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Extra ordinary Private Board Meeting in Common for BSUH and WSHFT Boards
Thursday 28 January 2021 15.30 — 16.30
Meeting via TEAMS
Please access TEAMS through the diary invite

AGENDA

1 15.30 Welcome, introductions, apologies and Verbal Chair
confirmation of quoracy (note a number of
executives need to leave at 16.00, these include
Marianne, George, Gethin and Katy — but all will
declare their certification decision prior to leaving)

2 15.30 Declarations of interest — noting the interests of the
jointly appointed executives and non executives

3 15.35 Draft Declarations

1. Chief Medical Officers self-certification Enc George Findlay
To note the content which will be sent to
NHSE/I

2. Financial Reporting Memorandum Enc PwC
Independent Reporting draft opinion

3. Financial Reporting Memorandum Enc Alison Ingoe
(updated)

4. Board Statement and Memorandum rethe  Enc Oliver Philips
PTIP

5. Board Statement on Quality Governance Enc Glen Palethorpe

6. Board Statement on Working Capital Enc Alison Ingoe

7. Board Self Certification Enc Glen Palethorpe

8. Board Corporate Governance Statement Enc Glen Palethorpe

9. Management Representations Enc Glen Palethorpe
The Boards agree these drafts can be sent to
NHSE/I

4 16.30 Next meetings
Board to Board meeting 9 February 2021

Boards meeting in common 18 February 2021
(to approve final statements and certifications
and agree Committee ToRs and draft meeting
calendar)

Board and Council of Governors Workshop
25 February 2021 (presentation to the
governors on Trust vision, values, strategy
deployment and update on merger)
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Report Title: | DRAFT Chief Medical Officer

Sponsoring Executive Director:

Author(s): George Findlay, Chief Medical Officer

Report previously considered by

and date:

Purpose of the report:

Information O Assurance UJ

Review and Discussion O Approval / Agreement v

Reason for submission to Trust Board in Private only (where relevant):

Commercial confidentiality O Staff confidentiality O

Patient confidentiality ] Other exceptional circumstances v

Link to Trust Strategic Themes:

Patient Care v Sustainability v

Our People v Quiality v

Systems and Partnerships v

Any implications for:

Quality N/A
Financial

N/A
Workforce

N/A
Safe v Effective v
Caring v Responsive v
Well-led v Use of Resources v

Communication and Consultation:

N/A
Executive Summary:

As part of the transaction NHS E/I require a certification from the applicant Trust's medical director
setting out within an attached memorandum to a template letter giving the opinion of the medical director
on any proposed changes to any service configuration and if there are any significant clinical reasons
as to why the transaction should not progress.

Key Recommendation(s):
The Boards are asked to;

1) NOTE the DRAFT medical director certificate and that it does not identify any clinical reason
to object to the service configuration explained in the FBC and PTIP the transaction
documents.




Medical Director Certification

Board Memorandum - DRAFT

Date:

Introduction

This memorandum provides evidence of the participation in the development of, and
agreement by, the Medical Director to the proposals for clinical services contained within
the Transaction Business Case (TBC) and Post Transaction Integration Plan (PTIP) for the
planned merger. This covers a brief discussion of the overall objectives, overall
involvement in the merger process and in particular the TBC and development of the
proposed clinical operating model.

Overall vision for clinical services

The long term vision is to develop a single service structure across the new combined
organisation of Western Sussex Hospitals NHS Foundation Trust and Brighton and Sussex
University Hospitals NHS Trust. However, there is a recognition for the need for stability in
clinical service provision at BSUH in the short to medium term, to ensure services that are
not weakened but strengthened through the change presented by the merger process. For
this reason, the approach to clinical service integration will see the adoption of a phased
approach, with interim management arrangements in place for up to two years post-merger.

The aim of the integration process is to develop single clinical strategy in support of our
service delivery across the respective sites of the merged Trust.

The development of the Clinical Strategy is led by the Clinical Strategy Programme Board
which | Chair. The work is being delivered in four phases

e Phase one has begun and will continue until 31 March 2021. It will guide development
of clinical services for the merged trust. The focus of Phase 1 is the development of
a strategic framework, aims and objectives and approaches that the new Trust will
use when developing and improving its clinical services. It will also help prioritise and
shape the development of plans for improvement at a service level which will take
place in Phase two.

e Phase two will start in April 2021 with more specific work by services to engage with
staff and patients, to develop the best options for delivering improvement within the
strategic framework. This will help us identify those improvements that will benefit
most from the merger and what we need to do to implement them.

e Phase three will be to identify the preferred options and begin to implement them.
Depending on the improvements required this phase will involve the development of



plans for improvement projects or programmes, business case development and
further engagement and consultation with patients, staff and other stakeholders.

e Phase four is the evolve phase, with service improvements developing and being
closely monitored to ensure the stated ambitions and benefits for patients are being
realised.

| am ensuring that the process of developing the Clinical Strategy secures the engagement
and leadership of clinicians and develops cross site and integrated working in advance of
the formal merger approval. In addition, | am ensuring that the strategy is fully aligned to the
vision for acute services being developed by the ICS and is identifying opportunities for both
horizontal integration and service improvement across Sussex as well as building on vertical
integration opportunities offered by the development of a place-based approach.

Involvement in merger process

Through the management contract and more recently the merger and acquisition steering
group | as the medical director has provided oversight of the due diligence processes that
identified and developed mitigations for risks in clinical services, the assessment of the
overall clinical service risk associated with the merger and the subsequent development of
the designed clinical model for the merged Trust. The development of the merged Trust’s
clinical strategy will crystallise these mitigations into longer terms pathway enhancements.

As Chief Medical Officer | have been involved in the development of the planned divisional
management structure that will be applied across the merged trust. Along with the respective
Trust’'s Medical Directors | have provided support and assurance over the resilience of the
developing divisional structure and professional lines of accountability.

Patient Quality and Safety risks management process

The merged organisation will continue to operate using the established risk management
processes which see the Trust Executive consider the service risks which include those that
impact on patient safety and quality. This process is common across both Trusts and
through my attendance at the Trust Executive Committee | am able to probe and understand
such risks and their mitigations.

As Chief Medical Officer | have been involved in the development and oversight of the
support needed to manage the two Trusts’ key quality risks, these being

- The impact of covid on unscheduled and planned care

Both unscheduled and planned care have an established programme board providing
oversight of the planned mitigations. | Chair the unscheduled care programme board and
through the reporting to our formal GOLD (executive meetings) am apprised of the work in
respect of planned care. Through GOLD | am engaged with any changes to the risks within
these areas and the development of their mitigation and the overall performance delivery
plans to recover services post Covid.

- Patient delays within the Cancer Pathways



| Co-Chair the Cancer network board and therefore have direct oversight of the risk and
planned mitigations to improve the performance of cancer pathway services.

- The sustainability of fragile services

The Sussex Acute Collaborative Network of which both BSUH and WSHFT are members
has oversight of the delivery of service improvement and transformation for services that
have been identified as fragile across Sussex. | am the SRO for the Acute Services Review
which is taking place across Sussex and will identify further improvement opportunities to
address areas of fragility and/or sustainability. The focus of this work is to identify and take
action at a Sussex level. | am ensuring that the development of the Clinical Strategy for the
merged organisation takes account of and builds on this work both by securing full
engagement in the development and delivery of Sussex wide plans and by taking local
action to address sustainability where this is more appropriate. We are developing a
common service improvement methodology that will enable us to redesign and transform
clinical models, service structures, operational arrangements and organisational leadership
at both Sussex and Trust level.

- Alignment of clinical polices and guidance

Within each Trust there is an operational clinical advisory group which reports to GOLD
through a single strategic clinical advisory group. These groups principally considered
revisions to clinical polices and guidance in respect of Covid but more recently have been
the vehicle to consider policy and guidance alignment as the Trust’s approach merger.
These clinically led groups report into GOLD and through this mechanism supported by my
direct management of the respective Trust medical directors ensure | am aware of any policy
/ pathway alignment risks.

Development of Clinical Operating Model

One of the key actions following completion of the transaction will be implementation of a
clinical strategy annual delivery plans. As Chief Medical Officer | have been instrumental
in the development of the now established programme of work using clinicians and service
managers from both WSHFT and BSUH, to develop proposals for any transformation of
services in response to the Trusts restoration and recovery planning. The four phases of
this work is described earlier in respect of the vision for the clinical services.

This work seeks reduce risk, improve resilience and raise quality within fragile services. This
work, together with the work of the Sussex Collaborative Acute Network has helped to
formulate the platform for the development of the merged Trust’s clinical strategy which will
support the phasing of any service integration during the two year post integration period.

Delivery of clinical practice

As part of the management contract we have developed a clear governance structure for
the medical director’s office, including medical education, medical examiners, junior doctor’s
guardian of safe working and medical appraisal and revalidation. As we deliver our Post
Transaction Integration Plan (PTIP) | will be actively involved in the integration of these



functions and the process for such integration is included with the PTIP itself for which | was
involved in its formulation.

Conclusion

Taking into account the business case and that there are no immediate significant changes
to the clinical service configurations proposed with the Transaction Business Case, there is
no reason based in clinical practice to object to the service configurations set out in the
Transaction Business Case.



Western Sussex Hospitals
NHS Foundation Trust

Review of the Financial Reporting Procedures memorandum
27 January 2021

DRAFT

Strictly private and confidential




Contents | Executive summary | Detailed sections | Appendices

Important message to unauthorised Important message to any person not authorised to have access to this report.

readers Any person who is not an addressee of this report or who has not signed and returned to
PricewaterhouseCoopers LLP a Release Letter is not authorised to have access to this report.

Should any unauthorised person obtain access to and read this report, by reading this report
such person accepts and agrees to the following terms:

1. The reader of this report understands that the work performed by PricewaterhouseCoopers
LLP was performed in accordance with instructions provided by our addressee client and
was performed exclusively for our addressee client’s sole benefit and use.

2. The reader of this report acknowledges that this report was prepared at the direction of our
addressee client and may not include all procedures deemed necessary for the purposes of
the reader.

3. The reader agrees that PricewaterhouseCoopers LLP, its partners, principals, employees
and agents neither owe nor accept any duty or responsibility to it, whether in contract or in
tort (including without limitation, negligence and breach of statutory duty), and shall not be
liable in respect of any loss, damage or expense of whatsoever nature which is caused by
any use the reader may choose to make of this report, or which is otherwise consequent
upon the gaining of access to the report by the reader. Further, the reader agrees that this
report is not to be referred to or quoted, in whole or in part, in any prospectus, registration
statement, offering circular, public filing, loan, other agreement or document and not to
distribute the report without PricewaterhouseCoopers LLP’s prior written consent.

Strictly private and confidential 27 January 2021
PwC | Western Sussex Hospitals NHS Foundation Trust DRAFT 2
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Status of this report Our work is not complete and, as a result, this draft report does not represent our final findings
or conclusions. Amongst other things, the following matters remain outstanding:

» Information to be confirmed by management as accurate;

* Review of information provided by the IM&T team;

* Review of information provided by the procurement team;

+ Review of the latest audit committee meetings minutes;

* Review of the latest updates on the Oracle implementation project;
* Review of the latest updates on the data warehouse project;

» Completion of our report; and

» Completion of our internal review processes.

As a result, no reliance should be placed on this draft report by anyone for any purpose
whatsoever.

Strictly private and confidential 27 January 2021
PwC | Western Sussex Hospitals NHS Foundation Trust DRAFT 3
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Western Sussex Hospitals NHS Foundation Trust
St Richard’s Hospital

Spitalfield Lane

Chichester

West Sussex

PO19 6SE

Dear Sirs

We are writing in connection with the Section 56A acquisition of Brighton and Sussex University Hospitals
NHS Trust by Western Sussex Hospitals NHS Foundation Trust.

We refer to the attached letter dated [TBC] from the boards of directors of Western Sussex Hospitals NHS
Foundation Trust and Brighton and Sussex University Hospitals NHS Trust addressed to NHS
Improvement and the attached [undated] board memorandum confirming that the boards of directors have
established procedures which provide a reasonable basis for them to make proper judgements as to the
financial position and future prospects of the proposed trust.

We also refer to our report dated 27 January 2021 which was prepared in accordance with our
engagement letter dated 4 January 2021. This report contains a description of and commentary on the
proposed trust’s financial reporting procedures. This letter should be read in conjunction with that report.

We note and draw to your attention that the board memorandum describes a range of financial reporting
procedures for the proposed trust for which plans have been drawn up by the boards of directors of the
trusts, but which the boards of directors of the trusts have not brought into operation as of the current date.
We also draw to your attention the commitment made by the boards of directors of the trusts as recorded
in the board memorandum that they will ensure that the financial reporting procedures are brought into
operation, and subsequently operated, in accordance with the plans. In providing this letter we are relying
on this commitment of the boards of directors of the trusts.

PricewaterhouseCoopers LLP is a limited liability partnership registered in England with registered number OC303525. The registered office of
PricewaterhouseCoopers LLP is 1 Embankment Place, London WC2N 6RH. PricewaterhouseCoopers LLP is authorised and regulated by the
Financial Conduct Authority for designated investment business.

27 January 2021
DRAFT 4
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All financial reporting procedures are dependent for their effectiveness on the diligence and propriety of
those responsible for operating them and are capable of being overridden by persons holding positions of
authority and trust. Although we can therefore provide no assurance as to the day-to-day operation of
those procedures, we can confirm that, in our opinion, the directors have provided their written
confirmation after due and careful enquiry.

Yours faithfully

For and on behalf of PricewaterhouseCoopers LLP

Anna Blackman

Strictly private and confidential

27 January 2021
PwC | Western Sussex Hospitals NHS Founda DRAFT 5
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Executive summary

Executive summary
Background

Western Sussex Hospitals NHS Foundation Trust (WSH) and Brighton and Sussex University Hospitals (BSUH) NHS Trust (collectively “the
Trusts”) entered into a 3 year Management Contract in April 2017 in order to address financial and quality issues at BSUH. The Management
Contract was subsequently extended to April 2021 for the purpose of developing a future proposal for a more formal ongoing relationship
between the two Trusts, which resulted in the proposed acquisition under Section 56A of the NHS Act 2006 of BSUH by WSH into a single NHS
Foundation Trust. The new combined organisation will have University teaching hospitals status, with effect from 1st April 2021. A Financial
Reporting Procedures (FRP) memorandum has been prepared to support this proposal, alongside the Full Business Case, Working Capital
memorandum; Quality Governance memorandum and Post Transaction Integration Plan (PTIP). The FRP memorandum will be signed by both
Boards in support of the acquisition process: we have been asked to review the Financial Reporting Procedures (FRP) memorandum, and
therefore our work is limited to this document only.

On commencement of the Management Contract, the Chief Executive and Chair of WSH became the Chief Executive and Chair of BSUH and
WSH took responsibility for the day-to-day operational management of BSUH. WSH and BSUH have a shared leadership team and separate, but
substantively shared, Board memberships. Furthermore, the Trusts have aligned a number of their governance, risk management and internal
control processes, including a common recovery and restoration oversight group, common risk appetite statement, a consistent BAF, a set of
common information governance processes, and a common Internal Audit provider. In addition to the executive leadership team, group director
functions have been established across Strategy & Planning, Programme Management, Performance, Continuous Improvement, Capital
Development & Property, Information Management and Technology, Communications, and Company Secretariat.

Unusually for a Section 56A transaction, a significant amount of the integration between WSH and BSUH required to form the newly merged Trust
(“the merged Trust”) has already occurred over the course of the Management Contract, providing the baseline for future integration plans and
demonstrating that the Trusts are already - in many ways - operating harmonised processes across two separate legal entities. Therefore, a key
principle of the integration programme for WSH and BSUH is to only change what is necessary in advance of 1 April 2021 (Day 1), keeping
discretionary changes to a minimum.

Strictly private and confidential 27 January 2021
PwC | Western Sussex Hospitals NHS Foundation Trust DRAFT 8
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Executive summary (cont.)

Changes to be made for 1 April 2021

The Trusts have identified a number of changes needing to be in place for 1 April 2021, alongside operational “go-live” changes to be enacted for
operational delivery reasons which are collectively known as the ‘Day 1 Readiness’ plan.

Statutory or mandatory changes to be made for 1 April include:

* Updating CQC and NHS Resolution registration and BSUH charity registration

* Arevised Council of Governors structure and minimum membership achieved

* TUPE of BSUH staff to WSHFT alongside the update of electronic staff records to the new Trust name

» Changes to the Board and Committee structure

* A single Board Assurance Framework

» A single financial instruction and scheme of delegation

* The merging of the Command and Control and Emergency Prevention, Preparedness, and Response (EPPR) plans
* A new Executive structure (which will shadow-operate during Q4 2020/21)

The non-statutory changes to be made for 1 April include:

* Financial system changes including the transition to a single financial ledger

» Updating and integrating the Trusts’ quality and performance reporting processes
* Refreshed IT infrastructure

» Rebranding of key buildings

+ Communications to patients

« Strategic and operational planning at the new organisational level.

Changes related both to FRP and non-FRP areas required by 1 April 2021 have delivery plans in place to support their achievement, however our
review is limited to those areas relevant to the FRP memorandum. The Trust’s Internal Auditors have been requested to conduct a post-
implementation review following 1 April 2021. Remaining integration activity which is not planned for 1 April 2021 will take place in the first year of
the merged Trust and is outlined in the Post Transaction Integration Plan (PTIP): our review does not address the PTIP.

Strictly private and confidential 27 January 2021
PwC | Western Sussex Hospitals NHS Foundation Trust DRAFT 9
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Executive summary (cont.)

As the Trusts are currently operating from a baseline of significant alignment and multiple single points of leadership across many corporate
systems and processes, the number of changes required by 1 April 2021 are minimal in number. The new Trust will be able to keep services
which are not required to be changed in their current configuration until after 1 April 2021 without any significant additional risk.

Key findings

Our work has focussed on reviewing the elements articulated in the FRP memorandum which the Trusts have chosen or are required to
implement for 1 April 2021.

The Trusts have made good progress in developing plans to have the systems, processes, controls and people in place for the merged Trust to
understand its financial position and prospects, with many of these arrangements having been put in place over the last three and a half years.
The Trusts have stood up a number of structures under the overall leadership of the M&A Steering Group, with an FRP Steering Group taking
responsibility for financial reporting procedures. The FRP Steering Group has identified each of their areas of responsibility, using the NHS
Improvement Transactions Guidance and HFMA ‘Combining NHS bodies’ practical checklist to guide them and ensure that no significant areas
are omitted. Different working groups have been assigned responsibility for each process, and have been tasked with identifying any areas or
issues which require resolution by 1 April 2021, and those which could be addressed subsequently.

We have made a number of observations from our review which are detailed individually in the body of the main report. The most important
findings are summarised into the three groups below.

1. Identification of FRP changes needed and completion of activities required by 1 April 2021

The Trusts have identified a number of areas in which they need to take action prior to Day 1, but which have not yet been achieved.

Strictly private and confidential 27 January 2021
PwC | Western Sussex Hospitals NHS Foundation Trust DRAFT 10
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Executive summary (cont.)

Transfer of WSH general ledger to BSUH and Oracle R12 cloud system upgrade

WSH is transferring its general ledger to BSUH, with the BSUH general ledger being upgraded to Oracle R12 cloud concurrently ready for
implementation on 1 April 2021: the Trusts have engaged Oracle to deliver this work. As well as the transfer and system upgrade, this change has
implications for business processes relying on the general ledger - specifically, where differences between the Trusts’ processes exist, and
change is required as a single process must be operated from Day 1 in the new Trust.

The Trusts have prepared for the change in the following ways:

* Governance: a robust programme and planning is in place to govern the transfer of the WSH ledger to BSUH, and the implementation of the
system.

« Familiarity: both Trusts are already operating Oracle ERP systems (WSH - R12; BSUH - R11), so staff using the new Oracle system will
already have familiarity with its functions.

» Training: Oracle have been engaged to provide training to upskill staff in the use of the R12 cloud version prior to go-live.

* Preparation: WSH changed general ledger to Oracle R12 in April 2020, conducting a post-implementation review after the change. A number
of the activities which would normally be required for an ERP system implementation (such as data cleansing or UAT) have recently been
performed, and the Trusts have been able to take advantage of the lessons learned from WSH’s recent implementation, therefore positioning
the Trust in a state of good readiness for transfer to BSUH. In addition to this, both Trusts base their Charts of Accounts (CoA) on the NHS
standard CoA, meaning there is already significant alignment between GL codes. Since the decision was approved to transfer and upgrade, a
number of the activities required by this have already commenced.

The transfer of a general ledger combined with the upgrade of a new ERP system is a complex undertaking: there are risks associated with the
data migration from WSH to BSUH and the subsequent R12 upgrade which may impact on combined reporting for the merged Trust from Day 1,
and there will be an additional requirement from the new incoming External Auditors to gain comfort over opening balances. Furthermore, the
Trusts are have chose to not obtain independent assurance over programme plans or progress prior to Day 1, requesting that Internal Audit
conduct a post-implementation review.

Strictly private and confidential 27 January 2021
PwC | Western Sussex Hospitals NHS Foundation Trust DRAFT 11
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Executive summary (cont.)

We are aware that there has been some slippage to the initially planned timelines, with the cutover processes originally scheduled for early
February now delayed until March, and potential system access issues caused by capacity limits as a greater than expected number of staff are
working from home and accessing a cloud-hosted (rather than locally hosted) Oracle R12 system variant. The Trusts are aware of these matters,
and consider that there is sufficient headroom in project planning timescales to be able to address them.

The Trusts should continue to monitor progress, confirm its rollback contingency plans should there be difficulty with the new system upgrade,
and satisfy themselves that they have assurance that the current plans in place are sufficiently robust to achieve a successful transfer and
transition for Day 1.

Changes to FRP processes

The FRP Steering Group working groups are reviewing their assigned process areas for any other potential changes that are required by Day 1,
as well as those which will be required but do not need to happen by Day 1.

At this point in time, this work has not been completed and not all of the required changes are known. The Trusts have prepared project plans
which indicated the timelines by which this work will be completed. There are robust oversight mechanisms in place which monitor progress made
by the working groups, and provide an escalation mechanism for any significant issues which need to be resolved at a higher level. In addition,
the FRP Steering Committee have invited the Trust’s Internal Auditors to attend meetings to provide an additional independent voice in the room
to challenge them.

The Trusts should continue to monitor this work and ensure that all areas of required FRP change have been identified and solutions
implemented by Day 1.

Completion of new executive recruitment, leadership structure and other planned activities

A number of other activities have been scheduled to occur prior to Day 1, including the creation of a data warehouse solution to provide
consolidated reporting; formal approvals of Board sub-committee Terms of Reference; and the confirmation of the merged Trust’s leadership
structures at a sub-executive level as well as planned reporting structures and templates for the Board and its sub-committees.

Strictly private and confidential 27 January 2021
PwC | Western Sussex Hospitals NHS Foundation Trust DRAFT 12
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Executive summary (cont.)

We also note that the Trusts are currently undertaking the recruitment of new merged Trust Executive positions for two Managing Directors and a
Clinical Transformation Director. At present these posts will not be filled by Day 1: the roles of Managing Directors will be covered by the Trust’s
Executives with operational leadership provided by the existing WSH and BSUH Chief Operating Officers. The role of Clinical Transformation
Director is not considered critical to be in post at the date of the merger.

The Trusts have suitable plans in place to complete each of these tasks: however given the current pressures on NHS bodies as a result of the
COVID-19 pandemic, and as these are critical elements to the leadership structure and good corporate governance within the new Trust, it should
be ensured that these are finalised in good time.

2. Review of corporate governance changes
The Trusts have proposed several changes to corporate governance arrangements, specifically:

* The Trusts have consciously chosen to increase the size and composition of the merged Trust Board, which will be a comparatively large size,
to take account of the demands of the enlarged merged Trust and the ongoing COVID-19 pandemic.

» The Board sub-committee structures and reporting will be adjusted to to align with its Patient First methodology and ‘True North’ themes.
* The size of the Council of Governors will decrease following the merger.

* The position of Chief Nursing Officer on the merged Trust Board will be filled by two individuals with a single vote (the rationale for the new
arrangements have been outlined in the Full Business Case).

Given the nature of change occurring, the demands of both the merger and subsequent integration activities, and the ongoing pandemic are likely
to place on the Trust senior leadership, it would be prudent for the new Trust to review the governance arrangements after 6-12 months to ensure
that the new structures are operating effectively.

3. Proposed amendments to the FRP memorandum

We have reviewed the FRP memorandum and made a number of observations. The most significant of these is that the Trust should strengthen
the memorandum with further information relating to Information Systems and Technology, describing the systems, processes and key controls in
place relating to financial reporting.

Strictly private and confidential 27 January 2021
PwC | Western Sussex Hospitals NHS Foundation Trust DRAFT 13
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Executive summary (cont.)

The remainder of our comments are given for the purpose of adding clarity and detail to the Trusts’ articulation of their Financial Reporting
Procedures, therefore we have not listed them in detail here. Our comments have been shared in full with the Financial Transaction Director for
WSH to review and respond to.

Strictly private and confidential 27 January 2021
PwC | Western Sussex Hospitals NHS Foundation Trust DRAFT 14
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Corporate governance arrangements

Council of Governors

» Reflecting its Foundation Trust status, WSH has an established Council of Governors (CoG). The CoG is responsible for holding the non-
executive directors, individually and collectively, to account for the performance of the Board. The CoG have been actively engaged by the
Trust throughout the transaction planning process with a view towards ensuring that the arrangements to be put in place for the merged body
are effective.

+ BSUH does not have a CoG or equivalent, but following the merger a CoG will be put in place at the merged Trust to ensure the footprint of the
enlarged organisation is appropriately covered, including hard to reach groups.

» Given the enlargement of the Trust, significant discussions have already taken place at WSH regarding the future shape of the CoG:
provisional planning has been discussed with the Trusts’ senior leadership to ensure executive support, and a smooth transition following the
formal approval of the merger transaction.

* The size and nature of the CoG is changing following the merger. The total number of Governors will fall from 26 to 21, with 11 public, 5 staff
and 5 appointed Governors (see table).

e P e
Constituen positions pnstituency positions | Constituencies | positions
1 1 1

Adur Peripatetic Brighton &
Sussex Meadical
Schoaol
Arun 1 Princess Royal 1 Brighton and 1
Hospital Hove City
Council
Brighton and 2 Royal Sussex 1 West Sussex 1
Hove County Hospital County Council
Chichester 2 Southlands & 1 The Trust's 1
Waorthing inclusion
Hospital networks
(BAME, LGET+,
Disability)
Horsham 1 St Richards 1 Voluntary 1
Hospital Sector
Mid Sussex 2
Worthing 1
Rest of England 1
Total (Public) 11 Total 5 Total 4]
Strictly private and confidential 27 January 2021
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Corporate governance arrangements (cont.)

Council of Governors (cont.)

Public Governors will be appointed based on the larger geographical catchment within the merged body. Staff constituencies will change to
align with their delivery unit rather than discipline, ensuring CoG representation from both Trusts in the merged body. Appointed Governors will
be drawn from Brighton and West Sussex Council, Brighton & Sussex Medical School, and the Trust’s inclusion networks which the Trust has
actively communicated with to ensure representation across a broad spectrum.

The new CoG is planned to be in place from 1 April 2021 and will meet on a quarterly basis. At present 12 positions will be filled from existing
Governors, and it is anticipated that 3 further appointed positions will be filled also before Day 1.

Public Governors 11 7 ' 4
Staff Governors 5 ' 3 2
Appointed Governors 5 2 3

Total ' 21 ' 12 ' 3 6

A total of 6 new (4 public and 2 staff) Governors are required to bring the Council up to the planned strength [following the expiration of existing
Governors’ terms]. The Trust is actively seeking to bolster the membership base from which elected Governors may be drawn.

A new Governors induction programme is currently coordinated by the Company Secretary, and retiring Governors have offered to support the
induction programme through coaching to new Governors. Monthly information seminars on their statutory responsibilities, relevant updates
and other topics of interest are made available to Governors by the Company Secretary. This will continue from 1 April 2021, with existing
Governors primed to support new peers in their induction to their roles.

WSH has begun activities designed to recruit additional members to the new Foundation Trust. At present, less than 200 have joined out of the
total of 870 it is targeting. WSH is continuing to publicise membership in order to increase the pool of members who can stand for election.
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Corporate governance arrangements (cont.)

Council of Governors (cont.)

Observations

* Given the proposed reduction in the number of Governors, the Trust should review the performance of the Council of Governors 6-12 months
after the merger to ensure that arrangements are functioning effectively for the new Trust.

Trust Board

» Separate Trust Boards are in place at BSUH and WSH. There is significant commonality of membership on the Boards of both Trusts with the
roles of Chair, CEO, Deputy CEO, CFO, Chief Delivery & Strategy Officer all held by individuals with responsibility for both Trusts. Increasingly,
joint Trust Board meetings have been held, and the shadow Board for the merged Trust began meeting in Q4 20/21.

+ Excluding the Chair, there are 7 non-executive directors (NEDs) across WSH and BSUH, with 4 common to both boards and another individual
currently holding an associate NED role for WSH.

* From 1 April 2021, the executive posts on the merged Trust Board will be composed of the CEO, Chief Strategy & Delivery Officer; Chief
People Officer; Chief Financial Officer; Chief Medical Officer; Chief Nursing Officer; Chief of Clinical Transformation; Chief Culture & OD
Officer; Managing Director (West Sussex) & Managing Director (Brighton & Hove), all of whom will hold voting rights with the exception of the
Chief of Clinical Transformation and Chief Culture and OD Officer. All existing Executives are continuing, and this continuity will support the
corporate memory and ongoing ‘business as usual’ for the merged Trust.

» All of the existing NEDs will remain as NEDs of the new Trust, excluding one who is to retire imminently. The associate NED is to be appointed
as a full NED of the merged Trust. An additional NED will retire shortly after the transition.

» Two further NEDs will retire in April 2022: both are actively engaging with the Trusts to help manage this process, and ensure that successor
NEDs appointed have the opportunity of an extended handover period to smooth transitions.

+ The Trusts are currently actively recruiting for these roles, engaging with NHS NEXT Director scheme and NHS Improvement to support this
process and attract appropriately qualified candidates. All NEDs will hold voting rights.
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Corporate governance arrangements (cont.)

Trust Board

» Separate Trust Boards are in place at BSUH and WSH. There is significant commonality of membership on the Boards of both Trusts with the
roles of Chair, CEO, Deputy CEO, CFO, Chief Delivery & Strategy Officer all held by individuals with responsibility for both Trusts. Increasingly,
joint Trust Board meetings have been held, and the shadow Board for the merged Trust began meeting in Q4 20/21.

» Excluding the Chair, there are 7 non-executive directors (NEDs) across WSH and BSUH, with 4 common to both boards and another individual
currently holding an associate NED role for WSH.

* From 1 April 2021, the executive posts on the merged Trust Board will be composed of the CEO, Chief Strategy & Delivery Officer; Chief
People Officer; Chief Financial Officer; Chief Medical Officer; Chief Nursing Officer; Chief of Clinical Transformation; Chief Culture & OD
Officer; Managing Director (West Sussex) & Managing Director (Brighton & Hove), all of whom will hold voting rights with the exception of the
Chief of Clinical Transformation and Chief Culture and OD Officer. All existing Executives are continuing, and this continuity will support the
corporate memory and ongoing ‘business as usual’ for the merged Trust.

* All of the existing NEDs will remain as NEDs of the new Trust, excluding one who is to retire imminently. The associate NED is to be appointed
as a full NED of the merged Trust. An additional NED will retire shortly after the transition.

» Two further NEDs will retire in April 2022: both are actively engaging with the Trusts to help manage this process, and ensure that successor
NEDs appointed have the opportunity of an extended handover period to smooth transitions.

+ The Trusts are currently actively recruiting for these roles, engaging with NHS NEXT Director scheme and NHS Improvement to support this
process and attract appropriately qualified candidates. All NEDs will hold voting rights.

* The posts for Managing Directors and Chief of Clinical Transformation (created after identifying the need for executive capacity for clinical
pathway reengineering following benchmarking with the Royal Free hospital) are yet to be filled. The existing Director overseeing HR and OD
will shortly be retiring, but has agreed to extend for a period of time in order to oversee OD and facilitate a smooth transition to their successor:
the merged Trust will therefore require a Director of HR also. Recruitment processes for each of these posts are already underway.

* The proposed merged Trust Board is comparatively large, however the Trusts have reviewed its proposed structure and taken advice from
external consultants: they are satisfied that the enlarged size of the merged Trust and the integration and transformation agendas to be
pursued will require the Board size selected.
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Corporate governance arrangements (cont.)

Trust Board (cont.)

» The position of Chief Nursing Officer will be filled by two individuals for the new Trust, with the role’s responsibilities split between them: the
Trust has made this decision following trial periods of both a single and dual Chief Nursing Officers in place at WSH and BSUH, and have
concluded that two individuals were necessary to fill the role. The role will also command a single shared vote on the merged Trust Board, and
the Trust has outlined in its Constitution how this will occur.

+ Terms of Reference for the merged Trust Board have been approved as part of the new Constitution. The only remaining element, requiring
Board approval, is the Scheme of Delegation which will be based on the existing scheme and re-reviewed prior to 1 April 2021.

* The merged Trust Board will follow the existing cadence and meet on a monthly basis. Once a quarter, their business will be devoted towards
addressing the ‘traditional’ statutory Board responsibilities. The remaining meetings will be focussed on strategy deployment sessions, aligned
with the Trusts’ Patient First methodology.

* The format and agendas for the new Board’s meetings are currently being determined, and it is anticipated that they will continue to review
information aligned to their five True North themes in Integrated Performance Reporting, alongside the Chief Executive’s report; Finance &
performance reporting; Audit committee reporting; the Board Assurance Framework (BAF); Company Secretary’s reporting and other statutory
reporting and information required to be reviewed by the Board.

* The Board is ultimately responsible for the performance of the Trust, for ensuring good corporate governance and for ensuring the Trust
operates an effective process for the management and mitigation of risk. This is already the case and will not change following the merger.

Observations

» Given the enlarged size of the Board and changes to the sub-committees reporting to them, and the vote-sharing arrangement in place for the
Chief Nursing Officer, the merged Trust should review Board operating effectiveness after 6-12 months to conclude whether the new
arrangements are operating appropriately.
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Corporate governance arrangements (cont.)

Board Committee structure

+ At present, the Boards at WSH and BSUH oversee 5 and 6 sub-committees respectively. The decision has been taken to change the existing
structure, aligning the new merged Trust Board sub-committee structure to the five Patient First themes, giving the sub-committees oversight of
True North domains, Strategic Initiatives, Breakthrough Objectives and Corporate Projects linked with each theme, along with any other
relevant statutory and discretionary assurance required. It was considered that the existing committee structure did not give sufficient attention
to the 5 True North domains, and was not structured in a consistent manner with Boards’ Integrated Performance Reporting. The new structure
will be as follows:

Sustainability Piz’;!er[:ﬁi&
Committee Cm!:n iuelzs

* The merged Trust Board will also oversee the Audit, Remuneration and Charitable Funds committees. Chairperson roles have not yet been
assigned to each of the new committees: the intention is to fill these posts before 1 April 2021, however, the existing Chair of the Board has
indicated he will take any vacant Chair roles for the five new sub-committees in the interim until they can be filled.

+ WSH and BSUH have reviewed the statutory functions that the Board and current sub-committees are required to discharge with the Company
Secretary and have ensured that each of them will be contained within the terms of reference of their relevant successor sub-committees,
along with non-statutory responsibilities that the merged Trust is taking forward. Terms of Reference for the sub-committees are currently being
drafted with input from the Boards and NEDs, and are planned to be approved prior to 1 April 2021.
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Corporate governance arrangements (cont.)

Board Committee structure (cont.)

* A hand-over mechanism will be established to ensure that live issues are retained. The membership of each new sub-committee will include
members from the current separate Trust committees to support this hand-over and retention of knowledge on issues.

* The reporting structures for the groups supporting and reporting to the merged Trust sub-committees have not yet been finalised, and work is
currently underway to complete this.

Observations
» Terms of reference for Board sub-committees should be completed and approved prior to 1 April 2021, ensuring there are no gaps or overlaps.
* Reporting structures for Board sub-committees should be completed and approved prior to 1 April 2021.
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Corporate governance arrangements (cont.)

Constitution

The Trust’s Constitution shows how the organisation will be accountable to the local population through its membership. The Constitution
provides the governance framework within which the Trust will operate, supported by a number of corporate governance documents: it also
contains the Terms of Reference for both the new Council of Governors and the new Trust Board.

The existing WSH Constitution will continue but given the nature of the transaction, it has been amended to follow the model Foundation Trust
constitution. The amendments have been developed by a working group made up of existing Governors, and an external review performed by
legal counsel (Capsticks) to ensure that it is fit for purpose: the review has not identified any compliance issues with the 2006 Act.

The new Constitution has been drafted and has been approved by the WSH CoG, and included in the Full Business Case.

Conflicts of Interest

Conflicts of Interest (COl) policies are in place at both Trusts and are executed where relevant. [Significant governance meetings have COIl as
a standing agenda item] and across the Trusts, there is a ¢.75% return rate on COI requests, and Counter-Fraud teams at both Trusts currently
undertake a level of checking of returns.

Current COI arrangements will continue at the merged Trust until the NHS Electronic Staff Record rollout is commenced. This will support an
increased level of staff data quality and COI compliance. A single COI register is planned for the merged Trust: many of the functional areas
currently have, or will have, a single leader meaning that the same practice will be applied across both sites, so the level of risk around COl is
considered to be low.

Legal advice

The Trust pursues a policy of maintaining several sets of external advisors which it draws legal advice from, selecting the most appropriate
depending on the nature of the matter. The merged Trust will maintain this approach and its existing advisors to ensure continuity of
knowledge for its existing cases, which are limited to a relatively low number of ongoing clinical negligence cases.

Given the Management Arrangement, the merged Trust will have full sight of all legal cases currently ongoing at WSH and BSUH.
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Corporate governance arrangements (cont.)

Other notes
» There are common approaches and structures in place for WSH and BSUH for:
- The Board Assurance Framework (BAF);
- Declarations of interests reporting;
- Board certifications and approvals
- Annual governance statement production; and
- Annual report production and approvals
* These will be retained for the merged Trust.

* Policies and procedures are in place across both Trusts: they have defined authors and an executive or director-level owner, and are subjected
to regular re-approval by the appropriate body in line with the period set at the time of policy approval with the normal frequency being 3 years.

+ The Operational Readiness workstream team is reviewing all corporate policies at present to confirm which of WSH or BSUH policies’ will be
adopted, or if any require adjustment. Whilst in the management arrangement between Trusts, the majority of non-clinical policies were
aligned. Where there are differences, the team will select a ‘dominant’ policy to take forward. The default position is that the merged Trust will
adopt all existing WSH corporate policies: the rationale for this is based on the recent assessment of WSH by the CQC as Outstanding. Where
policies are already aligned, there will be no change.

» If the workstream team identifies any changes they consider are required, a risk/impact assessment will be conducted, and an adjusted policy
drafted. The new policy will be approved by the relevant Executive lead, and then endorsed by the Trust Executive Committee prior to 1 April
2021.

» The Trusts are currently aligned across a number of their corporate systems and processes including quality governance, efficiency, IM&T,
capital, strategy and planning, communications.

* The Trust has taken the decision to not merge clinical policies or protocols for 1 April 2021 considering that additional clinical change during
the pandemic was not wise, and this area will be addressed at a later date as part of the PTIP following the completion of an updated clinical
strategy in 2021/22.
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Corporate governance arrangements (cont.)

Other notes (cont.)

Observations

» The Trusts should ensure the work being conducted by the Operational Readiness team to consider and determine ‘dominant’ policies for 1
April 2021 is completed on a timely basis.
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High-level controls

Finance Directorate Structure

+ WSH and BSUH operate separate Finance Directorate structures under a single Chief Financial Officer (CFO). The CFO has led both Trusts’
finance functions since the management arrangement commenced in 2017. The current finance senior leadership structures are as below:

Chief Financial

Officer

Finance
Director

Asspciate
Director -
Financial
Sorvices

Chief
Procurement
Officer

Associate
Director of
Finance - Capital

Finance
Director

Assistant DoF -
Financial Mgt

Assistant
Director of
Commissioning

* There has been a focus on collaborative working and common policies, procedures and reporting between finance functions, providing a
foundation for the merged Trust. In particular, the eight working groups under the FRP Steering Group which are jointly led by a senior finance

team member from each Trust.
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High-level controls

Finance Directorate Structure (cont.)

* Finance team structures vary between the Trusts, with WSH relying on NHS SBS to provide processing services for key finance processes,
whilst this is delivered in-house at BSUH: consequently, the Finance team at BSUH is larger.

+ Team membership is comparatively stable: senior staff in the teams hold relevant accounting or reporting qualifications; junior staff are typically
working through an accounting or reporting qualification. Team members are familiar with reporting standards under IFRS and NHS
interpretations to the extent that this is required for their areas: this knowledge is supplemented by regular engagement with NHSE/I and
HFMA.

« At this point in time, the Trusts have not finalised their plans for the sub-executive level leadership of the finance functions, but are concluding
their work on this, with the structure to be determined and filled by 1 April 2021. The functions will continue to operate as they do at 1 April
2021 to allow for the core activities of the merger to be settled, and the external audit of WSH and BSUH to be undertaken in Q1, with
substantive integration activities occurring during FY21/22 as part of the PTIP.

Observations

» The Trusts should ensure the sub-executive leadership structure for FRP areas is determined and communicated in advance of 1 April 2021.
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High-level controls

Standing Financial Instructions and Delegated Financial Limits

« Standing Financial Instructions (SFls) and Delegated Financial Limits (DFLs) exist and were both last reviewed in March 2019, with a high-
level review planned as part of the M&A programme of work. There are currently some minor differences in DFLs between WSH and BSUH as
a result of the FT status of the former. Given its Foundation Trust status, the WSH SFls and DFLs will form the initial basis for those adopted
by the merged Trust going forward, subject to the outcome of the high-level review.

* Financial thresholds are incorporated into the Oracle financial reporting system to allow for workflow approvals in key financial processes, such
as the approval of purchase requisitions or invoices, in line with DFLs. There is currently a difference in the order of approvals between the
Accounts Payables functions, with purchase requisitions being approved by procurement at BSUH prior to being approved by finance and
converted to a purchase order: the reverse is true at WSH. This does not represent a fundamental difference in control, rather sequencing, but
will need to be resolved prior to Day 1 to allow for a consistent phasing of approval.

Observations

» As part of its PTIP, the Trust should set a cadence for the frequency of SFls [included as a policy & will have a review date] and DFLs review in
future.
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High-level controls

General ledger

* BSUH currently operates Oracle R11 as its general ledger, with WSH operating Oracle R12. As a single entity, the merged Trust will need to
be able to consolidate and report its financial performance in an expedited manner, and this - ultimately - will require a single general ledger
and single financial services function.

» The Board has taken the decision that from 1 April 2021, general ledger and financial services will be provided using the current BSUH Oracle
ledger which will be upgrade to Oracle R12 cloud by or before 1 April 2021: WSH general ledger and users will be migrated to the BSUH
instance of Oracle in preparation for 1 April 2021.

* The Trusts have prepared for the change in the following ways:

- Governance: a robust programme and planning is in place to govern the transfer of the WSH ledger to BSUH, and the implementation of
the system.

- Familiarity: both Trusts are already operating Oracle ERP systems (WSH - R12; BSUH - R11), so staff using the new Oracle system will
already have familiarity with its functions.

- Training: Oracle have been engaged to provide training to upskill staff in the use of the R12 cloud version prior to go-live.

- Preparation: WSH changed general ledger to Oracle R12 in April 2020, therefore a number of the activities which would normally be
required for an ERP system implementation (such as data cleansing or UAT) have recently been performed, putting the Trust in a state of
near-readiness for transfer to BSUH. In addition to this, both Trusts base their Charts of Accounts (CoA) on the NHS standard CoA,
meaning there is already significant alignment between GL codes, and the process of setting up WSH suppliers and users on the BSUH
ledger commenced in January in anticipation of the data migration.

* Currently, the Trusts have not chosen to obtain independent assurance over the programme has occurred: Internal Audit have been asked to
conduct a post-implementation review of the merger, which will also consider the general ledger migration and upgrade.

* The latest programme updates have identified a slippage in timelines. The cutover process was planned to occur in February has now been
pushed back to March: this occurred due to some access issues with the external team undertaking configuration work, which led to a 1-2
week delay whilst it was addressed.
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High-level controls

General ledger (cont.)

« Additionally, initial testing has identified some potential issues for access capacity linked to the move of Oracle from being locally-hosted to
being cloud-hosted: a greater amount of staff are accessing Oracle whilst working from home, and this has resulted in a greater-than-expected
load being placed on the available capacity.

* In both instances, the Trusts consider that they have sufficient available headroom prior to Day 1 to be able to address these issues, however,
progress should be monitored carefully and rollback plans confirmed in case they are unable to be resolved prior to this time.

Observations

» The Trusts have chosen to not obtain any independent assurance as to the completeness and accuracy of their general ledger migration and
upgrade plans, and progress against those plans. The Board and Audit Committee should ensure they are satisfied with both the programme
plan, and timing and completeness of their assurance arrangements in place.

» Two issues have been identified with project progress, relating to access capacity for Oracle R12 cloud, and to the planned timescale to
undertake the cutover process. The Trusts consider that they still have sufficient headroom to resolve these issues prior to Day 1, however
they should monitor progress carefully and confirm rollback plans in case they cannot migrate the WSH GL and upgrade to Oracle R12 Cloud
in the timescales planned.
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High-level controls

Payroll

* Currently, WSH and BSUH operate separate systems of methods for payroll activities: WSH outsource the majority of their payroll function to
NHS Shared Business Services (NHS SBS), whilst BSUH perform payroll processes internally.

+ Key payroll controls are in place at both Trusts including the authorisation of payment of staff pay, and payments to HMRC; reconciliation of
payroll control accounts and gross payroll totals to net disbursements for monthly and weekly pay; the review of advances and overpayments;
and (in WSH) the monthly review of SBS performance in line with their SLAs.

+ The merged Trust will need to ensure that it can pay all of its staff from 1st April 2021. The Board have recognised that this will also ultimately
require a single payroll function and a robust and functional solution during the transition to this single function. They have concluded that a
merged payroll provision (Virtual Private Database and provider) is the desired end-state. However, this will not be implemented for 1 April
2021 in order to allow ongoing work to implement e-rostering in BSUH and to review (as part of the transition and staff transfer) the local pay
arrangements in place in BSUH.

+ The merged Trust will not immediately integrate its payroll functions but will operate the existing model as an interim solution, and have
confirmed with HMRC that there are no issues with this. The assessment of the options and timeline for full integration of payroll services will
take place later in the financial year with a decision by the end of the financial year.
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High-level controls

Financial Reporting Processes Steering Group

* A FRP Steering Group was established in October 2020. As a part of the M&A Finance work-stream, the FRP Steering Group reports to the
M&A Delivery Assurance Group and to the Executive M&A Steering Group.

* ltsrole is to deliver, define, implement and document all financial reporting and processes deliverables required as part of the merger. The
executive sponsor of the Steering Group is the CFO, and the SRO is the Financial Transaction Director. In addition there is representation on
the Steering Group from Internal Audit and IT.

* A number of working groups,all led by a member of the senior finance team from either BSUH or WSH, have been established that report into
the FRP Steering Group. These groups cover each of the elements related to Financial Reporting, including Financial Service; Payroll &
Expenses; Financial Ledger; Financial Management & Operational Planning; Costing; Contracting & Commissioning; Governance & Internal
Control; and Tendering & Procurement.

« Each working group has developed a project plan which details tasks, key milestones and key deliverables. This has been based upon
“Combining NHS bodies: a practical checklist for mergers and acquisitions” and supplemented by the knowledge and experience of the
working groups and their teams.

+ The FRP Steering Group meets fortnightly, reviewing reports from each working group which details progress against key milestones; risks to
delivery; items requiring support or direction from the wider FRP Steering Group; and items for escalation. The Steering Group has also
developed a risk register which is reviewed at each meeting.
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High-level controls

Budgeting and forecasting

* The Trusts’ note their respective financial performance for the previous two years, and the impact of the management arrangement on BSUH
financial results.

* Budgets and forecasts are in place under normal conditions for both Trusts. Budgets and forecasts are prepared using a granular, bottom-up
approach, with input from and engagement with key operational staff to shape them. After being prepared, Budgets and Forecasts are
reviewed internally within each Trust by their relevant Directors of Finance before being taken to the F&P Committees for endorsement, and
ultimately to the Board for approval. Budgets and financial planning are sponsored by the CFO.

» The Trusts report actuals against budget and forecast totals on a monthly basis to the F&P committees, with financial performance information
included as part of the Integrated Performance Reporting to the Trusts’ Boards.

* The Trusts both have Medium-Term Financial Plans in place, covering a period which extends to 2023/24.

» Financial planning has been fluid since the onset of the COVID-19 pandemic, with normal planning suspended since March 2020, and revised
financial frameworks issued periodically by NHSE/I, the last of which was issued in September 2020: an updated financial framework is
expected imminently.

+ The F&P Committees have oversight of the Trusts’ financial planning and have been kept informed on both changes to the financial framework
and the resulting impact on the financial plans of the Trusts, outlined in two specific reports:

* April 2020 - outlining interim financial framework and interim budgets for the period April - July 2020
* October 2020 - M7 - M12 financial plan

* We note that NHSE/I have not yet confirmed the financial framework to be applied for 2021/22: this was anticipated in December 2020. The
absence of a financial framework update from NHSE/I have prevented the normal arrangements for planning and budgeting. The Trusts have
taken the decision to roll forward their Q4 2020/21 budget to Q1 2021/22: this would appear to be a pragmatic and prudent solution under the
current conditions.
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High-level controls

Budgeting and forecasting (cont.)

» The Trusts have identified 4 broad areas of financial risk for the merged Trust, which are common to other NHS Trusts and would be apparent
whether or not the Trusts merged. The areas are:

* COVID-19 response costs
* Restoration & recovery

+ Efficiency baseline

+ System pressures

* In each area, the Trusts have identified a number of mitigations against these pressures.

Observations

» The Trusts should seek to undertake substantive budgeting as soon as possible once the financial framework information is received from
NHSE/I.
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High-level controls

Efficiency and transformation programme

+ WSHFT has several years’ experience of delivering recurrent quality-led efficiencies supported by a Programme Management Office (PMO).
The Efficiency Programme governance system and processes have been tested and validated through Internal Audit, and External Audit’s
Value for Money reporting. In 2019, WSH achieved an Outstanding rating from CQC for Use of Resources.

» The Trusts’ Efficiency and Transformation programmes are responsible for delivering strategic initiatives and corporate projects agreed by the
Trusts in the areas of improvement on an annual basis. 3-5 initiatives and 5-6 projects (per Trust) are typically agreed each year, with strategy
for the following year defined during Q3 of the current year, mobilisation undertaken in Q4, and implementation and improvement activities
triggered in Q1. At a more granular level, projects and initiatives are underpinned by individual schemes. During the pandemic period, normal
arrangements were suspended with no new objectives set and projects deployed which is common across the NHS at present. Gateway
reviews and progress continued for existing projects and initiatives and plans are in place to achieve a minimum of 1.1% cost reduction by
each Trust in 2020/21.

« Efficiency Delivery in WSHFT and BSUH since 2017:

2017118 2018119 2019/20
WSHFT 200 182 11.7
BSUH 200 302 266

+ The Efficiency and Transformation programmes are overseen by the Chief Strategy and Delivery Officer and the Chief Finance Officer, with a
single point of leadership (Director of Efficiency and Delivery - also the Programme Director for the merger) for the development and delivery of
both Trusts’ efficiency programmes.

* Individually large or more critical programmes are assigned executive-level sponsorship. Separate project management office (PMO) teams
are in place at WSH and BSUH, and business partner staff are additionally embedded throughout divisions in both Trusts to support them with
the development and delivery of plans. Post-merger, the teams will gradually be integrated.
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High-level controls

Efficiency and transformation programme (cont.)

PMO staff come from a range of professional backgrounds including staff from clinical and health backgrounds, as well as others from industry
with a variety of qualifications and experience in project management techniques such as Prince2 and Lean methodology. Teams at both
Trusts are relatively stable, with low staff turnover, and there is no issue currently with capacity.

Identification and delivery of improvement is quality-led, with focus on the improvement of productivity, the removal of waste, the reduction of
spend and/or improvements to income opportunities whilst at the same time delivering patient benefits. Opportunities are identified through a
number of sources, including local knowledge of clinicians and health economy/partner initiatives. Benchmarking is also undertaken both,
internally and externally, to help identify where opportunities may exist.

Benchmarking

External benchmarking is used to identify variation and apparent waste. Model Hospital is the principal external benchmarking tool used by the
Trusts but this is supported by supplementary sources including GIRFT, Dr Foster, and Civil Eyes which are more clinically focussed. Analysis
from Model Hospital demonstrates potential efficiency and productivity benefits through the removal of unwarranted variation compared.

Both Trusts undertake an annual refresh of Model Hospital as well as ad hoc analysis to support specific projects. This is used to engage with
clinicians and operational teams. Significant productivity opportunities have been identified for BSUH, and to a lesser extent, WSH, to achieve
through this benchmarking.

Internal benchmarking builds on the themes of Model Hospital, but instead looks at internal variation rather than external. Using patient-level
information and costing system data for WSHFT, a bespoke portal (SOLAR) has been developed by the Finance department for use by clinical
teams, allowing users to understand and interrogate complex financial and activity data around, for example:

» Patient care episodes / patient pathways
* Length of stay

* Frequent attenders

* Variations in HRG activity and cost

The tool will be extended for use across BSUH, post-merger.
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High-level controls

Efficiency and transformation programme (cont.)
M&A office

An ‘M&A’ programme office was established to drive forward the activities relating to the merger, and was established from a group of
experienced staff from the existing Trusts’ PMO teams. The vacancies created in those teams from establishing the M&A office were backfilled
as required, and the dissolution of the M&A office post-merger will allow for the return of staff to the PMO team. The M&A office reports to the
WSH Trust Board, and following the merger, will report to the merged Trust Systems & Partnership Committee.

A programme risk register is maintained by the Programme Office, and owned by the Trust Executive. Risks are managed in line with the
Trusts’ existing risk management policy, and are reviewed every 2 weeks at the M&A Steering Group. Lower level risks are captured at
working group levels, and are shared at a Delivery Assurance Group level, being escalated where relevant. This will continue post-merger
through the transition to the Integration Programme.

The PMO at both Trusts already operates the same processes in the identification, development and delivery of efficiencies, using either
Prince2-based methodology for where deliverables are known, or lean methodology to understand the problem before a solution is determined.
Both approaches follow a data-driven methodology that takes the Trusts through the onward process of identification, development, delivery
and review.

Following the merger, the M&A Office will continue to drive the implementation of the Integration Programme outlined in the PTIP until merger
benefits can be delivered using fully integrated business processes aligned to the clinical operating model.

Monitoring and oversight

Teams delivering strategic initiatives and corporate projects report at a day-to-day level to the project manager or programme director leading
them, and where they are significant enough, to a programme board. They also report to the relevant committee their programme is aligned
with.

Team meetings within the PMO office are held on a fortnightly basis, chaired by the Director of Efficiency and Delivery and attended by those
Directors and Heads of Operations who are held to account for the objectives and savings targeted by projects and initiatives which they are
responsible for delivering, and performance against the KPlIs associated with their projects or schemes.

Efficiency performance is reported to the F&P committee on a monthly basis for each Trust. Progress on strategic initiatives and corporate
projects is made on a monthly basis to the Tech Strategic Deployment Review, alongside reporting against the ‘True North’ KPls.
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High-level controls

Efficiency and transformation programme (cont.)
Post-merger plans

» Under the new structure, the existing arrangements will remain in place, led by the Chief Strategy and Delivery Officer, and Director of
Efficiency and Delivery. Strategic Initiatives and Corporate Projects driven by Efficiency and Transformation teams will continue to be overseen
formally by the Committee they are relevant to, with input from NEDs as may be required. The principal difference will be the formal
consolidation of both Trusts’ teams, strategic initiatives and corporate projects over the 12 months from 1 April 2021.

* The Trust anticipates that the merger will lead to some efficiencies, with a single set of governance / oversight structures, strategic initiatives
and corporate projects for the merged body replacing the two sets for the existing Trusts.

» A strategy and objectives have been set for the new merged Trust, and these are currently being mobilised ready for delivery from 1 April
2021.
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High-level controls

Capital

The Chief Financial Officer currently has responsibility for the capital function in both WSH and BSUH. As part of the Management Contract,
there is a single point of leadership from the Group Director of Capital Development and Property, and a common set of policies, processes
and controls for the management and development of capital programme has been established over the last 12 months.

The Trusts have a prioritisation process for capital expenditure as part of the annual planning process, with investment priorities identified
across 5 discrete areas, which are aligned to the risk register and Patient First. Prioritised lists for potential investment are then reviewed,
being formed into the Capital Programme and approved at the Capital Investment Group, Trust Executive Committee, Finance & Performance
and Board.

Capital projects are - with the exception of medical devices - required to have business case development and approval also: those involving
revenue elements are also scrutinised at the Business Case Scrutiny Panel. Consequently, the Trusts tend to over-programme by circa 25% of
the value of their annual budget to take account of delays or rejections of business cases.

The Capital Investment Groups in the Trusts are chaired by the Chief Financial Officer and provide oversight of the capital programme in each
Trust, meeting on a monthly basis to review progress across the key areas of the capital programme. The Capital Investment Groups report
upwards into Trusts Executive Committees, and the Finance & Performance Committees.

The approach to governance and control will continue in the merged Trust, with no changes planned for Day 1, but the separate teams to be
integrated over the course of the next 12 months as part of the PTIP.
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High-level controls

Internal audit

Internal Audit services are provided to both Trusts by BDO who deliver a risk-based audit plan, with the Trust Board sub-committees providing
some direction to potential areas of concern for Internal Audit to consider. A number of the audits are conducted jointly across both Trusts
however separate Head of Internal Audit Opinions have been issued to both Trusts and will be done so for the year ending 2020/21.

The 2020/21 plan for BSUH covered the following areas: Rostering; CQC Preparation; Key Financial Systems; Budgetary Control; Cyber
Security; Consultant Job Planning; Sickness Management; Contracts Management; Discharge Planning; 3Ts; Data Security Toolkit; Learning
from Winter Planning; Group Governance; and COVID Governance. 8 out of the 14 planned reviews are to be jointly conducted with WSH FT.

The 2020/21 plan for WSH covered the following areas: Rostering; Key Financial Systems; Budgetary Control; Cyber Security; Data Security
Toolkit; COVID Governance; Mortality Governance; Violence and Aggression; and FP&R advisory support.

The BSUH plan also covers an indicative 3 year strategy and includes a copy of the |IA charter. The combined plan for the merger Trust for
2021/22 is currently being prepared by BDO.

The last full annual report for both BSUH and WSH was in 2019/20 and both reports provided a Moderate assurance opinion. For BSUH, BDO
made 32 recommendations, of which 4 were High Risk rated (for Medical Device Management and Cyber Security), 23 were medium priority
and five were low priority. For WSH, BDO made 42 recommendations, of which 4 were also High Risk rated (for Patient Experience, Medicines
Management and Cyber Security), 30 were medium priority and 4 were low priority.

The Trust takes a strong line around addressing high priority recommendations, seeking to ensure that owners meet agreed deadlines:
however, compliance with this has not been as rigorous during the pandemic period. BDO are responsible for tracking progress against
actions, and this is reviewed at Audit Committee quarterly meetings. The most recent Audit Committee papers identified:

+ BSUH - 5 medium priority overdue actions, and 9 high or medium priority in-progress actions: the 2 high priority actions stemmed from the
Medical Devices review.

* WSH - 4 medium priority overdue actions, and 4 medium priority in-progress actions.

Observations

The Trust should ensure that all outstanding high priority agreed actions from internal audits are carried over to the merged Trust and are
addressed as a priority following the merger.
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High-level controls

External audit

External audit services are currently provided to both trusts by EY under the same engagement leader. The audit plans for the 2020/21
financial year ends record consistent significant risk areas, including risks of revenue recognition; fraud; valuation of fixed assets; the
implementation of IFRS 16 (now deferred by another year); and going concern in light of the uncertainty created by Covid-19 on future income
and financial plans. BSUH has an additional significant risk area for PF| over the Royal Alexandra Children’s Hospital, given the complex
nature of accounting for PFI.

On an annual basis, the Audit Committee will run a ‘lessons learned’ exercise following the external audit, and also follow up on points raised
by the auditors in their ISA260 management reporting.

The Trusts have run a competitive exercise to tender for the external audits for the 2021/22 financial year for the merged Trust, appointing
Grant Thornton.

Counter-fraud

Local counter-fraud services are provided to the Trusts respectively by RSM to WSH, and by an internal team at BSUH, with a culture of
working together established between the teams. A formal protocol will be drawn up that outlines the cooperation and support arrangements
with the in-house LCFS and RSM post-1 April 20201.

Counter-fraud teams attend all Audit Committee meetings and are involved in significant post-project reviews.

There have been no reports of significant frauds from the teams in recent periods: some informal benchmarking by the Audit Committee chair
has been undertaken to compare the provision of counter-fraud services against other NHS Trusts.

There are no planned changes to Counter-Fraud services for Day 1: the integration of services will be addressed after the merger as part of the
development of the corporate target operating model as it is not currently considered as a priority matter.
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High-level controls

Other finance controls

» A system of common key financial controls is in place at the Trusts, covering each of the principal finance business processes. The following
key controls have been identified:

* Revenue and receivables - approval of invoice requests; monthly review of aged receivables; quarterly bad debt review; allocation of cash
to receivables; approval of new customer setups

» Purchase to pay - approval of purchase requisitions; 3 way matching of purchase order, receipting and invoice; review of proposed
payment runs; approval of non-PO invoices; monthly review of aged creditors and debit balances in creditors; approval of new suppliers or
changes to existing supplier details; periodic reviews for duplicate invoice payments

» Cash - reconciliation of bank to GL; review of unallocated cash; monthly review of cash forecast

» Fixed assets - reconciliation of fixed assets register to GL; periodic reviews; Capital Investment Group review of capital programmes (see
Capital section above); review of fixed asset additions; approval of fixed asset disposals; annual valuation of estate

* Inventory - annual inventory count; mid-year stocktake for high value items

» Payroll - reconciliation of gross payroll to net disbursements; review of payroll suspense accounts; approval of payroll-related payments to
HMRC; monthly review of NHS SBS payroll service provision

+ Taxation - review of tax returns; VAT checking service provided by third party; reconciliation of tax control accounts
* Manual journals - review and approval of manual journals (segregation of duty so manual journals cannot be self-approved)

» The Trusts rely primarily on Internal Audit to provide assurance over the design and operating effectiveness of their internal controls, with
ancillary comfort coming from External Audit.

Observations
» There is no detail in the FRP memorandum of specific finance cycle controls: the report would benefit from including this additional detail.

» Formal documentation around key finance cycle controls is not maintained.: it would support business resilience to ensure that these were
documented and incorporated in extant policy and procedural notes.
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Risk management processes

Business Assurance Framework (BAF)

* A BAF exists, articulating risks linked to the Boards’ strategic goals. It is used actively by the Trusts’ Boards in managing risk, with ownership
of risks delegated to Board sub-committees which they are most relevant to. A summarised version of the BAF is reviewed by the Board, and
this is supported by a detailed version which identifies each strategic risk, aligns it to strategic objectives, identifies the owner, controls,
mitigations and sources of assurance, and any movement against the risk on a quarter-by-quarter basis.

+ The Audit Committee additionally has responsibility for ensuring that each of the risks on the BAF are being addressed, and does this through
holding the Chairs of each of the Boards’ sub-committees (who are also members of the Audit Committees) to account. The Audit Committee
additionally takes responsibility for reviewing the Annual Governance Statement prior to formal approval by the Board.

* Sub-committee chairs provide reporting from their sub-committee which will include a consideration of whether any adjustments to BAF
contents or scoring are required.

* An assessment of the impact of the merger has been undertaken, considering the impact it will have on existing strategic risks noted in the
BAFs. The effect has been considered at the point of merger as well as 6 and 12 months beyond. Actions and mitigations for the effects of the
merger have been identified and noted.

» The BAF for the merged Trust is currently being created, using the existing Trusts’ BAFs as a basis, and this will be in place by 1 April 2021.

Risk management strategy and risk appetite statement
* A common risk management strategy is in place across the Trusts to:
- Ensure risk management is an integral part of open culture
- Identify risks to achieving the Trust’s objectives requiring intervention
- Drive a standardised, strategic and accessible approach to risk management.

* A common risk appetite statement is also in place, and was last reviewed and updated in October 2020 following the first peak of the COVID-
19 pandemic.
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Risk management processes

Risk registers and identification

» |n addition to the BAF, risk registers are in place throughout WSH and BSUH at Board sub-committee and divisional levels, with more detailed
registers being maintained at lower levels as appropriate.

+ At a wider organisational level, the Trusts adopt a practice of daily safety and improvement huddles within teams which ask several key
questions (“any incidents; enough staff; equipment issues; significant / material events; are we expecting anything unusual which could get in
the way of normal activity?”). There is a standing requirement for executive Board members to attend a minimum of three huddles a week, with
NEDs also encouraged to attend. This, in addition with the reporting lines in place, provides a platform for any emerging risks or issues to be
identified, escalated through the appropriate organisational structures and committees, and recognised as a risk where necessary.
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Information and performance reporting governance

Performance and Reporting Framework

* Following the start of the management contract in place between WSH and BSUH, the Trusts have begun to develop an aligned approach for
the management of clinical and corporate performance under the Patient First structure in which the performance framework is delivered.
Reporting is delivered to and through the Trust Boards; sub-committees; through Strategic Deployment Reviews; and divisional management.

+ Under the new Trust, performance reporting will be aligned to support the newly-established clinical and corporate operating models. Board
sub-committees will receive performance reports from the divisions and groups that are aligned underneath them, and the new Board will
receive a single integrated quality and performance report (IQPR).

» The structure and templates for the new reports are currently being designed as part of the process preparing for the merger, but will contain
many of the elements currently being reported to the existing Boards and their sub-committees.

Observations

» The Trusts should ensure that their plans to create the new reporting structures and templates required for Day 1 which will serve the Board
and its sub-committees will be in place in good time.
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Information and performance reporting governance

Integrated Quality and Performance Report (IQPR)

* An IQPR is currently produced on a monthly basis in each Trust. Each section of the IQPR is aligned to the five “True North’ themes of Patient;
People; Sustainability; Quality; Systems & Partnerships. Sections of the report are currently prepared for the Board sub-committees most
aligned with the True North themes by the teams and divisions responsible for delivery in those areas: for example, Finance Management
prepare the elements of the reporting which are first reviewed in the F&P sub-committee, before being consolidated into the IQPR Board
report.

+ The IQPR for the new Trust will remain aligned to the Patient First strategic themes and will be adjusted to the new Board sub-committee
structure. The IQPR will be drawn from the Committee reports and, aligned to the Patient First strategic themes, priorities, and key
deliverables. It will include reporting on other relevant metrics such as:

* Finance and Capital (Sustainability)

* Workforce (People)

» Constitutional Standards (Systems and Partnerships)
» Restoration and Recovery (Patient)

* Quality and Patient Experience (Quality)
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Information and performance reporting governance

Reporting
» Separate and different information and reporting systems are currently in place for WSH and BSUH which support performance reporting.

» To support reporting for the merged Trust, a single data warehouse is being developed to combine the information from the former WSH and
BSUH entities. This will provide consolidated reporting for the newly merged Trust whilst maintaining the required granularity at a local
hospital, and specialty / service level to meet external national and regional performance reporting requirements.

* The new reporting arrangements have not yet been finalised, but the Trusts are satisfied that that robust performance reporting will be in place
for Day 1 given the work undertaken over the last three years to deliver an aligned approach. It is anticipated that shadow reporting will be
available in Q4 20/21 prior to the merger transaction at the start of Q1 21/22.

* The longer term intention to move to single reporting systems will be addressed as part of the post-transaction integration programme (PTIP).

Observations

» The Trusts should ensure they are satisfied that the project to implement an interim data warehouse solution for the consolidation of reporting
from separate systems for Day 1 will be active in good time.

Strictly private and confidential 27 January 2021
PwC | Western Sussex Hospitals NHS Foundation Trust DRAFT 51



11 Information and performance reporting governance Contents | Executive summary | Detailed sections | Appendices

Information and performance reporting governance

Information and performance team

» Separate information and performance reporting teams are currently in place at WSH and BSUH, with the roles of Director of Performance and
Deputy Director of Performance common for both Trusts.

* There are minor differences in the way the teams are structured and the responsibilities that sit as the performance and information team
portfolios, principally relating to workforce information and activity reporting.

* There will be no changes to team arrangements for Day 1, however the performance and information teams and any current differences to
approach will be integrated and standardised as part of the PTIP.
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Information and performance reporting governance

Financial reporting

+ Financial reporting is produced directly from the Oracle general ledger on a monthly basis, using Hyperion for consolidation and reporting
against forecasts. The reporting is produced under the following timescales:

Working day (WD) 1-3: each of the divisions agree inter-divisional transactions and balances, and draft reporting is produced.
WD5: the heads of finance review the drafts for their divisions

WD6: the summarised reports for Trusts are reviewed with their relevant Director of Finance against the plan budget figures (included
within the general ledger) and forecasts.

WDY7: the ledger position is finalised and then the ledger is closed.

WD8: the reporting is produced for the F&P sub-committee and reviewed by the Director of Finance before being submitted to the
secretariat function for distribution. Reports are produced for individual budget holders against budget and forecast.

WD9: an additional return is populated to be sent to NHS Improvement (NHSI): the return is reviewed and signed by the Director of
Finance.

WD11: NHSI return issued. Reporting issued to budget holders.

* The F&P sub-committee will review the content seen by the Trust Board as an appendix to their own reporting

» The financial reporting for the merged Trust will come from the single general ledger planned to be in place from 1st April 2021.

» For areas of reporting where there is no common system planned, a project is currently ongoing to develop an interim data warehouse solution
for the merged Trust to allow the consolidation of all information which is required to be reported in a consolidated manner.
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Other observations

Information management & technology (IM&T)

« Since the inception of the management arrangement in 2017, there has been significant commonality of working on IM&T services that span
the two organisations across the Trusts.

* IM&T services at the Trusts are led by a single Director in place across both Trusts who has worked at both BSUH and WSH before being
appointed to the Director role and is familiar with the IM&T landscape in both. The Director of IM&T reports to the Deputy CEO / Medical
Director for both Trusts.

+ Posts in the senior management team within IM&T at both Trusts are filled by single individuals (taking responsibility for both Trusts). The SMT
is accountable to the Director of IM&T and meets on a monthly basis, reviewing performance against the objectives and KPIs set for each of
their areas across the Trusts. Business partners are embedded from IM&T within a number of divisions in the organisation: they are
responsible for supporting the areas in which they sit with their IM&T requirements and change.

» Owing to the joint management of IM&T within both Trusts since 2017, there has been significant harmonisation of systems and policies
between both Trusts covering [LIST HERE]. A number of differences remain, for example in medical records systems and clinical coding
practice. No changes are planned to be made to clinical systems for Day 1, but any differences will be addressed following the appointment of
the Director of Clinical Transformation and the drafting of a new Clinical Strategy following the merger.

+ Itis expected therefore that the pre- and post-merger way of operating will not change on 1 April 2021, and will allow for continuity of activities
on a ‘business-as-usual’ basis in the short term. A merger working group exists for IM&T and is identifying any areas to be addressed as part
of the long term plan

Observations

* There is no section within the FRP document relating to IM&T covering the IT and systems environment in place and planned for the merger.
IT and systems are critical to the organisation and the Trust should outline its arrangements.

» Current responsibility for managing systems around the Trusts are mixed, with divisions holding responsibility for some systems and IM&T
holding responsibility for others. In order to drive consistency of service provision and support across the systems landscape, the Trusts should
consider applying a consistent operating model, for example, using a hub and spoke model.

* Following the merger, significant programmes for the integration of systems and policies are planned. These should be expedited in line with
planning to allow for improved flow of information and more integrated services benefiting both the organisation and patients.
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Other observations

IM&T projects and programmes

* A number of projects and programmes are delivered from within the IM&T team, with 90 projects ongoing at the time of this report. The most
significant projects are in respect of electronic prescribing medicines administration; clinical safety; digital radiology; patient administration
systems; and the ordering of pathology and imaging tests.

» Major projects and programmes within IM&T are raised, approved and managed on the same basis as other projects within the Trusts, with the
appointment of SROs and implementation of separate governance and oversight arrangements including a Programme Board, and reporting to
the relevant Trust committee in which the programme falls. Business cases for projects and programmes are examined by the Business Case
Scrutiny Committee (BCSC): the Director for IM&T is part of the BCSC and is relied on to give his view of the business cases for IM&T
projects.

* Projects which are not significant enough to require the appointment of an SRO are overseen by the Head of Projects and Programmes within
IM&T, with oversight from the SMT and Director of IM&T: any issues are escalated further within the organisation as may be required.

* For any projects which may have a clinical impact, Clinical Safety Officers (CSOs) will also review the impact of proposed changes to ensure
that they are appropriately taken account of and managed.
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Other observations

IM&T access controls and physical security

* Physical security measures are in place for both Trusts: all data centres and hub rooms are physically locked.

*  Wireless network access controls are in place using Clearpass and non-clinical network access is segregated.

» Palo Alto file blocking is used to secure the external borders of the Trusts’ internet.

* Networks are continuously monitored using Security information and event management (SIEM) tools such as Paessler and Solarwinds.
» Switch ports are locked.

* Access controls to financial reporting systems (Oracle) are in place. Changes to access permissions - either through joiners, leavers, or
changes to existing permissions - are requested by relevant areas of the Trusts, or by HR, with access changes controlled by IM&T.

» Superuser access rights are granted separately to individual credentials, and are monitored to ensure that they are used appropriately for the
period of time they are used for.

Business Continuity, Incident management and Cybersecurity

« Common IT Disaster Recovery (ITDR) and Business Continuity (BC) plans are in place at the Trusts and will be carried forward into the
merged body. System backups are performed using Nutanix and the Trusts are working towards the Cyber Essentials Plus standard.

+ |ITDR, BC and Cyber procedures are a regular part of Internal Audit testing procedures, and the results of those audits are fed back to IM&T to
inform the strengthening of their processes.

* The most recent Cyber review provided Limited assurance, identifying areas where controls could be strengthened, and the opportunity for
management to conduct table-top or stress testing for the disaster recovery plan in place. Additionally, live endpoints in use were identified with
no antivirus protection; there was no time plan in place to deliver network authentication controls for physical ports across the Trust; Group
policy objects (GPO) set for passwords only required password lengths of seven characters.

+ IM&T management have begun to address the findings: for example, a recent desktop exercise was conducted, simulating a cybersecurity
incident, and penetration testing is conducted on a regular basis to test the Trusts’ cybersecurity and incident management measures in place.
Recommendations arising will continue to be addressed.
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Draft comfort letter

Board Statement in respect of Financial Reporting Procedures.

NHS Improvement
Wellington House
133-155 Waterloo Road
London SE1 8UG

[DATE]

Dear Sirs

Financial reporting procedures

University Hospitals Sussex NHS Foundation Trust (‘the enlarged trust’)

The Boards of Directors of Western Sussex Hospitals NHS Foundation Trust and Brighton and Sussex University Hospitals NHS Trust confirm
that they have established procedures for the enlarged trust that provide a reasonable basis for them to reach proper judgement as to the
financial position and prospects of the enlarged trust.

The basis of the boards of directors’ confirmation is set out in the attached board memorandum dated [date]. This describes a range of financial
reporting procedures for the enlarged trust for which plans have been drawn up by the boards of directors, but which the boards of directors have
not brought into operation as of the current date. The boards of directors confirm that they are committed to ensuring that these financial reporting
procedures are brought into operation and subsequently operated in accordance with the plans.
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Draft comfort letter

Yours faithfully

[Name] [Name]

On behalf of the Board of On behalf of the Board of

Western Sussex Hospitals Brighton and Sussex University Hospitals

NHS Foundation Trust NHS Trust
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Contract

Engagement Team to insert signed Engagement
Letter
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Brighton and Sussex NHS| m

University Hospitals :
NHS Trust Western Sussex Hospitals
NHS Foundation Trust

Agenda Item: 3.3 PLUEEEeEY Trust Board (in Common) Meeting Date: [t

January
2021
Report Title: Financial Reporting Procedures Memorandum
SlelelgSlel e U= ERIIIVERRITEmlel s8] Karen Geoghegan, Chief Financial Officer
Author(s): Alison Ingoe, Financial Transaction Director
ETelel e e IV WAl S [ ST el Trust Board - 17" December 2020, 7" January 2021
and date:
Purpose of the report:
Information Ll Assurance UJ
Review and Discussion O Approval / Agreement v
Reason for submission to Trust Board in Private only (where relevant):
Commercial confidentiality v Staff confidentiality O
Patient confidentiality O Other exceptional circumstances ]
Link to Trust Strategic Themes:
Patient Care O Sustainability v
Our People Ol Quality O
Systems and Partnerships U

Any implications for:
Quality Accurate financial and performance reporting and sound financial stewardship will
allow the Trust Board to have confidence in the financial position of the merged
organisation

Financial Delivery of financial reporting and payroll processes for the merged organisation.
Workforce Timely and accurate pay for staff is essential to maintain staff morale. Direct
impact on staff providing in-house or retained functions. Impact on staff as end
users of ledger and payroll.

Link to CQC Domains:

Safe O Effective O
Caring O Responsive O
Well-led v Use of Resources v

Communication and Consultation:
Individual items in the Financial Reporting Memorandum have been subject to Board discussion and,
where required, approval as they have been developed.

The draft memorandum was reviewed in the Board workshop on 17" December 2020 and again on
7" January 2021.

Executive Summary:

As part of the approval process for the Transaction, the Trust Boards are asked to produce a Board
statement (see Appendix 1), supported by a Board memorandum which summarises the
arrangements that the new Trust will put in place in relation to financial reporting procedures.

The Financial Reporting Procedures (FRP) Memorandum covers the post transaction organisation’s
proposed:

e corporate governance;

¢ high-level controls;

¢ risk management processes; and

e management reporting framework.




The FRP memorandum is one of four memorandums or plans that are produced as part of the
Transaction (the other documents are: Working Capital Memorandum, Post Transaction Integration
Plan and Quality Governance Memorandum). NHSEI have requested that the Trusts obtain a formal
opinion on the FRP Memorandum. PricewaterhouseCoopers LLP have been appointed to carry out
this review.

PwC will report their interim findings to the Board at today’s meeting. As a result of feedback from
PwC there have been some amendments to the draft FRP memo to provide further detail on key
areas or correct typographical errors. Changes to the memo since 7" January are highlighted in blue
and summarised in the table that follows.

NHSEI have requested that the interim report from PwC and the current draft of the FRP memo are
shared with them prior to the Board to Board.

A final report from PwC and the final FRP memo will be presented to the Board for approval on 18"
February.

Key Recommendation(s):

The Trust Board is asked to approve the draft FRP Memorandum, noting that this version will be shared
with NHSEIL.




Summary of Changes to FRP Memo between 7" January and 28" January

(Please note references are for the current draft of the FRP memo. In a small number of cases references will
have changed from the previous draft due to the insertion of additional text)

Ref Summary of Change

1.3 Dates for the exit from financial special measures and quality special
measures have been added for completeness.

2.2.3 Additional text added to clarify that as an NHS Trust, BSUH is not required to
have a Council of Governors

2.2.4 “Comprising” replaced with “consisting”.

2.2.8 - These paragraphs have been reworded to be clearer about the support

2.29 provided by the outgoing deputy lead governor and existing staff and public

governors to recruiting and inducting new Governors.
Figure 2.1 | Diagram updated and additional wording included to show natural successors

2.3.2 - to Executive posts. Statement added about recruitment to posts not filled

2.3.3 internally.

2.4.6 Section updated to reflect the output from the Board workshop on 20"

Table 2.3 | January 2021.

2.4.7

2.4.8

2.4.9

2.5.2 Paragraph added to describe the role of the Constitution in defining ToR for
Board and Council of Governors.

2.6 Section added on Trust Executive Committee.

2.7 Section added on trust policies and policy alignment.

3.2.3- Additional detail added regarding finance structures and finance staff

3.24 qualifications.

3.4.4to Additional detail added regarding the general ledger upgrade and migration.
3.4.7
3.5.1 and | Additional detail added regarding current payroll provision
3.54

3.6.3 Additional wording added to FRP Steering Group section to clarify

3.6.6 membership of working groups, escalation routes and risk register.

3.6.7

3.7 Additional section on financial control environment added

3.8 Additional detail added to describe financial planning and delivery approach.
Strengthened sections around BSUH financial improvement.

3.9.1 Amendments to wording to clarify sources of assurances in relation to the
PMO and efficiency programme.

3.10 Minor wording changes for clarification purposes.

3.11.5 Additional wording added regarding internal audits with limited assurance

3.11.6 opinions.

3.11.8 Additional detail included in relation to Counter Fraud approach.

4.4 New paragraph about Risk Management Strategy and leadership for risk.

4.5 and Minor wording changes for clarification.

4.7

5.1 New section on IM&T.

54.3to Additional paragraphs added in relation to Data Warehouse.
5.35
5.4.3 Additional sentence to clarify interim arrangements.




Acquisition of Brighton and Sussex University Hospitals NHS Trust by Western
Sussex Hospitals NHS Foundation Trust

Financial Reporting Procedures
Board Memorandum

Date: [date]

1.0 Introduction

1.1. The Boards of Brighton and Sussex University Hospitals NHS Trust (BSUH) and
Western Sussex Hospitals NHS Foundation Trust (WSH) have approved a full
business case for the two organisations to merge with effect from 1%t April 2021. The
legal form of the transaction will be the acquisition of BSUH by WSH under section
56A of the NHS Act 2006.

1.2.  Since April 2017, WSH and BSUH have worked together under a Management
Contract with a common Chairman and Chief Executive. There are a number of
Non-Executive Directors and Group Executive Director posts that are shared by both
Trusts. Through the Management Contract, the Board and Executive Team have
taken steps to align and standardise corporate and financial governance systems
and processes. This provides a strong and stable foundation for the enlarged Trust.

1.3.  WSH is a high-performing Trust rating as ‘Outstanding’ by the Care Quality
Commission across all domains including Well Led and Use of Resources. BSUH
has been on a journey of improvement during the Management Contract and exited
Financial Special Measures in July 2018 and Quality Special Measures in January
2019. In its inspection report published in January 2019, the CQC assessed BSUH
as ‘Good’ for well-led. The CQC said “The trust had made huge improvements since
the new executive team had introduced improved systems of working.”*

1.4. This memorandum sets out the proposals for the key elements of the enlarged
Trust’'s governance, reporting and control systems. It sets out:

Proposed corporate governance arrangements
High-level controls

Risk management processes

Management reporting framework

2.0 Proposed Corporate Governance Arrangements

2.1.  This section describes the changes to the corporate governance framewaork resulting
from the merger, recognising the background to the merger and the current group
structure.

2.2.  Council of Governors
2.2.1. The Council of Governors are a key part of the accountability framework for NHS

Foundation Trusts, and as such have a number of duties as defined within the
NHS Act 2006. The Constitution of the NHS Foundation Trust determines how the

L https://api.cqc.org.uk/public/vl/reports/1d005c71-ef58-45b7-ac03-aa4fb429652d?20210114105252
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organisation will operate (i.e. its internal rules) and also defines the membership of
the Council of Governors.

Governors are drawn from three main constituencies; public, staff and appointed. The
number of governors elected from the public constituency must exceed the total
number of governors from the other two constituencies (staff and appointed). The
Foundation Trust should also ensure that the Council of Governors is neither too large
nor too small to be able to operate effectively. Otherwise, each NHS Foundation
Trust must determine the exact number of governors and the split of governors
between three main constituencies, Public, Staff and Appointed.

As a Foundation Trust, WSH has an established Council of Governors. BSUH does
not have a Council of Governors or equivalent as it is not a requirement for an NHS
Trust. To reflect the extended geographical catchment and the partner organisations
of the enlarged Trust, a review of the size and composition of the Council of
Governors has been undertaken.

A reference group consisting of a cross-section of WSH governors including the Lead
Governor and Deputy Lead Governor was formed to review the size and composition
of the Council of Governors for the enlarged Trust. In addition, engagement took
place with the Chairman, Chief Executive and other Directors regarding the
proposals for the Council of Governors. Section 6.10 of the Full Business Case for
the Transaction sets out the rationale for proposed changes to the Council of
Governors.

Table 2.1 below summarises composition of the Council of Governors from 15t April
2021. The total size of the Council will be 21 seats; 11 public, 5 staff and 5
appointed Governors.

Table 2.1 Council of Governors Composition from 15t April 2021

Public Total Staff Total Appointed Total
Constituency posmons Constituency posmons Constituencies posmons

Adur Peripatetic Brighton &
Sussex Medical
School
Arun 1 Princess Royal 1 Brighton and 1
Hospital Hove City
Council
Brighton and 2 Royal Sussex 1 West Sussex 1
Hove County Hospital County Council
Chichester 2 Southlands & 1 The Trust’s 1
Worthing inclusion
Hospital networks
(BAME, LGBT+,
Disability)
Horsham 1 St Richards 1 Voluntary Sector 1
Hospital
Mid Sussex 2
Worthing 1
Rest of England 1
Total (Public) 11 Total 5 Total 5

Discussions have also been held with Governors about the transition from the current
composition to the structure outlined in Table 2.1. Where there are new
constituencies for appointed Governors, discussions have taken place with the
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appointing bodies and it is anticipated that these seats will be filled from 1% April.
Table 2.2 shows that from 1 April 2021, a minimum of 12 governors (57%) will be in
post. With the inclusion of the three new seats for appointed governors 15 of the 21
governors (70%) would be in place. The remaining seats will be subject to election.

Table 2.2 Council of Governors Filled Positions as at 15t April 2021

Total In place Vacant
posmons Appomtments

Public Governors 7

Staff Governors 3

Appointed Governors 5 2 3

Total 21 12 3 6

WSH has a comprehensive induction programme for new Governors which is
complemented during the year with a series of information sessions. This enables
the Governors to engage in a challenging and constructive dialogue with the Board of
Directors in the Council meetings but also outside those meetings during the wider
meetings. The governors take part in many of the Trust’s improvement projects not
only offering valuable insight to these projects but also allowing the governors to see
the Patient First methodology in practice.

There is an established induction programme for Governors co-ordinated by the
Company Secretary. In recognition of the need to support the new governors to
make an effective contribution to the Council, WSH'’s retiring deputy lead governor
(previously lead governor) will provide input into governor induction sessions and will
provide coaching and support to individual governors or groups of governors as
agreed with the Company Secretary and Chairman.

WSH Staff and Public Governors are supporting engagement with prospective
governors to encourage them to stand for election. Existing governors will be
available to speak with prospective governors to help them understand the role and
the value to the Council.

The Trust will work with the new Governors to develop processes beneath the
Council that support engagement with the wider membership.

Trust Board

The Trust Board is responsible for the strategic leadership and direction of the Trust.
Under the current Management Contract there is significant commonality within the
composition of the Boards of both WSHFT and BSUH which will support the retention
of corporate memory within the new merged Trust Board.
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Figure 2.1 Composition of the New Trust Board
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The Executive structure and portfolios have been developed to reflect and support
the integration to a merged organisation. There is a strong level of Executive
continuity with the green boxes showing posts with natural successors.

The proposed new structure requires some changes to the roles and responsibilities
of all existing Executive posts. In addition it creates three new Executive level roles;
Managing Director, Chief of Clinical Transformation and Chief Culture and
Organisational Development Officer. The latter post is a fixed term post that will
support the development agenda of the new organisation for an 18-month period.
Recruitment for posts not filled internally commenced in January 2021.

Both Trusts currently have seven Non-Executives (NEDs) between them, excluding
the Chair. The intention is to retain each of these in accordance with their current
terms of office. In addition WSH already has an Associate NED who has been in post
for the last 12 months, and in line with the original recruitment decision will be
appointed as the eighth voting Non-Executive Director on the new organisation’s
Board of Directors, in line with the revised Constitution.

One Non-Executive will be retiring in January 2021. WSH has commenced the
recruitment process, supported by the Governors, with the agreement of a person
specification focusing on replacing the clinical background of the retiring Non
Executive. The Trust is planning to utilise the support of a recruitment agency given
the specialist background desired. It is planned to have this position recruited to by
the end of March 2021.

There are a small number of NEDs who will be at the maximum period for their terms
of office in 2022 and 2023. The Trust will build on its already successful associate
non-executive development approach over the last 12 months and will actively seek
to recruit through this route for their replacements. The Trust will use NHS NEXT
Director Scheme to support recruitment, particularly given the experience this
national programme has in extended non-executive diversity.
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Board Committee Structure

The new Board and committee structure for the merged Trust will build on the
successful structures adopted by both WSH and BSUH. The Board will have the two
statutory committees required by the NHS Act 2006 and the Foundation Trust
Constitution: The Directors Remuneration, Nominations and Appointments
Committee, and the Audit Committee. Both committees will discharge the duties set
out in the Foundation Trust Constitution and their Terms of Reference.

The new Trust, as corporate Trustee for its Charities, will continue to have a
Charitable Funds Committee.

In considering the merger a decision was taken to further strengthen and align Board
Committees to the Patient First strategic themes and to establish five specific
committees to focus on Patient, Quality, People, Sustainability and Systems and
Partnerships. This proposed Committee structure represents a development from
the current operation of Board Committees and has been arrived at through a series
of facilitated discussions and workshops with Board members including external
facilitation and advice from KPMG. These facilitated discussions and workshops will
continue to ensure the Committee assurance functions and management reporting
functions are aligned, work together seamlessly and are fully effective from 1st April
2021.

Figure 2.2 Board Committees

Council of
Governors

Systems &
Partnerships
Committee

Patient Quality People Sustainability
Committee Committee Committee Committee

The inter-relationship between the respective Board Committees is supported by
having shared NEDs as respective members of each Committee and the Audit
Committee membership is made up of the Committee Chairs thus strengthening the
link to the debate and scrutiny of assurance providers. Each committee has
allocated oversight for specific strategic risks and through their review at each
meeting of the Board Assurance Framework, are able to support the Board’s overall
review and scrutiny of the delivery of the new Trust’s risk appetite. The Board
Assurance Framework will incorporate the identified significant transaction risks and
their planned assurances. Further information on risk management is in Section 4.

As the committees will become responsible for the single merged Trust there will be
an effective hand over mechanism established to ensure no matters where
committee review is required are lost. The membership of each committee will retain
members from the current separate Trust committees which will also aid the transfer
of activity to the new committees.



2.4.6. Each Board Committee will have detailed terms of reference and a cycle of business.
Each of the committees aligned to the Patient First strategic themes will provide
oversight and assurance on the delivery against the Trust's patient True North,
Breakthrough and Strategic Initiative and assigned element of the BAF. The principal
purpose of each of the Committees of the newly merged organisations Board of
Directors is as follows.

Table 2.3 Committee Overview

Remuneration,
Nominations
and
Appointments
Committee

Audit
Committee

Charitable
Funds
Committee

Patient

Committee

Quality
Committee

People
Committee

The purpose of the Directors’ Remuneration, Nominations and
Appointments Committee is to conduct the formal appointment to, and
removal from office, of Executive Directors of the Trust, other than the Chief
Executive (who is appointed or removed by the Non-executive Directors
subject to approval by the Council of Governors). The Committee also
gives consideration to succession planning for Executive Directors, taking
into account the challenges and opportunities facing the Trust, and the
skills and expertise that will be needed on the Board of Directors in the
future.

The primary purpose of the Audit Committee is to provide oversight and
scrutiny of the Trust’s governance, risk management, assurance and internal
control (financial and non-financial) processes, including those related to
quality and performance. These controls underpin the Trust's Board
Assurance Framework so as to ensure its overall adequacy, robustness and
effectiveness. This addresses risks and controls that affect all aspects of the
Trust's day to day activity and reporting. The Committee reviews and
scrutinises the Trust's annual report, annual governance statement, quality
account and financial statements prior to their formal approval by the Board.
The Membership of the Committee will be six Non Executives. One will be
the Chair of the Committee and the remaining five being the Chairs of the
respective Patient, Quality, People, Sustainability and Systems and
Partnership Committees.

The primary purpose of the Charitable Funds Committee is to ensure there
is effective stewardship of the donated funds and that their use is in
accordance with the donors’ wishes and the Trustees comply with the
requirements of charity regulations. This Committee will be chaired by one
of the Non Executives.

The Patient Committee will provide assurance on the agreed aspects of
patient experience ensuring the Trust is hearing and acting on the patient
voice. This Committee, by providing an avenue for the patient voice along
with a focus on the oversight of the Trust's established systems, ensures
high quality patient care is maintained.

The Executive lead for the Committee is the Chief Nurse.

The Quality Committee will provide assurance over the quality and safety of
the Trust’s services. In addition it will provide oversight of the Trust’s
delivery against the fundamental CQC standards of care national quality
and safety targets and indicators, incident and learning reports.

The Executive lead for the Committee is the Chief Medical Officer.

The People Committee will provide assurance that the strategic workforce
needs of the Trust are understood and plans are in place to deliver these,
providing oversight of workforce performance and assurance over the
management of associated risks. It will also support the development of
enabling strategies including the Education Strategy.

The Executive lead for the Committee is the Chief People Officer.



Sustainability The Sustainability Committee will provide assurance and oversight in
Committee respect of the Trust's use and deployment of resources. It will receive
regular reports on activity and financial performance, transformation and
efficiency programme, service line costing and Model Hospital. In addition
it will provide oversight of the annual financial plan, capital programme, and
Environmental, IM&T and Estates strategies. The Sustainability Committee
will have authority to approve business cases in line with delegated
financial limits.
The Executive lead for the Committee is the Chief Financial Officer.
Systems and The Systems and Partnerships Committee will provide assurance and a
Partnerships focus to the oversight of the Trust’s established systems for ensuring the
Committee Trust is playing an active role within the ICS. The remit of the Committee
will include oversight of Trust delivery of constitutional access standards.
The Committee will receive information and provide oversight and
assurance of delivery across Trust collaborative activities.
The Executive lead for the Committee is the Chief Strategy and Delivery
Officer.

2.4.7. A series of Executive and Board workshops, supported and facilitated by KPMG,
have taken place to develop the draft Terms of Reference and cycles of business for
each Committee. The Board has confirmed its preferred cycle of business for
committees as follows:

e Quarterly meeting (half-day) to cover full scope of the committee as outlined in
the Terms of Reference

¢ Monthly Strategy Deployment meeting (75 mins) to focus solely on Patient First
priorities; True North, Breakthrough Objective, Strategic Initiative, Corporate
Project for each committee.

¢ Monthly meetings will have scope for urgent exceptional items to be taken
outside the quarterly meetings and in line with the “call in” rules

2.4.8. Non-Executive allocations for committees including Committee Chairs will be
confirmed in by early February. This will allow Committee Chairs and Executive
Leads to undertaken a detailed review of the draft Terms of Reference and agree
Committee membership. A mapping of mandatory reports to the respective
Committees has been undertaken and will be confirmed by the Committee Chair and
Lead Executive for each committee.

2.4.9. Terms of Reference and cycles of business will be agreed by the Board at its
meeting on 18" February 2021.

2.5. Constitution

2.5.1. An amended Constitution has been prepared reflecting these changes. This
Constitution has been reviewed by the Trust’s legal advisors who have confirmed
that it is legally compliant. The amended Constitution was presented to the Council
of Governors on 14" December 2020 who confirmed their support for the changes
proposed. The Constitution will be formally approved by the Trust Board and Council
of Governors as part of the Transaction Approval process in February 2021.

2.5.2. The Trust Constitution describes the operation of the Board and the Council and thus
forms the Terms of Reference for the Board and Council. The scheme of delegation
sets the limits for items such as service investments that will require Board approval.
These were reviewed and aligned in 2019 and form the default position for the
merged Trust. A further review will take place prior to 1% April 2021 to reflect any
changes necessary in the limits.
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3.1.

Trust Executive Committee

The Trust Executive Committee (TEC) is chaired by the Chief Executive. The
members of TEC are the Executive Directors, Trust and Group Directors, Divisional
Leadership Teams (Divisional Directors of Operations, Chief of Service and Heads of
Nursing).

TEC meets monthly and has responsibility for risk management oversight, policy
approval and business case approval in line with delegated financial limits. TEC also
provides assurance over operational performance through the Strategy Deployment
Review process that has oversight of the Trust’s implementation and delivery of True
North and Break-through Objectives as well as Corporate Projects and Strategic
Initiatives.

Assurances from TEC flow to the Trust Board via the Board Committees or through
regular reporting from the Chief Executive to the Board.

Trust Policies

Both WSH and BSH have a corporate policy framework in place. A number of
corporate policies including declaration of interest policy, standing financial
instructions and risk management strategy have already been aligned and
standardised.

For other corporate polices there is structured programme of work that forms part of
the M&A Operational Readiness work-stream. The default position is that the current
WSH policy will form the baseline of the corporate policy development for the new
organisation, incorporating any adaptions identified as essential by the relevant
corporate lead. Any exceptions, where the corporate service view is that the BSUH
policy would be the preferred choice, will also be identified by the relevant corporate
lead. The review process is as follows:

e Review current WSH polices and confirm these are the correct policies to migrate
to the new Trust or confirm that the BSUH policy is the preferred option;

o |dentify any changes needed to the policy prior to implementation and incorporate
into the policy using the current WSH format;

e Complete a risk/impact template for each policy assessing the impact of the
change on either organisation;

e Record changes and output of risk and impact assessment on the policy tracking
log;

o Executive sign-off;

e Approval by Trust Executive Committee by end March 2021;

e Upload to Trust intranet and website as appropriate.

The period of review for policies is set at the time of the policy development or
review, with a process for tracking that the review happens at that approved
frequency. Policy reviews are brought forward where there is a change in legislation
or Trust process.

High-Level Controls

With the M&A Programme, the Finance work-stream has responsibility for the design,
development and implementation of the financial controls, processes and reporting
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standards for the merged organisation. This section summarises the approach being
taken across key areas.

Finance Directorate Structure
The Chief Financial Officer is a group Executive post responsible for the Finance
Directorates in both BSUH and WSH. The diagram below shows the senior finance

structures in each Trust

Figure 3.1 Finance Directorate Senior Structure

Chief Financial

Officer

BSUH

WSH

The finance functions of each Trust have remained separate during the Management
Contract, however, there has been a focus on collaborative working and common
policies, procedures and reporting which provides a foundation for the merged Trust.

The structure for an integrated finance function for the merged Trust will be
confirmed as part of the development of the corporate operating model. This will
build upon the strong foundations in place in both WSH and BSUH ensuring that
there is a strong business partnering model, supported by specialist technical
expertise.

Both WSH and BSUH have programmes that support and encourage training and
development of finance staff which will continue in the new Trust. Job descriptions
set out clearly the professional qualification level required for each job role. For core
finance functions, this would be a CCAB accounting qualification for all staff at
Agenda Change Band 8 and above.

Standing Financial Instructions and Delegated Financial Limits

Both Trusts reviewed their Standing Financial Instructions and Delegated Financial
Limits in March 2019. At this time both documents were aligned save for differences
that were required due to WSH’s Foundation Trust status versus BSUH’s NHS Trust
status. As part of the M&A programme of work, a light-touch review of SFls and
Delegated Financial Limits will take place, otherwise the WSH SFlIs and delegated
financial limits will be adopted for the enlarged Trust.
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General Ledger

As a single entity, the enlarged Trust will need to ensure that it can pay all of its
suppliers and be able to consolidate and report its financial performance. This will
ultimately require a single general ledger and single financial services function. A
robust and functional approach must be in place from 15t April 2021.

During August and September 2020 a series of workshops were held with senior
Finance staff from both organisations to consider the options for these services and
to recommend a preferred approach to the Trust Boards of BSUH and WSH.

In October 2020, the Trust Boards approved the following approach:

e from 1st April 2021, general ledger and financial services will be provided in-
house using the current BSUH Oracle ledger which will be upgraded to Oracle
r12 prior to 1% April 2021.

The upgrade of the new ledger will be undertaken in stages as follows:

The current Oracle r11 ledger used by BSUH will be prepared as a combined ledger

capable of reporting and supporting the merged Trust. In particular:

e Cost centres will be set-up for the WSH services and functions with a mapping to
current cost centres

e Account codes will be reviewed and an approach agreed for any areas of
difference between the two Trusts. Both Trusts currently have chart of accounts
that are based on the national chart of accounts so there is a high degree of
commonality and the number of areas requiring review is small.

e WSH suppliers will be cross-referenced with BSUH suppliers and any new
supplier records created

e WSH customers will be cross-referenced with BSUH customers and any new
customer records created

e User records will be set-up, but not activated, for WSH users.

The BSUH Oracle r11 ledger will be cut-over into Oracle r12. This will migrate all
standing data as well as financial data for BSUH.

WSH user records will be activated from 1% April 2021. WSH will complete its
2020/21 financial year-end on its current Oracle platform. Data will be cut-over to the
BSUH Oracle r12 ledger in line with the close-down timetable.

A working group led by the BSUH Deputy Director - Financial Management has been
established to undertake the upgrade and migration of the ledger. This has
membership from both BSUH and WSH teams. It also includes staff who were part
of the implementation of Oracle r12 in WSH from April 2020. This ensures that
lessons learnt from this migration can be transferred to this project. The working
group reports through the Financial Reporting Processes Steering Group (see
section 3.6).

Payroll
The enlarged Trust will need to ensure that it can pay all of its staff from 1 April

2021. This will ultimately require a single payroll function and a robust and functional
solution during the transition to this single function. Currently BSUH payroll is
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provided by an in-house service. WSH payroll services are outsourced and provided
by NHS Shared Business Services.

As with the General Ledger decision, a series of workshops were held with senior
stakeholders from HR and Finance during August and September 2020.

This process concluded that a merged payroll provision (VPD and provider) was the

desirable end-state. It was recommended that this should not be implemented for 1%
April 2021 to allow ongoing work to implement e-rostering in BSUH and to review (as
part of the transition and staff transfer) the local pay arrangements in place in BSUH.

The Trust Boards agreed that the enlarged Trust would not integrate its payroll
functions on 1st April 2021 and instead will operate an interim solution that maintains
the dual provision. Staff will continue to be paid monthly for substantive staff with the
option of weekly payment for bank staff. Existing payroll controls and processes will
continue in their current form (see also section 3.7).

The Trust Board further agreed that assessment of the options and timeline for full
integration of payroll services will take place later in the financial year with a decision
by the end of the financial year.

Financial Reporting Processes Steering Group

A Financial Reporting and Processes (FRP) Steering Group has been established to
define, implement and document all financial reporting and processes deliverables
required as part of the Transaction. The scope of “financial” processes includes
procurement and commissioning functions which are an integral part of both Finance
Directorates.

The Chief Financial Officer is the Executive Sponsor of FRP Steering Group, which is
co-chaired by the BSUH Finance Director and the M&A Financial Transaction
Director. A number of working groups have been established that report to the FRP
Steering Group. These are shown in Table 3.1:

Table 3.1 Financial Reporting Processes Working Groups

Working Group Scope

e Banking and cash management,
e Payables,
Financial e Receivables,
Services e VAT & Insurance,
e Non-Current Assets,
e Current Assets and Liabilities
e Design and implementation of interim solution
Payroll & e Options evaluation and appraisal for integrated function
Expenses e Expense payment

Scope, definition and implementation of the integrated single

oracle general ledger, including

e business intelligence and Hyperion reports;

e staff training;

e archiving, access and parallel running of old and new
systems, and

e contingency implementation plan.

Financial Ledger




Working Group Scope

Financial e Reporting arrangements and timescales;
Management & e Financial reports and revised management arrangements;
Opera%ional e Internal Reporting proformas;
Planning ¢ National submissions; Returns for new entity.
Costing e Costing systems and procedures; Cost collection returns
e NHS Contracts 2021/2022;
Contracting & e Other 2021/2022 Activity contracts;
Commissi(?ning e Commissioning intentions;
e Commissioner Requested Services.
¢ Internal audits;
e counter fraud;
e external audits;
Governance & . o : , .
Internal Control e Standing financial instructions and delegated financial
limits;
e Subsidiaries and joint ventures.
e NHS supply chain;
e Materials management;
. e Requisitioning and ordering,
-Fr,?g (?L?rgrrlr?eﬁt e catalogue management;
e contract management;
e Tendering;
e Pharmacy procurement

3.6.3. Each working group is led by a member of the senior finance team from either BSUH
or WSH. The working group leads have a range of experience of organisational
change and system implementation. Each working group has membership drawn
from both BSUH and WSH. Where the lead of the group is from BSUH then the
deputy is from WSH and vice versa.

3.6.4. Each of the working group leads is a member of the FRP Steering Group. In addition
there is representation on the Steering Group from Internal Audit and IT.

3.6.5. Each working group has developed a project plan which details tasks, key milestones
and key deliverables. This has been based upon “Combining NHS bodies: a
practical checklist for mergers and acquisitions®” and supplemented by the
knowledge and experience of the working groups and their teams.

3.6.6. The FRP Steering Group meets fortnightly and receives a highlight report from each
working group which details:

progress against key milestones;

risks to delivery;

items requiring support or direction from the wider FRP Steering Group; and
items for escalation to either the FRP Steering Group or M&A Steering Group or
Finance and Performance Committee.

3.6.7. In addition, the FRP Steering Group has developed a risk register which is reviewed
at each meeting. The risk register integrates with the corporate risk register and
feeds into the BAF strategic risk “We are unable to meet high standards of financial

2 HFMA November 2017



3.6.8. As a part of the M&A Finance work-stream, the FRP Steering Group reports to the
M&A Delivery Assurance Group and to the Executive M&A Steering Group.

-

Process Area \ Key Controls




3.7.2.

3.8.

3.8.1.

3.8.2.

3.8.3.

3.8.4.

3.8.5.

3.8.6.

3.8.7.

3.9.

Process Area \ Key Controls
Accounting to e review and approval of manual journals (segregation of
Reporting duty so manual journals cannot be self-approved)

e variance and trend analysis;

e monthly control account reconciliation and review;

e balance sheet reporting and review.

The Trusts rely primarily on Internal Audit to provide assurance over the design and
operating effectiveness of their internal controls. External Audit undertake further
substantive testing as part of the year-end audit process.

Budgeting and Forecasting

Both Trusts have medium term financial plans which have formed the basis for the
long term financial model that has been prepared to support the full business case for
the transaction.

Both Trusts produce an annual financial plan. The development of the financial plan
is approached using dual processes:

e Top down: quantification of the Core Financial Gap created to assess the
Trust’s affordability envelope and inform the scale of the efficiency expectation for
forthcoming year. This is developed through the application of National and local
planning assumptions, as well as known commitments.

e Bottom up: development of granular level activity, income, expenditure
workforce, capacity and efficiency plans. The impact of these plans is being
triangulated with operational, performance and workforce leads.

The financial plan is reviewed by the Finance and Performance Committee before
being presented to the Trust Board for approval prior to 15 April of each year.

In year financial performance is reported to the Trust Board and includes an update
on the actions which are required to deliver the financial control total, taking into
account current financial performance and projected commitments

WSH has reported a surplus and has delivered its control total in each of the
preceding two financial years.

After a sharp deterioration in financial performance at BSUH in the three years
preceding the Management Contract, financial performance at BSUH stabilised in
2017/18 due to the strengthened financial governance and control environment.
Further improvements in financial performance have been made in each year of the
Management Contract. The Trust has delivered its control total in each year of the
Management Contract and in 2019/20 reported a deficit of £26.1m - a significant
improvement from the underlying deficit of £59m prior to the Management Contract.

Alongside a robust system of internal financial control, the delivery of Trust-wide
efficiencies in excess of the national requirement has been a critical factor in
sustained delivery of a surplus position at WSH and stabilisation of the financial
position at BSUH.

Efficiency and Transformation Programme
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3.9.2.

3.9.3.

3.9.4.

3.10.

3.10.1.

3.10.2.

3.10.3.

3.10.4.

3.11.

3.11.1.

3.11.2.

WSH has several years’ experience of delivering recurrent quality-led efficiencies.
The Efficiency Programme governance system and processes have been tested and
validated through

e internal audit;

o external audit through their value for money assessment;

e NHSEI during the exit of BSUH from Financial Special Measures in 2018; and

e NHSEI in the WSH Use of Resources assessment in 2019 which resulted in

an ‘Outstanding’ rating.

Since the commencement of the Management Contract with BSUH, a Group Director
of Efficiency and Delivery has provided a single point of leadership for the
development and delivery of both Trusts’ Efficiency Programmes.

The governance system, proven to deliver results, in WSH was implemented in
BSUH from April 2017 and has delivered over £70m of recurrent cost reduction over
three years for BSUH, whilst continuing to deliver successful programmes at WSH.
The effectiveness of the Trust's approach to efficiency was extensively tested as part
of BSUH’s exit from financial special measures which was achieved in July 2018.

Both Trusts have a strong platform and have a robust approach to quality-led
sustainable efficiency that plays an important role in the financial sustainability of
each Trust. This approach will also ensure the enlarged Trust is able to deliver
continued efficiencies and the incremental benefits of merger.

Capital

The Chief Financial Officer has responsibility for the capital function in both WSH and
BSUH. This will continue to be the case in the enlarged Trust.

Under the Management Contract, the capital function has had a single point of
leadership from the Group Director of Capital Development and Property. A common
and consistent approach to management and development of the capital programme
has been established.

Both Trusts operate a consistent prioritisation process for capital expenditure aligned
to the risk register and Patient First. There is a multi-disciplinary approach to
prioritisation and governance including clinically-led prioritisation of medical
equipment which supports service modernisation, digital delivery and backlog
reduction.

The Capital Investment Groups in each Trust are chaired by the Chief Financial
Officer and provide oversight of the capital programme in each Trust. The terms of
reference, membership and function of the Capital Investment Groups are aligned
across BSUH and WSH. This stable and consistent approach to governance and
control will continue in the enlarged Trust and support early integration and the
establishment of a single Capital Investment Group for the merged Trust.

Audit and Counter Fraud

From the 1% April, the merged Trust will receive independent and management
assurance as follows:

External Audit: The external audit contracts for both BSUH and WSH will be at the
end of their contract term on completion of the 2020/21 audit. A tender for a new
external audit contract has been undertaken jointly with a view to making a single,



3.11.3.

3.11.4.

3.11.5.

3.11.6.

3.11.7.

3.11.8.

consistent appointment for each Trust that can transition to a single contract for the
enlarged Trust from 1%t April 2021. A preferred bidder has been selected and subject
to ratification from the WSH Council of Governors and BSUH Audit Committee,
contract award will take place in January 2021.

Internal Audit: BSUH and WSH have previously undertaken a joint tender for
internal audit services and made a common appointment from 1st July 2019. BDO
LLP are the internal auditors for both Trusts and will become the internal auditor for
the enlarged Trust from 1st April 2021.

The most recent (2019/20 financial year) Head of Internal Audit Opinions and Key
Financial Systems opinions for each Trust are summarised in Table 3.3. This shows
that both Trusts have robust and sound systems of internal control that provide a
platform from which to integrate.

Table 3.3 Audit Opinions for 2019/20 Financial Year

BSUH WSH
Moderate Moderate
Moderate Moderate Substantial Substantial

Where an audit receives limited assurance that report is presented to the Audit
Committee in full with the responsible Director in attendance. The Audit Committee
will monitor progress in implementing recommendations through the recommendation
follow-up report from Internal Audit and may request the responsible Director to
provide further updates dependent on the nature of the issues raised.

In 2019/20 and 2020/21 there have been two audits with limited assurance that
impact upon financial reporting processes as follows:

e Cyber Security: A progress update was received by both BSUH and WSH
Audit Committees in October 2020 from the Group Director of IM&T. This
detailed progress made in implementing recommendations and the actions
required to close the remain actions and to manage residual risk in the
interim. Both Committees were assured by the effective action taken in
respect of the audit findings.

e Contract Management (BSUH): The findings of this audit were reported in
January 2021. An action plan has been agreed and will be monitored by the
Audit Committee. Details of the findings have also been shared with the
Procurement working group that forms part of the FRP Steering Group. The
Procurement working group will ensure that the learning from the audit is
taken into account in the design of processes for the merged Trust.

Counter Fraud: Currently WSH contracts with RSM LLP for the provision of counter
fraud services and BSUH has an internal Local Counter Fraud Specialist (LCFS).
During the Management Contract, the two functions have liaised and worked closely
together to ensure a consistent approach across the two Trusts.

The NHS Counter Fraud Authority sets standards that support Trusts to
implementing appropriate measures to tackle fraud, bribery and corruption. The
Counter Fraud work plans in both Trust are structured to reflect the standards and
split into four key areas as summarised in table 3.4. The work plan is agreed






Table 3.4 Counter Fraud Work Areas

Strategic Governance Ensuring that anti-crime measures are embedded at all levels
across the Trust

Inform and Involve Raising awareness of crime risks against the NHS and
working with NHS staff and the public to publicise the risks
and effects of crime.

Prevent and Deter Discouraging individuals who may be tempted to commit
crime against the NHS and ensuring that opportunities for
crime to occur are minimised.

Hold to Account Detecting and investigating crime, prosecuting those who
have committed crimes and seeking redress.

3.11.9. A review of counter fraud provision will be undertaken as part of the development of

4.0

4.1.

4.2.

4.3.

4.4,

4.5,

the corporate target operating model. In the interim, and from 1t April 2021, the
contract with RSM will continue and there will be a formal protocol drawn that
outlines the co-operation and support arrangements with the in-house LCFS.

Risk Management Processes

Risk management is both a statutory requirement and a key aspect of good
governance. During the Management Contract the Trusts have aligned a number of
their governance, risk management and internal control processes including a
common risk appetite statement, a consistent Board Assurance Framework (BAF)
and a set of common information governance processes. This will provide the
foundation for the enlarged Trust from 1 April 2021 and the processes will mirror
those that are in place currently within BSUH and WSH.

The scope of the risk management strategy (which is consistent across both
organisations under the Management Contract) is to achieve the following;

o Ensure risk management is an integral part of open culture

o |dentify risks to achieving the Trust's objectives requiring intervention

¢ Drive a standardised, strategic and accessible approach to risk management.

The resources available for managing risk are finite and so the aim is to achieve an
optimum response to risk, prioritised in accordance with an initial evaluation. Risk is
unavoidable, and it is recognised that WSH, BSUH and the enlarged Trust all operate
in a high risk environment, and day to day management of risk is an expected and
integral part of the provision of healthcare. Both organisations take actions to
manage risk in a way that they can justify to a level which is tolerable based on their
risk appetite. This practice is consistent across both Trusts and will continue after
merger across the single enlarged Trust.

Both Trusts have a Risk Management Strategy and Policy, endorsed by the Board of
Directors. The Risk Management Strategies and Policies have been aligned during
the Management Contract. The Board of Directors recognise that risk management
is an integral part of good management practice and to be most effective should be
embedded in the Trust’s culture. Oversight of the key risks is assigned to a Board
Committee and each key risk has an named executive lead. The Chief Nurse is
accountable for the strategic development and implementation of organisational risk
management.

WSH and BSUH have a clearly defined risk appetite statement which is consistent
between the Trusts. These statements were developed in September 2018 and
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reviewed in March 2019, with an additional review of the clinical risk appetite
statement in October 2020 as the two Trusts moved into the restoration and recovery
phase following the first peak of the COVID-19 pandemic. The Board of the merged
Trusts will review its appetite for and attitude to risk at least annually, updating where
appropriate. The stated risk appetite will be used for setting the risk tolerances for
different strategic objectives of the organisation.

Risks are considered across the following categories;

Risks to patient care (linked to patient and quality strategic themes)

Risks to safety (linked to quality strategic theme)

Risks to sustainability (linked to sustainability strategic theme)

Risks to people (linked to people strategic theme)

Risks to systems and partnerships (linked to systems and partnerships strategic
theme)

Risk is managed and reviewed through the following related mechanisms
summarised in figure 4.1;

The Risk Appetite Statement is defined by the Board and defines the amount of
risk the Board is willing to accept in the delivery of the strategic objectives and
the levels within which risks should be managed.

The BAF sets out the risks which threaten the achievement of the strategic
objectives. These are referred to as strategic risks. Each risk on the BAF will be
assigned by the Board to one of its sub-committees for review and challenge.
Board sub-committees (after considering the assurances received) will make
recommendations to the Board related to any changes to individual BAF risks or
direct to the lead Executive to review the risk score ahead of the Committee’s
formal report to the Board, so the Board can consider the Committee’s view. The
Board retains oversight for the whole BAF and will actively consider it at each
meeting. The Audit Committee will receive the highly scored risks alongside the
BAF. The BAF will continue to be structured around the five domains of Patient
First and articulates thirteen strategic risks

The Corporate Risk Register, comprises all risks with a score of 12 and above
or which have an impact score of 5 (from both divisional and corporate
directorate risk registers). The TEC of the enlarged Trust will consider these
risks at each meeting. This will support the Trust in operating an effective risk
management approach.

Local Risk Registers, held at divisional and corporate directorate level are the
method through which risks will be recorded, reviewed and monitored through the
divisional governance structure

The Annual Governance Statement, signed by the Chief Executive as the
accountable officer, will set out the organisational approach to internal control in
line with other NHS organisations.



Figure 4.1 Risk Governance Process

time limited Board Committees Audit Committee
Committees*

Risk focused Review of individual BAF risk CRR and BAF
Local risk registers feed the CRR

* As required and agreed by Board

Specific focus,

Trust Executive
Committee (TEC)
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From a technology and service perspective, IM&T have been working to align our
systems, infrastructure and people for several years and as such, the merger is
considered a natural extension of established business as usual. Day one changes
to systems are negligible and the scope of work is concerned with external facing
systems such as NHS Mail, NHS Electronic Referral System, clinical and patient
correspondence and the patient portal. The bringing together of core clinical
systems, which in many cases are two instances of the same application for
Prescribing, Pathology, Radiology and Observations will be undertaken over several
years. The first major system planned will be the Patient Administration System
which is currently going through the business case approval process.

The IM&T Group Head of Programmes and Projects has oversight of all activities in
the M&A IM&T work-stream and dependent workstreams which includes Finance.
The IM&T Group Head of Programmes and Projects is a member of the Financial
Reporting Processes Steering Group (see section 3.6). Additionally, there is a
weekly meeting with technical and finance teams to ensure systems and processes
are in place to support the transition to a single ledger and requisite changes to IT
infrastructure. Through these structures, IM&T and Finance will ensure we have
service capability, systems and controls in place to support the delivery of robust
finance systems and financial reporting.

Performance and Reporting Framework

The management contract in place between WSH and BSUH has given the
opportunity for the two organisations to develop a single common and aligned
approach for the management of clinical and corporate performance. Patient First
provides the overarching structure in which the performance framework is delivered
through Board and Committee reporting, Strategic Deployment Reviews (SDR) and
divisional management.

In the new merged organisation the common and aligned approach taken for
performance reporting will be refined and enhanced to support the newly established
clinical and corporate operating models. Each of the Committees outlined in section
2.4 will receive bespoke performance reports that are being designed as part of the
merger process. The overarching performance to Board will be underpinned by a
single unified integrated quality and performance report (IQPR).

Integrated Quality and Performance Report (IQPR)

A common and aligned IQPR is currently produced on a monthly basis in each
respective organisation. The integrated quality and performance report for the newly
merged Trust will be aligned to the Patient First strategic themes and the Board
Committee structure. The IQPR will be drawn from the Committee reports and,
aligned to the Patient First strategic themes, priorities, and key deliverables. It will
also include reporting on other key metrics for example:

Finance and Capital (Sustainability)

Workforce (People)

Constitutional Standards (Systems and Partnerships)
Restoration and Recovery (Patient)

Quality and Patient Experience (Quality)

Reporting
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The information and reporting systems are currently different at WSH and BSUH and
whilst the longer term intention is to move to single systems, this will be undertaken
and completed within the post-transaction integration programme.

In the interim a single data warehouse is being developed to receive the information
from the respective halves of the new organisation and allow the generation of single
reporting for the newly merged Trust whilst maintaining granularity at a local hospital,
and specialty/service level. This will also service the external national and regional
performance reporting requirements. It is anticipated that shadow reporting will be
available in Q4 20/21 prior to the merger transaction at the start of Q1 21/22.

A working group, led by the Deputy Director of Performance, has been established to
oversee the development of the data warehouse. This group provides weekly
progress reports to Operational Readiness Forum to keep stakeholders informed and
escalate any issues to the Delivery Assurance Group or M&A Steering Group. The
group is taking a phased approach to the development of reports. In the first phase
the data warehouse will provide mandated external reports and Board and
Committee level reporting.

A comprehensive suite of management information is currently available to
operational and divisional management teams in a combination of directly accessible
dashboards and push reports that are refreshed at defined intervals. These will
continue to be available from 1% April 2021.

Further phases of reporting from the data warehouse will be included as part of the
post transaction integration plan. Further phases will be informed by the pace and
depth of integration in the clinical operating model and the pace and depth of
integration in information systems.

As a direct result of the previous work to deliver a common and aligned approach to
performance reporting, the organisation is confident that robust performance
reporting will be in place from the point of merger.

Information and Performance Team

The information and performance reporting structure is currently two separate teams
in each organisation however the roles of Director of Performance and Deputy
Director of Performance are common for both.

There are minor differences in the way the teams are structured and the
responsibilities that sit as the performance and information team portfolios. At WSH
workforce information and activity reporting is managed by the team whereas at
BSUH these components are managed outside of the team.

The intention will be to undertake a full merger of the performance and information
team and in addition standardise the approach to workforce and activity reporting
management. This will not be completed for the merger transaction but will instead
form part of the post-transaction integration programme. The existing arrangements
will continue in the interim.

Financial and Contractual Reporting

The financial reporting for the enlarged Trust will come from the single general ledger
from 1%t April 2021. Through its working groups the FRP Steering Group will provide
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oversight to ensure that appropriate financial reporting is in place from 15t April 2021.
The majority of this work will be undertaken by the General Ledger and Financial
Management working groups, although other groups will input as required.

The Costing working group will ensure that service line and patient level costing
reports are made available to the merged Trust. To enable the submission of the
2020/21 National Cost Collection, which must be completed for BSUH and WSH
separately, prior to moving to a single costing system the first service line reports will
be published for Q2 2021/22.

The Commissioning working group is closely aligned with work to develop the interim
data warehouse for the enlarged Trust to ensure that contractual and commissioning
data sets can be submitted to the required timescales.

Conclusion

A significant amount of commonality and alignment in corporate governance, internal
control and performance reporting has already been delivered across BSUH and
WSH under the existing Management Contract. The CQC assessment of both Trusts
in the Well Led domain demonstrates the quality and robustness of processes in
place. The creation of the merged Trust gives the opportunity to enhance and refine
this further.

On the basis of the strong foundations currently in place and the plans detailed in this
memorandum the Trusts believes that they have established robust systems and
procedures that will mean the Board of the enlarged Trust can be assured that it will
be provided with the information it needs to assess and reach proper judgment on as
to the performance, financial position and prospects of the enlarged Trust



Appendix 1:

Board Statement in respect of Financial Reporting Procedures.

NHS Improvement
Skipton House

80 London Road
London, SE1 6LH

DATE

Dear Sirs

Financial reporting procedures
University Hospitals Sussex NHS Foundation Trust (‘the enlarged trust’)

The Boards of Directors of Western Sussex Hospitals NHS Foundation Trust and Brighton
and Sussex University Hospitals NHS Trust confirm that they have established procedures
for the enlarged trust that provide a reasonable basis for them to reach proper judgement
as to the financial position and prospects of the enlarged trust.

The basis of the boards of directors’ confirmation is set out in the attached board
memorandum dated [date]. This describes a range of financial reporting procedures for the
enlarged trust for which plans have been drawn up by the boards of directors, but which the
boards of directors have not brought into operation as of the current date. The boards of
directors confirm that they are committed to ensuring that these financial reporting
procedures are brought into operation and subsequently operated in accordance with the
plans.

Yours faithfully

[Name] [Name]
On behalf of the Board of On behalf of the Board of
Western Sussex Hospitals Brighton and Sussex University Hospitals

NHS Foundation Trust NHS Trust
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Western Sussex Hospitals Brighton and Sussex
NHS Foundation Trust University Hospitals
NHS Trust

Agenda Item: - VSR Trust Board Meeting Date: [EER

January
2021
Board Memorandum - Post Transaction Integration Plan for the Merger via
Acquisition of BSUH by WSHFT

Sponsoring Executive Director:

Report Title:

Author(s): Pete Landstrom, Chief Delivery and Strategy Officer (Executive
Lead for the PTIP)

Oliver Phillips, Director of Strategy and Planning (SRO for the
PTIP)

Ali McKinlay, Head of Business Development

2 olelan ol MU WA e] S e (ST M)A Post Transaction Integration Plan for the Merger via Acquisition
and date: of BSUH by WSHFT — 7" January 2021

Purpose of the report:
Information

Assurance ]
Approval / Agreement v

Reason for submission to Trust Board in Private only (where relevant):
Commercial confidentiality Staff confidentiality ]

Patient confidentiality Other exceptional circumstances v
Link to Trust Strategic Themes:

o

Review and Discussion

OO

Patient Care v Sustainability v
Our People v Quality v
Systems and Partnerships v
Quality N/A
Financial

N/A
Workforce

N/A
Safe v Effective 4
Caring v Responsive v
Well-led v Use of Resources v

Communication and Consultation:

N/A
Executive Summary:

The Boards approved the Post Transaction Integration Plan (PTIP) for the acquisition of BSUH by
WSHFT at its Board meeting on 7" January 2021. The PTIP was then submitted to NHSEI on 8"
January 2021 as part of the Stage 2 submissions.

In addition to the PTIP itself NHSEI will, as part of its overall assessment of the acquisition, request
evidence that the Trust boards have reviewed the content of the PTIP with reference to the Board
Memorandum.

With approval of the PTIP Board Memorandum the Board are confident that the following areas are
addressed in the PTIP and can confirm that it;
e Was prepared in accordance with applicable NHSI guidance and good practice
e Addresses/outlines the benefits to be derived from the transaction including synergies, cost
reductions and increases in revenue




e Addresses/outlines the feasibility of the proposed organisational structure and changes from
the current state

e Addresses/outlines the feasibility of the timeline

e Addresses/outlines the risk management strategy for all risks considered material by the
current board of directors and the qualified professional advisor to the integration

o Addresses/outlines the plans to resolve any service development problems

e Addresses/outlines the detailed plans to address any current non-achievement of national
targets or core standards as well as plans to ensure ongoing compliance with national targets
and core standards

Key Recommendation(s):

The Committee is asked to;

1) APPROVE the PTIP Board Memorandum for submission to NHSEI




Acquisition of Brighton and Sussex University Hospitals NHS Trust

Board memorandum — Post Transaction Integration Plan

Date: 28" January 2021

NHS Improvement will, as part of its overall assessment of the acquisition, request evidence that the trust boards have reviewed the post
transaction integration plan (PTIP). This table sets out Western Sussex Hospitals NHS FT and Brighton and Sussex University Hospitals NHS
Trust response to each statement with a summary of the supporting rationale.

Statement

Board response

Supporting rationale

The PTIP was prepared in
accordance with applicable
NHSI guidance and good
practice.

The Board is satisfied that
good practice as contained
within the NHSI Transaction
Guidance has been followed

The good practice and advice contained within the NHSI Transaction Guidance
(November 2017) has been used in the development of the PTIP (and the
FBC) and the national lessons learnt have been taken into account within the
approach to developing the merger plan and proposals.

The PTIP
addresses/outlines the
benefits to be derived
from the transaction
including synergies, cost
reductions and increases
in revenue

The Board is satisfied that
benefits and incremental
efficiencies have been
presented.

The benefit and incremental efficiencies in the PTIP are consistent with those
presented in the FBC.

The merger of the two Trusts brings a broad range of benefits, both to patients
and to the organisation which are set out in the PTIP. The Trusts have agreed
a joint approach to identifying, prioritising, and realising the benefits of merger
and the new Trust will apply its tried and proven Patient First approach to
support delivery of these.




Statement

Board response

Supporting rationale

The benefits identified have been mapped to specific Breakthrough Obijectives,
Strategic Initiatives, Corporate Projects, or elements of the new integrated
structure which will ensure that the potential benefits are properly scoped,
owned, and realised. Incremental benefits identified will also be mapped to
these and have been aligned with the Trust's efficiency programme.
Temporary increases in revenue related to the merger are included in the FBC
and as such are not included within the PTIP.

The PTIP
addresses/outlines the
feasibility of the
proposed organisational
structure and changes
from the current state

The Board is satisfied that
the process to agree a hew
organisational structure is
feasible.

The programme is designed to ensure the Trust continues to deliver safe and
effective services and that merger does not disrupt this.

The PTIP sets out the current state of corporate services and describes the
work which has commenced to agree future operating models with process to
move to interim structures (and final where appropriate) and processes from
April 2021 and final structures from October 2021.

The current state of clinical services is described and a process to develop the
new operating model is being agreed. Steady state will be maintained until at
least April 2021. Implementation will be staged and formal change process is
expected to be September 2021 in advance of Winter 2021.

The PTIP sets out the rationale to only change what has to be changed in
advance of 1st April 2021 meaning a significant amount of integration activity
will take place in the first year of the new Trust. The current arrangements in
the form of aligned corporate systems and processes and single points of
leadership significantly reduces the scope, risk and allows the new Trust to
keep clinical services in their current configuration until after 1st April 2021
without any significant additional risk. Day 1 readiness changes are
understood and have project plans supported by M&A PMO.

The PTIP
addresses/outlines the
feasibility of the timeline

The Board is satisfied that
the timeline is feasible.

The Boards of WSHFT and BSUH have agreed an objective that by the end of
Q4 2021/22, integration to the Target Operating Model (TOM) for the new
organisation is complete, enabling onward delivery of transformation benefits
over the next 2-3 years through established BAU processes and structures.




Statement

Board response

Supporting rationale

The timelines for the development and delivery of the clinical and corporate
operating models set out in the PTIP support this timeframe.

A significant amount of the integration required to form a new Trust has already
occurred under the Management Contract, and there is a solid foundation in
place for the remaining work that is needed to complete full integration of the
new organisation. Single points of leadership are already in place in a range of
corporate services to enable this. A People Plan supporting the cultural and
workforce development of the new Trust has been developed and supports
integration.

The new merged Trust will continue to be safe and effective, and will
implement further integration plans as conditions allow. Lead executives will
confirm the depth and pace of integration of services in their portfolio. Sign off
of integration plans will take place at M&A Steering Group and then by the
Board, recognising and triangulating the cross-organisational impact of
changing business processes and people structures.

The Trust continues to successfully manage the consequences of the COVID-
19 pandemic at the same time as preparing for Day 1 of the merger. However
the ongoing nature of the pandemic may require some of the subsequent
timeline to be reviewed.

The PTIP
addresses/outlines the risk
management strategy for
all risks considered
material by the current
board of directors and the
qualified professional
advisor to the integration

The Board is satisfied that
the risk management
strategy meets the needs of
the project and is consistent
with overall Trust risk
management approach.

The approach to risk management for integration is as described in the FBC for
the overall transaction. The process includes an Executive owned risk register,
regular programme risk register review and oversight, and identification of risks
at all levels of the project. This process will continue as the project moves into
the delivery of integration plans as described in the PTIP.

In addition the Trusts have reviewed learning from other mergers. This
indicates the highest generic risk to the success of mergers is associated with
the management of changes to clinical services or the operational or clinical
leadership of these services. Given this, and the concurrent specific NHS wide
challenges of managing the COVID-19 pandemic response, the Trusts have
taken steps to reduce this risk as follows;




Statement Board response Supporting rationale
o Development of the clinical strategy in an inclusive way so a broad
cross section of clinicians will influence the clinical strategy and
priorities for change
e A process for co-design of the Clinical Operating Model with clinical
and operational leaders
e Staggered implementation of the Corporate Operating Model to
Director level in advance of changes to the Clinical Operating Model
to provide stable corporate leadership to support the changes
e Atimetable for operational service changes that limits significant
changes until after the winter and expected pandemic period.
The PTIP The Board is satisfied that As described in both the FBC and the PTIP the merger does not propose to

addresses/outlines the
plans to resolve any
service development
problems

the benefits of merger will
positively impact on service
delivery and there will be no
negative impacts as a result
of merger

make any immediate changes to services and the integration approach and
phasing is designed to protect the delivery of clinical services (see supporting
rationale above).

The approach and delivery plans to achieve full integration will be embedded
and delivered through the business as usual (BAU) processes, principally
through the new single Patient First Strategy, and the Strategy Deployment
system and processes of the new organisation. Strategy Deployment takes the
five strategic themes identified in the Patient First triangle— Patient; Quality;
Sustainability; People; Systems & Partnerships — and identifies for each of
these the True North key goals, with supporting Breakthrough Objectives,
Strategic Initiatives, and Corporate Projects.

The new successful development and delivery of the Clinical Strategy, as one
of the new Strategic Initiatives, will support the delivery of a number of the
benefits associated with the merger. These include;

Ensuring the Trust’s clinical services are sustainable

Supporting specialist services in Sussex

Improving clinical pathways for patients

Improving the Trust's ability to meet demand for services




Statement

Board response

Supporting rationale

The PTIP
addresses/outlines the
detailed plans to address
any current non-
achievement of national
targets or core standards
as well as plans to ensure
ongoing compliance with
national targets and core
standards

The Board is satisfied that
there will be long term
benefits to the achievement
of national standards and are
assured there will be no
short term negative impacts
of merger.

As described in the FBC and the PTIP the merger does not propose to make
make any immediate changes to services.

The compliance with national targets and cord standards are currently subject
to the current local and national picture related to the COVID-19 pandemic and
agreed Restore, Refresh and Recover plans.

This statement was considered at a Board meeting of Western Sussex Hospitals NHS FT on 28" January 2021

At this meeting this Board approved the statement be signed by the Chair and CEO on behalf of both Boards [minute xxxx]

Dame Marianne Griffiths

Chief Executive

Alan McCarthy

Chair
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Executive Summary:

As part of the transaction NHS E/I require a Board memorandum on the enlarged Trust's quality
governance framework to accompany a template letter.

The attached memorandum details the process being applied to the development of the Trust’'s quality
governance framework, confirmation of the executive leadership in this are remains with the current
Chief Medical Officer and two Chief Nurses, and draws out the outcome of previous reviews of both
BSUH and WSHFT frameworks which concluded these to be both robust.

Key Recommendation(s):
The Boards are asked to;

1) APPROVE the DRAFT quality governance memorandum for submission to NHS E/I.




Merger of Western Sussex Hospitals NHS Foundation Trust and Brighton &
Sussex University Hospitals NHS Trust

Quality Governance Framework

Board Memorandum - DRAFT

Date: XXXXXX

Introduction

This memorandum describes the frameworks and structures for the delivery of robust
clinical governance across the new merged Trust. The Chief Medical Officer and Chief
Nurse are principally responsible for the delivery of quality, clinical governance and
professional clinical leadership across the merged FT.

During the management contract the Board of Western Sussex Hospitals NHS FT
supported Brighton and Sussex University Hospitals NHS Trust to improve its quality
governance processes. This work saw BSUH exit quality special measures following
receipt of the CQC inspection report in January 2019 which rated the Trust overall as
good rating and outstanding for caring.

The retention of this culture supporting proactive quality improvement is a
fundamental priority across the new merged Trust.

The development of the post-transaction quality governance arrangements

The current operating models and service arrangements across the two Trusts are
broadly similar to one another with differences primarily as a result of the tertiary
nature of some services at BSUH. These similar structures provide a strong
foundation and support the transition to the new clinical operating model in the new
Trust.

The decision to not change clinical service configuration in advance of Day 1 means
there are a limited number of changes required before 1 April 2021. The changes are
limited to three areas; a merged Command and Control plan, an Emergency
Prevention, Preparedness, and Response (EPPR) plan, and identified priority
policies merged and approved.



The process to design the new operating model will follow a set of design principles
that will;

e Ensure there is engagement and input from the existing clinical and
managerial leads in the two Trusts

¢ Align the proposals to ensure facilitation of the emerging Clinical Strategy

e Organise services based on a bottom-up principle

e Maintain established principles underpinning the Trusts’ triumvirate leadership
model

e Maintain the divisional, directorate and specialty level framework and
leadership

e Ensure Clinical Operational services are the ‘spine’ of the organisation, and
corporate support services will orientate around these, where relevant
providing a Business Partner support arrangement to supplement the
triumvirate leadership

With the maintenance of a strong focus on locality and hospital identity and the
ongoing Integrated Care System (ICS) establishment of Place-based planning and
delivery, the clinical operating model will reflect a Place arrangement, with West
Sussex Place and Brighton and Hove Place. The two new Managing Director roles
will be responsible for the leadership of operational services through a Divisional
structure, and will take lead responsibility for these two Places. Clinical Divisions and
the services within the merged Trust will be aligned to the relevant MD taking account
of the primary hospital and locality based alignment, the opportunities for service
transformation and integration, and the centring of tertiary services at the RSCH site.

The Clinical Operating Model integration process will be as follows;

e Run a steady state until at least April 2021 and develop inputs to inform the
Clinical Operating Model (inputs include the clinical strategy, operational and
clinical engagement process, service alignment to Place, and operational unit
benchmarking)

e Develop a proposed model and integration plan from April 2021 to June 2021
with staged implementation and change process

e Complete the formal change process with material changes completed by the
end of September 2021, recognising the need to transition to provide stability
prior to entering into Winter 2021

Executive Leadership for Clinical Governance

The enlarged Trust will retain its Executive leadership for clinical governance which
will be delivered through the two Board roles of Chief Medical Officer and Chief Nurse

These roles are briefly described below



Chief Medical Officer Role

The Chief Medical Officer will remain responsible for providing the medical leadership
to the Trust, which includes monitoring and improving the quality of clinical services,
teaching and research, and maintaining high professional standards. The Chief
Medical Officer reports to the Chief Executive on all disciplinary matters regarding
doctors and is jointly responsible, with the Chief Nurse, for Quality within the Trust.

The Chief Medical Officer is also the Trust lead executive director for Research,
Patient Safety, Clinical Audit and Clinical Effectiveness.

Supporting the Chief Medical Officer are two Medical Directors covering West
Sussex and Brighton & Hove Places who will support the Chief Medical Officer with:

= Job Planning

= Medical Appraisal and Revalidation Processes

= Professional Medical Leadership

= Medical and Dental Education

= Implementation of uniform Professional Standards

= Research and Innovation

= Safe working including linking with the Guardian for Safe Working
=  Working with the Caldicott Guardian

Chief Nurse Role

The Chief Nurse position will provide professional leadership to the Trust’'s nurses,
midwives and allied health professionals and scientists (AHPs) ensuring the delivery
of safe, high quality care. The Chief Nurse positon also has executive responsibility
for patient experience and joint responsibility with the Chief Medical Officer for patient
safety, including management and clinical quality The Chief Nurse position will be
responsible for setting a strategy for these professional groups and support services
that recruits, nurtures, develops and retains a compassionate, skilled and flexible
workforce that is able to deliver the highest quality of care in line with the Trusts
values.

Given the breadth of this position the Board has taken the decision to have this role
delivered by the two highly quality chief nurses from the former Trusts with clear role
descriptions for each.

Clinical governance and quality reporting processes

As part of the merger planning a review of both BSUH and WSHFT quality
governance frameworks was undertaken by the Good Governance Institute (GGI) to
support the retention of the best of the current processes within the design of the
enlarged quality governance frameworks.

The work undertaken by GGI complements the work of the Trust and has enabled
the development of a comprehensive readiness plan to allow the merged Trust to
retain the “best” from both Trust's quality governance structures that will support the
reporting to the Board Quality Committee. This reporting will continue to be delivered



through the three pillars of Clinical Outcomes and Effectiveness, Patient Safety and
Patient Experience and Engagement.

Complementing the Quality Committee is a separate Patient Committee allowing the
Board to gain assurance that the patient voice is heard and acted on when
implementing quality improvements.

The Patient Committee and Quality Committee of the Board have responsibility for
the oversight of the assurance in respect of

» ensuring required standards are achieved (internal and external)

» investigating and taking action on substandard performance

= |earning from incidents, complaints, national alerts, or external inspections
to drive continuous improvement

» identifying, sharing and ensuring delivery of best practice for research and
clinical audit

» jdentification and management risks to quality of care through oversight of
the patient and quality aligned segments of the Board Assurance
Framework

The robust assurance reporting to the Board Patient and Quality Committees will be
complemented by the Committees focus on the Trust’s patient and quality true north,
breakthrough objectives and relevant corporate projects.

As with the development of the clinical governance framework the Trust’s integrated
guality dashboards will be refined to ensure they mirror the developed operational
model.

External Assessments of the Trusts’ Quality Governance Frameworks

The proposed model outlined above is built on the firm foundations of good
governance that each Trust has developed.

Brighton and Sussex University Hospitals NHS Trust

Through the management contract the Executives established a revised quality
governance framework. The adoption and delivery of this revised framework
supported the decision by the CQC to remove the Trust from quality special measures
after its inspection in 2019. The Trust’s Internal Auditors also undertook a review of
these processes in 2019/20 and concluded that the changes made had become
embedded with the Trust.



Western Sussex Hospitals NHS Foundation Trust

The last independent ‘Well-led Review’ of Western Sussex Hospitals governance
framework and processes was carried out and reported in early 2019. This review
was based around the 8 ‘Key Lines of Enquiry’ contained within the NHSI ‘Well-Led’
framework.

Is there the leadership Is there a clear vision and

capacity and capability to credible strategy to deliver Is there a culture
P el or ok I:Jalit high quality, sustainable care of high quality,
gad Y, to people, and robust sustainable care?

sustainable care? h
plans to deliver?

5]

Io Are there clear
responsibilities, roles and
systems of accountability to
support good governance and
management?

. Are there clear and

Are services effective processes for
well led? managing risks, issues and

performance?

(8]

Are there robust systems
and processes for learning,
continuous improvement

and innovation?

Are the people who use
services, the public, staff and
external partners engaged
and involved to support high
quality sustainable services?

o
Is appropriate and
accurate information being
effectively processed,
challenged and acted on?

The overall finding from the 2019 independent review was

We [Deloitte] are of the view that the governance arrangements in place at
WSHFT are highly effective, with a clear sense of purpose and values,
enabling a culture of continuous improvement and innovation focusing on the
patient. Many of the attributes of a high performing organisation as defined
within the well led framework were evident throughout our review.

The review emphasised that the Trust performed strongly in each of the eight key lines
of enquiry and that the Trust possesses an experienced and impressive board and
leadership team that creates a positive impact on clinical, quality and organisational
leadership within the Trust.

The merger sees this team remain with complementary appointments being made both
the Executive and Non Executives to bring further capacity to the Board to rise to the
challenge of being the larger Trust.

Conclusion

Western Sussex Hospitals has a track record of delivering outstanding and high
guality care across all its sites, supported by the retention of its outstanding rating at
its last CQC inspection and we are confident in our ability to continue to deliver a
robust clinical governance framework in the merged FT.

In conclusion, it is considered that Western Sussex Hospitals through the retention of
its existing highly commended quality governance structures, supported by a clear



development plan as the clinical and operating models are developed for the enlarged
Trust, will ensure effective monitoring and the continuous improvement of services to
patients. In particular, our processes will continue to:

= ensure required standards are achieved (internal and external)

» investigate and take action on substandard performance

= plan and manage continuous improvement

= identify, share and ensure the delivery of best practice

= identify and manage risks to quality of care aligned to our stated risk appetites.

Judgements made by the CQC leading to Western Sussex Hospitals securing
outstanding in each of the CQC domains support the Western Sussex Hospitals Board’s
view as to the robustness of the Trust's quality framework. This view is further
complemented by the CQC’s own view of the significant improvements brought about
by Western Sussex Hospitals, through the management contract, which led to Brighton
and Sussex University Hospitals being lifted out of quality special measures at its last
inspection.
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Any implications for:

Quality The availability of sufficient working capital to make timely payments to suppliers is
important for ensuring continuity of supply of critical goods and services for the
delivery of healthcare.

Financial The Working Capital Memorandum confirms that the Trust has sufficient working
capital for a period of at least 12 months post merger in both a base case and a
reasonable set of downside scenarios.

Sustainability
Quality

O

oo

Workforce The availability of sufficient working capital to make timely payments to staff is
important for ensuring safe staffing levels for the delivery of healthcare.

Safe O Effective O

Caring Ol Responsive O

Well-led v Use of Resources v

Communication and Consultation:
The financial projections in the Working Capital memorandum have been taken from the Long Term
Financial Model which informed the Full Business Case for the transaction. The Board was briefed on

the financial model and financial projections in November 2020.
Executive Summary:
As part of the approval process for the Transaction, the Trust Boards are asked to produce a Board

statement (see Appendix 3), supported by a Board memorandum which summarises the working
capital position of the merged Trust in the first two years post transaction.

The Working Capital Memorandum sets out :
¢ financial projections for the first two years post transaction;
e key assumptions;
e downsides and sensitivity analysis




The Working Capital memorandum is one of four memorandums or plans that are produced as part of
the Transaction (the other documents are: Financial Reporting Procedures Memorandum, Post

Transaction Integration Plan and Quality Governance Memorandum).
Key Recommendation(s):

The Trust Board is asked to approve the draft Working Capital Memorandum for submission to NHSEI.




Acquisition of Brighton and Sussex University Hospitals NHS Trust by Western
Sussex Hospitals NHS Foundation Trust

Working Capital
Board Memorandum
Date: [date]

1.0 Introduction

1.1. The Boards of Brighton and Sussex University Hospitals NHS Trust (BSUH) and
Western Sussex Hospitals NHS Foundation Trust (WSH) have approved a full
business case for the two organisations to merge with effect from 15t April 2021. The
legal form of the transaction will be the acquisition of BSUH by WSH under section
56A of the NHS Act 2006.

1.2. This memorandum sets out

The financial modelling approach including key financial assumptions;

¢ Financial projections for the first two years post transaction (April 2021 - March
2023);

o Downside and sensitivity analysis;

e Preparations for the 2021/22 financial framework

2.0 Financial Modelling Approach

2.1. During the 2020/21 financial year there were multiple changes to an interim financial
framework with further changes expected for the 2021/22 financial year.

2.2.  In order to ensure a consistent baseline from which to assess the incremental
benefits of the merger, the out-turn and forecast projections for the Trusts, whether
as standalone organisations or as a merged entity, have used the Aligned Incentives
Contracts in place during 2019/20 as a baseline and applied forecast assumptions as
set out in the NHS Long Term Plan. 2020/21 has been treated as a year without
COVID.

2.3.  This approach ensures consistency with the BSUH medium term financial proposition
which was agreed in August 2019 and updated in October 2019. As part of this
financial agreement, BSUH secured guaranteed financial support in 2022/23 and
2023/24 to deliver a break-even position from 2022/23.

2.4.  Since the agreement of the medium term financial proposition, there has been a
confirmed delay to the delivery of the 3Ts programme. A 3Ts FBC addendum
business case was submitted to NHSEI on 9™ October 2020. The following
assumptions per the FBC addendum preferred option have been applied in the
updated Medium Term Financial Plan, with consequential changes to 3Ts
incremental operational costs, income and savings modelled:

e The completion of Stage 1 is delayed to November 2022, with a soft opening
in December 2022 and full operation from March 2023



2.5

2.6.

2.7.

2.8.

3.0

3.1.

e The capital cost up to the completion Stage 1 increases by £105m, phased
into 2020/21 to 2022/23, all of which is impaired when the asset comes into
use.

e The cost of Stages 2 and 3 is left unchanged in the FBC addendum but is re-
phased, with work on Stage 2 now planned to commence in February 2023.

There have also been a number of changes to the national financial regime that will

impact on the settlement figures as follows: :

¢ Change to the Provider Sustainability and Financial Recovery Funds to support
break-even delivery in all providers;

¢ Reduction in NHS Specialised Commissioning CQUIN; and

e Debt to equity swap.

The BSUH Medium Term Financial Plan has been updated to reflect these changes
and the anticipated level of FRF support, consistent with the principles agreed within
the financial settlement. Table 2.1 summarises the anticipated changes to the FRF

and the BSUH financial trajectory.

Table 2.1: BSUH Revised Trajectory and FRF Support

£000s 2021/22 2022/23 ~ 2023/24 2024/25 2025/26
Agreed proposition FRF 39,843 40,700 38,200

Notified 2020/21 revisions

Confirmed FRF 39,843 40,700 38,200 0 0
Neutralise debt for equity swap impact 1,387 1,402 1,432 1,490 1,548
NHSE Spec. Comm. CQUIN % reduction adjustment 334 334 334 334 334
Assumed FRF (giving £5m reduction per year) 33,142 28,084
Total FRF 41,564 42,436 39,966 34,966 29,966

Table 2.1 represents the position under the 2020/21 financial planning principles.
The financial framework for 2021/22 is expected to be published later in the year and
may have a further impact on the financial settlement. However, the principles of the
financial settlement agreed between BSUH and NHSEI are expected to be
maintained. In addition, it is important to note that the medium term financial
proposition assumed that the FRF received would be excluded from the PDC
dividend calculation; this treatment is yet to be confirmed by the regulator. The same
assumption is used for the financial modelling that supports both the full business
case for the transaction and this working capital memorandum.

Further information in relation to the financial modelling assumptions is summarised
in Appendix 1.

Base-Case Financial Projection

The Full Business Case and Long-Term Financial Model set out the financial

projections for the merged Trust for the period 1% April 2021 to 315 March 2026.
These are summarised in the table 3.1.



3.2.

3.3.

3.4.

Table 3.1 Financial Projections for University Hospitals Sussex

£m Mar - 22 Mar - 23 Mar - 24 Mar - 25 Mar - 26
Income 1,186.35 1,227.79 1,269.68 1,313.32 1,358.12
Expenditure (1,182.26) (1,469.13) (1,251.15) (1,298.41) (1,377.41)
Operating Surplus / (Deficit) 4.09 (241.34) 18.54 14.92 (19.29)
Non-Operating expenses (18.50) (20.01) (21.90) (19.76) (19.73)
Surplus / (Deficit) (14.41) (261.34) (3.36) (4.84) (39.02)
Add back:

Impairments 14.45 263.82 5.91 491 39.09
Donated asset income (1.52) (1.53) (1.53) (1.53) (1.53)
Donated asset depreciation 1.58 1.58 1.58 1.58 1.58
Adjusted Surplus/(Deficit) inc FRF 0.09 2.53 2.60 0.12 0.12
Cash and Cash Equivalents at 31st March 22.23 17.62 15.37 14.89 15.52
Financial Risk Rating (SOF) 1 1 1 1 1

In the counter-factual both Trusts have a sustainable financial position. The merger
and opportunities afforded from economies of scale and the resulting incremental
financial benefits will give the new Trust the head-room to invest in developing more
resilient services and improving patient experience whilst maintaining a resilient and
sustainable financial position. In particular:

o the adjusted financial performance (control total) is break-even or better

throughout the forecast period;
¢ the year-end cash balance is positive and in excess of £10m;
e the financial risk rating in the Single Oversight Framework (SOF) is a “1”.

Figure 3.1 below shows the profile of the monthly cash balance between April 2021
and March 2023. This demonstrates that the base case scenario maintains a
positive cash balance on monthly basis for the first two years post transaction.

Figure 3.1: Monthly Cash Profile for April 2021 - March 2023
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Appendix 2 provides further detail on the monthly projections for the first two years
post-transaction.



4.0

4.1.

4.2.

Downside Sensitivities

In the development of the Full Business Case the Trust developed a number of
financial scenarios to test the sensitivity of the financial projections to variations in
modelling assumptions. These are shown in table 4.1.

Table 4.1 Financial Sensitivity Scenarios

Sensitivity Comment Adjustment to be
tested
Security of The funding shown in the model is based on Funding is 1% per
income national tariff and a cost and volume contract. In | annum lower than
the Aligned Incentives Contracts that BSUH and modelled in base
WSHFT had with commissioners in 2019/20, in case with no
the Long Term plan and in the 2020/21 financial commensurate
framework there has been an increasing shift reduction in
towards blended payment models, meaning that activity levels.
activity growth is increasingly likely to be funded
at marginal rates.
There is a further risk that funding in future years
will be constrained due to the economic impacts
from COVID-19 and local and national “lock-
downs”.
Workforce The WSHFT medium term plan identified an Model wte at 0.5%
pressures emerging pressure from workforce gaps which higher than

will need to be addressed through efficiency and
transformation schemes. The BSUH medium
term financial plan assumes that there will be an
opportunity to mitigate workforce growth that
would otherwise arise following the opening of the
3Ts development.

There is a risk that either the total workforce
required to deliver the forecast activity levels
increases or that there is an increased usage of
premium rate staffing (or both)

currently forecast
and increase the
proportion of the
workforce that is
filled by temporary
staff by 5%.

Under-delivery
of efficiencies

It is assumed that recurrent efficiencies will be
delivered in both the counterfactual and merger
models. The total efficiency requirement exceeds
the national efficiency requirement of 1.1% due to
the impact of the MFF reduction and the
underlying BSUH financial position.

Delivery of variable levels of efficiency will be
tested.

Efficiency delivery
is 0.5% lower than
planned.

Under-delivery
of incremental
merger benefits

There is a risk that the incremental benefits of the
merger are not delivered to the extent anticipated
and/or as quickly as anticipated

50% downside risk
on incremental
benefits

Excess
transaction
costs

Due to the complex nature of the change and the
developing organisational structures the
transaction costs and costs of change will be
higher than estimated

25% increase in
transaction costs

The remainder of this section outlines the impact of the sensitivities on the financial
projections in the first two years post-merger. The sensitised performance has been
based on each risk occurring in isolation. No attempt has been made to consider a
number of risks happening in combination, but it is considered that this analysis is




4.3.

4.4,

4.5.

4.6.

adequate to broadly show the extent to which each risk would affect the control total
trajectory and test the robustness of plans.

The intention of the modelling is to understand the sensitivity of the financial
projections to changes in the assumptions and the potential surplus/(deficit) and cash
range. As such full mitigations have not been deployed, however, where there was
discretionary revenue investment this was adjusted in each scenario based on the
extent to which the investment is either uncommitted or could reasonably have been
foreseen as unaffordable.

Table 4.2 shows the year-end cash balance for each of the scenarios. In each
scenario a positive cash balance is maintained. Appendix 2 provides further detail of
the monthly profile under each scenario and demonstrates a positive monthly cash
balance is maintained in each scenario.

Table 4.2: Year-End Cash Balance for Financial Scenarios

Variance (v. Base Case

Cash and Cash Equivalents (Em) Mar - 22 Mar - 23

Base Case 22.23 17.62

Income Security 11.35 2.21 (10.88) (15.412)
Workforce Pressures 18.07 13.31 (4.16) (4.31)
Under-delivery of Efficiencies 16.83 6.53 (5.40) (11.09)
Under-delivery of Incremental Benefits 20.56 14.16 (1.67) (3.46)
Increased Transaction Costs 21.13 16.14 (1.10) (1.48)

The risk rating is also affected in each sensitivity scenario due to the lower I&E
margin and reduced liquidity position. Despite the reduction, in each scenario a risk
rating of ‘2" is maintained in both 2021/22 and 2022/23.

In the event that any of these scenarios were to occur the Trust would take steps to
mitigate their impact and improve the underlying financial position. Table 4.3 shows
the financial mitigations for each of the sensitivity scenarios.

Table 4.3 Financial Mitigations

Security of e Engagement with ICS - including leadership and participation in

income strategic and operational planning and oversight groups.

e ICS Acute Services Review will identify opportunities for
collaboration across the ICS. These opportunities have not been
modelled in the base case for the merged organisation and will
provide opportunities to reduce the cost of delivering acute
services in the ICS.

Workforce e Medical and Nursing payhill reduction will be Patient First break-
pressures through objective with oversight by the appropriate Board
Committee




4.7.

5.0

5.1.

5.2.

Sensitivity Mitigations

Non-delivery of | ¢ Maintain and develop a pipeline of efficiency schemes on a rolling

efficiencies basis to ensure that slippage can be mitigated in year

e Efficiency schemes are risk adjusted at planning stage, review
efficiency schemes that are delivering to stretch above their risk
adjusted value to maximise the extent to which the savings are
realised

Non-delivery of | ¢ Incremental merger benefits will be assured by the established

incremental PMO (which has a single point of leadership for both BSUH and

merger benefits WSHFT) and managed as part of the efficiency plan

e Post transaction integration plan to ensure enablers to support
delivery of benefits are monitored and any slippage identified and
addressed in a timely way.

Excess e Fortnightly monitoring at Executive M&A Steering Group.
trantsacnon e Managing Change policy will focus on maximising redeployment of
costs

staff with oversight by Remuneration Committee.

Mitigations and Financial Controls common to all scenarios

e Use of the Trust's embedded Patient First methodology for strategy deployment
review to provide early indication of deterioration and to develop and deploy counter-
measures.

e Clear management and committee structures which are fully recruited to in order to
manage performance from merger date

These mitigations would allow the Trust to lessen the impact of each sensitivity
scenario and deliver an improved financial position and ensure that a positive cash
balance is maintained.

2021/22 Financial Framework

The 2021/22 financial framework is due to be published later in the year to take effect
from July 2021. It is the understanding and expectation of the Trust that Q1 of
2021/22 will continue to follow the block income arrangements with system funding
for COVID costs that has been in effect during the latter part of 2020/21.

The Trust is preparing for what it knows or can anticipate within the financial
framework. In particular:

e Both Trusts have continued to deliver efficiencies in 2020/21 and are on track to
deliver a minimum of 1% efficiency.

e Business case approval process has ensured clarity in relation to time-bounded
investment to support COVID-19. This will ensure that the merged Trust can be
agile in removing costs at the appropriate time.

e Both Trusts have experience of working within an Aligned Incentives Framework
and so have experience of a blended payment approach and operating in a
context of shared risk management with commissioners.

e Strong governance framework for CQUIN and both Trusts are preparing and
mobilising for delivery.



5.3.

6.0

6.1.

6.2.

6.3.

A full impact assessment will be undertaken when the financial framework is
published.

Conclusion

The financial modelling for the transaction demonstrates that the merged Trust has a
sustainable financial position and can maintain a positive cash position in both the
base case and financial sensitivity scenarios for a period of at least two years from
the date of merger.

It is important to acknowledge that the financial projections have been prepared
under the LTP financial framework. There have been substantial changes to the
financial framework in 2020/21 and an updated financial framework for 2021/22 is
anticipated later in the year. The actions taken by the Trust during 2020/21 and its
experience of working within an Aligned Incentives Contract leave it well placed to
respond to the requirement of the financial framework.

In the opinion of the Boards of Directors of Western Sussex Hospitals NHS
Foundation Trust and Brighton and Sussex University Hospitals NHS Trust, the
working capital available to the enlarged trust is sufficient to meet the requirement of
the enlarged trust; that is at least 12 months from 15 April 2021.



Appendix 1: Financial Modelling Assumptions

Category Item

Basis Baseline is 2019/20 outturn adjusted for non-recurrent impacts
Financial BSUH: 3% annual efficiency and FRF support to deliver Medium Term financial
Target proposition trajectory; thereafter 3% annual efficiency and FRF support to deliver

continued break-even position.

WSHFT: in line with LTP control total trajectories to 2023/24, break-even thereafter.

2019/20 Non- | Material adjustments as follows:

recurrent
adjustments COVID costs of (BSUH: £1.2m; WSHFT: £4.4m) and funding (BSUH: £1.7m;
WSHFT: £5.2m)

Loss of income from COVID covered by COVID funding above (BSUH: £0.5m;
WSHFT: £0.8m)

Pay award funding (BSUH: £0.51m; WSHFT: £0.14m) as included in 2020/21 tariff
(except for Local Authority element)

PSF and FRF funding

BSUH specific:

CSSD fires related expenditure, income and proceeds from sales

Additional endoscopy funding and equivalent expenditure which is assumed to be on
outsourcing (£1.76m)

Further additional funding for winter pressures and independent sector via CCGs
(E2.61m)

3Ts transitional funding and expenditure

HEE KSS workforce development expenditure (£1.31m)

WSHFT Specific:

Non-recurrent adjustment between CCG and NHSE income (WSHFT: £3m)
Income 2020/21 tariff inflation and efficiency per 2020/21 tariff consultation document

2021/22 to 2023/24 tariff inflation and efficiency per NHS Long Term Plan

assumptions

2024/25 and 2025/26 tariff and efficiency as final year of NHS Long Term Plan

assumptions

MFF reduces per previously notified trajectory

MRET funding continues to be received at the same level as 2019/20 [BSUH: £1.8m;
WSHFT £3.3m]

No change to specialised commissioning Provider Eligibility Lists

NHSE CQUIN reduced to 1.25% from 2020/21

System performance is adequate to secure full payment of FRF

Growth rates in line with historic trends (BSUH: 2.8% - CCG, 1.8% NHSE 5.0% PbR
Exclusion; WSHFT 3.09% aggregate growth)

WSHFT Sexual Health contract reflects revised terms and conditions following
contract award February 2020.

Operating 2020/21 inflation per 2020/21 tariff consultation document except CNST - see below
Expenditure

2021/22 - 2023/24 inflation per LTP assumptions
2024/25 and 2025/26 inflation as final year of NHS Long Term Plan assumptions

2020/21 CNST set to notified level assuming rebate is secured
Pension increase not paid for by Trust in 2020/21 per planning guidance

Pension increase excluded in 2021/22 to 2023/24 as assume costs would be
covered by additional funding so neutral to the bottom line




Category Iltem

Activity No marginal benefit assumed from increases in activity
Growth
Service No new (uncommitted) service developments
Developments
PFI Original payments schedule updated to reflect actual inflation to 2019/20
[BSUH only]
Debt for 2019/20 closing values of non-NCB capital loans and revenue support loans
Equity Swap | replaced by PDC during 2020/21
[BSUH only] ["No interest incurred on these loans from 1 April 2020 to the date of the swap
2019/20 closing PDC not adjusted, but PDC dividend calculation adjusted to give
full-year dividend on the swap PDC in 2020/21
Impact neutralised through additional FRF(see detail in section overleaf)
Interest NCB capital loans and FT liquidity loan [WSHFT only] interest remains at original
rates
PDC Dividend | Average cash balance in government accounts adjustment in line with historic trend
FRF excluded from calculation per assumption in BSUH Medium Term Financial
Proposition
Deficits funded through receipt of additional PDC with associated PDC dividend @
3.5%
Capital Capital expenditure profile per 27 July 2020 capital plan submission except for 3Ts -
see below
Impairments | Consist of:
the value of capital expenditure on estates and backlog maintenance once the
assets are brought into use
3Ts Phase 1 impairment at original value plus all of the assumed £105m cost
increase - see below
3Ts Transitional funding profile unchanged except for £2.5m from CCGs deferred from
[BSUH only] | 2019/20 into 2020/21. NHSE will continue to fund core team.
Funding for the 3Ts Core Team is assumed to continue whilst the Team is in place.
Stage 1 opening delayed to November 2022, with a soft opening in December 2022
and full operation from March 2023
The capital cost up to the completion Stage 1 increases by £105m, phased into
2020/21 to 2022/23, all of which is impaired when the asset comes into use.
The cost of Stages 2 and 3 is left unchanged in the FBC addendum but is re-phased,
with work on Stage 2 now planned to commence in February 2023.
Revenue costs have been rephased to reflect the delayed opening. Within this,
e funding for non-3Ts Core Team transitional costs has been rephased but
assumed not to increase in total; and
e transitional costs of decant and loss of car parking income increase due to
the delayed opening.




Appendix 2: Monthly Cash Projections

Cash and Cash Equivalents £m

Apr - 21

Base Case
Income Security
Workforce Pressures

Under-delivery of Efficiencies
Under-delivery of Incremental
Benefits

Increased Transaction Costs

27.36
26.46
27.00
26.90

27.21
26.84

May - 21

22.61
20.81
21.89
21.68

22.32
22.04

Jun - 21

27.35
24.63
26.29
25.98

26.93
26.73

Jul - 21

31.20
27.52
29.78
29.36

30.63
30.52

Aug - 21

32.27
27.66
30.49
29.96

31.56
31.54

Sep-21

28.49
23.04
26.40
25.78

27.65
27.71

Oct-21

26.84
20.47
24.40
23.67

25.86
26.01

Nov - 21

29.71
22.41
26.92
26.09

28.59
28.82

Dec - 21

30.17
21.93
27.02
26.08

28.90
29.23

Jan - 22

28.16
19.00
24.64
23.59

26.74
27.15

Feb - 22

30.13
20.11
26.29
25.14

28.58
29.07

Mar - 22

22.23
11.35
18.07
16.83

20.56
21.13

Cash and Cash Equivalents £m

Base Case
Income Security
Workforce Pressures

Under-delivery of Efficiencies
Under-delivery of Incremental
Benefits

Increased Transaction Costs

19.34

8.09
15.16
13.45

1751
18.21

16.83

5.18
12.61
10.42

14.84
15.66

21.83

9.75
17.60
14.93

19.69
20.63

23.26
10.76
19.00
15.85

20.96
22.02

27.13
14.19
22.84
19.21

24.67
25.85

22.67

9.54
18.44
14.42

20.10
21.39

21.46

7.91
17.20
12.69

18.73
20.13

24.76
10.77
20.47
15.50

21.87
23.40

23.23

8.84
18.91
13.46

20.18
21.83

23.51

8.71
19.17
13.23

20.31
22.08

25.66
10.47
21.30
14.92

22.31
24.20

17.62
2.21
13.31
6.53

14.16
16.14




Appendix 3

Board Statement in respect of Working Capital

NHS Improvement
Wellington House
133-155 Waterloo Road
London SE1 8UG

DATE

Dear Sirs
Working Capital Requirements
University Hospitals Sussex NHS Foundation Trust (‘the enlarged trust’)

In connection with the trusts’ proposed transaction - the acquisition under section 56A of the
NHS Act 2006 of Brighton and Sussex University Hospitals NHS Trust by Western Sussex
Hospitals NHS Foundation Trust (post transaction, ‘the enlarged trust’) - the Boards of
Directors of Western Sussex Hospitals NHS Foundation Trust and Brighton and Sussex
University Hospitals NHS Trust have reviewed the enlarged trust’s future working capital
requirements following the proposed transaction from 1% April 2021 to 315 March 2022. The
results of this review are set out in the attached board memorandum dated [date] which has
been prepared after due and careful enquiry.

In the opinion of the Boards of Directors of Western Sussex Hospitals NHS Foundation Trust
and Brighton and Sussex University Hospitals NHS Trust, taking into account the enlarged
trust’s working capital facilities, the working capital available to the enlarged trust is sufficient
to meet the requirement of the enlarged trust; that is at least 12 months from 15t April 2021.

Yours faithfully

[Name] [Name]
On behalf of the Board of On behalf of the Board of
Western Sussex Hospitals Brighton and Sussex University Hospitals

NHS Foundation Trust NHS Trust



NHS NHS|

Western Sussex Hospitals Brighton and Sussex

NHS Foundation Trust University Hospitals

NHS Trust
Agenda Item: VISR Trust Boards Meeting Date: [EER
January
2021
Report Title: | DRAFT Board Certification
Sponsoring Executive Director:
Author(s): Glen Palethorpe, Company Secretary
Report previously considered by
and date:
Purpose of the report:
Information O Assurance UJ
Review and Discussion O Approval / Agreement v
Reason for submission to Trust Board in Private only (where relevant):
Commercial confidentiality O Staff confidentiality O
Patient confidentiality ] Other exceptional circumstances v
Link to Trust Strategic Themes:
Patient Care v Sustainability v
Our People v Quiality v
v

Systems and Partnerships
Any implications for:

Quality N/A
Financial

N/A
Workforce

N/A
Safe v Effective v
Caring v Responsive v
Well-led v Use of Resources v

Communication and Consultation:

N/A
Executive Summary:

As part of the transaction NHS E/I require a Board certification against a number of statements.

The attached certification contains each element the Board is required to consider, a commentary
against each criterion along with the rationale in support of that board affirmation.

Key Recommendation(s):
The Boards are asked to;

1) APPROVE the DRAFT board corporate governance statement for submission to NHS E/I.




Acquisition of Brighton and Sussex University Hospitals NHS Trust

Board certification

Date: XxXxXxxx

NHS Improvement will, as part of its overall assessment of financial risk and governance, request evidence that the trust boards have satisfied
the following statements. This table sets out Western Sussex Hospitals NHS FT and Brighton and Sussex University Hospitals NHS Trust

response to each statement with a summary of the supporting rationale.

Statement

Board response

Supporting rationale

Considered a detailed
options appraisal before
deciding that the
transaction delivers
benefits for patients and
the trust in delivering its
strategy

The Board is satisfied that
this statement has been
met.

A detailed option appraisal took place during the development of the Strategic
Outline Case (SOC) for the proposed merger and this included an examination
of options that would deliver the most benefit for patients whilst helping to
deliver both Western Sussex Hospitals NHS FT and Brighton and Sussex
University Hospitals NHS Trust longer term strategic plans.

Assured itself that a
proposed transaction will
meet the requirements of

licence conditions

the choice and competition

The Board is assured that
the transaction will not put
these requirements at
increased risk.

There are no significant or substantial changes proposed to the delivery of
healthcare services as a result of the proposed transaction. In particular, the
Trust will continue to comply with its obligations to notify and inform patients
appropriately regarding their right of choice under the NHS Constitution.

Consideration was given as to the impact of the transaction on competition and
of need for a referral to the CMA. The rationale for not making such a referral
was included within the strategic outline case (SOC).




Statement

Board response

Supporting rationale

The Trust kept this determination under review through the development of the
full business case (FBC) and has liaised with NHSEI in this respect. The Trusts
do not consider that the proposed transaction will lead to a substantial lessening
of competition and have not referred the proposed transaction to the CMA.

Conducted an appropriate
level of financial, clinical
and market due diligence
relating to the proposed
investment or divestment

The Board is satisfied that
appropriate due diligence
has taken place

The Trusts established an internal due diligence assurance process to satisfy
the requirements of the transaction guidance and subsequent advice from
NHSEI. This process recognises the existing close relationship between BSUH
and WSHFT under the Management Contract and the existing knowledge that is
held by the Boards for the two organisations.

The review revisited the due diligence previously undertaken in preparation for
the Management Contract and supplemented with the knowledge gained during
the Management Contract. Internal subject matter experts were engaged in the
process with Executive review and oversight of all areas. The internal review
was supplemented by work undertaken by Capsticks on the legal due diligence
in respect of contract and property matters. The outcome of this assessment
has been incorporated into the Full Business Case after being shared and
discussed with the Board.

Considered the
implications of the
proposed investment or
divestment on the resulting
entity’s Single Oversight
Framework (SOF)
segment, focusing in
particular on the use of
resources metric and
having taken full account
of reasonable downside
sensitivities

The Board has considered
the revised entity’'s SOF
segment and in particular its
proposed use of resources
position

Financial projections have been produced for the combined entity along with
appropriate downside sensitivities to produce a realistic downside case. The
base case financial projections have been prepared under the LTP financial
framework and reflect the Medium Term Financial Settlement for BSUH and the
financial support agreed within that settlement. The financial framework for
2021/22 is expected to be published later in the year and may have a further
impact on the financial settlement. However, the principles of the financial
settlement agreed between BSUH and NHSEI are expected to be maintained.

The financial modelling demonstrates a sustainable financial position from the
point of merger with a break-even or surplus control total delivered in each
financial year. The use of resources ratings within the base case for each
respective year for the projected period is:




Statement

Board response

Supporting rationale

2021/22 2022/23 2023/24 2024/25 2025/26

This demonstrates that the new organisation has a strong financial foundation
that builds from the sustainable financial positions of both current Trusts.

It should be noted that the delivery of incremental financial benefits following the
merger improves the financial position in 2021/22 from an underlying deficit
(BSUH: £7.2m deficit, WSHT: £3.5m surplus) to a break-even position. This in
turn generates an improvement in the Use of Resources metric from that that
would otherwise have been achieved in the counterfactual.

The financial modelling included 5 sensitivity or downside scenarios.

2021/22 | 2022/23 | 2023/24 | 2024/25 | 2025/26

Security of Income 2 2 2 2 2
Increased workforce 5 5 .
costs

Under-delivery of

L 2 2 2 3 3
efficiency
_Under-dellvery of _ > > > > >
incremental benefits
Increased transaction 5 5 5 2
costs

The overall rating deteriorates as a consequence of applying the downside
sensitivities but remains at least a ‘2’ other than 2024/25 and 2025/26 in the
scenario that tests the impact of under-delivery of efficiencies. In respect of this
aspect of the modelling it should be noted that:

e The purpose of these scenarios was to test the sensitivity of the financial
projections to variations in the modelling assumptions. As such full




Statement

Board response

Supporting rationale

mitigations were not modelled which would have improved the forecast
rating; and

e Both Trusts have a mature, embedded and consistent approach to
delivery of efficiencies that deploy ‘best in class’ approaches and
methodologies. The under-delivery of efficiency scenario was assessed
as having the lowest likelihood of occurring.

In summary, the financial modelling and the use of resources rating
demonstrates that there is no adverse financial impact on either organisation
from merging. The financial modelling also demonstrates that the enlarged
Trust is more resilient under a downside scenario and has greater flexibility and
greater scope to respond to emerging financial and operational pressures.

Conducted appropriate
enquiry about the probity
of any partners involved in
the proposed investment
or divestment, taking into
account the nature of the
services provided and the
likely reputational risk

There are no other parties
involved in this transaction.

This is a progression from the current Management Contract between Western
Sussex Hospitals NHS FT and Brighton and Sussex University Hospitals NHS
Trust and there are no other parties involved in this transaction.

Conducted an appropriate
assessment of the nature
of services being provided
as a result of the
investment or divestment
and any implications for
reputational risk arising
from these

The merger is not seeking to

make immediate service
changes

As part of the Management Contract a thorough understanding of the services
currently provided by Brighton and Sussex University Hospitals NHS Trust was
obtained by the joint executive team. This understanding has been fed into the
Full Business Case which has confirmed that the merger is not seeking to make
any immediate service changes.

Brighton and Sussex University Hospitals NHS Trust services were judged by
the CQC as good.

The Trusts’ engagement with Sussex Acute Collaborative Network ensures that
there is clarity over service issues and the developed Trust and ICS plans which
are in place to ensure effective service delivery is maintained going forward.




Statement

Board response

Supporting rationale

Received appropriate
external advice from
independent professional
advisers with relevant
experience and
qualifications

Appropriate external advice
has been sought and
received.

External advisors have been engaged where necessary. Their need and then
appointment and use has been overseen by the Trust's Merger and Acquisition
Steering Group.

The Trust has utilised advice provided to it as part of the preceding
Management Contract development whereby Western Sussex Hospitals NHS
Foundation Trust engaged KPMG to undertake due diligence on Brighton &
Sussex Hospital University Hospitals NHS Trust.

Key external advisors supporting the merger were

e Capsticks — who supported with the review of the contract, estates and
staffing due diligence.

e Capsticks - provided advice on the development of the Heads of Terms
and Transaction Agreement

e Capsticks who reviewed the revised constitution to confirm its
compliance with the NHS act

¢ KPMG and GGI — both were engaged to support with the development of
Board Committee and quality governance processes for the merged
Trust.

Taken into account the
good practice advice in
NHS Improvement’s
transaction guidance or
commented by exception
where this is not the case

Good practice as contained
within the NHSI Transaction
Guidance has been
followed.

The good practice and advice contained within the NHSI Transaction Guidance
(November 2017) has been used in the development of the FBC (referenced in
detail in Appendix L) and the PTIP and the national lessons learnt has been
taken into account within our approach to developing the merger plan and
proposals

Resolved any accounting
issues relating to the
proposed investment or
divestment and its
proposed treatment

No significant issues raised.

The work undertaken has not identified any accounting issues.




Statement

Board response

Supporting rationale

Addressed any legal
issues, including those
associated with the
transfer of staff (either via
an acquisition, divestment
or fixed-term contract)

Legal and staff transfer
issues have been
addressed.

Capsticks have been engaged to support Western Sussex Hospitals NHS FT
identify and address any key legal issues in respect of staff transfer under
TUPE.

A detailed TUPE process for the transfer of Brighton & Sussex University
Hospitals NHS Trust staff was designed to ensure safe and successful transfer
of all staff to the employ of the new enlarged FT from 1 April 2021.

Complied with any
consultation requirements

No statutory requirement to
consult as there are no
significant service changes
planned as a

consequence of the
transaction

A communications and engagement strategy to support the transaction was
approved by the Merger & Acquisition Steering Group to guide the approach to
internal and external communications throughout the process.

The communications and engagement strategy outlines a commitment to
actively engage with our key stakeholders to ensure a successful integration of
the two organisations. Key stakeholders have been identified and distinct
phases are outlined to ensure communication and engagement activities are
targeted in an appropriate, timely way and reflect the relevant stage of the
programme.

Established the
organisational and
management capacity and
skills to deliver the planned
benefits of the proposed
investment or divestment

This has been established

Dedicated resource has been provided for the programme, recognising the
reduced programme timeline and the complex environment within which both
organisations operate. This is particularly important alongside current priorities
to restore services to pre-COVID-19 levels and the potential of continued
COVID-19 resurgence over the Winter and Spring period.

The engagement of focussed resource, together with the Executive-led
governance structure, has ensured there are mechanisms in place to minimise
the impact of the Programme on the day-to-day operation of the two Trusts,
staff, patients and visitors, as well as other key objectives such as 3Ts and
restoration and recovery priorities.




Statement

Board response

Supporting rationale

Subject matter experts (SMEs) have been appointed for a number of work
streams, to ensure dedicated resource that is phased as required over the
duration of the merger programme.

A different level of support is anticipated post 1st April 2021, subject to any
other future merger or acquisition plans. As in-house expertise has now been
established, the need for external support will be reduced.

Reviews will continue during each stage of the Programme, to ensure the right
level of resource is in place to enable successful delivery of each work stream
requirement.

The planned benefits from the merger have been identified and the monitoring
of these will form part of the Trust’'s embedded frameworks. The PMO support
the tracking and reporting of the delivery of all transformational benefits.

Involved senior clinicians
at the appropriate level in
the decision-making
process and received
confirmation from them
that there are no material
clinical concerns in
proceeding with the
proposed investment or
divestment, including
consideration of the
subsequent configuration
of clinical services

Senior clinicians have been
involved in developing the
merger proposals. All clinical
concerns are known, with
plans in place to manage
those concerns. Senior
clinical colleagues have
been fully involved in
developing the clinical model
for service delivery.

Senior clinicians were involved through a series of workshops in determining the
benefits included within the full business case. This involvement has continued
into the development of the Trust’s clinical strategy is being developed. The
development of the clinical strategy is led by the Chief Medical Officer.

The clinical strategy will support the development of service level improvement
plans and new ways of working at a service level. If future service
reconfiguration is required clinical input at an ICS level will be part of the
development and agreement of plans.

The Medical Director Certification and supporting memorandum confirms the
role of senior medical staff in the decision-making process. Also, the programme
team for the merger included leadership of clinical issues from senior medical
staff within the Trust who worked on the development of the proposed clinical
model and the development of the divisional structures.




Statement

Board response

Supporting rationale

In the case of a contract
for a specified period,
ensured appropriate legal
protection in relation to
staff, including on
termination of the contract

Given the current
Management Contract
between NHS [, Western
Sussex Hospitals NHS FT
and Brighton & Sussex
University Hospitals NHS
Trust falls away as the
merger takes affect this
element is not applicable.

The transaction is to replace the Management Contract with a permanent
merger.

Ensured relevant
commercial risks are
understood

No significant commercial
risks identified.

All significant commercial agreements have been reviewed by the relevant
merger work-streams, with each work-stream taking actions to mitigate any
commercial risks identified prior to the merger.

Made provision for the
transfer of all relevant
assets and liabilities

Provision has been made

All relevant assets will transfer at the point of transaction on 1 April. Exercises
have been completed to identify all relevant physical assets relevant to the
transaction

At the time of the
acquisition, provided a
corporate governance
statement (see Appendix
13 of the transaction
guidance) for the acquiring
trust

Statement produced and
provided

See the agreed corporate governance statement

At the time of the
acquisition, provided a
board statement that plans
are in place to make the
corporate governance
statement (see Appendix
13 of the transaction
guidance) within six
months of formation of the
new organisation, with the

Board statement will be
provided within 6 months or
in line with timescales
agreed with NHS |

Revised corporate governance systems and structures will come into effect on 1
April 2021 and will be provided as required.




Statement Board response Supporting rationale

exception of the following
statement concerning
quality governance:

“The board is satisfied:

(f) that there is clear
accountability for quality of
care throughout University
Hospitals Sussex NHS
foundation trust including
but not restricted to
systems and/or processes
for escalating and
resolving quality issues
including escalating them
to the board where
appropriate.”

This statement was considered at a Boards meeting in common of Western Sussex Hospitals NHS FT and Brighton University Hospitals NHS
Trust on XXXXXX

At this meeting this Board approved the statement be signed by the Chair and CEO on behalf of both Boards [minute xxxx]

Dame Marianne Griffiths Alan McCarthy

Chief Executive Chair
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Western Sussex Hospitals Brighton and Sussex

NHS Foundation Trust University Hospitals

NHS Trust
Agenda Item: VISR Trust Boards Meeting Date: [EER
January
2021
Report Title: | DRAFT Board Corporate Governance Statement
Sponsoring Executive Director:
Author(s): Glen Palethorpe, Company Secretary
Report previously considered by
and date:
Purpose of the report:
Information O Assurance UJ
Review and Discussion O Approval / Agreement v
Reason for submission to Trust Board in Private only (where relevant):
Commercial confidentiality O Staff confidentiality O
Patient confidentiality ] Other exceptional circumstances v
Link to Trust Strategic Themes:
Patient Care v Sustainability v
Our People v Quiality v
v

Systems and Partnerships
Any implications for:

Quality N/A
Financial

N/A
Workforce

N/A
Safe v Effective v
Caring v Responsive v
Well-led v Use of Resources v

Communication and Consultation:

N/A
Executive Summary:

As part of the transaction NHS E/I require a Board certification against a number of statements, these
being similar to those that the Trust is required to make annually against its licence conditions.

The attached certification contains each element the Board is required to consider, a commentary
against each criteria along with an explanation of any risks, which do not necessarily derive from the
transaction itself along with information on the mitigating actions.

Key Recommendation(s):
The Boards are asked to;

1) APPROVE the DRAFT board corporate governance statement for submission to NHS E/I.




Acquisition of Brighton and Sussex University NHS Trust by Western Sussex Hospitals NHS Foundation
Trust

Corporate Governance Statement (FT4)
Date: XXXxXX

The Board of Western Sussex Hospitals NHS Foundation Trust is required to self-certify that appropriate governance systems and processes
are in place and the associated risks are understood and mitigating actions in place.

Requirement

Commentary

Mitigating
Actions

The Board is satisfied that Western
Sussex Hospitals NHS Foundation Trust
applies those principles, systems and
standards of good corporate governance
which reasonably would be regarded as
appropriate for a supplier of healthcare
services to the NHS.

The Trust follows the NHS Code of
Governance and reports against
compliance in its annual report every
year.

The Trust also undertook an externally
facilitated development review of its
compliance with the Well-led
Framework. This was undertaken by
Deloitte who concluded that the Board
exhibited the hall marks of an
outstanding board.

The most recent CQC review also
concluded that the Trust was
outstanding within the domain of well
led

The Trust has taken the opportunity of
the transaction to enhance its
governance process by further aligning
these to the Trust’s patient first strategy

Reputational impact from
not following good
governance practices.

Regulatory action due to
non-compliances

Inefficient and ineffective
processes and ways of
working

A further externally
facilitated review
against the Well-led
framework will be
conducted in line with
good practice before
2023/24.




Requirement

Commentary

Mitigating

deployment. This work has mapped all
mandatory reports to a respective
thematic committee of the board
alongside these committees retaining
oversight the respective element of the
Board Assurance Framework and the
Trust’'s objectives.

The Board development programme is
being reviewed to ensure it remains
appropriate.

Actions

The Board has regard to such guidance
on good corporate governance as may
be issued by NHS England/Improvement
from time to time.

The Trust has a process to scan for any
changes to corporate governance and
guidance issued by NHSEI.

The Trust also engages with regulators
to ensure that any changes can be
weaved into the Trust’s processes.

The last “well led” review identified the
Trust’s Board through its processes
displayed all the hall marks of sound
systems of governance.

Reputational impact from
not following good
governance practices.

Regulatory action due to
non-compliances

External Audit review of
the Trust’'s annual
report where the
Trust’'s corporate
governance processes
are described.

Periodic review of the
Trust’s processes by
Internal Audit provides
opportunities to ensure
good practice is
incorporated.

The use of a facilitated
external review will
provide a check that
guidance has not been
missed.




Requirement

Commentary

Mitigating

The Board is satisfied that Western
Sussex Hospitals NHS Foundation Trust
implements:

a) effective board and committee
structures

b) clear responsibilities for its board, for
committees reporting to the board and
for staff reporting to the board and those
committees

c) clear reporting lines and
accountabilities throughout its
organisation

The Board reviews itself, its Committee
structures and their effectiveness
annually to identify any areas for
improvement.

The externally facilitated review against
the Well-led framework also considered
the structures and found them to be
appropriate for managing the complex
business of the Trust.

The Trust has taken the opportunity of
the transaction to enhance its
governance process by further aligning
these to the Trust’s patient first strategy
deployment. This work has mapped all
mandatory reports to a respective
thematic committee of the board
alongside these committees retaining
oversight the respective element of the
Board Assurance Framework and the
Trust’'s objectives

The management structure was
reviewed as part the merger and will be
reviewed on a regular basis to ensure
that it remains fit for purpose.

There is a risk that decision
making and information
flows are impacted by
ineffective structures and
reporting lines leading to an
impact on care, quality of
services, productivity and
value for money.

Actions

Regular reviews of
structures and
reporting lines
undertaken by each
Committee.

Periodic review of the
Trust’'s processes by
Internal Audit provides
assurance these will
remain effective with
the changes being
made.

The Board is satisfied that Western
Sussex Hospitals NHS Foundation Trust
effectively implements systems and/ or
processes:

The Board has a range of processes in
place to support this including:

¢ Robust performance, risk and
planning processes
¢ Internal and external audit functions

There is a risk that non-
compliance with the licence
will lead to reputational
damage, regulatory
intervention, and loss of the

The Board reviews
annually these
processes and makes
an annual declaration
of its continued




Requirement

Commentary

Mitigating

a) to ensure compliance with the licence
holder’s duty to operate economically,
efficiently and effectively

b) for timely and effective scrutiny and
oversight by the Board of the licence
holder’s operations

¢) to ensure compliance with healthcare
standards binding on the licence holder
including, but not restricted to, standards
specified by the Secretary of State, the
Care Quality Commission, the NHS
Commissioning Board and statutory
regulators of healthcare professions

d) for effective financial decision-making,
management and control including, but
not restricted to, appropriate systems
and/or processes to ensure the licence
holder’s ability to continue as a going
concern

e) to obtain and disseminate accurate,
comprehensive, timely and up-to-date
information for Board and committee
making

f) to identify and manage (with, but not
restricted to, forward plans) material
risks to compliance with the conditions of
its licence

g) to generate and monitor the delivery
of business plans (including any changes
to such plans) and to receive internal

e Integrated performance reporting
which considers quality of care,
access standards, workforce and
finance

¢ Regular review of compliance with
key regulatory standards including
from the CQC

e Annual review and certification of
compliance with its licence
conditions

ability to provide care (via
the licence).

Actions
compliance with its
licence.

Periodic review of the
Trust’'s processes by
Internal Audit provides
assurance these
remain effective.




Requirement

Commentary

Mitigating

and where appropriate external
assurance on such plans and their
delivery

h) to ensure compliance with all
applicable legal requirements

Actions

The Board is satisfied:

a) there is sufficient capability at board
level to provide effective organisational
leadership on the quality of care
provided

b) the board’s planning and decision-
making processes take timely and
appropriate account of care
considerations

c) accurate, comprehensive, timely and
up-to-date information on quality of care
is collected

d) it receives and takes into account the
accurate, comprehensive, timely and up-
to-date information on quality of care

e) Western Sussex Hospitals NHS
Foundation Trust including in Board
actively engages on quality of care with
patients, staff and other relevant
stakeholders, and takes into account as
appropriate views and information from
these sources

f) there is clear accountability throughout
Western Sussex Hospitals NHS

The Board reviews its skills and
knowledge mix to ensure that it provides
the right balance to support delivery of
the Trust’s strategic and operational
objectives.

The Board has a comprehensive
integrated Performance Report which
describes performance against the
Trust's True North metrics, covering
patient, quality, people, sustainability
and system & partnership domains. This
is complemented with the work of the
Board Assurance Committees which
undertake more in-depth scrutiny and
review of performance including deep
dives into key risk areas linked to the
Trust’'s Board Assurance Framework.

The Trust's management structure,
supported by robust risk and incident
reporting systems, allows for the
escalation and resolution of issues.
Serious Incidents, including Never
Events and high rated risks are reported
to the Board.

There is a risk that the
Board and organisation
does not have the right skills
and capability to deliver the
organisational objectives
which results in poor
organisational performance
and reputational damage.

There is a risk that the
Board is not sufficiently
connected and sighted on
issues of clinical care which
results in poor care delivery,
deterioration in the Trust’s
CQC assessment and
reputational damage.

Board skills and
knowledge reviews
supported by periodic
externally facilitated
well led reviews

Fit and Proper Person
Policy and compliance
reporting and scrutiny
by the Audit
Committee.

Regular reviews of key
processes relating to
planning, risk
management and
performance
management.

Board consideration of
an Integrated
Performance Report
linked to the Trust's
true north metrics

Regular reporting to the
Board from each
Committee on its work




Requirement

Commentary

Mitigating

Foundation Trust including but not
restricted to systems and/or processes
for escalating and resolving quality
issues, including escalating them to the
Board where appropriate

Actions
and the review of their
BAF risks.

Periodic review of the
Trust’'s processes by
Internal Audit provides
assurance these
remain effective.

The Board effectively implements
systems to ensure it has personnel on
the Board, reporting to the Board and
within the rest of the licence holder’s
organisation who are sufficient in number
and appropriately qualified to ensure
compliance with the conditions of this
licence

See above relating to the Board’s
assessment of its skills and knowledge
mix.

In addition their is regular review of the
reporting arrangements below Executive
Director to ensures that there is the right
capacity and capability to deliver the
Trust’s objectives, which includes the
licence conditions.

There is a risk that the
Board and organisation
does not have the right skills
and capability to deliver the
organisational objectives
which results in poor
organisational performance
and reputational damage.

There is a risk that the
Board is not sufficiently
connected and sighted on
issues of clinical care which
results in poor care delivery,
deterioration in the Trust’s
CQC assessment and
reputational damage.

Board skills and
knowledge reviews
supported by periodic
externally facilitated
well led reviews

Fit and Proper Person
Policy and compliance
reporting and scrutiny
by the Audit
Committee.

Periodic review of the
Trust’s processes by
Internal Audit provides
assurance these
remain effective.

Executive led strategy
deployment reviews
with the divisions
ensures that
operational
management capability
and capacity is kept
under review.




Requirement Commentary Mitigating

Actions

This statement was considered at a Board meeting of Western Sussex Hospitals NHS FT on XXXXXX

At this meeting the Board of Western Sussex Hospitals NHS FT approved the statement be signed by the Chair and CEO on behalf of both
Boards [minute xxxx]

Dame Marianne Griffiths Alan McCarthy

Chief Executive Chair
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Executive Summary:

As part of the transaction NHS E/I require a management representation letter, this is a template letter
requires the Board to make a number of assertions in respect of the disclosure of matters to NHS E/I
such as

The assumptions within the LTFM,

Any and all relevant reviews,

The information provided is free from material misstatement due to fraud or error,

That any significant internal control weaknesses are disclosed, a

That any and all material instances of non compliance or suspected none compliance with laws
and regulations that may affect the transaction

That any and all material instances of litigation or claims that may affect the transaction, and
That the Board has considered information provided to NHS E/I and not identified any matters
material to the transaction.

Key Recommendation(s):
The Boards are asked to;

1) AGREE with the assertions within the management representation letter and APPROVE the
DRAFT management representation letter can be sent to NHE E/I




NHS

Western Sussex Hospitals
NHS Foundation Trust

Worthing Hospital

Lyndhurst Road

Worthing

West Sussex

BN11 2DH

Tel: 01903 205111

Fax: 01903 285045

NHS Improvement www.westernsussexhospitals.nhs.uk

Wellington House
133-155 Waterloo Road
London SE1 8UG

DATE in the month prior to the decision

Re: Transaction review — Management representations

This letter of representation is provided in connection with your review of Western Sussex
Hospitals NHS Foundation Trust’s (“the trust”) acquisition of Brighton and Sussex University
Hospitals NHS Trust (“the transaction”), for the purposes of assessing the impact of the
transaction on the trust's compliance with the NHS Improvement Single Oversight Framework
(SOF) (“the transaction review”) as detailed in the Transaction guidance (November 2017).
For the purposes of this letter, NHS Improvement means Monitor.

The trust’s board of directors (“the board”) tabled and agreed this letter at its meeting on
DATE TO BE INSERTED. | have been authorised to write to you on its behalf. The board
confirms that the representations it makes in this letter are in accordance with the definitions
set out in the appendix to this letter.

Representations

The board confirms to the best of its knowledge and belief at the date of this letter, having
made all such enquiries as it considered necessary for the purpose of informing itself, that:

Transaction Long Term Financial Model (LTFM) and Transaction Business
Case submitted for the review

1. Measurement methods and significant assumptions used by the board in preparing
the LTFM provided to NHS Improvement have been disclosed and are reasonable.

2. The LTFM and Transaction Business Case incorporate all known changes to service
provision at Western Sussex Hospitals NHS FT and Brighton and Sussex University Hospitals
NHS Trust and the board has disclosed all known material risks to changes to service
provision.


http://www.westernsussexhospitals.nhs.uk/

3. The assumptions underlying the LTFM are consistent with the board’s knowledge of
the business and both trusts’ operating environment.

4. All material events and material changes subsequent to the submission of the
LTFM and Transaction Business Case have been disclosed to NHS Improvement.

5. The board has disclosed all material risks and uncertainties arising or potentially
arising from the transaction impacting Western Sussex Hospitals NHS FT and Brighton
and Sussex University Hospitals NHS Trust's business plan, including key strategic,
operational (including IT) and financial risks.

Relevant information
6. The board has:

a. Disclosed to you all information of which it is aware having made reasonable
enquiries that are both relevant and material to the transaction review such as
records, documents and other matters. For the avoidance of doubt this includes
all reports and peer review information (or latest drafts where documents have not
been finalised), commissioned either internally or externally and covering
governance arrangements or the quality of services at both trusts within the last
two years; and

b. Provided you with additional information requested in NHS Improvement’s
Transaction Guidance (November 2017).

Internal control

7. The board acknowledges its responsibility for such internal control as it
determines necessary for the conduct of the trust’s business and the preparation of
information, including that provided to NHS Improvement, which is free from material
misstatement, whether due to fraud or error. In particular, the board acknowledges
its responsibility for the design, implementation and maintenance of internal control
to prevent and detect fraud and error.

8. The board has disclosed to you the results of any assessment of the risk that the
information it has reported to you may be materially mis-stated due to fraud.

9. There have been no instances of fraud or suspected fraud that the board is aware
of, other than those already reported to NHS Improvement as part of the transaction
review process, that involve:

a. management and, where appropriate, those charged with governance
b. employees who have a significant role in internal control or

c. other employees where the fraud could have a material effect on the
information provided to NHS Improvement



Legal compliance

10. The board has disclosed to you all known material instances of non-compliance
or suspected non-compliance with laws and regulations which affect the matters
considered as part of the transaction review.

11. The board has disclosed to you all known material actual or possible litigation
and claims which affect the matters considered as part of the transaction review.

Other matters

12. The board has actively considered all information provided to NHS Improvement
and has not identified any other matters it deems material to the transaction review.

Yours faithfully

Signed for and on behalf of the board of directors
Dame Marianne Griffiths

Chief Executive

Date XXXXXX



Definitions

Material matters

Material omissions or misstatements of items are material if they could, individually
or collectively, influence NHS Improvement’s view on the impact of the transaction
on the trust's compliance with the NHS Improvement Single Oversight Framework
(SOF). Materiality depends on the size and nature of the omission or misstatement
judged in the surrounding circumstances. The size and/or nature of the item could be
the determining factor.

Fraud

Fraudulent reporting involves intentional misstatements including omissions of
amounts or disclosures in the information provided to deceive the user of the
information.

Error

An error is an unintentional misstatement in the information provided.

Such errors include the effects of mathematical mistakes, mistakes in applying
accounting policies, oversights or misinterpretations of facts.
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