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Introduction

The key messages in this report

I havepleasurein presentingour final report to the Finance,Audit andRiskCommitteeόάǘƘŜC!w/έύof PublicHealthScotland
όάtI{έύfor the yearending31 March2021audit. Thescopeof our audit wasset out within our planningreport presentedto
the FARCin March2021.

Thisreport summarisesour findingsandconclusionsin relationto:

Å Theauditof the AnnualReportand Accounts; and

Å Considerationof the four audit dimensionsthat frame the wider scopeof publicsectoraudit requirementsasillustrated in
the followingdiagram. Thisincludesour considerationof the AccountablehŦŦƛŎŜǊǎΩduty to securebestvalue.

Audit quality is our 
number one priority. 
We plan our audit to 
focus on audit quality 
and have set the 
following audit quality 
objectives for this 
audit:

Å A robust challenge 
of the key 
judgements taken 
in the preparation 
of the financial 
statements. 

Å A strong 
understanding of 
your internal 
control 
environment. 

Å A well planned and 
delivered audit 
that raises findings 
early with those 
charged with 
governance.
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Introduction (continued)

The key messages in this report (continued)

Conclusionsfrom our testing

Based on our audit work completed to date we expect to issue an
unmodifiedaudit opinion.

Following updates made by management,the performance report and
accountability report comply with the statutory guidance and proper
practiceand are consistentwith the AnnualReportand Accountsand our
knowledgeof PHS(seepage16 for further details).

Following updates made by management, the auditable parts of the
RemunerationandStaffReporthavebeenpreparedin accordancewith the
relevantregulation(seepage16 for further details).

A summary of our work on the significant risks is provided in the
dashboardon page 9. PHSmet its financial targets for 2020/21 with a
small surplusof £25,000. The targets were significantlyaltered for the
additional work arisingduring the year in the responseto the COVID-19
pandemic.

Nouncorrectedmisstatementsin excessof our reportingthresholdof £64k
havebeenidentifiedto date.

Conclusionson audit dimensions

As set out on page3, our audit work coveredthe four audit dimensions.
Our audit work was risk basedand proportionate, coveringeach of the
four dimensions. Asdiscussedin our audit plan, the risk profile of public
bodies for the 2020/21 audits is significant affected by the COVID-19
pandemic. Our audit work acrosseach dimension has therefore been
specificallyfocussedon how PHShasrespondedto theserisks.

Our overall conclusionson each dimensionare summarisedbelow, with
full detailsprovidedin the mainbodyof the report:

FinancialManagement

PHShas establishedstrong financial managementarrangementsduring
2020/21 with timely financialreporting. Therewere significantchangesto
its budgetthroughout the yeardueto COVID-19. All savingswere achieved
through vacancy management which management recognise is not
sustainablefor the mediumto long-term. PHShasentered into an SLAto
ensurethat it hassufficientoperationalfinancialcapacity.

I would like to draw your attention to the key messages of this paper:
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Introduction (continued)

The key messages in this report (continued)

Conclusions on audit dimensions (continued)

FinancialSustainability

Given the significant uncertainty affecting PHS,including the ongoing
impact of COVID-19, the organisationalchangeunderway and the early
stagesoftI{Ωǎoperations,it isnot possiblefor usto concludeat this stage
asto whether PHSis in a financiallysustainableposition in the mediumto
longer-term. It is positive to note that an initial 3-year financialplan has
beenprepared. Asnoted below, PHShasa strong leadershipin placeand
has adapted well during its first year in response to the pandemic.
However,it is too early to saybasedon the evidenceavailablewhether
PHS has the necessaryskills and capacity to deliver transformation.
Managementareawareof the needto reassesscapacityto deliverprojects
on anongoingbasis.

Governanceand transparency

PHShas strong leadershipin placeat both SLTand Board level. Thishas
beenparticularlyevident in the establishmentof PHSand in the response
to the COVID-19 pandemic. PHShas effective governanceand scrutiny
arrangementsin place,underpinnedby clear governancedocumentsand
demonstrated through high attendance and effective scrutiny and
challengeat Board and committee meetings. Allowing for the impact of
COVID-19 and the establishmentof PHSin the year, we understandwhy
PHSis currently not asopen and transparentas it could be in relation to
publicationof information.

Valuefor money

We recognisethat the COVID-19 pandemichashada significantimpacton
the organisation. While achievements have been recognised, it is
important that the organisationis able to demonstrate its impact using
performance reporting as a tool going forward. Performancedata at
present does not show how the organisation is performing and what
impactit ishavingon publichealthinequalitiesin Scotland.

Bestvalue

WhilePHShasa strongfocuson continuousimprovementandhasachieveda
lot in its first yearof operation,it is too earlyto concludeon the effectiveness
of the structures developedand implementation of plans to deliver that
improvementto achievebest value. Theplannedwork for of PHSin its first
yearof operationhasbeensignificantlyimpactedby the COVID-19pandemic.

Emerging issues

5ŜƭƻƛǘǘŜΩǎwider publicsectorteampreparea numberof publicationsto share
research,informedperspectiveandbestpracticeacrossdifferent sectors. We
haveprovideda summaryof those most relevant to PHSasan Appendixon
pages43and48of this report.

Next steps

An agreedAction Planis includedin the Appendixon pages53 to 54 of this
report. We will considerprogresswith the agreed actions as part of our
2021/22audit.

Added value

Ouraim is to addvalueto PHSby providinginsightinto, andofferingforesight
on, financial sustainability,risk and performance by identifying areas for
improvement and recommendingand encouraginggood practice. In so
doing, we aim to help PHSpromote improved standardsof governance,
better management and decision making, and more effective use of
resources.

This is provided throughout the report. In addition we have provided
examplesof bestpracticeto managementand boardmembersin relation to
opennessandtransparencyandself-assessment.

Pat Kenny
Audit Director
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Annual report and accounts audit
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Area Grading Reason

Timing of key accounting 
judgements

Documentationin relation to key areas of judgement such as the injury benefit provision was not
supplieduntil almost one month following the original agreeddeadline. Calculationsof the provision
weresuppliedoneweekafter the originaldeadline. Oncereviewedwe did not identifyanyissues.

Adherence to deliverables 
timetable

Theaudit of the AnnualAccountshasbeendelayeddue to the delayedreceipt of supportingevidence.
56%of informationwasreceivedon time with the remainderoverdueon averageby oneweek. Thedraft
AnnualReportandAccountswere receivedon 6 May 2021, a delayof four workingdays. Asa result,we
agreeda revisedtimetable with managementfor the completionof the audit by the end of June2021.
Someof the delaysarosea resultof delaysfrom ScottishGovernment.

Access to finance team and 
other key personnel

DeloitteandPHShaveworkedtogetherto facilitateremotecommunicationduringthe audit. Therewere
someissueswith NSSstaff not havingresolvedaccessissuesto Deloitte Connect(our portal for sharing
documentation)whichcouldhavebeenresolvedprior to the yearendaudit.

Quality and accuracy of 
management accounting papers

On the whole documentationprovided has been a good standard. However,we encounteredsome
issueswith listingsnot reconcilingto the draft accountsςin particular headcount, accrualsand other
income.

Quality of draft accounts A full draft of the Annual Report and Accountswas receivedfor audit on the 6 May 2021. Whilst
generallycompliantwith the reporting requirements,a number of amendmentswere required. These
were as a result of items being outstanding in the initial draft as well as misstatementsidentified
throughoutthe audit andinitial non-compliancewith the reportingrequirements(further detailson page
16).

Response to control 
deficiencies identified

Controldeficiencieshavebeendisclosedon page13andmanagementhaveinvestigatedappropriately.

Volume and magnitude of 
identified errors

We havenot identified any significantfinancialadjustmentsto date. We have identified a number of
disclosureadjustmentswhichcouldhavebeenpreventedbya moredetailedmanagementreview.

Quality indicators

Impact on the execution of our audit
Managementand thosechargedwith governanceare in a position to influencethe effectivenessof our audit, through timely formulation of judgements,
provisionof accurateinformation,andresponsivenessto issuesidentified in the courseof the audit. Thisslidesummarisessomekeymetricsrelatedto your
control environmentwhich can significantlyimpact the executionof the audit. We considerthese metrics important in assessingthe reliability of your
financialreportingandprovidecontext for other messagesin this report. We acknowledgethat this is the first yearof audit for PHSandthe metricsshould
beviewedin this context.

Lagging Developing Mature! !

!

!

!

!

!
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Our audit explained

We tailor our audit to your business and your strategy

Identify 

changes

in your 

business and 

environment

Determine

materiality
Scoping

Significant 

risk

assessment

Conclude on 

significant 

risk areas

Other

findings

Our audit 

report

Identify changes in your business 
and environment

In our planning report we identified 
the key changes in your business 
and articulated how these 
impacted our audit approach.

Scoping

Our planning report set out the 
scoping of our audit in line with 
the Code of Audit Practice. We 
have completed our audit in line 
with our audit plan.

Significant risk 
assessment

In our planning report we 
explained our risk 
assessment process and 
detailed the significant 
risks we have identified 
on this engagement. We 
report our findings and 
conclusions on these 
risks in this report.

Determine materiality

When planning our audit we set our 
materiality at £1.28m based on forecast 
gross expenditure. We have updated this to 
reflect final figures and completed our audit 
to materiality of £1.29m, performance 
materiality of £0.837m and report to you in 
this paper all misstatements above £0.064m.

Other findings

As well as our conclusions on the significant risks we are 
required to report to you our observations on the internal 
control environment as well as any other findings from the 
audit. 

Our audit report

Based on the current status of our 
audit work, we envisage issuing 
an unmodified audit report.

Conclude on significant risk 
areas

²Ŝ ŘǊŀǿ ǘƻ ǘƘŜ C!w/Ωǎ ŀǘǘŜƴǘƛƻƴ 
our conclusions on the significant 
audit risks. In particular the FARC 
must satisfy themselves that 
ƳŀƴŀƎŜƳŜƴǘΩǎ ƧǳŘƎŜƳŜƴǘǎ ŀǊŜ 
appropriate. 
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Overly optimistic, likely 
to lead to future debit.

Overly prudent, likely
to lead to future credit

Significant risks

Dashboard

Risk Material
Fraud 

risk

Planned 

approach to 

controls 

testing

Controls

testing 

conclusion

Consistency of 

judgements with 

5ŜƭƻƛǘǘŜΩǎ 

expectations

Comments Page no.

Operating within the expenditure 
resource limits

D+I Satisfactory Satisfactory 10

Management override of controls D+I Satisfactory Satisfactory 11

D+I: Testing of the design and implementation of key controls
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Operating within the expenditure resource limits

Significant risks (continued)

Risk identifiedand key judgements Deloitte responseand challenge

Under Auditing Standardsthere is a rebuttable presumptionthat the fraud
risk from revenuerecognitionis a significantrisk. In line with other bodiesin
our portfolio, we do not considerthis to be a significantrisk for PublicHealth
Scotlandas there is little incentive to manipulaterevenuerecognitionwith
the majority of revenuebeing from the ScottishGovernmentwhich can be
agreedto confirmationssupplied.

We therefore considerthe fraud risk to be focusedon how management
operate within the expenditure resource limits set by the Scottish
Government. Thereisa riskis that PHScouldmateriallymisstateexpenditure
in relation to yearend transactions,in an attempt to alignwith its tolerance
targetor achievea breakevenposition.

The significantrisk is therefore pinpointed to the completenessof accruals
andthe existenceof prepaymentsmadeby managementat the yearendand
invoicesprocessedaround the year end as this is the area where there is
scopeto manipulatethe final results. Giventhe financialpressuresacrossthe
whole of the publicsector,there is an inherent fraud riskassociatedwith the
recordingof accrualsandprepaymentsaroundyearend.

We have evaluated the results of our audit testing in the context of the
achievement of the limits set by the Scottish Government (which are
illustratedin the graphbelow). Ourwork in thisareaincludedthe following:

ÅEvaluatingthe design and implementation of controls around monthly
monitoringof financialperformance;

ÅObtaining independentconfirmation of the resource limits allocated to
PublicHealthScotlandby the ScottishGovernment;

ÅPerform focusedtesting of accrualsand prepaymentsmade at the year
end; and

ÅPerformfocusedcut-off testing of invoicesreceivedand paid around the
yearend.

Deloitte view

We have concluded that expenditure and receipts were incurred or
applied in accordancewith the applicableenactmentsand guidance
issuedby the ScottishMinisters.

Basedon our testingto date,we confirm that PHShasperformedwithin
the limits set by ScottishGovernmentHealthandSocialCareDirectorate
andthereforeis in compliancewith the financialtargetsin the year.

0 10 20 30 40 50 60 70 80

Cash Requirement

Capital RL

Non Core RRL

Core RRL

Thousands

Actual vs Budget (Ã000ôs)

Target Actual
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Management override of controls

Significant risks (continued)

Riskidentified
Managementis in a unique position to perpetrate fraud becauseof their
ability to manipulate accountingrecords and prepare fraudulent Annual
Report and Accountsby overridingcontrols that otherwise appear to be
operatingeffectively.

Although managementis responsiblefor safeguardingthe assetsof the
entity, we plannedour audit so that we had a reasonableexpectationof
detectingmaterial misstatementsto the AnnualReportand Accountsand
accountingrecords.

Deloitte responseandchallenge
In consideringthe risk of managementoverride, we have performed the
followingaudit proceduresthat directlyaddressthis risk:

Journals

We havetested the appropriatenessof journalentriesrecordedin the general
ledgerand other adjustmentsmade in the preparationof the AnnualReport
andAccounts. In designingandperformingaudit proceduresfor suchtests,we
have:
ÅTested the design and implementation of controls over journal entry

processing;
ÅMade inquiries of individuals involved in the financial reporting process

about inappropriateor unusualactivity relatingto the processingof journal
entriesandotheradjustments;

ÅSelectedjournal entries and other adjustments made at the end of a
reportingperiod; and

ÅConsidered the need to test journal entries and other adjustments
throughoutthe period.

Accountingestimatesand judgements

We haverreviewedaccountingestimatesfor biasesandevaluatewhether the
circumstancesproducing the bias, if any, represent a risk of material
misstatementdueto fraud. Inperformingthisreview,wehave:

ÅEvaluatedwhether the judgmentsand decisionsmadeby managementin
making the accounting estimates included in the Annual Report and
Accounts,evenif theyareindividuallyreasonable,indicateapossiblebiason
the part of the entity's managementthat may representa risk of material
misstatement due to fraud. From our testing we did not identify any
indications of bias. A summary of the key estimates and judgements
consideredisprovidedon the nextpage; and

ÅPerformed a retrospective review of management judgements and
assumptionsrelated to significant accountingestimates reflected in the
AnnualReportandAccountsof the prior year.

Significantandunusualtransactions

We did not identify anysignificanttransactionsoutsidethe normal course
of businessor anytransactionswherethe businessrationalewasnot clear.

Deloitte view

We havenot identified anyinstancesof managementoverrideof controls
andour testingin this areaissatisfactory.
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Significant risks (continued)

Management override of controls (continued)

Key estimates
and judgements 

Thekey estimatesand judgmentsin the AnnualReportand Accountsincludesthose which we haveselectedto be significantaudit risks
aroundexpenditurerecognition(seepage10). Thisis inherentlythe areain whichmanagementhasthe potential to usetheir judgement
to influencethe AnnualReportandAccounts. Aspart of our work on this risk,we reviewedandchallengeƳŀƴŀƎŜƳŜƴǘΩǎkeyestimatesand
judgementsincluding:

Estimate / judgement 5Ŝǘŀƛƭǎ ƻŦ ƳŀƴŀƎŜƳŜƴǘΩǎ ǇƻǎƛǘƛƻƴDeloitte Challenge and conclusions

Clinical Negligence
and Other Risks
Indemnity Scheme
όΨ/bhwL{Ωύprovision

Employing health bodies in Scotland are responsible for

meeting medical negligencecosts up to a threshold per

claim. Costsabovethis thresholdare reimbursedto boards

from a central fund held as part of the ClinicalNegligence

and Other RisksIndemnityScheme(CNORIS)by the Scottish

Government. As at 31 March 2021 there were no claims

specificto PHS.

Theprovisionfor tI{Ωǎshareof the national liability is calculated

by the ScottishGovernmentbasedon information from the CLOin

relation to all Boards. We havereceiveddirect confirmationfrom

the Scottish Government of the balance which has been

reconciledto the amountrecognised.

We have received assurance from Audit Scotland on the

methodology used in the preparation of these figures and the

relevanceandreliabilityof the informationprovidedby the CLO.

Injury Benefit
Provision

PHShas provided for awardsunder the permanent injury

benefits scheme, in discussion with the Scottish

Governmentunder the AME provision resourcelimit. The

provisionis basedon information and advisedannualrates

provided by the Scottish Public PensionsAgency (SPPA),

under the NHS SuperannuationScheme and estimated

remaininglivesof recipientsderivedfrom interim life tables

for Scotlandproduced annuallyby National Statistics. The

sum provided is recalculatedannuallybasedupon changes

in their annual rates and period life expectancyat the

balancesheet date. The provisionsare discountedat the

rate setbyHM Treasury.

Deloitte haveconfirmedthe injury benefit award to confirmation
from the Scottish Government, and recalculated the provision
required basedon information obtained directly from the SPPA,
NationalStatisticsandHM Treasury.

Our legal confirmation obtained directly from the CLOprovides
assurancethat the provision is complete and no other claimants
oughtto be included.

No issueswerenoted in the testingperformed.



1313

Other significant findings

Internal control

The purposeof the audit was for us to expressan opinion on the financial statements. The audit included considerationof
internalcontrol relevantto the preparationof the financialstatementsin order to designaudit proceduresthat areappropriatein
the circumstances,but not for the purposeof expressingan opinion on the effectivenessof internal control. Thematters being
reported are limited to thosedeficienciesthat we haveidentified during the audit and that we haveconcludedare of sufficient
importanceto merit beingreportedto you.

Duringthe courseof our auditwe haveidentifiedoneinternalcontrol finding,whichwe haveincludedbelowfor information.

Area Observation Priority

Internal Control:
Electronic
JournalApproval
Limit

Although the NSSmanagementaccounting team have put in place a manual compensatingcontrol this could be
circumventedmore easilythan a systemapprovallimit. Duringour audit, we identified that the electronicjournal approval
limit within eFinancialsis £50m which is too high in comparisonto PHSlevelof incomeandexpenditure. Althoughwe note
onlyoneindividualpostedjournalsto this level. Seepage53 for further details.

Internal Control:
Management
Review of
Accounts

Throughout the audit, disclosure deficiencieswere identified in relation to both the performance report and the
remunerationandstaff report disclosures. Thesecouldhavebeenpreventedthrougha more in-depth managementreview,
whereby errorsof this naturecouldhavebeenidentifiedprior to the audit, reducingthe requirementsfor correctionsto be
madeand increasingthe efficiencyof the audit for both PHSandDeloitte. We havemadecorrespondingrecommendations
for improvementon page53. Planningin relation to the preparationof the accountsandassociatedreviewswasnot robust
enoughwhichhasmeant the AnnualReportandAccountswere not availablein line with the agreeddeadline. Therewere
someitemsdelayedfrom ScottishGovernmentwhichwereoutsideof PHScontrol.

Internal Control:
PurchaseOrders

Duringthe audit, our testing identified that in a few instancesa purchaseorder hadbeenraisedafter the servicehadbeen
provided. This is not best practice and could mean that managementinformation regarding committed resourcesis
incomplete.

Low Priority

Medium Priority

High Priority
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Qualitativeaspectsof your accountingpractices:

Followingupdatesprocessedby management,tI{ΩǎAnnualReport
and Accounts have been prepared in accordance with the
GovernmentFinancialReportingManualόΨǘƘŜCwŜaΩύ. Followingour
audit work, we are satisfied that the accounting policies are
appropriate.

Other matters relevant to financialreporting:

We havenot identified other matters arisingfrom the audit that, in
the auditor'sprofessionaljudgement,are significantto the oversight
of the financialreportingprocess.

Significantmattersdiscussedwith management:

Significantmatters discussedwith managementrelated primarily to
the impactof COVID-19 on the organisationandthe assessmentand
disclosureof significantjudgementsandestimates.

Other significant findings

Financial reporting findings

We will obtain written representations fromPHS on matters material to the financial statements when other sufficient appropriate 
audit evidence cannot reasonably be expected to exist. A copy of the draft representations letter has been circulated separately.

Below are the findings from our audit surrounding your financial reporting process.
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Our opinion on the financial
statements

Our opinion on the financial
statements is expected to be
unmodified.

Material uncertainty related to
goingconcern

We have not identified a
material uncertainty related to
goingconcernand will report by
exception regarding the
appropriatenessof the use of
the going concern basis of
accounting.

Practice Note 10 provides
guidance on applying ISA (UK)
570 GoingConcernto the audit
of public sector bodies. The
anticipated continued provision
of the serviceismore relevantto
the assessment that the
continued existence of a
particularbody.

Emphasisof matter and other
matter paragraphs

There are no matters we judge
to be of fundamental
importance in the financial
statements that we consider it
necessaryto drawattention to in
an emphasis of matter
paragraph.

Thereare no matters relevantto
ǳǎŜǊǎΩunderstandingof the audit
that we consider necessaryto
communicatein an other matter
paragraph.

Other reporting responsibilities

TheAnnualReportis reviewedin
its entirety for material
consistency with the financial
statements and the audit work
performanceand to ensurethat
they are fair, balanced and
reasonable.

Opinionon regularity
In our opinion in all material
respects the expenditure and
income in the financial
statements were incurred or
applied in accordancewith any
applicable enactments and
guidanceissuedby the Scottish
Ministers.

Our opinion on matters
prescribed by the Auditor
General for Scotland are
discussedfurther on page16.

Our audit report

Other matters relating to the form and content of our report

Here we discuss how the results of the audit impact on other significant sections of our audit report. 
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Requirement Deloitteresponse

The
Performance 
Report

The report outlines the
.ƻŀǊŘΩǎperformance,both
financial and non-financial.
It alsosetsout the keyrisks
and uncertainty as set out
in the Annual Operating
Plan.

We haveassessedwhether the performancereport hasbeenpreparedin accordancewith the accounts
direction. Noexceptionsnoted.

We have also read the performancereport and confirmed that the information contained within is
materially correct and consistentwith our knowledgeacquiredduring the courseof performing the
audit, and is not otherwisemisleading. We haveprovidedmanagementwith commentsand suggested
changesthesehavebeenprocessedby management. Thisincludesadditionaldisclosureon the impact
of EUexit andclimatechangeandthe disclosureof keyperformanceindicators.

The 
Accountability 
Report

Managementhaveensured
that the accountability
report meets the
requirementsof the FReM,
comprisingthe governance
statement, remuneration
and staff report and the
parliamentary
accountabilityreport.

We haveassessed whether the information given in the governancestatement is consistentwith the
financialstatementsand hasbeenpreparedin accordancewith the accountsdirection. No exceptions
noted.

We have also read the accountabilityreport and confirmed that the information containedwithin is
materially correct and consistentwith our knowledgeacquiredduring the courseof performing the
audit, and is not otherwise misleading. We provide managementwith comments and suggested
changesandhavereceivedanupdatedversionreflectingthesechanges.

We have also audited the auditable parts of the remuneration and staff report and confirmed that,
following updates made by management,it has been prepared in accordancewith the accounts
direction.

Going
Concern

Management has made
appropriate disclosure
relating to Going Concern
matters.

Thegoingconcerndisclosureand auditingrequirementsfor NHSbodieshavechangedfor 2020/21. In
accordancewith FReM,PHShaspreparedits accountson a goingconcernbasis,applyingtheΨŎƻƴǘƛƴǳƛƴƎ
provision of ǎŜǊǾƛŎŜǎΩapproach. Under this approach, the FReM indicate that the going concern
assessmentis not subject to material uncertainties, and no additional disclosuresneed to be
considered.

Underthe 2020revisionsto PracticeNote 10ά!ǳŘƛǘof FinancialStatementsof PublicSectorBodiesin
the United YƛƴƎŘƻƳέΣour work has therefore focused upon confirming the use of the άŎƻƴǘƛƴǳŜŘ
provisionofǎŜǊǾƛŎŜέapproachisappropriate. Wehaveno mattersto report in respectof this.

tI{Ωǎarrangementsto securefinancial sustainabilityare consideredas part of our audit dimensions
work on pages23-31.

Your annual report
We are requiredto providean opinion on the auditablepartsof the remunerationand staff report, the annualgovernancestatementand whether
the managementcommentariesareconsistentwith the disclosuresin the accounts.



17

Audit dimensions
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Audit Dimensions

Overview and Context

Asset out in our audit plan,publicaudit in Scotlandis wider in scopethan financialaudits. Thissectionof the report setsout our findingsandconclusionson
our audit work coveringthe areassetout below.

The risk profile of public bodies for the 2020/21 audits is significantlyaffected by the COVID-19 pandemic. Our audit work acrosseach dimensionhas
thereforebeenspecificallyfocussedon how PHShasrespondedto theserisks.

Financial 
management

COVID -19 impact on 
budget and outturn

Financial 
sustainability

COVID -19 impact on 
budget setting options, 

medium -to - long term plans 
and transformation

Governance and 
transparency

COVID -19 impact on 
governance arrangements 
and emerging fraud risks

Value for money

COVID -19 impact on 
service deliverySpecific 

focus

Best Value

PHSwasestablishedon 1 April 2020in the midst of the COVID-19 pandemic. Its work throughout 2020/21 hasplayeda critical public facingrole to aid the
ScottishGovernmentand other partnersin theŎƻǳƴǘǊȅΩǎresponseto the COVID-19 pandemic. Thisaddedsignificantcomplexityto the establishmentof the
neworganisation. Theability of managementandthe Boardto focuson establishinggovernancestructures,settingtheir strategiesandplanningfor the future
were impactedby the need to respondto the COVID-19 pandemic,the ΨŦƛǊǎǘǿŀǾŜΩof which was underwayat the time PHScame into existence. PHSis
commencinganorganisationalchangeprogrammewhichinvolvesdefininga newstructureandimplementingit during2021/22.

Our work and the conclusionswithin this report shouldbe viewedin the context noted above. Our work in 2020/21 hasenabledus to form a view oftI{Ωǎ
baselinepositionandmanagementshouldusethis to drive continuousimprovement. We will usethis baselinein future auditsto assessperformanceand in
particularinform our assessmentin relationto BestValue.
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Is financial management 
effective?

Are budget setting and 
monitoring processes 
operating effectively?

Is there sufficient financial 
capacity?

Financial Management

Financial management

Areasconsidered

Our approachto the audit dimensionsis risk focused. Within our audit plan
we highlightedthe followingrisk:

ά{ƛƴŎŜthe start of the pandemic,the risk of fraud and error hasincreasedas
the control environmentand internal control change. In accordancewith
Audit Scotlandplanningguidance,we will considerfraud asa particular focus
areain 2020/21.

PHShasoutsourcedits financefunction to NationalServicesScotlandόΨb{{Ωύ.
Therehavebeensomechangesto this arrangementdue to staff absence. In
January2021, NSStook overthe entire function. Thereis a risk that the initial
lack of clarity over rolesand responsibilitiesand the consequenceof this on
financial capacity will impact on tI{Ωǎability to demonstrate effective
financialmanagement.έ

Currentyearfinancialperformance

The openingPHSbudget was agreedby the predecessororganisationswith
the PHSSponsorTeam prior to the inception of the organisation,totalling
£72m. The budget was updated throughout the year based on additional
allocationsfrom ScottishGovernment,and in particularadditionalfundingto
managethe impactof COVID-19.

The additional funding for COVID-19 was to offset additional COVID-19
related costs, with the ΨƴŜǘƛƳǇŀŎǘΩof COVID-19 on PHSbeing £nil in
2020/21, as funding was providedby the ScottishGovernmentacrossthe
NHSto fully fundCOVID-19relatedcosts.

Thenet expenditurebudgetedat the end of the yearwas£82.397m. The
outturn reported is £82.372m, representing an underspend of £25k
(0.03%). The position was reported to the FARCon a quarterly basis
throughoutthe year.

Financial management is concerned with financial capacity, sound budgetary processes and whether the control environment and internal controls are
operating effectively.

0

25,000

50,000

75,000

100,000

Period 4 Period 7 Period 10 Period 12

Budget performance (£'000)

Budget Projected Actual
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Financial management (continued)

Currentyearfinancialperformance(continued)

The year-end position differs significantly from the original budgeted
position, although the context for this is important. The key reasonsfor
variancesinclude:

Å£11m of additionalCOVID-19fundingfor COVID-19specificprojects;
Å£2m underspendon non-pay expenditurebasedon cost savingsfrom

workingfrom homeandlower thanexpecteduseof consultants; and
Å£2m underachievementof income generation from NHSBoardsand

other sourcesdueto a changein prioritiesin responseto COVID-19.

As is evident from the above,all variancesnoted havebeen impactedby
the decisionstaken in relation to what work was undertaken,prioritising
COVID-19 projects. Thesevarianceswere by their natureunforeseenat the
time of the developmentof the originalbudgetand demonstratea robust
budgetsettingprocess.

PHShashadeffectivefinancialplanningandmanagementarrangementsin
place for 2020/21. Reportingto the FARChas been clear and consistent
throughout the year. COVID-19 has had a significant impact on the
organisation,with the originalbudgetset for the organisationquicklybeing
outdated. Changesto the budgetwere effectivelymonitored and reported
throughout the year to accountfor the impact of COVID-19 and changing
priorities.

SavingsPlans

The2020/21 budget includeda need to makesavingsof £2.395m, which
represented 5% of baseline funding. Progressagainst this target was
closelymonitoredandreported to the FARCthroughfinancialperformance
reportsusinga red,amber,greenόΨw!DΩύsystem.

The final outturn reported that £2.395m (100%) of the targeted savings
were achieved. All savings related to vacanciesmanaged within the
organisationduring 2020/21, which representnon-recurring savings. It is
recognisedby managementthat this is a blunt instrument and careshould
be takento ensurethat vacancymanagementalignswith the StrategicPlan,
WorkforcePlanandongoingorganisationalchangeactivity.

PHSset an ambitious savings target for 2020/21, representing 5% of
baselinefunding(higherthan the ScottishDƻǾŜǊƴƳŜƴǘΩǎpublic-sectorwide
3%target). Deliveryof the target waseffectivelymonitored throughout the
year and PHSachieved 100% of the savingstargeted, which is to be
commended. However, enhancing the approach to identification and
delivery of savingsto move from a relianceon non-recurring to recurring
savingsis key to demonstratinglonger-term financialsustainability. PHSis
aware of this and expectsthat its ongoingwork on organisationalchange
and transformation will enablePHSto identify the potential areaswhere
recurringsavingscanbemade.

Financialreporting

ThePHS2020/21 openingbudgetwasagreedby the PHSSponsorTeamin
February2020. TheBoardapprovedthe budgeton 20 May 2020with the
caveatthat it wasa pre-pandemicbudgetandsignificantwork wasongoing
to update it. A revisedbudget was not presentedand approvedby the
Board. The amendments to the budget were captured and managed
through FinancialPerformanceReturnsόΨCtwΩǎΩύduring the year. TheSenior
LeadershipTeamόΨ{[¢Ωύand Board Members regularly reviewed progress
againstthe budgetthroughout the year,with reportingto the FARCat every
meeting throughCtwΩǎ. Fromreview of the reporting throughout the year,
we noted that variancesare clearlyreported andexplained. PHShasstrong
financialmanagementarrangementsin place,with timely reporting.
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Financial management (continued)

Financial capacity

PHShas a ServiceLevel AgreementόΨ{[!Ωύin place with NHSNational
ServicesScotlandόΨb{{Ωύbeing responsible for the operational finance
function. While an SLA has been put in place there have been changes
during the year, including to the allocation of roles and responsibilities
betweenPHSandNSS.

Onestablishment,PHS¢¦t9ΩŘacrossa Headof Financefrom a predecessor
body althoughthey were absentfor the majority of 2020/21. PHSdecided
that a dedicatedposition within the organisationwas not requiredςgiven
the accountingqualificationsrequired by the Director of StrategicPlanning
and Performancepost - and that an expansionof the SLAwith NSScould
provide a number of the functions previously assignedto the Head of
Finance. Thishasmeant that NSShavetaken a greater role than originally
envisagedwhen PHSwas established. Although the relationshipwith NSS
hasbeenon a journey throughout 2020/21, and understandingof how this
works is improving, we noted from our work there remains some
uncertaintywithin the organisationas to the delineationof roles between
PHSandNSSacrossthe rangeof servicesprovided.

PHShas been heavily involved in the responseto COVID-19, and is in the
midst of significant organisationalchangedue to it being establishedin
2020/21. Giventhis and the changesin the finance function and the SLA,
there is a risk that PHSasan organisationdoesnot havesufficientstrategic
financial capacityto deliver everything required, as the role is combined
with other responsibilitiesin the SLTcurrently.

PHShas entered into an SLAto ensure that it has sufficient operational
financialcapacity. Theuse of the SLAhasevolvedin the year, and there is
someuncertaintyover the allocationof rolesbetweenPHSand NSS. There
shouldbe reporting to the FARCto set out the roles and responsibilitiesin
operation,and what further developmentsare seenasbeingneededin this
SLA(for both financialservicesand more generally),with plansto address
thesesetout. [Recommendation1.1]

Internal audit

The2020/21 InternalAudit Planwasapprovedby the FARCin October2020.
Thiscomprised4 projectsacross40 audit daysfor the year. PHSaccepted
that the Internal Audit Planin 2020/21 would be a reducedplan, covering
minimum requirements,in light of it beingtI{Ωǎfirst year in operation,the
impactof COVID-19, andthe consequentdelaysin startingthe internalaudit
work in the year. Internal audit has confirmed that it has completed
sufficient work to inform its annual opinion for the Annual Governance
Statement.

The Internal Audit function has independentresponsibilityfor examining,
evaluatingand reporting on the adequacyof internal controls. Duringthe
year, we have completed an assessmentof the independence and
competence of the internal audit team and reviewed their work and
findings. Theconclusionshavehelped inform our audit work, althoughno
specificreliancehasbeenplacedon the work of internalaudit.

Standardsof conductfor preventionanddetection of fraud anderror

We haveassessedthetI{Ωǎarrangementsfor preventionand detection of
fraud andirregularities. Thishasincludedspecificconsiderationsin response
to the increasedriskof fraud asa result of COVID-19. Overallwe found the
arrangementsto be to bedesignedandimplementedappropriately.

PHShas appointed a counter-fraud championand continue to work with
NSSand Counter-Fraud Servicesto roll out training for staff and Board
Members.

Ourresponsibilitiesunder InternationalStandardson Auditinghavechanged
in the yearandrequirespecificreportingon irregularities. We will therefore
continue to monitor the effectivenessof tI{Ωǎarrangementsin place
ensuringthey are designedand implementedeffectively,and will report on
this in our independentŀǳŘƛǘƻǊΩǎreport in the AnnualReport and Annual
Accounts.
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Financial management (continued)

Deloitte view ςFinancial management 

PHShasestablishedstrongfinancialmanagementarrangementsduring2020/21with timely financialreporting. Thereweresignificantchangesto its budget

throughout the year due to COVID-19. All savingswere achievedthrough vacancymanagementwhich managementrecogniseis not sustainablefor the

mediumto long-term.

PHShasentered into an SLAto ensurethat it hassufficientoperationalfinancialcapacity. Theuseof the SLAhasevolvedin the year,and there remains

someuncertaintyover the allocationof roles between PHSand NSS. Thereshouldbe reporting to the FARCto set out the roles and responsibilitiesin

operation,andwhat further developmentsareseenasbeingneededin this SLA(for both financialservicesandmoregenerally),with plansto addressthese

setout.

Internalaudit hasconfirmedthat it hascompletedsufficientwork to inform its annualopinionfor the AnnualGovernanceStatement.
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Can short - term (current and 
next year) financial balance 

be achieved?

Is there a long - term (5 -10 
years) financial strategy?

Is investment effective?
Financial 

Sustainability

Financial sustainability

Areasconsidered

Ourapproachto the audit dimensionsis riskfocused. Within our audit plan
we identifiedthe followingrisk:

άPHSwascreatedthis yearusingthe NHSmodelof fundingwith a baseline
funding level determined prior to inception based on submissionsfrom
predecessorōƻŘƛŜǎΩbudgets. In year allocationsof fundinghaveincreased
significantlybyc£15m dueto the COVID-19response.

Thereis a riskthat the baselinelevelof fundingisnot sufficientto meet the
long term needsof the organisation. The COVID-19 responseis likely to
continue in the medium to longer term and the pandemic has had a
significantimpacton publichealthmeasures. Thereis a significantrisk that
robustlong-term planningarrangementsarenot in placeto ensurethat the
body can manage its finances sustainably, deliver serviceseffectively,
identify issuesandchallengesearlyandact on thempromptly.

ThePHSworkforceconsistsmainlyof staff from predecessorbodies. Asthe
pandemichit whenPHScameinto being,the ability to integrateandembed
teams has been impacted. PHSdo not currently have a workforce plan
althoughthey are taking stepsto reviewthe structureof the organisation.
There is a risk that the workforce does not have skills, structure and
resourcesrequiredto achieveits aims.

Based on tI{Ωǎowns assessmentit has determined that significant
investmentis requiredto transform the organisation. Thetransformation
plan is a good first step but we recognisethat the pandemicwill havean
impacton the implementation.έ

Budget setting

The Board approveda balancedbudget of £94m for 2021/22 on 1 April
2021. This incorporateda savingstargets of £3.1m (3%). All savingsare
plannedto be deliveredthrough vacancymanagement,which is the same
approachas 2020/21. The level of savingsrequiredςas a percentageof
baseline funding ς is lower than in 2020/21, and PHS has now
demonstratedanability to achievesavingsthroughthis approach.

Although the Board approved the budget, it was highlighted that the
budget will fluctuate as PHSprogressesthrough organisationalchange
activity and aligns the budget to strategic objectives. This necessarily
meansthat financialplanningis in a stateof flux for 2021/22andbeyond.

The non-pay budget has been reduced to match the income budget. All 
non-pay requests are required to be submitted for review to directors and 
approval will be based on Delivery Plan priorities and available budget in 
consultation with the responsible finance officer.

Financial sustainabilitylooks forward to the medium and longer term to consider whether the body is planning effectively to continue to deliver its services or 
the way in which they should be delivered.
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Financial sustainability (continued)

Budgetsetting (continued)

COVID-19 has had a significant impact on the budget presented, with
significant additional funding budgeted based on bids to the Scottish
Government. Goingforward, the performanceand financialreview of the
COVID-19responsewill be carriedout acrossdirectoratesto understandin-
yearaswell asfuture resourcerequirements. TheScottishGovernmenthas
yet to confirm the levels of funding available to PHSfor COVID-19 in
2021/22andbeyond.

The¦YΩǎexit from the EUhasnot beenincludedasa considerationwithin
the budgetpaper. It is thereforeunclearwhat if anyimpactthis is expected
to haveon the organisationalthoughmanagementconsiderit is unlikelyto
havea significantimpacton PHS.

Boardmembersand the FARCwere involvedin the budgetprocessat the
final stages,after the budgethadbeenagreedby management. Therewas
no opportunity for the Boardto direct the focusof the budgetduring the
early stages of preparation, which is considered best practice. Board
Members should be involved in identifying the priorities for the use of
resourcesaswell asthe evaluationof budgetoptionsrather than only one
option beingon the table. Earlyengagementis key and the establishment
of a formal approachto budget setting would help to embed this within
PHS.

PHSachievedthe savingstarget basedon vacanciesduring 2020/21 and
has set an increasedtarget of £3.1m in 2021/22, although this does
representa decreaseasa percentageof tI{Ωǎbaselinefunding. However,
given the state of flux in the organisationas it developsorganisational
change activity and the remobilisation of some work which has been
paused,there isa riskthat the savingsmaynot beachieved.

Therewas no wider stakeholderengagementon the budget for 2021/22.
Engagementtook place with the Board and SponsorTeamwith limited
consultationoutsidetheseforums.

In setting its budget, PHSrecognisedthat, whilst projecting to achieve
short-term financialbalance,a numberof risksexist,including:.

ÅEnsuringaffordability and prioritisation of tI{Ωǎtransformationplan in
order to maximiseserviceimprovementanddeliveryof its strategy;

ÅEnsuringaffordability of workforceplansand organisationalchangeand
that they reflect and support the strategic intent from transforming
tI{Ωǎservices;

ÅRigorous control and challenge of discretionary spend in order to
reinvestin services; and

ÅEnsuringtI{Ωǎincome strategy is robust and achievablein order to
mitigatedeficits.

The impact of COVID-19 presentsa risk to the ability of PHSto achieve
short-term financialbalance. While PHShasrobust processesin placefor
budget setting and hasdemonstratedan ability to deliver savingsthrough
vacancymanagement,the risks due to COVID-19 and additional Scottish
Governmentfunding mean that there is continued significantrisk of not
achievingshort-term financialbalance.

We have not identified any significantconcernswith the budget setting
process. However, Board Member and FARCinvolvement in setting the
budgetshouldbe improvedgoingforward, with this wider engagementat
an early stagebeing embeddedin a formal budget setting process. PHS
should also consider how it engageswith other key stakeholdersas
appropriate. Bearingin mind that 2020/21 wasan exceptionalyeardue to
COVID-19 and beingtI{Ωǎfirst year of operation,we acceptthat this was
not realisticallyachievablein 2020/21. [Recommendation2.1]
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Financial sustainability (continued)

PHShas ongoing organisationalchangewhich will affect the workforce
planningcurrently in place. Thiscreatesa keyrisk to financialsustainability
giventhat staff costsrepresent78%oftI{Ωǎexpenditure. Coupledwith this
is the risk posedby non-recurrent funding being used to match recurring
costs. 18% of ScottishGovernmentincomeis forecastto be non-recurring
by2023/24.

Thefundinggapof £9.4m is expectedto be addressedby the achievement
of savingsand in 2021/22 these are expected to be delivered through
vacancymanagement. From2022/23 there are currently no detailedplans
in placeto achievesavingsrequiredto addressthe anticipatedfundinggap.

Similar to the 2021/22 budget, the ¦YΩǎexit from the EU has not been
consideredin the 3-yearfinancialplanandmanagementdo not view this as
a significantrisk.

PHS do not have any long-term financial planning in place which is
consistentwith our expectationsfor the sector.

Medium-to long-term financialplanning

Under normal circumstances,the Scottish Government require Health
Boardsto demonstratefinancialbalanceover a medium-term three-year
period,via submissionof a three-year financialplan. Thisrequirementhas
beenput on hold for 2021/22 due to the impact of COVID-19, therefore a
one-yearAOP,includinga financialplan, is required for 2021/22. Despite
this, a 3-year financialplan was approvedby the Board on 1 April 2021
which is a positivestep. Thecumulativefinancialgapover the period to 31
March2024is £9.4m (12.6%). Asnoted on page23, there are a numberof
ongoingwork programmesand uncertaintiesimpactingPHSwhich mean
that financialplanningis in a stateof flux andsignificantchangesshouldbe
anticipated to the financial gap identified as these programmesdevelop
andthe uncertaintiesareresolved.

Thekeyassumptionsincludedin the 3-yearfinancialplanare:
ÅBaselineincomeuplift of 1.5%;
Å£1m organisationalchangefunding;
ÅCapitalbudgetof £1.1m;
ÅPay inflation of 1% (1.8% assumed in the plan to reflect scale

increment). ScottishGovernmenthaveassuredBoardsthat any further
impactfor all NHSstaff will be fully funded; and

ÅCOVID-19requirementswill be fully funded.

Keychallengeshighlightedin the 3-yearfinancialplaninclude:
ÅWorkforce planning and organisational change redefining the
ƻǊƎŀƴƛǎŀǘƛƻƴΩǎstructure;

ÅCashReleasingEfficiencySavingsόΨ/w9{Ωύtargets which are plannedto
comefrom vacancies;

ÅNon-recurringfundingstreamswith relatedrecurringcosts
ÅCOVID-19pressures; and
ÅPHStransformationplancurrentlyin the define/designstage.

COVID-19 has had a significant impact of the financial planning of the
organisation. It represents24%of the budget for 2021/22 and contributes
to the uncertaintyin relationto longer-term financialplanning.
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Financial sustainability (continued)

Theuseof appendicesto provide further detail on why PHShasidentified
the four areasaspriorities and further detail on what PHScando is useful.
Includingthis information enablesreadersto delvedeeperinto the detail if
they wishwithout havingto go through lots of information in the mainplan
to identifykeymatters.

Given the significant uncertainty affecting PHS, including the ongoing
impact of COVID-19, the organisationalchangeunderway and the early
stagesoftI{Ωǎoperations,it is not possiblefor us to concludeat this stage
asto whether PHSis in a financiallysustainablepositionfor the mediumto
longer-term.

It is positiveto note that an initial 3-year financialplan hasbeenprepared
despitenot beingspecificallyrequestedby the ScottishGovernment. In the
interestsof demonstratingcontinuousimprovement,improvementsto the
3-yearfinancialplanshouldbemadeto addressthe following:
ωIt coversthe period to 2022/23 only, which is at the lower end of what
wouldbeexpectedfor a medium-term plan;
ωThe plan does not include any scenario analysis in its final form
(althoughwe note that it wasincludedin the initial draft);
ωThere is no clear link to the Annual Delivery Plan or to how the
resourcesand workforce of the organisation will be used over the
medium-term to driveprogressagainsttI{Ωǎpriorities; and
ωThereis no link with the WorkforcePlan(asthe WorkforcePlandid not
existwhenthe financialplanwasapproved).

Thenew organisationalstructure,WorkforcePlan,TransformationStrategy,
Strategic Plan and Financial Plan should all be clearly aligned once
completed. Adoptingthis approachwill enablePHSto demonstratehow it
expectsto achievefinancial sustainabilityover the medium-term and use
the resourcesavailableto it to deliverthe desiredoutcomesin line with the
StrategicPlan.

Medium-to long-term financialplanning(continued)

StrategicPlan
The StrategicPlan is the medium to longer-term planningfor PHSand is
closelyalignedto the financialplanning. TheStrategicPlanwasapprovedin
September 2020 and sets out the key priorities for the organisation
coveringthe period2020-23.

The StrategicPlan clearly links to the National PerformanceFramework,
identifying specific indicators it contributes to. It highlights{ŎƻǘƭŀƴŘΩǎ
priorities for public health and how tI{Ωǎpriorities align with those. It
further links the priorities to theƻǊƎŀƴƛǎŀǘƛƻƴΩǎvalues. Thealignmentand
linkagethroughoutis in line with bestpractice.
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Priorities

COVID -19

Mental 
Wellbeing

Community 
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Poverty and 
Children
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Financial sustainability (continued)

TransformationPlan

PHSapproved a TransformationPlan in January2021 which covers the
period to March2023and the TransformationOversightGroupόΨ¢hDΩύhas
beensetup to providegovernancefor the plan.

TheTransformationPlancontainsa significantnumber of activities, asset
out in the infographicacross.

Eachheadinghasactionswith specifiedduedatesrangingup to April 2022
with some ongoing actions. The TransformationPlan includes enabling
activitiesςsuchas the developmentof a 3-year FinancialPlanςwhich is
not in itself transformational, but will enable PHSto plan and deliver
transformationalchange. It is important that asthe TransformationPlanis
delivered,PHSensuresthroughits governancestructuresthat the activities
being delivered are delivering the changeidentified, rather than simply
enablingit.

It is unclearfrom the TransformationPlanhow successwill be measured,
as currently there are no key performanceor successindicatorsto meet,
alignedto the actions.

Althoughat an early stage,someof the target datesset in January2021
havebeenpushedback. PHSandthe TOGare awareof the needto ensure
that the delivery dates set are realistic,particularly given the competing
priorities the organisation is currently facing. This is monitored on an
ongoingbasis.

There is currently no investment funding, associated savings or
performance improvements assigned to actions as part of the
TransformationPlanor updatessubmitted to the Board. However,there is
organisationalchangefunding availablefrom ScottishGovernmentwhich
can be used to support the organisational change programme and
transformationplan.
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Financial sustainability (continued)

We do recognisethe good relationshipthat hasbeen developedwith the
Sponsor Team during the year. There has been limited stakeholder
engagementoutside of the SponsorTeamduring 2020/21. PHShas, as
expected,actedasa leaderin the responseto the COVID-19 pandemicand
hasbeenregularlyquoted in the mediaand involvedin mediadiscussions
in this area. Leaderswithin the organisationhaveprovidedregularupdates
to staff andpromotedwellbeingon a cross-organisationalbasis.

TheBoardapproveda TransformationPlanin January2021. It is important
that asthe TransformationPlanis developedand progresses,that there is
sufficientBoardinvolvementin the transformationprocess.

Work is neededto developkey performanceor successindicatorsfor the
actions underpinning the Transformation Plan. These should include
qualitativeconsiderationsςfor examplea planhasbeenpublished,but has
it includedx, y andz in line with bestpractice.

PHS has a degree of project management support to progress the
TransformationPlan. However,it is too early to saybasedon the evidence
available whether PHShas the necessaryskills and capacity to deliver
transformation. Managementareawareof the needto reassesscapacityto
deliver projects on an ongoing basis. A comprehensivebenefits tracker
therefore should be considered to capture all the data required to
demonstratewhether the intended outcomesof eachproject have been
achieved,beyondthe financialsavings.

In recognitionof the significantimpactof COVID-19 on PHS,it ispositiveto
note that the development of a remobilisation plan is underway. PHS
should ensure that the remobilisation plan aligns with transformational
activity. It is important that as PHSprogresseswith remobilisation, the
finalisation of an organisationalchangeplan and the implementation of
transformationalchange,that PHSgivesconsiderationto consultationwith
wider stakeholdersbeyondthe BoardandSponsorDivision.

TransformationPlan(continued)

PHShas set up a changemanagementteam to provide support to the
transformationteamat a corporatelevel. It ispositivethat the organisation
has recognised the importance of this type of support to enable
transformation. We understandthere is further work to be completedto
standardisethe project managementapproachacrossthe organisationand
increaseproject managementresourceswithin project deliveryteams. PHS
hasset up a significantamount in 2020/21 despiteresourcepressuresand
competingprioritiesfor the team.

At present there has been limited Board involvement in transformation
work. Thisis partially due to the early stagesof developmentand design
that the transformationplan is in. TheBoardreceivedan initial updateon
transformationin February2021.

Aspart of their TransformationPlan,PHSapprovedtheir DigitalStrategyin
April 2021. It is a comprehensivestrategy. Managementare awareof the
need, as set out within the Strategy,to identify the financial investment
required and define performanceindicators. Work has been undertaken
with the Boardin May2021to progresstheseareas.

Theorganisationalset up includingthe developmentof the Transformation
Planhavebeen significantlyaffected by COVID-19. As noted on page27,
the TransformationPlanwasapprovedin January2021. Theorganisational
changeplan which wasdue to be developedand implementedin 2020/21
hasnot yet beenfinalised.

PHShas publisheda remobilisationplan for previouslypausedservices.
Engagementhas been with the SponsorTeam regardingwhich services
shouldbe restartedalongsidetI{Ωǎongoingpandemicresponseactivities.
We would normally see this engagementwith the Board determining
servicesto be restartedand onceapprovedat a board meetingsubmitted
to the SponsorTeam.
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Financial sustainability (continued)

On mental health, 61% said that working from home has had both a
positiveandnegativeimpact. In terms of work life balance,staff were split
with 41% sayingit had a negativeeffect and 48% sayingit had a positive
effect. 61% of staff would like to continue working from home in future
with 17% preferring to return to the office. 97% of respondentssaid they
could easilycommunicatewith their manager. Thisis good in comparison
to other staff surveyswe havereviewedin the publicsector.

PHSare running a follow up surveyduring May 2021 to utilise as part of
their future of work considerations. PHSshouldconsiderthe new frontiers
report by ScottishFuturesTrust(page48) whenconsideringits approachto
return to officesandtheΨƴŜǿƴƻǊƳŀƭΩwayof working.

Compliancewith requirementsto completemandatorytraining coursesis
currently at 40%. Mandatory courses included information and
governance; workplace safety; fire safety; manual handling; fraud, and
freedom of information. Further training coursesare still to be launched,
including on risk management, equality and diversity, and Standing
FinancialInstructions.

Thelevel of completionof thesemandatorycoursesis low and represents
a risk to the organisationbut is likely due to being a new organisation
responding to COVID-19. Management are intending to increase the
communicationsin this area.

There is also a low level of compliance with conducting appraisals,
preparingpersonaldevelopmentplansand setting objectives. Compliance
in these areas is currently at 54%. PHS is currently developing a
communicationsplan for this process in 2021/22, ensuring a shared
timescalefor all staff alignedwith its businessplanning,whereaspreviously
staff from different organisationsworkedon different cycles.

WorkforcePlanning

Strategic planning, financial planning and workforce planning are
intrinsically linked and critical to the future successof any organisation.
Given staff and staff related costs account for over 70% of the overall
annualbudget,planningandmanagingworkforceis essentialto the overall
process.

PHShas developeda Workforce Plan that is designedto cover 2020/21.
Whileworkforceplanningshouldcoverthe medium-term position,PHShas
developeda one-year plan as it is currently undergoingan organisational
structure review and developing a plan beyond that point would not
currentlybe feasible.

Thecurrent workforceis definedwith keyworkforcestatisticsincludedand
referencedthroughout the plan asrequired. TheWorkforcePlandoesnot
currently identify the key skills of the workforce, or where gapsin skills
requiredandskillsheldexist.

The future workforce is not yet defined and this is due to the ongoing
organisationalchange activity which has not yet defined the required
structurefor the organisation.

Therearea significantnumberof actionsincludedwithin the planhowever
the followingitemsaredisclosedasstill to be included:
ωMonitoringarrangementsfor the WorkforcePlan;
ωGovernancearrangements;
ωSummaryactionplan;
ωFinancialimplicationslinkingto the FinancialPlan; and
ωRisks.

PHSconducteda wellbeingstaff surveyin August2020 on the impact of
COVID-19. 61% of PHSstaff respondedwhich is a good level of uptake in
comparisonto other staff surveyswe havereviewedin the publicsector.
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WorkforcePlanning(continued)

Sicknessabsenceis 2.1%and turnover is 7.3%. Sicknessabsenceis below
the ScottishGovernmenttarget and turnover is at a low level. This is
consistentwith other nationalboards.

The developmentof a WorkforcePlanby PHSis welcome. As the future
organisationalstructure becomesclearer, the Workforce Plan should be
reviewedto ensureit coversthe medium-term, and includesgoodpractice
assetout in Audit{ŎƻǘƭŀƴŘΩǎreport on NHSWorkforcePlanning.

Thelow levelof compliancewith keypersonnelperformancemanagement
ςobjectives,appraisalsand personaldevelopmentplansςand with the
completion of mandatory coursesposesa risk to the organisationand
suggeststhat monitoring of these areasrequires improvement. Thishas
likely occurreddue to the set up of the new organisationand responding
to COVID-19 PHSis awareof the needto addresstheseareasand hasput
plansin place. Effectivemonitoring of the impact of the actionstaken will
bekeyto ensuringthat anyriskismitigated.
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