
  

 

HFMA briefing  
April 2021  

 

 

Healthcare Financial Management Association www.hfma.org.uk 

Going concern 
Assessment and reporting requirements 
in difficult times  

 
 
 

Background 
Since 2015/16, going concern has been an issue for the preparers and auditors 
of NHS accounts. The HFMA published a briefing in 2016 that summarised the 
roles and responsibilities of NHS bodies and their auditors in relation to going 
concern and included guidance for finance staff to management’s going 
concern assessment. 

In 2021, there have been several changes that will impact on management’s 
going concern assessment, the disclosures in the accounts as well as the work 
that auditors will undertake in relation to going concern and how this work will 
be reported. 

The briefing reflects the following recent developments:  

• changes to the DHSC Group accounting guidance and NHS England and NHS 
Improvement’s FT annual reporting manual published in March 20211 

• changes to the financial regime in 2020/21 both as a result of Covid-19 but also in terms of 
cash management  

• the publication of the white paper Working together to improve health and social care for all 

• changes in auditing standards and associated guidance.  

 
1 HFMATalk, Preparing the 202/21 annual report and accounts podcast, March 2021  

https://www.hfma.org.uk/
https://www.hfma.org.uk/news/hfmatalk-podcast
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Management’s assessment of going concern 
International Accounting Standard 1 Presentation of financial statements (IAS 1) requires 
management to assess an entity’s ability to continue as a going concern when preparing that entity’s 
financial statements. 

It is assumed that an entity will prepare its accounts on a going concern basis unless management 
intends to, or has no alternative but to, liquidate the entity or to cease trading. 

In the public sector, the HM Treasury Financial reporting manual (FReM)2 sets out an interpretation 
of this standard which focusses on whether the service(s) provided by the entity is going to be 
continued rather than whether the entity providing the service will continue to exist. NHS specific 
guidance is provided in the Department of Health and Social Care’s Group accounting manual (GAM) 
and NHS Improvement’s NHS foundation trust Annual reporting manual (FT ARM). The FReM says: 

‘For non-trading entities, the anticipated continuation of the provision of a service in the future, 
as evidenced by inclusion of financial provision for that service in published documents, is 
normally sufficient evidence of going concern. …. 

Sponsored entities whose statements of financial position show total net liabilities should 
prepare their financial statements on the going concern basis unless, after discussion with 
their sponsors, the going concern basis is deemed in appropriate, and  

Where an entity ceases to exist, it should consider whether or not its services will continue to 
be provided (using the same assets, by another public sector entity) in determining whether to 
use the concept of going concern for the final set of financial statements’ 

As healthcare services continue to be provided, despite financial difficulties and/ or reorganisations 
this means that it is highly unlikely that an NHS body will prepare its accounts on anything other than 
a going-concern basis.  

The fact that a body is going to cease to exist does not necessarily affect its going concern status. 
The key consideration is whether the services the body is providing will continue to be provided in the 
public sector. For example, if an NHS trust is acquired by a foundation trust, the NHS trust remains a 
going concern if its assets will continue to be used to provide healthcare services although under the 
auspices of another NHS body. Equally, where CCGs merge, the services continue. 

For CCGs and NHS trusts, this is confirmed by the DHSC GAM3 (paragraph 4.18) which states: 

‘DHSC group bodies must therefore prepare their accounts on a going concern basis unless 
informed by the relevant national body or DHSC sponsor of the intention for dissolution 
without transfer of services or function to another entity.’ 

For foundation trusts the guidance is written differently but the result is the same – that foundation 
trusts follow the FReM adaptation to IAS 1, as set out in paragraph 2.13 of the FT ARM4: 

‘There is no presumption of going concern status for NHS foundation trusts. Directors must 
decide each year whether or not it is appropriate for the NHS foundation trust to prepare its 
accounts on the going concern basis.’ 

It is clear an NHS body will be determined not to be a going concern in only exceptional 
circumstances; however, this interpretation does not exempt the management of NHS bodies from 
the requirement to undertake a going concern review – and this has not changed in 2020/21. What 
has changed is the focus of the review on service provision rather than financial sustainability. This 
also means it is unlikely that an NHS body would have any going concern uncertainties to disclose. 

 
2 HM Treasury, Financial reporting manual 2020/21, December 2020 – table 2, interpretation of IAS 1 on page 
65 
3 DHSC, Group accounting manual 2020/21, updated March 2021 – paragraphs 4.12 to 4.22 
4 NHS Improvement, NHS foundation trust annual reporting manual 2020/21, updated March 2021 – 
paragraphs 2.13 to 2.18 

http://hm/
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/946940/MASTER_2020-21_FReM_FINAL.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/949589/2020-21_DHSC_GAM_January_2020_Final.pdf
https://www.england.nhs.uk/wp-content/uploads/2021/03/FT_Annual_Reporting_Manual_2020-21_March.pdf
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Both the GAM and the FT ARM are clear that if an entity considers that it is not a going concern, this 
must be discussed with NHS England and NHS Improvement and the DHSC at an early stage. The 
review should be based on each entity’s local circumstances and shared at an early stage with the 
audit committee. 

The going concern assessment taken to the committee may include: 

• a summary of the reporting requirements of the GAM and/ or the FT ARM and an explanation 
of the changes made in March 2021 

• the evidence that is available that the services will continue to be provided for the foreseeable 
future, this might include: 

• evidence of funding for the NHS from budgets and spending reviews as well as government 
announcements and the NHS Mandate – for example, the March 2021 budget included 
revenue departmental expenditure levels (RDEL) for the DHSC and NHS England5, the 
announcement by the Secretary of State of £7bn for Covid-19 recovery6 

• evidence that the NHS may be subject to reorganisation but the services the entity provides 
will be continued – this may include the white paper7 that says that the functions of the 
STP/ICS will be merged with the functions of the CCG and that the allocative functions will be 
held by an OCS NHS body 

Period covered by the assessment 

IAS 1 Presentation of financial statements (paragraph 26) says that the review should take into 
account as much information about the future as possible but should look ahead at least 12 months 
from the end of the reporting period. However, it is worth noting that auditors are required to make a 
disclosure in their report if the period covered by the management’s review is less than a year from 
the date of approval of the financial statements8. 

Clearly, there is a difference here: the end of the reporting period for NHS bodies is 31 March 
whereas the annual report and accounts are finalised in May/June. In order to ensure a smooth year-
end process, management’s assessment of going concern should cover the period of 12 months 
from the annual report and accounts submission deadline for the financial year.  

This is supported by IAS 10 Events after the reporting period (paragraphs 14 to 16). It says that 
events or conditions that may cast significant doubt on the entity’s ability to continue as a going 
concern may arise after the reporting period. 

Scheduling committee involvement  

The review should be scheduled into audit committee meetings in the final half of the financial year. 
This will allow for a full and frank analysis to be undertaken and allow time for the finance team to 
answer the committee’s questions. For 2020/21, this discission will include the implications of the 
changes to the GAM and FT ARM – the going concern disclosures are likely to take less time to 
discuss but there may need to be more discussion of disclosures around financial sustainability.  

The going concern assessment should also be scheduled into at least the final full board meeting 
before the year-end as well as the one which approves the annual report and accounts. It is likely 
that the board will want to discuss both the assessment of going concern and the associated 
disclosures in the annual report and accounts prior to sign off. 

 
5 HM Treasury, Spending review documents, March 2021 
6 DHSC, £7bn for NHS and social care for Covid-19 response and recovery, 19 March 2021  
7 DHSC, Integration and innovation: working together to improve health and social care for all, updated 
February 2021 
8 The footnote to paragraph 14 of ISA(UK)570 states that ‘In the UK, the period used by those charged with 
governance in making their assessment is usually at least one year from the date of approval of the financial 
statements 

https://www.gov.uk/government/publications/spending-review-2020-documents/spending-review-2020
https://www.gov.uk/government/news/7billion-for-nhs-and-social-care-for-covid-19-response-and-recovery
https://www.gov.uk/government/publications/working-together-to-improve-health-and-social-care-for-all/integration-and-innovation-working-together-to-improve-health-and-social-care-for-all-html-version
https://www.frc.org.uk/getattachment/13b19e6c-4d2c-425e-84f9-da8b6c1a19c9/ISA-UK-570-revised-September-2019-Full-Covers.pdf
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Disclosure in the annual report and accounts 
IAS 1 also requires that where there are ‘material uncertainties related to conditions that may cast 
significant doubt upon the entity’s ability to continue as a going concern’ these should be disclosed in 
the accounts. As noted above, these uncertainties might arise after the reporting period.  

The reporting requirements for NHS bodies have changed in the updates to the GAM and FT ARM 
2020/21: 

• all bodies in the DHSC’s group accounting boundary are required to include an explanation of 
the adoption of the going concern basis where it might be called into doubt in the 
performance report part of their annual report (paragraph 3.25 of the DHSC GAM 2020/21) – 
this has not changed in 2020/21 

• foundation trusts are expected to make a going concern disclosure in the overview part of 
their annual report – paragraph 2.17 of the FT ARM gives an example of a typical disclosure 

• all NHS bodies should include an accounting policy note which states that the accounts have 
been prepared on a going-concern basis and, where applicable, any material uncertainties 
(Chapter 5, annex 1 of the DHSC GAM 2020/21 provides suggested disclosures , with an 
example also included in the example provider accounting policies issued by NHS England 
and NHS Improvement to providers). 

The previous disclosure requirements in relation to material uncertainties in respect of events or 
conditions that cast significant doubt on the going concern ability of the body have been completely 
revised. 

Financial sustainability disclosures 

While the disclosures, and associated discussions, in relation to going concern will be much shorter, 
there will still be NHS bodies in financial difficulties so there will need to be some additional 
disclosures explaining the key risks and issues relating to the financial position.  However, because 
of the amendment to IAS 1 even those bodies with significant financial issues will prepare their 
accounts on a going concern basis. The disclosures are more about the financial position than going 
concern status.  

Paragraph 4.22 of the GAM and paragraph 2.18 of the FT ARM are the same: 

‘Consideration of risks to the financial sustainability of the organisation is a separate matter to 
the application of the going concern concept. Determining the financial sustainability of the 
organisation requires an assessment of its anticipated resources in the medium term. Any 
identified significant risk to financial sustainability is likely to form part of the risks disclosures 
included in the wider performance report, but is a separate matter from the going concern 
assessment.’ 

Disclosures in relation to financial sustainability are likely to be included in: 

• the performance overview part of the annual report, where the performance analysis is 
included then financial sustainability will be covered there as well 

• the governance statement 

• the critical judgments and estimates part of the annual accounts. 

A list of the issues that may need to be considered when reporting on financial sustainability issues is 
included below. This list was developed, in part, from disclosures in NHS annual reports and 
accounts from 2015/16 onwards. Disclosures should focus on material issues, particularly those 
where there is uncertainty. 

Role of auditors 
International standard on auditing (UK) 570 Going concern (ISA 570)9 sets out the auditor’s 
responsibility in relation to going concern. The standard was substantially revised in September 2019 

 
9 Financial Reporting Council, ISA(UK)570, September 2019 

https://www.frc.org.uk/getattachment/13b19e6c-4d2c-425e-84f9-da8b6c1a19c9/ISA-UK-570-revised-September-2019-Full-Covers.pdf
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and the revised standard is applicable to audits of financial statements for periods commencing on or 
after 15 December 2019. For NHS bodies this is 2020/21.  

The Financial Reporting Council’s (FRC) Statement of recommended practice – Practice Note 10: 
Audit of financial statements and regularity of public sector bodies in the United Kingdom, (Revised 
2020) (PN10) 10 sets out the interpretation of going concern for non-trading entities within public 
sector in the UK. 

PN10 recognises that the adaptation of IAS1 means the matter of whether the going concern basis is 
appropriate is not a significant focus for the auditor. Therefore a ‘straightforward and standardised 
approach to compliance with ISA 570 will often be appropriate’. 

PN10 also recognises that the financial sustainability of the organisation is of more public interest 
than reporting issue rather relating to the application of the going concern basis of accounting. While 
these issues are not directly relevant to the auditor’s opinion, they might want to use their additional 
reporting powers to draw the user’s attention to financial sustainability concerns.  

Supplementary Guidance Note (SGN) 01: Going Concern – Auditors’ responsibilities for local public 
bodies11 (the SGN), issued by the NAO’s Comptroller and Auditor General, has been prepared to 
assist auditors in meeting their responsibilities as the statutory auditor of local public bodies, under 
the Code of Audit Practice (the Code). 

The SGN sets out guidance for auditors to have regard to in their assessment of going concern on 
audits of financial statements of local health and local government bodies and is relevant to audits 
from financial year 2020/21 and onwards. The SGN sets out the requirements (in accordance with 
ISA (UK) 570) of the auditor’s risk assessment procedures in respect of understanding the entity and 
understanding the entity's controls around going concern and evaluating management’s assessment. 

Issues to consider as part of considering the financial sustainability of 
the NHS body  
The financial sustainability of the NHS body itself will be assessed by considering such issues as:  

• the financial position to date against budget and plan as well as the forecast financial 
position: 

• key judgements and assumptions made in developing budgets and forecasts should be 
challenged 

• all budgets and forecasts should be subject to sensitivity analysis  

• cash flow forecasts - consideration should be given to the assumptions made about future 
activities both in terms of the income they generate and the timing of associated cash 
receipts and the cash costs they incur. Past accuracy of cash flow forecasting is an indication 
that future forecasts may be accurate  

• cash support received to date, the form of that support and the conditions attached to it  

• levels of cash support expected to be required in the next financial year and whether or not 
this has been agreed with NHS England and NHS Improvement or the DHSC 

• once the financial regime reverts to ‘normal’ after the Covid-19 financial regime, the progress 
of contract negotiations with main commissioning bodies, including CQUIN payments. The 
agreement of contracts provides evidence that services will continue to be provided but may 
also provide evidence that the income generated by these contracts does not cover the NHS 
body’s costs. The review of contracts may also include review of the contract negotiation 
process and the extent to which contracts are subject to arbitration and evidence of 

 
10 Financial Reporting Council, Practice Note 10: Audit of financial statements and regularity of public sector 
bodies in the United Kingdom, November 2020 
11 NAO, Supplementary Guidance Note 01: Going concern – auditors’ responsibilities for local public bodies, 
April 2021 

https://www.public-audit-forum.org.uk/wp-content/uploads/2020/11/Practice-Note-10-Audit-of-Financial-Statements-and-Regularity-of-Public-Sector-Bodies-in-the-United-Kingdom-Revised-2020.pdf
https://www.public-audit-forum.org.uk/wp-content/uploads/2020/11/Practice-Note-10-Audit-of-Financial-Statements-and-Regularity-of-Public-Sector-Bodies-in-the-United-Kingdom-Revised-2020.pdf
https://www.nao.org.uk/code-audit-practice/wp-content/uploads/sites/29/2021/04/SGN-01-Going-Concern-Final-16-April-2021.pdf
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discussions to date. While the Covid-19 arrangements remain in place the impact of that 
regime on the financial position should be considered 

• where the NHS body is reliant on a single commissioning body for most of its income 
consideration of that commissioner’s financial position as well 

• the cost improvement programme: 

• how much of the programme is non-recurrent 

• how much is supported by real plans which can be implemented soon 

• whether there is a ‘balancing’ figure or an element of the programme which has not yet been 
confirmed 

• whether the programme has been subject to sensitivity analysis 

• the key assumptions underlying the programme should be challenged 

• whether any of the programme is reliant on third party support or involvement and whether 
that has been agreed 

• any strategy developed to achieve financial balance – this could be an integration programme 
with other bodies, a programme to change the healthcare provision at some sites or a plan to 
merge with other NHS bodies. Any such programme should be robustly challenged if it is 
critical to the entity remaining a going concern  

• agreement of balances and level of mismatches – particularly where the provider is accruing 
income that the commissioner is not. This exercise can provide evidence that the provider 
and commissioners are working together and have an agreed financial outlook or that 
relationships are not working well and there are likely to be adjustments to the entity’s 
accrued income or expenditure 

• the levels of turnover of executive level staff and the reliance on interims, particularly in the 
director of finance role 

• any formal action taken by auditors or which auditors are considering, for example, a referral 
to the Secretary of State under s30 of the Audit and Accountability Act 2014 (NHS trusts and 
CCGs only) or a report in the public interest 

• any formal action taken by a regulatory body - for example, the Care Quality Commission.  

The focus of reporting in the annual report and accounts will be on the risks that the financial 
sustainability, or lack thereof, poses to the NHS body and how those risks are managed. In terms of 
the accounts, judgements and estimates will need to take account of the financial position of the body 
and the impact of that in terms of issues such as supplier relationships, impairment reviews and 
liquidity.  
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About the HFMA 
The Healthcare Financial Management Association (HFMA) is the professional body for finance staff 
working in healthcare. For 70 years it has provided independent support and guidance to its 
members and the wider healthcare community.  

It is a charitable organisation that promotes the highest professional standards and innovation in 
financial management and governance across the UK health economy through its local and national 
networks. The association analyses and responds to national policy and aims to exert influence in 
shaping the healthcare agenda. It also works with other organisations with shared aims in order to 
promote financial management and governance approaches that really are ‘fit for purpose’ and 
effective.  

The HFMA is the biggest provider of healthcare finance and business education and training in the 
UK. It offers a range of qualifications in healthcare business and finance at undergraduate and 
postgraduate level and can provide a route to an MBA in healthcare finance. The association is also 
an accredited provider of continuing professional development, delivered through a range of events, 
e-learning and training. In 2019 the HFMA was approved as a main training provider on the Register 
of Apprenticeship Training Providers and will be offering and developing a range of apprenticeships 
aimed at healthcare staff from 2020. 

© Healthcare Financial Management Association 2021. All rights reserved. 

While every care had been taken in the preparation of this briefing, the HFMA cannot in any 
circumstances accept responsibility for errors or omissions and is not responsible for any loss 
occasioned to any person or organisation acting or refraining from action as a result of any material 
in it. 
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