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Executive Summary

1.1 To update the Integrated Commissioning Board (ICB), Heywood, Middleton & 
Rochdale  Clinical Commissioning Group (HMR CCG) Governing Body and 
Rochdale Borough Council’s (the Council’s) Cabinet on the options available 
for inclusion in the Risk Share Agreement contained within the Section 75 
Agreement that will govern the Health and Social Care Integrated Pooled 
Fund for 2018/19 as recommended in the Formal Pooled Budget report on 
Options re Hosting taken to ICB & CCG Governing Body in July 2017. 

Recommendation

2.1 The ICB note the 6 risk share models that have been considered and 
recommend to HMR CCG’s Governing Body and the Council’s Cabinet that 
the risk share agreement in respect of a deficit or surplus  on the Pooled Fund 
should be based on each Partner’s initial opening contribution to the Pooled 
Fund as per para 4.13.



2.2

2.3

The ICB recommend to HMR CCG’s Governing Body and the Council’s 
Cabinet that the risk share agreement in respect of any surplus on the Pooled 
Fund can be carried forward to the following financial year as per para 4.14. 
This is key bearing in mind the future years growing pressures and that 
transformation fund monies are non recurrent.

The ICB recommend to HMR CCG’s Governing Body and the Council’s 
Cabinet the approval of the wording included at Appendix 3 for inclusion in the 
Section 75 Agreement for the Integrated Health and Social Care Pooled Fund; 
the wording reflecting the approvals recommended at paras 2.1 and 2.2 
above. 

2.4 ICB, HMR CCG’s Governing Body and the Council’s Cabinet to note the 
financial position of the pooled fund noted in para 5.1, and the further work 
that is required to ensure a balanced budget is set for 2018/19.

2.5

2.6

ICB, HMR CCG’s Governing Body and the Council’s Cabinet to note the 
Transformation Programme planned for 2018/19 is forecast to deliver £9.2m of 
financial benefits, to which there are significant risks, these are detailed in 
para 5.2

The Council’s Cabinet approve HMR CCG Governing Body’s request for the 
Risk Share agreement to be subject to an annual review. 

Reason for Recommendation

3.1

3.2

3.3

3.4

Section 75 of the National Health Service 2006 Act gives powers to local
authorities and health bodies to establish and maintain pooled funds out of
which payments may be made towards expenditure incurred in the exercise of
prescribed Local Authority functions and prescribed National Health Service
(NHS) functions. A risk sharing agreement is a schedule within the Section 75 
agreement, required to manage any financial deficit or surplus on the Pooled 
Fund. 

The terms of the GM Health & Social Care Transformation Fund funding 
require HMR CCG and Rochdale Borough Council to operate a formal pooled 
fund for Adult Services as a minimum in 2018/19, which will be governed 
through a Section 75 agreement, for which the Head of Legal Services of the 
Council has been given delegated authority to prepare and enter into, noting 
that this will not be completed until the risk sharing agreement has been 
developed and approved by the CCG Governing Body and the Council’s 
Cabinet. 

This report considers what risk share arrangements are currently in existence 
in localities that are already pooling their funds, what other options there may 
be, and ultimately recommends a specific risk share arrangement for inclusion 
in the Rochdale Pooled Fund Section 75 Agreement.

When reviewing the report on 20th Oct 17, HMR CCG’s Governing Body 
requested that a further recommendation be added noting that the Risk Share 



agreement should be subject to an annual review.

Key Points for Consideration

4.1

4.2

4.3

4.4

4.5

4.6

The Pooled Fund concept looks to combine funds from Partners and spend 
those combined resources in the most appropriate way; one that best meets 
the desired outcomes in the most financially efficient way, ie provides value for 
money. This will involve the decommissioning of existing models of care and 
commissioning new integrated models meaning that the monies within the 
fund would lose their Council / CCG identity and become an integrated pooled 
fund.

In the initial period of the Pooled Fund it may be possible to monitor spend 
against the original Partner’s budgets and therefore identify the cause of the 
overspend / deficit. In the longer term this will not be possible as more 
integrated services are commissioned. The risk share agreement needs to 
reflect the overarching principle that this is an integrated fund for delivering 
health and social care services.

Both the CCG and the Council are currently forecasting financial pressures for 
2018/19 and beyond, and financial modelling for the Pooled Fund anticipates 
that each Partner’s contributions to the Pool will be reduced by the level of the 
financial pressures that are attributable to the Health and Social Care Pooled 
Fund. It is recognised that the Financial Positions of both the CCG and the 
Local Authority will not be known until the CCG signs its contracts for 2018/19 
and the Local Authority has approved the 2018/19  budget at Budget Council. 
The ICB, Governing Body and Cabinet will be kept informed of all changes to 
the financial positions of both partners throughout these processes and will 
have to sign off the final opening pooled budget in March 2018. The benefits 
(savings) detailed in the Transformation Fund application are required to meet 
these financial pressures and to reinvest in transformational services. 

It is imperative that Partners agree during the budget setting process the 
actions to be taken to achieve a balanced budget for the subsequent years of 
the Pooled Fund. This may be required where the financial benefits from the 
Transformational Themes take time to be realised. The actions to be 
considered may be achieved through Partners :- 

 making additional one off contributions, 
 agreeing additional benefits (savings) against Services within the 

Pooled Fund
 Decommissioning or changes to existing services
 or a combination of the above    

The ICB will be responsible for ensuring a robust Pooled Fund is 
recommended to the HMR CCG Governing Body and Full Council for approval 
taking into consideration the actions required in paragraph 4.4. The 
achievement of service outcomes and the financial monitoring of the Pooled 
Fund has been delegated to the ICB. 
If in-year financial pressures are identified, the ICB is expected to approve 
mitigation to these financial pressures to ensure the Pooled Fund outturns in 
line with budget. The HMR CCG Governing Body and the Cabinet should be 



4.7

4.8

4.9

4.10

4.11

informed where mitigating actions are required which may have financial 
implications for them. The Risk Share Agreement should only be required if 
the ICB hasn’t been able to mitigate the financial pressures in-year that the 
Pooled Fund has been subjected to.

To help ICB form a balanced budget a report will be brought to ICB in 
December with a list of proposals that could be implemented. These proposals 
will be approved for consultation with partners before a final Pooled Fund 
Budget is recommended to the ICB in March 2018 for approval. The proposals 
will be more significant, both financially and from a service perspective, than 
the normal Business as Usual proposals which may have been considered in 
previous years and will therefore require agreement by the ICB prior to the 
start of the financial year.  

In addition ICB will agree proposals that will only be actioned during the 
financial year if pressures are identified. Agreement on such actions prior to 
the start of the year should mean that the actions can then be implemented 
quickly, should they be required, thereby improving the likelihood of them 
generating the required savings. 

The Risk Share Agreement relates only to the budgets included in the Pooled 
Fund, thereby excluding aligned budgets, overhead related budgets and those 
budgets that allow HMR CCG to meet their obligations in relation to balancing 
the national & GM health economies. 

Due to a balanced budget being set at the start of the year, allied to a series of 
actions that Partners have already agreed can be used to mitigate in-year 
pressures, it is expected that the risk share agreement should only be 
activated as a last resort. 

Risk Sharing Options

The report considers risk share arrangements in existence at Tameside, 
Salford and Plymouth along with more mathematical / formulaic options. 

4.12    To help shape the Rochdale Risk Share Agreement, a review of existing risk 
share agreements has been undertaken in the context of the considerations 
noted above. 3 other mathematical / formulaic models have been reviewed. A 
synopsis of the 6 models, along with reasons why 5 of the models have been 
discounted can be found at Appendix 1, but a summary of these is given in 
the table below :-



Model Summary Appropriate to Rochdale
Salford Apportioned on opening 

contribition to the Pool
Yes

Tameside Dependent on funds 
maintaining their identity

No

Plymouth Dependent on funds 
maintaining their identity

No

Based on benefits identified in 
the GM TF bid

Results in unfair distribution 
of deficit / surplus

No

50/50 share as per current BCF Results in unfair distribution 
of deficit / surplus

No

Based on deficits forecast by 
Partner at GM TF submission

Results in unfair distribution 
of deficit / surplus

No

4.13    The option recommended for approval by ICB to the CCG Governing Body 
and the Council’s Cabinet is that the risk share be based on the Partner’s 
initial opening financial contribution. Appendix 2 confirms that this would be a 
71/29 split based on 17/18 indicative values, but this would be updated each 
year based on figures agreed as part of each Partner’s respective budget 
setting processes. 

4.14   System growth due to demographic pressures and an aging 
population, allied to continued LA funding reductions suggest that the 
Pooled Fund is unlikely to underspend. If this does happen, the 
underspend should be returned to both Partners in line with the initial 
contributions, or alternatively subject to approval by HMR CCG’s 
Governing Body and the Council’s Cabinet, be carried forward to the 
following year. 

Costs and Budget Summary

5.1      Paragraphs 4.3 & 4.4 refer to both partners forecasting financial pressures 
for 2018/19 and beyond, these are reflected in the table below



5.2      The implementation of the Transformation Fund Programme is subject to 
Partner negotiation, staff recruitment and behavioural changes of service 
users and workforce. For these reasons the £9.2m financial benefit that is 
expected in 2018/19 carries many significant risks.

5.3      The delivery of the Transformation Fund Programme leaves a c£6m deficit 
on the Pooled Fund in 2018/19. There are expectations that financial 
benefits should be accrued from Transformation Fund projects driven at a 
GM level, c£2.4m has been included for 2018/19, these also carry 
significant risks.

5.4      In addition each Partner is required to deliver 0.5% efficiencies which 
should deliver c£2.4m of further savings, although these too also carry a 
significant level of risk. This leaves a balance of c£1.2m that is still to be 
addressed.

Risk and Policy Implications

6.1

6.2

6.3

6.4

Section 75 of the NHS Act 2006 allows local authorities and NHS bodies to 
enter into partnership arrangements to provide a more streamlined service 
and to pool resources, if such arrangements are likely to lead to an 
improvement in the way their functions are exercised. The legal mechanisms 
allowing budgets to be pooled under the section 75 partnership agreement 
enable greater integration between health and social care and more locally 
designed services. Section 75 permits formation of a pooled budget 
comprised of contributions by both the Council and the CCG from which 
payments can be made towards expenditure incurred in the exercise of both 
prescribed functions of the NHS body and health-related functions of the 
council. The Act precludes CCGs from delegating any functions relating to 
family health services, the commissioning of surgery, radiotherapy and 
certain other invasive treatments and emergency ambulance services. For 
local authorities, the services that can be included within section 75 
arrangements are broad in scope and a detailed exclusions list is contained 
within Regulations of the NHS Bodies and Local Authorities Partnership 
Arrangements Regulations 2000. 

The Financial Framework Agreement which will be the subject of a future 
report will make provision for governance and accountability of the ICB, the 
authorities and responsibilities delegated from the partners, financial 
planning and management responsibilities, budgeting, including forecasting 
and identify the responsibilities of each partner organisation. 

The agreement will describe the detailed arrangements that will be covered 
by the individual projects and work streams, outline the financial commitment 
of both organisations and the governance structures and arrangements for 
the pooled fund. The governance arrangements will also ensure that there is 
sufficient authority to take appropriate decisions and scrutiny of those 
decisions.

Demand on services and the type of contracts that partners enter into with 
providers can all have an impact on the financial outturn of the Pooled 



Budget. The Integrated Commissioning Board needs to consider any new 
contractual arrangements and the potential impact on the Pooled Fund.

The financial outturn of the Pooled Budget is also heavily dependent upon 
the benefits identified in the Transformation Fund programme actually 
materialising. 

6.5

Consultation

7.1 Relevant officers from both organisations have been consulted on the 
content of this report with reference also being made to existing risk share 
agreements in other Localities already working within a Pooled budget 
arrangement.

Background Papers Place of Inspection

8.1 Examples of Risk Share 
Arrangements at Salford, 
Tameside and Plymouth.

Available by contacting Rob Kilvington, 
Integrated Services Finance Team, Floor 
2, No 1 Riverside.

For Further Information Contact: Rob Kilvington
rob.kilvington@rochdale.gov.uk
01706 925444


