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Executive Summary

This report presents the findings arising from the external audit of the 2019/20
financial statements.

The annual external audit report provides an unqualified opinion on the
2019/20 financial statements, including the remuneration report and annual
governance statement. The report identifies a number of areas for
improvement and includes 5 specific recommendations for management
action.

Recommendations
The Audit Committee is asked to:
note the contents of this report.

consider the recommendations and action plan contained in 2019/20 external
audit annual report.

Background

The Accounts Commission appointed Ernst and Young as the 1JB’s external
auditors for financial years 2016/17 to 2021/22. The external audit function
provided by Ernst and Young is undertaken in accordance with the Local
Government (Scotland) Act 1973 and Audit Scotland’s Code of Audit Practice,
together with relevant standards and guidance issued by the Financial
Reporting Council and all applicable legislation.

In addition to the review of the financial statements, Ernst and Young are
required to evaluate the |JB’s arrangements in respect of financial
management, financial sustainability, governance and transparency and value
for money. This forms part of the wider scope of public audit and supports
achievement of best value.

Due to the impact of Covid-19, the auditors placed additional focus on the
adequacy of the I1JB’s disclosures in relation to the pandemic and the adoption
of the going concern principle as the basis for the preparation of the accounts.
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Key Audit Findings

The external audit annual report provides an unqualified audit opinion on the
IJB’s 2019/20 financial statements. The accounts are therefore considered to
provide a true and fair view of the |JB’s financial position. In addition, the
report confirms there are no material uncertainties in relation to the going
concern status of the IJB.

In terms of the wider scope areas of the audit, the report highlights a number
of ongoing risks in relation to financial sustainability, longer term risk sharing
arrangements/financial management and best value. 5 specific improvement
recommendations are included in the report, 4 of which are classified as grade
11. All 5 recommendations have been agreed by the Chief Officer and Chief
Finance Officer and are summarised below:

o The 1JB should ensure that the medium term financial plan saving
summary is completed for the full 5-year period of the financial plan, to
allow for potential funding gaps and savings targets to be identified by
the |JB and partners as soon as possible.

o The 1JB must review the 5 Year Financial Plan, and Strategic Plan, to
respond to the impact of the global pandemic. This should include an
assessment about the appropriateness and achievability of savings
moving forward.

o Falkirk IJB and partner bodies should take further steps to allow for full
integration, in line with the expectation of the MSG and Audit Scotland.
The MSG draft improvement plan should be finalised and follow up
reports presented to the Board on a regular basis to allow for
appropriate governance overview regarding integration.

o The 1JB should ensure that risk sharing is embedded into the
integration scheme which is due to be formally reviewed by November
2020. This will allow for longer-term financial management.

o The 1JB should conduct a self-assessment against Best Value guidance
to allow it to demonstrate to the Board key requirements are in place.
Results can be considered in conjunction with the MSG integration
improvement plan to further embed integration with the partnership.

Further detail, including the management response is contained in appendix D
of the external audit annual report. Note that 6 of the 12 recommendations
from the previous financial year remain outstanding and 4 have been
superseded by 2019/20 recommendations (see appendix E of the external
audit annual report).

' Classified as a key risk and/or significant deficiency critical to the achievement of strategic objectives.
Consequently management needs to address and seek resolution urgently.
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Conclusions

External audit have provided an unqualified audit opinion on the 2019/20
financial statements.

As part of the wider scope areas of the audit, 5 specific improvement
recommendations were identified and these have been accepted by
management. The action plan presented in the external audit annual report at
appendix D outlines the initial management response to the
recommendations, including identification of the lead/responsible officer and
an indicative implementation date. The action plan will be monitored and
regular updates presented to the Audit Committee as appropriate.

Resource Implications
There are no implications arising from this report.

Impact on IJB Outcomes and Priorities
The production and audit of annual accounts/financial statements is a
statutory requirement of the IJB.

Directions
A new Direction or amendment to an existing Direction is not required as a
result of the recommendations of this report

Legal & Risk Implications

There are no legal implications arising from the report recommendations. The
key risk implication relates to Failure to deliver improvements in respect of the
external audit recommendations could impact on delivery of the vision and
outcomes set out in the Strategic Plan.

Consultation
Consultation is not required. The audited accounts and external audit report
are available online.

Equalities Assessment
An equalities assessment is not required.

Report Author

Jillian Thomson, Chief Finance Officer

List of Background Papers
N/A



8. Appendices

Appendix 1: 2019/20 External Audit Annual Report
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About this report

This report has been prepared in accordance with Terms of Appointment Letter from Audit Scotland dated 31 May 2016 through which
the Accounts Commission has appointed us as external auditor of Falkirk Integration Joint Board (the 1JB) for financial years 2016/17 to
2021/22. We undertake our audit in accordance with the Local Government (Scotland) Act 1973 and our responsibilities as set out within
Audit Scotland’s Code of Audit Practice. This report is for the benefit of the 1JB and is made available to the Accounts Commission, the
Controller of Audit and Audit Scotland. This report has not been designed to be of benefit to anyone except the recipients. In preparing
this report we have not taken into account the interests, needs or circumstances of anyone apart from the recipients, even though we may
have been aware that others might read this report.

Any party other than the Recipients that obtains access to this report or a copy (under the Freedom of Information Act 2000, the Freedom
of Information (Scotland) Act 2002, through a Recipient's Publication Scheme or otherwise) and chooses to rely on this report (or any part
of it) does so at its own risk. To the fullest extent permitted by law, Ernst & Young LLP does not assume any responsibility and will not
accept any liability in respect of this report to any party other than the Recipients

Complaints

If at any time you would like to discuss with us how our service to you could be improved, or if you are dissatisfied with the service you are
receiving, you may take the issue up with Stephen Reid who is our partner responsible for services under appointment by Audit Scotland,
telephone 0131 777 2839, email sreid2@uk.ey.com. If you prefer an alternative route, please contact Hywel Ball, our Managing Partner,

1 More London Place, London SE1 2AF. We undertake to look into any complaint carefully and promptly and to do all we can to explain the
position to you. Should you remain dissatisfied with any aspect of our service, or with how your complaint has been handled, you can refer
the matter to Diane McGiffen, Audit Scotland, 4th Floor, 102 West Port, Edinburgh, EH3 9DN. Alternatively you may of course take matters
up with our professional institute. We can provide further information on how you may contact our professional institute.



We intend to issue an
unqualified audit opinion on
the 1JB’s 2019/20 financial
statements

We updated our risk
assessment in response to
the global pandemic, and as
a result placed additional
focus on:

the adequacy of the 1JB’s
disclosures in relation to
the pandemic; and

management’s
assessment of going
concern.

Executive Summary: Key Conclusions
from our 2019/20 audit

Financial Statements

We have concluded our audit of the 1JB’s financial statements for the year ended
31 March 2020. No audit adjustments were required to be made and there are no
unadjusted differences that we are required to communicate. The draft financial
statements and supporting working papers were of a good quality, in line with
previous years. We worked with the Chief Finance Officer to update and make
improvements to the Management Commentary and notes to the financial
statements, in particular to reflect the implications of the Covid-19 global
pandemic on the financial statements, and the 1JB’s planning processes.

We concluded that the other information subject to audit, including the applicable
parts of the Remuneration Report and the Annual Governance Statement were
appropriate. We were satisfied that the Annual Governance Statement reflects the
requirements of the Delivering Good Governance Framework, and the key changes
in governance arrangements that were required as a result of changes to working
practices due to Covid-19.

Going Concern

Management is required to conclude on the going concern basis of preparation in
the financial statements. As a result of the unprecedented financial and
operational pressures faced by the IJB to respond to Covid-19, we placed
additional emphasis on management’s assessment of going concern, and
particularly the need to report on the impact of financial pressures on the 1JB and
its financial sustainability.

The 1JB has submitted regular mobilisation plans to the Scottish Government to
estimate the financial impact of Covid-19, which reflect the impact of the
pandemic on the delivery of services and the additional costs associated with
Covid-19. Key areas of additional spend include:

staffing costs to provide cover for front-line staff sickness, self-isolation and
shielding and provision of PPE;

additional care home beds in the community to create contingency capacity and
maintain patient care; and

prescribing (additional drug costs) and financial sustainability payments to
support external care providers.

Under the Integration Scheme, the financial costs and therefore key financial risks
remain with the 1JB’s partners, NHS Forth Valley and Falkirk Council. We were
therefore satisfied that the IJB remains a going concern, but consider the related
risks to the delivery of the 1JB’s Strategic Plan within our wider scope assessment
of Financial Sustainability.

3 Falkirk 1JB Annual Audit Report 2019/20 EY
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We have drawn upon our
wider scope work to conclude
on the IJB’s approach to Best
Value. We note that the 1JB
has made some improvement
in working relationships,
including effective
governance arrangements.

We recommend that the 1JB
completes a self-assessment
against the Audit Scotland’s
Best Value guidance for 1JBs
during 2020/21. In our view,
until this is in place, the 1JB
cannot fully demonstrate that
it meets its Best Value
responsibilities.

Falkirk 1JB Annual Audit Report 2019/20

Wider Scope and Best Value

We summarise the conclusion we reached in response to our work on the wider scope

dimensions below.

Financial Sustainability

Our Annual Audit Plan identified a
significant risk in relation to continued
financial pressures. The 1JB has an
approved medium term financial plan
for the period to 2025. However, the
impact of Covid-19 has added further
financial pressure and uncertainty to
the IJB and its partners. These financial
pressures require either financial
support from partners or the Scottish
Government, or the re-prioritisation of
services provided. The ability of
partners to agree and achieve required
savings will therefore determine the
success of integration in Falkirk.

Financial Management

The 1IB relied on non-recurring funding
to deliver a £0.352 million deficit in
2019-20, including £1.706 million in
additional contributions from NHS Forth
Valley to meet overspends on health
services.

The 1JB has recently updated its
reserves policy, and as a result
increased the maximum level of
contingency/general reserves to allow
for offsetting the impact of unforeseen
events or emergency situations.

We are satisfied that the core financial
management arrangements established
by the IJB are adequate for the current
management of its financial activities.

Governance and Transparency

While progress was made to
implement integrated structures, in
2019/20, a number of key
governance processes that are
required to support integration are
not yet in place.

The 1JB responded quickly to ensure
that governance arrangements were
appropriate and operating effectively
during the lockdown period caused
by the global pandemic. We were
satisfied that Board members have
access to sufficient information as a
result of the continuance of virtual
meetings, and regular briefings to all
members.

Value for Money

The 1B exercised powers granted by
the Coronavirus (Scotland) Act 2020
to delay the publishing of the annual
performance report for 2019/20.

The Annual Performance Report
2019/20 was finalised in November
2020 and highlights mixed
performance, with improvement in
areas related to positive experiences
of care and healthy living and
premature mortality rate, but lower
performance for key indicators
including readmission to hospital
within 28 days and fall rate per
ageing population.

EY




As a result of the impact
of Covid-19, Audit
Scotland and the
Accounts Commission
agreed to extend our
appointment as external
auditor of the 1JB by at
least 12 months, to
2021/22.

Purpose of this report

In accordance with the Local Government (Scotland) Act 1973, the Accounts
Commission appointed EY as the external auditor of Falkirk Integration Joint Board
(“the 1JB”). Our appointment term has been extended by a further 12 months, to
financial year 2021/22. We undertake our audit in accordance with the Code of
Audit Practice (the Code), issued by Audit Scotland in May 2016; Auditing Standards
and guidance issued by the Financial Reporting Council; relevant legislation; and
other guidance issued by Audit Scotland.

This Annual Audit Report is designed to summarise the key findings and conclusions
from our audit work. It is addressed to both members of the 1JB and the Controller
of Audit, and presented to those charged with governance. This report is provided
to Audit Scotland and will be published on their website.

We draw your attention to the fact that our audit was not designed to identify all
matters that may be relevant to the 1JB. Our views on internal control and
governance arrangements have been based solely on the audit procedures
performed in respect of the audit of the financial statements and the other
procedures performed in fulfilling our audit plan.

A key objective of our audit reporting is to add value by supporting the
improvement of the use of public money. We aim to achieve this through sharing
our insights from our audit work, our observations around where the 1JB employs
best practice and where practices can be improved. We use these insights to form
our audit recommendations to support the 1JB in improving its practices around
financial management and control, as well as around key aspects of the wider scope
dimensions of audit. Such areas we have identified are highlighted throughout this
report together with our judgements and conclusions regarding arrangements, and
where relevant recommendations and actions agreed with management.

Our independence

We confirm that we have undertaken client and engagement continuance
procedures, which include our assessment of our continuing independence to act as
external auditor.

5 Falkirk 1JB Annual Audit Report 2019/20 EY



The ongoing disruption to the
delivery of health and social
care a result of the Covid-19
has a pervasive impact upon
the financial statements.

The financial statements have
been updated to reflect the
impact of Covid-19 on the
1JB’s financial position and
performance.

Scope and Responsibilities

The Code sets out the responsibilities of both the IJB and the auditor (summarised in
Appendix A). We outlined these in our Annual Audit Plan, which was presented to the
audit committee on 6 March 2020.

The impact of the Covid-19 Pandemic

We conducted our planning in accordance with Audit Scotland’s Code of Audit Practice in
February 2020, and presented our Annual Audit Plan to the IJB’s audit committee, before
the declaration of the global Covid-19 pandemic and the resulting lockdown
arrangements. We recognise that the pandemic has had a profound impact on the 1JB,
and on partner staff who deliver frontline services. As a result, we revisited our planning
assessments for the 2019/20 audit.

The impact occurred late in the financial year, and as a result the financial results were in
line with our expectations. There were no additional transaction streams before 31 March
2020 that would require new accounting policies or treatments.

The 1JB has worked with partners and the Scottish Government to identify additional
costs as a result of the pandemic within mobilisation plans. However, there was no
material spike in activity prior to 31 March 2020. As a result of our assessment we have
not identified any new financial statement risks. There are, however, a number of areas
of the financial statements that have been impacted by Covid-19, including:

Governance Statement: The 1JB and its partners moved to critical service delivery in
March 2020 at the commencement of the lockdown. The governance statement
captures how the control environment changed during the period and what steps
were taken to maintain a robust control environment during the disruption.

Disclosures and estimates: Additional disclosures were required throughout the
financial statements, including the management commentary, to reflect the additional
risks facing the 1JB and how these have impacted the key judgements and estimates
made in preparation of the financial statements. These include disclosures on
significant events after the balance sheet date.

Going concern: In accordance with the CIPFA Code of Local Government Accounting,
the IJB should prepare its financial statements on a going concern basis unless
informed by the relevant national body of the intention for dissolution without
transfer of services or function to another entity. Covid-19 has created increased
financial pressures throughout the public sector. Uncertainty remains about the level
of financial support that may become available from the Scottish Government to
reflect the financial consequences. In light of this, the audit placed increased focus on
management’s assertion regarding the going concern basis of preparation in the
financial statements. The results of this assessment are reported in Section 2 on page
13.

6 Falkirk 1JB Annual Audit Report 2019/20 EY



We remain satisfied that the
values reported in our Audit
Planning Report for planning
materiality, performance
materiality and our audit
threshold for reporting
differences remain
appropriate.

Overall Materiality

1% of the 1JB’s net expendit

Adaption to remote working

Our audit fieldwork was completed remotely as a result of the Scottish
Government’s lockdown restrictions. There were two key impacts:

Additional work was required to assess the format of evidence provided and
where necessary, procedures were performed to validate the authenticity of
evidence.

All contact with the Chief Finance Officer was conducted via virtual meetings.
We would take this opportunity to thank the full 1JB team for their co-operation
and support throughout this period.

Our review and reassessment of materiality

Our Annual Audit Plan explained that our audit procedures would be performed
using a materiality of £2.1 million. We have considered whether any change to our
materiality was required in light of Covid-19 and we remain satisfied that the
materiality values reported within our Annual Audit Plan remain appropriate.

Our evaluation requires professional judgement and so takes into account
qualitative as well as quantitative considerations. Factors which we consider include
the perspectives and expectations of users of the financial statements as well as our
risk assessment as to the likelihood of material misstatements arising in the
financial statements.

Tolerable Error Nominal amount

£1.6 million

e . Materiality at anindividpal accqunt level . . Level that we will report to committee
soutined in our Annual Adit fan, based on considerations around the
expectations of financial statement users and qualitative factors, we apply lower
materiality levels to the audit of the Remuneration Report and Related Party

Transactions.
Financial statement audit

We are responsible for conducting an audit of the 1JB’s financial statements. We
provide an opinion as to:

whether they give a true and fair view of the financial position of the IJB as at 31
March 2020 and its expenditure and income for the year then ended; and

whether they have been properly prepared in accordance with the Local
Government (Scotland) Act 1973 and the 2019/20 Code of Practice on Local
Authority Accounting in the United Kingdom.

We also review and report on the consistency of the other information prepared
and published along with the financial statements. Our findings are summarised in
Section 2 of this report.

7 Falkirk 1JB Annual Audit Report 2019/20 EY
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Wider Scope audit

Our responsibilities extend beyond the audit of the financial statements. The Code
requires auditors to provide judgements and conclusions on the four dimensions of
wider scope public audit:

Financial management;

Financial sustainability;
Governance and transparency; and
Value for money.

Our findings are summarised in Section 3 of this report.

Best Value

Our Annual Audit Plan outlined a requirement to comment on how effectively the 1JB
demonstrates that it meets its Best Value responsibilities to the Board. Our wider
scope audit work, and the judgements and conclusions reached in these areas,
contribute to the overall assessment and assurance on the achievement of Best Value.
We outline our findings and assessment for 2020/21 on page 25.

Our Plan also noted that we would consider the 1JB’s arrangements against guidance
issued by Audit Scotland, Auditing Best Value — Integration Joint Boards (March 2018,).
In light of the 1JB’s focus on responding to and recovery from the pandemic, we have
elected to delay our work in this area until 2020/21, to allow us to draw upon the 1JB’s
self-assessment.

We are also required to draw upon our wider scope work to conclude on the extent to
which the IJB can demonstrate and evidence the achievement of Best Value. Our
findings are summarised in Section 3 of this report.

EY



The Regulations were
amended to allow the JB to
delay preparation of the
financial statements.
However, the draft financial
statements were submitted
for audit in line with planned
timescales. The inspection
notice was published in
accordance with
requirements.

9 Falkirk 1JB Annual Audit Report 2019/20

Introduction

The annual financial statements provide the 1JB with an opportunity to demonstrate
accountability for the resources that it has the power to direct, and report on its overall
performance in the application of those resources during the year.

This section of our report summarises the audit work undertaken to support our audit
opinion, including our conclusions in response to the significant and other risks identified
in our Annual Audit Plan.

The plan highlighted one area that we identified as a fraud risk relating to the risk of fraud
in revenue and expenditure recognition, including through management override of
controls. This assessment was not changed as a result of the impact of Covid-19.

Compliance with Regulation

The Local Authority Accounts (Scotland) Regulations 2014 set out the statutory
requirements on the IJB to prepare financial statements, ensure their availability for
public inspection and consideration by the board or a committee with an audit or
governance remit. Schedule 6 of the Coronavirus (Scotland) Act 2020 allowed the IJB to
postpone submitting the unaudited financial statements to auditors and publishing the
audited financial statements until it was reasonably practicable to do so. Despite the
pandemic, the Board complied with the regulations and the normal timescale concerning
preparation, publication and approval of its annual accounts. We received the unaudited
financial statements on 19 June 2020, in line with planned timescales.

The inspection notice was published by Falkirk Council on the 1JB’s behalf on 4 June 2020,
in line with the requirements of the Regulations. No objections were received in relation
to the financial statements.

Audit Outcomes

We identified no unadjusted audit differences arising from the audit. Our overall audit
opinion is summarised on the following page.

EY



Element of opinion

Financial statements

® Truth and fairness of the state of
affairs of the 1JB at 31 March 2020
and its expenditure and income for
the year then ended

Financial statements in accordance
with the relevant financial
reporting framework

Going concern

® We are required to conclude and
report on the appropriateness of
the use of the going concern basis
of accounting

Other information

® \We are required to consider
whether the other information in
the financial statements is
materially inconsistent with other
knowledge obtained during the
audit

Matters prescribed by the Accounts
Commission

® Audited part of remuneration
report has been properly prepared.

Management commentary / annual
governance statement are
consistent with the financial
statements and have been properly
prepared.

Matters on which we are required to
report by exception

10 Falkirk 1JB Annual Audit Report 2019/20

Our audit opinion

Basis of our opinion

We report on the outcomes of our audit procedures to respond
to our assessed risk of misstatements, including significant risks
within this section of our report. We did not identify any areas
of material misstatement.

We are satisfied that accounting policies are appropriate and
estimates are reasonable

We have considered the financial statements against Code
requirements, and additional guidance issued by CIPFA and
Audit Scotland.

We conduct core financial statements audit work, including
management’s assessment of the appropriateness of the going
concern basis

Wider scope procedures including the forecasts are considered
as part of our work on financial sustainability.

We conduct a range of substantive procedures on the financial
statements. Our conclusion draws upon:

Review of committee and board minutes and papers, regular
discussions with management, our understanding of the 1JB
and the wider sector.

Audit Scotland’s Improving the Quality of Local Government
Annual Accounts: Integration Joint Boards Good Practice
Note.

Our procedures include:

Agreeing the format of the reports to regulations and
agreeing the disclosures to underlying accounting records,
including to the underlying partner’s accounting records.

Reviewing the content of narrative disclosures to
information known to us.

Our assessment of the Annual Governance Statement
against the Delivering Good Governance Code.

We are required to report on whether:
there has been a failure to achieve a prescribed financial
objective,
adequate accounting records have been kept,

financial statements and the audited part of the
Remuneration Report are not in agreement with the
accounting records, or

we have not received the information we require.

Conclusions

We have issued an
unqualified audit
opinion on the 2019/20
financial statements of
the 1JB.

In accordance with the
work reported on page
13, we have no matters
to report.

We are satisfied that
the Annual Report
meets the core
requirements set out in
the Code of Practice on
Local Authority
Accounting.

We have issued an
unqualified opinion.

We have no matters to
report.

EY



Significant and fraud audit risks

Risk of Fraud in expenditure recognition, including through management override of
controls

As we outlined in our Annual Audit Plan, ISA (UK) 240 requires us to assume that fraud
risk from income recognition is a significant risk. In the public sector, we extend our
consideration to the risk of material misstatement by manipulation of expenditure.

Due to the nature of funding to the IJB from Falkirk Council and NHS Forth Valley, we
rebutted the assumed fraud risk in respect of the income. For expenditure we associated
the risk to the assurance over the existence and occurrence of expenditure incurred by
the IJB in commissioning services from the partners.

We undertake specific, additional procedures for income and expenditure streams where
we identified a fraud risk. For 2019/20 our work included:

We challenged management on how the IJB gains assurance over the expenditure it
incurs and the basis of payments it makes to its partner bodies to deliver
commissioned services. Management present financial information to the 1JB that
clarifies the source of information provided by each of the I1JB partners. Reports to the
1JB at the year end also made clear that the year end outturn represented the
approval by the IJB of the final expenditure incurred in commissioning services from
Falkirk Council and NHS Forth Valley.

Review of additional revenue streams and cut off testing for additional income
received as a result of the Covid-19 outbreak.

As part of the year end process, the 1JB obtained written confirmation statements
from the Director of Finance at NHS Forth Valley and Chief Finance Officer at Falkirk
Council of the spend by the respective bodies on delivering services, and hence their
request for payment from the 1JB to cover those costs. We obtained a copy of those
confirmations and agreed figures within the financial statement to source
documentation.

We obtained independent confirmation from the appointed auditor at both Falkirk
Council and NHS Forth Valley of the income and expenditure transactions recorded at
their respective audited bodies. The confirmations agreed the income and
expenditure amounts transacted in the year.

11 | Falkirk IJB Annual Audit Report 2019/20 EY



Risk of management override

Our Annual Audit Plan recognises that under ISA (UK) 240, management is considered to
be in a unique position to perpetrate fraud in financial reporting because of its ability to
manipulate accounting records directly or indirectly by overriding controls that
otherwise appear to be operating effectively. We respond to this risk on every
engagement.

Risk of Fraud

We considered the risk of fraud, enquired with management about their assessment
of the risks of fraud and the controls to address those risks. We also updated and
developed our understanding of the oversight of those charged with governance
over management’s processes over fraud.

Testing on Journal Entries

We tested the appropriateness of manual journal entries recorded in the general
ledger and other adjustments made in the preparation of the financial statements.
We obtained all journals posted by management to record the transactions of the
1B, which are hosted on the Falkirk Council financial ledger. All of the journals for
the 1JB’s transactions were posted at the year end and we reviewed all of these in
the course of our work.

Judgements and Estimates

We agreed with management’s assessment that there are no material accounting
estimates included in the financial statements. We confirmed the process for
ensuring that there were no claims applicable to the IJB which required provision to
be made as part of its participation in CNORIS (Clinical Negligence & Other Risks
Indemnity Scheme).

Accounting Policies

We considered the consistency and application of accounting policies, and the
overall presentation of financial information. We consider the accounting policies
adopted by the 1JB to be appropriate. There were no significant accounting practices
which materially depart from what is acceptable under IFRS or the Code.

Our conclusions

Our testing has not identified any material misstatements relating to revenue and expenditure recognition.
We did not identify any areas of significant estimation or judgement as part of our audit work in these areas.

We have not identified any material weaknesses in the design and implementation of controls around journal
processing. We did not identify any instances of evidence of management override of controls.

There was no disagreement during the course of the audit over any accounting treatment or disclosure and
we encountered no significant difficulties in the audit.

12 | Falkirk IJB Annual Audit Report 2019/20 EY



The rationale for going
concern remains the same,
but we placed increased
focus on management’s
assertion of going concern
and disclosures relating to
financial sustainability as a
result of the uncertainty and
unprecedented budget

pressures caused by Covid-19.

Our conclusions

Going concern

In accordance with the CIPFA Code of Practice on Local Government Accounting, the 1JB
prepares its financial statements on a going concern basis unless informed by the
Scottish Government of the intention for dissolution without transfer of services or
function to another entity. CIPFA bulletin 05 (closure of the 2019/20 financial
statements) states that while there is likely to be a significant impact of Covid-19 on local
authority financial sustainability, the rationale for the going concern basis of reporting
has not changed.

However, under the revised auditing standard, ISA 570, we are required to undertake
greater challenge of management’s assessment of going concern, including testing of
the adequacy of the supporting evidence we obtained. In light of the unprecedented
nature of Covid-19, its impact on the funding of public sector entities and uncertainty
over the form and extent of government support, we placed increased focus on
management’s assertion regarding the going concern basis of preparation in the
financial statements, and particularly the need to report on the impact of financial
pressures on the IJB and its financial sustainability. Management’s going concern
assessment and associated disclosures cover the 12 month period from the date of
approval of the financial statements, including the expected impact on the Five Year
Financial Plan.

The IJB’s funding from and commissioning of services to partners has been confirmed for
2020/21, and a medium term financial plan has been prepared through to 2025. Work is
ongoing with partners to refine the mobilisation plan prepared by the IJB at the request
of the Scottish Government to quantify the financial impact of Covid-19 on the IJB in the
immediate term. While there remains uncertainty about the level of Scottish
Government funding in relation to Covid-19 additional costs, ultimately any costs will be
met by the IJB’s partners in line with the terms of the Integration Scheme.

The Integration Scheme sets out the process to be followed should the 1JB overspend
against the agreed budget. The Chief Officer is expected to manage the budget to
ensure that there are no overspends. Where an unexpected overspend is likely, the
Chief Officer should agree corrective action to mitigate the overspend. Where this does
not resolve the gap, agreement must be made between the partners, to agree a
recovery plan to balance the budget. Where this is unsuccessful and the 1JB overspends
at the year end, partners provide a voluntary additional one-off payment to reflect the
level of overspend.

The 1JB has therefore concluded that there are no material uncertainties around its
going concern status.

We are satisfied that the 1JB remains a going concern.

We challenged management on the adequacy of some of the disclosures in relation to going concern and the
expected medium term impact of Covid-19, and a number of improved disclosures were made to the financial

statements.
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Our wider scope audit work,
and the judgements and
conclusions reached in these
areas, contribute to the
overall assessment and
assurance on the
achievement of Best Value.

Introduction

We are required to reach conclusions in relation to the effectiveness and appropriateness
of the 1JB’s arrangements for the four wider scope audit dimensions, and draw upon these
assessments to form conclusions on the [JB’s ability to demonstrate Best Value in its
activities.

We apply our professional judgement to risk assess and focus our work on each of the
dimensions. In doing so, we draw upon conclusions expressed by other bodies including
the IJB’s internal auditors and the Care Inspectorate, along with national reports and
guidance from regulators and Audit Scotland. For each of the dimensions, we have applied
a RAG rating, which represents our assessment on the adequacy of the 1JB’s arrangements
throughout the year, as well as the overall pace of improvement and future risk associated
with each dimension. We have drawn upon this work to form a view on how effectively
the IJB can demonstrate that it meets its Best Value responsibilities to the Board.

The Wider Scope dimensions
Financial Management:

Considers the effectiveness of financial management arrangements, including whether
there is sufficient financial capacity and resources, sound budgetary processes and
whether the control environment and internal controls are operating effectively.

Financial Sustainability:

Considers the medium and longer term outlook to determine if planning is effective to
support service delivery. This will focus on the arrangements to develop viable and
sustainable financial plans.

Governance and Transparency:

Is concerned with the effectiveness of scrutiny and governance arrangements,
leadership and decision making, and transparent reporting of financial and
performance information.

Value for Money[]

[Gonsiders whether value for money can be demonstrated in the use of resources. This
includes the extent to which there is an alignment between spend, outputs and
outcomes delivered and that there is a clear focus on improvement.
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Financial Sustainability

Our Annual Audit Plan identified a significant risk in relation to continued
financial pressures. The 1JB has an approved medium term financial plan to
2025. However, the plan identifies a signific