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Audit and Risk Committee

Oxford Health NHS Foundation Trust 8 July 2026
Warneford Hospital

Warneford Lane

Oxford

OX3 7JX

Dear Audit and Risk Committee Members,

2025/26 Auditor’'s Annual Report

We are pleased to attach our Auditor’'s Annual Report including the commentary on the Value for Money (VFM) arrangements for Oxford
Health NHS Foundation Trust. This report and commentary explains the work we have undertaken during the year and highlights any
significant weaknesses identified along with recommendations for improvement. The commentary covers our findings for audit year
2025/26.

This report is intended to draw to the attention of the Foundation Trust any relevant issues arising from our work. It is not intended for, and
should not be used for, any other purpose.

We welcome the opportunity to discuss the contents of this report with you at the Audit and Risk Committee meeting on 18 September 2026.

Yours faithfully
Claire Mellons
For and on behalf of Ernst & Young LLP
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Commentary Appendices

The contents of this report are subject to the terms and conditions of our appointment as set out in our engagement letter of 19 January 2023.

This report is made solely to the Audit and Risk Committee, Council of Governors, Board of Directors and management of Oxford Health NHS Foundation Trust in accordance with our engagement letter.
Our work has been undertaken so that we might state to the Audit and Risk Committee, Council of Governors, Board of Directors and management of Oxford Health NHS Foundation Trust those matters
we are required to state to them in this 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 Audit and Risk
Committee, Council of Governors, Board of Directors and management of Oxford Health NHS Foundation Trust for this report or for the opinions we have formed. It should not be provided to any third-
party without our prior written consent.
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Executive Summary

Purpose °

The purpose of the Auditor's Annual Report is to bring together all of the auditor’'s work over the year and the value for money commentary, including confirmation
of the opinion given on the financial statements; and, by exception, reference to any reporting by the auditor using their powers under the Local Audit and
Accountability Act 2014. As set out in the Code of Audit Practice 2024 (the 2024 Code) issued by the National Audit Office (NAO) and the accompanying Auditor
Guidance Note 3 (AGN 03), this commentary aims to highlight to the Foundation Trust, and the wider public, relevant issues identified during our audit. It includes
the recommendations arising from our current year's audit as well as a follow-up on any recommendations issued in previous years. Additionally, it includes our
assessment of whether prior recommendations have been satisfactorily implemented.

Responsibilities of the appointed auditor

We have undertaken our 2025/26 audit work in accordance with the Audit Plan that we issued on 2 April 2026. We have complied with the National Audit Office's
(NAO) Code of Audit Practice 2024, other guidance issued by the NAO and International Standards on Auditing (UK).

As auditors we are responsible for:

Expressing an opinion on:

= The 2025/26 financial statements;

= The parts of the remuneration and staff report to be audited;

= The consistency of other information published with the financial statements, including the Annual Report;

= Whether the consolidation schedules are consistent with the Foundation Trust's financial statements for the relevant reporting period.
Reporting by exception:

= |f the Governance Statement does not comply with relevant guidance or is not consistent with our understanding of the Foundation Trust;
= To NHS England if we have concerns about the legality of transactions or decisions taken by the Foundation Trust;

= Any significant matters or written recommendations that are in the public interest; and

= |f we identify a significant weakness in the Foundation Trust's arrangements in place to secure economy, efficiency and effectiveness in its use of resources.
Responsibilities of the Foundation Trust

The Foundation Trust is responsible for preparing and publishing its financial statements, Annual Report and Governance Statement. It is also responsible for
putting in place proper arrangements to secure economy, efficiency and effectiveness in its use of resources.
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Executive Summary (continued)

2025/26 conclusions

Financial statements

Parts of the remuneration report
and staff report subject to audit

Consistency of the other
information published with the
financial statement

Value for money (VFM)

Consistency of the annual
governance statement

Referrals to NHS England

Public interest report and other
auditor powers
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Unqualified - the financial statements give a true and fair view of the financial position of the Foundation Trust as at 31
March 2026 and of its expenditure and income for the year then ended. We issued our auditor’'s report on 25 June 2026.

We reported several errors within the remuneration and staff report as part of our audit work, due to errors found
within the salaries and allowances table, the pensions table, the fair pay disclosures and the exit packages disclosure.
These were all adjusted for by management in the final version of the Annual Report and Accounts.

Financial information in the Annual Report and published with the financial statements was consistent with the audited
accounts.

We had no matters to report by exception on the Foundation Trust's VFM arrangements. We have included our VFM
commentary in Section 03.

We were satisfied that the annual governance statement was consistent with our understanding of the Foundation Trust.

We made no such referrals.

We had no reason to use our auditor powers.

Oxford Health NHS Foundation Trust Auditor's Annual Report| 6



Executive Summary (continued)

2025/26 conclusions (continued)

Reporting to the Foundation Trust
on its consolidation schedules

Reporting to the National Audit
Office (NAO) in line with group
instructions

Certificate
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We concluded that the Foundation Trust's consolidation schedules agreed, within a £742,800 tolerance, or £300,000
tolerance for losses and special payments, gifts and contingent liability disclosures, to the audited financial statements.

We have reported to the NAO in line with their group instructions.

We cannot formally conclude the audit and issue an audit certificate until the NAO, as group auditor, has confirmed that
no further assurances will be required from us as component auditors of Oxford Health NHS Foundation Trust.
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Executive Summary (continued)

Value for money scope

Under the 2024 Code, we are required to consider whether Oxford Health NHS Foundation Trust has put in place ‘proper arrangements’ to secure economy,
efficiency and effectiveness on its use of resources. The Code requires the auditor to design their work to provide them with sufficient assurance to enable them to
report to Oxford Health NHS Foundation Trust a commentary against specified reporting criteria (see below) on the arrangements Oxford Health NHS Foundation
Trust has in place to secure value for money through economic, efficient and effective use of its resources for the relevant period.

We do not issue a ‘conclusion’ or ‘opinion’, but where significant weaknesses are identified we will report by exception in the auditor’s opinion on the financial
statements.

The specified reporting criteria are:

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

= Governance - How the Foundation Trust ensures that it makes informed decisions and properly manages its risks.

Improving economy, efficiency and effectiveness - How the Foundation Trust uses information about its costs and performance to improve the way it manages
and delivers its services.

In undertaking our procedures to understand the body’s arrangements against the specified SUSFEZ?nnaCt:ﬁ:ty
reporting criteria, we identify whether there are risks of significant weakness which require us

to complete additional risk-based procedures. AGN 03 sets out considerations for auditors in

completing and documenting their work and includes consideration of:

= our cumulative audit knowledge and experience as your auditor;

= reports from internal audit which may provide an indication of arrangements that are not
- : . Arrangements
operating effectively; .
for securing

= our review of committee reports; value for money
= meetings with the officers of the Foundation Trust;
Improving

Governance EI?fcfo'nomy,&
= evaluation of associated documentation through our regular engagement with Foundation iciency

. ffectivenes
Trust management and the finance team. ~ '
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= information from external sources; and
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Executive Summary (continued)

Reporting °

Our commentary for 2025/26 is set out in Section 03. The commentary on these pages summarises our understanding of the arrangements at the Foundation
Trust based on our evaluation of the evidence obtained in relation to the three reporting criteria (see table below) throughout 2025/26. There are no
recommendations arising from the value for money work for the year 2025/26, and an update on the one recommendation agreed with the Foundation Trust within
the value for money work in the prior year is reported in Appendix A.

In accordance with the 2024 Code, we are required to report a commentary against the three specified reporting criteria. The table below sets out the three
reporting criteria, whether we identified a risk of significant weakness as part of our planning procedures, and whether, at the time of this report, we have
concluded that there is a significant weakness in the body’s arrangements.

ST G Risks of significant weaknesses in Actual significant weaknesses in
P 9 arrangements identified? arrangements identified?

Financial sustainability: How the Foundation Trust plans and manages its resources No significant risks identified. No significant weakness identified.

to ensure it can continue to deliver its services.

Governance: How the Foundation Trust ensures that it makes informed decisions No significant risks identified. No significant weakness identified.

and properly manages its risks.

Improving economy, efficiency and effectiveness: How the Foundation Trust uses  Care Quality Commission (CQC) No significant weakness identified.

information about its costs and performance to improve the way it manages and inspection result on the Trust's Child

delivers its services. and Adolescent Mental Health Services

(CAMHS) wards.
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Executive Summary (continued)

Independence °

The FRC Ethical Standard requires that we provide details of all relationships between Ernst & Young (EY) and the Foundation Trust, and its members and senior
management and its affiliates, including all services provided by us and our network to the Foundation Trust, its members and senior management and its affiliates,
and other services provided to other known connected parties that we consider may reasonably be thought to bear on the our integrity or objectivity, including
those that could compromise independence and the related safeguards that are in place and why they address the threats.

There are no relationships from 1 April 2025 to the date of this report, which we consider may reasonably be thought to bear on our independence and objectivity.

EY Transparency Report 2025 °

Ernst & Young (EY) has policies and procedures that instil professional values as part of firm culture and ensure that the highest standards of objectivity,
independence and integrity are maintained.

Details of the key policies and processes in place within EY for maintaining objectivity and independence can be found in our annual Transparency Report which the
firm is required to publish by law. The most recent version of this Report is for the year ended 30 June 2025:

EY UK 2025 Transparency Report | EY - UK
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Audit of financial statements

Key findings °
The Annual Report and Accounts is an important tool for the Foundation Trust to show how it has used public money and how it can demonstrate its financial
management and financial health.

On 25 June 2026, we issued an unqualified opinion on the financial statements. We reported our audit scope, risks identified and detailed findings to the 15 June
2026 Audit and Risk Committee meeting in our Audit Results Report. We then issued an updated and final Audit Results Report to management on 25 June 2026,
alongside our opinion. We outline on the next slide the key issues identified as part of our audit.

We identified two new control recommendations during this audit; and of the two open recommendations from the previous year, we have closed one and kept one
open.

Control Issue Conclusion
Remuneration Report In previous years we have identified several issues in the exit packages We have identified significant levels of audit differences in
(formerly Exit disclosure relating to exit packages being based on payment date, rather 2025/26 across all auditable areas of the remuneration report,
packages) (high) than agreement date. In 2024/25 we expanded the recommendation to including the exit packages and fair pay disclosures. We
Open from 2024/25 include the wider remuneration report elements that are subject to audit, therefore retain this finding.

due to errors being identified in these disclosures. In response to this recurring recommendation, management

have revised their methodology for recording exit packages
throughout the year and have also revised the methodology for
calculating the fair pay disclosures.

Leases In the prior year we identified several errors within lease disclosures and We did not identify significant errors this year, and we have
(low) recommended that improved quality assurance processes were put in place |closed this recommendation.

Open from 2024/25 for this area.

Accruals Threshold It is our understanding that currently, management do not set any Management are looking into this recommendation.
(low) minimum value threshold for accruals, and instead seek to accrue for all
items, regardless of their value.

Identified in 2025/26 |We would encourage management to consider whether they would benefit
from introducing a de minimis threshold for next year, to increase
efficiencies across the Finance team.

Accounts Preparations |We identified many casting and consistency errors, across multiple versions | Management accepts this recommendation and recognises the
(low) of the financial statements and identified two instances whereby material importance of strengthening processes and controls with the
Identified in 2025/26 |related party relationships were not identified and disclosed within the presentation of the accounts.

financial statements. We therefore recommended management implement
stronger quality control processes to identify casting errors and
undisclosed related party relationships.

Confidential — All Rights Reserved
© Ernst & Young LLP 2025 Oxford Health NHS Foundation Trust Auditor's Annual Report| 12



Audit of financial statements (continued)

The Statement of Accounts is an important tool for the Council to show how it has used public money and how it can demonstrate its financial management and
financial health. In our Audit Planning Report, we identified two significant risks for our audit of the financial statements of the Foundation Trust where there is
potential risk and exposure. Our consideration of these matters is summarised below.

Financial statement risks

Significant risk Conclusion

Presumptive risk of management override of controls We have not found any evidence of material misstatement due to management
override of controls as part of our work.

The accounts as a whole are not free of material misstatements whether caused
by fraud or error.

As identified in ISA (UK) 240, management is in a unique position to perpetrate
fraud because of its ability to manipulate accounting records directly or
indirectly and prepare fraudulent financial statements by overriding controls
that otherwise appear to be operating effectively. We identify and respond to
this fraud risk on every audit engagement.

Misstatements due to fraud or error - risk of fraud in revenue and expenditure |Our audit work found no indication of material fraud or error in these balances.

recognition

We linked the risk specifically to the understatement of research and development
income, overstatement of deferred income and understatement of receivables.

We linked it to these accounts as they may involve estimation and judgement
from management and therefore may be manipulated to produce the desired
year-end financial position by inappropriate recognition of revenue and
expenditure.
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Value for Money Commentary

Financial sustainability: How the Foundation Trust plans and manages its resources to ensure it can

continue to deliver its services

No significant weakness identified ®

The Foundation Trust has well established processes and networks for liaising with colleagues at the Integrated Care Board, and across the wider Integrated Care
System, to understand the level of funding to be received as part of the system level financial envelope. Within the Foundation Trust, planning assumptions are in
place within professional functions e.q. financial planning assumptions, workforce planning assumptions, and equivalent. NHS England provide clear guidance on
operational planning requirements and long-term plan ambitions. The Foundation Trust receive an operational capital allowance each year from NHS England, and
further capital funding can be applied for. The Foundation Trust are in the process of applying for additional funding for future years in relation to the Warneford
Park programme, which is currently in the planning application stage. We note this will be a significant consideration in our Value for Money assessment in the
coming years.

Whilst there is already good communication between professional functions within the Foundation Trust when putting together the plan, work has been under way in
recent years to improve the alignment of planning assumptions so that greater assurance of their consistency, consistent application and testing can be achieved by
a central coordinated business planning function. While work is still underway in this area, we note positive improvements in the coordination of the business
planning functions. We have reviewed plans for the 2026/27 budget which were submitted during 2025/26, and these show clear coordination between functions
such as the inclusion of temporary staffing plans which will require significant involvement from non-financial functions.

Each directorate is allocated a cost improvement target for the year and is allocated a finance lead and Project Management Office (PMO) support to review the
service plans and support in ensuring that the schemes are deliverable. The ability to deliver the savings in each scheme is assessed by service leads and the PMO
team. Financial management review and agree the financial deliverability of schemes providing a check and challenge on the size and opportunity. Additionally,
finance sit in the Cost Improvement Programme (CIP) programme board where schemes are presented for additional challenge.

The Foundation Trust reports the financial position each month to the Board of Directors through the Integrated Performance Report. The financial position is also
reviewed by the Finance & Investment Committee, who meet every two months. The Finance & Investment Committee also review financial reports and proposals in
greater detail, such as updates on the Warneford Park programme and the Private Finance Initiative exit payment. There is the ability to flex the financial plan,
should it be required, for significant events during the year such as contract variations, winning new business, or to achieve greater efficiencies. Approval for flex to
budgets must be obtained from both service leads and senior finance staff. The finance team also provide day to day support for the more immaterial financial
matters.

Conclusion: Based on the work performed, the Foundation Trust had proper arrangements in place in 2025/26 to enable it to plan and manage its resources to
ensure that it can continue to deliver its services.
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Value for Money Commentary (continued)

Governance: How the Foundation Trust ensures that it makes informed decisions and properly manages

its risks

No significant weakness identified ®

The Audit and Risk Committee is the main committee of the Board that has oversight of the risks and internal controls of the Foundation Trust. It reqularly receives
and challenges the corporate risk register which is the document that collates the most significant risks to the Foundation Trust, including financial risks. In March
2026 the Foundation Trust appointed a new Chair of the Audit and Risk Committee. During 2025/26 the Chief Executive announced their retirement for later in
2026, and the Nominations, Remuneration and Terms of Service Committee has acted effectively to appoint a new Chief Executive with the use of external support,
and effective discussions surrounding the composition of the interview panel.

The main mechanism through which the Committee discharges its responsibilities in relation to the operation of internal control is through receiving reports from
internal audit and holding management to account for addressing recommendations made as part of their work. The internal audit provider also provides counter
fraud services which supports the Foundation Trust in taking actions to prevent and detect fraud and summaries of these actions are also reported into each Audit
and Risk Committee meeting. The 2025/26 internal audit and counter fraud annual reports show effective progress against the plan and evidence of an effective
system of internal controls with no high priority findings or recommendations.

The Finance and Investment Committee has a significant role in terms of addressing financial risk. It reviews and challenges the Foundation Trust budget plans and
continuously monitors performance throughout the year, before making recommendations to the Board for approval or consideration. There is a detailed budget
planning and monitoring process which supports the information reported to the Finance and Investment Committee which is led by members of the finance team
and seeks to identify early any inherent risks to achievement of plans and to develop mitigations to these risks.

Financial monitoring, at a more granular level, is performed through the monthly management accounts process and it is this process that identifies cost drivers
and pressures that may impact achievement of target in the current, or future, financial years. Significant concerns emerging through this will feed into the
summary of inherent risks reported to the Finance and Investment Committee.

The Foundation Trust has a wide range of policies covering expectations and requirements of staff, including policies relating to the conduct of individuals as well as
operational practice and patient safety. These policies are developed as a mechanism for ensuring that the Foundation Trust remains compliant with legal and
regulatory frameworks. Failure of staff to comply with these policies will trigger the Foundation Trust's performance management and disciplinary policies.

During the audit we identified a large number of casting and consistency errors in multiple versions of the financial statements and two instances whereby material
related party relationships were not identified and disclosed, and raised a recommendation as part of our financial statements audit that management implement
stronger accounts preparation processes to prevent and detect these errors in future years, to provide the Audit and Risk Committee with more complete and
accurate financial statements.

Conclusion: Based on the work performed, the Foundation Trust had proper arrangements in place in 2025/26 to make informed decisions and properly

manage its risks.

Confidential — All Rights Reserved
© Ernst & Young LLP 2025 Oxford Health NHS Foundation Trust Auditor's Annual Report| 16



Value for Money Commentary (continued)

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

No significant weakness identified ®

In 2025/26 the Foundation Trust exceeded performance against the initial budget set, with an adjusted operating surplus of £9.7 million which is £4.9 million
better than planned. This is due to additional funding received from NHS England at the end of the financial year, awarded to the Foundation Trust based on their
strong financial performance during 2025/26. Once this is removed the operating surplus is in line with the planned surplus of £4.8 million, showing effective
budgeting and forecasting. The Foundation Trust performed broadly in-line with the national target on the majority of non-financial metrics reported as per the
Foundation Trust's Integrated Performance Report published within the financial statements. Performance of the Urgent Mental Health Care unit showed strong
performance of indicators above the national average in all areas, and agency usage at 3.11% is below the national target of 4.23%. The child and adolescent
mental health (CAMHS) unit showed performance below the national average in several metrics, which is consistent with the rating of ‘requires improvement’ issued
to this unit by the Care Quality Commission (CQC), as discussed further on the next page.

The Foundation Trust monitors performance through two main routes, financial and operational. Financial performance is monitored through the budget setting and
reporting processes through to Board, which are summarised on the previous two slides. Operational performance is also managed through reporting up to the
Foundation Trust Board on performance against both the national average and internal targets set by the Foundation Trust across four distinct groups: strategic,
clinical, quality and people metrics. If targets are not met, an investigation is undertaken to understand the reasons behind the underperformance and the actions
to be taken to address performance concerns.

A core element of improving and managing the delivery of services of the Foundation Trust is through partnership working - both within the Integrated Care System
that the Foundation Trust operates and in terms of the provider collaborative arrangements for which the Foundation Trust is the lead provider of approximately
£139 million of services. The Foundation Trust manages these partner relationships through engagement at the most senior level - the Chief Executive is the main
point of liaison, but all executive team members have a role to play in participation of partner groups in their area of expertise. These executive team members then
feed system wide performance and actions into the financial and operational plans of the Foundation Trust to ensure that plans are consistent with wider partners.
The Board also see a high-level summary of the Integrated Care System performance as part of the regular reporting pack.

The Foundation Trust has arrangements in place to adhere to procurement legislation through the procurement policy and standing financial instructions and,
wherever possible, risks are mitigated by contracting under standard NHS terms and conditions. Operational Services monitor the benefits and performance of
services procured, through contract and operational review meetings.
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Value for Money Commentary (continued)

Improving economy, efficiency and effectiveness: How the Foundation Trust uses information about its
costs and performance to improve the way it manages and delivers its services (continued)

The Foundation Trust's operational performance is also reviewed externally by the Care Quality Commission (CQC), with the latest overall Trust inspection rating the
Foundation Trust as ‘good’ in December 2019. In April 2026, the Foundation Trust's inpatient child and adolescent mental health (CAMHS) wards were inspected by
the CQC, with a rating of ‘requires improvement’.

The inspection report, which was undertaken in November 2025 and published online by the CQC in April 2026, noted three areas where improvements were

required; safe, responsive and well-led. The main findings for each area were:

= Safe: The service relied heavily on restrictive practices, with limited evidence that de-escalation was attempted before restraint, and risk assessments were not
completed prior to young people leaving the ward.

= Responsive: The service did not make sure people were at the centre of their care and treatment choices and they did not work in partnership with people, to
decide how to respond to any relevant changes in people’s needs. Care plans were often generic and not tailored to individual needs.

= Well-led: Governance processes were in place, but there was limited evidence that actions were followed through. Despite training, staff often recorded
information inconsistently, making care records difficult to navigate.

The report also noted that due to the above matters, this was a breach of the Health and Social Care Act 2008 (Regulated Activities) Regulations. The Foundation
Trust has developed an action plan to respond to the matters identified and, topics covered by the action plan include:

= |ssuing training on tailoring care plans to individuals;

= Regqular reviews of restrictions;

= Recruitment of a Clinical Lead for Reducing Restrictive Practice; and

= [ssuing training on the electronic records system to ensure information is easily accessible for staff.
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Value for Money Commentary (continued)

Improving economy, efficiency and effectiveness: How the Foundation Trust uses information about its
costs and performance to improve the way it manages and delivers its services (continued)

We are satisfied that the findings of the inspection identified were not indicative of wider governance and leadership failings, and the size of services inspected, in
comparison to the Foundation Trust as a whole, does not indicate a wider issue. We note that despite the new report, the overall CQC rating for the Foundation
Trust remains good, and although the report highlighted breaches of the Health and Social Care Act 2008 regulations, it did also comment on positive practices on
the wards, including a good range of professionals, good facilities, and positive interactions between staff and patients.

We also note that management have taken appropriate action to rectify the issues in a timely manner. This includes increasing the level of oversight by senior
individuals, increased review of documentation, and increased use of audits to monitor progress. In terms of the non-compliance with laws and reqgulations, we

concluded any potential fine would be insignificant as the history of fines issued by the CQC show fines over our reporting threshold have only been issued in
extreme breaches of the regulations.

From our review of the inspection report and the Foundation Trust's response to the inspection, we are satisfied that the CQC inspection rating of ‘requires
improvement’ does not warrant a significant weakness.

Conclusion: Based on the work performed, the Foundation Trust had proper arrangements in place in 2025/26 to enable it to use information about its costs
and performance to improve the way it manages and delivers its services.
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Appendix A - Recommendations

Recommendations from 2025/26 °

There are no recommendations arising from the value for money work for the year 2025/26.

Recommendations brought forward from previous years °

The table below sets out the recommendation open within the value for money work in the prior year, 2025/26, and progress made in the current year.
This recommendation has been agreed by management.

Issue Recommendation Progress made in 2025/26

Governance - failure of Remuneration to meet We identified an instance where members of the This was initially raised in 2023/24, where

in person before approving decisions Remuneration Committee were provided with a paper via mManagement noted the recommendation, and
email prior to a settlement agreement with a senior acknowledged that best practice would be
director being signed and approved. However, to follow 0 discuss the matter in person to facilitate proper
proper governance procedures the Remuneration discussions and challenge.
Committee should have met prior to the decision being
made. This would facilitate proper challenge and In both 2024/25 and 2025/26 there have been no

senior director exit packages, and therefore we are

discussion that is not possible over email.
unable to comment on progress made.

As we note management have acknowledged the
recommendation, and 2025/26 minutes from the
Nominations, Remuneration and Terms of Service
Committee has shown effective discussions, we have
closed this recommendation as we are satisfied
there is no further action required to be taken by
management.
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