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Item 8. LASAAC 17/11/16
To: 

LASAAC     
From:

Gareth Davies
Date:

17 November 2016
Subject: 
Integration of Health and Social Care –
Comments on Accounting Guidance

Purpose of Paper
1. This paper provides details of comments received following LASAAC’s request for feedback from practitioners on the existing accounting guidance issued for 2015/16.
Comments Received
2. A number of comments were received and these are provided in Appendix A, along with comments for LASAAC to consider.

Recommendation
3. It is recommended that LASAAC requests:

· That the secretariat update the existing LASAAC guidance on Accounting for the Integration of Health and Social Care as appropriate, with Committee approval to be sought by e-mail 

· That the secretariat inform an appropriate IRAG representative of areas where IRAG may be relevantly updated

Committee Action 
4. The Committee is requested to 

· Approve the recommendations in paragraph 3.
	
	Under the LASAAC guidance:
	The illustrative IJB annual accounts from IRAG:
	Comments for LASAAC Consideration

	A1
	IJBs are  expected to present a “Comprehensive Income and Expenditure Statement” (CIES)


	Have a “Statement of Income and Expenditure” 


	The CIES is specified as a required statement in the accounting Code of Practice for local authorities.

	A2
	The CIES should analyse expenditure and income in terms of the existing SEA.  Suggested headings being: Local Authority Services, Health Care & CDC.

My reading of the SeRCOP is that Chief Office pay costs may well fall under CDC.  IJBs appear to defaulted to disclosing it as service expenditure.


	Suggest lines for “Health and Social Care” (together) and “Corporate Services”.


	CIES SEA requirements will only apply for 2015/16. The SEA is removed for 2016/17 statements.

Arguably there should be an analysis of the CO’s time (and costs) between CDC/Corporate Management duties and service management activity, however it may be that IJBs have been pragmatic in terms of which took the majority of the CO’s time. IJBs appear to have varying operating and management arrangements.



	A3
	Indicates that unhypothecated funding received by the IJB, anticipated to primarily consist of partner funding contributions, is expected to be presented as “Taxation and Non-specific grant income and expenditure”, not as service related income.

Where income is received in return for the provision of a specific service this should be presented as income on the relevant service line.

I think that depending on the treatment of chief officer’s pay costs this could lead to the related funding being treated as either service income or  “Taxation and Non-specific grant income and expenditure”.


	Appear to indicate that contributions from the partners should be accounted for as service income.


	Contributions from partners – showing as ‘service income’ may not be particularly representative of the nature of the transaction or relationship: 

It is not clear that there are specific services that are being commissioned by the partners – rather each partner is handing over responsibility for the specification of services to the IJB, and under the legislation, providing the funds for it to fulfil this role. 

On this basis it may be hard to argue that the contribution is remuneration for, or hypothecated to, the provision of services or the employment of the CO.  The IJB presumably has discretion about, and responsibility for, the services to spend the funding on; how much to pay the CO; and the expenditure incurred in running the IJB. It presumably has to do these within the terms of the Integration Scheme.

In light of this extent of discretion the LASAAC working group considered that it was ‘unhypothecated’ funding, somewhat like General Revenue Grant, which is provided to support a range of local authority services including central costs with the weighting of spend across services being largely due to local authority priorities decided by the body receiving the funding. 

The alternative would be to regard the contributions as being akin to ‘specific grants’ (i.e. given for a very specific service) which did not appear to be the case.



	A4
	
	Refer to a financial “year” when “period” may be more appropriate terminology for IJBs that did not exist at 1 April 2015 (again, minor terminology).


	

	A5
	
	Indicate (within the STATEMENT OF RESPONSIBILITIES FOR THE STATEMENTS OF ACCOUNT) that the IJB is required to approve the statement of accounts.  The Code seems to indicate that responsibility only applies to bodies in England and Wales.


	The IRAG Guidance may have been drafted before SSI 2014/200, specifying the submission and approval process, was finalised. The IRAG guidance was, I believe, also drafted before confirmation of the IJB classification as a local government body was finally received.

	A6
	
	Suggests movements in reserves are disclosed in a note rather than be shown as a primary Movement in Reserves Statement as per the Code.

Admittedly there may in fact be no movements in this first year, so perhaps not really an issue.


	A MiRS is specified as a required statement in the accounting Code of Practice for local authorities


	
	Comment
	Comments for LASAAC Consideration

	B1
	Services Provided as In Kind Services

The LASAAC guidance notes (section 28) that "it is recommended that the IJB discloses the arrangement in a note to the annual accounts" - … It then goes on to say " potentially indicating the scale of support". 

This latter part does create a possibility that this it is, or may become, ‘best practice’ to indicate the scale of support and an obvious way to do that in a set of accounts is to quantify that support in a monetary manner. That may be viable in some Partnerships but may be inappropriate in others and that creates an issue with what may be perceived as (future) best practice. Could the guidance be amended to say something along lines of "the IJB discloses the arrangement in a note to the annual accounts and describes the support provided" or "...a note to the annual accounts and , if appropriate to local arrangements, potentially indicates the scale of support". 


	LASAAC could clarify that indication of scale could be quantitative or qualitative (descriptive). The suggested wording could be adopted.

	B2
	Year End Balance Sheet

This is to do with recording of balances outstanding between IJBs and LAs/NHS Board regarding costs incurred by LAs/NHS Boards on behalf of IJBs but which were actually accrued by LAs/NHS Boards at the year end.  I'm flagging this up in the post-15/16 accounts phase. In our 2015/16 accounts our audit fee had not been paid by a partner organisation, but had been accrued by them. I felt the issue of the timing of payment by a partner to an other organisation on the IJB's behalf was not one that then needed to be reflected in the IJB's transaction with the partner itself. Our auditors view at the time was they did want us to reflect the accrued audit fee in the transaction between the NHS board (in this case) and the IJB. So we had to show an accrued cost of services provided on our behalf by a partner when the partner had already accrued this in their own accounts. The same could apply to prepayments etc. 

My main point being the timing of payment of a cost  or recovery of income by a partner on behalf of the IJB should not then be reflected in the IJBs transactions with the partner, only the cost / income need to be reflected. 

For 2016/17 this could lead to a much more extensive issue as in 15/16 the number of transactions and the number that were actually accrued for at the year end was minimal.   A view on this would be helpful.  


	This is a fundamental, principles based, matter which would benefit from review and agreement for the 2016/17 year end. It may indicate some need for a clear distinction between

the cash balances position between the IJB and each partner; and

any accruals in partner accounts on behalf of the IJB

For example if partner A has disbursed £100K in cash to provide commissioned services, but also has accrued spend of £40K at the year end, should the funding ‘drawn down’ be treated as £140K, or only the ‘cash’ payments of £100K.

In balance sheet terms the creditor to the IJB could therefore either be:

· The funding contribution less £140K

· The funding contribution less £100K

The latter may reflect the ‘pure cash’ position however the partner would also need to consider their recognition of the commissioning income from the IJB. If the funding is not ‘drawn down’, the partner would presumably also have to reflect that £40K of services had been provided but that the income was still due (as a debtor).

The following simple models seek to illustrate the possible balance sheet positions :

Draw down including accrued spend

Cash balance

(£100K)

Cash used to pay suppliers / staff

Creditor

+£140K

Adjustment of +140 to creditor to the IJB re funding contribution 

Creditor

(£40K)

due to staff/ suppliers re commissioned services

Net Assets Position

0

‘Pure cash’ basis
Cash balance

(£100K)

Cash used to pay suppliers / staff

Debtor

£40K

Commissioning income earned but not yet received as a cash draw down (Note 1)

Creditor

+£100K

Adjustment of +100 to creditor for funding contribution to the IJB

Creditor

(£40K)

due to staff/ suppliers re commissioned services

Net Assets Position

0

Note 1 – This implies separation of the debtor / creditor arrangements with the IJB.

The treatment and presentation of commissioning income by the partner may also be relevant.




	
	Comment
	Comments for LASAAC Consideration

	C1
	LASAAC – Cash & Cash Equivalents

In relation to the LASAAC guidance. There is a section in the guidance on Cash and Cash Equivalents which concludes that as an IJB is unlikely to have a Cash and Cash Equivalent figure on the Balance Sheet, then it was unlikely to have to prepare a Cash Flow Statement. Our auditors suggested that we should have a Cash Flow Statement as we had debtors and creditors on the Balance Sheet, and movements in debtors and creditors would normally appear on the Cash Flow. We advised them that the LASAAC guidance linked the Cash Flow more to the Cash and Cash Equivalents than debtors and creditors, and that although the LASAAC guidance includes references to debtors and creditors, there was no suggestion that the existence of these balances would necessitate the preparation of a Cash Flow. Perhaps useful to include this in any updated guidance.

	LASAAC may wish to provide clarity and reinforcement on this matter.

.

	C2
	IRAG Guidance

It would be useful if the IRAG illustrative accounts could be expanded to include the following:
 
Accounting policy on employee benefits – required mainly due to inclusion of pension costs in the remuneration report

Accounting policy on Clinical Negligence and Other Risks Indemnity Insurance (CNORIS) – now that all IJBs have joined this scheme

Accounting policy on Events after the Balance Sheet Date – should be included as standard

Note on Accounting Standards that have been issued but have not yet been adopted – should be included as standard

Note on Critical judgements in applying accounting policies – should be included as standard

Note on Defined Benefit Pension Scheme – required due to inclusion of pension costs in the remuneration report
In relation to the Short Term Debtors and Short Term Creditors, rather than “Central Government Bodies”, the description should be “NHS Bodies”, as this is one of the categories of debtors and creditors in Local Authority accounts.
 
	LASAAC may wish to notify IRAG and Paul Leak of these suggestions.




LASAAC is funded by:
[image: image2.jpg]d-\uow SCOTLAND



                       [image: image3.jpg]< : IPFA The Chartered Institute of
Public Finance & Accountancy




[image: image4.jpg]


                            The Scottish Government

[image: image2.jpg][image: image3.jpg][image: image4.jpg]_1115728758

