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Item 8. LASAAC 29/08/13
To: 

LASAAC     
From:

Gareth Davies
Date:

29 August 2013
Subject: 
Integration of Adult Health & Social Care 
Objective
1. The objective of this paper is to keep members informed of  developments, particularly in respect of financial reporting requirements for Scottish local government.
Background
2. The proposed legislation and related papers are available at : http://www.scottish.parliament.uk/parliamentarybusiness/Bills/63845.aspx
3. The proposed legislation would place a duty on NHS Boards and Scottish local authorities to integrate some adult health and social care services.

4. The extent of specific services which will be subject to the legislation will be determined by Scottish Ministers. The scale of change in financial terms is anticipated to be significant, potentially some £2bn of existing local authority spend and up to £9bn of NHS spend.
5. Legislation is expected to be enacted by 1 April 2014, with the implementation date currently envisaged as 1 April 2015. There is a potential for ‘shadow arrangements’ to exist before this date to support smooth transition.

6. The legislation allows for two models of integration to deliver:

· ‘Lead agency’ – one body commissions the other party to provide services on its behalf

· ‘Body Corporate’ – a separate ‘body corporate’ is established to which both partners provide funds. The body corporate then commissions services for the area.     

7. Both models require a strategic plan for the area to guide the commissioning of services.
8. While two models exist [body corporate & lead agency] there are 4 potential permutations:
· Body corporate

· NHS Board acts as lead agency

· Authority acts as lead agency

· Both board & authority act as lead agency for different services / client groups
9. An ‘Integrated Resources Advisory Group’ (IRAG) is considering the financial management aspects of integration implementation. IRAG has oversight of the following ‘work stream’ groups:

· Capital and Assets

· Accounting Treatment & VAT

· Financial Reporting and Recording

· Financial Planning, Performance and Management

· Financial Controls, Assurance and Risk

10. The intention is to produce draft guidance and principles on these areas, with a target date of the end of September.

Work Streams
11. A brief note of issues being addressed by each group is provided below

	Work Stream
	Anticipated Principles / Guidance
[Italics indicates areas subject to further discussion]



	Capital and Assets


	· Capital funding & allocations

· Capital planning

· Capital grants

· Asset disposal / income

· Impact of transferring asset ownership (e.g. on capital & depreciation)

· Operating leases

· VAT on capital projects


	Accounting Treatment & VAT


	· IAS 19 Pension Schemes

· IAS 19 Holiday pay / flexi-leave

· Capital and depreciation

· VAT 



	Financial Reporting and Recording


	· Financial statements for body corporate

· Outline reporting under both models
· Whole of Government Accounts

· Scottish Government returns (LFRs, SFRs)

· Local reporting requirements

· Body corporate classification and status
· Extent of additional disclosures in financial statements
· Formal responsibility for financial statements
· Details for government returns
· Coding changes required


	Financial Planning, Performance and Management


	· Initial budget contribution
· In year variances and virement

· Future contributions and savings targets

· Treatment of hospital budgets

· On-going contributions, uplifts, savings, sustainability
· Prescribing risk and budgeting principles



	Financial Controls, Assurance and Risk


	· Role of s95 officer / NHS DoF

· Audit arrangements (internal & external)

· Internal control/ governance

· Risk management

· Financial regulations

Note – various items require further discussion regarding the body corporate model


Implications for Scottish Local Government Financial Reporting
12. As the proposed legislation develops the key areas anticipated to be interest to LASAAC are:

· Classification and status of the ‘body corporate’

· The role and responsibilities of the s95 officer (both models)
· The financial reporting requirements (both models)
· External audit arrangements and auditor responsibilities (both models)
13. It should be noted that the proposed 2014/15 implementation of the new ‘group accounts’ requirements may impact upon the reporting of future integration arrangements.

14. In particular the application of the requirements for ‘joint arrangements’ may apply. The creation of a separate entity (e.g. a body corporate) may often lead to treatment as a ‘joint venture’ using the equity method (c.f. treatment as an associate). 

15. This treatment however depends on the ‘right to a share of net assets’. If the body corporate is not permitted to hold reserves then presumably there are no ‘net assets’ and therefore treatment as a ‘joint operation’ (reflecting only the authority’s share of transactions, assets, liabilities etc) may apply.
Committee Action 

16. The Committee is requested to 
· Note the contents of this report
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