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About this report
This report has been preparedin accordance with the responsibilities set out withinthe Audit Scotland’s Code of Audit Practice (“the Code”).

This report is for the benefit of Inverclyde Integration Joint Board (“the IJB”) and is made available to Audit Scotland and the Controller of Audit (together “the Beneficiaries”).
This report has not been designed to be of benefit to anyone except the Beneficiaries. In preparing this report we have not taken into account the interests, needs or
circumstancesof anyone apart from the Beneficiaries,even though we may have been aware that others might read this report. We have prepared this report for the benefit of
the Beneficiariesalone.

Nothingin this report constitutes an opinionon a valuationor legal advice.

We have not verified the reliabilityor accuracy of any information obtainedin the course of our work, other than in the limited circumstances set out in the introductionand
responsibilities sections ofthisreport.

This report is not suitable to be relied on by any party wishing to acquire rights against KPMG LLP (other than the Beneficiaries) for any purpose or in any context. Any party
other than the Beneficiariesthat obtainsaccess to this report or a copy (under the Freedom of Information Act 2000, the Freedomof Information (Scotland)Act 2002, througha
Beneficiary’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, KPMG LLP
does not assume any responsibilityand will not acceptany liabilityin respectof this report to any party other than the Beneficiaries.

Complaints

If at any time you would like to discuss with us how our services can be improved or if you have a complaintabout them, you are invited to contact Michael Wilkie, who is the
engagement leader for our services to the IJB, telephone 0141 300 5890, email: michael.wilkie@kpmg.co.uk who will try to resolve your complaint. If your problem is not
resolved, you should contact Tim Cutler, email tim.cutler@kpmg.co.uk. We will investigate any complaint promptly and do what we can to resolve the difficulties. After this, if
you are still dissatisfied with how your complainthas been handledyou can refer the matterto Owen Smith, Audit Scotland, 4th Floor, 102 WestPort, Edinburgh, EH3 9DN.
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EXBCUvVe Summary - Tinancial Statements audit
)

Auditconclusions

Our work on the financial statements of the 1JB is complete. We to have
issued an unqualified audit opinion on the annual accounts of Inverclyde
Integration Joint Board (“the 1JB”) for the year ended 31 March 2025.

We identified one significantrisk in the audit of the IJB, which relate to fraud risk
from management override of controls. As documented on pages 7 and 8, we
have concluded satisfactorily in respect of the significant risks and audit focus
areas identified in the audit strategy document.

We concur with management’s assessment that the entity remains agoing
concern for the 12 months period from 31 March 2025, in compliance with the
statutory requirement to prepare accounts on a goingconcern basis.

The annual accounts were received at the start of the audit fieldwork. We
have no matters to highlight in respect of unadjusted audit differences or

our independence.

We have made no recommendations on our work relating to the financial
statements.

\_ J
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Introduction

S0opeand responsioiities

Purpose of thisreport

The Accounts Commission has appointed KPMG LLP as auditor of Inverclyde
Integration Joint Board (“the IJB”) under part VIl of the Local Government (Scotland)
Act 1973 (“the Act”). The period of appointmentis 2022-23to 2026-27, inclusive.

Our annual audit report is designed to summarise our opinions and conclusions on
significant issues arising from our audit. It is addressed to both those charged with
governance at the IJB and the Controller of Audit. The scope and nature of our
audit are set out in our audit strategy document which was presented to the Audit
Committee on 23 June 2025.

AuditScotland’s Code of AuditPractice ("the Code”)sets out the wider dimensions of
public sector audit which involves not only the audit of the financial statements but
also considerationareas such as financial performance and corporate governance.

Accountable officerresponsibilities
The Code sets out the IJB’s responsibilitiesin respectof:
— Corporate governance;

— financial statements and related reports;
— standards of conductfor preventionand detection of fraud and error;

— financial position;and
— BestValue.
Audit status

Our auditis complete.
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Auditorresponsibilities

This report reflects our overall responsibility to carry out an audit in accordance
with our statutory responsibilities under the Act and in accordance with
International Standards on Auditing (UK) (“ISAs”) issued by the Financial
ReportingCounciland the Code. Appendixone sets out how we have met each
of the responsibilities set out in the Code.

Scope

An audit of the financial statements is not designed to identifyall matters that
may be relevantto those charged withgovernance.

Weaknesses or risks identified are only those which have come to our attention
during our normal audit work in accordance with the Code, and may not be all
that exist.

Communication by auditors of matters arising from the audit of the financial
statements or of risks or weaknesses does not absolve management from its
responsibilityto address the issuesraised and to maintain an adequate system
of control.

Under the requirements of ISA 260 Communication with those charged with
governance, we are required to communicate audit matters arising from the
audit of financial statementsto those charged with governance of an entity.

This report to those charged with governanceand our presentationto the Audit
Committee, together with previous reports to the audit and performance
committee throughout the year, discharges the requirements of ISA 260.
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Financial statements andaccounting

Audit conclusions

Audit opinion
Our work on the financial statements of the 1JB is complete. We have issued an unqualified opinion on the truth and fairness of the state of the IJB’s
affairs as at 31 March 2025, and of the deficit for the year then ended.

There were no matters identified on which we are required to report by exception.

Financial reporting framework, legislation and other reporting requirements

The 1B is required to prepareits annual accounts in accordance with International Financial Reporting Standards, as interpreted and adapted by the Code of Practice
on Local Authority Accounting in the United Kingdom 2024-25 and in accordance with the Local Authority Accounts (Scotland) Regulations 2014. Our audit confirmed
that the financial statements have been preparedin accordance with the CIPFA Code and relevant legislation.

Statutoryreports

We have not identified any circumstances to notify the Controllerof Auditthat indicate a statutory report may be required.

Other communications

We did not encounter any significant difficulties during the audit. There were no other significant matters arising from the audit that were discussed, or subject to
correspondence with management that have not been included within this report. There are no other matters arising from the audit, that, in our professionaljudgement, are
significant to the oversightof the financial reporting process.

Audit misstatements

See appendix4.

Writtenrepresentations

Our representation letter did not include any additional representations to those that are standard as required for our audit.

()}
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Financial statements andaccounting

Materaity and summary of Tisk areas

Materiality

We summarised our approach to materiality in our audit strategy document. On
receipt of the financial statements and following completion of audit testing we
reviewed our materiality levels and concluded that the level of materiality set at
planning was still relevant.

We used a materiality of £5.0 million for the IJB’s financial statements. This equatesto
approximately 2.11% of gross expenditure. We designed our procedures to detect
errors in specific accounts at a lower level of precision than our materiality. For the
IJB, our performance materiality was £3.75 million. We report all misstatements greater
than £250,000.

Forming our opinions andconclusions
In gathering the evidencefor the above opinionsand conclusions we:

— Performed substantive procedures to ensure that key risks to the annual
accounts have been covered;

— reviewed internal audit reports as issued to the Audit Committee to ensure all key
risk areas which may be viewed to have an impact on the annual accounts had
been considered;

— Reviewed estimates and accountingjudgments made by management
and considered these for appropriateness;

— considered the potential effect of fraud on the annual accounts through
discussions with management to gain a better understanding of the work
performed in relationto the preventionand detectionof fraud;and

— attended Audit Committee meetings to communicate our findingsto those
charged with governance, and to update our understanding of the key
governance processes.
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Financial statements preparation

Draft financial statements were published online in line with Section 195 of Local
Government (Scotland) Act 1973, this included the management commentary and
annual governance statement. In advance of our audit fieldwork we issued a
‘prepared by management’ request setting out a list of required analyses and
supportingdocumentation.We received working papers of good quality.

We recognise the significant efforts of the finance team given the ongoing pressures to
deliver a set of accounts to us in accordance with the normal timeframes.

Significantrisks and other focus areasin relationto the audit of the financial
statements

We summarise below the risks of material misstatementas reported within the audit
strategy document.

Significantrisks (page 7 of this report):
—-management override of controls fraud risk.
Otherfocus area (page 8 of this report):

- completeness and accuracy of expenditure;and

Wider scope andbestvalueareas (pages 11 to 17 of this report):

- financialsustainability;

- financialmanagement;

- value for money;and

- governance andtransparency; and

- Best Value.
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Financial statements andaccounting

SIONMCANE NSKS

Significantrisk Our Response Audit conclusion

Fraud risk frommanagement
override ofcontrols

Professional standards require us to
communicate the fraud risk from
management override of controls as a
significant risk; as management is
typically in a unique position to perpetrate
fraud because of its ability to manipulate
accounting records and prepare
fraudulent financial statements by
overriding controls that otherwise appear
to be operating effectively.

Our audit methodology incorporates the risk of management
override as a default significant risk. We have not identified
any specific additional risks of management override relating
to the audit of theboard.

Strong oversight of finances by management provides
additional review of potential material errors caused by
management override ofcontrols.

In line with our methodology, we will carry out appropriate
substantive procedures, including over accounting estimates
and significanttransactions that are outside the organisation's
normal course of business, or are otherwise unusual.

Our work did not identify any instances of override of
control, or matters that required adjustment in the
annual accounts or which require to be brought to
attention.

Fraud risk from incomerevenue
recognition and expenditure

Professional standards, as interpreted by
Practice Note 10 Audit of financial
statements of public sector bodies in the
United Kingdom require us to make a
rebuttable presumption that the fraud risk
from revenue recognition and
expenditure are significantrisks.

The Board receives funding requisitions from Inverclyde
Council and NHS Greater Glasgow and Clyde. These are
agreed in advance of the financial year, with any changes
arising from changes in need, requiring approval from each
body. There is no estimation or judgementin recognising this
stream of income and we do not regard the risk of fraud to be
significant.

The Board works with Inverclyde Council and NHS Greater
Glasgow and Clyde in order to deliver services delegatedby
the Board The Board makes these directions based on its
budget agreed in advance of the financial year. There is no
estimation or judgement in recognising expenditure to these
bodies, and we do not regard the risk of fraud to be
significant

We have rebutted the fraud risk from incomerevenue
and expenditure recognitionin the financial statements.

We set out above the significant risks identified in the audit, together with our conclusion. The audit opinion within the annual accounts includes a reference to the most
significant assessed risks of material misstatement, which is the significant risk included in this annual audit report. This annual audit report does not constitute our audit
opinion; the opinion is includedwithin the annual accounts.

F GRAF
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Financial statements andaccounting

JINerfocus areas

Other focus area Our response Audit conclusion
Completeness and accuracyof — Our substantive approach included obtaining support for gross We have concluded thatexpenditure is
expenditure expenditure included in Inverclyde Council and NHS Greater Glasgow complete andaccurate.
. . and Clyde’s accounting records.
The Board’s integrated finance team, led y 9 No exceptions were identified in respect of

by the Chief Finance Officer, prepare
expenditure forecasts as part of the
annual budgeting process. There isarisk
that actual expenditure and resulting
funding is not correctlycaptured.

expenditure testing. Our testing of this
exercise did not identify errors in expenditure.

F GRAF
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Financial statements andaccounting

Management reporting Infinancial statements

Report

Managementcommentary

Summary observations

The Local Authority Accounts (Scotland) Regulations 2014 require
the inclusion of a management commentary within the annual
accounts, similar to the Companies Act requirements for listed
entity financial statements. The requirements are outlinedin the
Local Governmentfinance circular5/2015.

We are requiredto read the managementcommentary and
express an opinion as to whether it is consistent with the
information provided in the annualaccounts.

We also review the contents of the managementcommentary
against the guidance contained in the CIPFA template 1JB
accounts.

Audit conclusion

The information contained within the managementcommentaryis
consistent with the annual accounts.

We reviewed the contents of the managementcommentary
against the guidance contained in the Local Government
finance circular 5/2015 and are content with the proposed
report.

Remunerationreport

The remuneration report was included within the unaudited
annual accounts and supporting reports and working papers
were provided.

The information contained within the remuneration report is
consistent with the underlying records and the annualaccounts
and all required disclosures have been made in line with the
2014 regulations.

Our independentauditor’s report confirms that the part of the
remuneration report subject to audit has been properly
prepared.

Annual governance statement

The statement for 2024/25 outlines the corporate governance and
risk management arrangements in operation in the financial year.
It provides detail on the |JB’s governance framework, review of
effectiveness, continuous improvement agenda, and analyses the
efficiency and effectiveness of these elements of the framework.

We consider the governance framework and annual governance
statementto be appropriate for the IJB and thatitis in accordance
with guidance and reflects our understanding of the |JB.

We were satisfied with the proposed disclosureover
the governancearrangements.

We consider the annual governance statement to ensure that
management’s disclosure is consistent with the annual accounts,
and that management have disclosed that which is required under
the delivering good governance in localgovernment framework.

F GRAF
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Financial statements andaccounting

Jualtative aspects and future developments

Qualitativeaspects Future accounting and audit developments
ISA 260 requires us to report to those charged with governance our views about There are no significantfuture accounting or audit developments relatingto the
significant qualitative aspects of the body’s accounting practices, including financial statements of the |JB.

accounting policies, accounting estimates and financial statement disclosures.

We consider the accounting policies adopted by the body to be appropriate. There
are no significant accounting practices which depart from what is acceptable under
IFRS or the CIPFACode.

There were no accounting estimates identifiedas part of our audit.

Financial statement disclosures were considered against requirements of the
CIPFA  Code, relevant legislation and IFRS. No departures from these
requirements were identified.

F GRAF
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Wider scope and Best Value

Fnancialmanagement

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

Budget setting

The 2024/25 budget of was approved by the Board in March 2024, amounting to £209.8
million. As per the original budget, the funding was indicative at the point of budgeting.
The final allocation resulted in an overall funding of £222.9 million. Total cost of services
as reported in the financial statements amounted to 225.0 million resulting in deficit on
provision of services amounting to £2.1 million.

Overall opening reserves of £19.3m were held at 1 April 2024. During the year

£5.3m of Earmarked Reserves were used to fund specific spend and projects. An
additional £3.7m was added to Earmarked Reserves and £0.5m reduction allocated to
general reserve. This led to £17.1 of total reserves being held at year end.

The 2025/26 budget of £225.6 million was approved by the Board on 24 March 2025,
representing an increase as compared to the 2024/25 budget. The budget for 2025/26
has been arrived at by assuming an uplift in the base budget amounting to £10.1,
representing the budget movements/pressures, net of savings and contribution from
reserves amounting to £3.3million.

As per the partnership funding/spend analysis included in the approved budget
amount of contribution/spend from NHSGGC and Council amount to £147.0 million
and

£78.7 million respectively. These are based on confirmed and indicative allocation by
the Council and the NHS respectively.

Based on the above, financial balance is planned to be achieved, through identified
savings, in the short term.

F GRAF
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Budget Monitoring

Finance reports are submitted to the IJB on a regular basis and highlight budget
variances and projections to the year end, together with any significantvariances and
areas of concern.

Financial regulations

A copy of the IJB’s financial regulations are uploaded on the website. The updated
financial regulations were reviewed and approved dated June 2023.

Fraud preventionmechanisms

The IJB does not maintain its own policies relating to the prevention and detection of
fraud and error but instead depends on those in place at its partner bodies. We
reviewed the arrangements in place at Inverclyde Council as part of our audit
approach.

Appropriate arrangements are in place for the prevention and detection of fraud and
error. We are not aware of any specificissues we require to bring to your attention.

Internal controls

The IJB does not have its own financial systems and instead relies upon the financial
systems of the host bodies to record all transactions, in particular Inverclyde Council
which hosts the IJB’s bankingarrangements.

As part of our audit approach, we gained assurance in our capacity as the external
auditor of Inverclyde Council, confirming that there were no significantweaknesses in
the systems of internal control that would impact on the lJB.

DocumentClassification:KPMG Confidential
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Wider scope and Best Value

Fnancial management(continued)

Internal Audit

The Chief Internal Auditor reports directly to the IJB Audit Committee with the right of
access to the Chief Financial Officer, Chief Officer and Chair of the Audit Committee on
any matter. The annual programme of internal audit work is based on a strategic risk
assessment and is approved by the AuditCommittee.

The Chief Internal Auditors prepared annual reports to the relevant Audit Committees,
including an assurance statement containing a view on the adequacy and effectiveness
of the systems of internal control.

Internal Audit Annual Report and Assurance Statement 2024/25 was presented to the
Audit Committee dated 23 June 2025. The report notes, by the way of overall
assessment, that on the basis of Internal Audit work carried out in 2024/25, the majority
of the IJB’s established internal control procedures appeared to operate as intended to
meet Management'’s requirements for the individual systems reviewed by Internal
Audit. The overall opinion was expressed as satisfactory

A follow up process is in place which ensures that actions arising from internal audit
reviews are captured within a follow-up database and are subject to follow up and

validation by the Internal Auditon a regular basis, with reporting on progress to the Audit

Committee

Going Concern

The annual accounts are prepared on a going concern basis. The IJB is reliant on
others for the financial resources needed to cover its operating costs, the going concern
concept is met by the legal framework surrounding the Board. Further, the annual
accounts reflect that the entity is in a net assets position.

F GRAF
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Conclusion

The 2025-26 budget was set in March 2025 with an increase compared to the
prior period, resulting from associated cost pressures net of planned savings.

Financial balance is planned to be achieved, through identified savings, in the short

term.
Financial regulations are current and up to date.

The entity’s latest accounts are prepared on a going concernbasis.

DocumentClassification:KPMG Confidential
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Wider scope and Best Value

Fnancial sustananity

Financial sustainability looks forward to the medium and longer term to
consider whether the body is planning effectively to continue todeliverits
services or the way in which they shouldbedelivered.

Medium term financial plan

A Medium Term Financial Plan (MTFP) was presented to the Board in June 2023, in an
attempt to look beyond the single year budget in the previous year. The plan relates to
financial planning for future years throughto 2027-28.

In preparing the Medium Term Financial Plan the following approach had been
adopted:

= The indicative 2023/24 budget has been used as the basis for the Medium Term
Financial Plan.

= An analysis of anticipated cost and demand pressures has been undertakento
inform future yearsprojections.

= Areview of fundingassumptions has been undertaken to determine the anticipated
level of funding available for service delivery.

= Scenario planningand sensitivity analysis has been undertaken to identify potential
favourable, adverse and probable scenarios for each assumption within the plan.
Assumptions considered most prudent but realistic has been used to generate
these estimates.

The plan takes into accountthe cost and demand pressures and identifies the following
as the mainfactors:

= Pay inflation;
= Demographics andvolume;
» Inflationary pressures;and

» Druginflation.
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The key assumptions underlying the plan are as follows:

*The IJB has an indicative budget of £200.7m for 2023/24, including the notional £35.4m set-

aside budget

-Based on planning assumptions set by the two partner bodies, it is estimated that overall
funding will stay broadly level over the next 4 years although significant savings may still be
required to fund anticipated costpressures

«Taking all of this into accountand assuming no further action, the 1JB will have a funding
shortfall of circa £8.9m over the period from 2023/24 to 2027/28

As part of the approval of the latest 2025-26 budget indicative 5 year financial plan for the
IJB was presented to the Board. This showed the proposed 2025/26 budget and
indicative budgets for the next 4 years. The indicative future year budgets are based on
the 2025/26 budget adjusted for known variations.

The statement indicates that based on current projections there is a potential budget gap
of £11.2m by 2029/30 net of savings identified, as part of the 2025/26 budget,
amounting to £2.7 million. Further work is required to address this medium-term
financial gap.

Reserves Strategy

As at 31st March 2025 the balance on IJB reserves at the end of this financial year is
reported to be £17.1 million (£16.1 million Earmarked and £1.0 million General
Reserves).

Earmarked Reserves are mainly for multi-year projects and are subcategorised into:
* Scottish Government Funded Ring fenced Projects.

» Existing Projects and Commitments.

* Transformation ProjectFunding.

» BudgetSmoothing.

13
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Wider scope and Best Value

Financlalsustananity

Reserves Strategy(continued)

In terms of the level of reserves an 1JB should hold, CIPFA recommends that
unallocated reserves balances should be between 2% and 4% of revenue
expenditure. At the end of 2024/25 the amount of IJB’s unallocated reserves are
reported to be £1.0m which is below the above threshold. However, the 1JB
additionally has £4.6m of usable, earmarked reserves to address specific cost
pressures emerging. Therefore while, strictly speaking, unallocated reserves fall
below the recommended level, from the perspective of overall available reserves
to help ensure financial resilience, we are satisfied that the IJB has an
appropriate level of usable reserves.

F GRAF
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Conclusion

A Medium Term Financial Planis in place and takes into accountappropriate
scenario planning.

The IJB has a Reserves Strategy in place and the reserves positionis
monitored.

DocumentClassification:KPMG Confidential

14



Wider scope and Best Value

VISIon, leadership and Governance

Vision, leadership and governance is concerned with the effectiveness of
scrutiny and governance arrangements, leadership and decision making, and
transparentreporting of financial and performanceinformation.

The governance framework is the system by which the Board leads, directs and
controls its functions and relates to the community and other stakeholders. It includes
the systems, processes, cultures and values through which the Board strives to adhere
to the principles of good governance of openness, inclusivity, integrity and
accountability.

Strategy and Risk Management

The latest Strategic Plan was presented to the Board and approved dated 13 May
2024. This new plan sets out, the 1JB’s strategic direction for delivering Health and
Social Care Services and improving the health and wellbeing of local people.

The plan identifies four strategic Priorities for delivery:

* Provide Early Help and Intervention

* Improve Support for Mental Health, Wellbeing and Recovery
« Support Inclusive, Safe and Resilient Communities

« Strengthen Support to Families and Carers

The plan notes that a robust performance and outcomes framework using local
performance measures and information will be developed to support measurement
of performance against the strategic priorities identified in the plan.

A number of consultations were held as part of the development of the strategic plan
through online surveys and focus groups to help inform the contents of the refreshed
plan.

As part of previous audit, we noted that the review of the Risk Management Strategy
was past due. This has been updated and approved at the June 2025 IJB Audit
Committee.
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Governance Statement

As part of our audit process we assess the governance arrangements within the
council and review the Annual Governance Statement in the annual report and
accounts. The Governance Statement is reviewed and approved by the Board ahead
of being published as part of the annual accounts. The Governance Statement and
annual accounts were presented to the Board for approvalon 23 June 2025 and were
approved.

Scrutiny, challenge and transparency

Progress/ status updates on audit (external and internal) recommendations and action
points are regularly reported and considered by the Audit Committee.

Audio recordings of Board meetings are available. Board minutes and related
documents are available on the website for public scrutiny.

The Board maintains a website where users can find further information about the
Board’s performance and the financial accounts, including other associated documents
relating to strategies, policiesandplans.

Conclusion
A three-yearterm strategic plan from 2024 has beendeveloped.

The Annual Governance Statementis reviewed and approved by the Board ahead of
being published as part of the annual accounts.

There is regularfollow-up and reporting in relation to internal and external audit
findings and recommendations.

There are adequate processes in place to ensure accessibility of information for the

public.

15
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Wider scope and Best Value

JSE 0T 18S0Urces [0 Improveoutcomes

Audited bodies need to make best use of their resources to meet stated
outcomes and improvement objectives, through effective planning and working
with strategic partners and communities. This includes demonstrating
economy, efficiency, and effectiveness through the use of financial and other
resources and reporting performance against outcomes.

The Strategic Partnership Plan Outcomes Framework is in place. The Outcomes LGBF performanceis identified and reported as part of the annual performance
framework shows, for each strategic priority, the identified strategic actions, the reporting process. As per the latestreport, performance:
desired outcomes, the proposed outcome measures and the alignment to the nine

National Health and WellbeingOutcomes. = Has declinedsince previous year in relation to 9 out of 18 indicators (2023/24: 13

out of 18 indicators).

The new Strategic Plan notes that a robust performance and outcomes framework = |s lower than the Scottishaveragein relationto 7 out of 18 indicators (2023/24: 7
using local performance measures and information will be developed to support out of 18 indicators).
measurement o.f peﬁormance against the strategic priorities |dent|f|eq in the plan. As = Ranksin the bottom seven across all ScottishHSPCs in 3 out of 18 indicators
part of the previous audit, we noted that a new outcomes framework aligned to the new . o

(2023/24: 5 out of 18indicators).

Strategic Plan needs to be developed. This is ongoing and a report was presented to the

Board dated 8 September 2025, to provide an update on the development of the Outcomes -
Framework. Conclusion
The annual performance reports for 2024/25 has been uploaded to the 1JB’s website IJB has performance management arrangements in place.

for public access. The 2024/25 report was presented and considered at the September IJB issues Annual Performance Report on an ongoing basis.

2025 meeting of the IJB.

F GRAF
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Wider scope and Best Value

jestValue

Local governmentbodies have a duty under the Local Governmentin Scotland
Act 2003 to make arrangements which secure Best Value. Best Value is
continuousimprovementin the performance of the body’s functions.

Auditors are required to consider and to be satisfied that bodies have made proper
arrangements to secure Best Value. Work is requiredto be undertakenin a way that it
is proportionate to the size and type of the body.

Auditors should consider how the body demonstratesthat it is meeting its Best Value
responsibilities, and report on the body’s own arrangements for doing this in the
Annual AuditReport.

In the case of IUBs, work undertaken on the wider-scope areas will contribute to this
consideration. We have included our consideration and recommendations including
follow-up of prior year recommendations, in relation to each of the wider scope
dimensions, throughoutthis report.

The 1JB has continued to annually review and update its Best Value Statement, and to
report this to the Audit Committee to ensure full oversight and governance. The
2024/25 Best Value Statement was reviewed and agreed at the 1JB Audit Committee
meeting on 24 March 2025.

The IJB and Audit Committee meeting minutes, including performance and Best
Value relatedinformation therein, is publicly available on the 1JB website.

Conclusion

The IJB has continued to annually review and update its Best Value Statement, and to
report this to the Audit Committee to ensure full oversightand governance.

The IJB has effective arrangementsin placein relationto reportingBest Value.

F GRAF
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Appendix one

Appointed auditor s responsiniities

Statutoryduties

APPOINTED AUDITOR’S RESPONSIBILTIES

Undertake statutory duties, and comply with professionalengagementand ethical
standards.

HOW WE HAVE MET OURRESPONSIBILITIES

Appendix two outlines our approachto independence.

Financialstatements
and relatedreports

Provide an opinion on audited bodies’ financial statements and, where appropriate,
the regularity oftransactions.

Review and report on, as appropriate, otherinformation such as annual governance
statements, management commentaries, and remunerationreport.

Page 5 summarises the opinion we have provided.

Page 9 reports on the other information contained
in the financial statements, covering the annual
governance statement, management
commentary and remunerationreport

Financialstatements
and relatedreports

Notify the Auditor General or Controller of Audit when circumstances indicate that
a statutory report may berequired.

Reviewed and concluded on the effectiveness and
appropriateness of arrangements and systems of
internal control, including risk management, internal
audit, financial, operationaland compliance controls.

Wider audit dimensions

Demonstrate compliance with the wider publicaudit scope by reviewing and providing
judgements and conclusions on the audited bodies arrangements.

Coveredon Pages 11-17 of this report.

F GRAF
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Appendix two

Audifor independence

Assessmentof our objectivityand independence as auditor of Inverclyde
Integration Joint Board(“the 1JB”)

Professional ethical standards require us to provide to you at the conclusion of the
audit a written disclosure of relationships (including the provision of non-audit
services) that bear on KPMG LLP’s objectivity and independence, the threats to
KPMG LLP’sindependencethat these create, any safeguardsthat have been put in
place and why they address such threats, together with any other information
necessaryto enable KPMG LLP’sobjectivityand independenceto be assessed.

This letter is intended to comply with this requirementand facilitate a subsequent
discussionwith you on auditindependence and addresses:

- General procedures to safeguard independence and objectivity;

- Independence and objectivity considerationsrelatingto the provisionof non-audit
services;and

- Independence and objectivity considerations relatingto other matters.
Generalproceduresto safeguardindependence and objectivity

KPMG LLP is committed to being and being seen to be independent. As part of our
ethics and independence policies, all KPMG LLP partners and staff annually confirm
their compliance with our ethics and independence policies and procedures including
in particularthat they have no prohibitedshareholdings. Our ethics and independence
policies and procedures are fully consistent with the requirements of the FRC Ethical
Standard. As a result we have underlying safeguards in place to maintain
independencethrough:

- Instilling professionalvalues
- Communications

- Internal accountability

- Risk management

- Independentreviews.

We are satisfied that our general procedures support our independence and objectivity

F GRAF
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Independence and objectivity considerationsrelatingto the provisionof non-
audit services

Summary offees
We have consideredthe fees charged by us to the entity for professional services
providedby us during the reporting period.

Total fees charged by us can be analysed 2024-25 2023-24

as follows: £ £

Audit of the Inverclyde IJB financial statements 34,000 33,360
Total audit services 34,000 33,360
Non-audit services - -
Total 34,000 33,360

There were no non-auditservices provided duringthe yearto 31 March 2025.
Independence and objectivityconsiderationsrelating to other matters

There are no other matters that, in our professional judgment, bear on our
independencewhich need to be disclosedto the |JB.

Confirmation of auditindependence

We confirm that as of the date of this letter, in our professionaljudgment, KPMG LLP
is independent within the meaning of regulatory and professional requirements and
the objectivity of the partnerand audit staff is notimpaired.

This report is intended solely for the information of the IJB and should not be used for
any otherpurposes.

We would be very happy to discuss the matters identified above (or any other matters
relatingto our objectivityand independence)should you wish to doso.

Yours faithfully,
KPMG LLP
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Appendix three

RequIred communications with the 1

Tye Response

Our @ We have not requested any specific Significant No significant difficulties wereencountered

management representations in addition to those areas difficulties

representation
letter

Adjusted audit
differences

Unadjusted audit

differences

Related parties

Othermatters
warranting
attention by
the Audit
Committee

Control
Deficiencies

Actual or
suspected
fraud, non-
compliance
with lawsand
regulations or
illegalacts

normally coveredby our standard representation
letter forthe year ended 31 March 2025.

Page 22 of this report

There are no unadjusted audit differences.

Therewere no significantmattersthatarose

during the audit in connection withthe
entity’s related parties.

Therewere no mattersto reportarising
from the audit that, inour professional
judgment, are significant to the
oversight of the financial reporting
process.

We have not identified any internal
control weakness during ouraudit
to date. Management retains the
responsibility for maintaining an
effective system ofinternalControl.

No actual or suspected fraud involving
group or component management,
employees with significant roles in
internal control, or wherefraud results
in a material misstatement in the
financial statements were identified
during the audit.

during theaudit.

Modificationsto @ There are no modifications to the
auditor’sreport auditor’sreport.

Disagreements The engagement team had no
with @ disagreements withmanagement, and

managementor no scope limitationswere imposed by
scope limitations management during the audit.

Other No uncorrected material inconsistencies were

information identified related to other information in the
annual report, management commentary and
annual governance statement.

The managementcommentary is fair,balanced
and comprehensive and complieswith the law.

Breaches of @ No matters to report. The engagement team has
independence complied with relevant ethical requirements
regarding independence.

Accounting Over the course of our audit, we have

practices evaluated the appropriateness of the IJB's
accounting policies,accounting estimates
and financial statement disclosures. In
general, we believe these areappropriate.

Key audit @ The key audit matters (summarised on Page 5)
matters fromthe auditwere discussed with management.
discussed or

subject to

correspondence

with

management

21
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Appendix four

AUditdirterences

We did not identify any unadjusted audit misstatements.

Adusteddirerences

There were no numerical audit adjustments

Nature of presentationaladjustment

1 Management Commentary:

Changes, in the nature of internal consistency, were recommended which have been updated by the management

2 Remuneration report:

Amendments to the accrued pension benefits for the Chief Financial Officer were identified. These have been amended by management.

3 Notes to the financial statements:

Minor amendments in the nature of internal consistency and amendments to the amounts disclosed in note 7 with respect to the services hosted by other 1JBs.
These have been amended by the management.

s DA 22
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Appendix five

RECOMMENaations

We have followed up the recommendations raised in the prior years. Below is a table of the actions and implementation. We have disclosed below the
recommendations that are still ongoing with the current management response.

Priority rating forrecommendations

@ |Priority one: issues that are fundamentaland Priority two: issues that have an important © |Priority three: issues that would, ifcorrected,
material to your system of internalcontrol.We effect on internal controls but do not need improve the internal control in general but are
believe that these issues might mean that you immediate action. You may still meet a not vital to the overall system. These are
do not meet a system objective or reduce system objective in full or in part or reduce generally issues of best practice that we feel
(mitigate) arisk. (mitigate) a risk adequately buttheweakness would benefit you if you introduced them.

remains in the system.

Recommendations (followedup)

Number of recommendations implemented or Number outstanding :
superseded with new recommendations

Total number of recommendations

F GRAF
FIrING
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Appendix five

RECOMMendations

Recommendations — followed up

Issue, Impact and Recommendation

Update October 2024

Update November 2025

Longer term financial planning

The Medium Term Financial Plan is limited to the
period to 2027/28 and does not include any
financial forecaststo covera longer term period.
The plan should also seek to provide a longer
term projection of the Board’s future budget
position for the next ten years. This will allow
longer term risks and issues to be identified.
Althoughiitis clear that the longer term the
projections, the less reliable they become.
Additionally, there is uncertainty around the
future implications of the National Care Service.
However, itis good practice to consider a 10
year outlook, which allows the Board to consider
longer term strategic options. Further, saving
plans are yet to be developedin relation to the
funding gap identified in the plan.

Risk

There is a risk of failure to identify financial risks
over a longer termperiod.

Recommendation

We recommend that the 1JB work with partners to
develop longer term forecasts/ plans, and saving
plans to bridge the identified long-term funding

9ap.

\We are working with our partnersin

the Council and Health board to
develop savings proposals as
suggested.

This year the 1JB set a 2-year 24/26
budget with the view of addressing our
longer term budgetgap. As part of this
budget the report also highlighted an
updated 5 year budget plan and the
requirement for more savings to be
developed years 3-5.

Further initiatives will be looked into to
deal with the medium to long term view
once we know the outcome of the
National Care service consultation and
recommendation. Ongoing

As part of our budget setting process, we provided a
rolling 5-year budget plan which highlights the main
funding streams and our anticipated pressures. We feel
this gives a good indication of the medium-term pressures
and aligned with national priorities. We recognise the
financial difficulties in the long term for all IUB’s and feel
the 5-year plan covers this. However, we are willing to
discuss with our partners the longer-term financial future
and consider a longer plan as part of our yearly update.
Ongoing

2 N/A Integration Scheme Review Expected to be completed in March This remains an ongoing issue but hope to have
The updated Integration Scheme should be 20?5' ) compl_eted by March 2026.
. : Chief Officer Ongoing.
approved and submitted to the Scottish o .
. ngoing
Government as soon aspracticable.
R 24
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Appendix five

RECOMMEeNaations

Recommendations — followed up

. Update October 2024 Update November 2025
Issue, Impact and Recommendation
3 (3] Risk Management Strategy The IJB has recently agreed to work in The IJB Audit Committee approved an updated risk
partnership with Inverclyde Council on management strategy to the IJB in June 2025.

The Risk Management Strategy is
uploaded on the website. The policy
is dated 2016 with scheduled review
in 2019 which is pastdue.

updatingthe Risk Strategy process. The IJB
and the Council will jointly fund a new post to
take this forward. We still remain comfortable
with the existing risk strategy and we provide
Risk regular updates to the IJB on all our main
risks.

Complete.

There is risk of obsolete and out of date risk

managementpractice. Ongoing
Recommendation

Werecommend timely review and update of
the IJB’s Risk Management Strategy.
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The contacts at KPMG in connection with this report are:

MichaelWilkie
Partner
Tel: +44 (0)7795 370106

michael.wilkie@kpmg.co.uk

TaimoorAlam
Manager

Tel: +44 (0)7731 348596

Taimoor.alam@kpmg.co.uk
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