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Item 6. LASAAC 26/05/15
To: 

LASAAC     
From:

Gareth Davies
Date:

26 May 2015
Subject: 
Integration of Adult Health and Social Care 
Purpose of Paper
1. This paper provides a basis for LASAAC to consider whether additional guidance is required for specific aspects of financial reporting affected by integration.
Recent Developments
2. Updated IRAG Guidance has been issued, which includes the joint LASAAC-TAG paper previously considered by LASAAC. The IRAG Guidance webpage has not yet been updated. A copy of the guidance will be sent by a separate e-mail.

3. NHS TAG met recently. The Scottish Government indicated that the annual accounts guidance would address both Joint Venture and Joint Operation accounting treatments. The group also noted the importance of early provision of guidance and advice.

Requirement for 2015/16 Annual Accounts
4. It is anticipated that all IJBs will produce annual accounts for 2015/16. This assumes that transactions such as employee costs, support services and strategic plan development costs will be incurred.

5. The local authority (LA) and NHS Health Board (HB) will therefore need to consider the treatment of each IJB in their own 2015/16 accounts, particularly regarding group accounts.

6. This will require an assessment of materiality. Where joint services commence do not commence until 1 April 2016 (2016/17 financial year) this judgement may be finely balanced.

Areas of Uncertainty Raised by Authority Practitioners
7. Relevant LASAAC members and other contacts were requested to identify areas of uncertainty where additional guidance may be desirable. The contributions and support of those involved, especially East Ayrshire and Glasgow City councils, is greatly appreciated.
8. The responses are summarised in a table in Appendix A, along with comments and, where relevant, suggestions concerning actions.

9. For ease of reference the key topics are listed below:

· Support Service Costs

· Remuneration Report

· Service Expenditure Analysis (per SeRCOP)

· Audit arrangements

· Detailed disclosures

· Part year services 15/16

· Treatment of overheads retained by the partners

· IJB Pensions Liabilities
10. LASAAC members may wish to identify other areas for potential guidance not included above.

Local Financial Returns
11. The Scottish Government hosted a meeting to discuss the approach to be taken in Local Financial Returns and the NHS Cost Book. A note of the meeting is attached as Appendix B.
Recommendation 
12. It is recommended that:

a. LASAAC determines which issues it considers should be subject to additional guidance

b. LASAAC establishes a working group to consider those issues 

c. Any such working group should include representation from:

i. Local authority finance practitioners

ii. IJB CFOs

iii. External audit

iv. Scottish Government

d. That any such working group should be set a specific target date for a final report to LASAAC.

Committee Action 
13. The Committee is requested to 

· Agree or amend the recommendations in paragraph 9
Item 7 Appendix A LASAAC 26/05/15
	INTEGRATION OF HEALTH & SOCIAL CARE

	Item
	Nature of Uncertainty
	Comments / Possible Actions

	Support Service Costs
	Requirement to ‘gross up’ support costs and partner contributions in the IJB:  what evidence may be expected to support the absence of support costs?

NB This may have VAT cost implications for the IJB.


	· LASAAC could recommend that a partner providing free (uncharged) support services has evidence to support this (eg a committee decision approving the provision of free support services to the IJB)
· LASAAC could seek to depart from the normal ‘Total Cost’ approach, instead requiring a note on the notional support costs

· LASAAC could confirm that donated (free of charge) services should not be reported in IJB accounts.

· The costs of support services provided for by the LA but not charged to the IJB should be retained within the LA accounts, but treated as an overhead cost in the provision of social care. This may require specific advice on categorisation within the Service Expenditure Analysis (SEA).  



	Remuneration Report
	Who should be included?
Is this affected by the contract of employment (eg where the actual employer is the local authority or the HB)?

What happens with ‘joint contracts’?


	· The schedule in the 2014 regulations and Finance Circular 8/2011 will apply, however LASAAC guidance may help assist in consistency and interpretation

· Some IJBs and authorities may make additional voluntary disclosures (i.e. beyond the minimum requirements)

· Issues of consistent treatment / disclosure may arise for some situations; and duplication of disclosure may also arise.
· Potentially the remuneration arrangements may have VAT implications and consideration to this may be required in any guidance



	Service Expenditure Analysis (per SeRCOP)


	Application to IJBs? 
How to present spend (contribution & cost of IJB commissioned services) in local authority accounts.


	· The existing SEA does not specifically have a classification for expenditure on Health Services
· The SeRCOP / SEA classifications will need to be reviewed as integration progresses

· Spend in the Social Care line will be ‘double counted’ with both gross spend and income being inflated. LASAAC may wish to consider whether specific disclosures to identify the impact are indicated.

· Potentially LASAAC may wish to simplify the SEA application to IJBs to simply show the contributions income and the commissioning expenditure rather than provide an SEA classification analysis



	Audit arrangements


	What working papers should be available at the IJB for the Health Board audits (in April/May)? 
What will be required for IJB & local authority audits?
Will the change of auditors in 16/17 cause any issues regarding discussion of audit requirements?

	· Liaison with HBs & HB auditors may be indicated to define the expectations for HB audits. While this will include agreement of balances & transactions, it may also affect other aspects such as contingent liabilities, governance statements etc.


	Detailed disclosures


	Should detailed disclosures be made in the local authority accounts re integration?


	· The streamlining objective may suggest that additional disclosures are minimised.


	Part year services 15/16


	If joint service delivery actually starts in 15/16 (ie before 1/4/16) what are the financial reporting implications? 
How will this affect audit requirements?


	· A particular challenge may be establishing what the ‘old’ (separate services) closing position actually was e.g. what was the pay and annual leave etc accrual for staff as at the new service start date, what creditors relating to the ‘old’ service were outstanding at that date, what provisions existed at that date?

· What will auditors expect to review or examine?

· LASAAC may consider developing guidance, to support consistency, in respect of assessing materiality for group accounts if the joint services start date is 1 April 2016.

 

	Treatment of overheads retained by the partners
	How should any partner overhead costs, not included in the integrated or set aside budget of the IJB, be treated in the partner accounts? Should any information be included in the IJB accounts?


	· The costs of support services provided for by the LA but not charged to the IJB should be retained within the LA accounts, but treated as an overhead cost in the provision of social care. This may require specific advice on categorisation within the Service Expenditure Analysis (SEA).  



	IJB Pensions Liabilities
	The IJB is not expected to be the employer of the Chief Officer. Does this negate the need for an IAS 19 report for the Chief Officer (or any other IJB officers)?
	· This may depend on employment status and employment contracts may be affected by VAT arrangements

· If the IJB is an employer an IAS 19 report would normally be needed. Materiality would be a consideration but a report may be required to make this assessment.
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