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Purpose of the
Report

This report presents the findings of Wales Audit Office’s key
findings from the audit work undertaken at Swansea Bay
University Health Board by the Wales Audit Office during
20109.

The Structured assessment report examines the Health
Board’s arrangements that support good governance and
the efficient, effective and economic use of resources.

Key Issues

The key messages from the Annual Audit Letter include:

e The Health Board’s accounts were properly prepared
and materially accurate, and the Auditor General for
Wales work did not identify any material weaknesses in
the Health Board’s internal controls relevant to my audit
of the accounts. The Auditor General for Wales
therefore issued an unqualified opinion on their
preparation.

e The Health Board did not achieve financial balance for
the three-year period ending 31 March 2019 and
therefore the Auditor General for Wales issued a
qualified opinion on the regularity of the financial
transactions within its 2018-19 accounts.

e The Auditor General for Wales placed a substantive
report on the Health Board’s financial statements to
highlight its failure to achieve financial balance and its
failure to have an approved three-year plan in place.

e There is effective scrutiny with attention to continually
improving governance and leadership. There is also a
maturing approach to risk management, but the Board
Assurance Framework is yet to be implemented.

e Plans are in place to address acknowledged
weaknesses in quality governance, such as:
implementing the quality governance framework;
improving the effectiveness of the quality assurance
group; and ensuring clinical audit fully contributes to the
system of assurance.

e The Health Board has well-established arrangements
for tracking progress against internal and external audit
recommendations and the Audit Committee routinely
receives reports identifying the number of
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recommendations complete, on-track or overdue. The
Committee uses this information to hold officers to
account and our assessment of progress against
previous recommendations.

Specific Action Information | Discussion Assurance | Approval
Required O O
(please choose one

only)

Recommendations | Members are asked to:

e RECEIVE and support the Annual Audit Letter;

e RECEIVE and support the structured assessment
report; and

e NOTE that the management response to the
Structured Assessment is being finalised and will be
reported to the Audit Committee in March 2020.
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ANNUAL AUDIT REPORT AND STRUCTURED ASSESSMENT

1. INTRODUCTION

The Annual Audit Report (Appendix 1) to Board Members sets out the key findings from the
audit work undertaken at Swansea Bay University Health Board by the Wales Audit Office
during 2019.

The Structured assessment report (Appendix 2) examines the Health Board’s arrangements
that support good governance and the efficient, effective and economic use of resources.

2. BACKGROUND

The report on Structured Assessment 2019, which in the main informs the content of the
Annual Audit Report. Due to the postponement of the Audit Committee on 16" January
2020, the Audit Committee have not had the opportunity to consider in detail.

The Annual Audit Report now being presented to the Board is therefore reflective of any
amendments that were agreed to the 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.

The structured assessment for 2019 included interviews with executive directors and
independent members of the board, observations of board and committee meetings and
review of relevant documents as well as performance and financial data.

While the work followed similar themes to previous years, the scope was broadened to

include commentary on arrangements relating to procurement and improving efficiency and

productivity. The report setting out the findings does so under three themes:

- Governance arrangements;

- Approach to strategic planning; and

- Wider arrangements that support the efficient, effective and economical use of
resources.

2 GOVERNANCE AND RISK ISSUES

a) Annual Audit Report

This report summarises the work undertaken by the Wales Audit Office and 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 audit work focused on strategic priorities and the significant financial and operational
risks facing the Health Board, and which are relevant to the audit responsibilities of the
Auditor General for Wales.

The Auditor General for Wales (AGfW):

e Issued a qualified opinion on the 2018-19 financial statements of the Health Board,
and in doing so brought several issues to the attention of officers and the Audit
Committee. The qualification relates solely to the regularity opinion and is because
the Health Board failed to achieve its first financial duty under the NHS Finance
(Wales) Act 2014, to achieve financial balance for the three-year period ending 2018-
19.

e Placed a substantive report on the Health Board’s financial statements to highlight its
failure to meet its financial duties.
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e Concluded that the Health Board’s accounts were properly prepared and materially
accurate.

e Did not identify any material weaknesses in the Health Board’s internal controls
relevant to his audit of the accounts.

e Section 2 of this report has more detail about the financial position and financial
management arrangements.

e Examined the Health Board’s financial planning and management arrangements, its
governance and assurance arrangements, and its progress on the improvement
issues identified in last year’s Structured Assessment.

The AGfW structured assessment work examined the Health Board's governance
arrangements and the way in which the Board and its sub-committees conduct their
business and identified the following:

e There is effective scrutiny with attention to continually improving governance and
leadership. There is also a maturing approach to risk management, but the Board
Assurance Framework is yet to be implemented.

e Plans are in place to address acknowledged weaknesses in quality governance, such
as: implementing the quality governance framework; improving the effectiveness of
the quality assurance group; and ensuring clinical audit fully contributes to the system
of assurance.

e The Health Board has well-established arrangements for tracking progress against
internal and external audit recommendations and the Audit Committee routinely
receives reports identifying the number of recommendations complete, on-track or
overdue. The Committee uses this information to hold officers to account and our
assessment of progress against previous recommendations.

a) Structured Assessment 2019

The Wales Audit Office Structured Assessment 2018 acknowledged that the Health Board
was improving governance and strategic planning, but it recognised the need to strengthen
guality governance and design a more coherent operating model for the organisation. A
continued focus on managing workforce risks and improving performance and efficiency
was also needed, but there were positive signs of resources being managed more
strategically and of an evolving values-based approach. This was in contrast to the fragility
of the organisation noted in the Wales Audit Office 2017 review.

The main conclusion of the 2019 report stated:

“.... Is that a clear strategic vision and an open an engaged leadership have set a positive
direction for the organisation. The Health Board is now organising itself to deliver its
objectives through an ambitious transformation programme. However, progress against
ambition has, to some extent, been limited by the capacity needed to deliver the Bridgend
boundary change. There is a systematic approach to maturing governance and
strengthening important aspects of quality governance. Progress is also being made in
addressing workforce issues despite limited HR resource. Actions to improve finances and
performance are also evident, with a focus on developing sustainable efficiencies and value-
based approaches. However, this has not yet secured the improvement in performance
needed and there is an increasing risk that the Health Board will fail to achieve financial
balance. The challenge for the Health Board is balancing a present tension between
immediate performance turnaround and transforming services for long-term sustainability”.
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The key findings are summarised below:

With a clear strategic direction, a focus on partnership working and maturing planning
and reporting arrangements, the Health Board is starting to implement its clinical
services plan. While working to an annual plan the Health Board is aiming to produce
an approvable IMTP for 2020-2023. Monitoring of annual plan delivery is now aligned
to organisational objectives but reporting on clinical services plan critical paths will
need development.

An ambitious transformation programme is helping the Health Board reshape how it
operates and organises itself to deliver its strategic objectives. The Health Board has
clear aims and ambition for transformation and with the Bridgend transfer complete,
is now developing a new operating model and structures for better whole system
response. With a Transformation Board and programmes established, capacity is
being marshalled to support programme management, change, and service
improvement. The scale of re-design and improvement work is challenging and the
need for immediate performance improvement is creating a tension between
transformation and turnaround.

The Health Board is focussed on delivering greater value and efficiency, although
actions have not yet secured the improvements needed and financial and
performance challenges remain. Financial performance has improved over the last
three years and the Health Board is aiming to reach financial balance. However, with
a worsening in-year position achievability in 2019-20 is unlikely. The Health Board
has good financial controls and stewardship and is developing a focus on value and
efficiency to achieve sustainable financial and performance improvements. But with
loss of finance staff, the intended developments in costing, budget setting and driving
sustainable efficiencies have not progressed fast enough. Service performance is
also not where it needs to be despite good oversight and scrutiny, and unscheduled
care is a challenge. The Health Board’s new operating model and planned
performance management framework are positive steps in improving performance
management.

The Board is displaying visible leadership and strengthening overall governance but
is aware that there is more to do to strengthen some aspects of quality governance.
There is effective scrutiny with attention to continually improving governance and
leadership. There is also a maturing approach to risk management, but the Board
Assurance Framework (BAF) is yet to be implemented. Plans are in place to address
remaining weakness in quality governance and ensure clinical audit fully contributes
to the system of assurance.

The Health Board has developed a more strategic approach to workforce
management and, while acting to address workforce risks, recognises further
opportunities and challenges. The Health Board has developed a Workforce and
Organisational Development (WFOD) framework with a clear focus on developing
organisational values, staff engagement and well-being. However, HR capacity is
limited and there is reliance on short-term funding. Mandatory training rates have
improved, and two-thirds of staff have had an appraisal. Steps to improve workforce
efficiency and productivity are being taken, with a proactive approach to attracting
staff. But recruitment and retention challenges, high sickness levels and increasing
agency expenditure remain a challenge.

3 FINANCIAL IMPLICATIONS
There are no direct financial implications arising from the recommendations in this report.
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4 RECOMMENDATIONS
Members are asked to:
e RECEIVE and support the Annual Audit Report;
e RECEIVE and support the Structured Assessment Report; and
e NOTE that the management response to the Structured Assessment is being
finalised and will be reported to the Audit Committee in March 2020.
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Governance and Assurance

Link to Supporting better health and wellbeing by actively promoting and
Enabling empowerjng peopletq live well in resilient .communities
Objectives Partnerships for Improving Health and Wellbeing
(please choose) Co-Production and Health Literacy O
Digitally Enabled Health and Wellbeing |
Deliver better care through excellent health and care services achieving the
outcomes that matter most to people
Best Value Outcomes and High Quality Care
Partnerships for Care |
Excellent Staff O
Digitally Enabled Care O
Outstanding Research, Innovation, Education and Learning O
Health and Care Standards
(please choose) Staying Healthy |
Safe Care
Effective Care
Dignified Care
Timely Care
Individual Care
Staff and Resources

Quality, Safety and Patient Experience

Ensuring the Board and its Sub-Committee(s) makes fully informed decisions is
dependent on the quality and accuracy of the information presented and considered
by those making decisions. Informed decisions are more likely to impact favourably
on the quality, safety and experience of patients and staff.

Financial Implications

There are no direct financial implications arising from this report.

Legal Implications (including equality and diversity assessment)

Ensuring the board carries out its business appropriately in accordance with the
governance and legal frameworks as set down by Welsh Government.

Staffing Implications

No staffing implications implications arising from this report.

Long Term Implications (including the impact of the Well-being of Future
Generations (Wales) Act 2015)

The Act requires the Health Board to think more about the long term, how we work
better with people and communities and each other, look to prevent problems and take
a more joined up approach with partners. There will be long term risks that will affect
both the delivery of services, therefore, it is important that you use these five ways of
working (Long Term Thinking, Prevention, Integration, Collaboration and Involvement)
and the wellbeing goals identified in the Act in order to frame what risks the Health
Board may be subject to in the short, medium and long term. This will enable The
Health Board to take the necessary steps to ensure risks are well managed now and
in the future.

Report History Audit Committee — 15" January 2020 (postponed)
Sign off by the Executive Directors and Chief Executive
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Appendices Appendix 1 - Annual Audit Report 2019
Appendix 2 — Structured Assessment 2019
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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 the Wales Audit Office are relevant third parties. Any enquiries regarding
disclosure or re-use of this document should be sent to the Wales Audit Office 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 ffén yn Gymraeg a Saesneg. Ni fydd
gohebu yn Gymraeg yn arwain at oedi.

This report was prepared for the Auditor General by Dave Thomas, Ann-Marie Harkin, Carol Moseley
and Jason Blewitt.
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Summary report

About this report

1

This report summarises the findings from the audit work | have undertaken at
Swansea Bay University Health Board' (the [Health Board) during 2019. | did that
work to carry out my responsibilities under the Public Audit (Wales) Act 2004. That
Act requires me to:

a) examine and certify the accounts submitted to me by the Health Board, and
to lay them before the National Assembly;

b) satisfy myself that the expenditure and income to which the accounts relate
have been applied to the purposes intended and in accordance with the
authorities which govern it; and

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

| have reported my findings in Key messages under the following headings:
o Audit of accounts

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

| have issued several reports to the Health Board this year. This annual audit report
is a summary of the issues presented in these more detailed reports, a list of which
is included in Appendix 1.

Appendix 2 presents the latest estimate on the audit fee that | will need to charge
to cover the actual costs of undertaking my work at the Health Board, alongside the
original fee that was set out in the 2019 Audit Plan.

Appendix 3 sets out the financial audit risks highlighted in my 2019 Audit Plan and
how they were addressed through the audit.

The Chief Executive and the Director of Finance have agreed this report is factually
accurate. We presented it to the Audit Committee on 16t January 2020. The Board
will receive the report at a later Board meeting and every member will receive a
copy. We strongly encourage the Health Board to arrange wider publication of this
report. We will make the report available to the public on the Wales Audit Office
website after the Board have considered it.

| would like to thank the Health Board’s staff and members for their help and co-
operation during the audit work my team has undertaken over the last 12 months.

' Swansea Bay University Health Board was formed 1 April 2019 following the Bridgend
boundary change. The accounts work for 2018-19 detailed in this report relates to the
former Abertawe Bro Morgannwg University Health Board.
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Key messages

Audit of the Accountability Report and Financial Statements

8 | have concluded that the Health Board’s accounts were properly prepared and
materially accurate, and my work did not identify any material weaknesses in the
Health Board'’s internal controls relevant to my audit of the accounts. | have
therefore issued an unqualified opinion on their preparation.

9 The Health Board did not achieve financial balance for the three-year period
ending 31 March 2019 and so | have issued a qualified opinion on the regularity of
the financial transactions within its 2018-19 accounts.

10  Alongside my audit opinion, | placed a substantive report on the Health Board’s
financial statements to highlight its failure to achieve financial balance and also its
failure to have an approved three-year plan in place.

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

11 My programme of Performance Audit work at the Health Board has led me to draw
the following conclusions:

The Health Board is organising itself to deliver an ambitious transformation
programme. There is a systematic approach to strengthening governance
arrangements, including important aspects of quality governance. Progress
is being made to address workforce issues. However, action to improve
finances and performance have not yet secured the improvements needed.
It is unlikely that the Health Board will achieve financial balance in 2019-20.

The Health Board has made progress in applying the sustainable
development principle but recognises there is more work to do; and

My performance audit work has identified positive progress in addressing
issues identified by previous audits but there is scope to secure further
improvements.

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

Audit of the Accountability Report and Financial
Statements

13

14

This section of the report summarises the findings from my audit of the Health
Board’s financial statements for 2018-19. These statements are how the
organisation shows its financial performance and sets out its net assets, net
operating costs, recognised gains and losses, and cash flows. Preparing the
statements is an essential element in demonstrating appropriate stewardship of
public money.

My responsibilities in auditing the Health Board’s financial statements are
described in my Statement of Responsibilities publications, which are available on
the Wales Audit Office website.

| have issued an unqualified opinion on the accuracy and
proper preparation of the 2018-19 financial statements of the
Health Board

| have concluded that the Health Board’s accounts were properly prepared and materially
accurate, and my work did not identify any material weaknesses in the Health Board’s

internal controls relevant to my audit of the accounts.

15

16

17

| received draft accounts by the deadline and the supporting working papers were
of good quality.

| reviewed those internal controls that | considered to be relevant to the audit to
help me identify, assess and respond to the risks of material misstatement in the
accounts. | did not consider them for the purposes of expressing an opinion on the
operating effectiveness of internal control. My review did not identify any significant
deficiencies in the Health Board’s internal controls.

| must report issues arising from my work to those charged with governance before
| issue my audit opinion on the accounts. My Financial Audit Engagement Lead
reported these issues to the Health Board’s Audit Committee on 29t May 2019.
Exhibit 1 summarises the key issues set out in that report.
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Exhibit 1: issues identified in the Audit of Financial Statements Report

The following table summarises and provides comments on the key issues identified.

Issue Auditors’ comments

Uncorrected misstatements | There were no uncorrected misstatements.

Corrected misstatements There were several adjustments made to the draft
accounts which in the main related to additional narrative
to provide more clarity.

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
years ending 2018-19.

18 Il also undertook a review of the Whole of Government Accounts return. |
concluded that the counterparty consolidation information was consistent with the
financial position of the Health Board at 31 March 2019 and the return was
prepared in accordance with the Treasury’s instructions.

19 My separate audit of the charitable funds financial statements is complete and |
issued an unqualified opinion on the accounts in November 2019.

20 | also undertook an audit of the s1 and s2 forms for the transfer of assets and
liabilities from the Health Board to Cwm Taf Health Board as part of the Bridgend
Transfer. | concluded that subject to the amendments made to the forms arising
from the audit, nothing has come to my attention to indicate that the entries in the
form do not agree with the accounting records of the Health Board.

| have issued a qualified audit opinion on the regularity of the
financial transactions within the financial statements of the
Health Board and placed a substantive report alongside this
opinion to highlight its failure to meet its statutory financial
duties

The Health Board did not achieve financial balance for the three-year period ending 31
March 2019 and so | have issued a qualified opinion on the regularity of the financial
transactions within its 2018-19 accounts.

21 The Health Board’s financial transactions must be in accordance with authorities
that govern them. It must have the powers to receive the income and incur the
expenditure that it has. Our 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.
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22

Where a Health Board does not achieve financial balance, its expenditure exceeds
its powers to spend and so | must qualify my regularity opinion. In 2018-19, the
Health Board reported a year-end deficit of £9.879 million. In addition, the Health
Board breached its cumulative resource limit by spending £81.612 million over the
£3,290 million that it was authorised to spend in the three-year period 2016-17 to
2018-19.

Alongside my audit opinion, | placed a substantive report on the Health Board’s financial

statements to highlight its failure to achieve financial balance and also its failure to have
an approved three-year plan in place.

23

| have the power to place a substantive report on the Health Board’s accounts
alongside my opinions where | want to highlight issues. Due to the Health Board’s
failure to meet its financial duties | issued a substantive report setting out the
factual details: it failed its duty to achieve financial balance (as set out above) and
it does not have an approved three-year plan in place and is currently working to a
one-year plan.

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

24

25

26

| have a statutory requirement to satisfy myself that NHS bodies have proper
arrangements in place to secure efficiency, effectiveness and economy in the use
of their 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 undertaking a structured assessment of the Health Board’s arrangements for
overall governance, strategic planning, turnaround and transformation,
finance and performance and managing workforce productivity and
efficiency; and

o specific use of resources work on clinical coding and the consultant contract.

In order to discharge my responsibilities under the Well-being of Future
Generations Act 2015, | have also undertaken work to review the Health Board’s
arrangements for implementing the Act.

My conclusions based on this work are set out below.
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With a clear strategic direction, a focus on partnership working
and maturing planning and reporting arrangements, the Health
Board is starting to implement its clinical services plan

27 My structured assessment work examined how the Board engages partners and
sets the strategic direction for the organisation. | also assessed how well the
Health Board plans the delivery of its objectives and how it monitors progress in
delivering the plans. My findings are set out below.

28  With a clear strategic direction, a focus on partnership working and maturing
planning and reporting arrangements, the Health Board is starting to implement its
clinical services plan. While working to an annual plan the Health Board is aiming
to produce an approvable integrated medium-term plan for 2020-2023. Monitoring
of annual plan delivery is now aligned to organisational objectives but reporting on
clinical services plan critical paths will need development.

An ambitious transformation programme is helping the Health
Board reshape how it operates and organises itself to deliver its
strategic objectives but there is a tension between
transformation and turnaround

29 My structured assessment work examined the Health Board’s arrangements to
support transformational change and whether structures better promote whole
system working. My findings are set out below.

30  The Health Board has clear aims and ambition for transformation and with the
Bridgend transfer complete, is now developing a new operating model and
structures for better whole system responses. The Health Board’s ability to
progress its transformation ambitions had been limited by the capacity needed to
deliver the Bridgend boundary change by April 2019. With a Transformation Board
and programmes now established, capacity is being marshalled to support
programme management, change, and service improvement. The scale of re-
design and improvement work is challenging and the need for immediate financial
and performance improvement is creating a tension between transformation and
turnaround.

The Health Board is focussed on delivering greater value and
efficiency, although actions have not yet secured the
improvements needed and financial and performance
challenges remain

31 My structured assessment work examined the actions the Health Board is taking to
achieve financial balance, improve performance and efficiency and create longer-
term financial sustainability. My findings are set out below.
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32

33

Financial performance has improved over the last three years, however with a
worsening in-year position, achievement of financial balance for the year ending
2019-20 is unlikely, with the Health Board currently predicting a £12.3m year end
deficit. The Health Board is developing a focus on value and efficiency to achieve
sustainable financial and performance improvements but with loss of finance staff,
the intended developments in costing, budget setting and driving sustainable
efficiencies have not progressed fast enough. Service performance is also not
where it needs to be despite good oversight and scrutiny, and unscheduled care is
a particular challenge. The Health Board’s new operating model and planned
performance management framework are, however, positive steps in improving
performance management.

The National Fraud Initiative (NFI) is a biennial data-matching exercise that helps
detect fraud and overpayments by matching data across organisations and
systems to help public bodies identify potentially fraudulent or erroneous claims
and transactions. In January 2019, the Health Board received 7,363 NFI data-
matches with 674 high-risk recommended matches identified, mostly relating to
payroll, creditor payments or procurement. By December 2019, the Health Board
had conducted initial review of most recommended payroll matches and made
good progress reviewing creditor and procurement matches. Whilst we are
satisfied with review work to date, and that it is timelier this year, there is still
opportunity to start reviews earlier in future.

The Board is displaying visible leadership and strengthening its
overall governance arrangements but is aware that some
aspects of quality governance need improvement

34

35

36

My structured assessment work examined the Health Board’s governance
arrangements and the way in which the Board and its sub-committees conduct
their business. | found the following.

There is effective scrutiny with attention to continually improving governance and
leadership. There is also a maturing approach to risk management, but the Board
Assurance Framework is yet to be implemented. Plans are in place to address
acknowledged weaknesses in quality governance, such as: implementing the
quality governance framework; improving the effectiveness of the quality
assurance group; and ensuring clinical audit fully contributes to the system of
assurance.

The Health Board has well-established arrangements for tracking progress against
internal and external audit recommendations and the Audit Committee routinely
receives reports identifying the number of recommendations complete, on-track or
overdue. These are broken down by executive portfolio and how many days
outstanding recommendations are overdue. The Committee uses this information
to hold officers to account and our assessment of progress against previous
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structured assessment recommendations is broadly consistent with management’s
reported status.

The Health Board has developed a more strategic approach to
workforce management and, while acting to address workforce
risks, recognises that there is more to do

37

38

My structured assessment work examined the actions that the Health Board is
taking to ensure that its workforce is well managed and productive. | also assessed
arrangements for addressing training and development needs and action to
engage and listen to staff and address wellbeing needs. My findings are set out
below.

The Health Board has developed a Workforce and Organisational Development
framework with a clear focus on developing organisational values, staff
engagement and well-being. However, HR capacity is limited and there is reliance
on short-term funding. Mandatory training rates have improved, and two-thirds of
staff have had an appraisal. Steps to improve workforce efficiency and productivity
are being taken, with a proactive approach to attracting staff. But recruitment and
retention challenges, high sickness levels and increasing agency expenditure
remain a challenge.

The Health Board has made progress in applying the
sustainable development principle but recognises there is more
work to do

39

40

| reviewed the extent to which the Health Board is applying the sustainable
development (SD) principle and the five ways of working in order to do things
differently. My work considered how the SD principle is being embedded in core
arrangements and included examination of a step being taken by the Health Board
to meet one of its wellbeing objectives. The step reviewed was the Health Board’s
approach to developing Swansea Bay Biophilic Wales (the project). The project is
a partnership designed to improve green spaces in the Swansea Bay area,
improve grasslands and protect Wales’ most threatened species.

Steps have been taken to embed the sustainable development principle in planning
and engaging with service users. Embedding the SD principle in the organisational
culture remains a challenge given the scale and complexity of the organisation, the
recent organisational boundary change and significant performance and financial
challenges. In terms of the project, my team found a strong focus on the five ways
of working, but the Health Board acknowledges it could collaborate and involve
other groups, organisations and staff to secure long-term benefits and support
delivery of wellbeing objectives and national wellbeing goals.
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My performance audit work has identified positive progress in
addressing issues identified by previous audits but there is
scope to secure further improvements

The Health Board has invested in its clinical coding service and has generally good
quality coded data although its use as business intelligence remains underdeveloped

41

Clinical coding involves the translation of written clinical information (such as a
patient’s diagnosis and treatment) into a code format. Good quality clinically coded
data plays a fundamental role in the management of hospitals and services. It can
be used to support healthcare planning, resource allocation, cost analysis and
assessments of treatment effectiveness. My review found that clinical coding
performance is generally good, albeit accuracy has deteriorated slightly. The
importance of clinical coding has been recognised through new investment,
although coded data could be better used for business intelligence. The Health
Board has made reasonable progress in addressing previous audit
recommendations.

The Health Board has implemented some of the recommendations set out in my previous
reports on the consultant contract and is now well placed to implement those that remain

42

43

Robust job planning is essential for securing the intended benefits of the amended
consultant contract. The Health Board is updating its guidance and rolling-out
electronic job planning. In the interim, a database is used to capture job planning
completion rates. At the time of my fieldwork, 86% of consultants and SAS doctors
had a job plan or a planned review date. The HR team were also assessing the
quality of completed job plans. Existing guidance sets a clear position on
Supporting Professional Activity sessions and the Health Board has also clarified
its expectations about the linkage between appraisal and job planning.

A range of information informs job planning although assurance on the
development and use of information to assist job planning in individual specialties
is needed. A programme of training has been delivered for those involved in job
planning and is available on request between major rollouts, although this needs to
be further publicised. The introduction of electronic job planning is being supported
by a training programme, but uncertainty remains about the resources to provide
ongoing training after the initial project implementation. It is unclear whether the job
planning process for those consultants with an academic contract is wholly
effective. However, with the steps taken to date, the Health Board is now better
positioned to address remaining recommendations.
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Appendix 1

Reports issued since my last annual audit report

Exhibit 2: reports issued since my last annual audit report

The following table lists the reports issued to the Health Board in 2019.

Report ‘ Date

Financial audit reports

Audit of Financial Statements Report May 2019
Opinion on the Financial Statements June 2019
Audit of Financial Statements Report — Charitable Funds October 2019
Opinion on the Financial Statements — Charitable Funds November 2019
Audit of the s1 and s2 returns Report November 2019
Performance audit reports

Clinical Coding May 2019

Well Being of Future Generations October 2019
Consultant Contract Follow-up December 2019
Structured Assessment 2019 December 2019
Other

2019 Audit Plan March 2019

Exhibit 3: performance audit work still underway

There are also some performance audits that are still underway at the Health Board.
These are shown in the following table, together with the estimated dates for completion.

Report ‘ Estimated completion date ‘
Quality Governance June 2020

Orthopaedics February 2020

Local audit — audit time reserved to respond to any To be agreed

post Bridgend transition issues or risks?

2 |nitial work had been planned to examine short-term and long-term agreements (STAs
and LTAs) arising from the Bridgend transfer. Timing of this work was dependent on the
Health Board’s arrangements being established. In discussion with Internal Audit we
deferred our work while Internal Audit considered the arrangements being put in place.
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Appendix 2

Audit fee

The 2019 Audit Plan set out the proposed audit fee of £411,807 (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 plan. However, | will update officers should this
position change.
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Appendix 3

Financial audit risks

Exhibit 4: financial audit risks

My 2019 Audit Plan set out the financial audit risks for the audit of the 2018-19 financial
statements. The table below lists these risks and sets out how they were addressed as

part of the audit.

Audit risk

Proposed audit response

Work done and outcome

The risk of management
override of controls is
present in all entities. Due
to the unpredictable way
in which such override
could occur, it is viewed
as a significant risk [ISA
240.31-33].

My audit team will:

o test the appropriateness
of journal entries and
other adjustments made
in preparing the financial
statements;

e review accounting
estimates for biases;
and

e evaluate the rationale
for any significant
transactions outside the
normal course of
business.

My audit team:
e tested journal entries;

e reviewed accounting
estimates, particular
primary care payments;
and

o did not identify any
transactions outside of the
normal course of
business.

No matters arose from the
work carried out.

There is a risk of material
misstatement due to fraud
in revenue recognition
and as such is treated as
a significant risk [ISA
240.26-27].

My audit team will:

e review and test the
individual funding and
income streams
received by the Health
Board; and

e consider whether all
funding and income
streams have been
identified.

My audit team reviewed
income streams for
completeness and tested for
accuracy.

No matters arose from the
work carried out.

There is a significant risk
that the Board will fail to
meet its first financial duty
to break even over a
three year period. The
position at month 9 shows
a year-to-date deficit of
£13.8m and a forecast
year-end deficit of £10m.
These are after receipt of
£10m of additional

funding from Welsh

My audit team will focus its
testing on areas of the
financial statements which
could contain reporting
bias.

I may choose to place a
substantive report on the
financial statements
explaining the failure and
the circumstances under
which it arose.

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

| chose to place a
substantive report on the
financial statements
explaining the failure and the
circumstances under which it
arose.
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Audit risk

Proposed audit response

Work done and outcome

Government. This
combined with the
outturns for 2016-17 and
2017-18, predicts a three
year deficit position.
Where the Board fails this
financial duty | will qualify
my regularity opinion and
will place a substantive
report on the financial
statements highlighting
the failure.

The current financial
pressures on the Board
increase the risk that
management judgements
and estimates could be
biased in an effort to
achieve the financial duty.

Liabilities for continuing
healthcare costs continue
to be a significant
financial issue for the
Health Board. The 31 July
2014 deadline for the
submission of any claims
for continuing healthcare
costs dating back to 1
April 2003 resulted in a
large increase in the
number of claims
registered last financial
year and the Health
Board includes within its
financial statements
amounts relating to those
uncertain continuing
healthcare costs.

There is a risk that these
amounts are not correctly
reflected in the financial
statements and the
financial statements could
be materially misstated.

My audit team will audit
Continuing Healthcare
expenditure and ensure the
correct accounting
treatment.

My audit team sample tested
Continuing Healthcare
expenditure, creditors,
provisions and contingent
liabilities. No matters arose
from the work carried out.

Bridgend Boundary
Transfer

From 1 April 2019, the
responsibility for providing
healthcare services for
people in the Bridgend

My audit team will liaise
with finance staff to ensure
that the accounts
production plan is adhered

My audit team liaised with
finance staff and ensured
that the accounts production
plan was adhered to and
appropriate disclosures
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Audit risk

County Borough Council
area will move from
Abertawe Bro Morgannwg
University Health Board
(ABM UHB) to Cwm Taf
University Health Board
(CT UHB). Whilst this will
not present any direct
risks over the transactions
within the 2018-19
financial statements, the
financial statements will
still need to disclose this
change from 1 April 2019.

Health Board staff face
significant additional work
from this change,
increasing the risk that the
Health board may not
produce its 2018-19
financial statements by
the required deadlines.

Proposed audit response

to and appropriate
disclosures made.

Work done and outcome

made in the financial
statements.

We also audited the s 1 and
s2 returns for the transfer of
assets and liabilities from the
Health Board to Cwm Taf.
We concluded that subject to
the amendments made to the
forms arising from the audit,
nothing has come to my
attention to indicate that the
entries in the form do not
agree with the accounting
records of the Health Board.

New accounting
standards

IFRS 9 financial
instruments applies from
1 April 2018 and brings in
a new principles-based
approach for the
classification and
measurement of financial
assets. It also introduces
a new impairment
methodology for financial
assets based on expected
losses rather than
incurred losses. This will
result in earlier
recognition of expected
credit losses and will
impact on how the Health
Board calculates its bad
debt provision.

IFRS 15 revenue from
contracts with customers
introduces a principles-
based five-step model for
recognising revenue

My audit team will assess
the likely impacts of the
new IFRSs and undertake
work to respond to any
identified risks of material
misstatement.

My audit team assessed the
impacts of the new
accounting standards and
ensured that the accounting
treatment in the financial
statements was correct. No
matters arose from the work
carried out.
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Audit risk

customers. It is based on
a core principle requiring
revenue recognition to
depict the transfer of
promised goods or
services to the customer
in an amount that reflects
the consideration the
body expects to be
entitled to, in exchange
for those goods or
services. It will also
require more extensive
disclosures than are
currently required.

arising from contracts with

Proposed audit response | Work done and outcome
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Summary report

About this report

1 This report sets out the findings from the Auditor General’s 2019 structured
assessment work at Swansea Bay University Health Board. The work has been
undertaken to help discharge the Auditor General’s statutory requirement, under
section 61 of the Public Audit (Wales) Act 2014, to be satisfied that NHS bodies
have made proper arrangements to secure economy, efficiency and effectiveness
in their use of resources.

2 Our 2019 structured assessment work has included interviews with officers and
Independent Members, observations at committee meetings and reviews of
relevant documents, performance and financial data.

3 The key focus of structured assessment is the corporate arrangements for
ensuring that resources are used efficiently, effectively and economically. This
year, auditors paid specific attention to the finance and performance of the Health
Board in the context of short-term performance improvement actions and
developing long-term strategic change and transformation plans to ensure service
sustainability for the future. We also considered the progress made in addressing
previous audit recommendations and the overall effectiveness of governance
arrangements. The report groups our findings under five themes:

o Strategic planning;

° Transformation and organisational design;
° Finance and performance;

o Governance arrangements; and

° Workforce management.

Background

4 The Health Board remains in targeted intervention under the NHS Wales
Escalation and Intervention Framework. Escalation in 2016 reflected significant
challenges in respect of the organisation’s financial position, its ability to produce
an approvable three-year Integrated Medium-Term Plan (IMTP) and concerns
around specific aspects of performance?.

5 In 2018, we found that the Health Board was improving governance and strategic

1

planning, but it recognised the need to strengthen quality governance and design a
more coherent operating model for the organisation. A continued focus on
managing workforce risks and improving performance and efficiency was also
needed, but there were positive signs of resources being managed more

Performance areas included: unscheduled care, referral to treatment times, cancer,

stroke, and healthcare associated infections.
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strategically and of an evolving values-based approach. This was in contrast to the
fragility of the organisation noted in our 2017 review.

6 At the end of 2018-19, the Health Board reported a financial deficit of £9.9 million.
Although a notable improvement on the £32 million deficit in 2017-18, it still added
to the three-year cumulative deficit of £82 million at the end of March 2019. The
Health Board had developed an organisational strategy and clinical services plan
but was unable to produce an approvable IMTP for 2019-2022. It continues
working to an annual plan and is focussed on meeting key Welsh Government
targets and designing sustainable service transformation. However, despite
improvements in some measures, performance remains a challenge, particularly
for unscheduled care.

7 Preparing for and managing the transfer of healthcare responsibility for the
Bridgend population to Cwm Taf University Health Board required significant focus
and consumed much organisational capacity. The change took place on 1 April
2019 resulting in a revised geographical footprint and new name: Swansea Bay
University Health Board.

8 This report provides a commentary on key aspects of progress and issues arising
since our last structured assessment. It should be read with consideration to our
2018 review for the former Abertawe Bro Morgannwg University Health Board2.

2 The former Abertawe Bro Morgannwg University Health Board covered the areas of
Swansea, Neath Port Talbot and Bridgend.
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Main conclusions

9

10

11

12

Our overall conclusion from 2019 structured assessment is that a clear strategic
vision and an open and engaged leadership have set a positive direction for the
organisation. The Health Board is now organising itself to deliver its objectives
through an ambitious transformation programme. However, progress against
ambition has, to some extent, been limited by the capacity needed to deliver the
Bridgend boundary change. There is a systematic approach to maturing
governance and strengthening important aspects of quality governance. Progress
is also being made in addressing workforce issues despite limited HR resource.
Actions to improve finances and performance are also evident, with a focus on
developing sustainable efficiencies and value-based approaches. However, this
has not yet secured the improvement in performance needed and there is an
increasing risk that the Health Board will fail to achieve financial balance. The
challenge for the Health Board is balancing a present tension between immediate
performance turnaround and transforming services for long-term sustainability. Our
key findings are summarised below.

With a clear strategic direction, a focus on partnership working and maturing
planning and reporting arrangements, the Health Board is starting to implement its
clinical services plan. While working to an annual plan the Health Board is aiming
to produce an approvable IMTP for 2020-2023. Monitoring of annual plan delivery
is now aligned to organisational objectives but reporting on clinical services plan
critical paths will need development.

An ambitious transformation programme is helping the Health Board reshape how
it operates and organises itself to deliver its strategic objectives. The Health Board
has clear aims and ambition for transformation and with the Bridgend transfer
complete, is now developing a new operating model and structures for better whole
system response. With a Transformation Board and programmes established,
capacity is being marshalled to support programme management, change, and
service improvement. The scale of re-design and improvement work is challenging
and the need for immediate performance improvement is creating a tension
between transformation and turnaround.

The Health Board is focussed on delivering greater value and efficiency, although
actions have not yet secured the improvements needed and financial and
performance challenges remain. Financial performance has improved over the last
three years and the Health Board is aiming to reach financial balance. However,
with a worsening in-year position achievability in 2019-20 is unlikely. The Health
Board has good financial controls and stewardship and is developing a focus on
value and efficiency to achieve sustainable financial and performance
improvements. But with loss of finance staff, the intended developments in costing,
budget setting and driving sustainable efficiencies have not progressed fast
enough. Service performance is also not where it needs to be despite good
oversight and scrutiny, and unscheduled care is a challenge. The Health Board’s
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new operating model and planned performance management framework are
positive steps in improving performance management.

13  The Board is displaying visible leadership and strengthening overall governance
but is aware that there is more to do to strengthen some aspects of quality
governance. There is effective scrutiny with attention to continually improving
governance and leadership. There is also a maturing approach to risk
management, but the Board Assurance Framework (BAF) is yet to be
implemented. Plans are in place to address remaining weakness in quality
governance and ensure clinical audit fully contributes to the system of assurance.

14  The Health Board has developed a more strategic approach to workforce
management and, while acting to address workforce risks, recognises further
opportunities and challenges. The Health Board has developed a Workforce and
Organisational Development (WFOD) framework with a clear focus on developing
organisational values, staff engagement and well-being. However, HR capacity is
limited and there is reliance on short-term funding. Mandatory training rates have
improved, and two-thirds of staff have had an appraisal. Steps to improve
workforce efficiency and productivity are being taken, with a proactive approach to
attracting staff. But recruitment and retention challenges, high sickness levels and
increasing agency expenditure remain a challenge.

Recommendations

15 The Health Board has made generally good progress in addressing our previous
recommendations. Eleven out of 16 are complete although there is more to do to
embed some actions. For recommendations in-progress, four are superseded by
2019 recommendations reflecting the current operating context. One 2017
recommendation remains outstanding.

16 Recommendations? arising from this audit are detailed in Exhibit 1. We will place
the Health Board’'s management response to these on our website along with our
final report once considered by the Audit Committee.

Exhibit 1: 2019 recommendations

Recommendations

Strategic planning

R1  The Health Board is developing estates and asset plans to underpin the Clinical
Services Plan and will need to ensure that asset and estates requirements are
clearly defined and reflected in the long-term capital plan.

8 We highlight many improvement opportunities in the report but have not made audit
recommendations where there is evidence of planned Health Board actions.
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Recommendations

R2  Clinical Services Plan (CSP) implementation is moving forward but it is not yet
clear how delivery will be reported. The Health Board should determine a CSP
reporting framework to support effective monitoring and scrutiny of CSP
delivery.

Transformation Programme

R3  The transformation programme has been set-up and its programme architecture
designed. There is now a need to ensure organisational understanding of the
transformation and change agenda, and that the portfolios properly align. The
Health Board should:

a. develop a communications and engagement strategy; and

b. test the inter-connections between CSP and enabling programmes.

Finance and Performance

R4  The Health Board has included sustainable savings and efficiency in its plans,
but these have under-achieved over the last two years. The Health Board should
assess the reasons for under-achievement to ensure realistic plans are set and
achieved in 2020-21.

R5 A range of benchmarking is used for planning, service improvement and
efficiency work, but scope exists to extend the information used in respect of
costs. The Health Board should progress its development and use of costing so
that it better informs financial planning and management.
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Detailed report

Strategic planning

17

18

Our work considers how the Board has set the strategic direction and objectives for the organisation,
and how well it plans to achieve these. We also examined the arrangements for monitoring delivery
against objectives and the progress made in addressing our previous recommendations.

We found that with a clear strategic direction, a focus on partnership working and maturing
planning and reporting arrangements, the Health Board is starting to implement its clinical
services plan.

Setting the strategic direction

The Board has set out its strategic vision for the organisation and the clinical services it provides,
with clear recognition of the importance of partnership working.

19

20

21

22

During 2018, the Health Board undertook focussed work to set the strategic direction for the
organisation. Board members determined the aims and objectives informed by population health and
recognising: values-based healthcare principles; key legislation (such as the Wellbeing of Future
Generations Act and Social Services and Wellbeing Act); the Parliamentary Review of Health and
Social Care; and A Healthier Wales*.

Detailed planning was underpinned by demand/capacity modelling and took account of regional
service provision, including the transfer of the Princess of Wales Hospital and other Bridgend
population healthcare services to Cwm Taf University Health Board in April 2019. Although the
planning environment was complex with much capacity needed to prepare for the Bridgend boundary
change, the vision for the organisation and its clinical services was developed and expressed through:

° A 10-year strategy: Better Health, Better Care, Better Lives (the strategy), approved by Board
in November 2018, setting out long-term ambition, aims and enabling objectives.

o A Clinical Services Plan (CSP) approved by Board in January 2019, setting out the shape of
clinical services and the changes needed over five years.

Last years’ service redesign work for the CSP was clinically led with staff and partner involvement,
although more work was needed to secure full clinical engagement with the CSP. The Health Board
has since mapped the critical paths for implementing the CSP across each of the five years and
reports increasing clinical engagement in developing the supporting plans. The Strategy Directorate
has re-aligned planning capacity to CSP priorities and work is progressing to develop business case
and delivery plans, ensure all CSP elements are fully costed and enable benefit assessment.

Good partnership working with Hywel Dda University Health Board continues, with regional planning
arrangements well established through ARCH? and the Joint Regional Planning and Delivery
Committee. The health boards are currently developing a regional clinical services plan (RCSP),
building on work to align their respective clinical services plans in 2018. Increasingly, the regional
working between the two health boards is becoming business as usual. In respect of tertiary services,

4 A Healthier Wales: our Plan for Health and Social Care, Welsh Government. 2018

5 ARCH: A Regional Collaboration for Health
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23

the Health Board works closely with Cardiff and Vale University Health Board, with a memorandum of
understanding in place.

The Health Board recognises the importance of partnerships and wider stakeholder engagement. The
appointment of a Chief of Staff as part of targeted intervention support in October 2018, has enabled
the Health Board to focus on developing a more systematic and consistent approach to building
relationships with partners and stakeholders. As a result, the organisation is better placed for
developing more strategic and productive interactions. Work includes:

° mapping stakeholders, current interactions and the multiple touch-points for service areas;

° establishing a local authority group, quarterly chief executive meetings, and attendance at
scrutiny meetings to help mature relationships with local authority partners; and

° ensuring lead executive assignment to all key partnerships with the Director of Strategy
managing the corporate partnership team and leading on partnerships crucial to planning,
others are aligned with executive portfolios for functional fit and continuity of relationships.

Developing strategic plans

The Health Board’s planning arrangements have matured and, while working to an annual plan, it is
aiming to produce an approvable IMTP for 2020-2023.

24

25

26

27

The NHS Wales (Finance) Act 2014 places a statutory duty on the Health Board to produce an IMTP.
For the past three years, the Health Board has been unable to produce a financially balanced IMTP
and agreed with Welsh Government to work to annual operating plans (AOPs), which have been
supported by annual workforce, financial, IT and capital plans. During 2018 the Health Board
ambitiously sought to develop an IMTP alongside development of the 10-year strategy and 5-year
CSP. Uncertainty on the financial implications of Bridgend boundary change complicated planning and
the Health Board was unable to develop an approvable IMTP for 2019-22 as planned.

The 2019-20 AOP has needed in-year revisions to unscheduled and planned care plans and
trajectories to account for service pressures experienced in the first half of 2019/20, and to update the
financial plan following conclusion of arbitration on the £7 million deficit for the transferred Bridgend
services. The arbitration outcome, announced in August 2019, gives greater certainty for forward
financial planning.

The Health Board is currently developing an IMTP for 2020-2023. The Board has considered the
timetable and planning arrangements. Planning appears on track for the Board to consider a draft
IMTP in December prior to Board approval® and submission to Welsh Government in January 2020.
Welsh Government approval of the IMTP will be dependent on whether the three-year plan is
financially balanced and viable in terms of required performance.

The IMTP planning process is maturing. The Health Board has focussed on developing whole-system
plans which cover key service areas’, encompass CSP priorities and give greater emphasis to
improving population health. The whole-system plans and supporting guidance are underpinning

6 Approval of the RCSP will progress through both Board’s alongside IMTP approval.

7 Unscheduled Care; Planned Care; Cancer; Stroke; Children and Young People; Maternity Services; Mental
Health and Learning Disabilities
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development of Unit delivery plans, which include cross-cutting areas such as primary and community
services and partnership working. Steps to assess the financial and workforce implications,
interdependencies, and alignment of Unit plans are in place. Cross referencing of delivery plan actions
and operational risks has also been introduced to better link planning and risk mitigation.

28  Alonger-term financial plan with greater focus on sustainability and transformation is emerging with
details being developed during our fieldwork. This work is being informed by external financial support
secured by Welsh Government. Workforce planning supports IMTP development but for the long term,
more pace in progressing better joined-up workforce redesign across professional groups will be
needed. The Health Board is also aware that supporting plans, enabling strategies, and longer-term
capital planning need to be appropriately aligned with the IMTP and support the organisational
strategy and CSP. Digital requirements are being built into the IMTP, and asset/estates plans are in
development alongside CSP delivery plans. It will be important that asset and capital plans also
address a significant level of backlog maintenance and out-of-life equipment.

Monitoring strategic plan delivery

Monitoring of annual plan delivery is now aligned to organisational objectives but reporting on
clinical services plan critical paths will need development

29  The Health Board monitors delivery of its annual plan quarterly through operational performance
reviews, Performance and Finance Committee scrutiny and update reporting to Board. Reports map
delivery of the actions and quarterly milestones using a Red/Amber/Green assessment organised by
strategic enabling objectives.

30 Reports comment on any off-track areas, corrective actions or revised milestones and is considered
alongside the main Health Board performance report of key performance indicators. At quarter 2, 82 of
101 actions with expected milestones were either complete (51) or predicted to be on-track by
December (31). Twelve were off track; and 7 not assessed due to a milestone needing clarification or
no update, which the Health Board needs to address.

31  The objective ‘High Quality Outcomes from High Quality Care’ is further assessed by service area,
including quality, safety and patient experience. The service areas broadly match the whole-system
plans being developed for the IMTP, which should assist future monitoring. However, it is not yet clear
how delivery of CSP critical paths will be monitored and reported as detailed delivery plans are
approved.

Previous recommendations

32 Exhibit 2 describes the progress made against our previous recommendations relating to strategy.

Exhibit 2: progress on our previous strategy recommendations

Previous recommendations Description of progress

R8 2017: In developing its clinical strategy the | b. Complete. Change programmes and pre-
Health Board needs to ensure: existing strategies are aligned under the CSP
b. the emerging clinical strategy aligns and transformation programme.
to other strategic plans and change
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Previous recommendations Description of progress

programmes within the Health Board; c. Closed: - superseded by 2019 R1

and Workforce, capital, asset and estates plans
c. that the clinical strategy is are being driven through the detailed CSP

underpinned by supporting strategies delivery plans but are not yet fully in place.

and plans in key areas such as
workforce, estates and asset
management.

R5 2018: The Health Board should develop an | Closed - superseded by 2019 R1
estates strategy, linked to the clinical services (See 2017 R8c above).

plan and IMTP, and reflected in the capital
plan.

Transformation and organisational design

33  We considered the Health Board’s arrangements to support transformational change and whether
structures better promote whole system working. We also reviewed progress made in addressing
previous recommendations.

34  We found that an ambitious transformation programme is helping the Health Board reshape
how it operates and organises itself to deliver its strategic objectives but there is a tension
between transformation and turnaround.

Transformation aims

The Health Board has clear aims and ambition for transformation and better whole-system working
and, with the Bridgend transfer complete, is now making progress in implementing plans

35 In previous years we highlighted several issues hampering whole-system working including:

° different ways of doing things across units and a need to clarity how units share accountability
for whole-system performance and relate to corporate functions;

° continuing complexity and disconnect between programmes and workstreams; and

° some concern about management capacity to service meetings across multiple programmes,

overlaid with those for performance management.

36  The Health Board recognised the challenges and in September 2018, appointed a Transformation
Director funded by Targeted Intervention support. This role has provided leadership in developing a
transformation programme, ‘Fit for the future’, to develop a better connected and more agile
organisation with:

° a single operating model for how the organisation does business.
° clear accountability, interfaces, and better whole system responses.
° defined programme architecture, reporting lines and change management infrastructure.

37 By December 2018, the transformation programme principles had been agreed. However, the Health
Board’s ability to progress its transformation ambitions were limited by the capacity needed to deliver
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the Bridgend boundary change by April 2019. Subsequently, the Health Board has picked up pace and
is making progress in implementing its plans.

Structures and capacity

The Health Board is organising itself for better whole-system response with a new operating model
and structural changes

38

39

40

The Health Board’s new operating model is based on four key areas: people, design, systems, and
partnerships and process. Establishing new management arrangements for the Board has been the
focus to date, with the approach to senior leadership a key feature. A senior leadership team (SLT) of
executives and unit directors established last year has matured. Membership now includes all
operational triumvirate members with plans for a buddy system to strengthen executive-unit links. Unit
directors told us the SLT approach is breaking down silos, generating greater whole-system
accountability and is valued.

To reflect the organisational strategy and CSP, and changes necessitated by the Bridgend boundary
change, the Health Board is revising its organisational structure. Engagement responses were being
considered during our fieldwork following SLT workshops and leadership summit discussions, with
formal consultation planned for November 2019 to January 2020. However, proposals to move from a
5-unit model to a 4-group model appear to be supported. Radical overhaul which could destabilise the
organisation is not intended. Aims are:

° addressing post Bridgend transfer issues where Health Board wide services were formerly
managed by the Princess of Wales Unit;

o bringing services under a single management structure where this was not previously so and
maternity is an example of where this has already happened,;

o reducing duplication and variation across structures; and

° promoting system leadership, removing hospital-based silos, group director accountability for

whole-system issues and developing clinical system leaders.

The Health Board is benefitting from the contribution of the Director of Transformation and Chief of
Staff as already noted, with plans to better join up some corporate functions and executive portfolios
(e.g. communications and engagement, and risk management). Investment in important areas is being
made, with a Deputy Chief Operating Officer post to strengthen capacity and system leadership.
Separate consideration is being given to investment in the workforce function (discussed later).
Changes and investment are being made with recognition of the challenges presented by a 28%
funding reduction and retained costs post Bridgend.

Transformation programme

With a Transformation Board and programmes established, the Health Board is reshaping how it
operates to support change, service improvement and delivery of strategic objectives.

41

Following early work in 2018, the Health Board is now organising to deliver on its transformation
programme. The concepts and arrangements have been presented at board development sessions,
the key objective being transforming clinical services through delivery of the CSP, whilst delivering
financial sustainability and performance improvement. The underpinning building blocks include:
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42

43

44

° aligning all strategic change programmes into a single transformation portfolio.
o strengthening structures and system leadership.
° marshalling programme management resource and standardising methodology with:
- a Programme Management Office (PMO) formed July 2019.
- business case model and PRINCE 2 derived techniques/templates/tools.
- a wider change resource including quality improvement and value-based health care.

- an integrated change management team, developing the ‘Bay way’ and equipping staff
with tools/skills for sustainable change and improvement.
A Transformation Programme Board is established reporting through the Executive to Board. The

architecture and groups supporting portfolio governance (quality assurance and investment benefit)
are defined. Programmes comprise:

° CSP delivery organised under three streams with clinical redesign groups developing models,
standards and pathways of care.

o enabling programmes (e.g. digital, workforce).

o improvement programmes linked to targeted intervention areas.

Much CSP delivery will be through joint West Glamorgan Regional Partnership Board (RPB) delivery.
Partnership governance and performance in general needs better scrutiny, which the Chair is seeking
through a stronger focus at Board. The Health Board also knows a faster shift to community/primary
based care is needed although our primary care report (January 2019) found that financial recovery
and secondary care pressures were taking focus from primary care planning. However, with
successful transformation fund bids, integrated ‘hospital to home’ services and primary care cluster
development are progressing with both programmes part of the CSP portfolio.

Programme architecture, based on portfolios, is much clearer than previous programme arrangements
but still complex. The Health Board recognises that it needs to develop a communication and
engagement plan and to test arrangements as programmes bed in, particularly enabler and CSP
programme connectedness.

Transformation and turnaround

Whilst designing for transformative change, the scale of re-design and improvement work is
challenging and the need for immediate performance improvement creates some tension

45

46

The transformation portfolio is principally designed to deliver the CSP programmes but of necessity
five delivery focused programme boards have been retained. These focus on immediate
improvements in targeted intervention areas and to deliver the annual plan. The portfolio therefore
spans both future transformation and present turnaround.

A delivery support team (DST) has been created to accelerate delivery of financial and performance
improvement and develop a pipeline of sustainable efficiency improvements. The multi-disciplinary
team is working alongside the transformation team and external support. It focusses on problem
solving and unblocking any system issues. The PMO is also providing performance improvement
support which limits its present capacity for supporting CSP strategic change programmes.
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47  Achieving sustainable finances and performance is clearly an organisational priority but there is at
present some tension balancing this present need with longer-term transformational change. There is
also a challenge to sustaining pace given the volume of re-design, planning and improvement work.

Previous recommendations

48  Exhibit 3 describes the progress made in addressing our previous recommendations relating to
programme management and change.

Exhibit 3: progress on our previous programme management recommendations

Previous recommendations Description of progress ‘

R9 2017: New Programme Board
arrangements are being implemented. As part
of this organisational change the Health Board

Complete. Aligned under the Transformation
programme

needs to:
a. [closed in 2018].
b. re-map strategic change programmes

and determine how they align to new
Programme Boards.

C. ensure the new arrangements and
interfaces between the Programme
Boards and delivery units are clear and
better understood than the previously.

d. [closed in 2018].

R17 2017: The Health Board should consider
programme management arrangements and
the future role of the PMO in supporting wider

Complete. A PMO is established.

The Transformation Board will further review
capacity and capability in January 2020.

strategic plans and change programmes.

Finance and Performance

49  We considered the action the Health Board is taking to achieve financial balance, improve
performance and efficiency, and create longer-term financial sustainability. We also reviewed the
progress made in addressing our recommendations.

50  We found that the Health Board is focussed on delivering greater value and efficiency, although
actions have not yet secured the improvements needed and financial and performance
challenges remain.

Managing the finances

Good financial stewardship has helped the Health Board improve its financial performance in recent
years, but achieving and sustaining financial balance depends on picking up the pace in developing
important aspects of financial management
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51  Financial performance — Financial performance has improved over the last three years and the
Health Board is aiming to reach financial balance but achievability in 2019-20 is unlikely.

52  The Health Board has reduced its financial deficit year on year since 2016-17 but spending beyond its
means has led to a cumulative deficit of £82 million (Exhibit 4). Consequently, the Health Board has
continued to fail its first financial duty of the NHS Finance (Wales) Act 2014.

Exhibit 4: financial deficit over the last five financial years

2014-15 2015-16 2016-17 2017-18 2018-19 Cumulative deficit
2014-19

Financial deficit 0 0 £39m £32m £9.9m £82m

Source: Wales Audit Office analysis

53  The achievement of savings and financial efficiencies is key to improving the financial position. We
have previously reported that the Health Board has not had a good record of delivering savings plans.
Plans were overly ambitious, dependent on pay-related savings, which it failed to fully achieve, and
reliant on non-recurrent savings. More sustainable plans identified in 2018-19 did not deliver in-year.

54  The 2019-20 Annual Plan identified a £22 million savings requirement. Savings plans for £16.9 million
were in place at the start of the year, comprising local savings, cost containment, and sustainable high
value opportunities. However, at month 7, the Health Board was overspent by £8.7 million mainly due

to:

° expenditure increases and budget overspends, particularly in respect of unscheduled care.

° required savings not fully identified and £0.6 million under-achievement on confirmed plans.
° corporate and clinical management diseconomies of scale linked to the Bridgend Transfer.

55  The Health Board is looking to meet the shortfall through mitigating actions, additional local savings
and financial recovery plans, increasing the forecast savings to £20.4m. Further mitigation may be
needed for Bridgend diseconomies (£5.4 million) pending outcome of a due diligence review, and in-
year operational pressures.

56  If performance conditions are not met, the Health Board may not receive £10 million non-recurrent
Welsh Government funding, and £6.5 million planned care monies may be clawed-back. The Health
Board has been forecasting a break-even for 2019-20 but achieving this position appears unlikely. The
Board will likely need to agree a control total deficit with Welsh Government.

57  Financial management and controls — The Health Board has good financial controls and
stewardship, but with the loss of finance staff, intended developments in costing, budget
setting and driving sustainable efficiencies have not progressed fast enough.

58  Our annual accounts work has consistently identified that the Health Board has adequate budgetary,
financial management and control arrangements. However, the Health Board’s overspending
suggested insufficient financial accountability in previous years, irrespective of the controls in place.
Last year we reported improvements in financial stewardship and operational ownership of budgets.
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59

60

61

62

These arrangements have continued, although accountability letters were not issued to budget holders
in 2019 given ongoing discussions on the financial impacts of the Bridgend boundary transfer®. Unit
directors we spoke to were clear about their financial responsibilities. There is standardised budget
reporting, savings tracking, an established finance business partner approach, and regular financial
recovery meetings. Each unit, and corporate function, has a control deficit total to reach for recovering
the Health Board'’s in-year financial position. The DST interventions aim to provide further grip and
control on in-year plan delivery.

The Health Board has adopted the All-Wales ‘No Pay Order No Pay’ policy® which is helping to control
non-pay expenditure but has recognised that procurement arrangements need strengthening,
particularly for single tender actions and quotations (STAs and SQAS). Levels have increased and the
Head of Procurement is currently reviewing the reasons and ensuring effective challenge prior to sign-
off and that robust planning minimises unnecessary STAs and SQAs.

Last year, the Health Board signalled intentions to develop zero-based budgeting, cost modelling and
benchmarking. However, Bridgend boundary change work and loss of experienced staff has stretched
the Health Board and little progress has been made. A CIPFA review of the finance function and
financial management is currently being finalised.

If the Health Board is to move to a break-even position, understanding of cost drivers and responses
to them needs strengthening. Some cost drivers are due to inefficiencies in service provision, which
are known to the Health Board. Welsh Government has commissioned KPMG to review the Health
Board’s finances, including cost drivers and efficiency opportunities. The DST is working alongside
KPMG to develop a pipeline of opportunities for sustainable future savings and efficiency
improvements.

Improving performance

Despite oversight and scrutiny, performance is not where it needs to be with unscheduled care
presenting difficult challenges, but the Health Board’s new operating model and planned
performance management framework are positive steps in improving performance management.

63

64

65

Performance against targets — Performance is below target and worsening in some areas with
unscheduled care remaining a significant challenge.

The Health Board achieved its 2018-19 target of no more than 2,664 patients waiting over 36 weeks
for treatment. In addition, patients waiting over 52 weeks reduced by 662 during 2018-19. However,
this improvement has not been maintained. Performance is falling short of annual plan trajectories with
the numbers of patients waiting increasing.

Across the unscheduled care pathway, performance against several measures indicate that the Health
Board is struggling to meet demand and get patients through the system efficiently:

8 Includes: Welsh Government arbitration on the Bridgend deficit and PWC due diligence review of
economies/dis-economies.

9 The policy is designed to support the purchase to pay process by refusing payments to suppliers when
there is no purchase order.

Page 17 of 30 - Structured Assessment 2019 — Swansea Bay University Health Board



66

67

68

69

70

71

o the number of ambulance handovers over one hour is high and increasing.
o the percentage of patients seen at emergency departments within targets is declining.
o delayed transfers of care remain high and are not reducing.

In respect of stroke care, timely access to specialist staff has improved but performance has slipped in
other measures, including CT scan and thrombolysis times. Pathway performance for urgent
suspected cancers is above the Wales average while non-urgent performance is below and neither
meet delivery profiles. The Health Board continues to focus on reducing healthcare acquired
infections. A reduction in the infection E-coli has been achieved but the number of clostridium difficile
cases have not reduced. There are also opportunities to improve service efficiencies including missed
out-patient appointments and theatre utilisation.

Performance management and scrutiny — Established arrangements support performance
oversight and scrutiny but in the context of a new operating model, the Health Board intends
implementing a revised performance management framework for 2020-21.

Operational performance is reviewed by the executive team quarterly, covering performance, finance
and quality. A range of weekly meetings also take place, where executive leads track performance
against plans, agree actions, and provide support where necessary. Performance is also reviewed at
service improvement boards and financial management group. It is understandable that the Health
Board needs to maintain traction and oversight during a period of turnaround. However, as reported
last year, the number and frequency of meetings consume much management capacity and is not
sustainable long-term. The Health Board intends rationalising meetings and how management time is
used in developing the operating model.

Last year we reported that the Health Board had not updated its performance management framework
since 2015. Framework redesign is now progressing as part of the organisation’s operating model,
reflecting new management structures. The Health Board recognises that revised arrangements need
to make accountabilities clearer, help incentivise performance and reflect earned autonomy for
delivery units relative to their performance. Proposals for developing a new Performance Management
Framework for implementation in 2020-21, were recently presented to Performance and Finance
(P&F) Committee.

The Committee provides good scrutiny, using the integrated performance report and deep-dives in
specific performance areas to inform its work. The integrated performance report helps compare
performance to other health boards and national targets and shows performance over time. Financial
reporting is of good quality. The Board also receives regular reports alongside written updates from
Committee.

The Bridgend boundary change has resulted in many service level agreements for services that could
not transfer in April 2019. A joint executive team is providing oversight and prioritising service
disaggregation plans. Corporate and unit teams manage contract delivery day-to-day. This has
created additional and significant management demand. It is too early to assess these arrangements,
but we note little reporting on contract delivery to Board and Committee.

Efficiency and productivity

The Health Board is developing a focus on value and efficiency to achieve sustainable financial and
performance improvements
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72  The Health Board’s service improvement programmes are aligned to targeted intervention areas.
Programme boards oversee the development of plans to deliver annual plan trajectories and recovery
actions, taking a whole-system view. The DST is also supporting units to get traction on in-year
financial and performance delivery with a whole-system focus, particularly on unscheduled care.

73  The Health Board has established a high value opportunities (HVO) programme to drive service
modernisation and efficiency improvement. They are organised under five areas: workforce;
population health; medicines; procurement; and service re-design (surgical services; theatres;
outpatients; and hospital to home). Several HVO schemes identify financial efficiencies but are not
achieving the anticipated in-year savings. We reported a similar position last year for previous
recovery and sustainability programmes. The Health Board needs to understand whether under-
delivery reflects insufficient lead-in time, pace or overly optimistic assumptions.

74 A Value-Based Healthcare (VBHC) approach is an underpinning principle to the Health Board’s
strategic plans. A value and efficiency programme was established for 2019-20 to drive the Health
Board’s use of the NHS Wales Efficiency Framework. It also provides leadership around the
development of the Board’s VBHC work programme which has been extended through additional
Welsh Government monies. The VBHC team are engaged in priority areas highlighted in the national
Efficiency Framework and CSP efficiency assumptions, particularly around reducing variation. The
Health Board is welcoming of the KPMG review in helping identify wider opportunities for service
efficiencies and to develop a pipeline of more sustainable, transformative plans.

Previous recommendations

75  Exhibit 5 describes the progress made addressing our previous recommendations relating to
performance and efficiency.

Exhibit 5: progress on our previous performance and efficiency recommendations

Previous recommendations Description of progress ‘

Closed - superseded by 2019 R4.

Work has progressed but the Health Board
will need to act on the results of KPMG’s
financial review.

R1 2017: Develop a more sustainable
approach to designing / managing savings
(partly met in 2018)

R15 2017: The Health Board needs to clarify:

b. where business intelligence sits and how
it relates to informatics.

Complete - Digital as a key enabler and
developing better networked intelligence
forms part of the transformation programme.

R11 2017: The Health Board needs to ensure
that it facilitates greater ownership of
performance improvement actions by the
delivery units.

Complete - The principle is being met by
SLT arrangements, new operating model and
the accountability focus in developing new
structures and a performance management
framework. New arrangements will however
need to embed.

R1 2018: The Health Board should put an
action plan in place to ensure that the NFI data
matches it receives in 2019 are prioritised for

Complete. A continued focus on early
reviews should be maintained
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Previous recommendations Description of progress

review and where necessary investigated in a
timely manner.

R4 2018: The Health Board should broaden its | Closed - superseded by 2019 R5. A range
use and reporting of benchmark data to reduce | of benchmarking is used for strategic
unwanted variation and inform service and planning, transformation, service

efficiency improvements. improvement and efficiency work. A Clinical

Variation Tool has also been developed.
Extending the range and use of
benchmarked metrics will need to continue
particularly in respect of cost modelling.

Governance

76

77

We examined the Health Board’s governance arrangements and the way the Board and its sub-
committees conduct their business. We also reviewed progress in addressing our recommendations.

We found that the Board is displaying visible leadership and strengthening overall governance
but is aware that there is more to do to strengthen some aspects of quality governance.

Conducting business effectively

There is effective challenge and scrutiny with attention to continually improving Board and
committee effectiveness, Board visibility and focus on quality, and patient and staff experience.

78

79

80

After extensive turnover in 2017, the new Board has benefitted from a 12-month Kings Fund board
development programme. This has been during a period of high operational pressure, boundary
change and new interim chairmanship since June 2019. Experienced independent members (IMs)
stepped-up to the Interim Chair and Vice-Chair roles providing continuity but resulted in a temporary
IM gap until substantive appointments in 2020. Our observation is of an ambitious and open Board,
with good awareness of issues and what is needed to take the organisation forward.

The Board’s self-assessment of its effectiveness and maturity, demonstrates engagement and an
improvement focus. Members agreed the Board has the necessary leadership capacity and capability,
but some IMs would welcome more support and guidance to carry out their role. The Interim Chair is
progressing changes to how the Board operates and continues to develop itself and its members.
Plans include:

° reshaping Board agendas for greater focus on strategy, partnerships, and out-of-hospital care;

° refining use of board development sessions for: strategic considerations and board member
development; and

° broadening the Chairs’ Group to include all IMs and direct discussions with the Chief Executive.

We observed open and constructive discussion, with good IM challenge and scrutiny at meetings. The
Board and committees have terms of reference, work plans and action logs. Matters are appropriately
referred between committees, and deep dives conducted into areas of concern. Committees challenge
information and request additional assurance when the content or format of papers is not sufficiently
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82

clear on risk, assurance, quality, or patient experience. Quality impact assessment is used to review
all service change and cost improvement schemes with the Quality and Safety (Q&S) Committee
receiving assurance reports. Our observations on key committees are:

° Audit: mature, good at holding to account, focussed on risks and assurances; self-evaluation
completed in October; championing risk management and new BAF; and monitors the Board’s
Governance Work Programme.

. Q&S: operation matured, agenda structure revised and Chair proactive in seeking good practice
and learning from others; recent quality improvement event to determine priorities and
information requirements; self-evaluation deferred due to membership changes; and frequency
of meetings is under review with consideration of whether the timing of business and assurance
flows supports a move to monthly meetings.

. WFOD: more focussed with growing maturity; WFOD good questioning, generation of ideas and
debate; good oversight of the workforce risk management plan; agenda across the year reflects
strategic consideration although September agenda necessitated a more operational focus; and
a WFOD forum overseeing operational workforce management is starting to inform the
Committee’s work and assurances.

. P&F: mature operation; focus on targeted intervention areas with wider scope for scrutinising
strategic plan delivery and whole-system issues; and more to do to develop oversight for
primary, community, commissioned and partner provided services.

The Board’s integrated performance report has evolved to include public health, mental health and
primary care. Information is timely with a balance of narrative and graphics but ensuring the
information is digestible is an ongoing challenge. The Health Board recognises that as it develops its
operating model, it could better use coded data as business intelligence and clarify the relationship
between business intelligence and ICT. Overall however, information is sufficient to inform decision
making.

Board member visits and walkarounds are helping members triangulate information and better
understand services and staff/patient experience. The programme is not overly formalised or intended
to create a formal stream of assurance but enables concerns to be highlighted and issues unblocked
where necessary. It is also helping the Board increase its visibility and ‘listen’ to staff.

Managing risks to achieving strategic priorities

There is a maturing approach to shaping risk management, but Board Assurance Framework
implementation has taken longer than anticipated.

83

84

We commented positively last year on the overhaul of risk registers and the design principles for a
new Health Board Risk Register (HBRR) and BAF. We found design provided coherent alignment of
strategic objectives, principle risks, controls and assurances with assigned committee oversight.
Extant systems have operated during development. While BAF implementation has taken longer than
intended, it is nearing readiness and the HBRR is already operational.

The Health Board has continued to refine arrangements in 2019 reflecting a growing maturity in risk
management. High-rated organisational risks have been reviewed to ensure they properly reflect
Health Board objectives. The Risk Management Group (RMG) plays a critical role in overseeing risk
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86

management processes and triangulating information across operational risk registers. It has reviewed
unit risk registers and IMTP plans to better align risk and planning.

A new risk management policy sets out principles and requirements, including determination of risk
appetite/tolerance. The Board plans to consider risk appetite further in 2020. Their considerations
include incorporating a risk appetite to each risk on the HBRR. The Health Board proposes moving
corporate risk management to the Director of Corporate Governance to better link risk to the BAF with
a Head of Compliance to support legislative framework development.

BAF development reflects 2018 design principles and has been phased so it is underpinned by risk
management. Next steps to finalise the BAF include triangulation with updated strategic and
operational risks and alignment with quarterly annual plan reporting. A Standard Operating Procedure
and user guide have been developed to support implementation in early 2020. The learning from the
Primary and Community pilot is an opportunity to help other units interpret and apply the framework.
Internal Audit is reviewing BAF finalisation and implementation starting December 2019.

Embedding a sound system of assurance

Important aspects of governance remain robust with plans in place to address remaining
weaknesses in quality governance and ensure clinical audit fully contributes to the system of
assurance

87

88

89

90

The Board regularly reviews its Standing Orders (SOs), Standing Financial Instructions, and Scheme
of Delegations. New Welsh Government model SOs were adopted in 2019 and delegations will need
to be revised post structural changes. Declarations of interests and hospitality are monitored by the
Audit Committee with reasonable overall arrangements for ensuring probity and propriety. The Health
Board benefits from a strong and proactive Internal Audit function.

In January 2019, the Health Board received 7,363 National Fraud initiative (NFI)1° data-matches with

674 high-risk recommended matches mostly relating to payroll, creditor payments or procurement. By
December, the Health Board had conducted initial review of most recommended payroll matches and
made good progress reviewing creditor and procurement matches. Whilst we are satisfied with review
work to date, and that it is timelier this year, there is still opportunity to start reviews earlier in future.

The Auditor General is examining the effectiveness of counter fraud arrangements across the Welsh
public sector. His work will be informed by local fieldwork commencing December 2019. The Health
Board’s counter fraud team, which also covers 2 other organisations, reports regularly to Audit
Committee.

The Health Board has well-established arrangements for tracking progress against internal and
external audit recommendations. The Audit Committee routinely receives reports identifying the
number of recommendations complete, on-track or overdue. These are broken down by executive
portfolio and how many days outstanding recommendations are overdue. The Committee uses this
information to hold officers to account. Our assessment of progress against previous structured
assessment recommendations is broadly consistent with management’s reported status. Reports from

10 NFI is a biennial data-matching exercise to detect fraud and overpayments and help organisations
strengthen anti-fraud and corruption arrangements.
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other reviews and inspections are reported to committees but the need to track these
recommendations is recognised with plans to address this gap.

91 A Quality Governance Framework has been developed with work still progressing to clarify sub-groups

and reporting lines, priorities for operational units and application of the framework through local
quality governance. Following final framework approval, progress will be monitored by the Q&S
assurance group (formerly ‘Forum’).

92  The Q&S assurance group remit is to ensure Q&S mechanisms operate effectively and consistently,
and to escalate issues to Executive Team and Committee. The operation of the group has improved
but remains a work in progress, with new terms of reference in development. As such, the group is not

yet fully effective, although a new Head of Quality should facilitate faster progress.

93  The BAF identifies Clinical Audit as part of the assurance system. However, while national audit
participation is reasonable, participation in local audits has declined and it is unclear where results

receive attention. The Health Board is developing four tiers of audit activity to better reflect priorities,
reinstating half-day Clinical Governance meetings from January 2020, developing a new audit policy

and determining reporting arrangements for clinical audit and outcomes.

94 A more detailed examination of the elements underpinning the Health Board’s quality governance
arrangements will be undertaken in early 2020.

Previous recommendations

95  Exhibit 6 describes the progress made in addressing out previous recommendations relating to

governance.

Exhibit 6: progress on previous governance recommendations

Previous recommendations Description of Progress

R2 2018: Whilst the Quality and Safety
Committee has access to relevant quality

Complete. The refinement of metrics agreed
by the Committee now need to be

is an effective forum for driving the information
governance agenda, but its focus is too
operational to fully support the Health Board’s
wider digital ambition. The Health Board
should ensure that there is sufficient strategic
oversight of its digital ambition.

metrics and performance information, the implemented.
Committee should review its information

requirements and the way in which they are

reported to avoid duplication or gaps.

R3 2018: The Information Governance Board Complete.

Digital strategy forms part of the
transformation programme.

The Information Governance Group (formerly
board) focusses on information governance
and has reviewed its terms of reference.

R5 2017: With full board membership in place
for 2018, the Health Board is revising its
committee structure and memberships. In
doing this the [Health] Board should:

a. ensure clarity and organisational
understanding of the new structure and

Complete. The BAF should however be
implemented without delay in 2020.
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Previous recommendations Description of Progress

specifically, about what is a management
group, partnership forum or scrutiny
function as the current mapping groups
them collectively;

b. reassess any gaps or duplication in the
operation of the new arrangements once
introduced; and

c. develop the BAF

R6 2017: The Executive-led Q&S Forum (now | In-progress. Pace has been slow, but
the Q&S assurance group), which was formed | actions are progressing

in January 2017 has focussed its attention on
strengthening quality assurance arrangements.
As part of this important work, the Health
Board needs to ensure that:

a. all management groups, which are
required to report into the Forum, do so on
a regular basis to avoid gaps in assurance;

b. assurance reports from the Forum to the
Q&S Committee meet the Committee’s
requirements in terms of discharging its
scrutiny role;

c. it keeps the quality and safety sub-
structures under review to determine
whether further simplification of current
structures would be desirable; and

d. there is clarity on the relationship between
the Q&S Forum and other groups,
particularly the Assurance and Learning
Group and the Clinical Outcomes Steering
Group.

Managing the workforce

96  We considered how the Health Board is managing its workforce, listening to staff and addressing
training, development and wellbeing needs. We also reviewed progress in addressing our previous
recommendations.

97  We found that the Health Board has developed a more strategic approach to workforce
management and, while acting to address workforce risks, recognises further opportunities
and challenges.

Strategic workforce management

The Health Board has developed a Workforce and Organisational Development framework and is
addressing workforce risks, but capacity is limited and there is reliance on short-term funding.
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A WFOD framework, approved in January 2019, recognises ‘excellent staff’ as a key enabler for
delivering the organisational strategy and clinical services plan. The framework, to be underpinned by
a suite of supporting plans, reflects the strategic importance of a well-managed workforce.

The WFOD Committee receive updates on framework implementation and actions to address
workforce risks. Progress is evident with work continuing in areas, such as organisational culture,
leadership development, staff well-being and employee relations. However, the reduction in WFOD
capacity since 2009 through cost reduction programmes is seen as having had a detrimental impact
on a range of workforce issues and performance. Some initiatives are reliant on short-term resourcing
with funding ending in April 2020.

The Health Board recognises that an effective WFOD function is critical for organisational success and
is currently considering a business case for investment. Some progress in developing the WFOD
function is being made whilst proposals are considered. This includes developing the business partner
model and realigning senior portfolios and responsibilities to provide a consistent approach and better
meet service needs.

Workforce productivity and efficiency

Steps to improve workforce efficiency and productivity are being taken with a proactive approach to
attracting staff but recruitment and retention challenges reflect national workforce issues, sickness
levels remain high and agency expenditure is increasing

101

102
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104

Positive steps to reduce sickness absence are being taken but have not yet resulted in improvement.
Sickness levels at 6% shows no improvement from last year and costs the Health Board
approximately £24 million a year. There is good understanding of the main reasons for sickness with
mental health/stress and musculoskeletal problems being the highest causes. Significant work has
been initiated to strengthen absence management and improve health and wellbeing, including:

. hot spot analysis, deep dive reviews, attendance audit;
o Training on the Managing Absence All-Wales Policy;
. Occupational Health improvement plan with targets for reducing waiting times; and

. Rapid Access - Staff Wellbeing Advice and Support Service with over 300 trained wellbeing
champions and monthly menopause wellbeing workshops.

The combination of improved management, earlier intervention, and well-being work indicates a
holistic view being taken, but these measures have not yet resulted in sustainable reductions.

Health Board data show 869 WTE vacancies in July 2019, mostly for nursing (414) or medical (194)
posts and reflecting national recruitment challenges. Several approaches are used to attract and
recruit staff, including recruitment events, international recruitment, Apprenticeship Academy, ‘growing
our own’ with part-time nursing degrees and advanced practitioner roles. While the overall time to
recruit compares to the all-Wales average, work to streamline recruitment processes is progressing,
for example, avoiding management delays in advertising and short-listing.

Staff turnover of 8% is largely unchanged from July 2018 and remains above the all-Wales average
(7.1%). The rate is higher for nursing (9%) and medical/dental (11%) staff. Turnover reflects staff
leaving the NHS and the Health Board needs to understand if this is a demographic or retention issue.
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The Health Board is still looking to roll-out exit interviews following the 2018 nursing pilot and hopes to
use electronic staff record (ESR) exit interview functionality to provide a future digital solution.

A range of work is in progress to control variable costs, but agency expenditure is increasing. At £26.3
million in 2018-19, agency spend was 3.9% of the total pay bill (Wales 3.8%); at July 2019, it was
4.18%. In part expenditure reflects vacancy and sickness cover, but also maintenance of staffing
levels to comply with the Nurse Staffing Levels (Wales) Act 2016 (the Act).

A 2019 Internal Audit gave reasonable assurance on the processes for complying with the Act. The bi-
annual assessment of patient acuity and staffing requirements was reported to the October WFOD
Committee. Of the 29 medical/surgical wards covered by the Act, 21 meet required staffing or have
revised budgets to do so with establishment needs for the other eight being considered.

Alongside nursing and medical workforce redesign programmes, the Health Board is pursuing high
value opportunities to support workforce modernisation and efficiency, including:

° locum on duty system implementation for stronger governance on medical locum decisions and
spend and review of agency cap compliance;

° ALLOCATE e-rostering package and standardisation of nursing shifts; and

° bringing staff Bank under WFOD management and promoting bank working and use (for

example, using substantive pay rates and covering clerical vacancies).

Progress on consultant job planning has been historically slow, although roll out of e-job planning is
now progressing. We are completing a Consultant Contract follow-up review and will report more fully
as part of that work.

Training and development

Mandatory training rates have significantly improved, and two-thirds of staff have had an appraisal,
but target levels are not yet achieved, and some leadership developments rely on short-term funding

109

110

The Health Board has focussed on improving mandatory/statutory training rates. In August 2019,
compliance reached 79.4% compared to 60% in 2018 and the all-Wales average of 80%.
Medical/dental staff compliance is the lowest at 44.65%, although this is a 18.56% increase on the
year before. Work continues towards achieving the 85% target. Support measures include e-learning
guides, drop-in sessions and additional training for staff groups. The WFOD Committee scrutinise
compliance and conduct deep dive reviews in areas with low rates. For example, a review of
estates/facilities identified a range of challenges and options for improvement. Estates/facilities also
have a low appraisal rate and one of the highest sickness rates.

The Health Board is reviewing the mandatory training framework with relevant subject experts to
ensure content is fit for purpose. The Mandatory Training Governance Committee provides oversight
and will consider any changes to framework content prior to Committee approval. A cyber security
training module is now on ESR, but the Health Board has not mandated it. During our fieldwork,
Internal Audit were reviewing e-learning access and related ESR issues. ESR rollout reached 50% in
July 2019 compared to 36% last year but remains the lowest in Wales. The Health Board intends
transferring ESR management from Finance to WFOD, pending investment and resourcing decisions.
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111 Individual performance appraisal and development reviews (PADR) are an organisational priority. At
July 2019, 64% of staff had received an appraisal in the last 12-months, compared to 60.4% in 2018.
Some areas of the workforce had exceeded the 85% target. Several actions are ongoing:

° updated appraisal training, which also emphasises mandatory training completion;
° a research project to inform future appraisal processes and uptake; and.
° work in areas with low appraisal rates, including estates/facilities (compliance 43%).

112 Leadership development is a key strand of the WFOD Framework, and several initiatives and
programmes have been introduced, including:

° leadership summits;

° investment in clinical leadership including re-launched consultant development programme;

° leadership programmes focussing on behaviours and cultural change - ‘Bridges’ (Band 8a and
over) and ‘Footprints’ (Bands 4-7);

° New Mangers Pathway - step-up from Bridges/Footprints;

o Aspiring People Managers Programme; and

° refreshed coaching strategy, increased in-house capacity and working with Better Jobs, Better

Futures for 1:1 career coaching.

113 However, there is a reliance on invest to save money to deliver some programmes (e.g. Aspiring
People Managers and consultant development), which runs out in 2020.

Staff engagement and wellbeing

A clear focus on developing organisational values, staff engagement and well-being is evident

114 The Health Board’s #LivingOurValues campaign is a direct response to the staff survey and staff
engagement at the end of 2018. It includes three improvement areas: healthy workplaces and
wellbeing; great leaders, great managers; and innovation, learning and development. Some of the
wellbeing developments and leadership programmes already discussed arise from this space. The
work continues with individuals and teams making pledges for how they will live the organisation’s
values.

115 Board visibility is increasing with walk-arounds, leadership summits, executive roadshows and half-
days in service areas. In May 2019, a freedom to speak (Guardian) service was launched, providing
staff an independent route for raising any concerns, including staff welfare. The service has 24-hour
access to on-call executives. There are also monthly meetings with the Director of Workforce and
quarterly with the Chair, helping develop a thematic understanding of staff concerns and issues. The
Clinical Senate is an important engagement group for clinicians with a leadership role, including
nursing and allied health professionals.

116 Improving employee relations has had continued focus, supported by work with ACAS. An employee
relations tracker is operational, and three employee relation investigators are helping address cases in
a timelier way. The Merseyside ‘Just and Fair’ approach is being piloted to create an environment
where staff feel supported and empowered to learn when things do not go as expected, rather than
feeling blamed. The approach may also help address and reduce the number of staff grievances.
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Previous recommendations

117 Exhibit 7 describes the progress made in addressing our previous recommendations on workforce
management.

Exhibit 7: progress on previous workforce management recommendations

Previous recommendations

R18 2017: Mandatory training rates are low
and not meeting the Health Board'’s target of
85%. The Health Board should therefore:

Description of progress

a. Closed - in view of progress made

although efforts to reach the 85%
target need to continue.

a. take steps to increase mandatory
training rates to meet the Health Board b. Closed — in view of progress to be
target of 85%; superseded by any recommendations
b. address access issues with the ESR to from current Internal Audit review.

allow accurate recording of compliance.
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