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Item 8. LASAAC 19/11/14
To: 

LASAAC     
From:

Gareth Davies
Date:

19 November 2014
Subject: 
Integration of Adult Health and Social Care 
Purpose of Paper
1. To inform LASAAC discussion of the financial reporting implications of the integration of adult health and social care.
Background
2. The Public Bodies (Joint Working) (Scotland) Act 2014 requires that local authorities and NHS territorial Health Boards integrate adult health and social care services.
3. This may be by either:

· delegating functions between partners, with oversight exercised by an Integrated Joint Monitoring Committee (IJMC)

· delegating functions to a separate Integrated Joint Board (IJB) which is a new body

4. LASAAC previously concluded that the integration process did not present any issues of principle that would require changes in the 2015/16 Code.
5. LASAAC submitted a response to the Scottish Government’s consultation on proposed regulations (see Appendices A & B in case reference is desired).

Recent Guidance and Legislation
6. The following guidance has been issue by the Scottish Government:
· Timeline flowchart for establishment of arrangements
· Flowchart for establishment of an IJB
· Flowchart for establishment of an IJMC
7. The following regulations to implement the requirements of the act, have been laid before the Scottish Parliament. They are currently anticipated to be enacted by December 2014.
Set1 :

· 9 National Health & Wellbeing Outcomes
· Integration Scheme – Minimum Content of Integration Scheme
· Functions to be delegated by the Local Authority
· Functions that must (or may be) delegated by the NHS
Set 2:

· Commencement dates
· Integration Joint Boards – Membership, Powers & Proceedings
· Integration Joint Monitoring Committees – Membership, Powers, Proceedings
· Prescribed Consultation groups to be consulted
· The ‘Local Authority Officers’ regulation
Financial Reporting Aspects of the Regulations
8. Minimum Content of Integration Scheme – primarily these are likely to affect the governance and control arrangements which will affect the Annual Governance Statement for the authority and (assuming local government classification) any IJB. Example items
· Membership balance

· Governance

· Financing arrangements to be determined
· Responsibilities and remit of the Chief Officer

· Financial management

· Payment arrangements

· Financial content of monitoring reports
· Control of financial variances

· Arrangements for financial redetermination / variation

· Use of partner assets

· Claims handling / risk management

· Dispute resolution

9. Commencement dates: these will affect the financial reporting year when integration arrangements will first have to formally be incorporated within local government financial statements. The dates are:

· Integration scheme submission by 1 April 2015

· Delegation of functions 1 April 2016

10. Based on the above the 2015/16 year will presumably be the first reporting financial year in most cases, from the date of actual establishment of the arrangement (IJB or IJMC i.e. delegation of functions) to 31/03/2016.
11. IJB Membership, Powers and Proceedings: This instrument is significant in determining the extent of control each partner has regarding the IJB. Key elements of the instrument include:
· LA & HB representatives are the ‘voting’ members. Other IJB members are non-voting so should not affect control
· LA & HB to have same number of representatives – so unanimous consent by partners required i.e. IFRS 11 (Joint Arrangements) would presumably apply. 

· Where > 1 local authority involved in IJB total councillors to equal total HB representatives. The expectation appears to be that each authority will have the same number of councillors but this may not be a mandatory requirement. The exact voting rights may mean that unanimous is not required by all partners. This would suggest that IFRS 11 (Joint Arrangements) would not apply.
· The Chair and Vice Chair positions rotate between the LA & the HB.

· There is NO casting vote allowed. The IJB must determine a dispute resolution mechanism that does 

· IJB members can be paid expenses
· The proper (s95) officer of the IJB is a member of the IJB.

· The IJB can enter into contracts for goods and services.
12. As previously reported to LASAAC the application of IFRS 11 (Joint Arrangements) may still lead to the treatment of the IJB as a joint operation if the ‘other facts and circumstances’ (per IFRS) indicate that the arrangement is a joint arrangement. This would effectively mean the IJB is not treated as a separate entity but the authority share of assets & liabilities etc involved would be reported in the single entity statements.

13. An assessment of whether an IJB is acting on its own behalf (as principal) or as agent of the delegating partners will be required.

14. IJMC Membership, Powers and Proceedings: Key elements of the instrument include:

· All members of the IJMC appear to have voting rights. 
· There does not appear to be a mandatory requirement for the number of councillors to equate to the number of health board nominees
· Chief Financial Officer of the partner receiving the delegated function to be on the IJMC (2-way delegation would mean both CFOs)
· Where more than one authority is receiving delegated functions at least one authority CFO is on the IJMC

· The Chair (presiding) has a casting vote
· IIMC members can be paid expenses

15. Notably the IJMC does not constitute a new statutory body nor would an IJMC 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 authority partner.
Other Financial Reporting Considerations
16. Additionally the following aspects may be relevant for local government financial reporting of spend on integrated services:
a. Whether amendment of the Service Expenditure Analysis categories (& therefore also Local Financial Returns) is required.
b. Whether public interest and transparency will require specific or additional disclosures regarding the detailed spending, as opposed to payments under the integration arrangements, on services that local government retains statutory responsibility for.

c. The arrangements for external audit of integration expenditure 

Recommendations
17. It is recommended that LASAAC considers whether the recently issued regulations require LASAAC action in relation to local government financial reporting. 
Committee Action 

18. The Committee is requested to 
· Discuss the financial reporting implications arising from the regulations issued
· Determine whether LASAAC action is required relating to local government financial reporting on the integration of adult health and social care
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