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FINANCE COMMITTEE CALL FOR EVIDENCE 
 

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

 
SUBMISSION FROM FIFE COUNCIL 

 

 

Comments requested on  
1.  The wider financial impacts of the health & Social Care Bill 
 
2.  Any technical financial issues which the bill presents 
 
3.  Specific commentary on the Financial Memorandum. Including views on whether 
we are content that the integration Agenda will actually deliver everything that the 
Financial Memorandum sets out. 
 

The wider financial impacts of the health & Social Care Bill 
• The bill seems to go way beyond that which is necessary for the proposed 
“Integrated Budget” for the “Corporate Body” for Integration of Health & Social Care. 
Advice from Colin Crawford (SG) is that the “Corporate Body” will not have 
employees, will not have assets, and will not enter into contracts.  
 
• The bill mentions transfer of staff (19) but I am unsure if this refers only to where 
staff are transferred between NHS and Local Authorities, or also includes the 
“Corporate Body”. 
 
• The bill appears to cover far more than simply NHS and Social Work. 
 
• The bill (Section 44) would allow the Common Services Agency for the Scottish 
Health Service to enter into agreements with, amongst others, Scottish Public 
Authorities. 
 
• Section 45 of the bill mentions extension of schemes for meeting losses and 
liabilities of health service bodies. I do not understand if this allows NHS to carry 
reserves from one year to another. 
 
EXPLANATORY NOTES 
Integration Plans – same local authority and Health Board area 
Four models, including  
 
• The local authority and the Health Board delegate functions to an integrated joint 
board established as a body corporate. (The other three models cover delegation of 
functions from one to the other or both to both). 
 
• Scottish Ministers can approve an integration plan which sets out that functions will 
be delegated to the integration joint board, which will have the functions specified in 
the integration plan delegated to it. 
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• Chief Officer – Section 10 (of the bill) requires the integration joint board to appoint 
a member of staff to be its chief officer (but might be seconded to the integration joint 
board). The integration joint board will not necessarily be given powers to employ its 
own staff. 
 
• Other staff – Section 11 – Scottish Ministers might give integration joint boards the 
ability to appoint other staff. 
 
• Section 12 – subsection (3 ) provides for Scottish Ministers to make schemes for 
the transfer to an integration joint board of staff, property, rights, liabilities, or 
obligations of a local authority or a Health Board, where considered appropriate. 
 
SECTION 19 – Transfer of staff effect on contract of employment -  
46. Subsection (2) provides that where, before the day of transfer, a person who is to 
be transferred informs their original employer that they do not wish to transfer 
employment, the person‘s contract of employment is terminated on the day before 
the day of transfer. The effect of this is that a person who does not wish to transfer 
does not have to do so but instead his or her contract will end immediately before the 
transfer would have taken place.  
 
SECTION 37 – Information-sharing – allows information-sharing.. 
SECTION 38 – Grants to local authorities may be made by SG for costs incurred 
under Part 1 of the Bill. 
 
FINANCIAL MEMORANDUM 
Chart 1, on page 25 seems to show a great improvement in reducing the number of 
days between a patient being ready for discharge and being discharged, over the 
period from April 2001 to January 2013. 
 
Para 27 states what seems to me to be the crux of the matter. 
27. For this estimate, the bed days used by delayed patients (excluding those who 
are complex cases) were converted into bed weeks. For the baseline expenditure 
the bed weeks used by delayed discharge patients were costed at an adjusted cost 
per bed day, and for the projected expenditure post integration, those bed weeks 
were costed at a weighted average rate of residential care, home care, and care at 
home. These estimates suggest that reducing delayed discharge by reallocating 
expenditure from hospital to community based health and social care to facilitate 
timely departure from hospital and provide alternatives to admission to hospital, 
could generate potential efficiencies of around £22m per annum for a maximum 14 
day delay. If partnerships wish to be more ambitious and move beyond the target, a 
further £41m of potential efficiencies may be generated for a 72 hour limit for delays.  
 
 
33. The costs per head are adjusted for local population need, using the resource 
allocation formula weightings, to ensure that it does not include variation that is 
driven by differences in local population need. If costs per head in the higher cost 
partnerships are reduced to the average cost per head for the partnerships with the 
relevant Health Board, this could generate potential efficiencies of around £104m per 
annum. (HE – depends on robustness of costs and definitions). 
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34. The Bill will enable Health Boards and local authorities to plan and deliver holistic 
integrated health and social care services and to improve efficiency in allocation and 
utilisation of their joint resources. In summary, it is estimated that the potential 
efficiencies for partnerships from the combined effect of Anticipatory Care Plans, 
reducing Delayed Discharge and reducing variation, to be between £138m and 
£157m. These potential efficiencies should be considered in the context of the scale 
of the projected increase in expenditure attributable to demographic change, noted in 
paragraph 17, and will need to be reinvested within the partnerships in order to help 
meet demand.  
 
VAT 
(HE – much of this is not required if the Corporate Body is not to have assets and 
contracts). 
 
58. Health Boards and/or local authorities will be required to delegate resources and 
functions, under delegation between partners arrangements, to the host 
organisation, that is the partner that will be responsible for the delivery and 
management of functions on behalf of the other partner, or to the body corporate. 
Health Boards and local authorities will incur a number of non-recurrent and 
recurrent costs associated with financial governance of the delegated functions and 
resources.  
 
These documents relate to the Public Bodies (Joint Working) (Scotland) Bill (SP Bill 
32) as introduced in the Scottish Parliament on 28 May 2013 33  
 
59. Different VAT arrangements pertain in Health Boards and local authorities. 
Health Boards are section 41 bodies (VAT Act 1994) for VAT purposes, such that 
they can only reclaim VAT on certain specified services. In contrast, local authorities 
are section 33 bodies (VAT Act 1994) and, with a few minor exceptions, have full 
VAT recovery. The different VAT status of the partners complicates the recovery of 
VAT on goods and services purchased through the resources in an integrated 
budget and this introduces risks for recurrent resources. This is considered in detail 
in the recurrent costs section below. There is existing HM Revenue and Customs 
(HMRC) guidance for the delegation between partners model, and the Scottish 
Government will work with HMRC to tailor this to the Scottish context and to develop 
new guidance for the delegation to a body corporate model. Professional advisors 
have been appointed by Scottish Government at a non-recurrent cost of £35k.  
 
60. In addition, each partnership will have to obtain agreement from HM Revenue 
and Customs on a case-by-case basis, which will involve preparation of financial 
statements. Based on experience in Highland, this will be marginal and is covered by 
the non-recurrent transitional costs outlined above. There will be a cost to HM 
Revenue and Customs for the process of application and approval of the integrated 
VAT arrangements for each partnership. Scottish Government officials are working 
with HM Revenue and Customs on these matters.  
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VAT: delegation to a body corporate  
 
77. Unlike with the delegation between partners model, where HMRC guidance 
allows a VAT neutral solution, there is no guidance available for this model. 
Consequently, there is a risk that VAT currently reclaimed by local authorities is no 
longer able to be recovered under the VAT arrangements in the body corporate. 
However, Scottish Government appointed VAT advisors have indicated that the key 
factor in determining recovery of VAT in this model will be the extent to which the 
body corporate delivers services, and that the proposed arrangements are likely to 
be interpreted by HMRC as the body corporate re-allocating the integrated budget 
and for delivery by Boards and local authorities; consequently, it is likely that a VAT 
neutral position is attainable. (HE – this might also affect the ability to charge rental 
income (mostly funded by HB, as the corporate body would become the landlord, 
and if the corporate body is not a local authority or a Registered Social Landlord, 
then higher levels of rent are not allowed)  
 
78. Note that should the Scottish Ministers extend, at a future juncture, the remit of 
the body corporate to be allowed to take advantage of employment and contracting 
powers, then there is a risk that HMRC will revise their view and conclude that the 
body corporate is in fact providing services. Under this contingency, the VAT status 
of the body corporate is less clear and the recovery of VAT is at risk. The full extent 
of potential exposure for this risk is a recurrent cost of £32m p.a. based on the 
estimated total VAT recovered by local authorities for adult social care services.  
 
79. The Scottish Government is working with its advisors and HMRC to develop new 
guidance for the delegation to a body corporate model, based on the same principal 
of VAT neutrality that informs the guidance for delegation between partners. The 
likely position, therefore, is that there will be no additional cost under the new 
arrangements for VAT.  
 
Support to the third sector  
 
62. It is intended, through secondary legislation, that integration authorities will be 
required to fully involve the third sector as key partners in strategic commissioning, 
locality planning and service delivery activity. The Scottish Government recognise 
the key role non-statutory, not-for profit providers of health and social care services 
play in the provision of care, working in partnership with statutory partners. It is 
expected that there will be a degree of overlap between these activities and those 
currently required for third sector participation in community planning and in 
developing change fund commissioning plans. (HE – there are lots of large and 
medium sized providers that are registered as Scottish Charities, most of which 
make a profit – are these to be considered as “not for profit”? Approx 80% of current 
providers of Adult Placements are registered as Charities). 
 
Capital and assets  
 
66. There are likely to be non-recurrent costs associated with carrying out due 
diligence reviews on assets and liabilities transferred to the host partner in the 
delegation between partners model. The estimate for these, based on the Highland 
experience, is included in the transition costs noted above. Under delegation to a 
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body corporate, it is not intended that the new bodies will own capital assets, so 
there is no need to provide for costs associated with carrying out due diligence 
reviews on transferred assets and liabilities as is the case for delegation between 
partners model. This will result in a small reduction in the cost required for the 
transition team, but this will be offset by the small additional cost required for 
developing the Standing Orders etc. for the new body.  
 
Health and social care activity information  
 
67. To provide partnerships with information for developing their strategic plans and 
to inform performance management, a linked patient/client level health and social 
care dataset and information system will be required. It is likely to be more efficient 
that this be developed as a national solution by Information Services Division and for 
partnerships to access their data remotely. Non-recurrent estimates for the 
development of this, based on a preliminary assessment by ISD, are £250k in 
2013/14 and £500k in 2014/15. (HE – does this include costs to be carried by Local 
Authorities? If so, then I suspect that the estimated cost is low). 
 
Other financial governance: for both models  
 
87. The inclusion of hospital services in the integrated budget will necessitate a 
greater emphasis on hospital activity and cost in Health Board financial management 
and financial planning systems, which will require investment in costing teams. The 
estimate for this is £800k p.a. based on increasing the capacity of Health Boards 
costing teams to a proportionately consistent level. (HE – I do not understand why 
this would have a greater impact on Hospital Boards than Local Authorities).  
 
99. It is difficult to accurately gauge the level of uptake off the Common Services 
Agency‘s shared services across the wider public sector as this is not a mandatory 
measure - rather it is for public bodies themselves to determine the benefits of using 
the services provided by the Common Services Agency. However, what is apparent 
is that the costs to the public sector will be cost neutral. There will be no increase in 
the level of the Common Services Agency budget as a result of it delivering services 
to the wider public sector. (HE – but, if some work left Las and was done by CSA, 
then there would be a saving in LA costs). 
 
114. Where staff transfer to the Health Board, the initiative for harmonisation would 
be with the Board; experience from Torbay and North East Lincolnshire, where staff 
transferred to the Care Trusts, was that the Trusts encouraged transferred staff to 
migrate onto the same terms and conditions as their new colleagues and that this 
helped to establish multi-disciplinary co-located teams and deliver truly integrated 
services. Although staff would be free to remain on TUPE terms and conditions, it is 
unlikely because migration of staff onto NHS terms and conditions would be to their 
individual advantage.  
 
115. Where staff transfer to the local authority, the initiative for harmonisation would 
be with the local authority in the same way as in the case above, but there would 
also be a risk of an equal pay claim from the existing local authority staff.  
(HE – There are other staff issues re pay and pensions, but until there are 
employees in the corporate body, there is no problem). 
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Data sharing and information technology  
 
137. The Scottish Government eHealth budget currently includes a dedicated budget 
of £2m p.a. to support Health and Social Care IT integration (HE – how much 
support is this? What are the likely costs for NHS and Las?) The NHS and local 
authorities have invested significant amounts in previous years to put in place 
modern IT systems. The focus of future work will be on exploiting the capabilities of 
these systems to improve information sharing.  
 
138. The eHealth Strategy17 published in Autumn 2011 included a commitment to 
produce a Health and Social Care IT strategy (by early 2014) in partnership with 
local authorities. In addition, a Data Sharing Technology Board (DSTB) has been 
established under local authority chairmanship and is meeting regularly. This Board 
is responsible for decisions on the existing infrastructure and the development of 
consensus on the way forward. The Board undertakes this role in a broader context 
of co-operation between stakeholders through their role in the development of the 
Health and Social Care IT Strategy.  
 


