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Item 7. LASAAC 27/02/19
To: 

LASAAC     
From:

Gareth Davies
Date:

27 February 2019
Subject: 
Integration Accounting Guidance 2018/19 – Feedback Received 

Purpose of Paper
1. To provide details of responses received to the public consultation process and request LASAAC views on the proposed amendments arising.

Integration Accounting Consultation Process
2. The consultation was issued on 18 December 2018 with responses requested by 15 February 2019. 

3. It was circulated to LASAAC contacts, IJB CFOs and local authority CFOs. It was also made available on the LASAAC webpages.
4. Four responses from IJB CFOs or deputes were received.
Responses Received
5. An analysis of the comments and responses received is provided in Appendix A. 
6. LASAAC direction regarding the responses received and the proposed actions in response is requested.
7. In some cases the received comments are taken to indicate that no further action is necessary. These are included for transparency and ease of reference.

8. Some relatively minor amendments are proposed to the guidance to address some comments. A copy of the revised guidance is proved as Appendix B (tracked changes show the post consultation amendments).
9. LASAAC’s attention is particularly drawn to the following comments for specific discussion and direction: 

	Paragraph
	Summary 

	87
	Reference to requirements for directions when commissioning expenditure is to be amended.


	99
	Detailed specification of an analysis of the changes in the budget from that initially agreed.



	Appendix C (now Appendix D)
	The continued inclusion of the ‘no contribution adjustment’ method (Method B) of dealing with variances at the end of the financial year.




Committee Action 
10. LASAAC is requested to 

· Review the responses and proposed actions
· Provide direction on further amendments

· Approve the finalisation and issue of the guidance

	
	Appendix B. Item 7. LASAAC 27/02/19


Respondents:

	A.
	IJB CFO
	
	

	B.
	IJB CFO
	
	

	C.
	IJB CFO
	
	

	D.
	Depute IJB CFO
	
	


Emphasis added to respondent text for ease of reference.

	R
	Orig 

Ref
	Feedback Received
	Comments

	C
	11
	IJB running costs – we do what IRAG guidance suggests


	No action required

	C
	30
	Remuneration Reports – Suggested treatment is to include chairperson and vice chairperson which we do not do and audit have not asked us to so not sure if you want to change this or not. We did have this in in our first year accounts, but audit said to take it out as there was no costs against names.


	No action required.

	D
	42
	Remuneration Report:

Our CFO is not a full time position (also fulfils the role of Head of Transformation within <> Council) – in addition our Chief Internal Auditor also fulfils this role at <Council>. The following is an extract from our 17/18 audited annual accounts and based on the updated guidance, I am proposing the same basis of disclosure for 18/19:


	No action required

	C
	50
	Management Commentary – all suggestions I think [we] already include i.e. risks and uncertainties facing IJB, financial key performance indicators and other performance indicators, description of IJBs strategy and business model


	No action required

	D
	50
	Management Commentary:

In terms of KPIs our 18/19 accounts provided a summary of benchmarks against key national indicators in a table within MC with link to detailed Annual Performance Report – this focusses on key outcome and data indicators with access to all APR data provided – updated guidance is consistent with this approach. The inclusion of other items of strategic importance may be open to interpretation – consistency across IJBs could be an issue without guidance / practical examples / materiality?

Segmental reporting – again this is open to interpretation – our CIES is fairly summarised (5 expenditure headings) however we include a detailed management accounts summary in MC with a reconciliation table (management accounts to CIES). We adopted this approach in 15/16 with agrrement of Audit Scotland and it is my understanding other IJBs have also adopted this approach.


	No action required

	A
	51
	"LASAAC considers that hyperlinking to another document (i.e. signposting) is not sufficient". As a general point I can see why we might wish to avoid hyper links signposts. However i think these are reasonable when linking to formal IJB documents. So IJBs do need to have strategic plans, do need to have performance reports, etc . So using e.f. of Performance reports, in 17/18 we included extracts/highlights of that report in our IJB accounts. Did this really add any value - I suspect not. Was a more comprehensive Performance Report available - yes it was. So logically we would work with some form of sign-posting - in my view!


	Hyperlinking in itself is not prohibited, but is not suggested as sufficient in itself. IJBs will apply judgement as to the balance of detail that is shown in the accounts compared to reliance on an external link.

Proposed action: No change

	A
	51
	would all users be clear on difference between " including: a description of the IJB’s strategy & a description of the IJB’s business model "


	The requirements are based on the formal Management Commentary wording and would therefore be challenging to vary.

Proposed action: No change to text. Footnote to some FRC materials included.



	C
	52
	CIES – no change to presentation to what we already do. Segment lines shown in the CIES need to be determined based on each IJB arrangement, which we do, however should reduce to 10. Judgements made in determining the number of segments may be required to be disclosed. Analysis of what items are included in Taxation and Non-Specific Grant Income should be provided either on the face of the CIES or in a disclosure note – we do not do this at present so need to include.


	No action required

	D
	85
	Treatment of over / underspends:

Contentious issue – appendix C is extremely helpful – key issue is accordance with Integration Scheme. Agree that agreement and finalisation of formal commissioning expenditure adjustment may extend closure of accounts timescale. In respect of evidencing additional contributions agree that this may not be evident in financial statements however this can be included in the management commentary if material as noted at Transparency of Costs of Integrated Services.


	No action required.

	C
	85
	Treatment of under and over spends – there is a section on this and how to treat under and over spends but I haven’t really gone into it as we will hopefully be breakeven.


	No action required

	A
	87
	i am not particularly pro increased use of "directions". But as a fact their use is variable at the moment and more guidance for future use is likely. any inclusion of "directions" in accounts guidance for 18/19 is probably premature. I think the main issue is captured in #86 and that should be sufficient. I really wouldn't choose to add more references to "directions" into this annual accounts guidance at this time - if ever.


	The working group reached the conclusion that changes in commissioning expenditure would require a direction. If however this is not the case then there may be merit in deleting para 87 and potentially adding a last sentence. ‘This may be enacted by the issue of a direction.’ 

Proposed action: Subject to LASAAC views



	A
	99
	Specification for “The initially agreed funding from each partner ( Changes in the budgeted funding contributions analysed to show: ( Additional funding, which was not provided by the Scottish Government, to address pressures (eg due to demand and costs) ( Reductions in funding ( Additional funding provided to partners by the Scottish Government and passed on to the IJB ( Other changes to partner funding”
(Emphasis added)

Re the above, i think this would be very difficult, think it would provide limited value and would be difficult to interpret for any reader of the accounts. In a number of instances it is hard to pin down exactly what a "initially agreed funding" actually is. eg in some years (this year for both LAs and HBs) if a partner had agreed to fund a pay inflation uplift (arguably something agreed at the start of a year), it would be months into a year before we knew this. A number of core "permanent " HB allocations are not "finalised" until later in the year - eg all of GMS (GP) funding. The scale of in year budget adjustments is very high and go on throughout the year. Looking only at December SG allocations to HBs there are at least 3 that could lead to tweaks in IJB budgets. For IJBs with hosted services (or just operate in multi-JB HB area) we often have single allocations coming in that then need dispersed around other parts of systems (eg new GMS contract funds could be dispersed to services managed or hosted elsewhere - like pharmacy or Vaccination programmes). I know we look to do something similar in our 1/4 ly returns but i think committing to something in our management commentary should be something we should try to avoid. If we agreed to say something like comment on material changes to planned budgets that would be more manageable. 

	The working group indicated that due to the complexity of IJB funding, it was desirable to ensure clarity of funding arrangements.

The lack of clarity regarding ‘initially agreed funding’ is also, arguably, the issue that the guidance is seeking to address. IJBs must presumably have an agreed operating budget from 1 April in order to authorise the use of directions / incurring of expenditure. The requirements do not prohibit later amendments, but seek clarity regarding those changes (eg scale and nature).

The respondent’s proposal regarding ‘comment on material changes’ would however support more flexibility in meeting this objective. 

Proposed action: LASAAC consideration welcomed



	D
	102
	The reporting around Negative Reserves useful by way of guidance.


	No action required.

	C
	106
	Hosted services – no change to hosted as we have agreed that we all NHS [specific Board area] IJBs are acting as principal.
	No action required

	A
	App C (now D)
	Appendix C - does method B actually add anything? it look like only variation is in scenario A,B. (as per #87, i'd remove "direction" reference).


	Agreed that for transparency method A (contribution adjustment) may be preferable, but at present it is understood that IJBs and partners could choose option B (no adjustment).

LASAAC’s remit is principally to ensure financial reporting reflects the reality of transactions and finances, not to determine the means by which organisations exercise their powers.

Regarding ‘directions’ reference the treatment should be the same as for paragraph 87.

Proposed action: Retain Method B

Proposed action: Reference to ‘directions’ dependent on LASAAC views regarding para 87



	B
	App A
	 The convener is a senior politician who convenes i.e. chairs the council and acts as the civic head. This post is the Lord Provost in Glasgow Edinburgh, Aberdeen and Dundee. The leader is the political head of the council. The two posts may be but do not have to be the same post. I not sure the actual wording of section 4 (sub sections 1and 2) of the 1994 act is consistent with the wording of Appendix A section a and b in the Accounting guidance.

	The wording cited, as quotations, in Appendix A paragraphs 1 (a) and 1 (b), is (as per the footnote) from the 2004 Act Section 4  which is referenced by the Remuneration Requirements (SSI 2014/200 Schedule 1).

As such the wording is considered to be valid. 

Regarding whether these posts will be relevant for an IJB, the guidance indicates it is ‘unlikely’ but does not rule out the possibility. 

Proposed action: No change


	A
	App C

(now D)
	method B , "no contribution adjustment" seems wrong, #95 acknowledges this. shouldn't the shortcomings re method B be sufficient that it is not a recognised method and wouldn't the guidance be better to point us away from this method?

	As above - Agreed that for transparency method A (contribution adjustment) may be preferable, but at present it is understood that IJBs and partners could choose option B (no adjustment).

LASAAC’s remit is principally to ensure financial reporting reflects the reality of transactions and finances, not to determine the means by which organisations exercise their powers.

Proposed action: Retain Method B
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