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The contents of this report relate only to the matters which have come to our attention, which we believe need to be reported to you as part of our
external audit process. It is not a comprehensive record of all the relevant matters, which may be subject to change, and in particularwe cannot be held
responsible to you for reporting all of the risks which may affect Aberdeenshire IntegrationJoint Board or all weaknesses in yourinternal controls. This
report has been prepared solely for your benefit and Audit Scotland (under the Audit Scotland Code of Practice 2021). We do not accept any responsibility
for any loss occasioned to any third party acting, or refrainingfrom acting on the basis of the content of this report, as this report was not prepared for, nor
intended for, any other purpose.
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Executive Summary (1)

This table summarises the key findings and other matters arising from the external audit of Aberdeenshire Integration Joint Board (1JB) and the preparation of the
financial statements for the year ended 31 March 2023 for those charged with governance (the Board) and the Controller of Audit.

Financial Statements

Summary

Under International Standards of Audit (UK) (ISAs) and Audit Scotland’s
Code of Audit Practice ('the Code'), we are required to report whether, in
our opinion:

* The lJB’s financial statements give a true and fair view of the state of
affairs of the 1JB as at 31 March 2023 and of the income and expenditure
of the organisation for the year then ended;

* the IJB’s financial statements have been properly preparedin accordance
with UK adoptedinternational accountingstandards, as interpreted and
adapted by the 2022/23 Code;

* the lJB’s financial statements have been prepared in accordance with the
requirements of the Local Government (Scotland) Act 1973, The Local
Authority Accounts (Scotland) Regulations 2014, and the Local
Governmentin Scotland Act 2003; and

* the audited part of the Remuneration Report has been properly
preparedin accordance with The Local Authority Accounts (Scotland)
Regulations2014.

We are required to report whether the information given in the
Management Commentary is consistent with the financial statementsand
has been preparedin accordance with statutory guidanceissued under the
Local Governmentin Scotland Act 2003.

We are also required to report on whether the information given in the Annual
Governance Statement is consistent with the financial statements and preparedin
accordance with the Delivering Good Governance in Local government: Framework
(2016).

We issued an unmodified opinion on 10 January 2024.

Draft financial statements

The draft financial statements were presented for audit after the deadline of 30 June
2023, with the IJB authorisingtheir financial statementson 5 July 2023. We have
been supported by Aberdeenshire lJB’s officers during the audit process.

There are improvementsneeded in the underlyingworking papers submitted to
audit, to support the reconciliation ofthe 1JB ledger, to the unaudited financial
statements, and then the respective 1JB entries recorded by NHS Grampianand
Aberdeenshire Council. Thisis a continuation of a recommendationraised by
external auditin prior year. See Appendix 2.

Completion of the Audit

In accordance with Audit Scotland guidelinesthe target sign off date was the 30t
September. 2023 The initial Annual Audit Report was presentedto the 1JB Audit
Committee on 29 November 2023, with a final opinion given of 10 January 2024 after
final queries were resolved. Thisreport has been updated to the date of auditsign
off. Whilst an Audit Committee was planned for September, we needed to re-
priortise resource to the Aberdeenshire Council external audit, delayingthe 1JB audit.
We also, as referenced in this report incurred difficulties in reconciling the unaudited
accounts to underlyingtransactions.

© 2023 Grant Thornton UKLLP.
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Executive Summary (2]

Financial Statements (continued)

Planning and interim audit We would like to take this opportunityto record our appreciation for the
Our planningand interim audit was delayed from the intended audit date of assistance provided by the Chief Finance and Business Officer and other staff
February 2023 atthe 1JB’s request, due to the budget setting process. We in completingthe external audit.

found some difficultiesin obtainingresponses to our documentation requests,
and our Audit Plan was delayed as a result. The target deadline for completion
of an Audit Plan per Audit Scotland guidance was 31 March 2023. Our Audit
Plan was issued on 23 May 2023, and presented to the Audit Committeeon 5
July 2023. A recommendationis noted at Appendix 2 regardingthe timeliness
of the response to the planningand interim audit. Additional auditfee is
sought due to the amount of additional meetingsand extra audit resource
incurred, with the planningand interim audit spanning monthsto complete.

Wider Scope

Under the Audit Scotland Code of Audit Practice (‘the Code’), the scope of
publicaudit extends beyond the audit of the financial statements. The Code
requires auditors to consider the 1JB’s arrangements in respect of financial
management, financial sustainability, vision leadership and governanceand
use of resources to improve outcomes.

In our External Audit Plan for the year ended 31 March 2023, we
documented our assessment of the wider scope risks and planned audit
work. At the planningstage, we identified two risks in respect of financial
sustainabilityand the IJB’s governance arrangements.

Misstatements and recommendations

Our audit work was substantially completed during October and November
2023. Our findings are summarised on pages 6 to 17. Appendix 1 sets outthe
agreed auditadjustmentsincludingdisclosure amendments. There were no
unadjusted misstatements.

We outline our work undertakenin response to the arrangementsin place
and the risks identified and conclude on the effectiveness and

] } ) ) appropriatenessof the arrangementsin place based on the work carried out.
We haveraised two financial statements recommendations for managementas

a result of our audit work on the financial statements. These are set out in
Appendix 2. We have raised three recommendationsfor management as a result of our

audit work on wider scope. These are set out in Appendix 3.

Further details of the work undertaken are outlined on pages 19 to 34.

Our follow up of the four recommendations made by the predecessor auditor
last year are detailed in Appendix 4. All are actioned with one superseded and There remainsa significant risk in respect of financial sustainability given the

forming part of the recommendationswithin Appendix 2. significantfinancial challenges the IJB faces over the longer term. In
addition, an Action Plan in response to Internal Audit’s recommendationson

governance s in the process of being implemented.

© 2023 Grant Thornton UKLLP. 4



Introduction

Scope of our audit work

This report is a summary of our findings from our external audit work for
the financial year at Aberdeenshire lJB. The scope of our audit was set out
in our External Audit Plan.

The core elements of our auditwork in 2022/23 have been:

* An audit of the IJB’s annual report and accounts for the financial year
ended 31 March 2023 [findings reported within this report];

* Consideration ofthe wider dimensions that frame the scope of public
audit as set out in Audit Scotland’s Code of Audit Practice 2021 (‘the
Code’) [within this report];

* Anyother work requested by Audit Scotland.

Our work has been undertakenin accordance with International Standards
of Auditing(ISAs) (UK) and the Code.

This report is addressed to the IJB and the Controller of Audit and will be
published on Audit Scotland's website www.audit-scotland.gov.ukin due
course.

Responsibilities

The IJB has primary responsibility for ensuring the proper financial
stewardship of publicfunds. This includespreparingannual accountsin
accordance with proper accounting practices. The IJB is also responsible
for compliance with legislation, and establishingarrangements over
governance, propriety and regularity that enable it to successfully deliver
its objectives.

© 2023 Grant Thornton UKLLP.
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Our responsibilitiesas independentauditors, appointed by the
Accounts Commission, are set out in the Local Governmentin Scotland
Act 1973, the Code and supplementary guidance, and International
Standardson Auditingin the UK.

The recommendationsor risks identified in this report are only those
that have come to our attention during our normal auditwork and may
not be all that exist. Communicationin this report of matters arising
from the audit or of risks or weaknesses does not absolve officers from
their responsibility to address the issues raised and to maintainan
adequate system of control.

Adding value through our audit work

We aim to add valueto the IJB throughout our audit work. We do this
through using our wider publicsector knowledge and we invited the 1JB
to our annuallocal government accounting workshop.

Through our expertise, we provide constructive, forward-looking
recommendationswhere we identify areas for improvementand
encourage good practice around financial managementand financial
sustainability, risk management and performance monitoring. In so
doing, we aim to help the IJB promote improved standards of
governance, better management and decision making, and more
effective use of resources.


http://www.audit-scotland.gov.uk/
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Audit of the annual report and accounts

Our approach to the audit of the financial statements Internal control environment
In accordance with ISA requirements. we have developed an
° GrantThornton understandingof the 1JB‘s control environment. Our audit is not

controls based and we have not placed reliance on controls
operatingeffectively as our auditis substantivein nature.

In accordance with ISAs, over those areas of significantrisk of

Key audit material misstatement, we consider the design of controlsin place.
matters

Materiality

However, we do not place reliance on the design of controls when
undertakingour substantive testing.

Scoping
Recap of our audit approach and key changes in our audit
strategy

We haveidentified that a risk over the completeness of expenditure
at the planningstage reported in our Audit Plan has changed and

Overall materiality this is rebutted in our final audit approach. Our rationale for this

£5.94 million which represents 1.5% of the 1JB’s gross expenditure. amendment is set out in this final report.
Although gross expenditure increased in the draft financial statements for There are no other changes in our approach since our Audit Plan
2022/23, we determined that materiality would remain the same as the was presented to the Audit Committee on 5 July 2023.

planningstage.

Key audit matters
There were no key audit matters identified.

Significant risks

The significant risks were identified as:
* Managementoverride of controls (ISA (UK) 240)

© 2023 Grant Thornton UKLLP. 6
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Status of Audit Work

As an auditteam, we have focused on concludingour work on the significantaudit risks and the significant classes of transactionswe have identifiedin

our scoping. These are the areas of the accountsthat are, in our view, at greater risk of material misstatements, with a potential toimpact our auditor’s
opinion.

We have completed our audit work, and we issued an unmodified audit opinion on 10 January 2024.

Audit qualityis importantto us, anditis importantas auditors that we take a step back to consider all our auditevidence and the quality of our audit work
on file on completion. Thisincludessufficient documentation of our key auditor judgements and conclusions.

© 2023 Grant Thornton UKLLP.
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Our application of materiality

We applythe concept of materiality both in planningand performing the audit, and in evaluatingthe effect of identified misstatements on the auditand of
uncorrected misstatements, if any, on the financial statements and in forming the opinionin the auditor’sreport. The concept of materialityis fundamental to
the preparation of the financial statements and the audit process and applied not only to the monetary misstatements but also to disclosure requirements and
adherence to acceptableaccountingpractice and applicable law.

Our audit approach was set out in our Audit Plan.

* We reviewed and updated our assessment of materiality from planningbased uponyour 2022/23 draft financial statements and concluded that materiality
is £5.94 million representing 1.5% of Aberdeenshire lJB’s gross expenditure. Although expenditurein the draft financial statements was higher than at our
planningstage, we kept materiality at the levels from the planningstage.

* Performance materiality was set at £3.861 million, representing 65% of our calculated materiality.
* We report to Officers (Management)any differences identified over £0.25 million.

* We appliedalower materiality threshold for disclosures within the Remuneration Reportto Senior Officer and Board Member Remuneration Tablesdue to
the sensitive nature of this disclosure, the lower materiality applied to this area was £0.005 million.

Materiality and performance materiality for fincincial statements as a whole

Headline Materiality threshold Overall materiality has been set at £5.94 million which represents 1.5% of the IJB’s gross expenditure.

Performance Materiality threshold Performance materiality for the year has been set at £3.861 million which represents 65% of financial
statement materiality.

Significant judgements made by auditor in The determination of materiality involvesthe exercise of professional judgement. In determining
determining the materiality materiality, we made the significant judgementsin selecting the appropriate benchmark of expenditure
and the appropriate percentage to applyto the benchmark.

Significant revision(s) of materiality threshold that W calculated materiality during the planningstage of the auditand then during the course of our
were made as the audit progressed audit, we re-assessed initial materiality based on actual gross expenditure for the year ended 31 March
2023 and adjusted our audit procedures accordingly.

© 2023 Grant Thornton UKLLP. 8
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Detecting irregularities, including fraud

Irregularities, includingfraud, are instances of non-compliance with laws and regulations. We design proceduresin line with our responsibilities, to
detect material misstatements in respect of irregularities, includingfraud. Owing to the inherentlimitationsof an audit, there is an unavoidablerisk that
material misstatements in the financial statements may not be detected, even though the auditis properly planned and performed in accordance with
the ISAs (UK).

The extent to which our procedures are capable of detectingirregularities, includingfraud is detailed below:

. We obtained an understanding of the legal and regulatory frameworks that are applicable to Aberdeenshire 1JB and determined that the most
significant which are directly relevantto specific assertions in the financial statements are those related to the reporting frameworks; International
Financial Reporting Standardsand the 2022/23 Local Government Accounting Code of Practice.

. We enquired of Senior Officers and the Chair of the Audit, Performance and Risk Committee, concerning the 1JB’s policies and procedures relating
to the identification, evaluation and compliance with laws and regulations; the detection and response to the risks of fraud; and the establishment
of internal controlsto mitigate risks related to fraud or non-compliance with laws and regulations.

° We enquired of Senior Officers and the Chair of the Audit, Performance and Risk Committee, whether they were aware of any instances of non-
compliance with laws and regulationsor whether they had any knowledge of actual, suspected or alleged fraud.

° We assessed the susceptibility of the IJB’s financial statements to material misstatement, includinghow fraud might occur, by evaluating officers
incentives and opportunities for manipulation of the financial statements. This included the evaluation ofthe risk of management override of
controls which our audit methodology incorporatesas a default significant risk. We have not identified any specific additional risks of management
override relating to the audit of the IJB. Our audit procedures are documented within our response to the significantrisk of managementoverride
of controls below.

° These audit procedures were designed to provide reasonable assurance that the financial statements were free from fraud or error. However,
detectingirregularities that result from fraud is inherently more difficult than detecting those that result from error, as those irregularities that
result from fraud may involve collusion, deliberate concealment, forgery or intentional misrepresentations. Also, the further removed non-
compliance with laws and regulationsis from events and transactions reflected in the financial statements, the less likely we would become aware
of it.

° The team communicationsin respect of potential non-compliance with relevantlaws and regulations, included the potential for fraud in in certain
account balances and significantaccountingestimates.

° In assessing the potential risks of material misstatement, we obtained an understanding of:

— AberdeenshirelJB’s operations, includingthe nature of its operatingrevenue and expenditureand its services and of its objectives and
strategies to understand the classes of transactions, account balances, expected financial statement disclosures and business risks that may
result in risks of material misstatement.

— The lJB’s control environment, includingthe policies and proceduresimplemented by the organisation to ensure compliance with the
requirements of the financial reporting framework.

© 2023 Grant Thornton UKLLP. 9
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Overview of audit risks

The table below summarises the key audit matters and significantrisks discussed in more detail on the subsequent pages. The status of the work is
noted after any amendmentsidentified during the audit process to the financial statements have been actioned by the IJB.

Change in . . .
L . . g Fraud Key audit Level of judgement or Testing Status of
Risk title Risk level risk since isk matter estimation uncertaint approach
Audit Plan ¥ PP work
Management override of controls Significant & 4 x Low Substantive o

'T‘ Assessed risk increase since Audit Plan @® Not considered likely to result in material adjustment or change to disclosures within the financial statements

€> Assessed risk consistent with Audit Plan

J/ Assessed risk decrease since Audit Plan

Potential to result in material adjustment or significant change to disclosures within the financial statements

@ Likely to result in material adjustment or significant change to disclosures within the financial statements

Responding to significant financial statement risks

Significantrisks are defined by ISAs (UK) as risks that, in the judgement of the auditor, require special auditconsideration. In identifyingrisks, audit
teams consider the nature of the risk, the potential magnitude of misstatement, and its likelihood. Significant risks are those risks that have a higher risk
of material misstatement. This section provides commentary on the significantaudit risks communicatedin the External Audit Plan.

© 2023 Grant Thornton UKLLP. 10
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Significant risks and Key Audit Matters (1)

Responding to significant financial statement risks

Significantrisks are defined by ISAs (UK) as risks that, in the judgement of the auditor, require special auditconsideration. In identifyingrisks, audit
teams consider the nature of the risk, the potential magnitude of misstatement, and its likelihood. Significant risks are those risks that havea higher risk
of material misstatement. This section provides commentary on the significantaudit risks communicatedin the External Audit Plan.

Key audit matters

Key audit matters are those matters that, in our professional judgement,
were of most significance in our audit of the IJB’s financial statements of
the current yearand include the most significant assessed risks of material
misstatement (whether or not due to fraud) that we identified.

Description Audit reponse

These matters included those that had the greatest effect on:
* the overall auditstrategy;

* the allocation ofresources in the audit; and directing the efforts of the
engagement team.

These matters were addressed in the context of our audit of the financial
statements as a whole, and in forming our opinionthereon, and we do not
provide a separate opinion on these matters. There were no key audit DiSC'OSU res Key

matters identified. observations

Other risks

Otherrisks are, in the auditor's judgment, those where the risk of material
misstatement is lower than that for a significantrisk, but they are
nonetheless an area of focus for our audit. There were no other risks
identified as part of our procedures.

© 2023 Grant Thornton UKLLP. 11
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Significant risks and Key Audit Matters (2)

Significant risks identified in our Audit Plan

Commentary

Risk 1: Management override of controls

As set out in ISA (UK) 240 (Revised May 2021) ‘The
Auditor’s Responsibilities Relatingto Fraud in an Audit
of Financial Statements’, there is a presumed risk that
management override of controls is present in all
entities. Our risk focuses on the areas of the financial
statements where there is potential for management
to use their judgement to influence the financial
statements alongside the potentialto override the
entity’s internal controls, related to individual
transactions. Our work focuses on journals, critical
estimates and judgements, includingaccounting
policies and unusual transactions.

We haveconsidered the design of controls in place over key accountingestimates and judgements through
performance of walkthrough procedures and planninginquiries with management. In doing this work, we
have concluded there are no significant estimates and judgements within the Annual Report and Accounts.
This is appropriately disclosed within the 1JB’s accounting policies and in line with our understandingof an 1JB
organisation.

As the 1JB itself does not process journals, our work around management override of controls has included:

* obtainingassurance throughthe auditors of Aberdeenshire Counciland NHS Grampian around the controls
in placeinrelationto journalsand management override of controls;

* considered our journalstesting within the Council (as the external auditor of the organisation);

* understood how the 1JB accounts were produced and whether there is an opportunity or incentive for
management to override controls to show an improved IJB financial performance through financial
reporting;

* gainedan understandingof the critical judgements applied by managementin the preparation of the
financial statements of which none were identified;

* gainedan understandingof the key accounting estimates made by management of which there are none
and

* evaluated therationalefor any changes in accounting policies, estimates or significant unusual transactions

Our results

Through our audit procedures performed, we found that there was no evidence of management override of
controls.

As the 1JB’s financial statements are prepared by merging the relevanttransactions from Aberdeenshire
Counciland NHS Grampian, we have agreed the figures to underlyingjointledger reports to confirm accuracy
and completeness.

We did not identify indication of fraud or inappropriate managementbias that could result in a material
misstatement.

© 2023 Grant Thornton UKLLP.
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Significant risks and Key Audit Matters (3)

Other significant risks identified in our Audit Plan Commentary

The revenue cycle includes fraudulent Auditingstandards require us to consider the risk of fraud in revenue. Thisis considered a
transactions presumed risk in all entities.

As set out in ISA (UK) 240 (Revised May 2021), there is Having considered the risk factors set out in ISA 240 and the nature of the revenue streams at

a rebuttable presumed risk that revenue may be Aberdeenshire lJB, we have determined that the risk of fraud arising from revenue recognition can
misstated due to the improper recognition of revenue. be rebutted as there is deemed to be little incentive to manipulate revenue recognition and

This presumption can be rebutted if the auditor opportunitiesto manipulate revenue recognition are deemed to be limited.

concludesthatthere is no risk of material

: _ As part of our work on material transactions and balances, we have agreed revenue balancesto
misstatement due to fraud relatingto revenue

assurance letters provided confirming the balances at NHS and Council level as well as an

recognition. assessment of the income recognition accountingpolicies and relevantdisclosures.
(rebutted)

Our results

Our work has not identified anyissues to raise in relation to revenue recognition.
Risk of fraud in expenditure Having considered the risk factors set out in PN10 and the nature of the expenditure streams at
As set out in practice note 10 (Revised 2022) ‘The AberdeenshirelJB, we have determined that the risk of fraud arising from expenditure recognition
Audit of Public sector Financial Statements’,issued by can be rebutted as opportunitiesto manipulate expenditure recognition are deemed to be
the Public Audit Forum, which appliesto all public limited.

sector entities, we consider there to be an inherent
risk of fraud in expenditure recognition.
(rebutted)

As part of our work on expenditure, we we have agreed revenue balances to assurance letters
provided confirming the balances at NHS and Council level. We have also reviewed expenditure
recognition accountingpolicies and relevantdisclosures.

Our results
Our work has not identified anyissues to raise in relation to expenditure recognition.

© 2023 Grant Thornton UKLLP. 13
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Financial Statements - key judgements and estimates (1)

As requiredin the 1JB’s Accounting Polices note, officers outlinecritical judgements in applyingaccounting policies and in addition, assumptions
about the future and other sources of estimation uncertainty. In particular, where estimates and judgements are identified, these should be
guantified.

This section provides commentary on key estimates and judgementsin line with the enhanced requirements for auditors.

Significant judgement or

. Summary of management’s approach Audit Comments Assessment
estimate
The note within the 1JB accounting policies (Note 3  We have confirmed there are no
Critical Judgements and Estimation Uncertaint significantestimate or judgements .
None ) 8 . . V) g ) Jude Not Applicable
confirms there are no judgements or estimates within the IJB annual reports and

within the 1JB accounts. accounts.

© 2023 Grant Thornton UKLLP. 14
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Other key elements of the financial statements (1)

As part of our audit, there were other key areas of focus during the course of our audit. Whilst not considered a significantrisk, these are areas of
focus either in accordance with the Audit Scotland Code of Audit Practice or ISAs or due to their complexity orimportance to the user of the
accounts:

Issue Commentary
Matters in relation to It is the 1JB’s responsibility to establish arrangements to prevent and detect fraud and other irregularity. As auditors, we
fraud and irregularity obtainreasonableassurance that the financial statements as a whole are free from material misstatement, whether due to

fraud or error. We obtain annual representation from officers and those charged with governance regardingthe 1JB’s
assessment of fraud risk, includinginternal controls,and any known or suspected fraud or misstatement. We havealso
made inquires of internal auditaroundinternal control, fraud risk and any known or suspected frauds in year. We have not
been made aware of any incidentsin the period and no issues in relationto these areas have been identified duringthe
course of our audit procedures that are outside of the usual expected investigations.

Accounting practices We have evaluated the appropriateness of Aberdeenshire IJB’s accounting policies, accounting estimates and financial
statement disclosures. We haveidentified disclosure adjustments required to the financial statements which have been
detailedin Appendix 1.

Matters in relation to We are not aware of any other related parties or related party transactions which have not been disclosed. The only related

related parties parties are Aberdeenshire Counciland NHS Grampian.

Matters in relation to You have not made us aware of any significantincidences of non-compliance with relevantlaws and regulationsand we

laws and regulations have notidentified any incidences from our audit work. We have not identified any cases of money launderingor fraud at
the IJB.

Other information We are required to give an opinion on whether the other information published together with the audited financial

statements (includingthe Annual Report), is materially inconsistent with the financial statements or our knowledge
obtainedin the auditor otherwise appearsto be materially misstated.

Minor amendments have been made to the Annual Report and we are satisfied that there are no material inconsistencies
to report. As these are minor, they do not warrant separate reporting.

© 2023 Grant Thornton UKLLP. 15
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Other key elements of the financial statements (2)

Issue Commentary
Governance We are requiredto report on whether the information given in the Annual Governance Statement is consistent with the financial
statement statements and prepared in accordance with the Delivering Good Governance in Local Government: Framework (2016). No

inconsistencies have been identified; we plan to issue an unmodified opinion in this respect. Minorimprovements can be made to
the Statement, and these have been noted within Appendix 1.

Matters on which  We are required by the Accounts Commission to report to you if, in our opinion:adequate accountingrecords have not been kept;

we report by or the financial statementsand the audited part of the Remuneration Report are not in agreement with the accountingrecords; or

exception we have not received all the information and explanationswe require for our audit or there has been a failure to achieve a
prescribed financial objective. We have nothingto report in respect of these matters.

Written A letter of representation hasbeen requested from the IntegrationJoint Board as required by auditingstandards. This can be found
representations as a separateitem to this report. We have not requested any specific representationsin this letter.

Going concern In performing our work on going concern, we have had reference to Statement of Recommended Practice — Practice Note 10: Audit
of financial statements of publicsector bodies in the United Kingdom (Revised 2022). The Financial Reporting Council recognises
that for particularsectors, it may be necessary to clarify how auditingstandardsare applied to an entity in a manner thatis relevant
and provides useful information to the users of financial statementsin that sector. Practice Note 10 provides that clarification for
audits of publicsector bodies.

Practice Note 10 states thatif the financial reporting framework provides for the adoption of the going concern basis of accounting
on the basis of the anticipated continuation ofthe provision of a service in the future, the auditorapplies the continued provision
of service approach set out in Practice Note 10. The financial reporting framework adopted by the Integration Joint Board meets
this criteria, and so we have applied the continued provision of service approach.

In accordance with Audit Scotland guidance: Going concern in the publicsector, we have therefore considered management’s
(senior officer’s) assessment of the appropriateness of the going concern basis of accountingand conclude that:

* a material uncertainty related to going concern has not been identified

* management’s (senior officer’s) use of the going concern basis of accountingin the preparation of the financial statementsis
appropriate.

© 2023 Grant Thornton UKLLP. 16
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Other findings - Information Technology

This section provides an overview of results from our assessment of Information Technology (IT) environmentand controls which included identifying risks
from the use of IT related to business process controls relevantto the financial audit. This includes an overall IT General Control (ITGC) rating per IT system
and details of the ratings assigned to individual control areas.

ITGC control arearating

Technology
. Level of assessment Overall Security acquisition, Technology Related significant
IT application . . . .
performed ITGC rating management development and infrastructure risks/other risks
maintenance
Oracle—

ITGC assessment (design
and implementation
effectiveness only)

Aberdeenshire
Council’sgeneral
ledger

All significantrisk
areas

Assessment

® Significant deficienciesidentifiedin IT controls relevantto the audit of financial statements
Non-significant deficienciesidentified in IT controls relevant to the audit of financial statements/significant deficiencies identified but with sufficient mitigation of relevant risk
IT controls relevant to the audit of financial statements judged to be effective at the level of testing in scope

® Notinscope for testing

© 2023 Grant Thornton UK LLP. v
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Wider scope audit (1)

This section of our report sets out our conclusions from our auditwork on the wider scope auditdimensions. We take a risk-based auditapproachto wider
scope. Within our audit plan we identified two wider scope risks in relation to financial sustainability and governance arrangements.

As part of our ongoing audit planningaudit work during the year, we have notidentified any additional wider scope audit risks.

\c,l\i/:::r:ssizcr)\pe Plan risk Wider scope audit response and findings Conclusion
Financial No 1Bs’ Financial Management Arrangements ) i )
Management significant The IJB’s financial performance is reported to the Board as an integral part of the budget Our rewgw of fmanuall

risks monitoring process. It compares assumptionsthat were used to develop the budget to monltorlng repo.rts du'rlng
Financial identified. actualsduring the year. Where assumptions are determined unrealisticor changes the Y?ard'_d notidentify any
management is significantfrom budget, this is captured, and actions will be identified to resolve any significantissues.
concerned with adverse variances.
financial We have not identified any
capacity, sound Members are provided with the opportunity to review, challenge and scrutinise the ISSues rega'r'dmgthe skills
budgetary financial performance. The finance team have access to real time information through and capal?lllty offlnar?ce ]
processes and the finance ledger systems within Aberdeenshire Counciland NHS Grampian to provide staff within the organisation.
whether the accurate financial monitoringreports.
control
environment Aberdeenshire IJB will commission services from Aberdeenshire Council and NHS
and internal Grampian.The IJB have a Governance Handbook with the contentsincludingthe
controls are Standing Orders, Scheme of Delegation and Financial Regulationshowever, the partner
operating organisationsfinancial documents will also be followed.
effectively.

Finance Team

Individualsinvolved inthe preparation and reporting of financialinformation are
qgualified and experienced and held finance positions at the organisation for a number of
years. Given the nature of the IJB and how it operates, the finance team is relatively
small, and if staff shortages or sickness arise, the organisation could face capacity issues.

© 2023 Grant Thornton UKLLP. 19
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Wider scope audit (2)

Wider scope  Plan

. . . Wider scope audit response and findings Conclusion

dimension risk

Financial Financial Performance Overall, we are satisfjed that

management The 2022/23 Revenue Budget Report was presented to Aberdeenshire IJB Board on 30 F&igg:lamvgg;’pé;%rrﬁte

(continued) M.ar.ch 2022. The budget was set at.£374.22.5 miII_ion,with set aside budget.of £3.1.297 arrangements ign place. The 1B
million. There were new pressures in year (includingworkforce and pay uplifts, winter has achieved a balanced budget
recruitment, social care uplifts and out of area packages) of £22.1 million which exceeded  for 2022/23.
new funding being made availableto the 1JB by £3.2 million. This meant that the 1B We have not identified a
needed to achieve savings of £3.2 millionin 2022/23 to achievefinancial balance. significantrisk in relationto the

financial managementarea.
Duringthe year, due to the revisions to the budget, the revised 2022/23 budget was
£389.110 million. However, the actual financial outturn for 2022/23 was £395.511 million
meaningthere was a £6.4 million overspend, which equatedto 1.65% of the budget. This
could be broken down as:
* health budgets overspend of £4.8 million
* social care budgets overspend of £2.1 million
* funds overspend of £0.5 million

This overspend was funded through the general fund reserve balance which meant thata
balanced budget for the IJB was achievedin 2022/23.

All revisions to the budget were clearly stated in the finance monitoringreports.

© 2023 Grant Thornton UKLLP. 20
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Wider scope audit (3]

\c;\i/::;ssiz(:\pe Plan risk Wider scope audit response and findings Conclusion

Financial Significantrisk Budgeting We have not identified
Sustainability identified in Aberdeenshire lJB has two main sources of fundingwhich is received from Aberdeenshire anyissues regardingthe
Financial sustainability relation to Counciland NHS Grampian. In recent years, additional investment for health and social budgetingarrangements
looks forward to the future care has been provided by the Scottish Government and this is passported through either in place at

medium to longer financial plans the local authority or the health board however, this is not constantand cannot be relied AberdeenshirelJB. We
term to consider for 2023/24 upon. consider these

whether the body is and beyond arrangements to be
planning effectively to Aberdeenshire lJB undertakes an annual budget process which forms part of the wider effective and
continueto deliverits medium term strategy process. This includes discussions taking place between appropriate.

services or the way in
which they should be
delivered

management, Aberdeenshire Counciland NHS Grampian regardingfunding requirements.

The Aberdeenshire Integration Joint Board Revenue Budget for 2023/24 is £393.5 million
which includes £32.3 million set aside services which represents Aberdeenshire’s share of
the Large Hospital Services. The total funding provided totals £390.4 million, providinga
budget deficit of £3.050 million being forecast, with a balanced budget being presented
through the use of general reserves. This represents less than 0.8% of the 1JB’s overall
budget.

As at 31 March 2023, the revised 2023/24 budget was £412.236 million, with a forecast
year-end position of £427.282 millionresultingin a revised out of balance position for
2023/24, with savings applied of £15.048 million. In consideringthe planned use of
reserves of £3.050 million, the revised out of balance positionis £11.998 million.

Medium Term Financial Strategy

Aberdeenshire 1B approved the 2023/24 revenue budget in March 2023 as part of
agreeing the wider Medium Term Financial Strategy (MTFS). The MTFS spans a five-year
period to 2028/29 however, is reviewed on an annual basis as part of the budget setting
process.

© 2023 Grant Thornton UKLLP.
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Wider scope Plan
dimension risk

Wider scope audit response and findings

Commercial in confidence

Conclusion

Financial
sustainability
(continued)

Medium Term Financial Strategy (continued)

Aberdeenshire Council referenced in their approved 2023/24 budget, that there are risks associated with the
Health and Social Care Partnerships due to inflationary pressures and changes to demand and demographics.
Fundingof £3.991 million has been allocated within the Council’sreserves to be availableif these risks
materialise resulting in additional funding being requested from the Council.

The budget setting for 2023/24 includes planned savings, efficiencies and use of reserves totalling £7.8 million
and given the level of savings required, these will be challengingto deliver:

£°000

Total Savings Required

The fundinggap rises to over £40.4 million by 2028/29 over the next five years if funding levelsand demand
for services continue on current trends. This equates to an annual requirement of the need to identify circa
£8.0 million of new cash releasing savings each year over the next five years, equivalentto 2% of the total IJB
budget. The financial pressures for 2024/25 and beyond are significant, with a £10.2 million funding gap

forecast in 2024/25.

Total Estimated

Expenditure 406,955
Total Funding 393.755
Financial (10.200)

Challenge

403,166

(17,505)

500
1,200
3,000

3,100
7,800

2024/25 | 2025/26 | 2026/27 | 2027/28 | 2028/29
£000 £7000 £’'000 £°000 £000

420,671

435,661

409,690

(24,971)

Reducing the underlying
overspend in future years
will be challengingand use
of reserves is being relied on
however, this does not
address the fundamental
challenge Aberdeenshire |JB
hasin deliveringfuture
balanced budgets.

To achieve financial
sustainabilityand reduce
reliance on useable reserves
to bridge funding gaps, the
1JB will need to identifyand
deliver significant savings
and transformation to
reduce fundinggaps and
continueto deliver key
services and lJB priorities.
There is a risk that where
savings and transformation
plansare not delivered, in
the short to medium term
this could providefinancial
sustainability challengesfor
the IJB.

© 2023 Grant Thornton UKLLP.
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Wider scope audit (5)

Wider scope  Plan

. . . Wider scope audit response and findings Conclusion

dimension risk

Financial Every year, the 1JB will face cost pressures as a result of a range of factors includingdemand, The level of reserves is at an

sustainability inflationand changes in legislation. Costs such as pay uplifts, rising inflation, cost of living unsustainable level which

(continued) crises and supply chain pressures are embedded withinthe MTFS however, given the economic emphasises the need for saving
uncertainty of these factors, this could result in a growth of the cumulative funding gap. and transformation plansto be

implemented and achieved.

Reserves Any overspends will require
Reserves are a key performance indicator of monitoringthe financial health of a body. At 31 additional fundingto be agreed
March 2023, the IJB’s general reserve balance was £3.298 millionand £13.631 million of and provided by the partner
reserves which were fully earmarked. During 2022/23, the IJB utilised £34.724 million of organisations.
reserves. The table below outlines the movementin reserves during 2022/23: An action plan

recommendation has been
future financial plans.

As at 31 March 2022 7,908 36,954 44,862

Transferred In 3,786 3,005 6,791

Transferred Out (8,39¢) (26,328)  (34,724)

Balance at 31 March 2023 3,298 13,631 16,929

A large proportion of the use of reserves (£14.731 million) was in relation to the cessation of
Covid 19 expenditure, with the Scottish Government clawing back the fundingon the
earmarked reserve. This was not specific to Aberdeenshire IJB and was done across the
entirety of Scotland.

The continued reliance on reserves is not sustainableand although it helps achieve a balanced
budgetin 2023/24, the 1JB will not have sufficient available earmarked reserves to draw upon
in order to meet the 2024/25 funding gap. This emphasises the importance of deliveringon
saving plansand any overspends that arise will need to be funded by the relevant partner

organisation.
© 2023 GrantThornton UKLLP. 23
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Commercial in confidence

Wider scope Plan . . .. .
. CoP . Wider scope audit response and findings Conclusion
dimension risk
Financial Reserves (continued) To ensure financial sustainability

sustainability
(continued)

© 2023 Grant Thornton UK

The 1)B has budgeted to utilise £3.050 million of general earmarked reserves in 2023/24 to achieve a
balanced budget. The earmarked reserves include £3.050 million earmarked to assist with the
implementation ofthe Medium Term Financial Plan. In addition, in order to bridge the out of balance
position currently being forecast for 2023/24, the use of reserves would result in the reserves
balancingreducingto zero. The use of reserves to balance the budget should not be relied upon, as
this is finiteand not a way to create financial sustainability for the 1JB and the 1JB will need to prioritise
and focus on transformation to ensure that reserves are used for their intended purpose and not to
meet budget gaps.

Transformation Plans

The increase in the cumulative fundinggap positionin the next five years is significantand outlines
serious concerns over the future financial sustainability of the 1JB where additional fundingis not
provided or where the 1JB does not operate within its funding allocation. This creates a risk, as
Aberdeenshire IJB will have to balance ensuring that it maintainsfinancial sustainability with ensuring
thatit continuesits service delivery to meet its priorities.

To reduce the current funding gap, a major transformation programme will need to be undertaken.The
1JB has recognised the fact that it will require transformational redesign to reduce future fundinggaps
and reshape the organisationto ensure efficient service delivery and notes that services will have to be
transformed and recalibrated to meet demographic, workforce and infrastructure factors, resulting in
significantchanges for the 1JB, its partnersand the population of Aberdeenshire. The IJB have noted
that these changes, will require working together to focus on limited resources on offering services
which are sustainable over the longer term and are targeted at those with the greatest need.

Substantial transformationis required to bring about financial sustainability. The size and scale of
transformation required to deliver the savings and efficiencies required to close the projected funding
gap is unprecedented. It is importantthat IJB members have oversight of the transformation
programme to ensure the savings and efficiencies required to reduce future funding gaps can be
delivered.

for the medium to longer term,
the 1JB will need to ensure that it
is able to deliverincreased
income and efficiency initiatives
to reduce costs and deliver
financial benefits. The 1JB will
need to upscale the pace and
delivery of transformation to
achieve and mitigate the risk of
becoming financially
unsustainable.

An action plan recommendation
has been raised in Appendix 3
around future financial plans.
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Wider scope  Plan risk

Wider scope audit response and findings

Commercial in confidence

Conclusion

dimension

Vision, No
Leadership significant
and risks
Governance identified
Vision,

Leadershipand
Governance s
concerned with
the
effectiveness
of scrutiny and
governance
arrangements,
leadershipand
decision
making, and
transparent
reporting of
financialand
performance
information.

© 2023 Grant Thornton UKLLP.

Leadership and Committee Effectiveness

Aberdeenshire 1JB hold a committee-based structure which has delegated functionsto several
committees who subsequently become responsible for the administration of services. There are
currently three different committees, namely the Board, the Audit Committee and the Clinical
and Adult Social Work Governance Committee.

The Audit Committee undertakes the role of Those Charged with Governance (TCWG) and looks
to consider reports and obtain assurance through internal and external audit reports concerning
the IJB’s functions. The Committee also obtains assurance over performance monitoringand
receive reports on the performance of and trends within the IJB’s services in terms of service
standardsand performance information.

Monitoring of action plan progress and service performance in key areas is reported to ensure a
process of continuousimprovement. However, self-evaluationis something that could be
improved upon at the IJB and there are various frameworks and tools such as the Public Service
Improvement Framework (PSIF). This allows [JBs with the opportunityto evaluate on strengths
and weaknesses and draw any themes arising from results of self evaluations. This allows the
implementation ofany necessary action plansto support continuousimprovementin priority
areas and ensure it is demonstratingcompliance against the CIPFA Code of Principles for
Delivering Good Governance (revised 2016). The process of implementinga self-evaluationin
Committees such as the Audit Committee and full Board may help to identify strengths and
weaknesses that can be improved through an implementation plan.

Governance Statement

The Governance Statement details the composition and governance structure of Aberdeenshire
IJB and how that supports the achievement of the organisation’s priority themes. From review of
the Statement, we are satisfied that it reflects the key findings from audit, scrutiny and

inspection.

Our review of attendance of
members at Committee meetings
has not flagged anyissues. We are
satisfied that the governance
arrangements are appropriateand
operate effectively.

We concludethat the Audit
Committee effectively challenge
and scrutinise reports presented
and ensure effective decision
making, but note the last meeting
was on 5 July 2023 which is over 4
months ago.

AberdeenshirelJB publishes
minutes of each Committee online,
to ensure transparency of decision
making.

We recommend that
AberdeenshirelJB look to
implement an annual self
evaluation and consider the results
of this evaluation onan annual
basis to identify strengths as well
as areas for improvementin order
to support continuous
improvementand plan for
succession. An action plan
recommendation has been raised
in Appendix 4.
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Wider scope Plan  Wider scope audit response and findings Conclusion

dimension risk

Vision, Risk Management We are satisfied that the key risks have
Leadership The organisation maintainsa strategic risk register which sets out the inherentrisks being been identified and that the pace of
and faced by Aberdeenshire 1JB, together with a current assessment on the level of the risks  improvementis appropriateto the risks
Governance and mitigatingactions being taken to reduce the impact of the risks. This report is and challenges facing Aberdeenshire IJB.
(continued) presented to the Audit Committee for their oversight and comment.

The 1JB has in place a wide range of
Any changes made to the risk register since it was last presented to the Committee are policiesand procedures designed to
easily identifiableand are highlighted to members. Risk scores are weighted, based on ensure compliance with laws and
assessment accordingto their likelihood and corresponding impact. There are currently  regulations, includingfor example
forty-nine risks identified on the risk register, which covers risks across numerousareas  financial regulationsand standingorders.
such as sufficiency and availability of resource, health and social care policy alignment Our review of these policies have found
and workforce capacity. Of the forty-nine identified, there is currently eighteenratedas the policiesto be comprehensive, current
high risk and work is ongoing to reduce to an acceptablelevel. and promoted within the organisation.

Internal controls

The IJB hasin place a range of policies and procedures designed to ensure compliance
with laws and regulations, including for example financial regulationsand standing orders
contained within the Governance Handbook. There were last updatedin June 2022.

Aberdeenshire lJB does not haveits own separate code of conduct, whistleblowingor
fraud policies and follows those set out by the partner organisations.
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Wider Plan  Wider scope audit response and findings Conclusion
scope risk

dimension

Vision, ) Internal audit activity is undertaken by the Chief Internal Auditor of Aberdeenshire Council. Internal auditundertook The 1JB have an
Leadership several reviews during the financial yearincluding ADP and IJB governance arrangements, adults with incapacity, day effective internal
OG":I,emance care establishmentsand criminal justice. Of the five reviews reported to the 5 July Audit Committee, three were rated  audit functionin

(continued)

as major and two as moderate. This resulted in an overall assurance opinion for the 2022/23 financial year of limited
assurance. The internal audit opinion notes that “it is my opinion that | can only provide limited assurance thatthe
Aberdeenshire Integration Joint Board had adequate systems of governance, risk management and internal control,
coveringthe period 1 April 2022 to 31 March 2023”. Fundamentally, there are weaknesses in the framework of
governance, risk managementand control and there is a risk it could become inadequate and ineffective.

The Audit Committee received update reports from internal audit on a regular basis which outlined the work
undertakenin the period since the prior Committee. These were provided alongside any outcomes of follow up audits
and the results of any new audits undertaken. This provides Audit Committee members the opportunityto gain
assurance thatinternal controls are operatingas expected.

From our review of internal auditreports and Audit Committee minutes, we have not identified any evidence of
significantgaps in the assurance obtained by the Audit Committee in relation to the work programme undertaken.

We noted that a number of the recommendationsacross various audits are still to be implemented, requiring revised
dates of implementation to be agreed within the 1JB and there is a risk should these not be actioned on a timely basis
by managementwithin the 1JB. As at July 2023, there were sixteen outstandingauditrecommendations of which all
were past their due dates and four were past their revised due dates (three moderate and one minor rated).

place to assist with
assurance over
governance
framework, risk and
internal controls.

We noted that audit
recommendations
are not
implemented timely
and dates of
implementation are
regularly changed.
We have raised an
action plan
recommendationin
Appendix 3.

© 2023 Grant Thornton UKLLP.
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Wider scope  Plan Wider scope audit response and findings Conclusion
dimension risk
Vision, Leadership It is of vitalimportance to Aberdeenshire lJB that auditrecommendationsand specifically To ensure oversight of NHS

and Governance

(continued) major rated recommendationsare actioned on a timely basis to ensure the risks outlined Grampianinternal audit reports,
continue

within each auditrecommendation do not come into fruition resulting in operational and reportingto the Audit
reputational damage. There are several major recommendations whereby the Committee needs to be
implementation date keeps being updated for example, from the Aberdeenshire Alcohol strengthened.

and Drugs Partnership review, there were four major recommendations, of which all four An action plan recommendation
had an original due date of March 2023, which was subsequently revised to September has been raised in Appendix 3.
2023.

From review of Audit Committee papers, internal audit reportingis heavily based on
activities within Aberdeenshire Council however, NHS Grampian’sinternal auditors
prepare reports that are also relevantto Aberdeenshire 1JB. At present, there are existing
links with NHS Grampianinternal audit function however, Aberdeenshire lJB should look
to strengthen the reporting of NHS Grampian’sinternal audit results within the IJB where
relevantto provide oversight to members and to providea complete picture of both
organisations.
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Wider scope
dimension

Plan risk Wider scope audit response and findings

Commercial in confidence

Conclusion

Use of Resources No
significant
Bodies need to make  risks

Strategic Plan and Performance Reporting

The vision of the Strategic Plan is clearly set out as “buildingon a
best use of their identified. person’s abilities, we will deliver high quality person-centred care to

resources to meet
stated outcomes and
improvement
objectives, through
effective planningand
working with strategic
partners and
communities. This
includes
demonstrating
economy, efficiency,
and effectiveness with
financialand other
resources and
reporting performance
against outcomes.

enhance their independence and wellbeingin their own communities”
and the strategic priorities are centered around five key headings;
preventionand early intervention, reshaping care, engagement, tackling
inequalitiesand public protection and effective use of resources.

A performance report is published annually which outlines the [JB’s
annual performance against the strategic priorities of the Health and
Social Care Partnership and evidencingsome of the key achievements
and challenges faced by the 1JB. Additionally, performance in relation to
the key strategic performance indicatorsis reviewed alongside the 1JB’s
performance in relationto the Scottish Government’s core suite of
nationalintegration indicatorswhich allows comparisons to be made
over time and against Scotland as a whole.

Our review of the most recent 2022/23 annual performance report
highlightsthat out of the twenty-three indicators, fourteen were
showing as green (current position is the same or better than Scotland),
three indicatorswere showing as amber (performing is worse than
Scotland but within 5%) and two were showing as red (performance is
worse than Scotland by 5%).

Aberdeenshire faces the challenge of an
increasing older population with a declinein
working age population, staff recruitment
challenges and lack of available affordable
accommodation againsta backdrop of significant
financial challenge. Adult social care is widely
publicised as being under pressure in all local
government authorities, so this issue is not
specific to Aberdeenshire IJB. The 1JB will need to
ensure thatit is able to continue to deliver safe
and effective adult services considering the
challengingfinancial background faced alongside
a growing aging demographic. This will require
wider transformation of the 1JB which is outlined
within the Financial Sustainability section of this
report.

We haveobtained assurance that appropriate
performance monitoringand reporting
arrangementsare in place at the 1JB, and where
indicatorsare worsening, the 1JB then agree upon
actions that need to be taken to improve
performance.

© 2023 Grant Thornton UKLLP.
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Wider Plan Wider scope audit response and findings Conclusion

scope risk

dimension

Use of There were four indicatorthat datais not available for reporting. The red We have noted good practice in relationto the

Resources indicatorsrelated to: community stakeholder engagement whereby

(continued) * percentage of people with positive experience of the care provided by their GP  the IJB ensure stakeholders are engaged in
practice (Aberdeenshire IJB 58%, Scotland 67%) helpingform new strategies, which has helped

* percentage of adults supported at home who agreed they felt safe drive IJB priorities for the future.

(Aberdeenshire 1JB 75%, Scotland 80%)

We have not identified a significantrisk in

Stakeholder Engagement relationto the use of resources to improve
outcomes area.

Aberdeenshire Health & Social Care Partnership is committed to ensuring the

people of Aberdeenshire are at the heart of the services being delivered so

individuals get the right care and support whatever their needs, at the right time

andin the right setting at any pointin their care journey. To do this, Aberdeenshire

IJB engages with the people who are supported by its services, their unpaid carers,

those who deliver the service and those who may havean interest, in order to

inform how they can be improved.

Engage Aberdeenshireis the Health & Social Care Partnership’s community
engagement and participation hub where information can be found on
engagement activities, includingthe latest updatesand ways in which the public
can actively participate. Thishub is for everyone across Aberdeenshire, including
people who access health and social care services, unpaid carers, staff, local
communities and partners. The purpose of the hub is to provide opportunities for
people to influence decision-makingand delivery of services, through
collaboration and co-design.
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Plan risk Conclusion
Other We did not Climate Change
wider identifyany We have considered six specified questions related to climate change, as mandated by Audit Scotland. We are also
scope specific risks in required to submit a questionnaire to Audit Scotland responding to the questions by the reporting deadline. We have not
areas relationto identified anysignificant risks in respect to climate change. Aberdeenshire 1JB does not haveits own separate climate

climatechangeat changearrangementsbut ratherfollows those set out by the partner organisations.

Aberdeenshire

IntegrationJoint  The IJB has considered the impact of climate change on its financial statements and have concluded that it is unlikely to
Board. have a material impact.

We are satisfied that there is no significantrisk in relationto climate change.

Other We did not Cyber Security
wider identifyany We have considered risks related to cyber security during our audit of Aberdeenshire Integration Joint Board’s financial
scope specific risks in statementsin line with the guidanceissued by Audit Scotland’s Digital Audit team. We have not identified any significant
areas relationto cyber  issues in relationto cyber security or the arrangements in place in relationto cyber security . Note that our judgementis
security at based on our IT general work performed on the arrangementsin place, but this this does not involve detailed testing of
Aberdeenshire system penetration controls.
1JB.

We are satisfied that there is no significantrisk in relation to cyber security.
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Best Value

Best Value audit response and findings

Best Value work under the new Code of Audit Practice is fully integrated withinthe annual auditwork performed by appointed auditorsand their teams.
As part of our integrated wider-scope annual auditwork, we as appointed auditors use a risk-based approach to assess and report whether the
company has made proper arrangements for securing Best Valueand how the body demonstrates that it is meeting Best Value responsibilities.

As part of our wider scope work, we have raised an audit recommendationin relation to the follow up of auditreports and recommendations however,
a reporting mechanism should also be introduced to Audit Committee to ensure external auditrecommendationsare implemented and monitored for
completion. An action plan recommendation has been raised in Appendix 3.

Although the new Code suggested that Controllerreports would be required for 1JBs, this is no longer applicablein light of the anticipated plansfor the
National Care Service. At a national level, there is a proposal to reform the social care system in Scotland (the National Care Service). As part of the
proposal, the Scottish Government has outlined plans to create a new national body responsible for overseeing the delivery of social care services. This
body would work closely with 1JBs to ensure that services are delivered in a co-ordinated and efficient manner. Further details of how 1JBs will fit into
the proposed system has not yet been fully communicated however, will impact Aberdeenshire IJB in future years.

© 2023 Grant Thornton UKLLP.
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1. Audit Adjustments (1)

We are requiredto report all non-trivial misstatements to those charged with governance, whether or not the accounts have been adjusted by
management.

Impact of adjusted misstatements

During the course of the audit, there were no adjusted non-trivial misstatements which were made that require reporting within our Annual Audit
Report.

Impact of unadjusted misstatements

Duringthe course of the audit, there were no unadjusted non-trivial misstatements which were made that require reporting within our Annual Audit

Report.

Impact of unadjusted misstatementsin the prior year

There were no issues identified in the prior year.
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1. Audit Adjustments (2}

Misclassification and disclosure changes

The table below provides details of substantive misclassification and disclosure changes identified duringthe audit which have been made in the final set of
financial statements. This is nota complete list, as this does not include minor changes requested by the audit team includingtypos and formatting requests.

This list of misclassification and disclosure changes reflects presentational adjustmentsto the financial statements which have no impact on the 1JB’s reported

financial position.

Disclosure Comments Adjusted?
Review of Annual Report We identified some minor formatting issues as part of our review of the Annual Report and Accounts. These were Yes
and Accounts (General) raised and processed by management where necessary and do not warrantseparate reporting.
Management commentary Additional disclosure was added to note the impact on reserves of future projections. Yes
Annual Governance Minorimprovements were made to the Annual Governance Statement to include more disclosure about the Internal  Yes
Statement Audit reports issued during the year.
Note 2 - Accounting Disclosure was added for all future accountingstandardsrelevantto 2023/24. Yes
standardsnot yet adopted
Note 5 — Taxationandnon- A transposition error was noted in the 2021/22 comparatoras the NHS Grampian figure was initially recorded as Yes
specific grant income £270.672 million when it should have been £270.262 million. The total was correct in the note and the

comprehensive income and expenditure was correct.
Note 9 — Related Party The debtors’ balances with related parties (Aberdeenshire Council and NHS Grampian) were added into this Yes
Transactions disclosure note.
Note 11 — Events after the This note was updated as expected to bring it up to date to the signing of the financial statements. Yes
Reporting Period
Note 12 - Audit fees A separatedisclosure was added for audit fees and to note there are no non audit services provided. Yes

© 2023 Grant Thornton UKLLP.
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2. Action plan and recommendations -
Financial statements audit (1)

We haveidentified two recommendations for Aberdeenshire IJB during our audit of the financial statements for the year ended 31 March 2023. We
have agreed our recommendations with management and will report on progress on these recommendationsduring our 2023/24 audit. The matters
reported here are limited to those deficiencies that we haveidentified during the course of our audit and that we have concluded are of sufficient
importance to merit being reported to you in accordance with auditing standards.

Assessment Issue and risk Recommendations

Medium 1. Consolidation working papers Ensure that working papers for final accounts are available at the 1JB level to

Working papers to evidence the consolidation of the evidence the transactions within the financial statements.

Council and Health figures to arrive at the 1JB draft financial
statements are required. Although there are Counciland Management response
Health separate working papers, additional work is
required to understand and work through how these
become the values within the draft financial statements.

As part of the planningprocess for the 2023/24 auditthis matter has been
discussed with Council and Health financial management colleagues to
ensure the consolidation of the separate working papersinto an 1JB working

Thisissue was also noted by the previous auditor. paperto provide an audit trail to the 1JB draft financial statements. The
The risk of error is higher, additional auditresource is content of the new consolidated working paper will be agreed with external
required, and previous recommendations by auditorsare audit to ensure it meets the requirements of the recommendation.

not being implemented.

Officer: Chris Smith
Date for implementation: 29 February 2024

Controls

High — Significant effect on financial statements
Medium — Limited effect on financial statements
Low — Best practice
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2. Action plan and recommendations -
Financial statements audit (2)

Assessment Issue and risk Recommendations

Medium 2. Timeliness of response and interim audit The planningand interim audit should be completed before
March as planned, with the 1JB meeting those deadlines

Additional auditresource was required due to the postponement of
with timely responses to auditrequests.

planning,and the number of months it took to complete the planningaudit.
Additional meetingsand audit work was required, and the work was
completed over several months as a result. Responses to working paper Management response
requests and queries were not timely, and an Audit Plan was not able to be
produced until May 2023, which was outside of planned AuditScotland
target deadlines.

The IJB will ensure that the planningand interim audit will
be able to be completed by agreed timeline, with a deadline

of 26 February 2024 in place with agreement to provide
The risk is that reportingrisks in the Audit Plan is not timely. In addition, requested information to external auditthrough use of Inflo

delaysinaudit planninghas animpact on audit scheduling. online system. Our partners are also aware of the timelines
and at planning meetings we have requested that data
required specifically for the IJB is provided to ensure
deadlineis met

Responsible Officer: Chris Smith
Implementation date: 29 February 2024
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3. Action plan and recommendations - Wider
scope and Best Value (1)

We have set out below, based on our auditwork undertakenin 2022/23, the key recommendationsarising from our wider scope and Best Value audit
work. We have identified three recommendations.

Recommendation Agreed management response/Officer/Date

1. Financial Sustainability — Future Financial Plans Management response:

The budget setting process for 2024/25 was initiated at an early stage in 2023 with
regular budget development sessions taking place with IJB, senior management
team and senior colleagues from our partner organisations. A balanced budget for
2024/25 will be presented to the 1JB in March 2024. The balanced budget will be
premised on funding from partner organisations, savings plans relating to service
review, an upscaled transformation programme in conjunction with our partners
and a number of efficiencies programmes. To ensure the continued sustainability
detailed financial monitoring will continue throughout 2024/25 to ensure all
elements approved to set a balanced budget are being achieved.There is also the
added impact of havingno usable reserves, as was the case pre Covid, to assist in
balancingthe budget. We will continue to work closely with partners to ensure
assistance with efficiencies, transformation and cost reductions plans, appreciative
of materiality, pace of change and mitigatingany impact on the deliverability of
services.

The 1JB has not yet identified the savings and efficiencies required in
order to eliminate the large funding gap predicted for 2024/25 and
beyond. There is a risk without detailed transformation plans, there will
be continuedreliance on reserves to bridge fundinggaps which will
create financial sustainability issues for the IJB.

Recommendation: A depth of pace will need to be undertaken on the
transformation programme to ensure the 1JB can bridge the significant
funding gap in a short space of time, to ensure that not only efficiencies
can be delivered but that financial sustainability can be achieved. To
ensure financial sustainability for the medium to longer term, the 1JB will
need to ensure that it is able to deliverincreased productivityand
efficiency initiativesto reduce costs and deliver financial benefits. The
1JB will need to upscale the pace and delivery of transformationto
achieve and mitigate the risk of becoming financially unsustainable.
Once plansarein place, the IJB will need to continue to monitor the
percentage level of adequatereserves as funding gaps continue to grow
to ensure reserves do not dip to an unsustainable level.

Responsible Officer: Pamela Miliken

Implementation Date: 20 March 2024 for budget setting and ongoing review
throughoutfinancial year 2024/25
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3. Action plan and recommendations - Wider

scope and Best Value (2]

Recommendation

Agreed management response/Officer/Date

2. Vision, Leadership and Governance — Self-Evaluation

Aberdeenshire lJB do not complete annual self-evaluation of the Board or Audit
Committee. There is a risk that the 1JB is unable to identify strengths as well as areas
for improvement and demonstrate how it delivers Best Value.

Recommendation

Aberdeenshire lJB should look to implement an annual self evaluation for the relevant
Committees and consider the results of this evaluation onan annual basisin order to
support continuousimprovement and plan for succession

Management response:

An annual self-evaluation review has been implemented for the IJB and the
1JB Audit Committee with results to be reported to the relevant committees
with a planto assist continuousimprovementand succession planning.

Responsible Officer: Pamela Miliken

Implementation Date: Implemented. Ongoing on an annual basis

3. Vision, Leadership and Governance —Audit Recommendations

There is a risk that audit recommendationsare not monitored, implemented timely
and with dates of implementation regularly changed, the risks outlined within each
audit recommendation come into fruition resulting in organisation and reputational
damage.

Recommendation

Aberdeenshire lJB should ensure that both internal and external audit
recommendationsare properly monitored for implementation and audit
recommendation dates are realistic when set. Where dates are moved or not met, a
thorough understandingand follow up of these should be sought and explanations
provided. A mechanism should be implemented to follow up on officers should missing
recommendation deadlinesbecomes regular.

Management response:

We continueto monitorinternal and external audit recommendationsand
ensure that implementation datesset are realistic. Where dates not met or
extended we provide follow up regarding reasons. The recently
implemented Internal Audit tracker system will ensure regular follow up on
all recommendations. We also have the IJB Risk and Assurance group, which
reports to the IJB Audit Committee. This group will review the Internal Audit
process, with assistance of governance colleagues, from planningstage, to
scope of audit, to agreement of recommendationsand through to
implementation. We will continue to work closely with internal and external
audit to ensure recommendations are signed off as completed
appropriately.

Responsible Officer: Pamela Miliken

Implementation Date: Process implemented with ongoing review
throughoutfinancial year 2024/25
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4. Progress against prior year
recommendations (1)

Progress against prior year audit recommendations
The predecessor auditor identified the followingissues in their 2021/22 audit of Aberdeenshire IJB’s financial statements and their wider scope work. This
resulted in four recommendations being reported in their 2021/22 Annual Audit Report.

See below the follow up on the implementation ofthese prior year recommendationsand an assessment of the progress and whether anyare not yet
implemented.

For the four recommendations made by the predecessor auditor, three have been actioned within the year and have been closed. The one remaining issue
below noted on page 40 requires action.

Recommendation Management Update Auditor conclusion

1. Issue: There was a delay in the preparation of reconciliations Finance officers form partner organisationsmeet Outstanding.

of income and expenditure between partnersand the IJB. on a regular basis to agree transactionsand This issue has arisen again,
Followingreceipt of the reconciliations, it was difficultto follow balancesto ensure consistency of understanding and this action has not been
the audit trail between NHS Grampian and the 1JB. Although and accountingtreatment. implemented. We have
the nominated finance officers from partner bodies arein recommended in Appendix2
regular contact, actual transactionsand balances are not that consolidation working
regularly agreed. papersare required as
additional auditresource is
Risk: There are material differences in partners’ annual required to work through the
accounts. Counciland Health separate
working papersto understand
Previous auditor recommendation: Finance officers from how they become the 1JB
partner bodies should regularly meet and agree transactions transactions within the
and balances with the 1B to ensure consistency of financial statements

understandingand accountingtreatment
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4. Progress against prior year
recommendations (2)

Recommendation Management Update Auditor conclusion

2. Issue: The management commentary that accompaniesthe financial statements This has been undertaken by the CFO  Complete.
should explain the results in simple terms and provide clarity to readers in order to help and CO to improve on layoutand

them understand how the IJB has performed, both in financial terms againstbudgetand contentto improveclarity and

non-financial terms, against key service indicatorswhere possible. simplification of results.

Risk: The performance of the IJB may not be transparent, and the reader may not fully
understand key messages.

Previous auditor recommendation: The process for the preparation of the management
commentary requires review to ensure the document complies with Scottish
Government guidance and the Code of Practice on Local Authority Accounting.

3. Issue: The audit trail on this cost centre was clouded by the treatment of expenditure Accountingarrangementsand working Complete.

funded by reserves. Covid related expenditure of £5m was incurred but this was not papersin relationto MBS costs have

initially posted to MBS costs, instead transfers from reserves were posted as expenditure been reviewed and working papers for

and then reversed. Similarly, unspentfunding was incorrectly posted as expenditureand 22/23 explained any material

then reversed. movements on account balancesto
previousyears.

Risk: There are material misstatementsin the annual accounts.

Previous auditor recommendation: The accountingarrangements for funding need to
be reviewed as do the accountingarrangements for expenditure funded by reserves.
Working papers need to explain material movements on account balances when
compared with the previousyear.
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4. Progress against prior year
recommendations (3]

Recommendation Management Update Auditor conclusion
4. Issue: With the ongoingimpact of Covid-19, performance reportingis still More detailed and frequent Complete.
largely dependenton thematic reporting on projects contained inthe Strategic performance information has been
Delivery Plan. Local performance information has not yet been developed. presented to the 1JB throughout
2022/23.

Risk: There s a risk that the board is not able to undertake effective scrutiny.

Previous auditor recommendation: As recommended in our 2020/21 Annual
Audit Report, performance information should be presented on a regular basis to
ensure that the IJB members are aware of overall performance and able to hold
partners to account.
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5. Audit fees, ethics and independence (1)

Independence and ethics

We confirm that there are no significant facts or matters thatimpact on our independence as auditorsthat we are required or wish to draw to your attention
and consider that an objective reasonable and informed third party would take the same view. We have complied with the Financial Reporting Council's
Ethical Standard and confirm that we, as a firm, and each covered person, are independentand are able to express an objective opinion on the financial

statements.

As part of our assessment of our independence we note the following matters:

Matter

Conclusion

Relationshipswith Grant Thornton

We are not aware of any relationships between Grant Thornton and Aberdeenshire 1JB that may reasonably
be thought to bear on our integrity, independence and objectivity.

Relationshipsand Investments held by individuals

We have not identified any potential issues in respect of personal relationships with the
entity or investmentsin the organisation held by individuals.

Employmentof Grant Thornton staff

We are not aware of any former Grant Thornton partners or staff being employed, or holdingdiscussions in
respect of employment, by the 1JB as a director or in a senior management role covering financial,
accountingor controlrelated areas.

Business relationships

We have not identified any business relationships between Grant Thornton and Aberdeenshire 1JB.

Contingentfees in relation to non-audit services

No contingentfee arrangementsare in place, note that there are no non-auditservices provided.

Gifts and hospitality

We have not identified any gifts or hospitality provided to, or received from, a member of the organisation’s
board, senior management or staff.

We confirm that there are no significant facts or matters thatimpact on our independence as auditorsthat we are required or wish to draw to your attention
and consider that an objective reasonable and informed third party would take the same view. The firm and each covered person have complied with the
Financial Reporting Council’s Ethical Standard and confirm that we are independentand are able to express an objective opinion on the financial statements.
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5. Audit fees, ethics and independence (2}

Fees and non-audit services

The tables below set out the total fees for auditand other services charged from the beginning of the financial year to the current date, as well as the
threats to our independence and safeguards have been applied to mitigate these threats.

For the purposes of our audit, we have made enquiries of all Grant Thornton teams within the Grant Thornton International Limited network member
firms providingservices to Aberdeenshire IJB. The table summarises all non-audit services which were identified.

External Audit Fee

Fees for other services

Annual Service Fees £
Servi P‘?Udg R AUdg We confirm that for 2022/23, we did not Nil
ervice an eport receive any fees for non-auditservices

External Auditor Remuneration £33,370 £37,320
Contribution to Audit Scotland support costs £1,270 £1,270
Contribution to Performance Audit and Best Value £6,350 £6,350
Sectoral Cap Adjustment (£9,520) (£9,520)
2022/23 Audit Fee £31,470 £35,420

We have sought £3,950 additional auditfee due to the delays and extra time required at the planningand interim audit stage as well as additional
queries at finalaccounts. In addition, extra resource was required to work through the final accounts transactions to understand the consolidated
position as working papers provided were from the Counciland Health perspective only.

The initial auditfee was included in our Audit Plan which was approved by the Audit Committee on 5 July 2023.
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5. Audit fees, ethics and independence (3)

The fees do no reconcile to the financial statements - we have provided a reconciliation below (fees round £'000 in the financial statements):

- Fees perfinancial statements (within Note 4) £28

- Rebate withinthe financial statements £3
Additional auditfees fa
Total fees per page 44 £35

Client service

We take our client service seriously and continuously seek your feedback on our external auditservice. Shouldyou feel our service falls short of
expected standards please contact Joanne Brown, Head of Public Sector Assurance Scotlandin the first instance who oversees our portfolio of
Audit Scotland work (joanne.e.brown@uk.gt.com). Alternatively, should you wish to raise your concerns further please contact Mark Stocks,
Partner and Head of Public Sector Assurance, 103 Colmore Row, Birmingham, B3 3AG. If yourfeedback relatesto audit qualityand we have not
successfully resolved your concerns, your concerns should be reported to John Gilchrist, Audit Scotland Quality and Appointmentsin accordance
with the Audit Scotland audit quality complaints process.

Transparency

Grant Thornton publishes an annual Transparency Report, which sets out detailsof the action we have taken over the past year to improve audit
quality as well as the results of internal and external quality inspections. For more detailssee Transparency report 2021 (grantthornton.co.uk)
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6. Communication of audit matters

Annual Report

Our communication plan Audit Plan (our ISA 260
Report)

Respective responsibilities of auditorand management/those charged with governance .

Overview of the planned scope and timing of the audit, including planningassessment of audit risks and wider scope .

risks

Confirmation of independence and objectivity . .

A statementthat we have complied with relevant ethical requirements regardingindependence. Relationshipsand
other matters which might be thought to bear on independence. Details of non-audit work performed by Grant

Thornton UK LLP and network firms, together with fees charged. Details of safeguards applied to threats to ’ ’
independence

Significant matters in relation to going concern ° °
Views about the qualitative aspects of the 1JB’s accountingand financial reporting practices, includingaccounting .
policies, accounting estimates and financial statement disclosures

Significantfindings from the audit .
Significant matters and issues arising during the audit and written representationsthat have been sought .
Significantdifficultiesencountered during the audit .
Significantdeficienciesin internal control identified duringthe audit .
Significant matters arising in connection with related parties °
Identification orsuspicion of fraud involvingmanagementand/or which results in material misstatement of the .
financial statements

Non-compliance with laws and regulations .
Unadjusted misstatements and material disclosure omissions .
Expected modificationsto the auditor's report, or emphasis of matter. .
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