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Item 9. LASAAC 12/06/14
To: 

LASAAC     
From:

Gareth Davies
Date:

12 June 2014
Subject: 
Integration of Adult Health & Social Care 
Purpose of Paper
1. This paper considers the potential impact of the proposals for the integration of adult health and social care on LASAAC’s remit and responsibilities.
Background
2. The legislative requirements and proposals for integration, as well as professional guidance, have now been issued. 
3. Integration arrangements will apply from 1 April 2015 however ‘shadow’ arrangements preceding this are likely to arise during 2014/15.

4. The main reference sources are:

· Primary Legislation:

·  Public Bodies (Joint Working) (Scotland) Act 2014 (the act)
· Proposed Secondary Legislation: 

· Draft Regulations – Consultation Set 1 [Closes 1 Aug]
· Draft Regulations – Consultation Set 2 [Closes 18 Aug]
· Professional Guidance

· Integrated Resources Advisory Group (IRAG) - Professional Guidance, Advice  and Recommendations for Shadow Integration Arrangements
Potential Areas for LASAAC Consideration
5. The following aspects are relevant for LASAAC consideration:

· Whether the Code 2015/16 require amendment

· Whether the Service Expenditure Analysis within SeRCOP requires amendment for 2015/16
· Whether LASAAC should submit comments in response to the draft regulations 

· The impact on audit scheduling arrangements

Implications for Code 2015/16  
6. In assessing whether any amendment to the Code may be required it is suggested that this will largely depend on the distinction between:

· Matters of principle, where the Code may need to specify the treatment or judgement

· Matters of application, where the existing Code requirements cover a subject and therefore no amendment to the Code is required.

7. The following are noted as possible areas for discussion in determining whether each is a matter of principle or application:

	Matter 
	Comment

	Applicability of the Code


	Integration Joint Boards (IJBs)

The Act section 13 amends the LG (S) Act 1973 s106(1) to include Integration Joint Boards (IJBs) as section 106 bodies bringing them into the accounting framework for local government.

The Code 14/15 1.2.5 states that local authorities are defined to include section 106(1) bodies.

The Office for National Statistics (ONS) has not yet ruled on the public sector classification of IJBs. If the ONS determines that IJBs are local authorities then presumably all relevant legislation will apply, including the statutory mitigation arrangements.

Integration Joint Monitoring Committees (IJMCs)
IJMCs would not (as currently proposed) meet the definition of a section 106 body. The costs of participation for each partner would presumably fall to be a service (or Corporate & Democratic Core) cost for each partner.



	Agent or principal?
	The Act 1 (4) states that the integration models are ‘delegation of functions’.

IJBs

This may raise a question as to whether an IJB is acting as an agent or on its own behalf.

The Code 14/15 2.6.2.1-2 states “Agent is where the authority is acting as an intermediary.” and “2.6.2.2 Principal is where the authority is acting on its own behalf”.

Potentially the statutory arrangements including governance, responsibility, accountability and service responsibility (e.g. service inspection reporting arrangements) may provide an indication of whether the IJB is acting on its own behalf.
Notably the Act section 42 requires the IJB/IJMC to prepare a performance report. This must be published and provided to the LA / HB partners.

IJMCs
No new body considered to be created. Therefore each partner considered to be acting as principal.


	Group Accounts

	IJBs

The Code 2014/15 incorporates the requirements of IFRS Joint Arrangements (see Chapter 9). The anticipated treatment may be that an IJB is a joint arrangement which qualifies as a joint venture “whereby the parties that have joint control of the arrangement have rights to the net assets of the arrangement.”
This may however be subject to discussion on two grounds:

(a) A joint arrangement requires joint control where decisions “require the unanimous consent of the parties sharing control”

This however may be disputed since the proposed secondary legislation [set 2 IJB arrangements section 9(2)] provides the Chair with a casting vote. The proposals also [IJB arrangements 4(1)-(2)] specify that the Chair position alternates between the local authority and the Health Board at least every 3 years.
This potentially implies (a) that IFRS 11 would not apply and (b) that designation / classification could change every 3 years. As such treatment as an associate or subsidiary may be a potential scenario.

(b) Substance of the relationship: IFRS 11 requires that ‘other facts and circumstances’ are assessed in determining treatment. 

Example 5 on page 21 of IFRS 11 relates to a situation where the output of the joint arrangement (structured as an entity) is wholly shared between the two controlling organisations. 

Notably para B32 (page 20) states “When the parties are substantially the only source of cash flows contributing to the continuity of the operations of the arrangement, this indicates that the parties have an obligation for the liabilities relating to the arrangement.”

The conclusion for Example 5 states: “These facts and circumstances indicate that the arrangement is a joint operation.”

Potentially therefore IJBs could fall to be treated as Joint Operations, with each individual partner showing their share of the assets, liabilities, expenses and income of the operation in the single entity accounts. 

IJMCs

No new body considered to be created, therefore group accounts irrelevant.



Implications for the Service Expenditure Analysis  2015/16
8. The Code 14/15 (para 1.2.8) requires compliance with SeRCOP and therefore the Service Expenditure Analysis (SEA) as published in SeRCOP. The publication timetable for SeRCOP for 2015/16 anticipates finalisation of reporting requirements by early September. 
9. At present the analysis for social care in Scotland is based primarily on a mandatory ‘client group’ approach, with secondary (discretionary) analysis by type of service.

10. Notably the draft regulations [set 2] propose that performance reports include:

	· how spend will contribute to outcomes

· how spend has provided services

· financial performance (budget over/ under spends)

· details and % analysis of spend (£) on

· hospital inpatients

· health care (excluding hospital inpatients)

· social care services (care home service / adult placement users)

· social care services (support for unpaid carers)

· other social care services

· comparatives for 5 previous years




11. An LFR 3 review group hosted by the Scottish Government recently discussed potential future requirements. Summary notes on the meeting are provided in Appendix A. The ability of councils (and Health Boards) to provide an analysis of spend where a block payment (funding contribution) is made was discussed. In this respect:

· Political, media and public interest in ‘pre’ and ‘post’ integration expenditure could be anticipated.

· Non-availability of comparable time-series data, or inconsistent data analysis for 2015/16 dependent on local structure decisions, may attract criticism 
· Comparison was drawn with the LFR treatment of spend on Leisure Trusts to provide services, where detailed analysis may not always be provided. It was noted however that a lack of analysis of spend may be harder to support where the counter-party is within the public sector boundary.
12. The potential therefore exists for issues to arise regarding:

· The analysis or tracking of expenditure routed through IJB or IJMC arrangements on a ‘client group’ basis 
· The need for new ‘client groups’ (e.g. unpaid carers) or service analysis categories to be specified to reflect changes in service provision
· The need for healthcare related expenditure to be separated from social care expenditure
Audit Scheduling Arrangements
13. Health Board audits are expected to be completed by 30 June with Local Authority audits to be complete by 30 September. This may require consideration of the audit approach for spend by IJBs and under IJMC arrangements. 

Recommendations
14. It is recommended that LASAAC: 

· Considers whether there are any matters of principle that should be addressed in the 2015/16 Code of Practice
· Consults with relevant parties on the social work Service Expenditure Analysis for 2015/16
· Considers whether a response should be made regarding the draft regulations, potentially especially in relation to:

· the financial information content of the performance report
· arrangements for audit

Committee Action 

15. The Committee is requested to 
· Approve or amend the recommendations above
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