


















































































































































































Independent auditor's report to the Directors of Mersey Care NHS 
Foundation Trust in relation to Liverpool Community Healthcare NHS 
Trust 

Report on the Audit of the Financial Statements of Liverpool Community 
Healthcare NHS Trust 

Opinion 

We have audited the financial statements of Liverpool Community Healthcare NHS Trust (the ‘Trust’) for the 
year ended 31 March 2018 which comprise the Statement of Comprehensive Income, the Statement of 
Financial Position, the Statement of Changes in Taxpayers Equity, the Statement of Cash Flows and notes to 
the financial statements, including the accounting policies. The financial reporting framework that has been 
applied in their preparation is applicable law and the 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: 

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

 have been properly 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  

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

 

Basis for opinion 

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

 

Who we are reporting to 

This report is made solely to the Directors of Mersey Care NHS Foundation Trust, as a body, in respect of 
Liverpool Community Healthcare NHS Trust, 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 Directors of Mersey Care NHS 
Foundation Trust those matters we are required to state to them in an auditor’s report in respect of Liverpool 
Community Healthcare NHS Trust and for no other purpose. To the fullest extent permitted by law, we do not 
accept or assume responsibility to anyone other than Mersey Care NHS Foundation Trust and the Directors of 
Mersey Care NHS Foundation Trust as a body, for our audit work, for this report, or for the opinions we have 
formed. 

 

Conclusions relating to going concern 
We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us to 
report to you where: 
 the Directors’ use of the going concern basis of accounting in the preparation of the financial statements is 

not appropriate; or 
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 the Directors have not disclosed in the financial statements any identified material uncertainties that may 
cast significant doubt about the Trust’s ability to continue to adopt the going concern basis of accounting 
for a period of at least twelve months from the date when the financial statements are authorised for issue. 

 

Emphasis of matter – Demise of the organisation 

In forming our opinion on the financial statements, , which is not modified, we draw attention to note 1.1.2 in 
the financial statements, which indicates that Mersey Care NHS Foundation Trust took over  Liverpool 
Community Healthcare NHS Trust’s services and that Liverpool Community Healthcare NHS Trust ceased to 
exist on 1 April 2018.[LHC1] 

Other information 

The Directors are responsible for the other information. The other information comprises the information 
included in the Annual Report of Liverpool Community Healthcare NHS Trust, 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 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 
resource 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 of Liverpool Community Healthcare NHS Trust 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:  

 the parts of the Remuneration Report and Staff Report of Liverpool Community Healthcare NHS Trust 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 

 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 of Liverpool Community Healthcare NHS Trust 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: 

 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 

 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 

 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 for Liverpool Community Healthcare NHS Trust. 

 

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

As explained more fully in the Statement of Director's Responsibilities, the Directors of Mersey Care NHS 
Foundation Trust  are responsible for the preparation of the financial statements of Liverpool Community 
Healthcare NHS Trust 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 necessary to enable 
the preparation of financial statements that are free from material misstatement, whether due to fraud or error. 

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

The Audit Committee is Those Charged with Governance. 

 

Auditor’s responsibilities for the audit of the financial statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free 
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our 
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in 
accordance with ISAs (UK) will always detect a material 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 Liverpool 
Community Healthcare NHS Trust’s arrangements for securing economy, 
efficiency and effectiveness in its use of resources 

 

Matter on which we are required to report by exception - Trust’s arrangements for securing 
economy, efficiency and effectiveness in its use of resources 



Under the Code of Audit Practice we are required to report to you if, in our opinion we have not been able to 
satisfy ourselves that Liverpool Community Healthcare NHS Trust has made proper arrangements for securing 
economy, efficiency and effectiveness in its use of resources for the year ended 31 March 2018.   
 
We have nothing to report in respect of the above matter. 
 

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 properly 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 Liverpool Community Healthcare 
NHS Trust in accordance with the requirements of the Local Audit and Accountability Act 2014 and the Code 
of Audit Practice. 

 

Andrew Smith 

Andrew Smith, Director 

for and on behalf of Grant Thornton UK LLP 

 

4 Hardman Square 

Manchester 

M3 3EB 

 

25 May 2018 
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Statement of Comprehensive Income

2017/18 2016/17

Note £000 £000

Operating income from patient care activities 3 93,193 127,303 

Other operating income 4 4,178 3,473 

Operating expenses 5, 7 (96,779) (131,794)

Operating surplus/(deficit) from continuing operations 592 (1,018)

Finance income 10 39 37 

Finance expenses 11 (2) (1)

PDC dividends payable (97) (114)

Net finance costs (60) (78)
1Gains / (losses) arising from transfers by absorption (5,643) - 

Surplus / (deficit) for the year from continuing operations (5,111) (1,096)

Surplus / (deficit) for the year (5,111) (1,096)

Other comprehensive income

Will not be reclassified to income and expenditure:

Impairments 6 (893) - 

Revaluations 15 846 612 

Total comprehensive income / (expense) for the period (5,158) (484)

1 During 2017/18 a number of services have been transferred from Liverpool Community Health NHS Trust to other NHS 
Providers. Where functions transfer between public sector bodies, the GAM requires the application of 'absorption 
accounting'. The assets and liabilities associated with the services have been transferred, which has resulted in a loss 
recognised in the Statement of Comprehensive Income of £5.643m and is required to be disclosed separately from 
operating costs. Further detail is provided in note 33.
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Statement of Financial Position

31 March 
2018

31 March 
2017

Note £000 £000

Non-current assets

Property, plant and equipment 14 10,140 16,100 

Total non-current assets 10,140 16,100 

Current assets

Inventories 17 68 67 

Trade and other receivables 18 6,251 4,757 

Cash and cash equivalents 19 11,637 11,148 

Total current assets 17,956 15,972 

Current liabilities

Trade and other payables 20 (8,599) (6,433)

Provisions 25 (230) (540)

Other liabilities 22 - (485)

Total current liabilities (8,829) (7,458)

Total assets less current liabilities 19,267 24,614 

Non-current liabilities

Provisions 25 (1,172) (1,361)

Total non-current liabilities (1,172) (1,361)

Total assets employed 18,095 23,253 

Financed by 

Public dividend capital 229 229 

Revaluation reserve 3,179 6,549 

Income and expenditure reserve 14,687 16,475 

Total taxpayers' equity 18,095 23,253 

The notes on pages 6 to 50 form part of these accounts.

Name Joseph Rafferty 
Position Chief Executive Officer
Date 24 May 2018
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Statement of Changes in Equity for the year ended 31 March 2018

Public 
dividend 

capital
Revaluation 

reserve

Income and 
expenditure 

reserve Total

£000 £000 £000 £000 

Taxpayers' equity at 1 April 2017 - brought forward 229 6,549 16,475 23,253 

Surplus/(deficit) for the year - - (5,111) (5,111)

Transfers by absorption: transfers between reserves - (3,323) 3,323 - 

Impairments - (893) - (893)

Revaluations - 846 - 846 
Taxpayers' equity at 31 March 2018 229 3,179 14,687 18,095 

Statement of Changes in Equity for the year ended 31 March 2017

Public 
dividend 

capital
Revaluation 

reserve

Income and 
expenditure 

reserve Total

£000 £000 £000 £000 

Taxpayers' equity at 1 April 2016 - brought forward 229 5,937 17,571 23,737 

Surplus/(deficit) for the year - - (1,096) (1,096)

Revaluations - 612 - 612 

Taxpayers' equity at 31 March 2017 229 6,549 16,475 23,253 
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Information on reserves

Public dividend capital
Public dividend capital (PDC) is a type of public sector equity finance based on the excess of assets over liabilities at the 
time of establishment of the predecessor NHS organisation. Additional PDC may also be issued to trusts by the 
Department of Health and Social Care. A charge, reflecting the cost of capital utilised by the trust, is payable to the 
Department of Health as the public dividend capital dividend.

Revaluation reserve
Increases in asset values arising from revaluations are recognised in the revaluation reserve, except where, and to the 
extent that, they reverse impairments previously recognised in operating expenses, in which case they are recognised in 
operating income. Subsequent downward movements in asset valuations are charged to the revaluation reserve to the 
extent that a previous gain was recognised unless the downward movement represents a clear consumption of economic 
benefit or a reduction in service potential.

Income and expenditure reserve
The balance of this reserve is the accumulated surpluses and deficits of the trust.
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Statement of Cash Flows

2017/18 2016/17

Note £000 £000 

Cash flows from operating activities

Operating surplus / (deficit) 592 (1,018)

Non-cash income and expense:

Depreciation and amortisation 5.1 762 2,230 

Net impairments 6 171 - 

(Increase) / decrease in receivables and other assets (1,769) 1,853 

(Increase) / decrease in inventories (1) (15)

Increase / (decrease) in payables and other liabilties 1,972 (949)

Increase / (decrease) in provisions (310) (1,131)

Net cash generated from / (used in) operating activities 1,417 970 

Cash flows from investing activities

Interest received 39 37 

Purchase of property, plant, equipment and investment property (807) (1,042)

Net cash generated from / (used in) investing activities (768) (1,005)

Cash flows from financing activities

Other interest paid (2) (1)

PDC dividend (paid) / refunded 26 (311)

Net cash generated from / (used in) financing activities 24 (312)

Increase / (decrease) in cash and cash equivalents 673 (347)

Cash and cash equivalents at 1 April - brought forward 11,148 11,495 

Prior period adjustments - 

Cash and cash equivalents at 1 April - restated 11,148 11,495 
Cash and cash equivalents transferred under absorption accounting 33 (184) - 

Cash and cash equivalents at 31 March 19.1 11,637 11,148 
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Notes to the Accounts

1 Note 1 Accounting policies and other information

1 Note 1.1 Basis of preparation
The Department of Health and Social Care has directed that the financial statements of the trust shall meet the 
accounting requirements of the Department of Health and Social Care Group Accounting Manual (GAM), which shall be 
agreed with HM Treasury. Consequently, the following financial statements have been prepared in accordance with the 
GAM 2017/18 issued by the Department of Health and Social Care. The accounting policies contained in the GAM 
follow International Financial Reporting Standards to the extent that they are meaningful and appropriate to the NHS, as 
determined by HM Treasury, which is advised by the Financial Reporting Advisory Board. Where the GAM permits a 
choice of accounting policy, the accounting policy that is judged to be most appropriate to the particular circumstances 
of the trust for the purpose of giving a true and fair view has been selected. The particular policies adopted are 
described below. These have been applied consistently in dealing with items considered material in relation to 
accounts. 

1 Note 1.1.1 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.

2 Note 1.1.2 Going concern
These accounts have been prepared on a going concern basis.

Going Concern: IAS1 Presentation of Financial statements requires management to consider whether the financial 
accounts are prepared on a going concern basis.                                                                                                                      
In considering the going concern basis, the Board considered in its assessment the following three factors:                        

• Financial Conditions;                                                                                                                                                              

• Operating Conditions;                                                                                                                                                             

• Other Conditions;                                                                                                                                                                               

The evidence used to satisfy the Boards view that the accounts should be presented on a going concern basis across 
the above factors include:                                                                                                  

Forecasts and Budgets - The 2018/19 financial plan, which has been completed and approved by Directors and draft 
operating plans have been submitted to NHS Improvement. A detailed, independent due diligence and working capital 
review has been undertaken as part of the Liverpool Community Health Transaction.                                                                        

Medium and long-term plans - The Trust has an agreed long term financial model and estates strategy, underpinned 
by an agreed financial strategy, which is regularly reviewed and updated;                                                                           

Timing of cashflows - The Care at a Glance board report details a twelve month rolling cashflow forecast;                            

Financial and operational risk - The Trust risk register is regularly reviewed by the Quality Assurance Committee;                                                                                                                                                                        

Systems Controls - Internal Audit reviews have consistently delivered a significant assurance opinion.                             
In reviewing the conditions above and assessing going concern, the Directors have concluded that there are no 
material uncertainties that may cast significant doubt about the Trust's ability to continue as a going concern, and the 
going concern basis remains appropriate.

From 1 April 2018, Mersey Care NHS Foundation Trust will take over the services of Liverpool Community Health NHS 
Trust. This process has been subject to a tendering process and an independent due diligence process has been 
undertaken as part of the transaction.

Further detail is provided in note 35 and 36 in respect of events after the reporting date and the final period of operation 
of Liverpool Community NHS Trust
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2 Note 1.2 Critical judgements in applying accounting policies
The following are the judgements, apart from those involving estimations (see below) that management has made in 
the process of applying the trust accounting policies and that have the most significant effect on the amounts 
recognised in the financial statements:

Segmental Reporting: The Trust engages in its activities as a single operating segment, as set out in Note 2 to these 
accounts.

3 Note 1.3 Sources of estimation uncertainty
The following are assumptions about the future and other major sources of estimation uncertainty that have a 
significant risk of resulting in a material adjustment to the carrying amounts of assets and liabilities within the next 
financial year:

Provisions: The amount recognised as a provision is the best estimate at the end of the reporting period of the 
expenditure required to settle a present obligation or constructive obligation, taking into account risks and uncertainties. 
Further clarification of the provisions accounting policy is set out in note 1.13. 
                                                                          
PPE Leased Properties: A proportion of the Trust's building estate is made available through lease agreements. When 
the Trust commits to capital investment within such properties the value carried within the capital asset register is 
reflected at investment cost depreciate over the lease term. This is deemed the most appropriate way to depreciated 
the cost of the investment over its useful life and to reflect the current value of the investment over the life of the lease. 
The value of associated assets is £2.6m at 31 March 2018 (31 March 2017 £3.7m).

4 Note 1.4 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. The main source of income for the trust is contracts with 
commissioners in respect of health care services.  Revenue related to podiatry services under "Any Qualified Provider" 
is received in full at the commencement of the course of treatment and apportioned across the financial years based on 
the expected length of treatment.

Where income is received for a specific activity which is to be delivered in a subsequent financial year, that income is 
deferred. 

The NHS Trust receives income under the NHS Injury Cost Recovery scheme, designed to reclaim the cost of treating 
injured individuals to whom personal injury compensation has subsequently been paid e.g. by an insurer. The NHS 
Trust recognises the income when it receives payment from the Department of Work and Pension's Compensation 
Recovery Unit. The income is measured at the agreed tariff for the treatments provided to the individual.

5 Note 1.5 Expenditure on employee benefits

Short-term employee benefits
Salaries, wages and employment-related payments such as social security costs and the apprenticeship levy are 
recognised in the period in which the service is received from employees. 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.
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Pension costs 
NHS Pension Scheme
Past and present employees are covered by the provisions of the NHS Pension Scheme. The scheme is an unfunded, 
defined benefit scheme that covers NHS employers, general practices and other bodies, allowed under the direction of 
Secretary of State, in England and Wales. The scheme is not designed in a way that would enable employers to identify 
their share of the underlying scheme assets and liabilities. Therefore, the schemes are accounted for as though they 
are defined contribution schemes.

The cost to Liverpool Community NHS Trust of participating in the scheme is taken as equal to the contributions 
payable to the scheme for the accounting period. 

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.

The schemes are subject to a full actuarial valuation every four years and an accounting valuation every year.

6 Note 1.6 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 consideration paid. Therefore, expenditure is recognised in operating expenses except 
where it results in the creation of a non-current asset such as property, plant and equipment. 
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7 Note 1.7 Property, plant and equipment

7 Note 1.7.1 Recognition
Property, plant and equipment is capitalised where:    

• it is held for use in delivering services or for administrative purposes

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

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

• the cost of the item can be measured reliably

• the item has cost of at least £5,000, or

• collectively, a number of items have a cost of at least £5,000 and individually have cost of more than £250, where the 

assets are functionally interdependent, had broadly simultaneous purchase dates, are anticipated to have similar 
disposal dates and are under single managerial control.

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.

7 Note 1.7.2 Measurement
Valuation
All property, plant and equipment assets are measured initially at cost, representing the costs directly attributable to 
acquiring or constructing the asset and bringing it to the location and condition necessary for it to be capable of 
operating in the manner intended by management. Assets that are held for their service potential and are in use are 
measured subsequently at their current value in existing use.

Revaluations of property, plant and equipment are performed with sufficient regularity to ensure that carrying amounts 
are not materially different from those that would be determined at the end of the reporting period. Current values in 
existing use are determined as follows:                                                                                                                                                                                                                                                                                                                  

• Land and non-specialised buildings - market value for existing use.                                                                           

• Specialised buildings - depreciated replacement cost, modern equivalent asset basis. All assets are measured 

subsequently at valuation.                                                                                                                                                                                                                                                                                                                                          

• Properties in the course of construction for services or administration purposes are carried at cost, less any 

impairment loss. Cost includes professional fees and, where capitalised in accordance with IAS 23, borrowing costs. 
Assets are revalued and depreciation commences when they are brought into use.                                                                         

An item of property, plant and equipment which is surplus with no plan to bring it back into use is valued at fair value 
under IFRS 13, if it does not meet the requirements of IAS 40 of IFRS 5.                                                                                            
Individual items of IT equipment over £5,000 in value, furniture and fittings, and pant and machinery that are held for 
operational use are valued at depreciated historic cost where these assets have short useful economic lives or low 
values or both, as this is not considered to be materially different from current value in existing use.                                                                                                                                                                                    

A proportion of  the Trust's building estate is made available through lease agreements. When the Trust commits to 
capital investment within such properties the value carried within the capital asset register is reflected at investment 
cost depreciated over the lease term. This is deemed the most appropriate way to depreciate the cost of the investment 
over its useful life and to reflect the current value of the investment over the life of the lease. The value of associated 
assets is £2.6m at 31 March 2018 (31st March 2017 £3.7m).

Subsequent expenditure
Where subsequent expenditure enhances an asset beyond its original specification, the directly attributable cost it 
capitalised. Where subsequent expenditure restores the asset to its original specification, the expenditure is capitalised 
and any existing carrying value of the item is replaced and written out and charged to operating expenses.

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. Freehold land is considered to have an 
infinite life and is not depreciated. 
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Revaluation gains and losses
Revaluation gains are recognised in the revaluation reserve, except where, and to the extent that, they reverse a 
revaluation decrease that has previously been recognised in operating expenses, in which case they are recognised in 
operating income.

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

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

Impairments
At each financial year end, Liverpool Community Health NHS Trust checks whether there is any indication that its 
property, plant and equipment or intangible assets have suffered an impairment loss. If there is indication of such an 
impairment, the recoverable amount of the asset is estimated to determine whether there has been a loss and if so, its 
amount. Intangible assets not yet available for use are tested for impairment annually at the financial year end.

Impairment losses that arise from a clear consumption of economic benefit are taken to expenditure. Where an 
impairment loss subsequently reverses, the carrying amount of the asset is increased to the revised estimate of the 
recoverable amount but capped at the amount that would have been determined had there been no initial impairment 
loss. The reversal of the impairment loss is credited to expenditure.
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7 Note 1.7.3 Useful economic lives of property, plant and equipment 

Min life Max life

Years Years

Land - - 

Buildings, excluding dwellings 4 58 

Plant & machinery 1 9 

Information technology - - 

Furniture & fittings 1 4 

8 Note 1.8 Intangible assets 

8 Note 1.8.1 Recognition 

8 Note 1.8.2 Measurement 

8 Note 1.8.3 Useful economic lives of intangible assets 

Software
Software which is integral to the operation of hardware, eg an operating system, is capitalised as part of the relevant 
item of property, plant and equipment. Software which is not integral to the operation of hardware, eg application 
software, is capitalised as an intangible asset.

Intangible assets are recognised initially at cost, comprising all directly attributable costs needed to create, produce and 
prepare the asset to the point that it is capable of operating in the manner intended by management.

Subsequently intangible assets are measured at current value in existing use. Where no active market exists, intangible 
assets are valued at the lower of depreciated replacement cost and the value in use where the asset is income 
generating. Revaluations gains and losses and impairments are treated in the same manner as for property, plant and 
equipment. An intangible asset 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 of IFRS 5.

Intangible assets held for sale are measured at the lower of their carrying amount or “fair value less costs to sell”.

Amortisation
Intangible assets are amortised over their expected useful economic lives in a manner consistent with the consumption 
of economic or service delivery benefits.

The Trust is not currently carrying any intangible assets

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

Subsequent expenditure on leased properties is capitalised and is depreciated over the shorter of the useful economic 
life or the lease term. 

Intangible assets are non-monetary assets without physical substance which are capable of being sold separately from 
the rest of the trust’s business or which arise from contractual or other legal rights. They are recognised only where it is 

probable that future economic benefits will flow to, or service potential be provided to, the trust and where the cost of 
the asset can be measured reliably. 

Internally generated intangible assets
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Note 1.9 Inventories 
Inventories are valued at the lower of cost and net realisable value. The cost of inventories is measured using the 
weighted average cost formula. This is considered to be a reasonable approximation to fair value due to the high 
turnover of stocks.

Note 1.10 Cash and cash equivalents

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

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

Note 1.11 Carbon Reduction Commitment scheme (CRC)
The Trust does not currently fall under the requirements of the CRC scheme.

Note 1.12 Financial instruments 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, ie, when receipt or delivery of the 
goods or services is made.

Financial assets or 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 in note 1.12.

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 cash flows from the assets have expired or the trust 
has transferred substantially all of the risks and rewards of ownership.

Financial liabilities are de-recognised when the obligation is discharged, cancelled or expires.

Classification and measurement
Financial instruments are initially measured at fair value and subsequently measured according to their classification as 
described below.

Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments which are not quoted in 
an active market.

The trust’s loans and receivables comprise: cash and cash equivalents, NHS receivables, accrued income and “other 

receivables”.

Loans and receivables are recognised initially at fair value, net of transactions 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.

Page 104 



Other Financial liabilities
All other 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.

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 cost of those assets.

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 cash flows 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 the carrying amount of 
the asset is reduced directly.
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Note 1.13 Leases
Leases are classified as finance leases when substantially all the risks and rewards of ownership are transferred to the 
lessee. All other leases are classified as operating leases.

Note 1.13.1 The trust as lessee 

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

The asset and liability are recognised at the commencement of the lease. Thereafter the asset is accounted for an item 
of property plant and equipment. 

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

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

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

Leases of land and buildings
Where a lease is for land and buildings, the land component is separated from the building component and the 
classification for each is assessed separately. 

Note 1.13.2 The trust as lessor

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

Operating leases
Rental income from operating leases is recognised on a straight-line basis over the term of the lease. Initial direct costs 
incurred in negotiating and arranging an operating lease are added to the carrying amount of the leased asset and 
recognised as an expense on a straight-line basis over the lease term.

Note 1.14 Provisions 

The 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.

Early retirement provisions are discounted using HM Treasury's pension discount rate of 0.10% (2016/17 0.24%) in real 
terms. All other provisions are subject to three separate discount rates according to the expected timings of cashflows 
from the Statement of Financial Position date:  

A short term rate of 2.42% (2016/17 -2.70%) for expected cashflows up to and including 5 years.

A medium term rate of -1.85% (2016/17 -1.95%) for expected cashflows over 5 years up to and including 10 years.

A long term rate of -1.56% (2016/17 -0.80%) for expected cashflows over 10 years.
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Clinical negligence costs 
NHS Resolution operates a risk pooling scheme under which the trust pays an annual contribution to NHS Resolution, 
which, in return, settles all clinical negligence claims. Although NHS Resolution is administratively responsible for all 
clinical negligence cases, the legal liability remains with the trust. The total value of clinical negligence provisions 
carried by NHS Resolution on behalf of the trust is disclosed at note 25.2 but is not recognised in the trust’s accounts. 

Non-clinical risk pooling 
The trust participates in the Property Expenses Scheme and the Liabilities to Third Parties Scheme. Both are risk 
pooling schemes under which the trust pays an annual contribution to NHS Resolution and in return receives assistance 
with the costs of claims arising. The annual membership contributions, and any “excesses” payable in respect of 

particular claims are charged to operating expenses when the liability arises. 
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Note 1.15 Contingencies

Contingent assets (that is, assets arising from past events whose existence will only be confirmed by one or more future 
events not wholly within the entity’s control) are not recognised as assets, but are disclosed in note 26 where an inflow 
of economic benefits is probable.
Contingent liabilities are not recognised, but are disclosed in note 26, unless the probability of a transfer of economic 
benefits 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.

Note 1.16 Public dividend capital

Public dividend capital (PDC) is a type of public sector equity finance which represents the Department of Health and 
Social Care's investment in the trust. HM Treasury has determined that, being issued under statutory authority rather 
than under contract, PDC is not a financial instrument within the meaning of IAS 32.

At any time, the Secretary of State can issue new PDC to, and require repayments of PDC from, the trust. PDC is 
recorded at the value received.

A charge, reflecting the cost of capital utilised by the 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 trust during the 
financial year. Relevant net assets are calculated as the value of all assets less the value of all liabilities, except for 
(i) donated assets (including lottery funded assets), 
(ii) average daily cash balances held with the Government Banking Services (GBS) and National Loans Fund (NLF) 
deposits, excluding cash balances held in GBS accounts that relate to a short-term working capital facility, and 
(iii) any PDC dividend balance receivable or payable. 

In accordance with the requirements laid down by the Department of Health and Social Care (as the issuer of PDC), the 
dividend for the year is calculated on the actual average relevant net assets as set out in the “pre-audit” version of the 

annual accounts. The dividend thus calculated is not revised should any adjustment to net assets occur as a result the 
audit of the annual accounts.

Note 1.17 Value added tax 

Most of the activities of the 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.

Note 1.18 Third party assets 

Assets belonging to third parties (such as money held on behalf of patients) are not recognised in the accounts since 
the trust has no beneficial interest in them. However, they are disclosed in note 19 to the accounts in accordance with 
the requirements of HM Treasury’s FReM . 

Note 1.19 Losses and special payments
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Losses and special payments are items that Parliament would not have contemplated when it agreed funds for the 
health service or passed legislation. By their nature they are items that ideally should not arise. They are therefore 
subject to special control procedures compared with the generality of payments. They are divided into different 
categories, which govern the way that 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 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.

Note 1.20 Gifts

Gifts are items that are voluntarily donated, with no preconditions and without the expectation of any return. Gifts 
include all transactions economically equivalent to free and unremunerated transfers, such as the loan of an asset for 
its expected useful life, and the sale or lease of assets at below market value.
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Note 1.21 Transfers of functions to other NHS bodies 

In April and May 2017, an element of the Liverpool Community Health services were transferred to Other NHS bodies. 
The transfers reflect the agreed position and are shown in note 33.

For property plant and equipment assets and intangible assets, the cost and accumulated depreciation / amortisation 
balances from the transferring entity’s accounts are preserved on recognition in the trust’s accounts. Where the 

transferring body recognised revaluation reserve balances attributable to the assets, the trust makes a transfer from its 
income and expenditure reserve to its revaluation reserve to maintain transparency within public sector accounts. 

The functions that the trust transferred to other NHS bodies, the assets and liabilities transferred are de-recognised 
from the accounts as at the date of transfer. The net loss corresponding to the net assets transferred is recognised 
within expenses, but not within operating activities. Any revaluation reserve balances attributable to assets de-
recognised are transferred to the income and expenditure reserve.

Note 1.22 Early adoption of standards, amendments and interpretations
No new accounting standards or revisions to existing standards have been early adopted in 2017/18.

Note 1.23 Standards, amendments and interpretations in issue but not yet effective or adopted
The following new standards will be adopted by the NHS in 2018/19, however the impact for the successor organisation 
to Liverpool Community Health NHS Trust will be minimal.
IFRS 9 - Financial Instruments: recognition and measurement; the changes relate to classificaiton and measurement of 
financial assets, including a new impairment model and changes to hedge accounting. Therefore there will a minimal 
impact for 2018/19.
IFRS 15 - Revenue from contracts with customers
IFRS 16 - Leases, this will change the current treatment of leased buildings from operating leases to finance leases, 
therefore the lease obligations will need to be reclassified accordingly. 
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Note 2 Operating Segments

The Trust engages in its activities as a single operating segment i.e. provision of healthcare. The main source of 
revenue for the Trust is from commissioners of healthcare which are principally NHS England (NHSE) and Clinical 
Commissioning Groups (CCG's). The Department of Health has deemed that as NHSE and CCG's are under common 
control they are classified as a single customer for the purposes of segmental analysis. No other customer generates in 
excess of 10% total revenue.

The basis for Internal reporting is a single operating segment, for which the operating results are reviewed by the chief 
operating decision maker.

Page 111 



Note 3 Operating income from patient care activities

Note 3.1 Income from patient care activities (by nature) 2017/18 2016/17

£000 £000 

Community services
Community services income from CCGs and NHS England 88,529 117,239 
Income from other sources (e.g. local authorities) 4,664 10,064 

All services
Private patient income - - 
Other clinical income - - 

Total income from activities 93,193 127,303 

Note 3.2 Income from patient care activities (by source)

Income from patient care activities received from: 2017/18 2016/17

£000 £000 

NHS England 5,386 6,168 

Clinical commissioning groups 83,143 111,071 

Other NHS providers 3,227 2,737 

NHS other - 25 

Local authorities 677 6,720 

NHS injury scheme 371 432 

Non NHS: other 389 150 

Total income from activities 93,193 127,303 

Of which:

Related to continuing operations 93,193 127,303 

Related to discontinued operations - - 

There has been an overall reduction in income from activities of £34.110m between 2016/17 and 2017/18. 

Clinical commissioning groups income has seen the largest reduction of £27.928m, the most significant changes are:

Transfer of non core services and associated activity to successor organisaitons (Alder Hey NHS Foundation Trust and 
Royal Liverpool and Broadgreen Hospitals NHS Trust) from 1st April 2017 £7.397m.
Transfer of Sefton services and associated activity to successor organisation (Mersey Care NHS Foundation Trust) from 
1st June 2017 £16.628m.
Transfer of Southport services and associated activity to successor organisations £2.777m on 1st June 2017.
Cessation of services at Windmill Hill £0.472m.

Local Authority income has reduced by £6.043m and relates to the transfer of services to North West Boroughs NHS 
Foundation Trust on 1st June 2017.

NHS injury scheme income has reduced by £0.061m as a result of the transfer of Sefton services and associated 
activity to successor organisations on 1st June 2017

Non NHS: other income has increased by £0.239m. The transfer of SAFE place services to Central Manchester NHS 
Foundation Trust is offset by deferred income relating to Podiatry from 2016/17.

Income reported above has been reported as all relating to continuing operations. Services have continued to be 
provided, despite some services being transferred to other NHS Providers during 2017/18. Services are only deemed to 
be discontinued if they are transferred outside of the public sector.
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3 Note 3.3 Overseas visitors (relating to patients charged directly by the provider)

4 Note 4 Other operating income

2017/18 2016/17

£000 £000 

Education and training 808 1,190 
Non-patient care services to other bodies 4 123 
Sustainability and transformation fund income 3,087 1,894 
Other income 279 266 

Total other operating income 4,178 3,473 

Of which:
Related to continuing operations 4,178 3,473 
Related to discontinued operations - - 

Other opertaing income has increase in total by £0.705m between 2016/17 and 2017/18. The main movements include:

Education and Training income has reduced by £0.382m in 2017/18 following the transfer of non Liverpool core 
services and associated activity during the year on 1st April and 1st June 2017.

Non Patient Care Services income has reduced by £0.119m. Domestic services provided by the Trust in respect of 
the South Sefton service and  recharged to Community Health Partnership and NHS Property Services has transferred 
alongside the non core service transfer.

The Trust received £3.1m directly from NHS England as part of the Sustainability and Transformation Fund (STF) in 
2017/18 (£1.9m in 2016/17). The 2017/18 value includes £1.296m core STF, £0.416m Incentive STF (finance), 
£0.475m Incentive STF (general distribution) and £0.900m Incentive STF (bonus).

Other Revenue includes property rental income. 

The Trust had no overseas visitors income in 2017/18 (2016/17 £nil)

Income reported above has been reported as all relating to continuing operations. Services have continued to be 
provided, despite some services being transferred to other NHS Providers during 2017/18. Services are only deemed 
to be discontinued if they are transferred outside of the public sector.
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Note 5.1 Operating expenses

2017/18 2016/17

£000 £000 

Purchase of healthcare from NHS and DHSC bodies 2,581 5,440 

Purchase of healthcare from non-NHS and non-DHSC bodies 349 1,405 

Staff and executive directors costs 70,160 97,365 

Remuneration of non-executive directors 54 59 

Supplies and services - clinical (excluding drugs costs) 8,349 9,670 

Supplies and services - general 654 813 

Drug costs (drugs inventory consumed and purchase of non-inventory drugs) 604 610 

Consultancy costs 189 382 

Establishment 3,028 3,968 

Premises 5,169 3,981 

Transport (including patient travel) 149 168 

Depreciation on property, plant and equipment 762 2,173 

Amortisation on intangible assets - 57 

Net impairments 171 - 

Increase/(decrease) in provision for impairment of receivables 14 238 

Increase/(decrease) in other provisions (35) - 

Audit fees payable to the external auditor
1audit services- statutory audit 49 49 

other auditor remuneration (external auditor only) - - 

Internal audit costs 77 99 

Clinical negligence 231 93 

Legal fees 185 215 

Insurance 64 107 

Education and training 425 451 

Rentals under operating leases 2,772 3,799 

Early retirements - - 

Redundancy 104 (57)

Car parking & security 325 373 

Hospitality 6 6 

Losses, ex gratia & special payments 25 - 

Other 318 330 

Total 96,779 131,794 

Of which:

Related to continuing operations 96,779 131,794 

Related to discontinued operations - - 
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Expenditure reported above has been reported as all relating to continuing operations. Services have continued to be 
provided, despite some services being transferred to other NHS Providers during 2017/18. Services are only deemed to 
be discontinued if they are transferred outside of the public sector.

Overall, operating expenses have reduced by £35.015m between 2016/17 and 2017/18. This is largely in relation to the 
transfer of non-core service bundles to other NHS Providers between April 2017 and June 2017, as part of the 
organisation transfer process.

The largest reduction has been within Staffing costs, which have reduced by £27.205m due largely to the transfer of 
non core services, actitivty and associated spend transferred to successor organisations in line with the organisation 
transaction process. Further detail is provided in Note 7.

Supplies and services clinical - reduction of £1.321m relates to the transfer of sefton services, activity and associated 
spend to successor organisations (Mersey Care NHS Foundation Trust) in line with the organisational transaction 
process on 1st June 2017.

Suppies and services general - reduction of £0.159m relates to the transfer of sefton services, activity and associated 
spend to successor organisations on 1st June 2017, cessation of services provided to Wards 9 and 11, transfer of X ray 
services, and the cessation of Windmill Hill services.

Establishment expenses - reduction of £0.940m largely associated with the transfer of sefton services, activity and 
associated spend £0.702m to successor organisations on 1st June 2017. A reduction in legal services in relation to 
prisons £0.068m and reductions in travel and insurance associated with service transfers.

Purchase of healthcare from Non-NHS bodies expenses have reduced by £1.056m. Transfer of sefton services, 
activity and spend relates to £0.478m, transfer of non core SARC services relates to £0.174m and Childrens speech 
and language therapy £0.217m. Therapy service no longer provided by LCC £0.061m.

Purchase of healthcare from NHS bodies expenses have reduced by £2.859m. Transfer of sefton services, activity 
and spend relates to £0.950m on 1st June, transfer ot X Ray services £0.251m, cessation of wards 9 & 11 £0.360m, 
transfer of anti coagulation and SALT services £0.321m. Also the transfer of Mersey Care informatics associated with 
Sefton services £0.786m.

Depreciation costs have reduced by £1.411m following the transfer by absorption of the non current assets (totalling 
£5.643m) associated with the services that have transferred. In addition, Cushman & Wakefield valuers were 
commissioned to undertake a revaluation exercise on 31 March 2018. The impact has been a net downward revaluation 
of £0.218m, which has also resulted in an impairment charged to operating expenses (whereby there is no revaluation 
reserve remaining on the assets) of £0.171m.

1Audit Fees are stated gross of VAT
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Note 5.2 Other auditor remuneration

2017/18 2016/17

£000 £000 

Other auditor remuneration paid to the external auditor:

1. Audit of accounts of any associate of the trust - - 

2. Audit-related assurance services - - 

3. Taxation compliance services - - 

4. All taxation advisory services not falling within item 3 above - - 

5. Internal audit services - - 

6. All assurance services not falling within items 1 to 5 - - 

7. Corporate finance transaction services not falling within items 1 to 6 above - - 

8. Other non-audit services not falling within items 2 to 7 above - - 

Total - - 

Note 5.3 Limitation on auditor's liability

Note 6 Impairment of assets

2017/18 2016/17

£000 £000 

Net impairments charged to operating surplus / deficit resulting from:

Changes in market price 171 - 

Total net impairments charged to operating surplus / deficit 171 - 

Impairments charged to the revaluation reserve 893 - 
Total net impairments 1,064 - 

The limitation on auditor's liability for external audit work is £2m (2016/17: N/A).

Following a revaluation exercise undertaken by valuers Cushman & Wakefield at 31 March 2018, there has been an 
overall reduction in the valuation of non current assets of £218k. This can be broken down as:
                                                                                                                                                                                                                 
○ Buildings (excluding dwellings) £188k                                                                                                                                 

○ Land £30k                                                                                                                                                                                  

Some properties and land have increased in value. The total impact of the valuation (gain taken directly to the revaluation 
reserve) is £846k and can be broken down as follows:                                                                                                                                                                                           

○ Buildings (excluding dwellings) £821k                                                                                                                                 

○ Land £25k                                                                                                                                                                                                                                                       

Conversely some properties and land have reduced in value. The total impact of the impairments (taken to the revaluation 
reserve to the extent there is a balance available, with the remainder being charged to expenses) is £1,571k and can be 
broken down as follows:
                                                                                                                                                                                                          
○ Buildings (excluding dwellings) £1,516k (of which £838k has been taken to the revaluation reserve and £171k charged 

to SoCI
                                                                                                                                                                                                       
○ Land £55k (all of which has been taken to the revaluation reserve)
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Note 7 Employee benefits

2017/18 2016/17

Total Total

£000 £000 

Salaries and wages 54,399 76,970 

Social security costs 6,040 7,244 

Apprenticeship levy 262 - 

Employer's contributions to NHS pensions 6,826 9,685 

Pension cost - other 14 - 

Other post employment benefits - - 

Other employment benefits - - 

Termination benefits 104 (57)

Temporary staff (including agency) 2,619 3,466 
Total gross staff costs 70,264 97,308 

Recoveries in respect of seconded staff - - 

Total staff costs 70,264 97,308 

Of which
Costs capitalised as part of assets - - 

Note 7.1 Retirements due to ill-health

Ill health retirements from the Trust agreed no the ground of ill-health 2017/18 2016/17

• Number 3 1

• Estimated additional pension liabilities of these ill health retirements (£000's) 255 156

Staffing costs have reduced by £27.044m between 2016/17 and 2017/18, this largely relates to the transfer of services 
to other NHS providers. The following list providers detail of the main movements:

•Transfer of Sefton services and associated activity to successor organisations (Mersey Care NHS FT) £19.641m on 1st 

June 2017. This also includes transfer of indirect and operational costs linked to the transfer.
•Transfer of non-core services and associated activity to successor organisations (Royal Liverpool & Broadgreen 

Hospitals University NHS Trust) £2.614m on 1st April and 1st June 2017.
•Transfer of non-core services and associated activity to successor organisations (Alder Hey Childrens Hospital NHS 

FT) £2.095m on 1st April 2017.
•Transfer of non-core services and associated activity to successor organisations (Aintree Hospitals NHS FT) £0.255m 

on 1st April 2017.
•Transfer of non-core services and associated activity to successor organisations in relation to Corporate areas 

£1.529m.
•Cessation of Windmill Hill services £0.333m by Halton Clinical Commissioning Group

•Full year effect of the 2016/17 cessation of Public Health services in Liverpool £0.487m

The cost of these ill-health retirements will be borne by the NHS Business Services Authority - Pensions Division.

Page 117 



Note 8 Pension costs

The next actuarial valuation is to be carried out as at 31 March 2016 and is currently being prepared. The direction 
assumptions are published by HM Treasury which are used to complete the valuation calculations, from which the final 
valuation report can be signed off by the scheme actuary.  This will set the employer contribution rate payable from April 
2019 and will consider the cost of the Scheme relative to the employer cost cap. There are provisions in the Public 
Service Pension Act 2013 to adjust member benefits or contribution rates if the cost of the Scheme changes by more 
than 2% of pay. Subject to this ‘employer cost cap’ assessment, any required revisions to member benefits or 

contribution rates will be determined by the Secretary of State for Health after consultation with the relevant stakeholders.

The trust does not operate any material defined benefit pension schemes other than the statutory NHS Pension Scheme.

The last published actuarial valuation undertaken for the NHS Pension Scheme was completed for the year ending 31 
March 2012. The Scheme Regulations allow for the level of contribution rates to be changed by the Secretary of State for 
Health, with the consent of HM Treasury, and consideration of the advice of the Scheme Actuary and employee and 
employer representatives as deemed appropriate. 

b) Full actuarial (funding) valuation

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 is accepted as 
providing suitably robust figures for financial reporting purposes. The valuation of the scheme liability as at 31 March 
2018, is based on valuation data as 31 March 2017, updated to 31 March 2018 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 report of the scheme actuary, which forms part 
of the annual NHS Pension Scheme Accounts. These accounts can be viewed on the NHS Pensions website and are 
published annually. Copies can also be obtained from The Stationery Office.

The purpose of this valuation is to assess the level of liability in respect of the benefits due under the schemes (taking 
into account recent demographic experience), and to recommend contribution rates payable by employees and 
employers. 
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9 Note 9 Operating leases

9 Note 9.1 Liverpool Community Health NHS Trust as a lessor

9 Note 9.2 Liverpool Community Health NHS Trust as a lessee

2017/18 2016/17

£000 £000 

Operating lease expense

Minimum lease payments 2,772 3,799 

Contingent rents - - 

Less sublease payments received - - 
Total 2,772 3,799 

31 March 
2018

31 March 
2017

£000 £000 

Future minimum lease payments due: 

- not later than one year; 2,537 3,667 

- later than one year and not later than five years; 4,750 5,342 

- later than five years. 120 528 
Total 7,407 9,537 

Future minimum sublease payments to be received - - 

The Trust had no leasing arrangements as a lessor in 2017/18 (2016/17 none)

This note discloses costs and commitments incurred in operating lease arrangements where Liverpool Community 
Health NHS Trust is the lessee.

The Trust has entered into four 10 year property leases since establishment, the impact of which is reflected in the 
analysis below. Minimum lease payments reduced by £1.0m in 2017/18 as a result of the transfer of services to other 
organisations. Other property leases are renewed on an annual basis.

The operating lease commitments will transfer to the successor organisation (Mersey Care NHS Foundation Trust from 
1st April 2018. Further detail is provided in note 35.
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Note 10 Finance income

Finance income represents interest received on assets and investments in the period.

2017/18 2016/17

£000 £000 

Interest on bank accounts 39 37 

Total 39 37 

Note 11.1 Finance expenditure

Finance expenditure represents interest and other charges involved in the borrowing of money.

2017/18 2016/17

£000 £000 

Interest expense:

Interest on late payment of commercial debt 2 1 

Total interest expense 2 1 

Total finance costs 2 1 

Note 11.2 The late payment of commercial debts (interest) Act 1998 / Public 
Contract Regulations 2015

2017/18 2016/17

£000 £000 
Amounts included within interest payable arising from claims made under this 
legislation 2 1 

Note 12 Other gains / (losses)

During 2017/18 there were no gains or losses arising from the disposal of assets, foreign exchange or change in fair value 
of financial assets or financial liabilities (2016/17 £nil)
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Note 13.1 Intangible assets - 2017/18

Software  
licences Total 

£000 £000 

Valuation / gross cost at 1 April 2017 - brought forward - - 

Gross cost at 31 March 2018 - - 

Amortisation at 1 April 2017 - brought forward - - 

Amortisation at 31 March 2018 - - 

Net book value at 31 March 2018 - - 

Net book value at 1 April 2017 - - 

Note 13.2 Intangible assets - 2016/17

Software  
licences Total 

£000 £000 

Valuation / gross cost at 1 April 2016 - as previously 
stated 90 90 

Valuation / gross cost at 1 April 2016 - restated 90 90 

Disposals / derecognition (90) (90)

Valuation / gross cost at 31 March 2017 - - 

Amortisation at 1 April 2016 - as previously stated 33 33 

Amortisation at 1 April 2016 - restated 33 33 

Provided during the year 57 57 

Disposals / derecognition (90) (90)

Amortisation at 31 March 2017 - - 

Net book value at 31 March 2017 - - 

Net book value at 1 April 2016 57 57 

Intangible non-current assets at 31 March 2016 comprised computer licences that 
were originally recognised at cost and amortised over the life of the associated 
information technology asset.
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Note 14.1 Property, plant and equipment - 2017/18

Land

Buildings 
excluding 
dwellings

Assets under 
construction

Plant & 
machinery

Information 
technology

Furniture & 
fittings Total 

£000 £000 £000 £000 £000 £000 £000 

Valuation/gross cost at 1 April 2017 - brought 
forward 2,190 14,269 - 1,736 - 342 18,537 

Transfers by absorption (1,120) (4,006) - (989) - (33) (6,148)

Additions - 317 174 96 - 76 663 

Impairments (55) (1,099) - - - - (1,154)

Revaluations 25 748 - - - - 773 

Valuation/gross cost at 31 March 2018 1,040 10,229 174 843 - 385 12,671 

Accumulated depreciation at 1 April 2017 - 
brought forward - 1,487 - 788 - 162 2,437 

Transfers by absorption - (74) - (429) - (2) (505)

Provided during the year - 623 - 105 - 34 762 

Impairments - (90) - - - - (90)

Revaluations - (73) - - - - (73)

Accumulated depreciation at 31 March 2018 - 1,873 - 464 - 194 2,531 

Net book value at 31 March 2018 1,040 8,356 174 379 - 191 10,140 

Net book value at 1 April 2017 2,190 12,782 - 948 - 180 16,100 

The transfer by absorption reflects the transfer of non core services to other NHS organisations during 2017/18. Further details of the transfers are 
reflected in note 33.
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Note 14.2 Property, plant and equipment - 2016/17

Land

Buildings 
excluding 
dwellings

Assets under 
construction

Plant & 
machinery

Information 
technology

Furniture & 
fittings Total 

£000 £000 £000 £000 £000 £000 £000 
Valuation / gross cost at 1 April 2016 - as 
previously stated 2,190 13,160 273 1,482 2,651 296 20,052 

Transfers by absorption - - - - - - - 

Additions - 684 31 255 - 46 1,016 

Revaluations - 331 - - - - 331 

Reclassifications - 304 (304) - - - - 

Disposals / derecognition - (210) - (1) (2,651) - (2,862)

Valuation/gross cost at 31 March 2017 2,190 14,269 - 1,736 - 342 18,537 

Accumulated depreciation at 1 April 2016 - as 
previously stated - 1,023 - 571 1,686 127 3,407 

Provided during the year - 955 - 218 965 35 2,173 

Revaluations - (281) - - - - (281)

Disposals/ derecognition - (210) - (1) (2,651) - (2,862)

Accumulated depreciation at 31 March 2017 - 1,487 - 788 - 162 2,437 

Net book value at 31 March 2017 2,190 12,782 - 948 - 180 16,100 

Net book value at 1 April 2016 2,190 12,137 273 911 965 169 16,645 

During 2016/17 the Trust treated expenditure on IT equipment (iPads, laptops and desk tops) as revenue in nature due to the low unit cost 
of such items and frequent replacement due to technological advances. In line with this change in classification, the Trust also in 2016/17 
fully depreciated the opening net book value of previously capitalised IT equipment and wrote out the gross replacement cost and 
accumulated depreciation of IT equipment from the Trust's Capital Asset Register. Likewise, associated capitalised computer licences were 
also fully depreciated in year and written out of the Trust's Capital Asset Register.
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Note 14.3 Property, plant and equipment financing - 2017/18

Land

Buildings 
excluding 
dwellings

Plant & 
machinery

Information 
technology

Furniture & 
fittings Total 

£000 £000 £000 £000 £000 £000 

Net book value at 31 March 2018

Owned - purchased 1,040 8,356 379 - 191 10,140 

NBV total at 31 March 2018 1,040 8,356 379 - 191 10,140 

Note 14.4 Property, plant and equipment financing - 2016/17

Land

Buildings 
excluding 
dwellings

Plant & 
machinery

Information 
technology

Furniture & 
fittings Total 

£000 £000 £000 £000 £000 £000 

Net book value at 31 March 2017

Owned - purchased 2,190 12,782 948 - 180 16,100 

NBV total at 31 March 2017 2,190 12,782 948 - 180 16,100 

Page 124 



Note 15 Revaluations of property, plant and equipment

Note 16.1 Investment Property

The Trust's land and buildings were revalued on 31 March 2018 by Gian Wong (MRICS), a 
professionally qualified valuer of Cushman & Wakefield. The values of the assets subject to the 
revaluation were updated on 31 March 2018 in line with values provided by the valuer.

The valuation, and subsequent update, was undertaken in accordance with the terms of the Royal 
Institution of Chartered Surveyors' Valuation Standards - Global and UK, 7th Edition, insofar as these 
terms are consistent with the requirements of HM Treasury, the National Health Service and the 
Department of Health.

The valuation of all specialist property assets is on a Modern Equivalent Asset basis taking into 
account functional and economic obsolescence. Non-specialist assets valued based on market value 
for existing use.

The carrying value of the trust estate (subject to the revaluation) has decreased by £0.218m from 
£7.044m to £6.826m. This resulted in an impairment of £1.064m which can be seen at note 6 and an 
upward  revaluation of £0.846m.

A proportion of the Trust's building estate is made available through lease agreements. When the 
Trust commits to capital investment within such properties the value carried within the capital asset 
register is reflected at investment cost depreciated over the lease term. This is deemed the most 
appropriate way to depreciate the cost of the investment over its useful life and to reflect the current 
value of the investment over the life of the lease. The value of associated assets is £2.6m at 31 March 
2018 (31 March 2017 £3.7m).

The Trust holds no Investment property at 31 March 2018 (2016/17 None)
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# Note 17 Inventories

31 March 
2018

31 March 
2017

£000 £000 

Drugs 68 67 
Total inventories 68 67 

of which:

Held at fair value less costs to sell - - 

Inventories recognised in expenses for the year were £609k (2016/17: £682k).  Write-down of inventories recognised as 
expenses for the year were £0k (2016/17: £0k).
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# Note 18.1 Trade receivables and other receivables

31 March 
2018

31 March 
2017

£000 £000 

Current

Trade receivables 2,963 1,472 

Accrued income 2,380 1,349 

Provision for impaired receivables (195) (533)

Prepayments (non-PFI) 292 550 

PDC dividend receivable 56 179 

VAT receivable 463 1,122 

Other receivables 292 618 

Total current trade and other receivables 6,251 4,757 

Non-current

Total non-current trade and other receivables - - 

Of which receivables from NHS and DHSC group bodies: 

Current 4,905 2,419 

Non-current - - 

The majority of trade is with Clinical Commissioning Groups and NHS England. These bodies are funded by 
Government to purchase NHS patient care services, therefore no credit scoring of them is considered necessary.

Trade receivables have increased by £1.491m between 2016/17 and 2017/18, however payments have been received 
in relation to these balances in April totalling £1.3m.

Accrued Income has increased by £1.031m betweeen 2016/17 and 2017/18. This relates to the quarter 4 STF payment 
and the Incentive/bonus payments notified all of which total £1.953m.

VAT - has reduced by £0.659m. The balance in 2016/17 had approximately six months of outstanding VAT reclaims, 
which has reduced in 2017/18.

From 1st April 2018, current assets will transfer to the successor organisation (Mersey Care NHS Foundation Trust), 
further detail is provided in note 35.
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# Note 18.2 Provision for impairment of receivables

2017/18 2016/17

£000 £000 

At 1 April as previously stated 533 303 

Increase in provision 14 193 

Amounts utilised (352) (8)

Unused amounts reversed - 45 

At 31 March 195 533 

# Note 18.3 Credit quality of financial assets

Trade and 
other  

receivables

Investments 
& Other 

financial 
assets

Trade and 
other  

receivables

Investments 
& Other 

financial 
assets

Ageing of impaired financial assets £000 £000 £000 £000 

0 - 30 days - - 148 - 

30-60 Days - - - - 

60-90 days 1 - 5 - 

90- 180 days 8 - 6 - 

Over 180 days 186 - 374 - 

Total 195 - 533 - 

Ageing of non-impaired financial assets past their due date

0 - 30 days 335 - 503 - 

30-60 Days 26 - 156 - 

60-90 days 241 - 50 - 

90- 180 days 871 - 12 - 

Over 180 days 324 - 289 - 

Total 1,797 - 1,010 - 

The majority of receivables past due, but not impaired relates to debt with other NHS Organisations. Therefore the 
credit risk against such debt is deemed low.

31 March 2018 31 March 2017

The provision for impairment of receivables includes an assessment of all the Trust's receivables, inclusive of invoiced 
debt.
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# Note 19.1 Cash and cash equivalents movements

2017/18 2016/17

£000 £000 

At 1 April 11,148 11,495 

Transfers by absorption (184) - 

Net change in year 673 (347)

At 31 March 11,637 11,148 

Broken down into:

Cash at commercial banks and in hand 1 1 

Cash with the Government Banking Service 11,636 11,147 

Total cash and cash equivalents as in SoFP 11,637 11,148 

Total cash and cash equivalents as in SoCF 11,637 11,148 

# Note 19.2 Third party assets held by the trust

The Trust does not hold any cash or cash equivalents on behalf of patients or other third parties

Cash and cash equivalents comprise cash at bank, in hand and cash equivalents. Cash equivalents are readily 
convertible investments of known value which are subject to an insignificant risk of change in value.

From 1st April 2018, current assets will transfer to the successor organisation (Mersey Care NHS Foundation Trust), 
further detail is provided in note 35.

Page 129 



Note 20.1 Trade and other payables

31 March 
2018

31 March 
2017

£000 £000 

Current 

Trade payables 3,062 2,454 

Capital payables 7 151 

Accruals 4,563 3,821 

Social security costs 767 - 

Other taxes payable 200 - 

Other payables - 7 

Total current trade and other payables 8,599 6,433 

Non-current

Total non-current trade and other payables - - 

Of which payables from NHS and DHSC group bodies: 

Current 1,746 2,098 

Non-current - - 

Note 20.2 Early retirements in NHS payables above

The payables note above includes amounts in relation to early retirements as set out below:

31 March 
2018

31 March 
2018

31 March 
2017

31 March 
2017

£000 Number £000 Number 

- to buy out the liability for early retirements over 5 
years - - 

- number of cases involved - - 

- outstanding pension contributions - 1 

Note 21 Other financial liabilities

The Trust does not have any other financial liabilities as at 31 March 2018 (31 March 2017 nil)

Social security costs and other taxes - have increased between 2016/17 and 2017/18. This relates to National 
Insurance payments relating to March payable in April. In 2016/17 the March liability was settled in March. 

From 1st April 2018, current liabilities will transfer to the successor organisation (Mersey Care NHS Foundation Trust), 
further detail is provided in note 35.
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Note 22 Other liabilities

31 March 
2018

31 March 
2017

£000 £000 

Current 

Deferred income - 485 

Total other current liabilities - 485 

Non-current

Total other non-current liabilities - - 

Note 23 Borrowings

The Trust does not have any other borrowings as at 31 March 2018 (31 March 2017 nil)

Deferred Income includes revenue received from Clincial Commissioning Groups for Podiatry services under 'any 
qualified provider'. Payments are received in full on commencement of a course of treatment, which typically lasts twelve 
months.
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Note 24 Finance leases

Note 24.1 Liverpool Community Health NHS Trust as a lessor

Note 24.2 Liverpool Community Health NHS Trust as a lessee

The Trust has no finance lease receivables as at 31 March 2018 (31 March 2017 nil)

The Trust has no finance lease obligations as at 31 March 2018 (31March 2017 nil)
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# Note 25.1 Provisions for liabilities and charges analysis

Legal claims Re-structuring Other Total 

£000 £000 £000 £000 

At 1 April 2017 304 236 1,361 1,901 

Transfers by absorption - - (189) (189)

Utilised during the year (39) (236) - (275)

Reversed unused (35) - - (35)

At 31 March 2018 230 - 1,172 1,402 

Expected timing of cash flows: 

- not later than one year; 230 - - 230 

- later than one year and not later than five years; - - 1,172 1,172 

- later than five years. - - - - 

Total 230 - 1,172 1,402 

Legal Claims - provisions comprise of a £208k in respect of a repudiatory breach of contract claim. In addition to £22k 
clinical negligence claims notified by NHS Resolution as part of the Liability to Third Parties (LTPS).                                                                                                                          
Other provisions - comprise dilapidations clauses contained within property leases to return the property to its original 
state on vacation.
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Note 25.2 Clinical negligence liabilities

Note 26 Contingent assets and liabilities

31 March 
2018

31 March 
2017

£000 £000 

Value of contingent liabilities 

NHS Resolution legal claims (3) (28)

Gross value of contingent liabilities (3) (28)

Amounts recoverable against liabilities - - 

Net value of contingent liabilities (3) (28)

Net value of contingent assets - - 

Note 27 Contractual capital commitments

31 March 
2018

31 March 
2017

£000 £000 

Property, plant and equipment 109 15 

Total 109 15 

Note 28 Other financial commitments

31 March 
2018

31 March 
2017

£000 £000 

not later than 1 year 1,784 1,782 

after 1 year and not later than 5 years 33 158 

paid thereafter - - 
Total 1,817 1,940 

At 31 March 2018, £419k was included in provisions of NHS Resolution in respect of clinical negligence liabilities of 
Liverpool Community Health NHS Trust (31 March 2017: £494k).

The trust is committed to making payments under non-cancellable contracts (which are not leases, PFI contracts or 
other service concession arrangement), analysed by the period during which the payment is made:

From 1st April 2018, financial commitments will transfer to the successor organisation (Mersey Care NHS Foundation 
Trust), further detail is provided in note 35.
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Note 29 On-SoFP PFI, LIFT or other service concession arrangements

The Trust does not have any PFI or LIFT arrangements (2016/17 nil)
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Note 30 Financial instruments

Note 30.1 Financial risk management

Currency risk 

Interest rate risk

Credit risk

Liquidity risk

The majority of the Trust's revenue derives from contracts with other public sector bodies, the Trust has low exposure to 
credit risk. The maximum exposures at 31 March are in receivables from customers, as disclosed in the trade and other 
receivables note.

The Trust's operating costs are incurred under contracts with other public sector funded bodies, which are financed from 
resources voted annually by Parliament. The Trust funds it's capital expenditure from funds obtained within its prudential 
borrowing limit. The Trust is not, therefore exposed to significant liquidity risks.

The Trust's treasury management operations are carried out by the finance department, within parameters defined 
formally within the Trust's standing financial instructions and policies agreed by the board of directors. The Trust's 
treasury activity is subject to review by the Trust's internal auditors.

Financial reporting standard IFRS 7 requires disclosure of the role that financial instruments have had during the period 
in creating or changing the risks a body faces in undertaking its activities. Because of the continuing service provider 
relationship that the NHS Trust has with whole of government commissioners and the way those commissioners are 
financed, the NHS Trust is not exposed to the degree of risk faced by business entities. Also financial instruments play a 
much more limited role in creating or changing risk than would be typical of listed companies, to which the financial 
reporting standards mainly apply. The NHS Trust has limited powers to borrow or invest surplus funds and financial 
assets and liabilities are generated by day to day operational activities rather than being held to change the risks facing 
the NHS Trust in undertaking its activities.

The Trust is principally a domestic organisation with the great majoriy of transactions, assets and liabilities being in the 
UK and sterling based. The Trust has no overseas operations. The Trust therefore has low exposure to currency rate 
fluctuations.

NHS Trust's borrow from government for capital expenditure, subject to affordability as confirmed by NHS Improvement. 
The borrowings are for 1-25 years, in line with the life of the associated assets, and interest is charged at the National 
Loans Fund rate, fixed for the life of the loan. The Trust has no government borrowing for capital expenditure.

NHS Trust's may also borrow from government for revenue financing subject to approval by NHS Improvement. Interest 
rates are confirmed by the Department of Health (the lender) at the point borrowing is undertaken. The Trust has no 
government borrowing for revenue financing.

Page 136 



Note 30.2 Carrying values of financial assets

Loans and 
receivables 

£000 £000 £000 £000 

Assets as per SoFP as at 31 March 2018
Trade and other receivables excluding non financial 
assets 5,353 - - - 5,353 
Cash and cash equivalents at bank and in hand 11,637 - - - 11,637 

Total at 31 March 2018 16,990 - - - 16,990 

Loans and 
receivables 

£000 £000 £000 £000 £000 

Assets as per SoFP as at 31 March 2017

Trade and other receivables excluding non financial 
assets 3,000 - - - 3,000 

Cash and cash equivalents at bank and in hand 11,148 - - - 11,148 
Total at 31 March 2017 14,148 - - - 14,148 

Note 30.3 Carrying value of financial liabilities

£000 £000 £000

7,545 - 7,545 
7,545 - 7,545 

Total book 
value

Held to 
maturity at 

£000 

Available-
for-sale

Total book 
value

Available-
for-sale

Total book 
value

Other 
financial 
liabilities

Liabilities at 
fair value 

through the 
I&E

Held to 
maturity

Trade and other payables excluding non financial liabilities 
Total at 31 March 2018

Assets at 
fair value 

through the 
I&E 

Assets at 
fair value 

through the 
I&E

Liabilities as per SoFP as at 31 March 2018
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£000 £000 £000

6,433 - 6,433 
6,433 - 6,433 

Note 30.4 Fair values of financial assets and liabilities

The carrying values of fianancial assets and liabilities are deemed to be a reasonable approximation of fair value.

Other 
financial 
liabilities

Liabilities at 
fair value 

through the 
I&E

Total book 
value

Total at 31 March 2017

Liabilities as per SoFP as at 31 March 2017

Trade and other payables excluding non financial liabilities 
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Note 31 Losses and special payments

Total 
number of 

cases
Total value 

of cases

Total 
number of 

cases
Total value 

of cases

Number £000 Number £000 

Losses

Cash losses 2 0 11 3 

Fruitless payments - - - - 

Bad debts and claims abandoned 66 14 90 5 

Stores losses and damage to property 56 11 51 9 

Total losses 124 25 152 17 

Special payments

Compensation under court order or legally binding 
arbitration award - - - - 

Extra-contractual payments - - - - 

Ex-gratia payments 1 0 2 1 

Special severence payments - - - - 

Extra-statutory and extra-regulatory payments - - - - 

Total special payments 1 0 2 1 

Total losses and special payments 125 25 154 18 

Compensation payments received - - 

There are no individual cases over £300,000 in value to report

2017/18 2016/17
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Note 32 Related parties

Income Expenditure Receivables Payables
£000 £000 £000 £000

Mersey Care NHS Foundation Trust 1,316 2,003 578 50

Beatrice Fraenkel (Chairman)
Robert Beardall (Non Executive Director)

Gerry O'Keeffe (Non Executive Director)
Pamela Williams (Non Executive Director)

Joseph Rafferty (Chief Executive)

David Fearnley (Medical Director)
Neil Smith (Executive Director of Finance & Deputy Chief Executive)
Amanda Oates (Executive Director of Workforce)
Patricia Bennett (Executive Director of Nursing)

Income Expenditure Receivables Payables
£000 £000 £000 £000

Alder Hey NHS Foundation Trust 194 186 172 1
Sir David Henshaw (Chairman)
Steve Igoe (Non Executive Director)
Anita Marsland (Non Executive Director)
Dame Jo Williams (Non Executive Director)
Louise Shepherd (Chief Executive)
John Grinnell (Director of Finance)
Melissa Swindell (Director of Human Resources)
Hilda Gwilliams (Director of Nursing)
Dr Steve Ryan (Medical Director)

Other Related Parties: Income Expenditure Receivables Payables

£000 £000 £000 £000

Health Education England 733 9 0 0

NHS Knowsley Clinical Commissioning Group 186 0 0 33

NHS Liverpool Clinical Commissioning Group 79,406 0 126 138

NHS South Sefton Clinical Commissioning Group 3,239 0 200 13

NHS Southport and Formby Clinical Commissioning Group 295 11 0 20

During the year none of the Department of Health Ministers, Trust board members or members of the key management staff, or parties related to any of them, has 
undertaken any material transactions with Liverpool Community Health NHS Trust. 

Details of related party transactions with individuals or their companies are as follows:

The Department of Health is regarded as a related party. During the year the Trust has had a significant number of material transactions with the Deparmtent, and 
with other entities for which the Department is regarded as the parent Department. For example:

 - Clinical Commissioning Groups and NHS England
 - NHS Foundation Trusts
 - NHS Trusts
 - NHS Litigation Authority
 - NHS Business Services Authority

In addition, the Trust has had a number of material transactions with other government departments and other central and local government bodies. Most of these 
transactions have been with Local Authorities following the transfer on 1 April 2013 of Public Health commissioning responsibilities under the Health and Social Care 
Act 2012.

The directors below reflect the transactions with Mersey Care NHS Foundation Trust, and details the Directors associated with the management agreement with 
Mersey Care from 1 November 2017. Further detail is provided in the remuneration report section of the Annual Report.

The directors below reflect the transactions with Alder Hey NHS Foundation Trust, and details the Directors associated with the management agreement with Alder 
Hey between 1 May 2017 - 31 October 2017. Further detail is provided in the remuneration report section of the Annual Report.
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Note 33 Transfers by absorption

Absorption 
Loss 
(£000's)

Date of 
Transfer

Mersey Care NHS Foundation Trust (3,554) 01/06/2017
North West Boroughs Partnership NHS Foundation Trust (960) 01/04/2017
Royal Liverpool and Broadgreen University Hospitals NHS Trust (1,129) 01/06/2017
Alder Hey Childrens Hospital NHS Foundation Trust 0 01/04/2017

Total calculated absorption loss (5,643)

Note 34 Prior period adjustments

Note 35 Events after the reporting date

Note 36 Final period of operation as a trust of NHS healthcare

Liverpool Community Health NHS Trust will cease to exist from 31 March 2018. The services, including all assets and liabilities will transfer to Mersey 
Care NHS Foundation Trust from 1 April 2018.

As public sector bodies are deemed to operate under common control, business reconfigurations withing the DHSC group are outside the scope of 
IFRS 3 Business Combinations. Where functions transfer between two public sector bodies, the GAM requires the application of 'absorption 
accounting'. Absorption accounting requires that entities account for their transactions in the period they took place. Where assets and liabilities 
transfer, the gain or loss resulting is recognised in the Statement of Comprehensive Income and is disclosed separately from operating costs.

There have been no prior period adjustments reported at 31 March 2018

Following a successful bid, Mersey Care NHS Foundation Trust will take over the remaining services at Liverpool Community Health NHS Trust from 1 
April 2018, following approval of the Full Business Case by NHS Improvement and subquent approval from Mersey Care NHS Foundation Trust Board 
on 28 March 2018. The key risks relate to agreeing contract  values with Commissioners and the completion of the due diligence process. This will be 
transacted as a transfer by absorption to transfer the remaining assets of Liverpool Community Health NHS Trust to the successor organisation. Notes 
9.2, 18, 19, 20 and 28 provide further detail in terms of the balances that will transfer to the successor organisation as of 1st April 2018.

Following a tendering exercise for the non-core service bundles. There has been a transfer of the services during 2017/18 to other NHS providers. The 
transfer has resulted in a loss on transfers by absorption reported as £5.643m. The services have transferred to the following organisations.
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Note 37 Better Payment Practice code
2017/18 2017/18 2016/17 2016/17

Number £000 Number £000 

Non-NHS Payables
Total non-NHS trade invoices paid in the year 19,454                   24,349            24,847 25,635        
Total non-NHS trade invoices paid within target 15,776                   20,393            23,238 24,660        
Percentage of non-NHS trade invoices paid within target 81.09% 83.75% 93.52% 96.20%

NHS Payables
Total NHS trade invoices paid in the year 509                           4,488                 804 5,941           
Total NHS trade invoices paid within target                 424              3,997                 719 5,461           
Percentage of NHS trade invoices paid within target 83.30% 89.06% 89.43% 91.92%

Note 38 External financing

2017/18 2016/17

£000 £000 

Cash flow financing -673 347

External financing requirement (673) 347 
External financing limit (EFL)            2,499            5,372 
Under / (over) spend against EFL 3,172 5,025 

Note 39 Capital Resource Limit
2017/18 2016/17

£000 £000 

Gross capital expenditure 663 1,016 
Charge against Capital Resource Limit 663 1,016 

Capital Resource Limit 1,752 2,500 
Under / (over) spend against CRL 1,089 1,484 

Note 40 Breakeven duty financial performance

Breakeven duty financial performance 2017/18

Breakeven duty financial performance  2017/18

£000 

Adjusted financial performance surplus / (deficit) (control total 
basis) 703 

Remove impairments scoring to Departmental Expenditure Limit - 
Add back income for impact of 2016/17 post-accounts STF 
reallocation - 

Add back non-cash element of On-SoFP pension scheme 
charges - 
IFRIC 12 breakeven adjustment - 

Breakeven duty financial performance surplus / (deficit) 703 

The trust is given an external financing limit against which it is permitted to underspend:

The Better Payment Practice Code (BPPC) requires the NHS body to aim to pay all valid invoices by the due date or within 30 days 
of receipt of valid invoice, whichever is later. Performance against BPPC has reduced in 2017/18, which reflects the temporary 
staffing arrangements in Finance, required as part of the transaction. In addition there have been challenges around approval due 
to changes in senior management also associated with the transaction. However, despite these challenges, the Trust has 
maintained a significant assurance opinion from Mersey Internal Audit Agency in respect of the internal systems and controls.

Breakeven duty financial performance is determined as guided by NHS Improvement, in a manner to be consistent with previous 
years in this note

NHS Improvement has provided guidance that the first year for consideration for the breakeven duty should be 2009/10. Liverpool 
Community Health NHS Trust is subject to a five year period for recovery of any deficit incurred. As can be seen in Note 41, the 
Trust hasn't been in a cumulative deficit position during the reported periods.
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Note 41 Breakeven duty rolling assessment

2008/09 2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18

£000 £000 £000 £000 £000 £000 £000 £000 £000 

Breakeven duty in-year financial 
performance - 2,654 3,530 3,123 3,008 8 (1,768) (1,096) 703 

Breakeven duty cumulative position - - 2,654 6,184 9,307 12,315 12,323 10,555 9,459 10,162 
Operating income - 111,406 143,021 146,648 139,252 135,747 134,929 130,776 97,371 

Cumulative breakeven position as a 
percentage of operating income 0.00% 2.38% 4.32% 6.35% 8.84% 9.08% 7.82% 7.23% 10.44%

The application of breakeven duty means that if a cumulative surplus or deficit is reported (greater than a materiality threshold of 0.5% of operating income), it should be recovered 
within the next two financial years. The table below shows that Liverpool Community NHS Trust has not incurred a cumulative deficit.
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