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Sefylifa / Situation

The Annual Audit Report 2023, at Appendix 1, sets out the key findings from the audit work
undertaken at Hywel Dda University Health Board (UHB) by Audit Wales (AW) during 2023.
The work undertaken allows the Auditor General for Wales to discharge his responsibilities
under the Public Audit (Wales) Act 2004 in respect of the audit of the accounts and the UHB’s
arrangements to secure efficiency, effectiveness and economy in its use of resources.

The key focus of the Structured Assessment 2023, at Appendix 2, was on the Health Board’s
corporate arrangements for ensuring that resources are used efficiently, effectively, and
economically, with a specific focus on Board transparency, cohesion, and effectiveness,
corporate systems of assurance, corporate approach to planning, and corporate approach to
financial management. Updates on progress against recommendations identified in previous
structured assessment reports have also been included in the document.

Cefndir / Background

As noted by Audit Wales

This year’s audit work took place at a time when NHS bodies were still responding to the
legacy of the COVID-19 pandemic as they look to recover and transform services and respond
to the additional demand in the system that built up during the pandemic. Furthermore, health
bodies are also dealing with a broader set of challenges associated with the cost-of-living crisis,
the climate emergency, inflationary pressures on public finances, workforce shortages, and an
ageing estate.

At the time of our review, the Health Board was also managing several significant challenges:
e it continues to be in targeted intervention for planning and finance and enhanced

monitoring for quality issues related to performance resulting in long waiting times and
poor patient experience;
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e in August 2023, the Health Board declared an internal major incident on discovering
Reinforced Autoclaved Aerated Concrete (RAAC) at Withybush Hospital, resulting in the
closure of six wards and several department areas to allow remedial works.

e |tis awaiting a decision, from a Welsh Government (WG) commissioned clinical review,
on the Programme Business Case submitted to WG, which support proposals to build a
new urgent and planned care hospital in line with its long-term strategy.

The 2023 Structured Assessment has been considered and discussed in depth at the feedback
session with the Chair, Chief Executive Officer, Chair of the Audit and Risk Assurance
Committee, Director of Finance and the Director of Corporate Governance held on 27
November 2023

The Annual Audit Report now being presented to the Board is, therefore, reflective of any
amendments that were agreed to the 2023 Structured Assessment report, and it is concurred
that the report presents a fair and balanced view of the organisation, recognising both the
positive aspects identified and those areas where further progress is required.

Asesiad / Assessment

ANNUAL AUDIT REPORT 2023 (APPENDIX 1)
The overall conclusions from the Annual Audit Report 2023 are as follows:

Audit of accountability report and financial statements

¢ An unqualified opinion on the accuracy and proper preparation of the 2022-23
financial statements of the Health Board;

e No material weaknesses were identified in the Health Board’s internal controls
relevant to the audit of the accounts;

¢ One other issue to the attention of officers and the Audit Committee relating to the
Health Board’s system to collect year-end annual leave balances and calculate the
year end provision is not robust and should be improved,;

e A qualified opinion on the regularity of the financial transactions within the Health
Board’s 2022-23 accounts as the Health Board did not meet its revenue resource
allocation over the three-year period ending 31 March 2023, with a substantive report
alongside to highlight the regularity issues.

Arrangements for securing efficiency, effectiveness and economy in the use of
resources
The following conclusions were outlined in the report:

e Urgent and sustainable action is needed to tackle the long waiting times for
orthopaedic services. There is a clear commitment to improve waiting times, however,
it could take three years or more to return the orthopaedic waiting list to pre-pandemic
levels.

e There are generally good governance arrangements at the Mental Health and
Learning Disabilities Directorate level with oversight at Board level. However, flows of
information need improving, and further work is needed to strengthen relationships
and engender a more open learning culture.

e Despite an increasing NHS workforce, there remain vacancies in key areas, high
sickness and staff turnover resulting in over-reliance on agency staffing. More
positively, NHS Wales is becoming a more flexible and equal employer.

e The Health Board is clearly focusing its efforts on its significant workforce challenges
and is taking pragmatic steps to help reduce risks. However, it needs to urgently
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develop a clear and consolidated workforce implementation plan and measure the
impact it is having to help address the significant workforce challenges it faces.

e The Health Board has generally effective corporate arrangements, however, it is
facing significant performance and financial challenges.

e The Health Board is making good progress in addressing my previous
recommendations. It is improving the management of primary care services, providing
additional capacity, and strengthening oversight of primary care challenges at Board.
However, capacity remains stretched in some areas, and more work is needed to
develop a financial baseline. Consideration of primary care, including oversight of
performance, in routine committee business requires improvement.

STRUCTURED ASSESSMENT 2023 (APPENDIX 2)
The overall conclusion from the Structured Assessment 2023 is as follows:

‘Overall, we found that the Health Board has generally effective corporate
arrangements, however, it is facing significant performance and financial challenges.’

AW provided the following feedback for specific areas:
Board transparency, effectiveness, and cohesion

AW found that the Board and its committees continue to operate effectively, maintaining focus
on public transparency, good governance, and continuous improvement. There are
opportunities to further enhance arrangements for patient safety walkabouts, and whilst the
Board is cohesive, a period of significant change will need to be well managed to ensure this is
maintained.

Key findings were as follows:

e Public transparency of Board business - the Board continues to have a strong
commitment to public transparency.

e Arrangements to support the conduct of Board business - robust arrangements remain
to support the effective conduct of Board and committee business.

o Effectiveness of Board and committee meetings - Board and Committee meetings are
conducted appropriately and effectively and remain focused on strategic risks and
objectives.

e Quality and timeliness of Board and committee papers - the Board and its committees
continue to receive good quality, timely papers, and interactive tools to support effective
scrutiny, assurance and decision making.

e Board commitment to hearing from patients/service users and staff - the Board has
maintained its commitment to hearing from patients and staff, but there are opportunities
to enhance arrangements for patient safety walkabouts.

e Board cohesiveness and commitment to continuous improvement - whilst the Board has
been stable and cohesive, it is going through a period of significant change which will
need to be well managed. However, the robust approach to Board development and
improvement provides a good foundation to manage this change.

Corporate systems of assurance
AW found that the Health Board has maintained and enhanced corporate systems of

assurance related to risk and recommendation tracking, and there is appropriate Board
oversight. The approach to overseeing the quality and safety of services is improving. Whilst
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corporate oversight of organisational performance is strong, there is scope to strengthen
assurance on the effectiveness of performance management systems.

Key findings were as follows:

e Corporate approach to overseeing strategic and corporate risks - the Board continues to
have a mature approach to overseeing risks to achieving strategic objectives and
oversight and assurance on its operational and corporate risk management
arrangements have strengthened.

e Corporate approach to overseeing organisational performance - the Health Board
maintains strong corporate and Board oversight and scrutiny of organisational
performance, however there is scope to strengthen assurance on the effectiveness of
performance management systems.

e Corporate approach to overseeing the quality and safety of services - the Health Board
is improving its approach to overseeing the quality and safety of services and is taking
appropriate steps to ensure compliance with the new duties of quality and candour.

e Corporate approach to tracking recommendations - the Health Board continues to have
robust arrangements for tracking audit and review recommendations.

Corporate approach to planning

AW found that the Health Board has maintained its focus on its long-term vision, and
development and delivery of the Annual Plan is supported by appropriate oversight. However,
opportunities remain to strengthen the oversight of other corporate plans, further improve the
planning objectives and review capacity to support planning activities.

Key findings were as follows:

e Corporate approach to producing strategies and plans - the Health Board has
maintained its focus on its long-term vision, and the development of plans is supported
by appropriate corporate oversight. However, given the scale of planning activity,
capacity remains a concern.

e Corporate approach to overseeing the delivery of strategies and plans - the Health
Board’s arrangements to oversee delivery of its Annual Plan remain robust, supported
now by streamlined planning objectives. However, opportunities remain to articulate
expected outcomes for planning objectives, strengthen oversight of other corporate
plans and realign planning objectives to the overarching, longer-term strategic
objectives.

Corporate approach to managing financial resources

AW found that despite a clear process for financial planning, and reasonable arrangements for
managing and monitoring the financial position, the Health Board’s financial position is
extremely challenging for 2023-24.

Key findings were as follows:

e Financial objectives - the Health Board did not achieve its revenue financial duties for
2022-23 and will continue to not achieve them in 2023-24, with the financial position
extremely challenging.

e Corporate approach to financial planning - the Health Board has a clear process for
financial planning; however, the development and delivery of its savings plans is a
challenge.
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e Corporate approach to financial management - the Health Board has appropriate
arrangements for financial management and controls, but ongoing pressures are
resulting in overspends.

e Board oversight of financial performance - the Health Board continues to have good
arrangements for monitoring and scrutinising its financial position, although greater
scrutiny on those with delegated responsibility for overspent budgets is needed.

Recommendations

As part of the structured assessment process, AW also reviews progress against
recommendations made in previous reports. Of the 8 recommendations previously

raised in the 2022 and 2021 Structured Assessment, and included in Appendix 2 of the
Structured Assessment report, AW found that one was complete, six were in progress or not
complete and one would be followed up as part of the AW review of operational governance.

The Audit and Risk Assurance Committee will consider the Health Board’s response to these
recommendations in February 2024 and will monitor the implementation of these
recommendations through 2024.

Argymbhelliad / Recommendation

The Board is requested to:

e SUPPORT the content of the Annual Audit Report 2023 and Structured Assessment 2023
Report; and

e TAKE AN ASSURANCE that the Structured Assessment report presents a fair and
balanced view of the organisation, recognising both the positive aspects identified and
those areas where further progress is required.

¢ REQUEST that a management response be developed and presented to the Audit and
Risk Assurance Committee (ARAC) at its meeting scheduled to be held on 20t February
2024 and DELEGATE authority to ARAC to oversee the implementation of the
management response.

Amcanion: (rhaid cwblhau)

Objectives: (must be completed)
Cyfeirnod Cofrestr Risg Datix a Sgor | Not applicable
Cyfredol:

Datix Risk Register Reference and
Score:

Safon(au) Gofal ac lechyd: Governance, Leadership and Accountability
Health and Care Standard(s):

Amcanion Strategol y BIP: All Strategic Objectives are applicable
UHB Strategic Obijectives:
Amcanion Cynllunio All Planning Objectives Apply

Planning Objectives
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Gwybodaeth Ychwanegol:
Further Information:

Effaith: (rhaid cwblhau)
Impact: (must be completed)

9. All HDdUHB Well-being Objectives apply

The Annual Audit Report is informed by individual
reports issued during the year by AW and the
Structured Assessment process.

AW based structured assessment work on interviews,
observations at Board, Committee and Management
Groups, together with reviews of relevant documents
and performance and finance data.

Contained within the body of the report.

Chair

Chief Executive Officer

Director of Finance

Board Secretary

Audit and Risk Assurance Committee

No direct impacts; however, the Annual Audit Report
issued a qualified opinion on the regularity of the financial
transactions within the Health Board’s financial statements
and place a substantive report alongside this opinion to
highlight its failure to meet its statutory financial duties.
The Structured Assessment report does highlight that the
Health Board failed to meet all its financial duties for 2022-
23, ending the year with a financial deficit of £59 million,
and that the Health Board will not meet all its financial
duties for 2023-24.

No direct impacts.

No direct impacts; however the Health Board is aware of
its cost drivers, which are workforce pressures due to
sickness, vacancies, and increased unscheduled care
activity.

No direct impacts; however the operational structure still
poses risks to confused and inconsistent governance
structures

No direct impacts

The Health Board could suffer reputational damage if it
fails to respond appropriately and implement the
recommendations within the report.

No direct impacts.
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e Has EqlA screening been undertaken? No
e Has a full EqIA been undertaken? No
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This document has been prepared as part of work performed in accordance with
statutory functions.

In the event of receiving a request for information to which this document may be
relevant, attention is drawn to the Code of Practice issued under section 45 of the
Freedom of Information Act 2000. The section 45 code sets out the practice in the
handling of requests that is expected of public authorities, including consultation with
relevant third parties. In relation to this document, the Auditor General for Wales and
Audit Wales are relevant third parties. Any enquiries regarding disclosure or re-use of
this document should be sent to Audit Wales at infoofficer@audit.wales.

We welcome correspondence and telephone calls in Welsh and English.
Corresponding in Welsh will not lead to delay. Rydym yn croesawu gohebiaeth a

galwadau ffébn yn Gymraeg a Saesneg. Ni fydd gohebu yn Gymraeg yn arwain at oedi.

Mae’r ddogfen hon hefyd ar gael yn Gymraeg. This document is also available in
Welsh.
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Summary report

About this report

1

This report summarises the findings from my 2023 audit work at Hywel Dda
University Health Board (the Health Board) undertaken to fulfil my responsibilities
under the Public Audit (Wales) Act 2004. That Act requires me to:

o examine and certify the accounts submitted to me by the Health Board, and
to lay them before the Senedd;

o satisfy myself that expenditure and income have been applied to the
purposes intended and are in accordance with authorities; and

o satisfy myself that the Health Board has made proper arrangements for
securing economy, efficiency, and effectiveness in its use of resources.

| report my overall findings under the following headings:
o Audit of accounts

o Arrangements for securing economy, efficiency, and effectiveness in the use
of resources

This year’s audit work took place at a time when NHS bodies were still responding
to the legacy of the COVID-19 pandemic as they look to recover and transform
services and respond to the additional demand in the system that has built up
during the pandemic. Furthermore, health bodies were also dealing with a broader
set of challenges associated with the cost-of-living crisis, the climate emergency,
inflationary pressures on public finances, workforce shortages, and an ageing
estate. My work programme, therefore, was designed to best assure the people of
Wales that public funds are well managed.

| aimed to ensure my work did not hamper public bodies in tackling the post-
pandemic challenges they face, whilst ensuring it continued to support both
scrutiny and learning. We largely continued to work and engage remotely where
possible using technology, but some on-site audit work resumed where it was safe
and appropriate to do so. This inevitably had an impact on how we deliver audit
work but has also helped to embed positive changes in our ways of working.

The delivery of my audit of accounts work has continued mostly remotely. Auditing
standards were updated for 2022-23 audits which resulted in some significant
changes in our approach. The specific changes were discussed in detail in my
2023 Audit Plan. The audited accounts submission deadline was extended to 31
July 2023. The financial statements were certified on 28 July 2023, meaning the
deadline was met. This reflects a great collective effort by both my staff and the
Health Board’s officers.

| also adjusted the focus and approach of my performance audit work to ensure its
relevance in the context of the post-pandemic challenges facing the NHS in Wales.
I have commented on how NHS Wales is tackling the backlog of patients waiting
for orthopaedic treatments. | have also published an NHS Workforce Data Briefing
that brings together a range of metrics and trends to help illustrate the challenges
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10

11

that need to be gripped locally and nationally. The data briefing complements my
assessments of how the workforce planning arrangements of individual NHS
bodies are helping them to effectively address current and future workforce
challenges. My local audit teams have commented on the governance
arrangements of individual bodies, as well as how they are responding to specific
local challenges and risks. My performance audit work is conducted in line with
INTOSAI auditing standards?.

This report is a summary of the issues presented in more detailed reports to the
Health Board this year (see Appendix 1). | also include a summary of the status of
work still underway, but not yet completed.

Appendix 2 presents the latest estimate of the audit fee that | will need to charge
to cover the costs of undertaking my work, compared to the original fee set out in
the 2023 Audit Plan.

Appendix 3 sets out the audit of accounts risks set out in my 2023 Audit Plan and
how they were addressed through the audit.

The Chief Executive, Director of Finance and the Director of Corporate
Governance have agreed the factual accuracy of this report. We presented it to the
Board on 25 January 2024. We strongly encourage the Health Board to arrange its
wider publication. We will make the report available to the public on the Audit
Wales website after the Board have considered it.

I would like to thank the Health Board’s staff and members for their help and co-
operation throughout my audit.

Key messages

Audit of accounts

12

13

14

| concluded that the Health Board’s accounts were properly prepared and
materially accurate and issued an unqualified audit opinion on them. My work did
not identify any material weaknesses in internal controls (as relevant to my audit)
however | brought some issues to the attention of officers and the Audit and Risk
Assurance Committee for improvement.

However, | qualified the regularity opinion. In line with prior years, the regularity
opinion was qualified because the Health Board did not meet its revenue resource
allocation over the three-year period ending 31 March 2023.

Alongside my audit opinion, | placed a substantive report on the Health Board’s
accounts to highlight the regularity issues.

L INTOSAI (International Organisation of Supreme Audit Institutions) is a global umbrella
organisation for the performance audit community. It is a hon-governmental organisation
with special consultative status with the Economic and Social Council (ECOSOC) of the
United Nations.
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Arrangements for securing efficiency, effectiveness, and
economy in the use of resources

15 My programme of Performance Audit work has led me to draw the following
conclusions:

o Urgent and sustainable action is needed to tackle the long waiting times for
orthopaedic services. There’s a clear commitment to improve waiting times,
however, it could take three years or more to return the orthopaedic waiting
list to pre-pandemic levels.

o There are generally good governance arrangements at the Mental Health
and Learning Disabilities Directorate level with oversight at Board level.
However, flows of information need improving, and further work is needed to
strengthen relationships and engender a more open learning culture.

o Despite an increasing NHS workforce, there remain vacancies in key areas,

high sickness and staff turnover resulting in over-reliance on agency staffing.

More positively, NHS Wales is becoming a more flexible and equal
employer.

o The Health Board is clearly focusing its efforts on its significant workforce
challenges and is taking pragmatic steps to help reduce risks. However, it
needs to urgently develop a clear and consolidated workforce
implementation plan and measure the impact it is having to help address the
significant workforce challenges it faces.

o The Health Board has generally effective corporate arrangements, however,
it is facing significant performance and financial challenges.

o The Health Board is making good progress in addressing my previous
recommendations. It is improving the management of primary care services,
providing additional capacity, and strengthening oversight of primary care
challenges at Board. However, capacity remains stretched in some areas,
and more work is needed to develop a financial baseline. Consideration of
primary care, including oversight of performance, in routine committee
business requires improvement.

16  These findings are considered further in the following sections.
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Detailed report

Audit of accounts

17  Preparing annual accounts is an essential part of demonstrating the stewardship of
public money. The accounts show the organisation’s financial performance and set
out its net assets, net operating costs, gains and losses, and cash flows. My
annual audit of those accounts provides an opinion on both their accuracy and the
proper use (‘regularity’) of public monies.

18 My 2023 Audit Plan set out the key risks for audit of the accounts for 2022-23 and
these are detailed along with how they were addressed in Appendix 3 Exhibit 4.

19 My responsibilities in auditing the accounts are described in my Statement of
Responsibilities publications, which are available on the Audit Wales website.

Accuracy and preparation of the 2022-23 accounts

20 | concluded that the Health Board’s accounts were properly prepared and
materially accurate and issued an unqualified audit opinion on them. My work did
not identify any material weaknesses in internal controls (as relevant to my audit)
however | brought some issues to the attention of officers and the Audit and Risk
Assurance Committee for improvement.

21 I must report issues arising from my work to those charged with governance (the
Audit and Risk Assurance Committee) for consideration before | issue my audit
opinion on the accounts. My Financial Audit Engagement Lead reported these
issues on 26 July 2023. Exhibit 1 summarises the key issues set out in that report.

Exhibit 1: issues reported to the Audit Committee

Issue Auditors’ comments

Uncorrected There were no uncorrected misstatements
misstatements

Corrected There were a number of adjustments made to the
misstatements draft accounts, none of which impacted on the
reported deficit.

Other significant issues | qualified my regularity opinion and issued a
substantive report because the Health Board did not
achieve its financial duty to achieve financial balance
for the three-year period 2020-23, nor have an
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Issue Auditors’ comments

22

23

approved three-year integrated medium-term plan in
place for the period 2022-25.

| also reported improvements which could be made in
the systems to calculate the Continuing Health Care
(CHC) and Annual Leave liabilities.

| also undertook a review of the Whole of Government Accounts return. |
concluded that the counterparty consolidation information was consistent with the
Health Board’s financial position on 31 March 2023 and the return was prepared in
accordance with the Treasury’s instructions.

My separate audit of the charitable funds accounts is on-going. No issues have
arisen to date, and | intend to provide my audit opinion on 29 January 2024.

Regularity of financial transactions

24

25

26

27

28

The Health Board’s financial transactions must be in accordance with authorities
that govern them. The Health Board must have the powers to receive income and
incur expenditure. My work reviews these powers and tests that there are no
material elements of income or expenditure which the Health Board does not have
the powers to receive or incur.

Where a Health Board does not achieve financial balance, its expenditure exceeds
its powers to spend and so | must qualify my regularity opinion.

For 2022-23, the Health Board failed to meet both the first and the second financial
duty. The first financial duty gives additional flexibility to LHBs by allowing them to
balance their income with their expenditure over a three-year rolling period. The
three-year period being measured under this duty this year is 2020-21 to 2022-23.

The Health Board did not achieve financial balance for the three-year period
ending 31 March 2023, exceeding its cumulative revenue resource limit of
£3,199.59 million by £108.95 million, which | deem to be outside its powers to
spend, so | have issued a qualified opinion on the regularity of the financial
transactions within the Health Board’s 2022-23 accounts.

The second financial duty requires Health Boards to prepare and have approved
by the Welsh Ministers a rolling three-year integrated medium-term plan. This duty
is an essential foundation to the delivery of sustainable quality health services. A
Health Board will be deemed to have met this duty for 2022-23 if it submitted a
2022-23 to 2024-25 plan approved by its Board to the Welsh Ministers, who were
required to review and consider approval of the plan. The Health Board did not
meet its second financial duty to have an approved three-year integrated medium-
term plan in place for the period 2022-25.
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Arrangements for securing efficiency,
effectiveness, and economy in the use of
resources

29 | have a statutory requirement to satisfy myself that the Health Board has proper
arrangements in place to secure efficiency, effectiveness, and economy in the use
of resources. | have undertaken a range of performance audit work at the Health
Board over the last 12 months to help me discharge that responsibility. This work
has involved:

o commenting on how NHS Wales is tackling the backlog of patients waiting
for orthopaedic treatments;

o reviewing the governance arrangements within the Mental Health and
Learning Disabilities Directorate;

o publishing an NHS Workforce Data Briefing that brings together a range of

metrics and trends to help illustrate the challenges that need to be gripped
locally and nationally;

o reviewing the effectiveness of the Health Board’s workforce planning
arrangements;
o undertaking a structured assessment of the Health Board’s corporate

arrangements for ensuring that resources are used efficiently, effectively,
and economically; and

o assessing the extent to which the Health Board has implemented my 2018
recommendations on primary care, as well as the extent to which there is
appropriate capacity and capability to deliver priorities as well as the extent
to which the Board and/or its committees consider matters relating to
primary care.

30 My conclusions based on this work are set out below.

Orthopaedic Services in Wales

31 In March 2023, | commented on orthopaedic services across Wales. My national
report ‘Orthopaedic Services in Wales — Tackling the Waiting List Backlog’ sets out
the scale of orthopaedic waits, changes in demand, aspects of service capacity
and some of the nationally co-ordinated work to modernise services. My report also
set out key actions NHS Wales needs to take to tackle the challenges in
orthopaedic services.

32 My work found that securing timely treatment for people with orthopaedic problems
has been a challenge for the NHS in Wales for many years, with the COVID-19
pandemic making this significantly worse. Previous monies allocated by Welsh
Government have resulted in short term improvements but have not achieved the
sustainable changes to services that were necessary with orthopaedic waiting list
targets not met since they were first established in 2009.
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33

34

35

36

37

Since the impact of the pandemic has lessened, orthopaedic services have been
slow to restart, and while necessary infection control regimes will continue to have
an impact on throughput, there is scope for current capacity to be used more
efficiently. My scenario modelling indicates that it could take between three to five
years to return orthopaedic waits to pre-pandemic levels across Wales. This is
based on both a significant drive on community-based prevention and an increase
in capacity and activity. Without this, services may never return to pre-pandemic
levels.

My work found that there is a clear commitment to improve orthopaedic services.
NHS Wales commissioned efficiency and effectiveness reviews both nationally and
locally, which set out a suite of recommendations. A national clinical strategy for
orthopaedics was also commissioned which sets out service options and a clear
clinical voice on what needs to be done. However, urgent action is needed to
secure short-term improvements in waiting times to minimise how long people wait
in pain and discomfort, as well as creating more sustainable longer-term
improvements.

In addition to my national report, my team set out how the Health Board’s
orthopaedic services compare to other health boards across Wales. My
comparative report highlighted that the Health Board has:

e waits just below the average for Wales, with fewer patients waiting longer than
a year for a first outpatient appointment, but a high proportion of patients on
the waiting list for longer than two years;

¢ the second highest level of potential latent or ‘lost’ demand as an impact of
patients not going to their GP during the pandemic;

e average levels of orthopaedic bed and medical workforce capacity;

e average waits for radiology services, but some of the highest waits for
physiotherapy; and

e good uptake of patient-initiated follow-up outpatients to reduce unnecessary
outpatient demand, but below average uptake of the use of see on symptom
pathways.

My scenario modelling indicates that optimistically the waiting list for the Health
Board could return to pre-pandemic levels by 2026, but without concerted effort it
may take many more years to return to pre-pandemic levels, if at all.

My local report set out a series of prompts and questions for Board members to
inform debate and obtain assurance that improvement actions at a local level are
having the desired effect.

Operational Governance Arrangements — Mental Health and
Learning Disabilities

38

My work considered whether the Health Board has effective governance
arrangements for its Mental Health and Learning Disabilities Directorate to enable

Page 10 of 26 - Annual Audit Report 2023 — Hywel Dda University Health Board

17/67



it to carry out its role efficiently and effectively to ensure delivery of high-quality
services. In undertaking the work, my team have tested the flows of assurance
from floor to board using the learning disabilities service as a tracer.

39 My work found that there is good oversight of the performance and quality of
mental health and learning disabilities at Board, with consideration of issues
relevant to the Directorate routinely discussed across all committees. Performance
reporting is in place, and this is being monitored routinely. Work by the Health
Board to improve its performance has resulted in the de-escalation of performance
within the Child & Adolescent Mental Health Service (CAMHS) from enhanced
monitoring by the Welsh Health Specialised Services Committee (WHSSC). This is
after the service being in escalation for a significant number of years. However,
mental health and learning disabilities services remain under pressure with staff
issues, including recruitment and sickness, affecting the delivery of timely services.
There are also considerable challenges with the quality of the estate where the
Directorate’s services are delivered.

40  Governance arrangements at the Directorate level are clear, with arrangements in
place to provide assurance on the management of risk, performance, and quality.
Governance arrangements at the learning disabilities service level have also been
improved, albeit that they remained on a temporary basis at the time of my review.
But there is scope to improve flows of information between the Directorate and the
Board, streamline Directorate agendas, reduce duplication of reporting, improve
understanding of escalation of risks and provide greater clarity of mitigating actions
being put in place. Clinical audit activity has also been affected by COVID-19 and
needs to be restarted to support service improvements. Despite positive action
being taken, there is also a need to strengthen relationships and rebuild trust within
the Directorate, and between the Directorate and the executive, with some staff
reporting poor relationships with senior management (both within the Directorate
and at an Executive level), and a concern they are not listened to or valued.

41  The Health Board has a clear strategy in place for mental health. The strategy sets
out the Health Board’s contribution to the wider system, with partners and local
people, to tackle the causes of ill-health through promotion of health and wellbeing,
prevention and early intervention including for mental health and learning
disabilities services. Plans are also in place to develop strategies for learning
disabilities and other specialist areas, although there is a perception from staff that
learning disabilities can sometimes be overlooked.

42  The Directorate has documented financial controls to support financial
management but the ongoing and significant workforce challenges and uncertainty
around Welsh Government funding are impacting on the ability to manage the
finances. Historically, the vacancies within the Directorate have been a major
contributing factor to underspends, recruitment remains very challenging and there
is a need for a more formal and targeted approach to address recruitment hotspots
and ensure sustainability.
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NHS workforce data briefing

43  In September 2023, | published a data briefing which set out key workforce data for
NHS Wales. My briefing highlighted continued growth of NHS Wales, and reflected
that in some instances, the growth in staff levels, particularly in nursing and some
medical specialties hasn’t kept up with increasing demand.

44  The pandemic clearly had an impact on staff and the workforce remains under
significant pressure. The recent key trends show increased staff turnover, sickness
absence and vacancies. This has resulted in greater reliance on external agency
staffing and notably increased agency costs to £325 million in 2022-23. Wales is
growing its own workforce, with increased nurses and doctors in training.

45  Despite this, there is still a heavy reliance on medical staff from outside of Wales,
demonstrating a need to both ensure that education commissioning is aligned to
demand, but also that health bodies can recruit sufficient graduates once they have
completed their training. My report also highlights some positive trends that show
that the NHS is becoming a more flexible and equal employer.

Workforce planning arrangements

46 My review examined whether the Health Board has effective arrangements to
support workforce planning. It focussed on the strategic and operational workforce
planning, how it uses workforce information and how it works with its stakeholders
to develop solutions. The work also considered the organisation’s capacity and
capability to identify and address key short and long-term workforce challenges
and how it monitors whether its approach is making a difference.

47 My work found that the Health Board is clearly focusing its efforts on its significant
workforce challenges and is taking pragmatic steps to help reduce risks. However,
it needs to urgently develop a clear and consolidated workforce implementation
plan and measure the impact it is having to help address the significant workforce
challenges it faces.

48  The Health Board has high vacancy numbers, mainly related to nursing, midwifery,
medical and dental professions. This has caused a sharp rise in the use of agency
staff, which cost the Health Board £38 million in 2022-23, further exacerbating an
already pressured financial situation. Comparatively, the Health Board has lower
than average staff turnover (10%) and sickness rates (6%) but these still present
significant workforce issues to be managed.

49  The Health Board’s Workforce Strategy is clearly focused on addressing the
organisation’s workforce risks. The Health Board has a robust understanding of its
current and future service demands and trends, based on the current service
model. The workforce technical documents set out extensive workforce analysis
and service modelling, including scenario and service change mapping. The Health
Board is also working well with internal and external stakeholders to find shared
solutions to workforce challenges. However, there is no overarching
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implementation plan to support the oversight and delivery of the Workforce
Strategy.

50  The Health Board is strengthening investment in corporate workforce planning
capacity and capability, but operational pressures mean that service leads do not
have sufficient time to develop workforce planning solutions to help address
operational challenges. The Health Board has a good understanding of the risks
that might prevent the delivery of its workforce ambitions. These relate to workforce
shortages, financial pressures, and a lack of clarity about a possible new major
hospital build and related future clinical models. Workforce challenges are also
limiting the Health Board’s ability to meet the requirements of the Nurse Staffing
Levels Act. The Health Board is taking steps to address these challenges through
a range of recruitment, retention, and development activities. However, education
commissioning is not yet supporting a sustainable workforce.

51  The People, Organisational Development and Culture Committee receive timely
and comprehensive workforce performance reports. Whilst there is some alignment
with the Workforce Strategy, without a clear implementation plan, it is hard to
understand progress with delivery and what impact that action is having. There is
also opportunity to better compare performance with organisations that have
similar demographics and population characteristics.

Structured assessment

52 My 2023 structured assessment work took place at a time when NHS bodies were
continuing to deal with the legacy of the COVID-19 pandemic in terms of
recovering and transforming services and responding to the additional demand in
the system that built up during the pandemic. Furthermore, they were also dealing
with a broader set of challenges associated with the cost-of-living crisis, the climate
emergency, inflationary pressures on public finances, workforce shortages, and an
ageing estate.

53 My team focussed on the Health Board’s corporate arrangements for ensuring that
resources are used efficiently, effectively, and economically, with a specific focus
on: Board transparency, effectiveness, and cohesion; corporate systems of
assurance; corporate approach to planning; and corporate approach to managing
financial resources. Auditors also paid attention to progress made to address
previous recommendations. At the time of my structured assessment work, the
Health Board was subject to “targeted intervention” by the Welsh Government for
its planning and finance arrangements and “enhanced monitoring” for aspects of its
service performance.
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Board transparency, effectiveness, and cohesion

54 My work considered whether the Health Board’s conducts its business
appropriately, effectively, and transparently. | paid particular attention to:

o public transparency of Board business;

o arrangements to support the conduct of Board business;

o Board and committee structure, business, meetings, and flows of assurance;
o Board commitment to hearing from staff, users, other stakeholders; and

o Board skills, experiences, cohesiveness, and commitment to improvement.

55 My work found that the Board and its committees continue to operate effectively,
maintaining focus on public transparency, good governance, and continuous
improvement. There are opportunities to further enhance arrangements for patient
safety walkabouts, and whilst the Board is cohesive, a period of significant change
will need to be well managed to ensure this is maintained.

56  The Board continues to have a strong commitment to public transparency. Board
meetings are well publicised, and members of the public can observe meetings in-
person or virtually. Private Board and committee sessions are reserved for the
most sensitive matters, with private Board agendas and a high-level summary of
discussions published online. There is an opportunity for the Health Board to adopt
this arrangement for committee meetings as well. Whilst committee meetings are
not promoted in the same way as Board meetings, members of the public can
observe committee meetings on request.

57  The Board and its committees continue to work effectively, with up-to-date terms of
reference and work programmes, which are well aligned to the Health Board’s
strategic objectives, planning objectives and risks. Board and committee meetings
are well chaired, follow agreed processes and run to time, with good support from
the corporate governance team. The Board and committees continue to receive
good quality and timely papers, and interactive tools to support effective scrutiny
assurance and decision making. Robust arrangements remain to support the
effective conduct of Board and committee business. However, whilst the Board is
currently stable and cohesive, it will need to manage upcoming change within the
Board membership. The robust approach to Board development and improvement
provides good foundations to manage this change, and the Health Board is doing
all it can to ensure a smooth transition.

58  The Board has maintained its commitment to hearing from patients and staff,
through patient and staff stories, maintaining the Speaking Up Safely process and
Working in Confidence platform, encouraging staff networks and promoting staff
recognition schemes. Board members have maintained regular patient safety
walkabouts, but we found opportunities to clarify the walkabout process with new
Independent Members.
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Corporate systems of assurance

59

15/26

60

61

62

My work considered whether the Health Board has a sound corporate approach to
managing risks, performance, and the quality and safety of services. | paid
particular attention to the organisation’s arrangements for:

o overseeing strategic and corporate risks;

o overseeing organisational performance;

o overseeing the quality and safety of services; and
o tracking recommendations.

My work found that the Health Board has continued to develop corporate systems
of assurance related to risk and recommendation tracking, and there is appropriate
Board oversight. The approach to overseeing the quality and safety of services is
improving. Whilst corporate oversight of organisational performance is strong,
there is scope to strengthen assurance on the effectiveness of performance
management systems.

The Health Board continues to have a mature approach to overseeing its Board
Assurance Framework and has further strengthened oversight and assurance on
its risk management arrangements by renewing its Risk Management Strategy and
introducing a six-monthly risk assurance report. Strong corporate level oversight
and scrutiny of organisational performance has been maintained, and the Board
has approved the Improving Together performance management framework,
however there is scope to strengthen assurance on the effectiveness of
performance management systems.

The Health Board is improving its approach to overseeing the quality and safety of
services and since last year has revised its Quality Improvement Strategic
Framework. The Health Board is taking appropriate steps to ensure compliance
with the new duties of quality and candour and robust arrangements for tracking
audit and review recommendations remain.

Corporate approach to planning

63

64

65

My work considered whether the Health Board has a sound corporate approach to
planning. | paid particular attention to the organisation’s arrangements for:

o producing and overseeing the development of strategies and corporate
plans, including the Integrated Medium-Term Plan; and

o overseeing the delivery of corporate strategies and plans.

My work found that the Health Board has maintained its focus on its long-term
vision, and development and delivery of the Annual Plan is supported by
appropriate oversight. However, opportunities remain to strengthen the oversight of
other corporate plans, further improve the planning objectives and review capacity
to support planning activities.

The Health Board continues to have a focus on delivering its long-term vision, and
development of plans, such as the Annual Plan and Clinical Services Plan, is
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supported by appropriate corporate oversight and Board scrutiny. However, given
the scale of the Health Board’s challenges, its future planning requirements, and
the need to support routine annual and service planning, we remain concerned
about capacity to support these activities. The Health Board is taking steps to
address these concerns, through an action plan developed in response to a Welsh
Government commissioned independent review of the Health Board’s planning
arrangements.

66  The Health Board’s arrangements to oversee delivery of its Annual Plan remain
robust, supported now by a set of 23 streamlined planning objectives, instead of
75. The planning objectives are set against four domains and eight strategic
planning goals; however, they do not explicitly align to the Health Board’s six
overarching longer-term strategic objectives, making monitoring arrangements less
clear. Opportunities also remain to articulate expected outcomes for planning
objectives and strengthen oversight of other corporate plans other than the Annual
Plan.

Corporate approach to managing financial resources

67 My work considered whether the Health Board has a sound corporate approach to
managing its financial resources. | paid particular attention to the organisation’s
arrangements for:

o achieving its financial objectives;

o overseeing financial planning;

o overseeing financial management; and
o overseeing financial performance.

68 My work found that despite a clear process for financial planning, and reasonable
arrangements for managing and monitoring the financial position, the Health
Board’s financial position is extremely challenging for 2023-24.

69  The Health Board did not achieve its revenue financial duties for 2022-23 and will
continue to not achieve them in 2023-24. Working to a planned financial deficit of
£112.9 million for 2023-24, the Health Board was reporting an adverse variance of
£15.6 million against its revenue resource limit at Month 6. In recent weeks, the
Health Board has subsequently received additional monies which reduces the
agreed deficit control total to £48 million. However, this is based on the Health
Board delivering against its initial forecast position, which in October 2023 it
formally recognised that it would be unlikely to achieve.

70  The Health Board has a clear process for financial planning, with good involvement
from the Board, although the development and delivery of its savings plan is a
challenge. The Health Board requires savings of £19.5 million, with a gap in
identified savings of £6.6 million reported at Month 6. The Health Board has
appropriate arrangements for financial management and controls, but ongoing
pressures are resulting in overspends. The Health Board continues to have good
arrangements for monitoring and scrutinising its financial position. Much of that
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scrutiny is focused on the Director of Finance. However, the approach to scrutiny
should recognise the collective responsibility the wider executive team has in
respect of the financial position.

Primary care follow-up review

71

72

73

74

75

My review examined the extent to which the Health Board has implemented my
previous 2018 recommendations relating to primary care. | also assessed the
extent to which the Board and/or its committees regularly consider matters relating
to primary care, and whether the Health Board’s central primary care services team
has the appropriate capacity and capability.

My work found that the Health Board is making good progress in addressing my
previous recommendations. It is improving the management of primary care
services, providing additional capacity, and strengthening oversight of primary care
challenges at Board. However, capacity remains stretched in some areas, and
more work is needed to develop a financial baseline. Consideration of primary
care, including oversight of performance, in routine committee business requires
improvement.

The Health Board has addressed previous audit recommendations relating to
clusters and evaluating new ways of working and it is progressing work on
workforce planning and engagement in planning. However, it has struggled to
establish a financial baseline in respect of its primary care services from which
further progress can be monitored.

Primary care features prominently in the Health Board’s long-term strategy vision,
and there is good oversight and scrutiny of some of the challenges facing primary
care at Board. However, consideration at committees is not systematically
embedded within routine business, and performance oversight is lacking.

Resources are kept under review, with some positive increases in central primary
care capacity and good progress with succession planning. However, some of the
Health Board’s central primary care capacity is stretched due to the increasing
number of managed practices and the limited time available for Cluster Leads to
undertake their role in full.
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Appendix 1

Exhibit 2: reports issued since my last annual audit report

The following table lists the reports issued to the Health Board in 2023.

Reports issued since my last annual audit report

Report Date

Financial audit reports

Audit of Financial Statements Report July 2023

Opinion on the Financial Statements July 2023

Our intention is to issue the Audit of Charitable Funds Financial Audit opinion

Statements Report and Opinion on the Charitable Funds planned for

Financial Statements in January 2024 29 January
2024

Performance audit reports

Orthopaedic Services in Wales — Tackling the Waiting List March 2023

Backlog

Orthopaedic Services in Wales — Tackling the Waiting List March 2023

Backlog: A comparative picture for Hywel Dda University Health

Board

Operational Governance Arrangements — Mental Health and April 2023

Learning Disabilities

Review of Workforce Planning July 2023
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https://www.audit.wales/sites/default/files/publications/hd_orthopaedics.pdf
https://www.audit.wales/sites/default/files/publications/hywel_dda_health_board_mental_health_learning_disabilities_english.pdf
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https://www.audit.wales/sites/default/files/publications/hduhb_wfp.pdf

Report

Date

NHS Workforce Data Briefing September
2023

Structured Assessment 2023 November
2023

Primary Care Follow Up Review December
2023

Other

2023 Audit Plan April 2023

My wider programme of national value for money studies in 2023 included reviews that
focused on the NHS and pan-public-sector topics. These studies are typically funded
through the Welsh Consolidated Fund and are presented to the Public Accounts
Committee to support its scrutiny of public expenditure. Reports are available on the

Audit Wales website.
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Exhibit 3: performance audit work still underway

Report

There are several performance audits that are still underway at the Health Board. These
are shown in the following table, with the estimated dates for completion of the work.

Estimated completion date

Unscheduled Care: Flow out of Hospital — West February 2024
Wales Region

Discharge Planning: Progress Update February 2024
Review of Financial Efficiencies March 2024
Review of Operational Governance April 2024
Arrangements

Unscheduled Care: Arrangements for Managing June 2024
Access

Review of Planned Care Services Recovery July 2024
Review of Arrangements for Estates and Capital July 2024

Prioritisation
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Appendix 2

Audit fee

The 2023 Audit Plan set out the proposed audit fee of £392,540 (excluding VAT). My
latest estimate of the actual fee, on the basis that some work remains in progress, is in
keeping with the fee set out in the outline.
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Appendix 3

Audit of accounts risks

Exhibit 4: audit of accounts risks

My 2023 Audit Plan set out the risks of material misstatement and/or irregularity for the
audit of the Health Board’s 2022-23 accounts. The table below lists these risks and sets
out how they were addressed as part of the audit.

Audit risk Proposed audit Work done and outcome
response

The risk of The audit team will: My audit team:

manageme.nt overridg e testthe o tested journal entries;

of controls is present in appropriateness of e reviewed accounting

all entities. Due to t_he journal entries and estimates, particular

unpredlctable way in other adjustments primary care

which such override made in preparing payments; and

could occur, it is the financial i -

. L e did not identify an
VIR £ S statements; transactions ijutsié/e of
risk [ISA 240.32-33]. « review accounting the normal course of

estimates for bias; business.

and No material issues arose
e evaluate the from the work carried out.

rationale for any

significant

transactions outside
the normal course of

business.
Under the NHS I will monitor the Health | placed a substantive
Finance (Wales) Act Board’s financial position report on the financial
2014, health boards for 2022-23 and the statements explaining the
moved to a rolling cumulative three-year failure to meet the three-
three-year resource position to 31 March year revenue resource
limit for both revenue 2023. My review will also limit and the
and capital. For 2022- consider the impact of circumstances under
23 and the three years any relevant uncorrected which it arose.
to 31 March 2023, the misstatements over the
Health Board three years. If the Health
forecasts2 to exceed Board fails to meet the
its revenue resource three-year resource
limit by £59 million. limits for revenue and/or
This outcome could capital, | would expect to
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Audit risk

Proposed audit
response

Work done and outcome

affect my regularity
opinion, as the Health
Board has experienced
for some of its past
financial years.

qualify my regularity
opinion on the 2022-23
financial statements. |
would also expect to
place a substantive
report on the statements
to explain the basis of
the qualification and the
circumstances under
which it had arisen.

As stated above, for
2022-23 the Health
Board expects to
exceed its revenue
resource limit by £59
million. The Health
Board would have
reported this forecast
to the Welsh
Government and would
be expected to deliver
this outturn position.

I will focus my testing on
areas of the financial
statements which could
contain judgements such
as provisions. We will
also focus on year-end
accruals with a focus on
ensuring transactions
have been reported in
the correct accounting
period.

My audit team reviewed
year-end transactions, in
particular accruals and
cut-off. No material
matters arose from the
work carried out.

The quinquennial
valuation of the NHS
estate took place as at
1 April 2022. There is a
risk that assets are not
valued on appropriate
bases and that
movements in the
carrying values of
assets are not
appropriately
accounted for and
disclosed. Given the
current economic
climate, there is a
further risk that the
carrying values of
assets have changed
during 2022-23 and

I will:

e consider the
appropriateness of
the work of the
Valuation Office as a
management expert;

e testthe
appropriateness of
asset valuation
bases;

e review a sample of
movements in
carrying values to
ensure that
movements have
been accounted for
and disclosed in
accordance with the
Welsh Government’s

My audit team:

e considered the
appropriateness of the
work of the Valuation
Office as a
management expert;

e tested the
appropriateness of the
asset valuation bases;

e reviewed a sample of
movements in carrying
values; and

e considered whether
the carrying value of
assets at 1 April 2022
remains materially
appropriate or whether
additional in-year
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Audit risk

Proposed audit
response

Work done and outcome

that 1 April 2022
valuations are
materially misstated at
the balance sheet date
of 31 March 2023.

Manual for Accounts;
and

e consider whether the
carrying value of
assets at 1 April
2022 remains
materially
appropriate or
whether additional
in-year adjustments
are required due to
the impact of current
economic conditions.

adjustments are
required due to the
impact of current
economic conditions.
No material issues arose
from the work carried out.

| audit some of the
disclosures in the
remuneration report to
a far lower level of
materiality, as set out
on page 8. The
disclosures are
therefore more prone
to material
misstatement. |
therefore judge the
2022-2023 disclosures
to be at risk of
misstatement.

I will examine all entries
in the remuneration
report to verify that they
are materially accurate,
and that remuneration is
at the approved levels.

My audit team reviewed
the remuneration report
and verified their
accuracy.

No material matters arose
from the work carried out.

| also audit the
disclosure of related
party transactions and
balances to a far lower
level of materiality.

| will verify that all the
necessary signed
declarations have been
received, evaluated, and
disclosed appropriately
and accurately. My
examinations also
include other means of
testing, such as my
review of Companies
House records using
data analytics.

My audit team reviewed
declarations of interest
and Companies House
records to ensure that the
entries within the related
party disclosures were
accurate.

No material matters arose
from the work carried out.
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This document has been prepared as part of work performed in accordance with
statutory functions.

In the event of receiving a request for information to which this document may be
relevant, attention is drawn to the Code of Practice issued under section 45 of the
Freedom of Information Act 2000. The section 45 code sets out the practice in the
handling of requests that is expected of public authorities, including consultation
with relevant third parties. In relation to this document, the Auditor General for
Wales and Audit Wales are relevant third parties. Any enquiries regarding
disclosure or re-use of this document should be sent to Audit Wales at
infoofficer@audit.wales.

We welcome correspondence and telephone calls in Welsh and English.
Corresponding in Welsh will not lead to delay. Rydym yn croesawu gohebiaeth a
galwadau ffébn yn Gymraeg a Saesneg. Ni fydd gohebu yn Gymraeg yn arwain at
oedi.
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Summary report

About this report

1

This report sets out the findings from the Auditor General’s 2023 structured
assessment work at Hywel Dda University Health Board (the Health Board). Our
structured assessment work is designed to help discharge the Auditor General’s
statutory requirement under section 61 of the Public Audit (Wales) Act 2004 to be
satisfied that NHS bodies have made proper arrangements to secure economy,
efficiency, and effectiveness in their use of resources.

Our 2023 structured assessment work took place at a time when NHS bodies were
still responding to the legacy of the COVID-19 pandemic as they look to recover
and transform services and respond to the additional demand in the system that
has built up during the pandemic. Furthermore, health bodies are also dealing with
a broader set of challenges associated with the cost-of-living crisis, the climate
emergency, inflationary pressures on public finances, workforce shortages, and an
ageing estate. More than ever, therefore, NHS bodies and their Boards need to
have sound corporate governance arrangements that can provide assurance to
themselves, the public, and key stakeholders that the necessary action is being
taken to deliver high-quality, safe, and responsive services, and that public money
is being spent wisely.

At the time of our review, the Health Board was also managing several significant
challenges:

o it continues to be in targeted intervention for planning and finance and
enhanced monitoring for quality issues related to performance resulting in
long waiting times and poor patient experience 1;

o in August 2023, the Health Board declared an internal major incident? on
discovering Reinforced Autoclaved Aerated Concrete (RAAC) at Withybush
Hospital, resulting in the closure of six wards and several department areas
to allow remedial works. To mitigate the impact, patients were moved to
South Pembrokeshire Hospital and parts of Withybush Hospital unaffected
by RAAC? and

o last year the Health Board submitted its Programme Business Case to
Welsh Government, which support proposals to build a new urgent and
planned care hospital in line with its long-term strategy. The decision is

L Under the Joint Escalation and Intervention Arrangements, Welsh Government officials

meet Audit Wales and Healthcare Inspectorate Wales at least twice a year to discuss the
performance of each health body. There are four escalation levels: routine arrangements,
enhanced monitoring, targeted intervention, and special measures.

2 Declaring an internal major incident allows the Health Board to stand up its command-
and-control structures (Gold, Silver, and Bronze).

3 At the time of writing, the Health Board planned to reopen three wards by December

2023.
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pending a clinical review, which Welsh Government commissioned to
support its decision making. This took place in summer 2023.

4 The key focus of the structured assessment work has been on the Health Board’s
corporate arrangements for ensuring that resources are used efficiently, effectively,
and economically, with a specific focus on Board transparency, cohesion, and
effectiveness, corporate systems of assurance, corporate approach to planning,
and corporate approach to financial management. We have not reviewed the
Health Board’s operational arrangements as part of this work.

5 Our work has been informed by our previous structured assessment work, which
has been developed and refined over several years. It has also been informed by:
o Model Standing Orders, Reservation and Delegation of Powers;
o Model Standing Financial Instructions;
o relevant Welsh Government health circulars and guidance;
o the Good Governance Guide for NHS Wales Boards (Second Edition); and
o other relevant good practice guides

6 We undertook our work between June and November 2023. The methods we used

to deliver our work are summarised in Appendix 1. We also provide an update in
this report on the Health Board’s progress in addressing outstanding
recommendations identified in previous structured assessment reports in
Appendix 2.

Key findings

7 Overall, we found that the Health Board has generally effective corporate
arrangements, however, it is facing significant performance and financial
challenges.

Board transparency, effectiveness, and cohesion.

8 We found that the Board and its committees continue to operate effectively,
maintaining focus on public transparency, good governance, and continuous
improvement. There are opportunities to further enhance arrangements for
patient safety walkabouts, and whilst the Board is cohesive, a period of
significant change will need to be well managed to ensure this is maintained.

9 The Board continues to have a strong commitment to public transparency. Board
meetings are well publicised, and members of the public can observe meetings in-
person or virtually. Private Board and committee sessions are reserved for the
most sensitive matters, with private Board agendas and a high-level summary of
discussions published online. There is an opportunity for the Health Board to adopt
this arrangement for committee meetings as well. Whilst committee meetings are
not promoted in the same way as Board meetings, members of the public can
observe committee meetings on request.
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10

11

The Board and its committees continue to work effectively, with up-to-date terms of
reference and work programmes, which are well aligned to the Health Board’s
strategic objectives, planning objectives and risks. Board and committee meetings
are well chaired, follow agreed processes and run to time, with good support from
the corporate governance team. The Board and committees continue to receive
good quality and timely papers, and interactive tools to support effective scrutiny
assurance and decision making. Robust arrangements remain to support the
effective conduct of Board and committee business. However, whilst the Board is
stable and cohesive, it is experiencing significant changes which will need to be
well managed. The robust approach to Board development and improvement
provides good foundations to manage this change, and the Health Board is doing
all it can to ensure a smooth transition.

The Board has maintained its commitment to hearing from patients and staff,
through patient and staff stories, maintaining the Speaking Up Safely Process and
Working in Confidence platform, encouraging staff networks and promoting staff
recognition schemes. Board members have maintained regular patient safety
walkabouts, but we found opportunities to clarify the Patient Safety Walkabout
process with new Independent Members.

Corporate systems of assurance

12

13

14

We found that the Health Board has maintained and enhanced corporate
systems of assurance related to risk and recommendation tracking, and
there is appropriate Board oversight. The approach to overseeing the quality
and safety of services is improving. Whilst corporate oversight of
organisational performance is strong, there is scope to strengthen assurance
on the effectiveness of performance management systems.

The Health Board continues to have a mature approach to overseeing its Board
Assurance Framework and has further strengthened oversight and assurance on
its risk management arrangements by renewing its Risk Management Strategy and
introducing a six-monthly risk assurance report. Strong corporate level oversight
and scrutiny of organisational performance has been maintained, and the Board
has approved the Improving Together performance management framework,
however there is scope to strengthen assurance on the effectiveness of
performance management systems.

The Health Board is improving its approach to overseeing the quality and safety of
services and since last year has revised its Quality Improvement Strategic
Framework. The Health Board is taking appropriate steps to ensure compliance
with the new duties of quality and candour and robust arrangements for tracking
audit and review recommendations remain.
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Corporate approach to planning

15  We found that the Health Board has maintained its focus on its long-term
vision, and development and delivery of the Annual Plan is supported by
appropriate oversight. However, opportunities remain to strengthen the
oversight of other corporate plans, further improve the planning objectives
and review capacity to support planning activities.

16  The Health Board continues to have a focus on delivering its long-term vision, and
development of plans, such as the Annual Plan and Clinical Services Plan, is
supported by appropriate corporate oversight and Board scrutiny. However, given
the scale of the Health Board’s challenges, its future planning requirements and
the need to support routine annual and service planning, we remain concerned
about capacity to support these activities. The Health Board is taking steps to
address these concerns, through an action plan developed in response to a Welsh
Government commissioned independent review of the Health Board’s planning
arrangements.

17  The Health Board’s arrangements to oversee delivery of its Annual Plan remain
robust, supported now by a set of 23 streamlined planning objectives, instead of
75. The planning objectives are set against four domains and eight strategic
planning goals; however, they do not explicitly align to the Health Board’s six
overarching longer-term strategic objectives, making monitoring arrangements less
clear. Opportunities also remain to articulate expected outcomes for planning
objectives and strengthen oversight of other corporate plans other than the Annual
Plan.

Corporate approach to managing financial resources

18 We found that despite a clear process for financial planning, and reasonable
arrangements for managing and monitoring the financial position, the Health
Board’s financial position is extremely challenging for 2023-24.

19  The Health Board did not achieve its revenue financial duties for 2022-23 and will
continue to not achieve them in 2023-24. Working to a planned financial deficit of
£112.9 million for 2023-24, the Health Board was reporting an adverse variance of
£15.6 million against its revenue resource limit at Month 6. In recent weeks, the
Health Board has subsequently been informed that additional monies will be made
available to reduce the agreed deficit control total to £48 million. However, this is
based on the Health Board delivering against its initial forecast position, which in
October 2023 it formally recognised that it would be unlikely to achieve.

20  The Health Board has a clear process for financial planning, with good involvement
from the Board, although the development and delivery of its savings plan is a
challenge. The Health Board requires savings of £19.5 million, with a gap in
identified savings of £6.6 million reported at Month 6. The Health Board has
appropriate arrangements for financial management and controls, but ongoing
pressures are resulting in overspends. The Health Board continues to have good
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arrangements for monitoring and scrutinising its financial position, although
scrutiny is focused on the Director of Finance. Much greater scrutiny on the wider
executive team is needed regarding the financial position.

Recommendations

21  Exhibit 1 details the recommendations arising from our work. These include
timescales and our assessment of priority. The Health Board’s response to our
recommendations is summarised in Appendix 3. [Appendix 3 will be completed
once the report and organisational response have been considered by the relevant
committee]

Exhibit 1: 2023 recommendations

Recommendations

Enhancing public transparency

R1  We found that, Public Board papers include a high-level summary of private
Board meetings. To further enhance transparency this arrangement should be
extended to private committee meetings through individual committee
assurance reports received by the Board.

Board member patient safety walkabout

R2  Board members conduct regular Patient Safety walkabouts, supported by a
member of the patient safety team who takes notes, with a clear process to
provide feedback to visited services and monitor actions points However,
those we interviewed were unclear about what happened after the visit. The
Health Board should clarify the Patient Safety Walkabout process with new
Independent Members.

Performance management arrangement assurance

R3  Given the Health Board is under Welsh Government’s Enhanced Monitoring
arrangements for some service areas, there is scope to demonstrate the
effectiveness of the Improving Together Framework. The Health Board should
develop a mechanism for periodically providing assurance that its
performance management arrangements are working as intended.
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Recommendations

Aligning planning and strategic objectives

R4

The Health Board has taken steps to better articulate its planning objectives in
its 2023-24 Annual Plan, by streamlining the planning objectives and setting
them against eight strategic planning goals and four domains. However, the
domains and strategic planning goals do not explicitly align to the Health
Board’s six overarching strategic objectives, as detailed in its Board
Assurance Framework (BAF) and Integrated Performance Assurance Report
(IPAR) dashboards. As part of the next planning cycle, the Health Board
should more explicitly set out how each of its planning objectives link to its
strategic objectives.

Financial scrutiny

R5

Whilst there is a good level of scrutiny on the financial position within the
Sustainable Resources Committee, the scrutiny has predominantly been
focused on the Director of Finance. Whilst this has improved in recent
meetings with members of the Core Delivery Group and the Financial Control
Group now in attendance, the Health Board needs to do more to ensure
scrutiny by Independent Members is appropriately focused across all
members of the executive team.
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Detailed report

Board transparency, effectiveness, and cohesion

22

23

We considered whether the Health Board’s Board conducts its business
appropriately, effectively, and transparently.

We found that the Board and its committees continue to operate effectively,
maintaining focus on public transparency, good governance, and continuous
improvement. There are opportunities to further enhance arrangements for
patient safety walkabouts, and whilst the Board is cohesive, a period of
significant change will need to be well managed to ensure this is maintained.

Public transparency of Board business

24

25

26

27

28

We considered whether the Board promotes and demonstrates a commitment to
public transparency of board and committee business. We were specifically looking
for evidence of Board and committee:

o meetings that are accessible to the public

o papers being made publicly available in advance of meetings

o business and decision-making being conducted transparently

o meeting minutes being made publicly available in a timely manner.

We found that the Board continues to have a strong commitment to public
transparency.

Last year we reported that the Health Board continues to have a strong
commitment to public transparency. These arrangements remain unchanged. The
Health Board continues to promote Board meetings on its website and on social
media. Members of the public can observe meetings in-person or virtually via the
livestream. In addition, meetings are recorded and available via the Health Board
website straight after the meeting. However, committee meetings are not promoted
in the same way as Board meetings, nor are they livestreamed. The Health Board
reported this was a conscious decision taken in consultation with the Board,
primarily related to the additional resources needed to livestream and record
meetings. However, members of the public can observe committee meetings on
request.

Board and committee papers continue to be published on the Health Board website
seven days in advance of meetings. The number of late papers is kept to a
minimum. As recommended last year (Appendix 2 R1la 2022), since January
2023, unconfirmed Board and committee minutes are published on the Health
Board’s website soon after the meeting. The minutes are approved by the
appropriate chair and lead executive before uploading to the website, and then
officially confirmed at the next meeting.

The Health Board continues to reserve private Board and committee sessions for
the most sensitive matters and as recommended last year (Appendix 2 R1b
2022), the Board publishes its private agendas on its website in advance of the
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meeting. Public Board papers also include a high-level summary of private Board
discussions, in the Committee Update Report*. To further enhance transparency,
this arrangement should be extended to private committee meetings through
individual Committee Assurance Reports received by the Board
(Recommendation 1). We have continued to observe open and honest
discussions at Board and committee meetings.

Arrangements to support the conduct of Board business

29

30

31

32

We considered whether there are proper and transparent arrangements in place to
support the effective conduct of Board and committee business. We were
specifically looking for evidence of a formal, up-to-date, and publicly available:

o Reservation and Delegation of Powers and Scheme of Delegation in place,
which clearly sets out accountabilities;

o Standing Orders (SOs) and Standing Financial Instructions (SFIs) in place,
along with evidence of compliance; and

o policies and procedures in place to promote and ensure probity and
propriety.

We found that robust arrangements remain to support the effective conduct of
Board and committee business.

Standing Orders, Scheme of Reservation and Delegation, and Standing Financial
Instructions continue to be reviewed and receive Board approval®, following
scrutiny by the Audit and Risk Assurance Committee (ARAC). Up to date versions
of all these documents are available on the Health Board’s website.

Declarations of interest remain a standing item on all Board and committee
agendas, and we continue to observe compliance. ARAC maintains annual
scrutiny of arrangements for declaring, registering, and handling interests, gifts,
hospitality, and sponsorship. As recommended last year, up to date versions of
these registers and the standards of behaviour policy are now available on the
Health Board’s website (Appendix 2 R1c 2022). The Health Board also has good
processes in place to ensure policies are kept up to date and supported by
appropriate oversight arrangements.

4 The Committee Update Report summarises Board and committee meetings that are not
reported individually. For example, Remuneration and Terms of Service Committee,
Mental Health Legislation Committee, advisory group meetings and private Board
meetings.

5 The Board approved the Scheme of Delegation in May 2023, and the Standing Orders,
which includes the Scheme of Reservation and Delegation and Standing Financial
Instructions in July 2023.

Page 11 of 34 - Structured Assessment 2023 — Hywel Dda University Health Board

44/67



Effectiveness of Board and committee meetings

33  We considered whether Board and committee meetings are conducted
appropriately and effectively. We were specifically looking for evidence of:

o an appropriate, integrated, and well-functioning committee structure in place,
which is aligned to key strategic priorities and risks, reflects relevant
guidance, and helps discharge statutory requirements;

o Board and committee agendas and work programmes covering all aspects
of their respective Terms of Reference as well being shaped on an ongoing
basis by the Board Assurance Framework;

o well-chaired Board and committee meetings that follow agreed processes,
with members observing meeting etiquette and providing a good balance of
scrutiny, support, and challenge; and

o committees receiving and acting on required assurances and providing
timely and appropriate assurances to the Board.

34  We found that Board and Committee meetings are conducted appropriately
and effectively and remain focused on strategic risks and objectives.

35  The Board and its committees continue to work effectively, with up-to-date terms of
reference and work programmes. These are well aligned to the Health Board’s
strategic objectives, principal risks, as set out in the Board Assurance Framework
(BAF) and corporate risks.

36  Board and committee meetings are well chaired, follow agreed processes and run
to time, with good support from the Corporate Governance Team. We have
observed robust and constructive challenge with members unafraid to highlight
areas where they do not feel assured by the information presented or by
explanations provided by officers. This reflects the maturity of the Board and is
evidence of a constructive relationship between Independent Members and
Executive Directors. It also reflects the unprecedented challenges the Health Board
is facing, particularly regarding finance, workforce, and its estate. Committee chairs
continue to meet every two months following each cycle of meetings, and
arrangements for cross referral of issues and escalation of matters to the Board
remain strong. The Board receives good quality committee assurance papers,
which summarise key discussions and decisions. Committee Assurance Reports
include supporting documents for matters endorsed by committees and needing
Board approval. This shows that appropriate reliance is placed on committee
scrutiny and provides a clear record of decision making.

Quality and timeliness of Board and committee papers

37  We considered whether the Board and committees receive timely, high-quality
information that supports effective scrutiny, assurance, and decision making. We
were specifically looking for evidence of:
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38

39

40

o clear and timely Board and committee papers that contain the necessary /
appropriate level of information needed for effective decision making,
scrutiny, and assurance.

We found that the Board and its committees continue to receive good quality,
timely papers, and interactive tools to support effective scrutiny, assurance
and decision making.

The Health Board has maintained the use of the SBAR® cover reports, which are
generally well written and continue to focus on key issues. The SBAR reports,
particularly related to risk and performance information?’, are supported by
interactive tools that Independent Members can access and explore to support
their understanding and strengthen scrutiny.

No issues were raised about the timeliness of papers. On occasion, updated
papers are issued just prior to the meeting to ensure Independent Members have
the most up to date information. For example, if the Health Board receives
correspondence from the Chief Executive of NHS Wales after papers have been
issued, the paper bundle is updated and reissued to include this letter. On the
whole interviewees were complimentary about the quality of Board and committee
papers. After each committee meeting, Independent Members and the Board
Secretary have a debrief. This gives Independent Members the opportunity to raise
any concerns, including about the quality of individual papers.

Board commitment to hearing from patients/service users
and staff

41

42

43

We considered whether the Board promotes and demonstrates a commitment to
hearing from patients/service users and staff. We were specifically looking for
evidence of:

o the Board using a range of suitable approaches to hear from patients/service
users and staff.

We found that the Board has maintained its commitment to hearing from
patients and staff, but there are opportunities to enhance arrangements for
patient safety walkabouts.

The Board continues to hear from patients at each meeting through its Improving
Patient Experience Report, which includes patient story videos and soundbites
covering a range of services. Relevant committees also continue to receive staff
and patient stories, namely the Quality, Safety and Experience Committee (QSEC)
and the People, Organisational Development and Culture Committee (PODCC).

6 Situation, Background, Assessment, Recommendation.

7 Board Assurance Framework Dashboard and Integrated Performance Assurance
Report Dashboard.

Page 13 of 34 - Structured Assessment 2023 — Hywel Dda University Health Board

46/67



44 Board members have maintained regular Patient Safety walkabouts, and those we
interviewed were positive about these arrangements. During the visit a member of
the Patient Safety Team takes notes, with a clear process to provide feedback to
visited service areas, monitor action points, and feed into the Quality Assurance
Report received by QSEC. However, interviewees were unclear about what
happened after the visit, so there is an opportunity to clarify the process with new
Independent Members (Recommendation 2).

45 In April 2023, Internal Audit issued a reasonable assurance report on its patient
experience review. The review made two medium priority recommendations,
related to formally launching the Charter for Improving Patient Experience and fully
implementing and training staff on the CIVICA patient experience system.

46 More broadly, the Board maintains a range of processes to listen to and engage
staff. For example, the Health Board’s Speaking Up Safely Process and Working in
Confidence platform which allow staff to, respectively, raise patient safety and staff
related concerns confidentially. The Health Board also encourages staff networks
such as the BAME and LGBTQ+ networks and promotes staff recognition
schemes. The Board tries to maintain visibility outside of the patient safety
walkabouts too, for example Board members regularly visited Withybush Hospital
to support staff dealing with ward closures after the discovery of Reinforced
Autoclaved Aerated Concrete (RAAC).

Board cohesiveness and commitment to continuous
iImprovement

47 We considered whether the Board is stable and cohesive and demonstrates a
commitment to continuous improvement. We were specifically looking for evidence

of:

o a stable and cohesive Board with a cadre of senior leaders who have the
appropriate capacity, skills, and experience;

o the Board and its committees regularly reviewing their effectiveness and
using the findings to inform and support continuous improvement; and

o a relevant programme of Board development, support, and training in place.

48  We found that whilst the Board has been stable and cohesive, it is going
through a period of significant change which will need to be well managed.
However, the robust approach to Board development and improvement
provides a good foundation to manage this change.

49  The Health Board has had a stable and experienced Board but at the time of
reporting is going through a period of significant change. The Board Chair retired in
October 2023, with the Vice-Chair taking over on an interim basis until her
departure in March 2024. Delays with the public appointments’ recruitment
process, means the Chair was unable to have a handover period with her
substantive replacement. However, the Vice-Chair acting up on an interim basis
provides continuity in the short-term. Since our previous structured assessment,
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50

51

the Board has also gained two new Independent Members, for local government
and legal, plus a Strategic Advisor for finance; starting in November 2022,
September 2023 and June 2023 respectively. There have also been changes
within the executive team, with a new Director of Public Health and a new Director
of Therapies and Health Science, starting in July and November 2023 respectively.
The Director of Nursing, Quality and Patient Experience is retiring in December
2023 and interim arrangements are in place. The Chief Executive is leaving in
February 2024, with arrangements in place for the Deputy Chief Executive to act
up on an interim basis. Changes to the Board membership will need to be
managed well to ensure stability continues, and good working relationships
between Independent Members and Executive Directors are maintained.

The Board maintains a robust approach to learning, development, and continuous
improvement. This provides a good foundation for upholding a stable Board.
Independent Members continue to have good access to training and Board
development opportunities and feel well supported by the Chair (and now the
Interim Chair). The Board development programme, which includes a mixture of
internally and externally facilitated sessions, is dynamic, allowing the Board to
respond to live issues.

The Health Board has strong arrangements for reviewing its effectiveness, which
draws on internal and external sources of assurance, committee self-assessments
and the Board’s self-review against a maturity matrix, which has remained at level
48 out of 5 for 2022-23. For the 2023-24 effectiveness review, the Health Board is
trialling a new approach with a refreshed committee self-assessment survey which
will be followed up by a group discussion to get a deeper understanding of any
issues. QSEC is currently piloting the revised approach. The Health Board is also
formalising Independent Member debrief sessions after each committee, by
introducing a template, which will help ensure continuous review. These
enhancements are a further demonstration of the Board’s commitment to learning
and improvement.

Corporate systems of assurance

52

53

We considered whether the Health Board has a sound corporate approach to
managing risks, performance, and the quality and safety of services.

We found that the Health Board has maintained and enhanced corporate
systems of assurance related to risk and recommendation tracking, and
there is appropriate Board oversight. The approach to overseeing the quality
and safety of services is improving. Whilst corporate oversight of
organisational performance is strong, there is scope to strengthen assurance
on the effectiveness of performance management systems.

8 Level 4 on the maturity matrix is described as ‘we have well developed plans and
processes and can demonstrate sustainable improvement throughout the service’.
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Corporate approach to overseeing strategic and corporate
risks

54

55

56

57

58

We considered whether the Health Board has a sound corporate approach to
identifying, overseeing, and scrutinising strategic and corporate risks. We were
specifically looking for evidence of:

o an up-to-date and publicly available Board Assurance Framework (BAF) in
place, which brings together all the relevant information on the risks to
achieving the organisation’s strategic priorities / objectives;

o the Board actively owning, reviewing, updating, and using the BAF to
oversee, scrutinise, and address strategic risks;

o an appropriate and up-to-date risk management framework in place, which is
underpinned by clear policies, procedures, and roles and responsibilities;

o the Board providing effective oversight and scrutiny of the effectiveness of
the risk management system; and

o the Board providing effective oversight and scrutiny of corporate risks.

We found that the Board continues to have a mature approach to overseeing
risks to achieving strategic objectives and oversight and assurance on its
operational and corporate risk management arrangements have
strengthened.

The Board continues to review its Board Assurance Framework (BAF) at every
other meeting, with deeper scrutiny provided at appropriate committees. Use of the
interactive, integrated BAF dashboard allows risks to be reviewed in the context of
achieving strategic and planning objectives. This ensures that oversight of strategic
risks and objectives are not seen as separate exercises and allows Board business
to be better informed.

Since our previous structured assessment, the Health Board has renewed its Risk
Management Strategy, which received Board approval in January 2023. It is
supported by a Risk Management Framework, clearly setting out risk management
arrangements and roles and responsibilities at all levels of the organisation.

The Board and its committees maintain robust oversight of the Corporate Risk
Register. Board level oversight and the assurance received on corporate and
operational risk managements activities has been strengthened. This is one of
three improvement objectives in the Risk Management Strategy®. Since February
2023, the Audit and Risk Assurance Committee (ARAC) has started to receive a
twice-yearly Risk Assurance Report. This report provides assurance on the
implementation of the framework and strategy, and that risks are being managed

9 The Risk Management Strategy sets out three key areas of focus for 2023/2024, these
being defining the organisation’s risk appetite and tolerance statement, strengthening
operational risk management arrangements, and strengthening Board assurance on risk
management activities.
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appropriately, including processes for escalating and de-escalating risks. For
example, the report:

o analyses how risks have moved between principle, corporate, directorate
and service risk registers;

o highlights risk themes and issues; and

o gives an overview of corporate and operational risk monitoring and oversight
activities.

59  The other two improvement objectives in the Risk Management Strategy are in
progress. The Health Board is currently conducting its annual review of risk
appetite and tolerance levels, aiming to report back to the January 2024 Board
meeting. This year, the Board have used the RAAC issue to explore risk appetite
and tolerances. Work to improve operational risk management arrangements will
be tested further through our separate review of operational governance which will
be reported in 2024.

Corporate approach to overseeing organisational
performance

60  We considered whether the Health Board has a sound corporate approach to
identifying, overseeing, and scrutinising organisational performance. We were
specifically looking for evidence of:

o an appropriate, comprehensive, and up-to-date performance management
framework in place, underpinned by clear roles and responsibilities; and

o the Board and committees providing effective oversight and scrutiny of
organisational performance.

61  We found that the Health Board maintains strong corporate and Board
oversight and scrutiny of organisational performance, however there is
scope to strengthen assurance on the effectiveness of performance
management systems.

62 The Board and its committees continue to receive the interactive Integrated
Performance Assurance Report (IPAR) dashboard and summary reports, which
highlight key achievements, areas for improvement and issues impacting
performance. The Health Board maintains use of the Statistical Process Control
(SPC) charts, which highlight usual, improving and concerning trends. The
September 2023 IPAR highlights some improving performance trends, but there
are several concerning trends and missed targets, highlighting extreme service
pressures. These relate to ambulance handover times, A&E waits, suspected
cancer pathway and waits for mental health, therapies, and ophthalmology
services.

63  The Health Board’s Improving Together Framework, approved by the Board in
March 2023, sets out the organisation’s performance management arrangements
including roles and responsibilities. The framework supports the use of data to
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64

support decision making at all levels of the organisation. The framework has also
supported the reinstatement, and reshaping, of executive level performance review
meetings, which were stood down at the start of the pandemic. The Directorate
Improving Together (DIT) meetings have been running since January 2023, with bi-
monthly meetings for operational directorates and six-monthly meetings for
corporate directorates. Given the Health Board is under Welsh Government
Enhanced Monitoring!® arrangements for some areas of performance, there is
scope to demonstrate the effectiveness of the Improving Together Framework, by
periodically providing assurance that the arrangements are working as intended
(Recommendation 3).

Last year, we highlighted scope for the Health Board to streamline its operational
performance management arrangements (Appendix 2 R3 2022), and urgently
progress work to revise its operational structure (Appendix 2 R2 2022). Our
separate review of operational governance will review these arrangements further.

Corporate approach to overseeing the quality and safety of
services

65

66

67

We considered whether the Health Board has a sound corporate approach to
overseeing and scrutinising the quality and safety of services. We were specifically
looking for evidence of:

o corporate arrangements in place that set out how the organisation will
deliver its requirements under the new Health and Social Care (Quality and
Engagement) Act (2020);

o a framework (or similar) in place that supports effective quality governance;

o clear organisational structures and lines of accountability in place for

clinical/quality governance; and

o the Board and relevant committee providing effective oversight and scrutiny
of the quality and safety of services.

We found that the Health Board is improving its approach to overseeing the
quality and safety of services and is taking appropriate steps to ensure
compliance with the new duties of quality and candour.

The Health Board has made appropriate arrangements to ensure compliance with
the new duties set out in the Health and Social Care (Quality and Engagement) Act
(2020). An implementation group, chaired by the Director of Nursing, Quality and
Patient Experience, oversees implementation. Since April 2023, when the Act
came into force, QSEC has received two updates, the first setting out the roadmap

10 Under Welsh Government’s escalation and intervention framework, the Health Board is
under Enhanced Monitoring arrangements for urgent and emergency care; planned care
including cancer; Part 1 Child and Adolescent Mental Health Services; C-Difficile rates;
Intensive Therapy Unit Prince Philip Hospital; and Maternity Services.
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to implementation for both the duties of candour and quality, and the second an
update on implementation and challenges faced. The Health Board has a webpage
dedicated to the Act, and Board members and staff have access to training.

68  In March 2023, the Board approved the revised Quality Improvement Strategic
Framework (2023-2026), work which was delayed by the pandemic. The
framework has a strong focus on improving quality through the Enabling Quality
Improvement in Practice (EQIiP) programme, with the framework committing the
Health Board to delivering two EQIiP programmes per year.

69  QSEC maintains oversight of the Quality Improvement Strategic Framework
through the Quality and Safety Assurance Report, received at each meeting. The
report also provides an update on patient safety incidents, duty of candour,
infection control, nosocomial COVID-19 review programme, and inspections and
peer reviews including activity of Healthcare Inspectorate Wales (HIW). The report
also provides a progress update on HIW recommendations, which the Health
Board manages through the AMAT!? system to aid learning.

Corporate approach to tracking recommendations

70  We considered whether the Health Board has a sound corporate approach to
overseeing and scrutinising systems for tracking progress to address audit and
review recommendations and findings. We were specifically looking for evidence
of:

o appropriate and effective systems in place for tracking responses to audit
and other review recommendations and findings in a timely manner.

71  We found that the Health Board continues to have robust arrangements for
tracking audit and review recommendations.

72  The Audit and Risk Assurance Committee (ARAC) continues to receive the whole
Audit Tracker at each meeting, with a comprehensive cover report summarising the
status of recommendations such as the number of open, closed, and overdue
recommendations and actions to progress them. Additionally, open
recommendations are analysed by theme, and the number of recommendations is
split by directorate, highlighting services with concerning trends. This level of
analysis ensures ARAC is fully informed and has assurance that tracking
mechanisms remain robust. Operationally, since January 2023, directorates are
challenged on recommendations through the Directorate Improving Together
meetings. In October 2023 there were five overdue Audit Wales recommendations
reported to ARAC.

11 AMAT is an audit management and tracking system.
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Corporate approach to planning

73  We considered whether the Health Board has a sound corporate approach to
producing strategies and corporate plans and overseeing their delivery.

74  We found that the Health Board has maintained its focus on its long-term
vision, and development and delivery of the Annual Plan is supported by
appropriate corporate and Board oversight. However, opportunities remain to
strengthen oversight of other corporate plans, further improve the planning
objectives and review capacity to support planning activities.

Corporate approach to producing strategies and plans

75  We considered whether the Health Board has a sound corporate approach to
producing, overseeing, and scrutinising the development of strategies and
corporate plans. We were specifically looking for evidence of:

o a clear Board approved vision and long-term strategy in place which are
future-focussed, rooted in population health, and informed by a detailed and
comprehensive analysis of needs, opportunities, challenges, and risks;

o an appropriate Board approved long-term clinical strategy;

o appropriate and effective corporate arrangements in place for developing
and producing the Integrated Medium-Term Plan (IMTP), and other
corporate plans; and

o the Board appropriately scrutinising the IMTP and other corporate plans prior
to their approval.

76  We found that the Health Board has maintained its focus on its long-term
vision, and the development of plans is supported by appropriate corporate
oversight. However, given the scale of planning activity, capacity remains a
concern.

77  The Health Board continues to have a focus on delivering its long-term strategy?2.
In May 2023, the Health Board concluded a 12-week consultation on three
potential sites for a new urgent and planned care hospital as part of its Programme
Business Case, but as mentioned in paragraph 3, a Welsh Government decision
remains pending. This uncertainty leaves the Health Board in a potentially
vulnerable position with:

o high public expectation, but the risk that the potential sites will no longer be
available, with one of the three potential sites already withdrawing from the
process;

o increasing service fragility;

o issues related to an aging estate, such as RAAC; and

12 Healthier Mid and West Wales was approved by the Board in 2018 and covers a period
of 20 years.
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78

79

80

o an increasingly challenging wider economic environment with Welsh
Government tackling a large deficit position, the majority of which is
attributed to health boards.

The Health Board recognises that it cannot wait for a new hospital to be built and it
needs to start to address service challenges now. As such, it is developing a
Clinical Services Plan to review high-risk fragile services!?, and develop plans to
support them in the medium-term. However, the Health Board’s assumptions are
based on funding for a new urgent care hospital being approved, there are no
alternative plans should funding not be granted. At the time of our work,
governance arrangements for the Clinical Service Plan programme had been
established, with an aim to present an issues paper to Board in January 2024.
However, an update to the September 2023 Board meeting highlighted planning
team and clinical capacity challenges to support the programme, with
consequential changes to timescales. The issues paper is now expected to be
ready by March 2024.

In February 2023, the Health Board informed Welsh Government that it would not
be able to produce a financially balanced IMTP. Instead, as in previous years, it
submitted an Annual Plan for 2023-24. As reported last year, there was good
engagement with the Board when developing the plan. The Board was kept
abreast of the annual planning process at both public Board meetings and its
Board Seminar sessions prior to the Annual Plan’s approval in March 2023. This
included the approval of streamlined planning objectives. Since the Annual Plan’s
approval, the Board has received a progress update at every meeting, these
include updates on the plan’s continued development in discussion with Welsh
Government, and work to reprioritise the planning objectives due to escalating
operational pressures and deteriorating financial position. In September 2023, the
planning objectives were reviewed, and a decision made on each as to whether to
continue, prioritise, slow, or pause progress.

The process for developing the Annual Plan for 2023-24 remained largely
unchanged from previous years, except for a few changes to strengthen the
process. These included a greater focus on detail to build more confidence in
planning assumptions and the removal of the service-level investment bid process.
To ensure plans are adequately aligned, members of the Planning Team also
worked with service leads to develop plans instead of leads working on their own
(Appendix 2 R1 2021). Whilst this is an improvement, this approach relies on the
planning team having sufficient capacity, which in previous structured assessments
we raised concerns about (Appendix 2 R2 2021). Since last year the
commissioning function has transferred to the Planning Team, which has bolstered
capacity, and provided a level of team resilience and flexibility. However, given the
scale of the Health Board’s challenges, its future planning requirements and the

13 At the time of our review, the list of fragile services included critical care, urgent and
emergency paediatrics, planned care, emergency general surgery, stroke, diagnostics,
and primary care.
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need to support routine annual and service planning, we remain concerned about
planning and clinical capacity to support these activities (see paragraph 77). In
January 2023, Welsh Government commissioned an independent peer review* of
the Health Board’s planning arrangements, which also assessed planning capacity
and capability. The Health Board has developed an improvement action plan in
response to the independent review findings as well as other internal and external
planning related findings. The Strategic Development and Operational Delivery
Committee (SDODC) received the action plan in August 2023, with a more detailed
plan and progress update provided in October 2023. The action plan includes
plans to evaluate the Planning Team'’s capacity against its current workload and
conduct a skills gap analysis to identify areas for improvement and assess how
best to use existing resources from across the organisation to support the planning
function.

Corporate approach to overseeing the delivery of
strategies and plans

81  We considered whether the Health Board has a sound corporate approach to
overseeing and scrutinising the implementation and delivery of corporate plans.
We were specifically looking for evidence of:

o corporate plans, including the IMTP, containing clear strategic
priorities/objectives and SMART!® milestones, targets, and outcomes that
aid monitoring and reporting; and

o the Board appropriately monitoring the implementation and delivery of
corporate plans, including the IMTP.

82  We found that the Health Board’s arrangements to oversee delivery of its
Annual Plan remain robust, supported now by streamlined planning
objectives. However, opportunities remain to articulate expected outcomes
for planning objectives, strengthen oversight of other corporate plans and
realign planning objectives to the overarching, longer-term strategic
objectives.

83  Since last year the Health Board has taken steps to better articulate its planning
objectives. There are now 23 planning objectives, instead of 75, which are grouped
against eight strategic planning goals. The strategic goals are set against the
following four domains: our people, our future, our patients, and our communities,
with each domain setting a high-level vision or outcome. Overall, this approach for

14 The independent peer review sought to identify areas for improvement to help improve
the Health Board’s planning arrangements, for which it is in Targeted intervention. The
Strategic, Development and Operational Delivery Committee (SDODC) received the
report in June 2023.

15 Specific, measurable, achievable, relevant, and time-bound
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85

86

planning objectives is more manageable and set at a more strategic level.
However, last year we highlighted that expected outcomes for all planning
objectives were not set out in the Health Board’s Annual Plan, this remains the
case (Appendix 2 R4 2022).

We reported last year, the process for monitoring delivery of the strategic and
planning objectives remains robust, and this remains the case. The Board
continues to receive regular updates on Annual Plan delivery, through update
reports, committee assurance reports, the BAF and IPAR. However, the four
domains and eight strategic planning goals do not explicitly align to the Health
Board’s six overarching (longer-term) strategic objectives, making monitoring
through the BAF and IPAR dashboards less clear (Recommendation 4).

Committees maintain oversight of their assigned planning objectives through
regular overall progress updates and deep dive reports. Each planning objective
has an executive lead, clear milestones and defined deliverables with supporting
actions or measures. It is also clear to see which planning objectives relate to
ministerial and local priorities.

Last year, we highlighted that delivery of wider corporate strategies and plans are
monitored through the planning objectives, but a lack of standalone delivery plans
makes it difficult for the Board and its committees to gauge overall progress
against each individual plan and assess their impact (Appendix 2 R5 2022). We
also raised this issue in our 2023 review of workforce planning arrangements.

Corporate approach to managing financial
resources

87

88

We considered whether the Health Board has a sound corporate approach to
managing its financial resources.

We found that despite a clear process for financial planning, and reasonable
arrangements for managing and monitoring the financial position, the Health
Board’s financial position is extremely challenging for 2023-24.

Financial objectives

89

90

We considered whether the Health Board has a sound corporate approach to
meeting its key financial objectives. We were specifically looking for evidence of:

o the organisation meeting its financial objectives and duties for 2022-23, and
the rolling three-year period of 2020-21 to 2022-23; and

o the organisation being on course to meet its objectives and duties in 2023-
24.

We found that the Health Board did not achieve its revenue financial duties for
2022-23 and will continue to not achieve them in 2023-24, with the financial
position extremely challenging.
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91  The Health Board did not achieve its revenue financial objectives and duties for
2022-23. The Health Board reported a year-end deficit of £59 million against its
revenue resource limit, although this was within the agreed deficit total of £63
million agreed with Welsh Government. The Health Board also reported a
cumulative deficit of £108.9 million for the three-year rolling period 2020-23,
breaching its duty to break-even. However, it reported a small surplus of £69,000
against its capital resource limit.

92  The Health Board has continued to not be able to submit a balanced financial plan
for the three-year period 2023-26 and instead is working to an Annual Plan which
sets out a forecast deficit of £112.9 million for 2023-24, and a cumulative forecast
deficit of £196.9 million for the three-year rolling period 2021-24.

93 At Month 6 2023-24, the Health Board reported a year-to-date deficit of £72 million,
an adverse variance of £15.6 million against the year-to-date profile. Operational
variance continues to be a challenge for the Health Board, accounting for £9.1
million of the variance to date. The Health Board’s ability to stay within its planned
deficit requires mitigating action to the value of £25.5 million and is dependent on
curtailing variable pay, costs associated with drugs and continuing healthcare, and
delivering the required savings. In recent weeks, the Health Board has
subsequently been informed that additional monies will be made available from
Welsh Government to offset cost pressures and reduce its agreed deficit control
total to £48 million. This is based on the Health Board delivering against its initial
forecast position, although in October 2023, the Health Board formally recognised
that its forecast position is likely to be higher.

94  While the Health Board plans to stay within its capital resource limit, at Month 6
2023-24, the Health Board reported a year-to-date deficit of £0.7m.

Corporate approach to financial planning

95  We considered whether the Health Board has a sound corporate approach to
overseeing and scrutinising financial planning. We were specifically looking for

evidence of:

o clear and robust corporate financial planning arrangements in place;

o the Board appropriately scrutinising financial plans prior to their approval;

o sustainable, realistic, and accurately costed savings and cost improvement

plans in place which are designed to support financial sustainability and
service transformation; and

o the Board appropriately scrutinising savings and cost improvement plans
prior to their approval.

96  We found that the Health Board has a clear process for financial planning;
however, the development and delivery of its savings plans is a challenge.

97  The Health Board has a clear process for developing its annual financial plan,
using a combination of a top-down and bottom-up approach to understand the local
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and national growth pressures, challenge investment requirements and identify
opportunities. The plan is informed by the Directorate Improving Together meetings
with operational directorates and sets out the choices that need to be considered.

98  Board members have had good engagement with the development of the plan, and
the Board and Sustainable Resources Committee were engaged fully in the
scrutiny of the plan prior to submission to Welsh Government. The Health Board
has not yet developed a long-term financial plan (Appendix 2 R6 2022) although
steps are being taken to have a 10-year financial plan in place from April 2024.
Financial modelling to support the 10-year financial plan is currently underway with
updates provided to the Sustainable Resources Committee.

99  The Health Board has implemented its Opportunities Framework to identify
savings, but there remain gaps in the savings plan and delivery of savings is off-
track. The Health Board has set a savings requirement of £19.5 million for 2023-
24. Savings have been identified using the Health Board’s Opportunities
Framework to identify programmes where improvements in performance, quality
and cost can be made. Only programmes that can deliver a cost reduction are
included within the savings target. In line with 2022-23, the Health Board has not
applied a savings target to operational directorates due to operational pressures,
although there is an expectation that directorates will remain within delegated
budgets. At Month 6, £6.6 million of savings were still to be identified. The Health
Board had achieved £8.7 million of savings, with an adverse variance of £1.4
million against profile. An Internal Audit report in August 2023 gave limited
assurance on the governance arrangements supporting the savings programmes
identifying weaknesses in ensuring savings were realistic and achievable and in
the governance arrangements to manage the programmes. More positively, of the
schemes identified, three-quarters are recurring.

100 The Auditor General will be commenting further on the Health Board’s approach to
identifying, delivering, and monitoring financial savings in a separate piece of work
that we will report in the early part of 2024.

Corporate approach to financial management

101 We considered whether the Health Board has a sound corporate approach to
overseeing and scrutinising financial management. We were specifically looking for
evidence of:

o effective controls in place that ensure compliance with Standing Financial
Instructions and Schemes of Reservation and Delegation;

o the Board maintaining appropriate oversight of arrangements and
performance relating to single tender actions, special payments, losses, and
counter-fraud;

o effective financial management arrangements in place which enable the
Board to understand cost drivers and how they impact on the delivery of
strategic objectives; and
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103

104

105

o the organisation’s financial statements for 2022-23 were submitted on time,
contained no material misstatements, and received a clean audit opinion.

We found that the Health Board has appropriate arrangements for financial
management and controls, but ongoing pressures are resulting in
overspends.

The Health Board has robust processes in place to ensure compliance with
statutory instructions, and to report and challenge breaches. As mentioned in
paragraph 30, the Standing Financial Instructions and Schemes of Delegation
have been reviewed and approved by the Board. The number of single tender
actions, and losses and special payments are routinely scrutinised by ARAC
through the comprehensive Financial Assurance Report. An update on the ongoing
review of financial control procedures is also reported to every Sustainable
Resources Committee meeting with an annual statement of assurance reported to
ARAC. The Health Board continues to have a proactive counter-fraud service
arrangement, and proactively engages in the post-payment verification checks
undertaken by NHS Wales Shared Services.

The Health Board is aware of its cost drivers, and controls are in place to manage
the financial position. Since September 2022, the Health Board has been in
targeted intervention due to its financial position. In response to this, the Health
Board has been taking action to understand its cost drivers and tighten up financial
management. Accountability letters have been issued to all operational and
corporate directorates, setting out the requirement to remain within budget, and
detailed financial information is available to monitor progress against budgets. At
Month 6, most of the operational directorates however were overspent due to
operational pressures. Several control groups are in place to monitor delivery of
the financial position, including the Core Delivery Group to oversee delivery of
recovery and transformation plans, and the Financial Control Group to oversee pay
and procurement expenditure. The Executive Team maintain weekly oversight of
the financial position, and operational and corporate directorates are held to
account for their financial position through the Directorate Improving Together
meetings. An Internal Audit report in June 2023 gave reasonable assurance on the
Health Board’s financial management arrangements.

The Health Board submitted good quality draft financial statements as per the
required timeline. Our audit identified no material misstatements but did identify
some areas where corrections should be made. Our audit also made
recommendations to improve the management of accruals associated with
continuing health care and annual leave. We issued an unqualified opinion in
respect of the true and fairness of the accounts, but a qualified regulatory opinion
due to the Health Board breaching its duty to deliver a break-even position over the
three-year rolling period 2020-23.
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Board oversight of financial performance

106 We considered whether the Board appropriately oversees and scrutinises financial
performance. We were specifically looking for evidence of:

o the Board receiving accurate, transparent, and timely reports on financial
performance, as well as the key financial challenges, risks, and mitigating
actions; and

o the Board appropriately scrutinising the ongoing assessments of the

organisation’s financial position.

107 We found that the Health Board continues to have good arrangements for
monitoring and scrutinising its financial position, although greater scrutiny
on those with delegated responsibility for overspent budgets is needed.

108 The Health Board continues to have several comprehensive financial reports. A
detailed financial report is presented at every Board and the Sustainable
Resources Committee meeting. The report was refreshed for the September Board
meeting and sets out a much clearer overview of revenue, the forecast position
and performance against the required savings. Detailed information is also
provided on the key cost drivers, variances for each of the directorates, and the
risks associated with the financial position. Financial performance is also included
in the interactive IPAR and interactive BAF which are also presented to Board and
the SRC.

109 As mentioned in paragraph 102, a detailed Financial Assurance Report is also
presented to the ARAC, which sets out compliance with financial controls. A
detailed report is also provided on commissioning and contracting performance to
the Sustainable Resources Committee along with a detailed report setting out
capital spending, and a new accounting dashboard which provides assurance on a
range of aspects relating to the balance sheet. All reports are well scrutinised by
Independent Members. Scrutiny within the SRC however has been focused on the
Director of Finance and should be much more focused on those with delegated
responsibility for budgets that are increasingly overspent. Whilst this has improved
in recent meetings with members of the Core Delivery Group and the Financial
Control Group now in attendance, more can be done to ensure scrutiny is
appropriately focused across all members of the executive team
(Recommendation 5).
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Appendix 1

Audit methods

Exhibit 2 below sets out the methods we used to deliver this work. Our evidence is limited to the information drawn from the methods below.

Element of audit approach

Description

Observations

We observed Board meetings as well as meetings of the following committees:
e Audit and Risk Assurance Committee;

Health and Safety Committee;

People, Organisational Development and Culture Committee;

Quiality, Safety and Experience Committee;

Strategic Development and Operational Delivery Committee; and
Sustainable Resources Committee.

Documents

We reviewed a range of documents, including:
e Board and Committee Terms of Reference, work programmes, agendas, papers, and minutes;

e key governance documents, including Schemes of Delegation, Standing Orders, Standing Financial
Instructions, Registers of Interest, and Registers of Gifts and Hospitality;

key organisational strategies and plans, including the IMTP;

key risk management documents, including the Board Assurance Framework and Corporate Risk Register;
key reports relating to organisational performance and finances;

Annual Report, including the Annual Governance Statement;

relevant policies and procedures; and
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Element of audit approach Description

reports prepared by the Internal Audit Service, Health Inspectorate Wales, Local Counter-Fraud Service, and

other relevant external bodies.

Interviews We interviewed the following Senior Officers and Independent Members:

Chair;

Chief Executive Officer;

Director of Corporate Governance (Board Secretary);
Head of Risk and Assurance;

Director of Strategy and Planning;

Director of Finance;

Chair of Audit and Risk Assurance Committee;

Chair of Sustainable Resources Committee; and

Chair of Strategic Development and Operational Delivery Committee.
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Appendix 2

Progress made on previous-year recommendations

Exhibit 3 below sets out the progress made by the Health Board in implementing recommendations from previous structured assessment

reports

Recommendation

Description of progress

R1  Elements of the Health Board’s website are not updated in a timely fashion and
there is scope to further enhance transparency of Board business. The Health
Board should ensure that:

a) unconfirmed Board and committee minutes are published on the Health
Board’s website as soon as is practical after each meeting;

b) agendas for private meetings of the Board are made available on the Health
Board’s website in advance of the meeting; and

c) the most recent version of policies and declarations of interest is publicly
available on the website (2022 structured assessment).

a) Complete — see paragraph 27.
b) Complete — see paragraph 28.

c) Complete — see paragraph 32.

R2  While some changes have been made, the operational structure still poses risks to
confused and inconsistent governance structures. Given the scale and complexity
of the challenges and risks facing the Health Board, it is important that planned
work to revise the operational structures and associated governance arrangements
progresses as a matter of urgency (2022 structured assessment).
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Recommendation

Description of progress

R3  While performance arrangements exist at an operational level, there is scope to
bring these together into a holistic review of performance. Alongside the rollout of
its Improving Together Framework, the Health Board should revisit its performance
management arrangements to ensure that there is a joined-up approach at an
operational level (2022 structured assessment).

This recommendation will be followed up through our

review of operational governance — see paragraph 64.

R4  The Health Board has not set out expected outcomes for all its planning objectives
set out in its Annual Plan. In revising its planning objectives for 2023-2026, the
Health Board needs to clearly articulate the expected outcomes for its streamlined
set of planning objectives (2022 structured assessment).

Not complete — see paragraph 83.

R5 Implementation plans to support corporate enabling strategies did not always exist
or include clear milestones, targets, and outcomes. The Health Board needs to

ensure:

o existing implementation plans include clear milestones, targets, and
outcomes; and

o implementation plans are developed for enabling strategies that currently do

not have one. Alongside the monitoring of relevant individual planning
objectives, this will enable periodic review of overall progress of delivery of
the enabling strategies (2022 structured assessment).

In progress — see paragraph 86.

R6  The Health Board’s longer-term financial recovery plan has not been updated to
reflect the financial challenges being experienced in 2022-23. The Health Board
needs to update its longer-term financial recovery plan for 2023 onwards, ensuring
that its improvement opportunities are reflected (2022 structured assessment).
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Recommendation Description of progress

R1  Planners are not involved in all planning processes and must rely on others to In progress — see paragraph 80.
make sure that plans align. The Health Board should determine individual
responsibilities for ensuring that key planning processes are effectively linked
(2021 structured assessment).

R2  The planning team has adopted a ‘business partnering’ approach to support the In progress — see paragraph 80.
development of the quarterly operational plans, which has worked well but there
has been over-reliance on one individual within the planning team due to capacity
constraints. The Health Board should review its planning capacity to ensure that
resilience is built into the team, and the expertise and knowledge needed to
support the planning process are developed across all team members (2021
structured assessment).
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Appendix 3

Organisational response to audit recommendations

[Appendix 3 will be completed once the report and organisational response have been considered by the relevant committee.]

Exhibit 4: Health Board response to our audit recommendations

Ref Recommendation

Organisational response

Please set out here relevant commentary on the
planned actions in response to the
recommendations

Completion date

Please set out by when the planned
actions will be complete

Responsible
officer (title)
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Archwilio Cymru
Audit Wales

Audit Wales

Tel: 029 2032 0500

Fax: 029 2032 0600
Textphone: 029 2032 0660

E-mail: info@audit.wales

Website: www.audit.wales

We welcome correspondence and
telephone calls in Welsh and English.
Rydym yn croesawu gohebiaeth a

galwadau ffon yn Gymraeg a Saesneg.
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