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Item 9. LASAAC 07/11/13
To: 

LASAAC     
From:

Gareth Davies
Date:

7 November 2013
Subject: 
Integration of Adult Health and Social Care
Purpose of Paper

1. This paper is intended to provide a brief update on the current situation regarding finance and accounting arrangements.

Background
2. Legislation to require mandatory NHS and local authority ‘joint working’ arrangements for specific adult health and social care services is being progressed in the Scottish Parliament.

3. Significant parliamentary debate on the bill proposals is expected during December 2013, with enactment by 1 April 2014 envisaged.

4. The precise services to be affected have not been specified. This is likely to be achieved via secondary legislation, possibly later during 2014.

5. Initial draft finance and accounting advisory guidance [“Integrated Resources Professional Guidance – Draft 4 Oct 2013”] has been issued to NHS and local authority CFOs for comment. 
Draft Guidance – Brief Summary
6. The following table provides an overview of the draft guidance:

	Area
	Body Corporate

(BC)
	Lead Agency

(Joint Committee – JC)

	Financial Model & Governance
	Body Corporate provided with resources by the partners. Body corporate commissions services.
Chief Officer of BC accountable.


	Partners will delegate (transfer) functions and resources between each other.
Payments will be agreed corresponding to the services delegated.

Chief executive of the ‘host’



	Assurance & Governance
	Governance statement required
BC will require financial regulations

Risk management required

Internal audit recommended

External Audit required


	Amendments to host & delegating partner arrangements re:
· Governance 

· Financial regulations

· Risk management

· Internal audit

	Financial Reporting

	Annual accounts required

Partner bodies expected to reflect group interests

Scottish Government developing proposals to revise LFR 3 returns. SFR (NHS) guidance from UBAM.

ONS will determine classification of BC for WGA


	Delegating partner shows expenditure, host partner shows income
Not a ‘business combination’ (IFRS 3)

Disclose as a related party

Scottish Government developing proposals to revise LFR 3 returns. SFR (NHS) guidance from UBAM.

Adjusting entries for WGA regarding transactions



	Financial Planning & Financial Management

	Strategic plans of BC for medium (3 yr) & lon term (10 yr).
Co-ordination with other (eg same Board area) integration plans required

Cash payments not mandatory – book entries sufficient

Shadow Year recommended

Transparency required by partners

Overheads inclusion is a local decision

Regular reports by partners to the BC Chief Officer

Break even expected

BC to be able to hold reserves

Commissioned hospital services to be a ‘notional’ budget


	Strategic plans of JC for medium (3 yr) & lon term (10 yr).

Co-ordination with other (eg same Board area) integration plans required

Payment calculation process to be included in the plan.

Shadow Year recommended.

Break even on integrated budget expected. Integrated budget generally ‘ring-fenced’.

NHS cannot hold integration budget reserves

Overheads inclusion is a local decision

Commissioned hospital services to be a ‘notional’ budget



	VAT

	No VAT registration for BC (initially)


	Health as ‘host’

Based on 2002 HMRC guidance apportionment methods have been proposed with a memorandum VAT invoice being raised. Authority can then reclaim this VAT.

Authority as ‘host’:

Discussion with HMRC continuing -  possible use of a ‘standard’ calculation.



	Capital and Asset Management

	NHS Board / Local Authority to retain ownership of assets. Capital investment is by the partners not by the BC.

	NHS Board / Local Authority to retain ownership of assets. Capital investment is by the partners.
Asset transfers may be by:

· Purchase (possibly unlikely in practice)
· Leasing arrangements

· Right of access

· Service level agreement



	Accounting Standards
	Group Accounting requirements will apply 
	Staff Transfers: IAS 19 Employee Benefits 
· Annual leave etc

· Pensions (liabilities to transfer date not to transfer)

· 


Committee Action 

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