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This report is addressed to University Hospitals Coventry and Warwickshire NHS Trust (the Trust), as a body, in accordance with Part 5 of the Local Audit and Accountability Act 2014. Our
audit work has been undertaken so that we might state, those matters we are required to state to them in an auditors’ annual report and for no other purpose. To the fullest extent permitted by
law, we do not accept or assume responsibility to anyone other than the University Hospitals Coventry and Warwickshire NHS Trust, as a body, for our audit work, for this report, or for the
opinions we have formed.

We take no responsibility to any member of staff acting in their individual capacities, or to third parties.

External auditors do not act as a substitute for the audited body’s own responsibility for putting in place proper arrangements to ensure that public business is conducted in accordance with
the law and proper standards, and that public money is safeguarded and properly accounted for, and used economically, efficiently and effectively.
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University Hospitals Coventry and Warwickshire NHS Trust

Executive Summary

Purpose of the Auditor’s Annual Report

This Auditor’s Annual Report provides a summary of the findings and key issues
arising from our 2025-26 audit of University Hospitals Coventry and Warwickshire
NHS Trust (the ‘Trust’). This report has been prepared in line with the requirements
set out in the Code of Audit Practice published by the National Audit Office and is
required to be published by the Trust alongside the annual report and accounts.

Our responsibilities

The statutory responsibilities and powers of appointed auditors are set out in the Local
Audit and Accountability Act 2014. In line with this we provide conclusions on the
following matters:

Accounts - We provide an opinion as to whether the accounts give a true
and fair view of the financial position of the Trust and of its income and
expenditure during the year. We confirm whether the accounts have been
prepared in line with the Group Accounting Manual prepared by the
Department of Health and Social Care (DHSC).

Annual report - We assess whether the annual report is consistent with
our knowledge of the Trust. We perform testing of certain figures labelled in
the remuneration report.

Value for money - We assess the arrangements in place for securing
economy, efficiency and effectiveness (value for money) in the Trust’s use
of resources and provide a summary of our findings in the commentary in
this report. We are required to report if we have identified any significant
weaknesses as a result of this work.

Other reporting - We may issue other reports where we determine that this
is necessary in the public interest under the Local Audit and Accountability
Act.

[
=
]

Findings

We have set out below a summary of the conclusions that we provided in respect of

our responsibilities:

Accounts

We issued an unqualified opinion on the Trust's accounts on 23
June 2026. This means that we believe the accounts give a
true and fair view of the financial performance and position of
the Trust.

We have provided further details of the key risks we identified
and our response on page 5.

Annual report

We did not identify any significant inconsistencies between the
content of the annual report and our knowledge of the Trust.

We confirmed that the annual report has been prepared in line
with the NHS Group Accounting Manual (GAM)

Value for money

We are required to report if we identify any matters that
indicate the Trust does not have sufficient arrangements to
achieve value for money.

We have nothing to report in this regard.

Other reporting

We issued a Section 30 letter to the Secretary of State
regarding the Trust’s underlying deficit position resulting in a
breach of the breakeven duty.
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University Hospitals Coventry and Warwickshire NHS Trust

Audit of the financial statements

KPMG provides an independent opinion on whether the Trust’s financial statements:
» Give a true and fair view of the state of the Trust’s affairs as at 31 March 2026 and of its income and expenditure for the year then ended;

» Have been properly prepared in accordance with the accounting policies directed by the Secretary of State for Health and Social Care with the consent of
HM Treasury on 23 June 2022 as being relevant to NHS Trusts in England and included in the Department of Health and Social Care Group Accounting
Manual 2025/26; and

* Have been prepared in accordance with the requirements of the National Health Service Act 2006 (as amended).

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)”) and applicable law. We have fulfilled our ethical
responsibilities under, and are independent of the Trust in accordance with, UK ethical requirements including the FRC Ethical Standard. We believe that the
audit evidence we have obtained is a sufficient and appropriate basis for our opinion.

Audit opinion on the financial statements
We have issued an unqualified opinion on the Trust’s financial statements on 23 June 2026.
The full opinion is included in the Trust’'s Annual Report and Accounts for 2025/26 which can be obtained from the Trust's website.

Further information on our audit of the financial statements is set out overleaf.



Audit of the financial statements

The table below summarises the key risks that we identified to our audit opinion as part of our risk assessment and how we responded to these
through our audit.

Procedures undertaken Findings

Management override  + Our audit methodology incorporates the risk of management override as a default significant risk. + We tested a number of journals which met

of controls In line with our methodology, we evaluated the design and implementation of the controls in place  our high-risk criteria, none of which were
We are required by for the approval of manual journals posted to the general ledger to ensure that they are found to be posted fraudulently.

auditing standards to appropriate;

recognise the risk that » We did not identify any material
management may use » We analysed all journals through the year and focus our testing on those with a higher risk, such  misstatements relating to this risk.

their authority to as journals impacting accruals posted during the final close down, and journal entries with unusual

override the usual characteristics compared to the total journal population;

control environment.
» We assessed the appropriateness of changes compared to the prior year to the methods and
underlying assumptions used to prepare accounting estimates;

» We reviewed the appropriateness of the accounting for significant transactions that are outside
the Trust’s normal course of business, or are otherwise unusual; and

* We assessed the controls in place for the identification of related party relationships and test the
completeness of the related parties identified. We will verify that these have been appropriately
disclosed within the financial statements

Fraudulent » We evaluated the design and implementation of controls for developing manual expenditure » We identified a number of journal entries
expenditure accruals at year end and post year end to verify if they were accounted for in the correct period and other adjustments meeting our high-risk
recognition criteria, which included journals posted with
Auditing standards » We inspected a sample of invoices and expenditure payments made in the months of April and unusual characteristics compared to the total
suggest for public sector May 2026 (period after 31 March 2026) to determine whether expenditure has been recognised in  journal population as well as those reducing
entities a rebuttable the correct accounting period; accruals near the end of the reporting period
assumption that there is — our examination did not identify any
a risk expenditure is » We inspected journals posted as part of the year end close procedures that decreased the level inappropriate entries.
recognised of accruals recorded in order to critically assess whether there was an appropriate basis for
inappropriately. We posting the journal and the value can be agreed to supporting evidence; * Our testing did not identify any
recognised this risk over reportable misstatements relating to this risk.
the Trust’s non-pay » We performed a year-on-year comparison of the accruals made in the prior year and current year
expenditure. and challenged management where the movement is not in line with our understanding of the

entity.
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University Hospitals Coventry and Warwickshire NHS Trust

Value for Money

Introduction

We are required to consider whether the Trust has made proper arrangements for
securing economy, efficiency and effectiveness in its use of resources or ‘value for
money’. We consider whether there are sufficient arrangements in place for the Trust
for the following criteria, as defined by the National Audit Office (NAQ) in their Code of
Audit Practice:

=

Financial sustainability: How the Trust plans and manages its resources to

ensure it can continue to deliver its services.

<, Governance: How the Trust ensures that it makes informed decisions and

I properly manages its risks.

Improving economy, efficiency and effectiveness: How the Trust uses
é}é} information about its costs and performance to improve the way it manages
and delivers its services

Approach

We undertake risk assessment procedures in order to assess whether there are any
risks that value for money is not being achieved. This is prepared by considering the
findings from other regulators and auditors, records from the organisation and
performing procedures to assess the design of key systems at the organisation that
give assurance over value for money.

Where a significant risk is identified we perform further procedures in order to consider
whether there are significant weaknesses in the processes in place to achieve value
for money.

We are required to report a summary of the work undertaken and the conclusions
reached against each of the aforementioned reporting criteria in this Auditor’s Annual
Report. We do this as part of our commentary on VFM arrangements over the
following pages.

We also make recommendations where we identify weaknesses in arrangements or
other matters that require attention from the Trust.

KPMG

Summary of findings

Commentary page 11-12 13 14

reference

Identified risks of Yes
significant
weakness?

Actual significant No No No
weakness
identified?

2025-26 Findings No significant

weakness identified

Risk to significant
weakness noted
but did not
materialise into
significant
weakness

No significant
weakness identified

e

Direction of travel

© 2026 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG global organisation of independent member firms
affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved.
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University Hospitals Coventry and Warwickshire NHS Trust

Value for Money

NATIONAL CONTEXT

In July 2025 the Department of Health and Social Care published the 10 year plan for
the NHS. This sets the strategic direction that is planned to be taken for the health
service, with a focus built around three key shifts:

* From hospital to community;
* From analogue to digital; and
» From sickness to prevention.

A number of structural changes are planned to support the implementation of the
strategy between 2025 and 2027, with NHS England taking greater responsibility for
the management of financial performance of providers within the sector and a
reduced role for managing finances at an integrated care system level.

It is anticipated that all provider trusts will become foundation trusts and a scheme to
pilot ‘advanced’ foundation trusts was launched during the year, with greater
freedoms available for the management of finances as well as the leadership for
accountable health organisations available to those providers in the highest
performing segment of NHS England’s oversight framework.

While revised structures were implemented there continued to be a focus on
improving performance in key operational areas, including reducing referral to
treatment backlogs and ambulance waiting times. Nationally the proportion of elective
patients waiting less than 18 weeks improved from 60% to 65% during 2025-26,
though 1.3% of patients continued to wait over 52 weeks to commence treatment.
Eliminating long waiters forms a key part of the priorities for the NHS in the year and
moving into 2026-27.

Nationally ambulance response times also improved and reduced to the lowest level
since 2021 for category 2 response times, reflecting serious but not life threatening
conditions that require ambulance support. The target for this standard remains 18
minutes, which has not been met since 2021.

LOCAL CONTEXT

The Trust are a large acute service provider operating from University Hospital in
Coventry and St. Cross Hospital in Rugby. The Trust is one of the largest acute
teaching hospitals in the UK, employing over 10,000 staff and serving a population of
over 1.7 million. The Trust is a member of the Coventry and Warwickshire Integrated
Care System (ICS).

Financial Performance

The Trust achieved a deficit position of £6.0m as at 31 March 2026, against a plan off
a £11.0m deficit. Delivery of the financial plan remains a key challenge for the Trust,
and was achieved in 2025/26 through a focused Waste Reduction Programme
(‘WRP?’) to identify cost savings.

In year, the Trust reported delivery of £76.6 million of cost savings against a planned
total of £76.1 million, exceeding the target. This was achieved with £38.1m recurrent
savings (on plan) and £38.5m non-recurrent savings (£0.6m ahead of plan).

System Working

The Trust form part of The Coventry and Warwickshire Integrated Care System
(ICS). The Trust are an active member in the ICS, attending all committees and
working groups.

Financial Planning

The Trust submitted a plan for 2026/27 of a deficit of £0.87m. NHS England
accepted the plan as compliant, with financial conditions attached, including ensuring
commissioner and provider contracts are formally signed, and that cost saving
efficiencies are fully identified for the year. The Trust are actively working towards
being compliant with these conditions.

Section 30 Referral

The Trust achieved a deficit position of £6.0million for 2025/26. As the Trust has
breached the breakeven duty under ‘Schedule 5 to the National Health Service Act
2006’ since 2015/16, we are required to report this to the Secretary of State.




University Hospitals Coventry and Warwickshire NHS Trust

Financial Sustainability

°

How the Trust plans and manages its
resources to ensure it can continue to
deliver its services.

We have considered the following in our work:

How the Trust ensures that it identifies all
the significant financial pressures that are
relevant to its short and medium-term
plans and builds these into them;

How the Trust plans to bridge its funding
gaps and identifies achievable savings;

How the Trust plans finances to support
the sustainable delivery of services in
accordance with strategic and statutory
priorities;

How the Trust ensures that its financial
plan is consistent with other plans such as
workforce, capital, investment, and other
operational planning which may include
working with other local public bodies as
part of a wider system; and

How the Trust identifies and manages risks
to financial resilience, e.g. unplanned
changes in demand, including challenge of
the assumptions underlying its plans

NHS organisations continue to operate in an extremely challenging financial environment. The focus
remains on clearing elective back-logs that continue to be a long-term effect of the COVID-19 pandemic
and returning to “business as usual” activity levels and achieving performance targets.

The Trust has a well-established financial planning process whereby the Annual Financial Plan is based
in-year actuals at a Trust wide level, and Budget Setting is undertaken through a bottom-up approach
whereby individual budget holders are engaged from the start. Budget assumptions are challenged, and
cost pressure identified, which are then considered in the Annual Financial Plan. These two processes
are reconciled which should result in a deliverable financial plan which supports the aims and objectives
of the Trust. The process is overseen at the Chief Officer level through various stages of challenge and
review. Financial oversight is maintained by non-executives through the Finance and Performance
Committee (FPC) meetings. There is a mix of skills from Non-Executive members and crossover with
other committees, including Quality, People and Audit.

As mentioned overleaf, the Trust again set a challenging Waste Reduction Programme (WRP) with a
target of £76.1m for 2025/26. Model Health System benchmarking was used to further identify
opportunities for waste reduction and help meet the internal target. For example, a report was taken to
the January 2025 FPC in order to articulate and set out how Model Health System (MHS) benchmarking
is being used to shape future waste delivery targets and the approach remained the same for the
2025/26 planning. The WRP progress for is reviewed at every FPC as part of the Integrated Finance
Report throughout the year.

The Trust works actively within the wider Coventry and Warwickshire Integrated Care System (ICS),
having a good representation across all of its committees and working groups.

Ahead of our year-end audit, we identified a significant risk associated with financial sustainability. The
large deficits and challenging efficiency targets continuing into 2026-27 at both the Trust and ICS level,
together with the continued pressures within the wider healthcare system meant that we wanted to
complete further work to assess how the Trust planned to maintain financial sustainability in the medium
term. Our further work considerations are on the next page.




University Hospitals Coventry and Warwickshire NHS Trust

Financial Sustainability

The Trust achieved a £6.0m deficit adjusted financial position as at 31 March 2026, against a plan of Key financial and 2025-26  2024-25
£11.0m per the M12 PFR. performance metrics:

Per the Finance and Performance Committee (FPC) papers and minutes from January 2026 onwards, Planned surplus/(deficity ~ £(11.0m)  £(5.0m)
a detailed paper was presented monthly by the Financial Recovery Board detailing progress made to
deliver the £76.1m Waste Reduction Programme (WRP) target to date, via each of the individual

workstreams which each have an Executive Sponsor and Responsible Officer. From papers reviewed Actual surplus/(deficit) £(6.0m)  £(4.7m)
from month 9 onwards since our risk assessment, the Trust were on target to deliver, and did deliver
the overall target of cost savings ahead of plan at £76.6m. Planned CIP savings
The Trust achieved recurrent efficiencies of £38.1m against a plan of £38.1m, and non-recurrent - Recurrent £38.1m £25.0m
efficiencies of £38.4m against a plan of £37.9m. Total efficiencies were ahead of target with non- - Non-recurrent £37.9m  £33.4m
recurrent being the area that over performed slightly. Savings were 6.5% of operating expenses - % of operating 6.5% 5.6%
(target 6.9%) with recurrent representing 49.8% of the total (plan 50.1%). expenses
The Trust ended the year with a cash position of £43.5m (£48m in 2024/25). Actual CIP savings

L . . - o - Recurrent £38.1m £13.1m
The initial 2026/27 plan submitted in March 2026 was for a deficit of £0.87m. This includes an - Non-recurrent £38.4m £49.6m
efficiency plan of £74.5m which is 6.3% of operating expenditure (of which 53.0% is expected to be - % of operating 6.9% 5.6%
recurrent). The Plan was approved by the Trust Board in March 2026. The paper taken to Trust Board expenses
accompanying the plan clearly explained the planning process in the context of the ICS, alignment of
financial plans with the ICB and the key assumptions and risk that are built into the plan. Year-end cash position £43.5m £48.0m

Evidence provided confirmed that there is a financial challenge within the Trust and wider ICS and the
Trust has demonstrated appropriate arrangements in relation to this, which include:

« Engagement with the wider ICS on the development of a plan.

» Detailed and regular reporting of the position and financial challenge within the Trust — at
Committee and Board level.

» Clear reporting of the assumptions and risks within the plan — including a focus on the waste
reduction principles, which underpin the plan.

Therefore, while we note that the financial challenge continues to be significant for the ICS and the
Trust, we believe the Trust have demonstrated appropriate arrangements

KkPMG | 12



University Hospitals Coventry and Warwickshire NHS Trust

Governance

How the Trust ensures that it makes informed
decisions and properly manages its risks.

We have considered the following in our work:

* how the Trust monitors and assesses risk and

how the body gains assurance over the effective
operation of internal controls, including
arrangements to prevent and detect fraud;

* how the Trust ensures effective processes and
systems are in place to ensure budgetary control;
to communicate relevant, accurate and timely
management information (including non-financial
information where appropriate); supports its
statutory financial reporting requirements; and
ensures corrective action is taken where needed,
including in relation to significant partnerships;

* how the Trust ensures it makes properly informed
decisions, supported by appropriate evidence and

allowing for challenge and transparency; and

* how the body monitors and ensures appropriate

requirements and standards in terms of
management or Board members’ behaviour

standards, such as meeting legislative/regulatory

We consider the Trust to have effective processes in place to monitor and manage risk. A formal
risk management strategy and framework is in place, supported by a detailed corporate risk
register. Risk scores are aligned to the Board’s risk appetite, with mitigating actions identified and
oversight provided through the Risk Committee and relevant Board sub-committees.

The Board Assurance Framework (BAF) is well embedded and aligned to Board reporting. It is
actively used to monitor assurance levels, identify gaps and track mitigating actions, with clear
ownership across sub-committees. Each sub-committee reviews its respective section in detail,
with the full BAF presented regularly to the Trust Board.

The Trust is supported by a Local Counter Fraud Service (LCFS) and Internal Audit, both
provided by 360 Assurance. The LCFS operates to an agreed work plan and reports regularly to
the Audit and Risk Assurance Committee, supported by wider fraud consideration by senior
finance staff during financial reporting.

Financial plans for 2025/26 were appropriately scrutinised and approved, with ongoing monitoring
through the Finance and Performance Committee (FPC) via monthly integrated reporting.

Decision-making is governed by a clear scheme of delegation, supported by formal investment
appraisal processes and staged approvals. Our walkthrough of the “Health on the High Street”
business case identified no deviations from the expected process.

Standing Financial Instructions and the Procurement Strategy are in line with applicable
requirements. The Trust also maintains appropriate policies for standards of conduct, conflicts of
interest, and gifts and hospitality. Compliance with relevant legislation is overseen by the Director
of Corporate Affairs, with regular reporting to the Audit and Risk Assurance Committee and Trust
Board.

Control deficiencies reported in the Annual Governance Statement

Head of Internal Audit Opinion

Oversight Framework segmentation

Care Quality Commission rating

No deficiencies reported No deficiencies reported

Significant assurance that there is generally
a sound system of internal control

Significant assurance that there is generally a
sound system of internal control

3 — Below average and/or financial deficit 2 — Targeted support may be required to

address specific issues identified

Good — August 2025 Good — February 2020

KPMG
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University Hospitals Coventry and Warwickshire NHS Trust

Improving economy, efficiency and effectiveness

How the Trust uses information about
its costs and performance to improve
the way it manages and delivers its
services

We have considered the following in our
work:

how financial and performance
information has been used to assess
performance to identify areas for
improvement;

how the Trust ensures effective
processes and systems are in place in
order to develop their cost saving
efficiency saving program;

how the Trust evaluates the services it
provides to assess performance and
identify areas for improvement; and

how the Trust ensures it delivers its
role within significant partnerships and
engages with stakeholders it has
identified, in order to assess whether it
is meeting its objectives;

We have commented on the Trust’s processes in place for responding to the efficiency agenda in the
financial sustainability section on page 12, in the form of the Waste Reduction Programme.

The Trust has an established performance management framework, setting out roles, responsibilities, and
reporting structures. Performance is primarily reported through the monthly Integrated Quality, Performance
and Finance Report presented to the Trust Board by Executive leads.

The report includes a clear executive summary, comparative data against targets and prior periods, and
visual indicators to highlight areas of concern.

There is evidence of benchmarking activity, with a Performance Benchmarking Report presented to the
January 2026 FPC. This compared performance across key metrics against peer Trusts, identifying areas of
strength and underperformance, supported by trend analysis and narrative.

The Trust demonstrates strong system engagement, working closely within the ICS and with
commissioners. Senior leaders are actively involved in system-wide governance, including the CFO’s role
on the ICS Financial Advisory Board and the Chief Executive’s membership of the ICB Board, alongside
participation in key collaborative forums.

The Trust’s most recent CQC inspection (August 2025) resulted in an overall ‘Good’ rating, with areas for
improvement identified in Children and Young People’s care and Urgent and Emergency care.

The Trust has developed targeted action plans, including capacity expansion in the Emergency Department
and enhanced safeguards for children and young people. These actions are centrally tracked and supported
by the Assurance Team, with clear ownership, defined actions, timelines, and status monitoring.

Progress is reported through the Quality Standards and Assurance Committee and to the Trust Board, with
oversight reinforced through regular assurance reporting. The Trust is also proactively engaging with CQC
inspectors and the ICB on delivery of the action plan.

We note that National Oversight Framework score of 3 at Q3, as referenced on page 13. The score is driven
by 5 domains, effectiveness and experience (low performing), finance and productivity (above average),
access to services, patient safety, people and workforce (below average). Whilst this is benchmarked
against other acute providers based on national data, based on the work we have done in our requirements
as auditors, we do not see a significant weakness in relation to ‘Improving economy, efficiency and
effectiveness’.
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