Trust 174 178 16 45

Bridgewater Community Healthcare 
NHS Foundation Trust 205 4 46 -

Cheshire and Wirral Partnership 
NHS Foundation Trust 1,381 633 147 402

Liverpool Heart and Chest 
NHS Foundation Trust 53 92 - 61

Liverpool Women's NHS Foundation Trust 16 422 21 64

Mid Cheshire NHS Foundation Trust 78 14 17 -

Northumbria Healthcare NHS Foundation Trust - (2) 2 27

North West Ambulance Service NHS Trust 51 - 9 -

The Clatterbridge Cancer Centre 
NHS Foundation Trust 330 4 86 -

The Walton Centre NHS Foundation Trust 184 7 58 -

Warrington and Halton Hospitals NHS 
Foundation Trust 437 320 397 130

Wirral University Teaching Hospital 
NHS Foundation Trust 6,130 3,682 1,017 931

East Cheshire NHS Trust 417 272 543 235

Royal Liverpool & Broadgreen University 
Hospitals NHS Trust 655 394 320 159

NHS Vale Royal CCG 1,633 - 15 -

NHS St Helens CCG 215 - - 36

NHS Warrington CCG 1,086 - - -

NHS Eastern Cheshire CCG 127 - - 40

NHS Knowsley CCG 50 - 2 -

NHS Halton CCG 1,084 - 46 -

NHS East Lancashire CCG 86 - 1 -

NHS Liverpool CCG 228 - - 26

NHS Shropshire CCG 420 - 9 -

NHS South Cheshire CCG 484 - - 9

NHS South Sefton CCG 78 - 8 -
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2015/16 2015/16 2015/16 2015/16

Income Expenditure
Current 

receivables
Current 

payables

£000 £000 £000 £000

Wirral Community NHS Trust 100 - 3 -

NHS Wigan Borough CCG 52 - 19 -

NHS West Cheshire CCG 140,003 - 801 -

NHS Wirral CCG 4,087 - 6 104

NHS England 13,791 157 167 92

Public Health England 64 327 - 9

Department of Health 253 5 43 -

Department of Health (PDC Dividend Only) - - 335 -

North East Commissioning Hub 320 - 51 -

North West Commissioning Hub 11,321 - 91 -

Health Education England 7,355 2 - 2

Cheshire East Unitary Authority 731 - 214 -

Cheshire West and Chester Unitary Authority 499 77 178 27

Care Quality Commission 5 78 - -

NHS Cheshire and Merseyside Commissioning 
Support Unit 1 138 - 67

NHS England - Cheshire and Merseyside Local 
Office (Geography. Merger of Q44 & Q48) 2,052 - - 16

NHS Litigation Authority - 6,502 - -

National Loans Fund - - 17,000 -

NHS Blood and Transplant 8 1,255 13 -

National Heath Service Pension Scheme - 13,335 - 1,836

HM Revenue & Customs - 8,601 45 2,587

Welsh Assembly Government (incl all Welsh 
Health Bodies) 24,879 91 141 25
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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.  

Liquidity Risk
The Trust’s net operating costs are incurred under three year 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 it’s 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 connnection with the contract, whether arising in contract, tort, negligence, breach of 
statutory duty or otherwise, shall not exceed the sum of £1million in any one year.

2015/16 2014/15

£000 £000

Limitation on Auditors Liability 1,000 1,000
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