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Introduction

Purpose of the Auditor’s Annual Report

This report brings together a summary of all the work we have undertaken for Torbay and South Devon Foundation NHS Trust during 2023/24 as the
appointed external auditor. The core element of the report is the commentary on the value for money (VfM] arrangements. Here we draw the
reader’s attention to relevant issues, recommendations arising from our work and how the Trust has responded to recommendations made in
previous years. The responsibilities of the Trust are set out in Appendix A.

Responsibilities of the appointed auditor

Opinion on the financial statements Value for money Other powers
Auditors provide an opinion on the financial statements We report our judgements on Auditors of a Foundation Trust have a
which confirms whether they: whether the Trust has proper duty to consider whether there are any
. . . . . arrangements in place issues arising during their work that
* give a true and fair view of the financial position of g e .
. . regarding arrangements indicate possible or actual unlawful
the Trust as at 31 March 2024 and of its expenditure - : . .
. under the three specified expenditure or action leading to a
and income for the year then ended g " .
criteria: possible or actual loss or deficiency that
* have been properly prepared in accordance with . . s should be referred to the relevant NHS
. . . . * financial sustainability
international accounting standards as interpreted regulatory body.
and adapted by the Peportment of Health and Sociall * governance Auditors of Foundation Trusts also have
Care Group Accounting Manual 2023/24, and . . .
* Improving economy, the duty to consider whether to issue a
* have been prepared in accordance with the efficiency and report in the public interest (PIR), where it
requirements of the National Health Service Act 2006. effectiveness is appropriate to do so

We also consider the Annual Governance Statement, the
relevant disclosures within the Annual Report including
the remuneration report and undertake work relating to
the Whole of Government consolidation exercise.

The Value for Money Auditor responsibilities are set out in Appendix B.
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Executive summary

Under Schedule 10 paragraph 1(d) of the National Health Service Act 2006, we are required to be satisfied whether the Trust has made
proper arrangements for securing economy, efficiency and effectiveness in its use of resources (referred to as Value for Money). The
National Audit Office (NAO) Code of Audit Practice (‘the Code'], requires us to assess arrangements under three areas as set out below. @

Financial sustainability

We h let it of
The Trust continues to face challenges with its financial sustainability in the short and medium term. In 2023/24 the Trust delivered Ye have compe ed our audit o gour
financial statements and plan to issued an

a deficit in the financial statements of £64.4im, which, after financial performance adjustments, produced an adjusted deficit of unaualified audit oninion bu the
£26.9m. This in line with the £27m plan, which had been adjusted in-year following receipt of non-recurrent funding. As at the 2 sugmission deodlinz of 28 Jgune 2024, Our
May 2024, the Trust has submitted a £46.7m deficit plan for 2024/25, which includes a significant savings plan of £39.9m, Fow . L

. . . . - Lo . . findings are set out in further detail on
equating to 6% of operating expenditure. We have identified a significant weakness in how the Trust plans and manages its aaes 8 and 9 with further detail within
resources to ensure it can continue to deliver its services, including its medium-longer term planning, Cost Improvement fhegAudit Findinas Report
Programme (CIP) identification and delivery, and NOFU4 financial exit criteria. We have therefore raised one key recommendation 9 port.
and two improvement recommendations which have been accepted by management.

Governance

Trust Board Assurance Framework (BAF) consolidates strategic risk information and aligns with Trust’s risk management policy.
The Trust's Risk Management Policy outlines approaches and accountability, with risks recorded in the Datix system and reviewed
by sub-committees before Board presentation. From our work the Trust has evidenced appropriate arrangements in place to
monitor and maintain standards, such as meeting legislative and regulatory requirements.

Our work has not identified evidence of significant weaknesses within the arrangements in place. We note that a number of
recommendations made in 2022/23 have been substantially repeated this year, over the three subject areas (see page 27-28). Itis
important that progress is made to action these in 2024/25 and this is tracked by the Audit and Risk Committee.

Improving economy, efficiency and effectiveness

{é}i The Trust delivers operational performance reporting to the Board through the Chief Operating Officer report and the Integrated
Performance Report. The Trust remains in Tier 1 oversight for Referral to Treatment and Urgent and Emergency Care operational
performance. The Trust is currently executing three COQC action plans in response to Well-led, Maternity, and Joint Targeted Area
inspections conducted in 2023. Governance oversight is being effectively managed through care group-specific assurance
committees. Overall, the Trust has appropriate oversight mechanisms in place for procurement, it’s plans for a new Electronic
Patient Record and New Hospital Programme. Our work has not identified any evidence which leads us to conclude that there are
significant weaknesses present. However, we have raised two improvement recommendations which [have] been accepted by

management. 4

© 2024 Grant Thornton UK LLP. Torbay and South Devon NHS Foundation Trust - Auditors Annual Report | June 2024 5



Commercial in Confidence

Executive summary (continued)

Overall summary of our Value for Money assessment of the Trust’s arrangements

Criteria 2023/24 Risk assessment 2023/24 Auditor judgement on arrangements 2022/23 Auditor judgement on arrangements

Significant weaknesses in arrangements for financial
sustainability identified and two key recommendations
made relating to ensuring there are plans in place to

Significant weakness in arrangements for financial sustainability
identified in relation to how the Trust plans and manages its

Risk of significant weakness with resources to ensure it can continue to deliver its services. A key . : . . R
! . . , achieve medium/longer-term financial sustainability, and
. . regard to the Trust's recommendation has therefore been made relating to the Trust’s . o .
Financial o P . o . . deliverability of the 2023/24 savings plan. We have also
N arrangements to secure approach in identifying, assessing and monitoring CIP savings, its . . .

sustainability . . R . . . . . . raised one improvement recommendation.

financial sustainability has been Medium-Term Financial Planning and developing a robust action

identified. plan relating to the Trust’s National Oversight Framework rating

These are included within Appendix C, with both key
recommendations re-raised in the new key
recommendations for this year.

of 4 (NOFY4). We have also raised 2 improvement
recommendations. Refer to pages 12-15 for more detail.

. No significant k i ts identified, but
No risk of significant weakness o significant weaknesses in arrangements identified, bu

. , No significant weaknesses in arrangements identified, but one one improvement recommendation was made relating to a
with regard to the Trust's . . - ) .
Governance A improvement recommendation has been made to support the A review of the Trust’s key policies and procedures to ensure
governance arrangements has . . .
. . Trust in improving arrangements. these are up-to-date and review dates are scheduled and
been identified..
adhered to.
. L No significant weaknesses in arrangements identified, but two
. No risk of significant weakness . .
Improving . . improvement recommendations have been made to support the
with regard to the Trust's . . . . C . . .
economy, Trustin enhancing its operations. These include the Trust No significant weaknesses in arrangements identified, but

economy, efficiency and A
effectiveness arrangements has
been identified.

efficiency and
effectiveness

including data quality indicators to its Integrated Performance two improvement recommendations made.
Report and ongoing enhanced oversight for Urgent and
Emergency care improvement plans.

G | No significant weaknesses in arrangements identified or improvement recommendation made.
A No significant weaknesses in arrangements identified, but improvement recommendations made.

- Significant weaknesses in arrangements identified and key recommendations made.
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Opinion on the financial statements

Audit opinion on the financial statements

We plan to issue an unqualified opinion on the Trust’s financial statements by the
submission deadline of 28 June 2024.

The full opinion is included in the Trust’s Annual Report for 2023/24, which can be
obtained from the Trust’s website.

Grant Thornton provides an independent opinion on whether the Trust’s
financial statements:

* give a true and fair view of the financial position of the Trust as at 31 March 2024
and of its expenditure and income for the year then ended

* have been properly prepared in accordance with international accounting
standards as interpreted and adapted by the Department of Health and Social
Care Group Accounting Manual 2023/24, and

* have been prepared in accordance with the requirements of the National Health
Service Act 2006

We conducted our audit in accordance with:

* International Standards on Auditing (UK)

*  the Code of Audit Practice (2020) published by the National Audit Office, and
* applicable law

We are independent of the Trust in accordance with applicable ethical requirements,
including the Financial Reporting Council’s Ethical Standard.

© 2024 Grant Thornton UK LLP.

Findings from the audit of the financial statements
The Trust provided draft accounts on the day following the national deadline.

Draft financial statements were of a reasonable standard, although some areas had not been
updated by the Trust due to time constraints.

There were issues with the timely receipt of certain working papers and evidence to support
testing.

We expect to issue the opinion on the financial statements in line with the national timetable

No adjustments were made to the financial statements that impacted on the Trust’s reported
deficit for the year. Although a number of disclosure changes were made, the majority relating to
the disposal of the Trust’s pharmaceutical manufacturing division.

Further details are set out in our Audit Findings Report, available on request from the Trust.

Audit Findings Report

We report the detailed findings from our audit in our Audit Findings Report. A final version of our
report is to be presented to the Trust’s Audit and Risk Committee on 25 June 2024. Requests for this
Audit Findings Report should be directed to the Trust.

Torbay and South Devon NHS Foundation Trust - Auditors Annual Report | June 2024 8
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Other reporting requirements and use of

auditor's powers

Remuneration and Staff Report

Under the Code of Audit Practice (2020) published by the National Audit Office, we are
required to audit specified parts of the Remuneration and Staff Report included in the Trust’s
Annual Report for 2023/24. These specified parts of the Remuneration and Staff Report have
been properly prepared in accordance with the requirements of the Department of Health
and Social Care Group Accounting Manual 2023/24.

Annual Governance Statement

Under the Code of Audit Practice (2020) published by the National Audit Office, we are
required to consider whether the Annual Governance Statement included in the Trust’s
Annual Report for 2023/24 does not comply with the guidance issued by NHS England, or is
misleading or inconsistent with the information of which we are aware from our audit. We
have nothing to report in this regard.

Annual Report

Under the Code of Audit Practice (2020) published by the National Audit Office, we are
required to consider whether, based on the work undertaken in the course of the audit of the
Trust’s financial statements for 2023/24, the other information published together with the
financial statements in the Trust’s Annual Report for 2023/2\ is consistent with the financial
statements. We have nothing to report in this regard.

Whole of Government Accounts

To support the audit of Consolidated NHS Provider Accounts, the Department of Health and
Social Care group accounts, and the Whole of Government Accounts, we are required to
examine and report on the consistency of the Trust’s consolidation schedules with their
audited financial statements. This work includes performing specified procedures under
group audit instructions issued by the National Audit Office. Our work did not identify any
significant issues.

© 2024 Grant Thornton UK LLP.

We bring the following matters to your attention:
Referrals to the relevant regulatory body

We did not make a referral under Schedule 10 paragraph 6 of the National Health Service Act
2006. We do not consider that any unlawful expenditure has been made or planned for.

Public Interest Report

Under Schedule 10 paragraph 3 National Health Service Act 2006, auditors have the power to
make a report if they consider a matter is sufficiently important to be brought to the
attention of the audited body or the public as a matter of urgency, including matters which
may already be known to the public, but where it is in the public interest for the auditor to
publish their independent view.

We did not issue a report in the Public Interest with regard to arrangements at Torbay and
South Devon NHS Foundation Trust for 2023/24.

Torbay and South Devon NHS Foundation Trust - Auditors Annual Report | June 2024 9
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The current NHS landscape

&

National context

In 2023/24, the NHS has continued to show commitment to patient care and service delivery. Advancements in digital health technologies including virtual wards have the potential to support
service redesign, reduce waiting times, and improve patient outcomes. Data published by NHS England in April 2024 indicates that performance against key metrics for elective waiting times,
diagnostic tests access, and AGE 4 hour waits all improved year on year, though performance is still some way from target. These achievements demonstrate the resilience and adaptability of
NHS staff amidst ongoing pressures.

Integrated Care Systems, established on 1July 2022, remain at varying stages of maturity. Some systems have developed changes to patient pathways designed to improve outcomes, create
efficiencies, tailor services to the needs of their local population and address local health inequalities. Most systems continue to face significant challenges, including workforce shortages,
rising demand for healthcare services, and efficient resource management, all resulting in financial sustainability uncertainties.

Pay and productivity remain key challenges nationally. Staffing numbers have increased significantly since 2019/20 with staff costs now exceeding the funding available in many systems,
exacerbated by industrial action costs. At the same time, activity growth has not kept pace, leaving a “productivity gap” that is not yet fully understood. This is further hampered by staff
absences and pressures in social care staffing. NHS England has requested that all systems formally review the workforce increases seen over recent years. Many NHS bodies are already
recognising an urgent need to manage down their temporary and agency staff costs, and recruit and retain the substantive staff they need to deliver services. There also needs to be a
continued focus on quality and ensuring system governance is sound. Learning from public inquiry reports and maintaining high standards of behaviour is key to improving patient safety
and building public trust.

These challenges are likely to make 2024/25 another challenging year for all local health services. However, the NHS is focusing on the recovery of core services through continuous
improvement in access, quality, and productivity whilst transforming the way care is delivered and creating stronger foundations for the future.

Local context

Torbay and South Devon NHS Foundation Trust (T&SD or the Trust) provide a range of health and social care services, becoming the first NHS organisation in England in 2015 to join-up
hospital and community care with social care. The Trust provides a broad range of acute hospital services from Torbay Hospital as well as services from five community hospitals, stretching
from Dawlish to Brixham. Like many healthcare providers, T&SD has continued to face significant operational and financial challenges in 2023/24.

The wider Devon Integrated Care System (ICS) also faces significant challenges, both in terms of operational and financial performance with an underlying financial deficit of c.£350m
coming into 2024/25. The system and its acute Trusts remain within category 4 of the NHS Oversight Framework (NOF), with metrics agreed with NHSE to improve performance grouped under
5 themes - leadership, strategy, urgent elective care (UEC), elective recovery and finance. The T&SD NOFUY4 exit metrics - covering UEC, elective recovery and finances metrics - are reported in
the Trust Integrated Performance Report and are subject to final agreement with NHSE in respect of 2024/25 targets.

It is within this context that we set out our commentary on the Trust’s value for money arrangements in 2023/24 and make recommendations where any significant weaknesses or improvement
opportunities in arrangements have been identified to support management in 20214/25.

© 2024 Grant Thornton UK LLP. Torbay and South Devon NHS Foundation Trust - Auditors Annual Report | June 2024 "
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Commentary on arrangements

Assessment

identifies all the significant financial
pressures that are relevant to its short
and medium-term plans and builds
these into them

The Trust’s financial plan for 2024/25 and Medium-Term Financial Plan (MTFP) demonstrate the Trust continues to face significant
financial pressures in the short and medium term. In 2023/24, the Trust achieved a deficit of £26.9m (after adjustments for
financial performance), which closely aligned with the agreed plan with the ICS following an in-year re-forecasting exercise. This
exercise was conducted to recognise the financial challenges facing the Trust, and the deficit was in line with the £27.0m control
total deficit. As part of the 2 May 2024 NHSE planning submission, the Trust has set a £146.7m deficit plan for 2024/25. This
includes a challenging £39.9m Cost Improvement Programme (CIP) savings target, equating to 6% of operating expenditure. We
have raised one key recommendation which encompasses the short and medium-term financial pressures faced by the Trust.

plans to bridge its funding gaps and
identify achievable savings

In our 2022/23 Annual Auditors Report (AAR), we raised a key recommendation focusing on further development of the £46.6m CIP
programme, and for the Trust to continue to assess the level of risk associated with it. In 2023/24 the Trust delivered £39.7m of
these required savings. Due to the scale of the savings required in 2024/25 (as set out above), the current level of risk associated
with the delivery of the savings (plans are covered on page 13) and in the context of historical delivery, we consider this to be a
significant weakness and have referred to this in our key recommendation.

plans finances to support the
sustainable delivery of services in
accordance with strategic and
statutory priorities

In our 2022/23 AAR we recommended that the Trust continued enhanced oversight of areas highlighted by the CQC and NHSE
until sustained improvement in performance was achieved. In year, it has been noted that the Trust has faced significant financial
and operational pressure, encountering challenges related to both national and local factors in improving these exit criteria
metrics. We recommend prioritising sustained improvement in financial metrics, specifically NOF4 (when new guidance is
released), by developing a robust NOFk4 financial action plan.

ensures its financial plan is consistent
with other plans such as workforce,
capital, investment and other
operational planning which may
include working with other local public
bodies as part of a wider system

We found that the Trust’s Operational Plan for 2024/25 aligns with the Trust's objectives, with considerations given to elements
such as workforce, capital, investment, and demand pressures and being incorporated into the Business and Operational
Planning process, which the Trust have worked extensively on for 2024/25. We have proposed one improvement recommendation
for the Trust to enhance the detail of financial information in its Monthly Finance report.

Commercial in Confidence

identifies and manages risk to financial
resilience, e.g. unplanned changes in
demand, including challenge of the
assumptions in underlying plans

From our review, we have concluded that the Trust’s arrangements to identify and manage risks to financial resilience requires
further improvement. During 2023/24, the Trust updated its Risk Appetite document, which summarises its Risk Management
Framework. The mitigation and actions taken in 2023/2Y4 to manage financial risks has resulted overspends in clinical supplies,
high-costs drugs and higher than planned social care spend (volume and increase complexity). Cost overruns have led the Trust
to deviate from plan, prompting a re-forecasting exercise and necessitating additional non-recurrent funding from the ICS to
mitigate the risk to financial resilience.

G | No significant weaknesses in arrangements identified or improvement recommendation made.

A No significant weaknesses in arrangements identified, but improvement recommendations made.

- Significant weaknesses in arrangements identified and key recommendations made.

© 2024 Grant Thornton UK LLP.

Torbay and South Devon NHS Foundation Trust - Auditors Annual Report | June 2024



Commercial in Confidence

Financial sustainability (continued)

Significant weakness identified

T&SD submitted a draft plan proposing a deficit of £66.2m for 2023/2l in February 2023 (£145m system deficit) which was rejected by NHSE due to the size of the deficit and lower than
acceptable performance outcomes. Following further iterations and NHSE, system and Trust engagement, the plan was approved by the Trust Board in April 2023 and finalised o £32.6m
deficit for 2023/24, which was part of a system deficit plan of £42.3m. In year, the Trust updated its forecast outturn and set a revised 2023/24% control total of £27m, which had been

adjusted with £13.2m of non-recurrent funding support from the ICS in the final quarter of the year.

The Trust achieved this control total, reporting a deficit of £64.4m, adjusted to £26.9m for financial performance adjustments. Drivers of the deficit position were adverse cost for clinical

supplies, high-costs drugs and higher than planned social care spend (volume and increase complexity), the costs of Industrial Action and the excess cost of inflationary pressures. The Trust
has set a £46.7m deficit plan for 2024/25 following the NHSE planning submission on 2 May 2024, which includes a demanding £39.9m CIP programme. The graph below shows the ongoing
demand for the Trust to deliver extensive CIP programmes, underpinned by a worsening deficit position. We consider that the Trust’s arrangements in how it plans and manages its resources

to ensure it can continue to deliver its services are evidence of a significant weakness in financial arrangements and have made a key recommendation on page 15.

Savings (CIP) delivery and planning for 2024/25

In our 2022/23 AAR, we raised a key recommendation relating to the development of the
2023/24 CIP programme and need for ongoing risk assessment.

In 2023/24 the Trust reported delivery of £39.7m efficiency savings against a £46.6m
target. This delivery equated to 85% of the total CIP programme target. Of the efficiency
programme delivered; recurrent plans equated to £27.4m of delivery, with £12.3m being
non-recurrent initiatives. Under-delivery of the CIP target was driven by strategic ICB
collaborative schemes, which delivered £66k against a total of £10.5m. These CIP
programmes have been carried forward into 2024/25.

The 2024/25 plan, submitted on 2 May 2024, is supported by a £39.9m CIP efficiency
programme, representing 6% of the Trust's total operating expenditure, aligning with
national standards for other Trusts. Of the £39.9m, a significant proportion of these
schemes are currently rated as high-risk (£21.5m), with £13.1m classed as medium risk, and
£5.2m as low risk.

When reviewing the status of these plans, £5m are commented as ‘Fully Developed’, with
£18.9m as ‘Plans in Progress, £9m as ‘Opportunity” and £6.9m yet to be identified by the
Trust. Furthermore, the Trust have planned for £7.9m worth of non-recurrent schemes, with
£31.9m of recurrent efficiency saving benefits.

The scale of savings required in 2024/25, coupled with the historic nature of under delivery
of cost improvement schemes, has led us report a significant weakness and our key
recommendation on page 15 includes management actions related to savings.

© 2024 Grant Thornton UK LLP.
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Financial sustainability (continued)

Medium Term Financial Planning

The underlying deficit of the Trust has deteriorated from ¢.£58.9m in 2022/23, to c.£71m coming
out of 2023/24. In our 2022/23 AAR, we raised a key recommendation for the Trust to develop @
credible medium term financial plan to provide assurance on achieving reported/underlying
breakeven position in the next 3-5 years.

As part of our review, we have been provided with Medium Term Financial Plans, with iterations
produced in September 2023 as part of a system wide initiative to understand the longer-term
financial challenge of the Devon ICS. On review and in discussion with management, this is the
latest iteration of the plan, which does not currently reflect the scale of underlying deficit
coming out of 2023/24.

We consider that arrangements to develop and periodically update and monitor this document
could further be embedded into the financial practices of the Trust to ensure that it continues
to accurately reflect the future financial sustainability.

Our key recommendation includes a management action for the Trust to establish a robust
monitoring and evaluation methodology to develop a Medium-Term Financial Plan (MTFP) and
ensure ownership of the Trust’s medium to longer-term financial position.

National Oversight Framework (NOF) Exit Strategy

In our 2022/23 AAR we recommended that the Trust continue enhanced oversight of areas
highlighted by the COC and NHSE until sustained improvement in performance was achieved.

The Trust was placed in SOFY4 (now known as NOFY4) by NHSEI in August 2021 and it continues
to report its performance against agreed exit criteria through the Integrated Performance
Report (IPR]) to the Finance, Investment and Infrastructure Committee and Trust Board. From
our last review, the Trust’s forecasted position was to leave NOF4 by quarter 1 of 2024/25. Our
review indicates that the Trust has encountered difficulties in meeting the forecasted position
and has not consistently achieved the NOFY exit criteria.

This assessment highlights the ongoing challenges in achieving financial sustainability and
underscores the importance of continued enhanced oversight, particularly in addressing the
areas to support exit from NOFUY. It is crucial for the Trust to focus on sustained improvement to
ensure its long-term financial viability.

In our conversations with Management at the Trust, the agreement of NOFU4 criteria for 2024/25
is still under discussion with NHSE. Once agreed, we include in our key recommendation that
the Trust should devise a robust plan to target improvement against the metrics within a
realistic timeframe, creating a clear roadmap for sustained improvement

© 2024 Grant Thornton UK LLP.

Conclusion

Based on the work undertaken, we have raised one significant weakness regarding how the
Trust plans and manages its resources to ensure it can continue to deliver its services.

Key Recommendation 1:

We recommend the Trust takes a more proactive approach to its short term-medium
financial planning to help achieve financial sustainability, this includes;

Establish a rigorous in-year process for identifying savings schemes, which

focuses on recurrent savings and multi-year programmes to deliver realistic and
achievable targets.

Develop a comprehensive approach to medium-term financial planning

Prioritise sustained improvement in financial metrics, specifically NOFL4.

Approach

To supplement these recommendations, the Trust should;

implement a comprehensive CIP identification system to seek out recurrent and multi-year
savings schemes.

Form a robust monitoring and evaluation methodology to develop an MTFP and ensure
ownership of the Trust's financial position, allowing this to remain an up-to-date document
to support decision making; and

Develop a NOF4 financial action plan with a planned roadmap and key milestones, once
updated criteria are set with NHSE.

Torbay and South Devon NHS Foundation Trust - Auditors Annual Report | June 2024
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Financial sustainability (continued)

Areas for improvement
Cash Management

From conversations with management, and review of the Trusts financial information, the
cash position has been an area of increased risk focus for the Trust. Access to capital and
revenue Public Dividend Capital (PDC) support prior to the sale of Torbay Pharmaceuticals
Ltd (TP) remained critical for the Trust’s cashflow. The Trust received £13.2m of additional
NHSE funding support to help alleviate pressures in February and March 2024, which
reduced the Income and Expenditure planned deficit from £32.6m to £19.4m. From our review
of Finance and Performance committee papers, it is likely that the Trust will need additional
cash support for 2024/25 from NHSE to support its continuing operations.

Following an internal review at the Trust, it was found that the arrangements for the
monitoring and evaluation of the cash position could be improved. Due to this, and with the
guidance of the new Chief Finance Officer, a Cash Committee has been set up to
understand both grip and control of the cash balances of the Trust. Internal Audit are to
review this new arrangement in 2024/25 to highlight the effectiveness of arrangements.

Reporting of Financial Information

In our 2022/23 AAR we recommended that the Trust add additional information on CIP
delivery in the finance report to the Finance and Performance Committee. Based on our
review this year, there is still scope for further improvement to the monthly finance report.
Currently, it is broken down into areas, such as ERF Income and Activity position, IGE, CIP
programme delivery, Cash Position and Balance Sheet. From our review of other Trusts
Monthly finance reports, T&SD would benefit from a more structured approach to its
reporting. This will include key summaries of subject areas, drivers of the performance
(including triangulation to workforce and activity information) and additional commentary,
with clear articulation of risks and noting mitigating actions.

Improvement recommendation 1- We recommend that the Trust continues to improve
cash flow forecasting and cash management. Given the underlying deficit, it is crucial for
the Trust to focus on embedding processes for monitoring, evaluating, and mitigating
future liquidity risks.

Improvement recommendation 2 - We suggest that the Trust redesigns its Monthly
Finance Report pack to enhance readability and furnish decision makers with a more
comprehensive set of financial information. This should include key subject area
summaries which highlight key drivers of performance (triangulated to operational,
activity and workforce drivers), with clear articulation of risks and noting mitigating
actions.

© 2024 Grant Thornton UK LLP.
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Governance

We considered how the Trust: Commentary on arrangements Assessment
monitors and assesses risk and how the The Trust has systems in place to monitor and assess risk, including through its Board Assurance Framework. During 2023/24,

Trust gains assurance over the effective the Trust updated its risk appetite, which summarises its Risk Management Framework. The Trust has an appropriate internal

operation of internal controls, including audit function to gain assurance over the effective operational of internal controls. We can confirm there is sufficient evidence to A

arrangements to prevent and detect fraud confirm that arrangements in place are appropriate.

The Trust has well-established arrangements to manage it annual budget setting process, which works alongside the business

planning process at a Trust and system level. The business planning process includes adequate time for consultation with budget

holders, system partners, and NHS England as appropriate. Budgets are developed with budget holders and are refined through A
review and challenge. As covered on page 13, the Trust had to reforecast its outturn position, and was set a control total in line

with the ICS, to acknowledge unforeseen financial pressures within year.

approaches and carries out its annual
budget setting process

ensures effective processes and systems
are in place to ensure budgetary control;
to communicate relevant, accurate and
timely management information; supports
its statutory financial reporting; and
ensures corrective action is taken where
needed, including in relation to significant
partnerships

The Finance and Performance Committee and the Trust Board received appropriate financial and non-financial information

throughout the year. Meeting minutes indicate that discussions and challenges focused on the areas of greatest variance,

demonstrating an understanding of the areas requiring management’s attention. The Trust's reporting also identified system A
targets and explained how the Trust could support system partners. As noted on page 15, we have raised one improvement
recommendation the structure of the Trust’s Monthly Finance reporting pack.

ensures it makes properly informed The Trust Board is responsible for overall performance, including establishing clear strategic objectives and ensuring

decisions, supported by appropriate arrangements are in place to deliver them. The Trust has established Committees to oversee performance in key areas, and there

evidence and allowing for challenge and  is a defined structure that supports both corporate and clinical governance arrangements. We consider the Trust’s structure G
transparency, including from audit provides sufficient assurance that oversight and challenge are applied to decision-making, risk management, and performance

committee management.

monitors and ensures appropriate
standards, such as meeting
legislative/regulatory requirements and
standards in terms of staff and board
member behaviour

The Trust has clearly defined the roles of its Executive Directors, and its Board Sub-Committee structure enables effective
oversight of operations and activities. During our audit, it has been noted that key governance documents, although expired, are
fully operational and consistent with our understanding of the Trust's arrangements. We recommend the Trust updates its
Standing Financial Orders (SFI’s), Standing Orders (SO’s) and Procurement Strategy.

G | No significant weaknesses in arrangements identified or improvement recommendation made.
A | No significant weaknesses in arrangements identified, but improvement recommendations made.

- Significant weaknesses in arrangements identified and key recommendations made.
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Governance (continued)

Updating of key governance documents

In the prior year, the Trust had a Procurement Strategy, Standing Financial Instructions (SFls)
and Standing Orders (SO’s) in place. However, our work in 2022/23 highlighted that all three
documents had expired, and the Trust were using policies stated in the outdated documents.
We were also aware that the Local Procurement Strategy was likely to be reviewed in
2023/24 once the ICB Procurement Strategy had been formulated. We raised a prior year
improvement recommendation that the Trust undertakes a review of its key policies and
procedures to ensure that these are up-to-date and review dates are scheduled and adhered
to. After conversations with Management, we understand that updating the SFI’s, SO’s and
Procurement Strategy is in progress, and the Trust should aim to finalise these as soon as
possible.

Improvement recommendation 3 - We recommend the Trust reviews its current Standing
Financial Instructions, Standing Orders, and Procurement Strategy and updated.
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Improving economy, efficiency and
effectiveness

We considered how the Trust:

Commentorg on arrangements

Assessment

uses financial and performance
information to assess performance
to identify areas for improvement

The Trust delivers operational performance reporting to the Board through the Chief Operating Officer report and the Integrated

Performance Report (IPR). Although the Trust successfully exited Tier 1for Cancer services in the 2023/24 year, it continues to be in Tier

1 for Referral to Treatment (RTT) and Urgent and Emergency Care (UEC), with its exit contingent on meeting specific exit criteria that

also form part of the National Oversight Framework (NOF) 4 exit metrics. Currently, the Trust's performance for NOF Y4 exit metrics for A
UEC is behind trajectory. However, the Trust is currently meeting the planned trajectory for all 7 RTT metrics. We have reiterated our

prior year improvement recommendation for the Trust to continue enhanced oversight for UEC performance improvement plans as they

target Tier 1 exit for these metrics. We have also raised an improvement recommendation for the Trust to enhance IPR reporting with

data quality indicators or commentary.

evaluates the services it provides to
assess performance and identify
areas for improvement

The Trust is currently executing three COC action plans in response to Well-led, Maternity, and Joint Targeted Area inspections

conducted in 2023. Governance oversight is being effectively managed through care group-specific assurance committees, which G
report to the COC Quality Assurance Group (CAG). Progress against these actions is also reported to the Quality Assurance

Committee and the Trust Board via the IPR. All actions from the three action plans are on track for delivery.

ensures it delivers its role within
significant partnerships and
engages with stakeholders it has
identified, in order to assess
whether it is meeting its objectives

The Trust actively collaborates with key partners such as the NHS Devon ICS, and the Peninsula Acute Provider Collaborative (PAPC).

The Trust’s involvement is evidenced by regular updates to the Board on the One Devon operating model, the Acute Services

Sustainability Programme, and various collaborative initiatives aimed at addressing regional healthcare challenges. Trust G
representatives also engage with system level governance meetings demonstrating the Trust's commitment to integrated care and

system-wide improvement. The Trust's strategic priorities are shaped through stakeholder engagement, including clinical staff and the

ICB, as seen in the development of the 2024/25 CIP document.

commissions or procures services,
assessing whether it is realising the
expected benefits

We have assessed that the arrangements in place for partnerships aimed at procurement efficiencies such as the Devon Procurement
service and the Peninsula Purchasing & Supply Alliance are appropriate. The Trust procurement strategy is out of date and we have
raised an improvement recommendation as part of our assessment of the Trust’s governance arrangements.

The Trust is currently completing a Full Business Case in collaboration with other providers within the Devon system for the

implementation of an Electronic Patient Record (EPR). Oversight of the EPR program is through the Building a Brighter Future (BBF) A
Committee. An internal audit of the EPR program concluded a 'satisfactory’ assurance opinion, with eight medium-priority

recommendations for action raised. Implementation of these actions will be monitored through the Audit Committee assurance process

and therefore we have not raised any improvement recommendations relating to the EPR programme. The Trust is also part of the

national New Hospital Programme, which is monitored by the BBF Committee. There are appropriate structures in place for

contractual, financial and risk monitoring through established governance groups reporting into the BBF.

G No significant weaknesses in arrangements identified or improvement recommendation made.

A No significant weaknesses in arrangements identified, but improvement recommendations made.

- Significant weaknesses in arrangements identified and key recommendations made.

© 2024 Grant Thornton UK LLP.
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Improving economy, efficiency and
effectiveness (continued)

&

Areas for improvement
Urgent and Emergency Care and Referral to Treatment performance

The Trust successfully exited Tier 1 oversight for Cancer services in 2023/24. However, it
remains under Tier 1 oversight for Referral to Treatment (RTT) and Urgent and Emergency
Care (UEC). Tier 1 exit is contingent on meeting specific metrics which form part of the Trist’s
NOF 4 exit metrics agreed with NHSE. At the time of reporting, the Trust's current performance
for NOF 4 exit metrics for UEC is behind trajectory, with only one of the exit requirements
being met (No Criteria to Reside). Key areas such as ED Y4-hour performance, pre-noon
discharge, and ambulance handovers remain below target levels, although the Community
Urgent Treatment Centre (UTC] and Minor Injuries Unit (MIU) have consistently performed
above 99%.

In terms of RTT, the Trust successfully eliminated 104+ week waits and, at the time of
reporting, recovery against the NOF 4 exit criteria is on track, meeting the planned trajectory
for all seven exit indicators. The Trust is forecasted to achieve a target of zero 78-week patient
waits by the end of June 2024 with the trajectory for 65-week waits remaining on track for the
end of September 2024.

The Trust implemented various initiatives to improve operational performance, including a
Getting it Right the First Time (GIRFT) UEC, theatres and outpatients review, and engaged
with the national Emergency Care Improvement Support Team (ECIST) to identify further
areas for improvement. The Trust has implemented an operational transformation programme
aimed at delivering operational improvements across the Trust. Key deliverables include
meeting UEC Y4-hour standard and ambulance waiting times, managed through specific
actions and projects within the ‘In and Out of Hospital Flow” portfolio. The Transforming
Elective Care portfolio within the plan focuses on specialty pathway mapping and improving
theatre utilisation through the ‘Elective service’ portfolio.

The Trust is tracking the progress of its operational transformation program through the
operational recovery group and the Trust Management Group. While we have assessed that
the Trust has appropriate plans in place to address UEC and RTT operational performance
through the transformation programme and associated governance structure, we have
determined that ongoing oversight of plans and metrics is needed as the Trust aims to exit
Tier 1 oversight and NOF 4. This is particularly crucial for UEC performance, which is behind
trajectory. Therefore, we have maintained our prior year Improvement recommendation.

© 2024 Grant Thornton UK LLP.

Improvement recommendation 4 - The Trust should continue enhanced oversight of
UEC performance until sustained improvement of performance is achieved.
Effectiveness of arrangements put in place should be considered on an ongoing
basis, and if these are not deemed to be improving performance they should be
revisited.

The Integrated Performance Report

The Trust has comprehensive operational performance reporting to the Board through
the Chief Operating Officer report and the Integrated Performance Report (IPR]. The IPR
lacks data quality indicators, comments, or information on the assurance level regarding
the quality of the data reported against the Trust's Key Performance Indicators.
Consequently, the Board is uncertain about the data quality standards utilised for
reporting within the IPR.

Improvement recommendation 5 - We recommend enhancing the Integrated
Performance Report by incorporating data quality kite marks or commentary in data
analysis to provide assurance on the quality of the reported data against Key
Performance Indicators. This will bolster confidence in the reliability and accuracy of
the data, thus enabling informed decision-making for the Board and divisions utilising
the IPR.
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Recommendations raised in 2023/24

Recommendation

Type of Criteria
recommendation * impacted

Evidence

Impact or possible future
impact

Actions agreed by Management

We recommend the Trust takes a
more proactive approach to its
short term-medium financial
planning to help achieve financial
sustainability, this includes;

* Establish a rigorous in-year
process for identifying savings
schemes, which focuses on
recurrent savings and multi-

Financial

Operational Plan
2024/25
Trust Board Papers

The lack of medium-term
financial plan, adequate
savings plans and the

Actions: Agreed Trust working with Devon ICB
to refresh the MTFP across the system aimed
at agreeing the trajectory to financial and
clinical sustainability

year programmes to deliver Key sustainabilit Finance and improvement against NOF4t  Responsible Officer: Director of Operational
realistic and achievable Y Pperformance Committee  criteria will impact the Trust’s  Finance
targets. Interview with Finance ability to deliver sustainable
Leads financial balance Executive Lead: Chief Finance Officer
* Develop a comprehensive Due Date: October 202k
approach to medium-term :
financial planning
*  Prioritise sustained
improvement in financial
metrics, specifically NOF4.
We recommend that the Trust
continues its commendable efforts Actions: Agreed
in refining its cash flow
forecotstirg19 and cash |T:TUSt Boorddpopers Responsible Officer: Assistant Director of
i i Inance an Financial Services
management. [tis cru0|o1l.for the Financial Performance Committee . . . .
Trust to focus on embedding Improvement Liquidity risk

processes for monitoring,
evaluating, and mitigating future
liquidity risks within the financial
procedures of the finance
department.

Sustainability

Interview with Finance
Leads

Executive Lead: Chief Finance Officer

Due Date: Ongoing

* Explanations of the different types of recommendations which can be made are summarised in Appendix B.
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Recommendations raised in 2023/24

Recommendation

Type of Criteria
recommendation * impacted

Evidence

Impact or possible future
impact

Actions agreed by Management

We recommend that the Trust
redesigns its Monthly Finance
Report pack to enhance
readability and furnish decision
makers with a more
comprehensive set of financial
information. This should include

Financial

Trust Board Papers

Better understanding of

Actions: Agreed

Responsible Officer: Director of Operational

Finance

key subject area summaries which Improvement sustainability Finance and . financial information.
highlight key drivers of Performance Committee Executive Lead: Chief Finance Officer
per‘forr?wonce [tn‘a'ngulated to Due Date: September 2024
operational, activity and
workforce drivers], with clear
articulation of risks and noting
mitigating actions.
Actions: Agreed
We recommend the Trust reviews Responsible Officer: Director of Corporate
its currgnt Stonding Financial SFI. SO’s and Outdated policy and Governance
Instructions, Standing Orders, and Improvement Governance Procurement Strategy procedures Executive Lead: Director of Corporate
Procurement Strategy and : P
updated. Governance
Due Date: September 2024
The Trust should continue
enhanced oversight of UEC
operational performance until Actions: Agreed
sustained improvement of
performance is achieved. Improving the  Trust Board Papers Ensure sustained g'esp(’anISIIEeCOfﬁcen System Gare Group
Effectiveness of arrangements put Improvement P 9 P performance improvements frector

in place should be considered on
an ongoing basis, and if these are
not deemed to be improving
performance they should be
revisited.

3Es

IPR

within UEC and RTT

Executive Lead: Chief Operating Officer
Due Date: March 2025

© 2024 Grant Thornton UK LLP.

* Explanations of the different types of recommendations which can be made are summarised in Appendix B.
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Recommendations raised in 2023/24

Recommendation Type of S -Crlterla Evidence !mpact or possible future Actions agreed by Management
recommendation * impacted impact
We recommend enhancing the
Integrated Performance Report by Actions: Agreed
incorporating data quality kite marks or i i i
commentary in data analysis to provide R.espon3|b|e Officer: Delivery and Recovery
assurance on the quality of the reported | . T B p | i Director
6 data against Key Performance Improvement mproving rust Board Papers ncreased data quality ] o )
2 ag ney . . P the 3Es IPR assurance Executive Lead: Chief Finance Officer
Indicators. This will bolster confidence in
the reliability and accuracy of the data, Due Date: September 2024

thus enabling informed decision-making
for the Board and divisions utilising the
IPR

* Explanations of the different types of recommendations which can be made are summarised in Appendix B.
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Appendix A:

Responsibilities of the NHS Trust

Public bodies spending taxpayers’ money are accountable
for their stewardship of the resources entrusted to them.
They should account properly for their use of resources and

manage themselves well so that the public can be confident.

Financial statements are the main way in which local public
bodies account for how they use their resources. Local
public bodies are required to prepare and publish financial
statements setting out their financial performance for the
year. To do this, bodies need to maintain proper accounting
records and ensure they have effective systems of internal
control.

All local public bodies are responsible for putting in place
proper arrangements to secure economy, efficiency and
effectiveness from their resources. This includes taking
properly informed decisions and managing key operational
and financial risks so that they can deliver their objectives
and safeguard public money. Local public bodies report on
their arrangements, and the effectiveness with which the
arrangements are operating, as part of their annual
governance statement.

© 2024 Grant Thornton UK LLP.

The directors of the Trust are responsible for the preparation
of the financial statements and for being satisfied that they
give a true and fair view, and for such internal control as the
directors determine is necessary to enable the preparation
of financial statements that are free from material
misstatement, whether due to fraud or error.

The directors are required to comply with the Department
of Health & Social Care Group Accounting Manual and
prepare the financial statements on a going concern basis,
unless the Trust is informed of the intention for dissolution
without transfer of services or function to another entity.
An organisation prepares accounts as a ‘going concern’
when it can reasonably expect to continue to function for
the foreseeable future, usually regarded as at least the
next 12 months.

The Trust is responsible for putting in place proper
arrangements to secure economy, efficiency and
effectiveness in its use of resources, to ensure proper
stewardship and governance, and to review regularly the
adequacy and effectiveness of these arrangements.

Torbay and South Devon NHS Foundation Trust - Auditors Annual Report | June 2024
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Appendix B:

Commercial in Confidence

Value for Money Auditor responsibilities

&

Value for Money arrangements work

All NHS Trusts are responsible for putting in place proper arrangements to secure economy,
efficiency and effectiveness from their resources. This includes taking properly informed
decisions and managing key operational and financial risks so that they can deliver their
objectives and safeguard public money. The Trust’s responsibilities are set out in Appendix A.

NHS Trusts report on their arrangements, and the effectiveness of these arrangements as part
of their annual governance statement.

Under Schedule 10 paragraph 1(d) National Health Service Act 2006, we are required to be
satisfied whether the Trust has made proper arrangements for securing economy, efficiency
and effectiveness in its use of resources. The National Audit Office (NAO) Code of Audit
Practice ('the Code'), requires us to assess arrangements under three areas:

Improving economy,
s -
Governance efficiency and

effectiveness
Arrangements for ensuring Arrangements for improving
that the Trust makes

) = ) the way the
appropriate decisions in the Trust delivers its services. This
right way. This includes

includes arrangements for
arrangements for budget understanding costs and
setting and management,

delivering efficiencies and
risk management, and improving outcomes for service
ensuring the Trust makes

users.
decisions based on
appropriate information.

Financial
Sustainability

Arrangements for ensuring
the Trust can continue to
deliver services. This includes
planning resources to ensure
adequate finances and
maintain sustainable levels of
spending over the medium
term (3-5 years).

2023/24 is the fourth year that we have reported our findings in this way. We undertake and
report the work in three phases as set out in the Code.

© 2024 Grant Thornton UK LLP.

Phase 1- Planning and initial risk assessment

As part of our planning we assess our knowledge of the Trust’s arrangements and whether we
consider there are any indications of risks of significant weakness. This is done against each
of the reporting criteria and continues throughout the reporting period.

Information which informs our risk assessment

Cumulative knowledge of Key performance and risk management

arrangements from the prior year information reported to the Board

Interviews and discussions with key officers NHS Oversight Framework (NOF) rating

Progress with implementing recommendations Care Quality Commission (CQC) reporting

L . . Annual Governance Statement including the
Findings from our opinion audit . .
Head of Internal Audit annual opinion

Phase 2 - Additional risk-based procedures and evaluation

Where we identify risks of significant weakness in arrangements we will undertake further
work to understand whether there are significant weaknesses. We use auditor’s professional
judgement in assessing whether there is a significant weakness in arrangements and ensure
that we consider any further guidance issued by the NAO.

Phase 3 - Reporting our commentary and recommendations

The Code requires us to provide a commentary on your arrangements which is detailed within
this report. Where we identify weaknesses in arrangements we raise recommendations. A
range of different recommendations can be raised by the Trust’s auditors as follows:

* Key recommendations - the actions which should be taken by the Trust where significant
weaknesses are identified within arrangements.

* Improvement recommendations - actions which should improve arrangements in place
but are not a result of identifying significant weaknesses in the Trust’s arrangements.
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Appendix C:
Follow-up of previous recommendations

Recommendation

Type of

. Date raised
recommendation *

Progress to date

Addressed? Further action?

As the Trust is going through the development of its
savings programme, it should continue to reassess
the level of risk contained in it, how this risk can be
mitigated, and communicate with system partners
if there is going to be a likely impact on its ability
to deliver the overall financial plan for 2023/24.

The Trust failed to meet its savings target for
2023/24, with an overall slippage of £8.7m.
Achieved savings equated to 3.4% of
operating expenditure in 2023/2% and
included non-recurrent schemes of £7.3m.
Looking ahead, the Trust’s Operational Plan
for the 2024/25 has outlined an extensive FIP

We have re-raised a
recommendation to ensure
that the Trust is focused on

The programme, once fully developed, should be Key June 2023 degvo/eryprOQTromrpe quth £56.8m, equating No delivering improvements.
underpinned by robust assumptions, validated by to 6% of the Trust's total operating See Key recommendation
staff delivering the CIPs and aligned with the expenditure. This extensive programme of FIP
9 ) for the 2024/25, coupled with the histori No-1
Trust’s workforce and activity plans. Progress or the » coupled with the historic
against the savings target and remedial action to nature of under delivery _Of COSJ_C |m.|o.rovement
address shortfalls should be reported to the FPDC schemes has led us to raise G,S|gm.f.|ocmt
and the Board weakness regarding the Trust’s ability to
reach financial sustainability

Building on the work that has already begun, we
recommend the Trust work with its system partners
to :'evelop a Cre(;i/lbledfmlorwcmfl. plon.t(? enobt?llg it to The Trust have developed various iterations of
achieve reported/underlying financial stabi 'tH_ a Medium-Term Financial Plan in September We have re-raised a
over the medium term. The Trust plan should be: 2023,. Upon review and in discussions, it has e
. i i i been observed that these plans, while recommendation to ensure

updated Wlth‘the latest 2023/24 financial plan oo e o that the Trust is focused on

and assumptions; Key June2023  Strategicin nature, sometimes tai to No delivering improvements.

. . accurately reflect the current or up to date See Key recommendation

*  aligned with other Trust plans (for example annual position of the Trust. Consequently, No. 1 Y

workforce, operational plans and estates) and
be aligned with the system medium term
financial plan and assumptions; and

* underpinned by a detailed pipeline of financial
opportunities over the 3 - 5-year period.

the gap between the projected road to
recovery and the actual financial status
continues to widen.

© 2024 Grant Thornton UK LLP.

* Explanations of the different types of recommendations which can be made are summarised in Appendix B.
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Appendix C:
Follow-up of previous recommendations

Type of

Recommendation s
recommendation

Date raised Progress to date Addressed? Further action?

We recommend that additional information on CIP
delivery is included in the finance report to the FPDC. . . We have re-raised a
R . From our review, the level of detail in X
This should include a breakdown by key schemes, financial information that is reported throuah recommendation to ensure
and a RAG rating deliverability assessment. The Trust P 9 that the Trust is focused on

3 should also include information on system wide CIP Improvement June 2023 Fhe Monthlgtﬁ\r/w\;)ntf Refport neeqls d thi No delivering improvements.
delivery and a summary of the overall system mprovemen:. YYe theretore reraised mis See Improvement
financial position in the financial information improvement recommendation on page 16. recommendation No. 2
P
presented to the FPDC.
We have re-raised a
We recommend the Trust undertakes a review of its From our review, we highlight that the Trust is recommendation to ensure
4 key policies and procedures to ensure these are up- Imorovement June 2023 still yet to update its SFI’s, SO’s and No that the Trust is focused on
to-date and review dates are scheduled and adhered P Procurement Strategy. This is raised as an delivering improvements.
to. improvement recommendation on page 18. See Improvement
recommendation No. 4
The Trust should consider designing a summary
dashboard as part of the Executive Summary or As of the May 2024 IPR, the Trust has
5 Introduction to the IPR, so the reader has an at-o- Improvement June 2023  included a summary dashboard of KPIs at Yes None
glance view of key highlights or areas of the beginning of their IPR.
underperformance.
The Trust remains in Tier 1 oversight for UEC
The Trust should continue enhanced oversight of the and RTT performance. The Trust has initiated
areas highlighted by NHSE until sustained a transformation improvement programme to We have re-raised a
improvement of performance is achieved. address ongoing issues in performance. We recommendation to ensure
6 Effectiveness of arrangements put in place should be | t J 2023 have re raised this recommendation as the N that the Trust is focused on
considered on an ongoing basis, and if these are not mprovemen une Trust aims to continue improvement in ° delivering improvements.
deemed to be improving performance, they should operational performance. Enhanced See Improvement
be revisited. oversight is particularly important for UEC recommendation No. 5

performance which is currently not on track
to meet trajectory.

* Explanations of the different types of recommendations which can be made are summarised in Appendix B.
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