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Bundle Audit Committee 30 May 2019

09:30 - OPENING BUSINESS - OPEN SESSION

09:30 - AC19/24 Apologies for Absence

09:31 - AC19/25 Declarations of Interest

09:32 - AC19/26 Minutes of Previous Meeting and Summary Action Log

1) To confirm the Minutes of the last meeting of the Committee held on 14 March 2019 as a correct record
and discuss any matters arising;

2) To note the deferment to future years of the 'Approval of Plans by the Board ' review from the Annual
Audit Plan, agreed via Chair's action;

3) To note that the revised Model Standing Orders are expected to be issued by Welsh Government in July;
and

4) To review the Summary Action Log

AC19.26a Minutes Open session - Audit Committee March 2019.doc
AC19.26b Summary Action Log Audit Committee live version.doc

09:37 - AC19/27 Issues Discussed in Previous In Committee Session
AC19.27 In committee items reported in public.docx

Internal Audit Reports - Dave Harries, Head of Internal Audit

09:39 - AC19/28 Head of Internal Audit Opinion and Annual Report 2018/19
AC19.28 Internal Audit v10 HeadoflA annual report and opinion 2019new.docx
AC19.28a Final Head of Audit Opinion.docx

09:49 - AC19/29 Internal Audit Progress Report

The following Internal Audit Limited Assurance Reports are presented for members consideration as part of
the Progress Update. The Officers identified will be in attendance to respond to questions.

AC19.29a IA Progress report coversheet v10 May 2019 Audit Committee.docx
AC19.29b IA Progress Report May 2019v2.docx

10:09 - AC19/30 Internal Audit Report - Revenue Business Case - John Darlington, Assistant Director,
Corporate Planning and Rob Nolan, Finance Director, Commissioning and Strategy

AC19.30 Internal Audit Report Revenue Business Cases.pdf

10:24 - AC19/31 Internal Audit Report - Business Continuity - John Darlington, Assistant Director,
Corporate Planning

AC19.31 Internal Audit Report Business Continuity.pdf

10:39 - AC19/32 Internal Audit Report - Case Management and Disciplinary Process - Sue Green,
Executive Director of Workforce and OD

AC19.32 Final Internal Audit Report - Case Managementvl.pdf

10:54 - AC19/33 Internal Audit Report - Mental Health and Learning Disabilities Governance Arrangements
- Andy Roach, Director of Mental Health and Learning Disabilities

AC19.33 Internal Audit Report on MHLD Governance Arrangements.pdf

11:09 - AC19/34 Internal Audit Report - Corporate Legislative Compliance with the Nurse Staffing Levels
(Wales) Act 2016 - Trevor Hubbard, Deputy Director of Nursing

AC19.34 Final Internal Audit Report for Corporate Legislative Compliance with the Nurse Staffing Levels
(Wales) Act Z016.pdf

11:24 - AC19/35 Interim Accountability Framework - Jill Newman, Director of Performance
AC19.35 Audit Committee Coversheet Accountability Framework May 2019.docx

AC19.35a Interim Accountability framework v6 as presented to F&P.docx

11:34 - AC19/36 Clinical Audit - Melanie Maxwell
AC19.36a Clinical Audit coversheet V0.2.docx

AC19.36b Clinical Audit paper v6 10.5.19 at 1750.doc
AC19.36¢ Clinical Audit Appendix 1 Summary Action Log JAQS Committee v3.doc
AC19.36d Clinical Audit Appendix 2 logic diagram v2.docx

11:54 - AC19/37 Committee Annual Reports - Grace Lewis-Parry, Board Secretary
AC19.37 Committee Annual Reports - coversheet.docx




6.2

6.3

o

AC19.37a - Appendix 1 QSE Committee Annual Report.pdf

AC19.37b Appendix 2 F&P Committee Annual Report.pdf

AC19.37c Appendix 3 SPPH Committee Annual Report.pdf

AC19.37d Appendix 4 R&TS Committee Annual Report 2018 19 v2.0 Approved.docx
AC19.37e Appendix 5 MHAC Annual Report v2.0.docx

AC19.37f Appendix 6 LPF Annual Report.pdf

AC19.37g Appendix 7 Annual HPF Report 18 19 v 2.0.docx

AC19.37h Appendix 8 SRG Annual Report 2018-2019 v1.0.docx

AC19.37i Appendix 9 Audit Committee Annual Report.pdf

AC19.37j Appendix 10 IGI Committee Annual Report.pdf

11:59 - Wales Audit Office Reports - Mike Usher, Amanda Hughes, Andrew Doughton
11:59 - AC19/38 WAO Update Report
AC19.38a WAO May 2019 AC coversheet - WAO.docx

AC19.38b WAO Audit_Committee_Update_May 2019.pdf

12:14 - AC19/39 WAO Report - Clinical Coding Follow up
AC19.39 Updated 1181A2019-20_BCUHB_Clinical_Coding_Follow_up_Eng.pdf

12:29 - AC19/40 WAO - What's the hold up - paper circulated for information
AC19.40 WAO Whats-the-hold-up-english.pdf

12:31 - AC19/41 Issues of Significance for reporting to Board
12:36 - AC19/42 Date of Next Meeting - 12th September 2019, Carlton Court, St Asaph
12:37 - AC19/43 Exclusion of Press and Public

Resolution to Exclude the Press and Public - "That representatives of the press and other members of the
public be excluded from the remainder of this meeting having regard to the confidential nature of the
business to be transacted, publicity on which would be prejudicial to the public interest in accordance with
Section 1(2) Public Bodies (Admission to Meetings) Act 1960."




Present:

Medwyn Hughes
John Cunliffe
Jacqueline Hughes
Lucy Reid

In Attendance:
Deborah Carter

Simon Cookson
Clare Darlington
Andrew Doughton
Russ Favager
Steve Grayston
Sue Green

Dave Harries

Sue Hill

Amanda Hughes
Grace Lewis-Parry
Dawn Sharp
Adrian Thomas

Mike Usher
Steve Vaughan

MR Betsi Cadwaladr
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Independent Member - Chair
Independent Member
Independent Member
Independent Member

Associate Director of Quality Assurance (for Minute AC19/8.4 &
8.5)

Director of Audit and Assurance, NWSSP

Assistant Area Director, Primary Care (for Minute AC19/8.2)
Performance Audit Lead, Wales Audit Office

Executive Director of Finance

Assistant Area Director of Therapies (for Minute AC19/8.6)
Executive Director of Workforce and OD (for Minute AC18/8.1)
Head of Internal Audit, NWSSP

Finance Director, Operational Finance

Financial Audit Manager, Wales Audit Office

Board Secretary

Assistant Director, Deputy Board Secretary

Executive Director of Therapies and Health Sciences (for Minute
AC19/9)

Engagement Director, Wales Audit Office

Interim Director of Secondary Care (for Minute AC19/8.3)

Agenda Item

Action

AC19/1 Opening Business and Apologies for Absence

The Chair welcomed everyone to the meeting. There were no apologies.

AC19/2 Declarations of Interest

No declarations of interest were made at the meeting.

AC19/3 Minutes, matters arising and review of summary action log

RESOLVED: That

1) the Minutes of the last meeting of the Committee held on 11.12.18 be confirmed as a
correct record subject to Minute AC18/85 recording Independent Member John
Cunliffe’s query in relation to the Charitable Funds Accounts;




2) updates to the summary action log be recorded therein;

3) Chair’s action approval to defer the Rostering and Well-being of Future Generations
reviews from this year's Internal Audit Plan be noted;

4) the deferral of the annual review of Standing Orders pending an all Wales review of
the Model being undertaken by Welsh Government be noted;

5) the Board be recommended to approve the revised Scheme of Reservation and
Delegation to enable progression of the operational schemes of delegation that sit
beneath it (subject to the minor adjustments relating to paternity special leave and
referencing the All Wales Policy).

5) the arrangements for the presentation of the suite of Committee Annual reports to the
Workshop on 14" May and subsequent Committee meeting on 30" May at which the
Health Board’s Annual Report and Accounts would be formally presented be noted;

7) it be noted that a report on the Accountability Framework be presented to the May
meeting.

JN

AC19/4 Issues discussed in previous In Committee session

The Committee formally received the report in public session of those issues discussed
in the private session at the meeting held on 11.12.18 which related to:-

e Financial Conformance Report
e Counter Fraud Progress Report

e Update on Internal and External Audit Recommendations

RESOLVED: That the report be received.

AC19/5 Welsh Ambulance Service Internal Audit Report - Handover of Care -
Health Board's Management Response update

AC19/5.1 This report provided an update on the progress made against the action plan
developed in response to the Welsh Ambulance Services Trust (WAST) internal audit on
Ambulance Handovers at Emergency Departments 2017/18. The plan reflected the
March 2019 position.

AC19/5.2 Members welcomed the progress update and referred this to the Quality,
Safety and Experience Committee for future monitoring purposes given the quality and
safety issues. Whilst welcoming the reduction in Ambulance waits, Members expressed
concerns regarding the associated risk transfer in terms of corridor nursing and
emphasised that this should not become the norm. They also expressed
disappointment at the removal of the HALO role give the value added by the role.

It was noted that the Health Board had received notification from WAST that a follow up
audit was to be carried out within the next three months.

RESOLVED: That

(1) the information on improvements made to date, and the work ongoing to move the
UHB to a place where handover delays of >60minutes is considered a ‘Never Event’ be
received;

(2) the ‘best practice’ status that the UHB has achieved in regards to practice in




ambulance handover be recognised;

(3) the impact on ED risk and the practice of corridor nursing at YGC and YWM be
noted;

(4) the progress made against the Audit Action Plan and the impact for patients across
North Wales be noted;

(5) the positive feedback from WAST Executive and Independent member be noted; and
(6) the Quality, Safety and Experience Committee monitor progress going forward given
the quality and safety issues in respect of hospital corridor nursing during peak times.

LR/KD

AC19/6 Special Measures Review of Expectations allocated to the Committee

AC19/6.1 Following approval from the Special Measures Improvement Task and Finish
(SMIF T&G) Group and Health Board Chairman, it had been agreed that special
measures expectations were to be allocated to the relevant committee for review, to
provide updates where necessary, and to provide an assurance report on progress to
the SMIF T&F Group. The latest versions of the expectations allocated to the Audit
Committee were presented for review.

AC19/6.2 The Committee reviewed the log and expressed concern that the narrative
supporting the action log lacked sufficient detail and clarity with regard to outcomes and
requested that the Board Secretary convey this to the SMIF T&F Group. Members were
reminded that it was not the role of the Committee to sanction closure of any actions as
this was the role of the SMIF.

RESOLVED:

That the Special Measures Improvement Framework Task and Finish Group be
informed of feedback as outlined above.

DS

AC19/7 Internal Audit Plan 2019/20 and Internal Audit Charter

AC19/7.1 The draft audit plan had been developed in accordance with mandated Public
Sector Internal Audit Standards — Standard 2010 - Planning to enable the Head of
Internal Audit to provide internal audit services in a way which would facilitate:

* The provision to the Accountable Officer, of an overall annual opinion on the
organisation’s risk management, control and governance, which may in turn support
the preparation of the Annual Governance Statement; and

* Audit of the organisation’s risk management, control and governance through
operational audit plans, in a way which affords suitable priority to the organisation’s
objectives and risks.

AC19/7.2 The Charter was produced and updated regularly to comply with the Public
Sector Internal Audit Standards and was complementary to the relevant provisions
included in the Health Board’s own Standing Orders and Standing Financial Instructions.
RESOLVED:

That the draft plan for 2019/20 together with the Internal Audit Charter be approved.




AC19/8 Internal Audit Progress Report

The Head of Internal Audit presented the progress report which summarised ten
assurance reviews finalised since the last Committee meeting in December 2018, with
the recorded assurance as follows:

e Reasonable assurance (yellow) — three;

e Limited assurance (amber) — six; and

e Assurance not applicable (blue) — one.

The report also detailed:

e Reviews issued at draft reporting stage as well as work in progress;

e Follow-up status of twenty-one recommendations reviewed in the period; and

In presenting the report the Head of Internal Audit referred to the deferment from the
plan the reviews relating to Wellbeing of Future Generations (Wales) Act 2015 and
Roster management (referred to earlier as reported under Chair’s action) and
additionally sought the Committee’s approval to defer the Sustainability plan review.
The following Internal Audit Limited Assurance Reports were presented for members’
consideration as part of the Progress Update with the relevant officers in attendance to
respond to questions:-

AC19/8.1 Booking of Medical Agency Staff

The Executive Director of Workforce and OD joined the meeting to respond to questions
relating to the Review which had been completed in August 2018 with Executive
approval having been received in December 2018. Auditors had highlighted
inconsistent recording of information in MASDA and the Standing Operating Procedure
(SOP) requirements were not always being adhered to. The Executive Director outlined
the revised reporting mechanisms and ongoing monitoring arrangements that had been
established together with a temporary staffing team. A limited number of staff were now
authorised to contract locums and had been trained with regard to the revised SOP.

RESOLVED: That the update be received and the recommendations be tracked as part
of the Team Central tracking arrangements.

AC19/8.2 Primary Care GP Leases - Assigning Leases to the Health Board

The Assistant Area Director joined the meeting to respond to questions regarding the
Review which had been completed during October 2018 with Executive approval having
been received in January 2019. The Review had identified that there was no
overarching procedure through which the Health Board structured its decisions on
making and identification of all costs prior to assuming lease ownership. Auditors also
identified one lease which had not been formally approved by the Health Board at the
time of the review but this had since been considered by the Board. The Assistant Area
Director reminded Members of the overall context in terms of the issues being
experience not just in North Wales but UK wide with an increasing number of lease
transfers taking place over the last few years and outlined the specifics with regard to
the ten buildings documented within the Audit. Members noted that single handed GP
practices were only required to give three months’ notice which was a set national




standard. New Standing Operating Procedures were now in place across North Wales.

RESOLVED: That the update be received and the recommendations be tracked as part
of the Team Central tracking arrangements.

AC19/8.3 Managing the Outpatients Backlog

The Interim Director of Secondary Care joined the meeting to respond to questions on
the Review which was completed in November 2018 with Executive approval having
been received in January 2019. The review had identified a number of issues
surrounding data quality and the effective integration of systems to ensure the correct
patients are on the outpatient follow-up list with those subject to formal discharge
removed. During the course of the review Internal Audit had escalated details to
management of patients who appeared at risk and should have been follow up.
Members expressed serious concerns relating to demand and capacity and failure to
manage the clinical risks effectively, and the lack of evidence and traction in terms of
resolving any of the issues identified in the report despite the Board having been sighted
on the issues previously. Members were concerned that the matter had not been
escalated on the risk register and that the audit report stated that “there have been no
reports (for oversight/scrutiny) in respect of the Outpatients Follow up Backlog by the
Secondary Care Senior Management Team over a number of recent months”.

The Committee also felt that the management response to the recommendations did not
contain sufficient detail to provide assurance that the issues would be effectively
resolved in a timely manner going forward. Members felt that an overarching
transformational plan was needed. The Committee concluded that the matter required
escalation to both Quality, Safety and Experience Committee and Board to ensure
sufficient oversight and traction given the scale of the issues involved, and the need to
develop both a strategic and operation plan. The recommendations were now being
tracked as part of the Team Central tracking arrangements.

RESOLVED: That
(1) the matter be escalated to both Quality, Safety and Experience Committee and
Board to ensure sufficient oversight and traction given the scale of the issues involved,

and the need to develop both a strategic and operation plan; and

(2) the recommendations be tracked as part of the Team Central tracking arrangements.

MH/LR

AC19/8.4 Implementing the Falls Policy

The Associate Director, Quality Assurance joined the meeting to respond to questions
regarding the Review which had been completed in September 2018 with Executive
approval have been received in October 2018. The review had identified that the policy
had been implemented across all areas visited, with Internal Audit having identified
issues of compliance with expected completion of documentation across the areas
reviewed. Members acknowledged that this area of responsibility had only recently
transferred to the Nursing Directorate.

RESOLVED: That the update be received and progress with the recommendations

DH/DS




continue to be monitored via the Team Central tracker, realigned to the Nursing
Directorate.

AC19/8.5 Concerns, Complaints and Redress - Part 6: Redress

The Associate Director, Quality Assurance again was present to respond to questions
following the Review which had been completed in December 2018 with Executive
approval having been received in January 2019. The Corporate Concerns Team and
associated processes through to completion of redress documentation had been fully
compliant with expected controls, however the audit findings indicated that Operational
departments’ compliance in responding to claimants was not routinely adhered to and
breached Statutory timelines. Members questioned the current performance with regard
to holding letters and the Associate Director confirmed that arrangements were being
made to centralise this process going forward. With regard to the wider operational
complaints management processes, whilst there were legacy issues arrangements were
improving with local complaints meetings taking place in operational areas now on a
weekly basis to ensure traction, resulting in the total number of open complaints having
halved in the last six months. Changes in the process had also been made with the
redirection of complaints to the original source. A monthly report was submitted to the
Quality and Safety Group. The recommendations were now being tracked as part of the
Team Central tracking arrangements.

RESOLVED: That the update be received and the recommendations be tracked as part
of the Team Central tracking arrangements.

AC19/8.6 Hospital Catering and Patient Nutrition Follow up review

The Assistant Area Director of Therapies East joined the meeting to respond to
questions regarding the Review which had been completed during October 2018 with
Executive approval having been received in December 2018. The review had identified
that a great deal of work was being undertaken operationally through INCHS, however
this had not been subject to formal reporting or scrutiny through the Health Board
Committee structure. The findings also revealed that there were poor self-assessment
scores with no evidence of how the wards were tasked with improving performance. The
Assistant Area Director informed Members that touch pads to obtain patient feedback
were now in place in the East and were being rolled out in the other two Areas. The
limitations with only nurses completing the food chart at present were noted. The
recommendations would continue to be tracked as part of the Team Central tracking
arrangements.

RESOLVED: That the update be received and the recommendations be tracked as part
of the Team Central tracking arrangements.

AC19/9 Clinical Audit Report

The Executive Director of Therapies and Health Sciences presented the report which
had been prepared to address the issues raised at the Joint Audit and Quality, Safety
and Experience Committee in November 2018. Members were dissatisfied that the
report did not address the specific actions identified as part of previous Structured
Assessments but also recommendations arising from the Joint Audit and Quality, Safety
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and Experience Committee meetings in both 2017 and 2018 and the lack of traction and
movement to date. Expectations were for the report to set out how clinical audit would
address the strategic objectives of the organisation taking a risk based approach to
support quality improvement going forward. Wales Audit Office urged that a plan setting
out future arrangements, together with a clinical audit plan for the year ahead be
presented to the next meeting in order to satisfy the requirements in both the Annual
Governance Statement and the Annual Quality Statement.

RESOLVED:
That a plan setting out future arrangements, together with a clinical audit plan for the

year ahead be presented to the next meeting in order to satisfy the requirements in both
the Annual Governance Statement and the Annual Quality Statement.

AT

AC19/10 Wales Audit Office Reports

AC19/10.1 Wales Audit Office presented the regular audit update alongside reports
finalised since the last audit committee. The update provided:

e Progress relating to the financial audit and performance audit programmes.

e The Annual Audit Plan which contained detail on the programme of work to audit
the 2018/19 accounts and prospective performance audit reviews

e The Annual Audit Report which contained the summary of work reported during
2018 and since the publication of the 2017 Annual Audit Report.

e Use of locum and agency staff — which was a national facts only report
e Preparation for a no-deal Brexit

AC19/10.2 Members welcomed the intention to present the Charitable Funds Accounts
to the September meeting. It was also noted that with regard to the Health Board
accounts BCUHB was likely to be one of four in Wales with a qualified opinion.
Members acknowledged the risks and expectations associated with the current level of
deficit.

RESOLVED: That
(1)
(2) the Annual Audit Plan be received;
(3)

(4) the Use of locum and agency and Preparation for a no-deal Brexit reports be noted;

the content of the audit progress update be noted;

the Annual Audit Report be received and be presented to the March Board;

DS

AC19/11 WAO Structured Assessment

AC19/11.1 The Board had considered the Structured Assessment from the Wales Audit
Office and the associated management response at its meeting on 24.1.19. At that
meeting Members had noted that the report contained a single recommendation which
was for the Board to fully complete previous outstanding recommendations made by the
WAO in 2016/2017. Some of the WAQ’s previous recommendations had been closed
for the purposes of the audit tracker tool, as they were being measured and monitored
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as part of embedded standard business processes. Discussion ensued covering mental
health, concerns management, estates, the need for appropriate infrastructure to be in
place for the transformational journey and the importance of getting governance right in
terms of ensuring changes were made in response to WAO recommendations. The
Board resolved to receive the report, accept the recommendations in the Structured
Assessment, and also receive and approve the management response to the Structured
Assessment - noting that actions recorded as closed would, where appropriate, be
included in the relevant plans such as the Three Year Plan, Annual Operational Plan,
and workforce or quality strategy and plans. Wales Audit office would seek to gain
assurance that this had happened and review progress against outstanding
recommendations in April 2019.

AC19/11.2 An updated version of the management response was presented to the
Committee. This version had an additional column which provided a position update
regarding future monitoring arrangements.

RESOLVED:

That the report together with the updated management response which provides a
position update regarding future monitoring arrangements be received.

AC19/12 Audit Committee Workshop - 30.11.18 - Update report

The report provided an update on the feedback and observations from the Audit
Committee Workshop held on 30th November 2018. Members noted the workshop
planned for the 14th May primarily to review the Committee Annual Reports. In relation
to future workshops it was agreed to arrange a further date in the Autumn and to agree
the agenda nearer the time.

RESOLVED: That the update be noted and a further workshop be planned for the | DS
Autumn.
AC19/13 Issues of Significance for reporting to Board.

MH

The Chair agreed to prepare his assurance report for the Board.

AC19/14 Date of Next Meeting — 30" May 2019

The date of the next formal meeting was noted as 30th May 2019 and Members also
noted that a workshop for Members of the Committee to review the suite of Committee
Annual Reports was to be held on 14th May 2019.

AC19/15 Exclusion of the Press and Public

RESOLVED: That representatives of the press and other members of the public be
excluded from the remainder of this meeting having regard to the confidential nature of
the business to be transacted, publicity on which would be prejudicial to the public
interest in accordance with Section 1(2) Public Bodies (Admission to Meetings) Act
1960.




BCUHB AUDIT COMMITTEE Summary Action Log — Public

1

Officer Minute Reference and Action Original Latest Update Position Revised Timescale
Agreed Timescale
Last updated 22.5.19
Dawn Sharp AC18/65 — Board Assurance May 2019 | Draft Board Assurance Map presented to Audit September 2019
Map (BAM) — Document to be Committee Workshop in May 2019. Members agreed for
refined following outcome of the Map to be further refined to show the relevant
discussions at September Board reporting groups and for this together with the BAF to
Workshop. then be submitted to the September Audit Committee.
Dawn Sharp AC18/66 — Standards of March Review of Policy underway — to be updated to reflect September 2019
Business Conduct Policy review | 2019 electronic system modifications which are due to be
completed in July. The review of the policy will also take
account of the latest Internal Audit follow up review
recommendations issued in May 2019.
Chris AC18/82 — IA report —- GPOOH | March The last Job Description is currently being banded and a | Close
Stockport — CS to confirm timelines for the | 2019 one to one with one individual is shortly due to take place
management restructuring following which a four week consultation will be
relating to OOH Services and undertaken (commencing June 2019).
business continuity
arrangements.
Jill Newman AC19/3 Accountability May 2019 | On agenda Close
Framework to be presented to
May meeting.
Kate Dunn AC19/5 — Handover of Care — March Referral of report to QSE for future monitoring purposes Close
WAST IA report 2019 (discussed at March QSE)
Dawn Sharp AC19/6 Special Measures March Actioned. Close
review of expectations allocated | 2019
to the Committee - SMIF T&F
Group to be informed of
Committee’s feedback
Medwyn AC19/8.3 Managing the March/ Actioned. Close
Hughes/Lucy Outpatients Backlog — April 2019
Reid escalation to QSE and Board
Dave AC19/8.4 Implementing the falls | March Actioned. Close
Harries/Dawn | policy — actions to be realigned | 2019




BCUHB AUDIT COMMITTEE Summary Action Log — Public

Sharp to the Nursing Directorate.
Adrian AC19/9 Clinical Audit Report — May 2019 | On agenda for May. Close
Thomas/Melan | further report to be presented to
ie Maxwell the May meeting.
Dawn Sharp AC19/10 Annual Audit Report to | March Actioned. Close
be presented to March Board 2019
Dawn Sharp AC19/12 — Date for future Autumn Date and programme yet to be finalised.
workshop in the Autumn
Dawn AC19/13 — Chair’s Assurance May 2019 | Actioned Close
Sharp/Medwyn | Report

Hughes
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Title: Summary of In Committee business to be reported in public
Author: Dawn Sharp, Assistant Director and Deputy Board Secretary
Responsible Grace Lewis-Parry, Board Secretary
Director:
Public or In Public
Committee

Purpose of report:

Standing Order 6.5.3 requires the Committee to formally report any
decisions taken in private session to the next meeting of the
Committee in public session.

Approval / Scrutiny
Route Prior to
Presentation:

The issues listed below were considered by the Audit Committee at
its private in committee meeting of 14.3.19.

Governance
issues/risks:

Issues were considered as follows:

¢ Financial Conformance Report

e Counter Fraud Progress Report to the period up to 31.12.18
e Update on Internal and External Audit Actions

e Post Payment Verification Progress Report

e Tendering for Goods and Services — Estates Department

Financial
Implications:

Not applicable

Recommendations:

The Committee are asked to note the report.

Health Board’s Well-being Objectives \ | WFGA Sustainable Development

(indicate how this paper proposes alignment with Principle

the Health Board’s Well Being objectives. Tick all (Indicate how the paper/proposal has

that apply and expand within main report) embedded and prioritised the sustainable
development principle in its development.
Describe how within the main body of the
report or if not indicate the reasons for
this.)

1.To improve physical, emotional and mental 1.Balancing short term need with long

health and well-being for all term planning for the future

2.To target our resources to those with the 2.Working together with other partners

greatest needs and reduce inequalities to deliver objectives

3.To support children to have the best start in 3. Involving those with an interest and

life seeking their views

4.To work in partnership to support people — 4.Putting resources into preventing

individuals, families, carers, communities - to problems occurring or getting worse

achieve their own well-being

5.To improve the safety and quality of all | YV | 5.Considering impact on all well-being

services

goals together and on other bodies




6.To respect people and their dignity

7.To listen to people and learn from their
experiences

Special Measures Improvement Framework Theme/Expectation addressed by this paper
Governance and Leadership

Equality Impact Assessment
Not applicable
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Report Title: Head of Internal Audit Opinion and Annual Report 2018/19
Report Author: Dave Harries, Head of Internal Audit

Responsible Mrs Grace Lewis-Parry, Board Secretary

Director:

Public or In Public

Committee

Purpose of Report:

In accordance with the Public Sector Internal Audit Standards, the head
of internal audit (HIA) is required to provide an annual opinion, based
upon and limited to the work performed on the overall adequacy and
effectiveness of the organisation’s risk management, control and
governance processes (i.e. the organisation’s system of internal
control).

The outcomes of these reviews have been shared with management,
however at the time of the report, some of these are not yet finalised
although the draft report opinion has been used to inform the HIA
opinion.

Approval / Scrutiny
Route Prior to
Presentation:

The report has been discussed with and agreed by the Board Secretary
and details the annual opinion and individual opinions issued by internal
audit in 2018/19.

Governance issues
| risks:

The audit work undertaken during 2018/19 and reported to the Audit
Committee through the year and in draft are detailed within the main
report.

The assurance by domain is:

e Reasonable Assurance (yellow) — Financial governance and
management; Information governance and security; and Capital and
estates management.

e Limited assurance (amber) - Corporate governance, risk
management and regulatory compliance; Strategic planning,
performance management and reporting; Quality and safety;
Operational services and functional management; and Workforce
management.

The overall assurance opinion for 2018/19 is limited assurance (amber).

Financial
Implications:

The report may record issues/risks, identified as part of a specific review,
which had financial implications for the Health Board.

Recommendation:

That the Audit Committee receives the Head of Internal Audit opinion
and annual report for the 2018/2019 financial year.

Health Board’s Well-being Objectives \ | WFGA Sustainable Development |V
(indicate how this paper proposes alignment with Principle

the Health Board’s Well Being objectives. Tick all (Indicate how the paper/proposal has
that apply and expand within main report) embedded and prioritised the sustainable




development principle in its development.
Describe how within the main body of the
report or if not indicate the reasons for
this.)

1.To improve physical, emotional and mental
health and well-being for all

1.Balancing short term need with long
term planning for the future

2.To target our resources to those with the
greatest needs and reduce inequalities

2.Working together with other partners
to deliver objectives

3.To support children to have the best start in
life

3. Involving those with an interest and
seeking their views

4.To work in partnership to support people —
individuals, families, carers, communities - to
achieve their own well-being

4.Putting resources into preventing
problems occurring or getting worse

5.To improve the safety and quality of all
services

5.Considering impact on all well-being
goals together and on other bodies

6.To respect people and their dignity

7.To listen to people and learn from their
experiences

Special Measures Improvement Framework Theme/Expectation addressed by this paper
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The internal audit report provides independent assurance to the Board, through its Committees,
on the effectiveness of the Health Board’s risk management arrangements, governance and
internal controls.

Equality Impact Assessment

The internal audit report provides independent assurance to the Board, through its Committees,
on the effectiveness of the Health Board’s risk management arrangements, governance and
internal controls.

This report does not, in our opinion, have an impact on equality nor human rights and is not
discriminatory under equality or anti-discrimination legislation.

Disclosure:
Betsi Cadwaladr University Health Board is the operational name of Betsi Cadwaladr University Local Health Board

Board/Committee Coversheet v9.01 draft
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1. EXECUTIVE SUMMARY
1.1 Purpose of this Report

The Board is collectively accountable for maintaining a sound system of internal
control that supports the achievement of the organisation’s objectives, and is
responsible for putting in place arrangements for gaining assurance about the
effectiveness of that overall system. A key element in that flow of assurance is
the overall assurance opinion from the Head of Internal Audit.

This report sets out the Head of Internal Audit opinion together with the
summarised results of the internal audit work performed during the year. The
report also includes a summary of audit performance in comparison to the plan
and an assessment of conformance with the Public Sector Internal Audit Standards
(these are the requirements of Standard 2450).

1.2 Head of Internal Audit Opinion

The purpose of the annual Head of Internal Audit opinion is to contribute to the
assurances available to the Accountable Officer and the Board which underpin the
Board’s own assessment of the effectiveness of the system of internal control.
The approved internal audit plan is biased towards risk and therefore the Board
will need to integrate these results with other sources of assurance when making
a rounded assessment of control for the purposes of the Annual Governance
Statement.

The overall opinion has been formed by summarising audit outcomes across eight
key assurance domains. The overall opinion is then based upon these grouped
findings. In a change to previous year all domains now carry equal weighting.

In my opinion the Board can take limited assurance that arrangements to secure
governance, risk management and internal control, within those areas under
review, are suitably designed and applied effectively. Several significant matters
require management attention with moderate impact on residual risk exposure
until resolved.

1.3 Delivery of the Audit Plan

The internal audit plan has been delivered substantially in accordance with the
agreed schedule and changes required during the year, as approved by the Audit
Committee. Regular audit progress reports have been submitted to the Audit
Committee during the year.

Our External Quality Assessment (EQA), conducted by the Chartered Institute of
Internal Auditors, and our Quality Assurance and Improvement Programme have
both confirmed that our internal audit work ‘generally conforms’ to the
requirements of the Public Sector Internal Audit Standards for 2018/19. We are
now able to state that our service ‘conforms to the IIA’s professional standards
and to PSIAS.’

1.4 Summary of Audit Assignments

The report summarises the outcomes from the internal audit plan undertaken in
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the year and recognising audit provides a continuous flow of assurance includes
the results of legacy audit work reported subsequent to the prior year opinion.
The report also references assurances received through the internal audit of
control systems operated by NWSSP for transaction processing on behalf of the
Health Board.

The audit coverage in the plan agreed with management has been deliberately
focused on key strategic and operational risk areas; the outcome of these audit
reviews may therefore highlight control weaknesses that impact on the overall
assurance opinion.

In overall terms we can provide positive assurance to the Board that arrangements
to secure governance, risk management and internal control are suitably designed
and applied effectively in the following assurance domains:

e Financial governance and management;
e Information governance and security; and
e Capital and estates management.

However, the significance of the matters identified in those areas where there are
improvements to be made in governance, risk management and control impacts
upon our overall audit assessment in the following assurance domains:

e Corporate governance, risk management and regulatory compliance;
e Strategic planning, performance management and reporting;

e Quality and safety;

e Operational services and functional management; and

e Workforce management.

Management are aware of the specific issues identified and have agreed action
plans to improve control in these areas. These planned control improvements
should be referenced in the Annual Governance Statement where appropriate.

Please note that our assessment across each of the domains has also taken into
account, where appropriate, the number and significance of any audits that have
been deferred during the course of the year (see also Sections 2.4.1 and 5.7).

2. HEAD OF INTERNAL AUDIT OPINION
2.1 Roles and Responsibilities

The Board is collectively accountable for maintaining a sound system of internal
control that supports the achievement of the organisation’s objectives, and is
responsible for putting in place arrangements for gaining assurance about the
effectiveness of that overall system.

The Annual Governance Statement is a statement made by the Accountable
Officer, on behalf of the Board, setting out:

e How the individual responsibilities of the Accountable Officer are discharged
with regard to maintaining a sound system of internal control that supports
the achievement of policies, aims and objectives.
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e The purpose of the system of internal control, as evidenced by a description
of the risk management and review processes, including compliance with
the Health & Care Standards.

e The conduct and results of the review of the effectiveness of the system of
internal control including any disclosures of significant control failures,
together with assurances that actions are or will be taken where appropriate
to address issues arising.

The organisation’s risk management process and system of assurance should
bring together all of the evidence required to support the Annual Governance
Statement.

In accordance with the Public Sector Internal Audit Standards (PSIAS), the Head
of Internal Audit (HIA) is required to provide an annual opinion, based upon and
limited to the work performed on the overall adequacy and effectiveness of the
organisation’s framework of governance, risk management and control. This is
achieved through an audit plan that has been focussed on key strategic and
operational risk areas and known improvement opportunities, agreed with
executive management and approved by the Audit Committee, which should
provide an appropriate level of assurance.

The opinion does not imply that Internal Audit has reviewed all risks and
assurances relating to the organisation. The opinion is substantially derived from
the conduct of risk-based audit work formulated around a selection of key
organisational systems and risks. As such, it is a key component that the Board
takes into account but is not intended to provide a comprehensive view.

The Board, through the Audit Committee, will need to consider the Internal Audit
opinion together with assurances from other sources including reports issued by
other review bodies, assurances given by management and other relevant
information when forming a rounded picture on governance, risk management and
control for completing its Governance Statement.

2.2 Purpose of the Head of Internal Audit Opinion

The purpose of my annual Head of Internal Audit opinion is to contribute to the
assurances available to the Accountable Officer and the Board of Betsi Cadwaladr
University Local Health Board which underpin the Board’s own assessment of the
effectiveness of the organisation’s system of internal control.

This opinion will in turn assist the Board in the completion of its Annual
Governance Statement, and may also be taken into account by regulators
including Healthcare Inspectorate Wales in assessing compliance with the Health
& Care Standards in Wales, and by Wales Audit Office in the context of their
external audit.

The overall opinion by the Head of Internal Audit on governance, risk management
and control is a function of this risk based audit programme and contributes to the
picture of assurance available to the Board in reviewing effectiveness and
supporting our drive for continuous improvement.

2.3 Assurance Rating System for the Head of Internal Audit
Opinion

NHS Wales Audit & Assurance Services Annual Report



Head of Internal Audit Opinion & Annual Report 2018/19 Page | 6
Betsi Cadwaladr University Local Health Board

The assurance rating framework for expressing the overall audit opinion was
refined in 2013/14 in consultation with key stakeholders across NHS Wales. In
2016/17, following further discussion with stakeholders, it was amended to
remove the weighting given to three of the eight domains when judging the overall
opinion. The framework applied in 2016/17 has been used again to guide the
forming of the opinion for 2018/19.

The assurance rating system based upon the colour-coded barometer and applied
to individual audit reports remains unchanged. The descriptive narrative used in
these definitions as clarified in 2012/13 has proven effective in giving an objective
and consistent measure of assurance in the context of assessed risk and
associated control in those areas examined.

This same assurance rating system is applied to the overall Head of Internal Audit
opinion on governance, risk management and control as to individual assignment
audit reviews. The assurance rating system together with definitions is included
at Appendix D.

The individual conclusions arising from detailed audits undertaken during the year
have been summarised by the eight assurance domains that were used to frame
the internal audit plan at its outset. The aggregation of audit results by these
domains gives a better picture of assurance to the Board and also provides a
rational basis for drawing an overall audit opinion.

A quality assurance review process has been applied by the Director of Audit &
Assurance and the Head of Internal Audit in the annual reporting process to ensure
the assurance domain ratings and overall opinion are consistent with the
underlying audit evidence and in accordance with the criteria for judgement at
Appendix E.

2.4 Head of Internal Audit Opinion

2.4.1 Scope of opinion

The scope of my opinion is confined to those areas examined in the risk based
audit plan which has been agreed with senior management and approved by the
Audit Committee. The Head of Internal Audit assessment should be interpreted
in this context when reviewing the effectiveness of the system of internal control
and be seen as an internal driver for continuous improvement. The Head of
Internal Audit opinion on the overall adequacy and effectiveness of the
organisation’s framework of governance, risk management, and control is set out
below.

The Board can take limited assurance that
arrangements to secure governance, risk

management and internal control, within those
‘ areas under review, are suitably designed and
applied effectively. More significant matters

- + require management attention with moderate
Amber impact on residual risk exposure until
resolved.

This opinion will need to be reflected within the Annual Governance Statement
along with confirmation of action planned to address the issues raised. Particular
focus should be placed on the agreed response to any limited or no-assurance
reports issued during the year and the significance of the recommendations made.
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2.4.2 Basis for Forming the Opinion

In reaching the opinion the Head of Internal Audit has applied both professional
judgement and the Audit & Assurance “Supporting criteria for the overall opinion”
guidance produced by the Director of Audit & Assurance and shared with key
stakeholders, see Appendix E.

The Head of Internal Audit has concluded reasonable assurance can be reported
for the Financial Governance & Management; Information Governance & Security;
and Capital & Estates Management domains; but only /imited assurance can be
reported for the Corporate Governance, Risk Management and Regulatory
Compliance; Quality & Safety; Strategic Planning, Performance Management &
Reporting; Operational Service and Functional Management; and Workforce
Management; domains.

The audit work undertaken during 2018/19 and reported to the Audit Committee
has been aggregated at Appendix B.

The evidence base upon which the overall opinion is formed is as follows:

e An assessment of the range of individual opinions arising from risk-based
audit assignments contained within the Internal Audit plan that have been
reported to the Audit Committee throughout the year. This assessment has
taken account of the relative materiality of these areas and the results of
any follow-up audits in progressing control improvements;

e The results of any audit work related to the Health & Care Standards
including, if appropriate, the evidence available by which the Board has
arrived at its declaration in respect of the self-assessment for the
Governance, Leadership and Accountability module; and

e Other assurance reviews which impact on the Head of Internal Audit opinion
including audit work performed at other organisations (see Section 3 -
Other Work for details).

As stated above these detailed results have been aggregated to build a picture of
assurance across the eight key assurance domains around which the risk-based
Internal Audit plan is framed. Where there is insufficient evidence to draw a firm
conclusion the assurance domain is not rated.

In addition, the Head of Internal Audit has considered residual risk exposure
across those assignments where limited or no assurance was reported. Further,
a number of audit assignments planned this year did not proceed to full audits
following preliminary planning work and these were either: removed from the
plan; removed from the plan and replaced with another audit; or deferred until a
future audit year. Where changes were made to the audit plan then the reasons
were presented to the Audit Committee for consideration and approval.
Notwithstanding that the opinion is restricted to those areas which were subject
to audit review, the Head of Internal Audit has considered the impact of changes
made to the plan when forming their overall opinion.

A summary of the findings in each of the domains is set out below. Each domain
heading has been colour coded to show the overall assurance for that domain.
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We identified reasonable assurance for both the Welsh Risk Pool claims
management standard and Risk Management Strategy where embedded
controls appeared to be operating as expected. We made one
recommendation surrounding the scrutiny of operational compliance
against the strategy and note the establishment of the Risk Management
Group which is to be chaired by the Chief Executive which will discharge
this function.

e Operational compliance with the Standards of Business Conduct was
satisfactory although the approval of declarations of interests across some
operational divisions requires improvement. The Office of the Board
Secretary now scrutinise and uphold the requirements of the Standards for
all recorded gifts and hospitality, which ensures independence in the
process — reasonable assurance.

e Corporate Legislative Compliance: Nurse Staffing Levels (Wales) Act 2016
where we identified issues surrounding Ward compliance with the Act; a
number of the wards were not using the nurse staffing levels approved by
the Board or the shift times used to calculate the nurse staffing levels;
inconsistent and in some cases incomplete input of information on the
Safecare system; monthly performance reporting identifying safe staffing
is not ward specific and was a requirement on the Action Plan - limited
assurance.

e The review of governance arrangements in Mental Health and Learning
Disabilities division identified issues of compliance with established terms
of reference; limited evidence that the transformation agenda is being
subject to scrutiny; and the quality and safety agenda is reviewed so that
the divisional quality and safety meeting is not overwhelmed in both detail
and expectations as it attempts to ‘catch-all’” matters of quality and safety
within the division - limited assurance.

e The review concerning the tendering for goods and services in the Estates
Department identified significant matters of non-compliance with Standing
Financial Instructions aswell as the department’'s own operational
procedure. Management have been actively working to address the issues
identified and ensure existing internal controls are improved to reduce the
risk of a similar issue occurring in the future — no assurance.

e The Health Board have been actively tracking internal and external audit
recommendations throughout the year, where all require sign-off as
implemented by the relevant executive director. Follow-up reviews of
agreed actions has resulted in the closure of recommendations where we
found evidence of implementation and these have been reported to the
Audit Committee during the year.

e Overall assurance is positive in the review of the Annual Report -
verification of reported data where minor issues were identified and the
action plan developed was agreed by management.

e Business Continuity Arrangements recorded limited assurance; whilst the
Business Continuity Department (BCD) actively support the roll out/work
plan developed, assurance on the effectiveness of the developed Business
Continuity Plans will not be possible until such time they are subject to
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testing, which business continuity leads advised they had not done.
Progress has been made since the last review and the corporate department
are active in providing training, however there remains a gap in the
establishment of regular lead meetings per Policy - limited assurance.

The review of Revenue Business Cases, against a sample due for
development in the annual operational plan, identified a gap in following
the guidance aswell as the maintenance of a log recording receipt and
scrutiny of business cases - limited assurance.

Financial Governance and Management (Yellow)

The reviews relating to West locality compliance with the budget setting
methodology; Procurement arrangements: Integrated Care Fund, Cluster
and Primary Care funding aswell as the Reporting arrangement for delivery
of savings plans all were assessed as reasonable assurance.

We did however identify opportunities for management to improve internal
controls and these have been reflected within the findings and agreed action
plans.

The reviews of the Annual Quality Statement and Infection Prevention and
Control - Safe clean care recorded reasonable assurance; However, three
reviews within this domain recorded limited assurance, as noted below.

The review of managing the outpatients backlog identified a number of
issues surrounding data quality and the effective integration of systems to
ensure the correct patients are on the outpatient follow-up list with those
subject to formal discharge removed. However, we did escalate details to
management of patients who appeared at risk and should have been
followed up - limited assurance.

The review of the National Health Service (Concerns, Complaints and
Redress Arrangements) (Wales) Regulations 2011 - Part 6: Redress
identified the Corporate Concerns Team and associated processes through
to completion of redress documentation were fully compliant with expected
controls. Operational departments’ compliance in responding to claimants
was not routinely adhered to and breached Statutory timelines - limited
assurance.

Implementing the Falls Policy identified the policy had been implemented
across all areas visited; we identified issues of compliance with expected
completion of documentation across the areas reviewed.

Information Governance & Security (Yellow)

Three reviews within this domain recorded a mix of assurance ratings.

Management of patient safety incidents related to informatics processes and
Clinical Coding (in partnership with Informatics) received not applicable
assurance.

We undertook a questionnaire based survey for the patient safety incidents
review to obtain views; followed up recommendations made by NWIS
concerning their most recent clinical audit review at the Health Board.

The Freedom of Information Act review identified that whilst evident the
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Health Board has its Publication Scheme, the internet pages and associated
information have not been maintained [recognising that the information is
likely to be available through other searches or through formal requests to
the Health Board]; the site is not the most intuitive and accessing the
information can be challenging - reasonable assurance.

The Wales Audit Office report ‘Hospital Catering and Patient Nutrition Follow
up review: Have the agreed actions made a positive difference’ review
identified a great deal of work was being undertaken operationally through
the INCHS Group, however this has not been subject to formal reporting or
scrutiny through the Health Board Committee structure; There was poor
self-assessment scores and no evidence how the wards were tasked with
improving performance - limited assurance.

The review of Patients Monies identified several issues of compliance with
Policy, including the non-display of disclaimer notices; completion of
required documentation was not in accordance with expected controls -
limited assurance.

The GP Out of Hours: Compliance with National Standards review recorded
assurance not applicable as the management requested advisory review
identified some differences between the self-assessment and evidence
made available to support the assessment.

Both the Review of staff earning more than £200,000 and the case
management and disciplinary process recorded limited assurance.

The review of staff earning over £200,000 noted a positive reduction in
locum/agency and waiting list initiative payments, however the accuracy of
one payment could not be corroborated to source timesheets/work done
and did not appear to follow process for such ad-hoc payments.

The review relating to the case management and disciplinary process noted
issues surrounding the timeliness of completing investigations and how
these are monitored.

Capital & Estates Management (Yellow)

The review of the Carbon Reduction Commitment Order received substantial
assurance and noted full compliance with expected controls.

The environmental sustainability review noted that performance trends
require additional narrative to underpin the reported data - reasonable
assurance.

The Sub-Regional Neonatal Intensive Care Centre (SuRNICC) review
identified matters across areas reviewed including the reporting of realised
benefits in accordance with the strategy - reasonable assurance.

The capital systems review identified positive assurance surrounding
monitoring and reporting; capital approval process and the procedural
framework. However, less assurance was noted in the discretionary bidding
process and prioritising the bids submitted - reasonable assurance.
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e The primary care GP leases: Assigning leases to the Health Board review
identified that there is no overarching procedure through which the Health
Board structures its decision making and identification of all costs prior to
assuming lease ownership. We identified one lease which had not been
formally approved by the Health Board at time of this review but has since
been considered by the Board - limited assurance.

2.4.3 Limitations to the Audit Opinion

Internal control, no matter how well designed and operated, can provide only
reasonable and not absolute assurance regarding the achievement of an
organisation’s objectives. The likelihood of achievement is affected by limitations
inherent in all internal control systems.

As mentioned above the scope of the audit opinion is restricted to those areas
which were the subject of audit review through the performance of the risk-based
Internal Audit plan. In accordance with auditing standards and with the
agreement of senior management and the Board Internal Audit work is
deliberately prioritised according to risk and materiality. Accordingly the Internal
Audit work and reported outcomes will bias towards known weaknesses as a driver
to improve governance risk management and control. This context is important
in understanding the overall opinion and balancing that across the various
assurances which feature in the Annual Governance Statement.

Caution should be exercised when making comparisons with prior years. Audit
coverage will vary from year to year based upon risk assessment and cyclical
coverage on key control systems.

2.4.4 Period covered by the Opinion

Internal Audit provides a continuous flow of assurance to the Board and subject
to the key financials and other mandated items being completed in-year the cut-
off point for annual reporting purposes can be set by agreement with
management. To enable the Head of Internal Audit opinion to be better aligned
with the production of the Annual Governance Statement a pragmatic cut-off point
has been applied to Internal Audit work in progress.

By previous agreement with the Health Board and Board Secretary, audit work
reported to draft stage has been included in the overall assessment, all other work
in progress will be rolled-forward and reported within the overall opinion for next
year.

The majority of audit reviews will relate to the systems and processes in operation
during 2018/19 unless otherwise stated and reflect the condition of internal
controls pertaining at the point of audit assessment. Follow-up work will provide
an assessment of action taken by management on recommendations made in prior
periods and will therefore provide limited scope update on the current condition
of control and a measure of direction of travel.

There are also some specific assurance reviews which remain relevant to the
reporting of the Annual Report required to be published by 31t May 2019. These
specific assurance requirements relate to the following two public disclosure
statements:

¢ Annual Quality Statement; and
e Environmental Sustainability Report.
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The specified assurance work on these statements has been aligned with the
timeline for production of the Annual Report and accordingly will be completed
and reported to management and the Audit Committee subsequent to this Head
of Internal Audit opinion. However, the Head of Internal Audit’'s assessment of
arrangements in these areas is legitimately informed by drawing on the assurance
work completed as part of this current year’s plan albeit relating to the 2017/18
Annual Report and Quality Statement, together with the preliminary results of any
audit work already undertaken in relation to the 2018/19 Annual Report and
Quality Statement.

2.5 Required Work

There are a number of pieces of work that Welsh Government has required
previously that Internal Audit should review each year, where applicable. These
pieces cover aspects of:

e Health & Care Standards - Governance, Leadership and Accountability
Module;

¢ Annual Governance Statement;

e Annual Quality Statement;

e Environmental Sustainability Report;

e Carbon Reduction Commitment Order; and

e Welsh Risk Pool Claims Management Standard.
Health & Care Standards

As the Health Board was placed in Special Measures in June 2015, evidence of
progress against the Governance, Leadership and Accountability Module is
focussed and monitored as an integral part of the Special Measures Improvement
Framework — As such, no separate assessment has been completed.

This is further evidenced through the letter sent to the Chief Executive on the 22"
February 2019 from the Director General Health and Social Services/NHS Wales
Chief Executive which noted the following:

"On the basis of the tripartite group discussion, Welsh Government officials
recommended to the Minister that the escalation status of Betsi Cadwaladr

a4

University Health Board would remain unchanged at 'special measures’.

“Your progress on finance, unscheduled care, RTT and planning will remain the
key criteria for assurance under the leadership and governance category of
special measures.”

Where appropriate, our work is reported in Section 5 - Risk based Audit
Assighments and at Appendix B.

Please note that there are discussions ongoing with Welsh Government as to
whether this work will be required in 2019/20 and future years.

2.6 Statement of Conformance

The Welsh Government determined that the Public Sector Internal Audit
Standards (PSIAS) would apply across the NHS in Wales from 2013/14.
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The provision of professional quality Internal Audit is a fundamental aim of our
service delivery methodology and compliance with PSIAS is central to our audit
approach. Quality is controlled by the Head of Internal Audit on an ongoing basis
and monitored by the Director of Audit & Assurance. The work of internal audit
is also subject to an annual assessment by the Wales Audit Office. In addition,
at least once every five years, we are required to have an External Quality
Assessment. This was undertaken by the Chartered Institute of Internal Auditors
(ITA) in February and March 2018. The IIA concluded that NWSSP’s Audit &
Assurance Services conforms with all 64 fundamental principles and ‘it is therefore
appropriate for NWSSP Audit & Assurance Services to say in reports and other
literature that it conforms to the IIA’s professional standards and to PSIAS.’

The NWSSP Audit and Assurance Services can assure the Audit Committee that it
has conducted its audit at Betsi Cadwaladr University Local Health Board in
conformance with the Public Sector Internal Audit Standards for 2018/19.

Our conformance statement for 2018/19 is based upon:

o the results of our internal Quality Assurance and Improvement Programme
(QAIP) for 2018/19 which will be reported formally in the Summer of 2019;

o the results of the work completed by Wales Audit Office; and
J the results of the External Quality Assessment undertaken by the IIA.

We have set out, in Appendix A, the key requirements of the Public Sector Internal
Audit Standards and our assessment of conformance against these requirements.
The full results and actions from our QAIP will be included in the 2018/19 QAIP
report. There are no significant matters arising that need to be reported in this
document.

2.7 Completion of the Annual Governance Statement

While the overall Internal Audit opinion will inform the review of effectiveness for
the Annual Governance Statement the Accountable Officer and the Board need to
take into account other assurances and risks when preparing their statement.
These sources of assurances will have been identified within the Board’s own
performance management and assurance framework and will include, but are not
limited to:

e Direct assurances from management on the operation of internal controls
through the upward chain of accountability;

e Internally assessed performance against the Health & Care Standards;

e Results of internal compliance functions including Health & Safety, Local
Counter-Fraud, Post Payment Verification, and Risk Management;

e Reported compliance via the Welsh Risk Pool regarding claims standards
and other specialty specific standards reviewed during the period; and

e Reviews completed by external regulation and inspection bodies including
the Wales Audit Office, Healthcare Inspectorate Wales and Health and
Safety Executive.

3. OTHER WORK RELEVANT TO THE HEALTH BOARD

NHS Wales Audit & Assurance Services Annual Report



Head of Internal Audit Opinion & Annual Report 2018/19 Page | 14
Betsi Cadwaladr University Local Health Board

As our internal audit work covers all NHS organisations there are a number of
audits that we undertake each year which, while undertaken formally as part of a
particular health organisation’s audit programme, will cover activities relating to
other Health bodies. The Head of Internal Audit has had regard to these audits,
which are listed below.

NHS Wales Shared Services Partnership (NWSSP)

As part of the internal audit programme at NHS Wales Shared Services Partnership
(NWSSP), a hosted body of Velindre NHS Trust, a number of audits were
undertaken which are relevant to the Health Board. These audits of the financial
systems operated by NWSSP, processing transactions on behalf of the Health
Board, derived the following opinion ratings:

e Primary Care Services — General Medical Services (Substantial)

e Primary Care Services - General Pharmacy Services (Substantial)

e Primary Care Services — General Ophthalmic Services (Reasonable)
e Primary Care Services — General Dental Services (Substantial)

e Procurement Services — Accounts Payable (Reasonable)

e Information Governance - GDPR (Substantial)

e Employment Services - Payroll (Reasonable)

Please note that other audits of NWSSP activities are undertaken as part of the
overall NWSSP internal audit programme.

In addition, as part of the internal audit programme at Cwm Taf UHB a number
of audits were undertaken in relation to both the Welsh Health Specialist Services
Committee (WHSSC) and the Emergency Ambulance Services Committee (EASC).
These audits are listed below and derived the following opinion ratings:

Welsh Health Specialist Services Committee
e High cost drugs review (Reasonable)
e Review of network groups and advisory boards (Reasonable)
¢ Risk management (Reasonable)
e Governance arrangements (Reasonable)
Emergency Ambulance Services Committee

¢ Non-emergency patient transport service - follow up of baseline review (No
opinion given)

e Governance and performance (Reasonable)
NHS Wales Informatics Service (NWIS)

We have also undertaken two audits relating to the processes and operations of
NWIS.

o Business Continuity (Reasonable)
o Change Control (Limited)

While these audits do not form part of the annual plan for the Health Board, they
are listed here for completeness as they do impact on the Health Board’s
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activities, and the Head of Internal Audit does consider if any issues raised in the
audits could impact on the content of our annual report.

Full details of the NWSSP audits are included in the NWSSP Head of Internal Audit
Opinion and Annual Report and are summarised in the Velindre NHS Trust Head
of Internal Audit Opinion and Annual Report along with the NWIS audits; the
WHSSC and EASC audits are detailed in the Cwm Taf UHB Head of Internal Audit
Opinion and Annual Report.

4. DELIVERY OF THE INTERNAL AUDIT PLAN

4.1 Performance against the Audit Plan

The Internal Audit Plan has been delivered substantially in accordance with the
schedule agreed with the Audit Committee, subject to changes agreed as the year
progressed. Regular audit progress reports have been submitted to the Audit
Committee during the year. Audits which remain to be reported and reflected
within this Annual Report will be reported alongside audits from the 2019/20
operational audit plan.

The assignment status summary is reported at section 5 and Appendix B.

In addition, throughout the year we have responded to requests for advice and/or
assistance across a variety of business areas. This advisory work undertaken in
addition to the assurance plan is permitted under the standards to assist
management in improving governance, risk management and control. This activity
has been reported during the year within our progress reports to the Audit
Committee.

4.2 Service Performance Indicators

In order to be able to demonstrate the quality of the service delivered by Internal
Audit, a range of service performance indicators supported by monitoring systems
have been developed. These have become part of the routine reporting to the
Audit Committee during 2018/19. The key performance indicators are
summarised in the Appendix C.

Delivering against the performance indicators has, overall, been positive; whilst
the timeline for responding to a draft internal audit report is twenty working days,
we continue to experience delays in obtaining management response to some
draft reports.

In accordance with the internal audit charter, we have sought the support of the
Board Secretary to progress a management response and closure of the review
on a number of occasions.

5. RISK BASED AUDIT ASSIGNMENTS
The overall opinion provided in Section 1 and our conclusions on individual
assurance domains is limited to the scope and objectives of the reviews we have

undertaken, detailed information on which has been provided within the individual
audit reports.

5.1 Overall summary of results
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In total thirty-seven audit reviews were reported during the year. Figure 1 below
presents the assurance ratings and the number of audits derived for each.

Figure 1 Summary of audit ratings

Substantial i 1 ‘ ‘ ‘ ‘ ‘
Reasonable I 15

Limited 13

No Assurance

Not Applicable 4

0 2 4 6 8 10 12 14 16

The assurance ratings and definitions used for reporting audit assignments are
included in Appendix D.

In addition to the above, there were five audits which did not proceed following
preliminary planning and agreement with management, as it was recognised that
there was action required to address issues/risks already known to management
and an audit review at that time would not add additional value.

The following sections provide a summary of the scope and objective for each
assignment undertaken within the year along with the assurance rating.

5.2 Substantial Assurance (Green)

‘W

In the following review areas the Board can take substantial assurance that
arrangements to secure governance, risk management and internal control are
suitably designed and applied effectively. Those few matters that may require
attention are compliance or advisory in nature with low impact on residual risk
exposure.

Review Title Objective
Carbon Reduction | To confirm compliance of the Energy Team
Commitment Order with CRC guidance.

5.3 Reasonable Assurance (Yellow)
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In the following review areas the Board can take reasonable assurance that
arrangements to secure governance, risk management and internal control are
suitably designed and applied effectively. Some matters require management
attention in either control design or operational compliance and these will have
low to moderate impact on residual risk exposure until resolved.

Review Title Objective

Welsh Risk Pool Claims|To establish whether there is a robust control
Management Standard environment in place within the Health Board to
manage and support claims reimbursements
from the Welsh Risk Pool.

Risk Management Strategy To ensure the Risk Management Strategy has
been embedded across the Health Board via its
directorates; divisions; sites; services and
departments

Standards of Business Conduct | To ensure compliance with Standing Order 7:

(Draft) Values and Standards of Behaviour.
East Area governance | To review the governance arrangements in place
arrangements for the East Area, in line with the requirements

issued by the Office of the Board Secretary.

Annual Report: Performance |To review the completeness of the reported
analysis - Verification of | performance report as contained within the
reported data Annual Report for 2017-18 [Sections 3.14 to
3.21 inclusive of the MfA].

West Locality: Compliance | To review was to establish whether there is a
with the budget setting |robust control environment in place within the
methodology Health Board to manage and support the budget
setting process.

Annual Operational Plan | To review the reporting mechanisms, coupled
(Draft) with reviewing arrangements operationally to
monitor progress against expected milestones.

Procurement arrangements: | To ensure procurement of goods and services
Integrated Care Fund; Cluster |from ICF/Primary Care Fund/Primary Care
funding; and Primary care |Cluster monies comply with the Health Board's
funding (Draft) governing documents for the procurement of
goods and services.

Delivery of Savings plans|To establish whether there is a robust control
(Draft) environment in place within the Health Board to
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support the management and reporting of the
Health Board savings plan.

Annual Quality Statement To review the consistency of information
published within the AQS with organisational
data previously reported to the Board and its

Committees.
Infection Prevention and|That expected actions and controls for Safe,
Control - Safe, Clean Care|Clean Care have been applied operationally,
(Draft) across the Health Board.

Freedom of Information (Fol) | To establish whether a robust control
Act environment is in place to ensure the Health
Board’s compliance with response times as per
the Freedom of Information Act.

Environmental sustainability | To assess the adequacy of management
report arrangements for the production of the
Sustainability Report.

Sub-Regional Neonatal | To evaluate the delivery of the project and
Intensive Care Centre | ensure compliance with the systems and
(SURNICC) procedures of the UHB, taking account of

relevant NHS and other supporting regulatory
and procedural requirements, as appropriate.

Capital Systems (Draft) To determine the adequacy of, and operational
compliance with, the systems and procedures of
the University Health Board, taking account of
relevant NHS and other supporting regulatory
and procedural requirements, as appropriate.

5.4 Limited Assurance (Amber)

In the following review areas the Board can take only limited assurance that
arrangements to secure governance, risk management and internal control, within
those areas under review, are suitably designed and applied effectively. More
significant matters require management attention with moderate impact on
residual risk exposure until resolved.

Review Title Objective

Corporate Legislative | To review the evidence that the Nurse Staffing
Compliance: Nurse Staffing|Levels (Wales) Act 2016 Action Plan had been
Levels (Wales) Act 2016 implemented and to validate a number of tasks,
which were live for completeness and accuracy.
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arrangements (Draft)

Mental Health and Learning | To review the governance arrangements in place

Disabilities governance | for the Mental Health and Learning Disabilities

arrangements Division in line with the requirements issued by
the Office of the Board Secretary.

Secondary Care Division | To review the governance arrangements in place

governance arrangements | for the Secondary Care Division, in line with the

(Draft) requirements issued by the Office of the Board
Secretary.

Business Continuity | To ensure the Health Board is compliant with the

stated Business Continuity Management Policy
Objectives.

Revenue Business Cases

(Draft)

To establish whether there is a robust control
environment in place within the Health Board to
ensure that the delivery of service change and
investment through revenue funding has been
subject to appropriate scrutiny and approval.

The National Health Service
(Concerns, Complaints and
Redress Arrangements)
(Wales) Regulations 2011 -

Part 6: Redress

To establish whether there is a robust control
environment in place within the Health Board to
manage and support redress.

Managing the

Backlog

Outpatients

To establish the robustness of processes in place
to ensure all backlog outpatients are being
effectively managed within the agreed process.

Implementing the Falls Policy

To ensure that the falls pathway has been
implemented in all ward areas within the Health
Board and is subject to regular review on a case
by case basis.

Wales Audit Office Report:
Hospital Catering and Patient
Nutrition Follow-up review -
Have the agreed actions made
a positive difference?

To identify whether the actions implemented,
following the publication of the four Wales Audit
Office reports and management action to
implement the recommendations, have made a
positive difference and delivered the outcomes
as intended.

Patients Monies (Draft)

To provide the Health Board with assurance that
it is discharging in full, its obligations to
safeguard and administer patients’ monies in a
sample of locations, following discussions with
Finance Directorate officers.

Staffing costs — Review of staff
earning more than £200,000

To establish the controls operating in approving
ad-hoc payments over and above those
contractually obliged and whether there is
adequate monitoring and reporting on ‘high
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earners’ within the
Management Teams.

respective  Hospital

Case management and

disciplinary process

To establish that a robust control environment is
operating across the Health Board to ensure
compliance with the Disciplinary Policy (WP9),
ensuring all investigations are undertaken with
fairness and transparency in a timely manner.

Primary Care GP Leases:
Assigning leases to the Health
Board

To determine if the Health Board is actively
agreeing with outgoing General Practice (GP)
leaseholders a schedule of dilapidation at
transfer for all inward GP lease transfers agreed
by the Health Board for the period April 2017
through to August 2018.

5.5 No Assurance (Red)

A

There is one audited area

in which the Board has no assurance that

arrangements to secure governance, risk management and internal control are
suitably designed and applied effectively, or where action remains to be taken to
address the whole control framework with high impact on residual risk exposure

until resolved.

Review Title

Objective

Tendering for goods and
Services - Estates Department

To review compliance with Standing Financial
Instructions and operational procedure within
the Estates Operational Services Department -
Wrexham Maelor.

5.6 Assurance Not Applicable (Blue)

The following reviews were undertaken as part of the audit plan and reported
without the standard assurance rating indicator, owing to the nature of the audit
approach. The level of assurance given for these reviews are deemed not
applicable - these are reviews and other assistance to management, provided as
part of the audit plan, to which the assurance definitions are not appropriate but
which are relevant to the evidence base upon which the overall opinion is formed.

Review Title

Objective
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Delivering the Mental Health
Strategy (Draft)

To establish that the updates on the strategy
provided to the Quality, Safety and Experience/
Strategy, Partnerships and Population Health
Committees have been implemented and can be
supported.

Management of patient safety
incidents related to informatics
processes (Draft)

To ensure mechanisms are in place to manage
patient safety incidents related to informatics
processes.

Clinical Coding (in partnership
with Informatics)

To follow-up the recommendations made in the
NWIS report issued in April 2018.

GP Out of Hours (OOH) -
Compliance  with  National
Standards

To verify the self-assessment back to core data
[underpinning evidence] for the period detailed
“End of Year March 2018".

Additionally, the following audits were deferred for the reasons outlined below. We
have considered these reviews and the reason for their deferment when compiling
the Head of Internal Audit Opinion.

Review Title

Reason for deferment

Corporate Legislative
Compliance: Wellbeing of
Future Generations (Wales)
Act 2015

The Future Generations Commissioner for Wales
issued a self-reflection tool for completion by
14th December 2018 with further planned work
in January 2019 by an independent team
established by the Commissioner.

Approval of Plans by the
Board

This review was to follow-up a recommendation
made by the Wales Audit Office in their 2017
Structured Assessment; since this risk was
identified and in reviewing the recommendation
tracker, we note that it has been signed off as
implemented and supported as such by the
Wales Audit office, coupled with the Finance &
performance Committee undertaking enhanced
scrutiny of plans.

Sustainability Plan

In scoping and developing this review, the plan
is still being developed and the outline strategy
is in draft format.

Quality Improvement
Strategy

This review has commenced but will be included
in the 2019/20 reporting period.

Roster Management

The Paybill Review Progress Report presented to
the Finance & Performance Committee [17th
January 2019 (Item FP19/13)] outlines
continuing actions up to 31st March 2019 -
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Reviewing now would not capture all steps and
improvements being taken.

NHS Wales staff survey -
Delivering the findings

The original scope intended to review survey
action plan from 2016, however this has
subsequently been superseded by the recently
published 2018 survey results published in
October. Consequently, reviewing an action plan
that will be superseded adds no value to the
Health Board and it is too early to review
progress against the 2018 findings and
developed action plans.
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ATTRIBUTE STANDARDS

1000 Purpose, authority Internal Audit arrangements are
and responsibility derived ultimately from the NHS
organisation’s Standing orders and
Financial Instructions. These

arrangements are embodied in the
Internal Audit Charter adopted by the
Audit Committee on an annual basis.

1100 Independence and Appropriate structures and reporting
objectivity arrangements are in place. Internal
Audit does not have any management
responsibilities. Internal audit staff are
required to declare any conflicts of
interests. The Head of Internal Audit
has direct access to the Chief Executive
and Audit Committee chair.

1200 Proficiency and due Staff are aware of the Public Sector
professional care Internal Audit Standards and code of
ethics. Appropriate staff are allocated to
assignments based on knowledge and
experience. Training and Development
exist for all staff. The Head of Internal
Audit is professionally qualified.

1300 Quality assurance Head of Internal Audit undertakes
and improvement quality reviews of assignments and
programme reports as set out in internal

procedures. Internal quality monitoring
against standards is performed by the
Head of Internal Audit and Director of
Audit & Assurance. WAO complete an
annual assessment. An EQA was
undertaken in 2018.

PERFORMANCE STANDARDS

2000 Managing the The Internal Audit activity is managed
internal audit activity through the NHS Wales Shared Services
Partnership. The audit service delivery
plan forms part of the NWSSP
integrated medium term plan. A risk
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based strategic and annual operational
plan is developed for the organisation.
The operational plan gives detail of
specific assignments and sets out
overall resource requirement. The audit
strategy and annual plan is approved by
Audit Committee.

Policies and procedures which guide the
Internal Audit activity are set out in an
Audit Quality Manual. There is
structured liaison with WAO, HIW and
LCFS.

2100 Nature of work The risk based plan is developed and
assignments performed in a way that
allows for evaluation and improvement
of governance, risk management and
control processes, using a systematic
and disciplined approach.

2200 Engagement The Audit Quality Manual guides the
planning planning of audit assignments which
include the agreement of an audit brief
with management covering scope,
objectives, timing and resource

allocation.
23000 Performing the The Audit Quality Manual guides the
engagement performance of each audit assignment
and report is quality reviewed before
issue.
2400 Communicating Assignment reports are issued at draft
results and final stages. The report includes the
assignment scope, objectives,

conclusions and improvement actions
agreed with management. An audit
progress report is presented at each
meeting of the Audit Committee.

An annual report and opinion is
produced for the Audit Committee
giving assurance on the adequacy and
effectiveness of the organisation’s
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framework  of  governance, risk
management and control.

2500 Monitoring progress | An internal follow-up process is
maintained by management to monitor
progress with implementation of agreed
management actions. This is reported
to the Audit Committee. In addition
audit reports are followed-up by
Internal Audit on a selective basis as
part of the operational plan.

2600 Communicating the If Internal Audit considers that a level
acceptance of risks of inappropriate risk is being accepted
by management it would be discussed
and will be escalated to Board level for
resolution.
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AUDIT RESULTS GROUPED BY ASSURANCE DOMAIN

Assurance Audit Overall Not No Limited Reasonable | Substantial
domain Count | rating rated | assurance | assurance | assurance assurance
[
Quality and
Safety 6 .
Corporate o
Governance,
Risk and 8 .3)
Regulatory
Compliance
Financial
Governance
and 3 ‘ f
Management
Strategic
Planning,
Performance
Management 4 .3)
and
Reporting
Information oo
Governance 3 . f
and Security
Operational [ ]
Service and
Functional 3 .3)
Management
Workforce
Management 2 .3)
Capital and o
Estates 5 . f
Management
Key to symbols:
o Audit undertaken within the annual Internal Audit plan including those

issued as draft
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PERFORMANCE INDICATORS

Indicator
Reported to
NWSSP Audit Status Actual Target Red Amber Green
Commiittee
Operational Audit i
Plan agreed for ZI\/(I)élé %er?eo ] I\:'Ztéd Draft plan Fllr;?]l
2018/19 g P
Total assignments
reported against 100% 100% | Y220 | 10%<v<20% | v<10%
adjusted plan for %
2018/19
Report turnaround:
time from fieldwork

v>20

completion to draft 100% 80% o 10%<v<20% | v<10%
reporting [10 0
working days]

Report turnaround:
time taken for

management 62% 80% v>20 10%<v<20% | v<10%
response to draft %
report [20 working

days]

Report turnaround:
time from
management
response to issue of
final report [10
working days]

95% 80% Vi/fo 10%<v<20% | v<10%

Key: v = percentage variance from target performance
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Audit Assurance Ratings

RATING INDICATOR DEFINITION

The Board can take substantial assurance that
arrangements to secure governance, risk management and
internal control, within those areas under review, are
suitably designed and applied effectively. Few matters

Substantial
assurance

) Green * require attention and are compliance or advisory in nature
with low impact on residual risk exposure.

0 The Board can take reasonable assurance that
o 8 arrangements to secure governance, risk management and
gg internal control, within those areas under review, are
o 5 ) + suitably designed and applied effectively. Some matters
© @ Yellow require management attention in control design or
g [ compliance with low to moderate impact on residual

risk exposure until resolved.

The Board can take limited assurance that arrangements
to secure governance, risk management and internal
control, within those areas under review, are suitably
designed and applied effectively. More significant matters
require management attention with moderate impact on
residual risk exposure until resolved.

The Board has no assurance that arrangements to secure
governance, risk management and internal control, within
those areas under review, are suitably designed and applied
effectively. Action is required to address the whole control
framework in this area with high impact on residual risk
exposure until resolved.

Reviews and support provided to management which form
part of the internal audit plan, to which the assurance
definitions are not appropriate but which are relevant to the
evidence base upon which the overall opinion is formed.

assurance

Assurance
not
applicable
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Criteria Substantial Reasonable Limited No
Assurance Assurance assurance assurance

Audit results consideration

Overall results

Assurance =5 green; and

domains

rated green

Assurance <3 yellow; and | =5 yellow; and

domains

rated yellow

Assurance No amber; and | < 3 amber; >5 amber;

domains and and

rated amber

Assurance No red No red <3 red >4 red

domains

rated red

Audit scope consideration

Audit spread All domains No more than | No more than | 3 or more

domain coverage | must be rated | 1 domain not 2 domains not | domains not

rated rated rated

Note: The overall opinion (see section 2.4.2) is subject ultimately to professional
judgement notwithstanding the criteria above.
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R

Confidentiality

This report is supplied on the understanding that it is for the sole use of the
persons to whom it is addressed and for the purposes set out herein. No persons
other than those to whom it is addressed may rely on it for any purposes
whatsoever. Copies may be made available to the addressee's other advisers
provided it is clearly understood by the recipients that we accept no responsibility
to them in respect thereof. The report must not be made available or copied in
whole or in part to any other person without our express written permission.

In the event that, pursuant to a request which the client has received under the
Freedom of Information Act 2000, it is required to disclose any information
contained in this report, it will notify the Head of Internal Audit promptly and
consult with the Head of Internal Audit and Board Secretary prior to disclosing
such report.

The Health Board shall apply any relevant exemptions which may exist under the
Act. If, following consultation with the Head of Internal Audit this report or any
part thereof is disclosed, management shall ensure that any disclaimer which NHS
Wales Audit & Assurance Services has included or may subsequently wish to
include in the information is reproduced in full in any copies disclosed.

Audit

The audit was undertaken using a risk-based auditing methodology. An evaluation
was undertaken in relation to priority areas established after discussion and
agreement with the Health Board. Following interviews with relevant personnel
and a review of key documents, files and computer data, an evaluation was made
against applicable policies procedures and regulatory requirements and guidance
as appropriate.

Internal control, no matter how well designed and operated, can provide only
reasonable and not absolute assurance regarding the achievement of an
organisation’s objectives. The likelihood of achievement is affected by limitations
inherent in all internal control systems. These include the possibility of poor
judgement in decision-making, human error, control processes being deliberately
circumvented by employees and others, management overriding controls and the
occurrence of unforeseeable circumstances.

Where a control objective has not been achieved, or where it is viewed that
improvements to the current internal control systems can be attained,
recommendations have been made that if implemented, should ensure that the
control objectives are realised/ strengthened in future.

A basic aim is to provide proactive advice, identifying good practice and any
systems weaknesses for management consideration.

Responsibilities
Responsibilities of management and Internal Auditors:

It is management’s responsibility to develop and maintain sound systems of risk
management, internal control and governance and for the prevention and
detection of irregularities and fraud. Internal audit work should not be seen as a
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substitute for management’s responsibilities for the design and operation of these
systems.

We plan our work so that we have a reasonable expectation of detecting significant
control weaknesses and, if detected, we may carry out additional work directed
towards identification of fraud or other irregularities. However, Internal Audit
procedures alone, even when carried out with due professional care, cannot
ensure fraud will be detected. The organisation’s Local Counter Fraud Officer
should provide support for these processes.

NHS Wales Audit & Assurance Services Annual Report



Audit Committee
30.5.19

Q GIG Bwrdd lechyd Prifysgol
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b’ N H S University Health Board

To improve health and provide excellent care

Report Title: Internal Audit Progress Report - 15t March 2019 to 20" May 2019
Report Author: Dave Harries, Head of Internal Audit

Responsible Mrs Grace Lewis-Parry, Board Secretary

Director:

Public or In Public

Committee

Purpose of Report:

The progress report is produced in accordance with the requirements
as set out within the Public Sector Internal Audit Standards: Standard
2060 — Reporting to Senior Management and the Board.

The report summarises ten assurance reviews finalised since the last
Committee meeting in December 2018, with the recorded assurance
as follows:

e Reasonable assurance (yellow) — three;

e Limited assurance (amber) — five; and

e Assurance not applicable (blue) — one.

The report also details:

e Reviews issued at draft reporting stage as well as work in progress;
e Follow-up status of one recommendation reviewed in the period; and

e Recommendation for deferment from the plan the review concerning
approval of plans by the Board.

Approval / Scrutiny
Route Prior to
Presentation:

The report has been discussed with and agreed by the Board
Secretary and details the individual opinions issued by internal audit.

Governance issues
| risks:

The report details internal audit assurance against specific reviews
which emanate from the corporate risk register and/or assurance
framework, as outlined in the internal audit plan.

Financial
Implications:

The progress report may record issues/risks, identified as part of a
specific review, which had financial implications for the Health Board.

Recommendation:

The Audit Committee is asked to:
e Receive the progress report; and
e Approve the deferment of the one review from the 2018/19 plan.

Health Board’s Well-being Objectives \ | WFGA Sustainable Development | V
(indicate how this paper proposes alignment with Principle

the Health Board’s Well Being objectives. Tick all (Indicate how the paper/proposal has
that apply and expand within main report) embedded and prioritised the sustainable

development principle in its development.
Describe how within the main body of the
report or if not indicate the reasons for
this.)




1.To improve physical, emotional and mental
health and well-being for all

1.Balancing short term need with long
term planning for the future

2.To target our resources to those with the
greatest needs and reduce inequalities

2.Working together with other partners
to deliver objectives

3.To support children to have the best start in
life

3. Involving those with an interest and
seeking their views

4.To work in partnership to support people —
individuals, families, carers, communities - to
achieve their own well-being

4.Putting resources into preventing
problems occurring or getting worse

5.To improve the safety and quality of all
services

5.Considering impact on all well-being
goals together and on other bodies

6.To respect people and their dignity

7.To listen to people and learn from their
experiences

Special Measures Improvement Framework Theme/Expectation addressed by this paper
http.//www.wales.nhs.uk/sitesplus/861/page/81806

The internal audit progress report provides independent assurance to the Board, through its
Committees, on the effectiveness of the Health Board’s risk management arrangements,
governance and internal controls.

Equality Impact Assessment

The Internal Audit report provides independent assurance to the Board, through its Committees,
on the effectiveness of the Health Board’s risk management arrangements, governance and
internal controls.

This report does not, in our opinion, have an impact on equality nor human rights and is not
discriminatory under equality or anti-discrimination legislation.

Disclosure:
Betsi Cadwaladr University Health Board is the operational name of Betsi Cadwaladr University Local Health Board

Board/Committee Coversheet v9.01 draft
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Introduction

1.

This progress report provides an update to the Audit Committee in respect of the
assurances, key issues and progress against the Internal Audit (IA) Plan for 2018/19
which have been finalised since the last Committee meeting. Final reports detailing
findings, recommendations and agreed actions are issued to the Committee’s
Independent Members through the Deputy Board Secretary.

As a fundamental part of the audit process, agreed actions for limited and no assurance
opinion reviews are followed-up to ensure that the control issues identified have been
reviewed and addressed as appropriate. The follow-up review, by individual
recommendation, is recorded within this report periodically.

Reports Issued

3. A number of reviews have been finalised in conjunction with Health Board
management. A summary of these reviews is provided below in Table 1.

Table 1 — Summary of assurance reviews issued as final

Assurance
Level

£
=
=
0
=

Key Messages

Welsh Risk Pool -
Claims
Management
Standard

Review completed
February 2019
with Executive
approval April
2019

No issues were
identified relating
to reimbursement

duplicate payment
and two payments
that were not

Reasonable

Reimbursement Documentation

We reviewed the relevant documentation for the ten

cases within our sample. We found no issues of

significance with regards to the administration of

reimbursement documentation.

Cost Schedules and Invoice Reconciliation

We reviewed the relevant cost schedules for all

claims within our sample and verified a sample of

copy invoices retained to the cost schedules. The

following findings and limitations were noted:

e We were able to verify and reconcile a sample of
cost schedule costs to retained invoices and

documentation backing documentation for each submissions
but we did within our sample.
identify a e However, we did find two payments that were not

supported by a signed Finance Request Form.

e We also found one duplicate payment in our
sample, whereby an invoice had been paid twice

supported by the (£300).
required LaSPaR
documentation.

We confirmed that all claims within our review
sample had been recorded within LaSPaR.

Policies and Procedures

The Health Board Claims Management Policy
(PTR0O2) was due for review in June 2017. We
confirmed that a newly revised policy document has
been developed and is in the final stages of Health

NHS Wales Audit & Assurance Services

Betsi Cadwaladr University Local Health Board
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Level

Medium
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Key Messages

Board policy approval as at the time of our review |
(pending approval from the January 2019 Quality,
Safety and Experience Committee).

Operational
compliance with
the Standards of
Business Conduct

Review completed
April 2019 with
Executive
approval May
2019

Gaps identified in
mandatory post
holders
completing annual
declarations of
interest;
hospitality
declarations had
limited evidence
provided to the
Deputy Board
Secretary of
Director pre-
approval.

Reasonable

Declarations of Interest
Staff and officers in posts Band 8c and above are
required to complete an annual declaration of
interest. The Health Board's dedicated intranet page
states that "Declarations of Interest need to be
submitted by Board Members and all Staff on pay
band A4C-8C or above (or equivalent) each financial
year, normally at the commencement of the year
even if this is a nil return”.

Our findings [which were based on submissions

made as at 25™ March 2019] note the following:

. Seven hundred and twenty-nine (729)
employees have submitted declarations.

o There has been an increase in posts identified
for completing declarations as we note that the
number of employees has increased to eight
hundred and thirty one (831) from six hundred
and eighty seven (687) employees in 2017/18.

There is an 88% compliance rate concerning

declarations made.

Hospitality Declarations

The electronic register of declarations of hospitality
recorded ninety five (95) submissions made
between 2nd April 2018 and 8th March 2019.

As in previous years a number of these involved
financial sponsorship by private companies
(primarily pharmaceutical) which have enabled
Health Board staff to attend conferences, training
and other events.

Of the ninety-five, sixty nine have been listed as
accepted with comments. For these the Deputy
Board Secretary has requested further information,
which in the main was for the identification of who
had approved the acceptance of this hospitality.
The process of requesting further information was
managed within the electronic system and involved
the generation of an email to the subject completing
the declaration. However it is noted that thirteen
(13) of those contacted in this way had not
responded.

NHS Wales Audit & Assurance Services
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Key Messages

The Office of the Board Secretary will continue to
raise awareness quarterly.

Learning
Disabilities
governance
arrangements

Review completed
January 2019 with
Executive
approval March
2019

Issues of
compliance with
Terms of

Capital systems Reasonable 4 Procedural Framework
Review completed The Finance Capital Management Procedure
March 2019 with (CAP02) supports capital investment protocols and.
Executive ‘sets out the financial controls that should be applied
approval May to all capital schemes; and the management
2019 controls that are appropriate to local capital
Overarching schemes only’. Whilst comprehensive, the
procedure required updating to reflect changes in
procgdure committees and governance arrangements.
requires update to
reflect Bidding
organisation Audit testing identified that the current operational
structure arrangements for the Capital Development
changes; Groups/Teams did not reflect the defined structure
differences noted and processes i.e. the dedicated Capital
in the expected Development Group for Informatics and Innovation
development Investment was absent, and separate groups were
groups. operating within the East Area.
There was also a need to ensure the consistent
attendance (including the respective Chairperson)
and regularity of the Area Capital Development
Groups in accordance with the defined terms of
reference and the requirements of the Capital
Procedure Manual.
Good practice was observed in that standardised
capital bid proformas were available within the
Procedure Manual for Managing Capital Projects and
the Finance Capital Management Procedure (CAP02)
for the submission of capital and equipment bids.
Mental Health and 4 Governance

The Division issued a revised governance structure
in September 2018.

The Division has a Director of Transformation but
we could find no specific reference at tier 2 meeting
which takes forward this agenda.

Tier 1 - Divisional Directors (Operational) and
Divisional Directors (Strategy) footnote

Both meetings have similar ToR; membership;
Chair [Director]; and Vice Chair noted as ‘TBC’. In
addition we noted omissions in membership when
comparing to the minutes - Director of Clinical
Psychology and Medical Director are not recorded as

NHS Wales Audit & Assurance Services
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Key Messages

Reference were
identified across
the groups
reviewed; scrutiny
of the
transformation
agenda was not
evident through
the organisational
structure; QSEEL
agenda is large
and could become
overwhelmed.

members of either group but regularly attend the
meetings.

Neither ToR formally record the established tier 2
groups/meetings that report to them.

We identified two meetings that were not quorate
and therefore any decisions taken should be
reconsidered.

The review also identified no formal reporting,
through a Chair’s report from the relevant tier 2
meetings or the receipt of minutes [as noted in
some tier 2 ToR].

Tier 2 - Quality — Safe, Effective, Experience, and
Leadership Group (QSEEL)

Within the organisational structure, QSEEL has
fifteen established sub-groups, however none of
these are formally noted as reporting to QSEEL in
its ToR.

Whilst reviewing the fifteen sub-groups and their
effectiveness was outside the scope of this review,
our observation of the organogram suggests
maintaining effective scrutiny and monitoring
performance of such a significant number of groups
may not be possible and expose the Division and
Health Board to risk.

There is a cycle of business which we reviewed for
compliance with the agenda shared with us - we
noted a number of variances between expected
agenda items and those actually recorded, coupled
with items on the agenda that did not appear on the
cycle of business.

Tier 2 — Operational Accountability Group (OAG)
Quorum of the meeting states the Chair/Vice Chair
must be present, however the Director of
Transformation chaired the meeting of the 16%
August 2018 - consequently this meeting was not
quorate as neither Chair or Vice Chair attended.

Tier 2 - Strategy and Service Re-design Group
(SSRD)

Within the organisational structure, SSRD has six
established quality and workforce sub-groups,
however none of these are formally noted as
reporting to SSRD in its ToR.

Reporting and assurance arrangements within the
ToR are very detailed [in comparison to others] and
include a number of actions which we would expect

NHS Wales Audit & Assurance Services
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Key Messages

it to receive and consider as opposed to develop.
Quality and Safety
Divisional QSEEL

The Division has established a corporate Quality -
Safe, Effective, Experience, and Leadership Group
(QSEEL) chaired by the Director of Nursing with
eleven specific functions detailed in its ToR. The
organogram details four established (three Area
and one Region) QSEEL meetings with an additional
eleven sub-groups having been established and
reporting to the divisional meeting.

We were advised that the Division had not held a
quality meeting since October 2017 which is why
the division tried to catch all in its first inception.
The inaugural QSEEL meeting commenced following
the 11 months period of not holding this meeting.
Further, we were told it was a divisional priority to
ensure all quality and safety issues outstanding and
current were addressed in this first meeting. As part
of this review, we have not corroborated the lack of
Quality Meeting prior to the new governance
structure.

The governance and reporting arrangements need
refining and revisiting to ensure the divisional
meeting does not become overwhelmed [in both
detail and expectations] as it attempts to ‘catch-all’
matters of quality and safety within the division.
Area and Regional QSEEL

We obtained a sample of agendas for the four
meetings to review HARMS focused areas. We did
not review meetings for compliance with their ToR
or whether meetings were quorate.

The Director of Nursing sent an email on the 9%
September 2018 to a number of officers, under the
subject heading of "Harms Dashboard data via
IRIS”; the content stated:

Dear All
Please can you confirm you are reviewing the harms
dashboard accessed via this link

http://bcuiris.cymru.nhs.uk/IRIS/Nursing.aspx
This will need to be a standing agenda item on local
Q-SEEL from September, please can you ensure
this is included in the monthly business cycle.

NHS Wales Audit & Assurance Services
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In reviewing agendas provided since this email was
issued we noted:

e West and East QSEEL meetings did not have
HARMS on their agenda;

e Central QSEEL included only this email at its
meeting of the 3™ October 2018 under Agenda
Item 20181003.10 - For Information;

e Regional Services QSEEL meetings of 10%
September and 15t October 2018 both have
HARMS dashboard as an agenda item; 10%
September 2018 - Minute 20180910.4 states
"Reviewed and agreed that all inpatient services
for RSS are captured.”; 1%t October 2018, Agenda
Item 20181001.5.5 - HARMS dashboard has no
paper included.

Performance

The Division has established the Operational
Accountability Group (OAG) which has a broad role
from financial planning and monitoring to
performance management - The Director of
Operations and Service Delivery chairs this
meeting.

The Chair is very active in the meeting with a
number of actions assigned to them - There is
limited evidence in the minutes that other members
challenge on performance.

In reviewing the latest agenda and draft minutes we
received [18%" October 2018], focusing solely on
performance, the minutes recorded delayed
transfers of care; PADR; Mental Health Measure;
sickness; but were scant in detail where the
relevant Performance Report was included. We were
also unclear from the minutes what steps were to
be taken to improve performance and whether the
actions recorded were robust to deliver
improvement.

Corporate 5
Legislative
Compliance:
Nurse Staffing
Levels (Wales) Act
2016

Review completed
January 2019 with
Executive

The Nurse Staffing Levels (Wales) Act 2016 became
law in Wales from 2016 and was implemented in
April 2018. The Act requires Health Service bodies
to make appropriate provision for nurse staffing
levels wherever nursing services are required and
to ensure they provide sufficient nurses to ensure
patients are treated sensitively.

Person designate

Section 25B (1) (a) requires the Health Board to

NHS Wales Audit & Assurance Services
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approval April
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The review
identified the
Board reporting
was in accordance
with expectations
however we
identified
inconsistent use
of Safecare and
gaps in e-
rostering data.

Assurance

Level

Medium
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Key Messages

designate a person with sufficient seniority to be
responsible for the calculation of nurse staffing
levels. The Health Board has assigned this role to
the Executive Director of Nursing and Midwifery [on
behalf of the Chief Executive].

Board responsibilities

Under Section 25A of the Act the Board have a
responsibility to ensure compliance with the Act.
Under Section 25B and 25C of the Act the Executive
Directors of Nursing, Finance, Workforce and
Operations have a responsibility to provide
evidence and professional opinion to the Board
regarding nurse staffing levels. We have been
advised that some responsibilities have been
transferred to the Director of Secondary Care
however this officer is not an Executive Director [as
required by the Act].

Triangulated approach

The Acute Skill Mix Review for Secondary Care
dated December 2017 ensured compliance with the
Chief Nursing Officer All Wales Nursing Act 2016
use of a triangulated approach to the calculation of
nurse staffing levels in line with Welsh Government
requirements.

Operational Framework

Operational Guidance is in place supporting
Statutory Guidance and legislation. Our review of
the Health Board’s Nurse Staffing Level (NSL) and
Escalation Plan: Acute Services Policy identified that
the Policy has not been updated to reflect the
reallocation of the roles and responsibilities
following changes to the senior corporate
management structure. We found that the policy
does not clearly provide guidance on documenting
the occasions when the Nursing Staffing Levels do
not meet minimum standards.

Board Reporting

There is evidence of six monthly staffing reviews to
comply with the Act and Health Board
requirements.

Identification of Wards

We established that the Health Board has identified
twenty-one adult acute medical and seventeen
surgical inpatient wards in line with the
requirements of Section 25B of the Act.

NHS Wales Audit & Assurance Services

Betsi Cadwaladr University Local Health Board




Internal Audit Progress Report Page | 10

Assurance
Level

Key Messages

Medium

Ward Compliance with the Act

A sample of six wards were reviewed across the
three District General Hospital’'s (DGH’S) and
included both medical and surgical wards. The
following findings were noted:

e Safecare training was up to date for wards
reviewed in Ysbyty Gwynedd (YG) and Ysbyty Glan
Clwyd (YGC);

e Staffing levels had been calculated and agreed by
the Board in December 2017 and reviewed as part
of the bi-annual audits of NSL;

e A humber of wards were not populating the e-
rostering system with the approved NSL or using
the shift times used to calculated the staffing
levels;

¢ Policy does not provide clear guidelines on the use
of Safecare. Information generated from the
Safecare system identified a number of missing
entries; reported breaches of the NSL but no
corresponding information noted as the
professional judgement taken to address the
breach; a patient fall that had not been reported
on Safecare as a result of unsafe staffing levels
but was not evident on the Breach report with
information taken directly from Datix (incident
reporting system); harms as a result of unsafe
NSL noted on the West Area Breach report but not
recorded on Safecare;

e One ward noted 4 major breaches in July 2018
(not date specific) on the Breach report. All were
NSL related but had not been recorded on
Safecare as Red flag events and no mitigation or
professional judgement was evident.

e One ward noted a Red flag event on the Safecare
system on the 17th June 2018 noting a patient fall.
This fall was not on NSL Breach report (we were
given to understand this information was taken
directly from Datix);

Health Board Reporting Systems

Audit sample testing of information from e-

rostering, identified a number of the wards were not

using the nurse staffing levels approved by the

Board or the shift times used to calculate the nurse

staffing levels.

Case 2 | 2 | - | Non-Medical and Dental Staff

NHS Wales Audit & Assurance Services Betsi Cadwaladr University Local Health Board
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management and
disciplinary
process

Review completed
February 2019
with Executive
approval April
2019

Timelines for
recording
investigation
start/end date
were not routinely
captured thus
undermining the
ability of
Workforce and
Organisational
Development to
report on the
efficiency of the
process.

Assurance
Level

Medium
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Key Messages

The review considered a random sample of twenty
ongoing cases made up of twelve disciplinary cases.
Reviewing these cases against the scope of the
review based on the requirements set-out in the all-
Wales Disciplinary Policy (WP9), the findings were
as follows:

Training for Investigating Officers (I10)

Most internal Investigating Officers have completed
the A Step into Management (ASiM) Investigations
module, however we are unclear whether all officers
assigned investigations have completed this
training. External IO’s will not have been allowed
to conduct any investigations until the Head of
Workforce: Mental Health has personally trained
them. This training is conducted over a whole day
in groups.

Scope of Investigation provided at the outset
Based upon the evidence viewed, we did not identify
a clear, formalised scope provided to investigating
officers prior to commencing the investigation -
Whilst we recognise the investigation will be the
driver, no formalised scope is detailed to ensure the
IO remains ‘in scope’ and does not deviate from the
allegation. There is a COM1 form for the
Commissioning of Employee Relations Investigation
(WP9a Appendix 2 - Responsibility Matrix
Disciplinary Policy) which is completed to initiate the
investigation and used to facilitate a conversation
and provide structure for the I0O.

We have been informed that the Investigation
Commissioning Form (COM1) form is not mandatory
and would not be held on the disciplinary file.

The COM1 form includes key fields relating to the
investigation including:

e Date investigation commissioned;

e Expected duration;

¢ Allegation(s) to be investigated; and

e Documentary evidence to be examined.

We did not view any COM1 form for the sample
reviewed.

Investigation timeline

As investigation times are not always recorded they
cannot be measured. From our sample of both open
and closed cases, we were unable to identify the

NHS Wales Audit & Assurance Services
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investigation start and if applicable end date - the

absence of this data undermines the ability of

Workforce and Organisational Development

Directorate to report on the efficiency of the

process.

Delivery Timeline set

The Letter sent out upon initiation of a formal

investigation from the Manager to the Investigating

Officer clearly sets out expectations of the role.

Workforce systems do not record all of this data and

as a result we are unable to ascertain the reasons

where delays in the process are occurring.

Monitoring the delivery of ongoing cases

All employment cases are recorded within Electronic

Staff Record system (ESR) and monitored by

Workforce via a spreadsheet using exported data

from ESR; there was no evidence from the results

of the review that the spreadsheet is routinely

updated or details provided as to why the cases

were taking longer than the three month expected.

Medical and Dental Staff

When any concerns arise with medical and dental

staff the Health Board will invoke the Upholding

Professional Standards in Wales (UPSW) procedure

which supersedes the WP9 Disciplinary Policy and

WP9a Guidelines for Managers to Support the All

Wales Disciplinary Policy.

UPSW procedure sets out the way by which Health

Boards in Wales address concerns about capability,

performance and conduct for all employed doctors

and dentists.

We reviewed the internal process for a sample of six

concerns. Internal management reports identified:

e One case is over four years old;

e One case does not have a clear start date;

e Two cases are over eleven months old;

e One case has a recorded update date eight days
prior to the case start date;

e Only one of the four UPSW cases had a Board
Member allocated; and

e Two cases had not been allocated Investigating
Officer.

We were advised that there were no medical and

dental staff under investigation under UPSW on

NHS Wales Audit & Assurance Services
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Assurance
Level

Key Messages

Medium

"gardening leave" at the time of the review - We
did not corroborated this assertion.

At the time of the review Medical Workforce had
only three representatives who are fully trained and
experienced to support such cases.

Review completed
April 2019 with
Executive
approval May
2019

Implementation of
the continuity
plans is
progressing well;
Pre-planned
operational
testing of plans is

Revenue Business 1 Each year the Health Board engages in numerous
cases service and/or workforce development projects to
Review completed del_lver beneﬁt; t.hat support key organlsgtlongl
Apri . objectives. It is imperative that each project is
pril 2019 with i .
Executive backed by a robust business case which clearly and
approval