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FINANCE COMMITTEE CALL FOR EVIDENCE 
 

PUBLIC BODIES (JOINT WORKING) (SCOTLAND) Bill: FINANCIAL 
MEMORANDUM 

 
SUBMISSION FROM EAST AYRSHIRE COUNCIL 

 

 

1. No provision made in the FM for Council staff redundancy costs, with only 
CHP leadership displacement costs included.  There is a possibility depending on 
the shape and extent of integration that management structures will be designed that 
could result in Council chief officers also being displaced. 
 
2. The issue of ensuring appropriate VAT structures and compliance remains a 
fundamental risk to IHSC.  Development of procedures etc with HMRC is the extent 
of the VAT ”costs” within the FM.  Failure to achieve appropriate VAT status / 
dispensations could result in £30m+ additional costs to IHSC.  “It is likely that a VAT 
neutral position is attainable” – this must be confirmed as soon as possible, as failure 
to achieve this position will present real financial difficulties to each partnership. 
 
3. Development of a joint information management system has been identified 
as necessary, with initial development costs of £750k assumed to fall to the Scottish 
Government, and ongoing recurring costs of £250k thereafter falling to partnerships.  
I have two initial concerns with this: 
 

 Timescales to develop, test and deploy the system will be extremely 
challenging and based on previous IT system implementations must be a risk.  
The implication of failing to hit the target would be a need for alternative 
options to be implemented as an interim measure.  No cost provision has 
been assumed for this. 

 The cost of £750k appears to relate to a national system that will provide 
information to local partnerships.  Is this a sufficient “budget” to deliver?  What 
about local information sharing systems – these have not been costed.  Will 
the SG system also deliver local opportunities or will 32 other systems also be 
required to be developed and subsequently supported? 

 
4. External audit fees (additional) have been estimated at £150k (i.e. approx £5k 
per partnership).  Is this based on Audit Scotland estimates as it seems very low. 
 
5. Additional costs of £800k per annum are included for financial costing teams 
at NHS level.  One of the over-riding principles of integration was that the cost of 
supporting it should not be greater than that already in place to support current 
delivery models.  This must be a concern; although availability of robust, reliable and 
accurate data will be an absolute must for effective management of the IHSC 
partnerships.  
 
6. The support functions (HR, finance, etc) are assumed to be cost neutral (other 
than costing teams noted above), and this accords with the approach we are taking 
locally. 
 



2 

 

7. Efficiencies from asset rationalisation have been excluded – these may take a 
longer timeframe to be achieved and will be a key element of future year savings 
proposals and targets. 
 
8. The use of the Common Services Agency to deliver for all public sector 
organisations has been “permitted” in the Bill.  This is quoted as offering potential for 
savings / efficiencies.  Great care will require to be taken before use is made of the 
CSA by local authorities, where currently expertise is maintained in-house (at a local 
level).  Issues around legal and contractual advice are of major importance and a 
poor decision can have a significant financial and reputational impact. 
 
9. The development of CNORIS to include social care functions delivered by 
Local Authorities will require significant and detailed consideration by Council risk 
management / insurance teams.  Savings on premiums will need to be carefully 
balanced against the indemnity provided and the underlying financial risks this might 
present to the organisation. 
 
10. Use of HubCo while not unexpected, will require to be carefully managed as 
there remains concerns over the capacity of HubCo to deliver on the scale that is 
currently anticipated before adding in additional developments.  Equally, detailed 
analysis needs to be carried out on each project to ascertain if additional revenue 
savings can indeed be achieved through the use of HubCo. 
 
11. The accounting treatment of pensions will be a crucial factor, particularly 
when you consider the statutory mitigation local authorities currently “enjoy”.  This 
assumes that staff who transfer will retain the right to be LGPS members – is this a 
given? 
 
12. The additional costs of performance and inspection is worrying as this implies 
there will be increased activity.  In the post-Crerar landscape we would expect less 
onerous inspection activity.  I fully accept it will be different, but do elements of 
current work not drop off to be replaced by the new work? 
 


