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	Helen Kenyon & Cathy Kennedy
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	Subject:


	Collaborative Commissioning & External Financial Risk sharing policy
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	 FORMCHECKBOX 
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            FORMCHECKBOX 
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	Agenda Section:
	 FORMCHECKBOX 
 STRATEGY
 FORMCHECKBOX 
 COMMISSIONING     FORMCHECKBOX 
OPERATIONAL ISSUES


	OBJECT OF REPORT
	

	The objective of this report is to provide the Partnership Board with a progress update in relation to the work being undertaken with other CCGs in relation to the establishment of collaborative commissioning arrangements with other CCGs, which will in turn enable us to turn one of our conditions for authorisation to green

As part of establishing formal collaborative commissioning arrangements the CCG may also wish to enter into formal financial risk management arrangements with other CCGs and the Partnership Board is therefore asked to approve the External Financial Risk Sharing Policy attached. 



	STRATEGY
	

	Having appropriate collaborative commissioning arrangements in place will not only enable the CCG to get one of its conditions for authorisation turned to green, but it will also ensure that the CCG has a greater potential to achieve its strategic objectives, through building shared objectives with other CCGs in relation to requirements for providers etc.
Collaborative arrangements with other CCGs will be particularly important in relation to achieving the CCGs goal around “Delivering Sustainable Services”.

Through the establishment of formal financial risk sharing arrangements with other CCGs, the CCG will be better able to mitigate itself against the risks associated with high cost low volume episodes of care and therefore will be better able to meet its financial duty to break even.




	IMPLICATIONS
	

	Without collaboration between CCGs where appropriate there is a risk that each CCG will go off in a different direction and therefore increase the potential for conflict between each other and with providers who could play commissioners off against one another and stall service changes that they do not see as in their interest.  




	RECOMMENDATIONS (R) AND ACTIONS (A) FOR AGREEMENT 

	
	The Partnership Board are asked to:

· Note the work taking place around the establishment of collaborative commissioning arrangements with other CCG’s

· Approve the criteria detailed upon which decisions to enter into collaborative arrangements are made 

· Delegate authority to formally enter into collaborative arrangements with other CCGs to the Deputy Chief Executive (Helen Kenyon), as outlined in the attached paper
· To formally approve the External Financial Risk Sharing Policy
	Agreed?

	
	
	


	
	
	Yes/No

	Comments

	
	Does the document take account of and meet the requirements of the following:
	
	

	i)
	Mental Capacity Act
	No
	

	ii)
	CCG  Equality Impact Assessment
	No
	

	iii)
	Human Rights Act 1998
	No
	

	iv)
	Health and Safety at Work Act 1974
	No

	

	v)
	Freedom of Information Act 2000 / Data Protection Act 1998
	no
	

	iv)
	Does the report have regard of the principles and values of the NHS Constitution?
www.dh.gov.uk/en/Publicationsandstatistics/Publications/PublicationsPolicyAndGuidance/DH_113613
	no
	


Collaborative Commissioning

Collaborative arrangements 

Collaborative arrangements are not suitable for every area of the CCGs commissioning activities; however there are a number of areas where working with other CCGs will not only be desirable, but essential if it is to deliver against some of its objectives, in particular delivering sustainable services.
Particular areas where collaboration (Collaborative Commissioning Criteria) has been identified as being advantageous are:

· Where the CCG commissions from providers who have multiple CCG customers,

 for example Hull and East Yorkshire Hospitals NHS Trust;

· Where a service / pathway is accessed by more than 1 CCGs population & therefore any changes to it would potentially affect other areas of care; for example Northern Lincolnshire and Goole Hospitals NHS Trust; and the Diana Princess of Wales site, in relation to East Lincolnshire CCG.

· Where there is a risk to financial balance resulting from low volume high cost activity, where it might be that there are only one or two individuals with the condition.
As part of the establishment of any collaborative arrangements the CCG will need to ensure that:
· There continues to be a clear line of accountability between the CCG and the provider(s)

· The strengths of current  lead and associate contracting arrangements are maintained whilst weaknesses are addressed

· The arrangement supports stronger relationships between Commissioners and Provider - allowing potential for greater delivery of commissioning intentions

· The arrangement maximises commissioner capacity things are done only once 

· The arrangement allows for a consistent approach to be taken across all commissioners whilst allowing for variation to meet individual CCG requirements
· financial risks are mitigated where appropriate.
Authorisation Condition

The CCG as part of the authorisation process the following condition has been placed on the CCG.

5.1 A. Collaborative arrangements in place with other CCGs, with clear lines of accountability.  Collaborative arrangements to ensure effective and efficient use of resources / running cost allowance.
CCG has written agreements in place detailing the scope of the collaboration with other CCGs, with clear lines of accountability and decision making processes.

The CCG therefore needs to ensure that prior to the 31st March sufficient work has been undertaken to remove this condition.

Progress to Date 
To date the CCG has :
· become a member of the Humber and North Yorkshire Commissioning Collaborative.  (Terms of Reference attached for information at appendix 1).  

· Is in the process of agreeing the collaborative arrangements and leads for each of the providers where multiple CCGs within the Collaborative are commissioning from them (Detailed at Appendix 2)
· Agreed with East Lincolnshire CCG  that we will continue with the collaborative arrangement entered into by the CTP and Lincolnshire PCT, and therefore  reflect the patient flows into Grimsby & in particular the Diana princess of Wales hospital site, but discussions continue in relation a similar arrangement for Care Plus.

· Entered into an agreement with North Lincolnshire CCG around the work associated with Sustainable services across Northern Lincolnshire

· continued to work within the collaborative arrangements put in place to commission services from East Midlands Ambulance Service.

· Produced an External Financial Risk Sharing Policy for use where appropriate between CCGs to help manage the risks associated with low volume high cost treatments for individuals  This is detailed at Appendix 3

Next Steps 
As part of the 2013/14 contracting round the CCG will ensure that where a provider is commissioned under a collaborative arrangement that formal documentation is produced.

That where appropriate financial risk sharing arrangements  will be entered into between the CCG and others to help manage the exposure to overspends in relation to high cost low volume activity.
Recommendations
That the criteria detailed in the report be agreed as the basis under which decisions on entering a collaborative arrangement or not are made. 
That the Partnership Board delegate authority to enter into collaborative arrangements to the Deputy Chief Executive where the agreed criteria are met.

Appendix 1

HUMBER AND NORTH YORKSHIRE CCG COLLABORATIVE

 (HNY CCG)

TERMS OF REFERENCE

1.  CONSTITUTION
· The CCG Collaborative is directly accountable to the individual CCG Governing Bodies for the planning, commissioning and procurement of commissioning related business across organisational boundaries and on larger footprints than single CCGs where:

· Where there is a benefit to collaborating on Commissioning 2 or more CCGs commission a single service 

· A large number of CCGs commission a single service that is organised across a large geographical area

· Work together with a single provider

· The group essentially is a working group meeting to:-

· enable multiple CCG commissioning where this is deemed by member CCGs to be the most efficient and effective method to commission services and 

· enable CCGs to work in the most efficient way in terms of capacity and share staff resources. 

· The group will adhere to FOI regulations and consider FOI requests as received. 

2. MEMBERSHIP

Hull CCG

East Riding of Yorkshire CCG

North Lincolnshire CCG

North East Lincolnshire CTP/CCG

Vale of York CCG

Scarborough CCG

Craven & Harrogate CCG

Hambleton & Richmondshire CCG

Clinical Alliance (In Attendance)

CSU Representative (as appropriate)

Each CCG will nominate a Senior CCG Officer to be a member of the collaborative.  Members can delegate named deputies.  The Chair and Deputy arrangements of the Collaborative will be determined by the collective membership and will rotate on an annual basis.  The Chairs organisation will provide administrative support for the period of tenure.  The Personal Assistant will be responsible fro ensuring records are stored appropriately.  Other organisations representatives may be asked to attend for specific issues.

3. 
ATTENDANCE 
Quoracy will be 4 out of the 8 member CCGs represented (as per named delegation);

It is not anticipated that HNY CC will need a voting mechanism as the focus is on collaboration. 

If a quorum has not been reached, then the meeting may proceed if those attending agree but any record of the meeting should be clearly indicated as notes rather than formal minutes, and no decisions may be taken by the non-quorate meeting of the Group.

4. 
FREQUENCY

 Bi monthly
5.
 POWERS AND AUTHORITY
· Each individual CCG remains accountable and responsible for decisions and actions.  The Group will operate within the Scheme of Delegation, Standing Orders and Standing Financial Instructions of each individual CCG member.   Each nominated officer will act within the delegated limits of their own CCGs Standing Financial Instructions (SFIs) when committing resources and/or making commissioning decisions.

· The Group has the ability to develop sub groups as appropriate to support the conducted at these meetings and the decisions made by it.

· It is not anticipated that HNY CC will need a voting mechanism as the focus is on collaboration, the emphasis will be on consensus and collaboration rather than through voting.  The group will make recommendations through its governance mechanisms recognising the sovereign rights of CCG members and the implications of individual decisions on collaborative members.

7. 
MANAGEMENT AND REPORTING
· The Group will provide minutes and decision making summaries and copies of the annula work plan to the CCG member representatives to make available within their individual CCGs in accordance to their Scheme of Delegation.

· The Group will receive the minutes or reports of the:

· Yorkshire & Humber Specialist Commissioning Group (SCG

· Clinical Senates

· Local Alliance (Cancer, CritCare, Renal, Cardiac)

· Other local collaborative forums on a larger footprint as from time to time will be determined e.g. NHS 111 local implementation Boards

· Childrens Surgical Network

· Other Networks as they emerge

8. 
REVIEW DATE

Terms of Reference are reviewed annually as part of the general view of the CCG sub-groups with any amendments approved by the CCG Committee (April 2013).

9. 
DUTIES

To identify areas of commissioning where collaboration will be beneficial through:

· Providing a co-ordinated voice in commissioning

· Commissioning/Reviewing a single service across a number of CCGs

· Collaborative commissioning where service is provided on behalf of a number of CCGs

· Sharing capacity and expertise across more than one CCG

· Once identified to agree and set up collaborative arrangements with clear lines of accountability and decision making processes using any best practice guidance pertaining to Collaborative arrangements

· To enable commissioners to develop a strategic view and response to key relevant issues impacting across the Cluster/NHS Commissioning Boards(NHS CB) Local Area Team

· In terms of Clinical Alliance, Clinical Networks, Specialised Services Commissioners and Senates:

· To ensure that the cumulative impacts of service reviews/development are identified and managed

· To co-ordinate local strategic commissioning intentions to common providers of specialist services (not included in the specialised commissioners bundle)

· To ensure that decisions made at clinical network, senate, NHSCB and Specialist Commissioner level are understood, implication identified, feedback given and implementation issues recognised and communicated effectively with Providers and individual CCGs

· To act as a forum to share learning and insughts in commissioned services, QIPP opportunities, transformational programmes working towards sustainability

· To undertake such Collaborative work which may be requested by CCG Governing Bodies from time to time, in line with Terms of Reference.

· To promote collaborative representation to minimise duplication.

10.   
DISOLUTION OF CCG COLLABORATIVE ARRANGEMENTS

1. Members leaving the collaborative are simply asked to provide a minute from their CCG.

Date of Development – 6 August 2012  
Appendix 3

External Financial risk share policy 

Background 
The risk to an individual Clinical Commissioning Group of having to fund services that are high cost and low volume with unpredictable levels of activity, can be reduced by CCGs collectively commissioning these services and sharing the financial risk 

Collaboration Principles 

· Each CCG is a statutory body and responsible for its own commissioning strategy and budget, based on the needs of the local population. 

· Each CCG will actively participate in a number of collaborative commissioning arrangements, being active both in their attendance and engagement in discussions/decisions and in following through agreed action and changes within their individual CCG. 

· The collaborative arrangements may include risk share through ‘pooling’ of resources relating to an agreed range of services within the overall contract. A named CCG will lead the management of each financial risk share and monitor the “pool” of resources relating to that specific provider contract

· The operation of the pool during the year may be

· ‘actual’ e.g. a pool created at the start of the year through cash backed contributions via IATs, with monthly recharging of actual costs by risk share members

or 

· ‘virtual’ e.g. each CCG incurs its own costs in year, with the risk share being actioned through an annual (year-end) reconciliation and fund transfer

· If a lead CCG requires routine CSU support to fulfil this role it shall be funded from within their own contract with the CSU unless specifically agreed otherwise. However, all parties will work to ensure that no individual CCG will be financially disadvantaged by their lead responsibility although this may be achieved through non-financial mechanisms e.g. ‘knock for knock’ agreements

· Each CCG will provide assurance to the other CCGs and associates for the financial risk management or ‘pool’ that it leads on, through monthly reporting of actual costs against the ‘pool’. 

· At the time of entering into a risk share agreement it is essential that appropriate governance arrangements are in place to ensure the auditable quality of risk share.data/apportionment and that good commissioning practice is followed. 

Financial risk share principles

The overarching financial principles that will apply are: 

• Each CCG shall commit to contribute to an annual sum prior to the start of the financial year (their ‘risk share contribution’) which shall not be varied in year to reflect an individual commissioner’s actual activity

• CCGs are not permitted to with draw from the risk share agreements in year. Risk share agreements are intended to reflect longer term strategy for managing service and financial risk.
• Any CCG entering a risk share agreement must remain in the agreement for at least one year. There will be a 12 month notice period for withdrawal from a risk share agreement. 

• In exceptional circumstances a shorter notice period of not less than 6 months can be agreed where there is no detrimental effect on the other CCGs and this is agreed by the other CCGs.

• If one or more CCGs decide to with draw from a risk share scheme a review of the impact on the remaining members must be undertaken.  If withdrawal takes place part way through a year the risk sharing arrangement will be applied proportionately using the agreed contribution profile (default of 1/12ths for each month elapsed). 

• A CCG will have the right to request a review of any risk share – For instance where there is a change of pathway that impacts on the original risk share calculations. 

• Costs chargeable to the risk share must be real (cash backed) costs incurred by the CCG.  Any contractual actions with providers or risk sharing arrangements that mitigate costs needs to be taken into account.

Financial Risk Share Criteria 
In determining which services it is appropriate to risk share, one or more of the following criteria should be met. 

· Where the service has low incidence and/or high cost per patient and there is likely to be a random variation in patient numbers per CCG

· There is ‘new’ service for which initial activity levels are difficult to predict 

· A critical mass of service infrastructure is required to meet National Standards/Local needs 

· Where the commissioner is not able to influence the care pathway or local activity levels through service development or demand management. 

Examples will be specific to the provider in question but could include

· Critical Care 

· High cost drugs and devices

· individual patient episodes costing over £x

Methodology Adopted 

The formula used to calculate risk share contributions include the following: 

- historic funding 

- weighted capitation 

- historic usage: preferably using  3 or 5 year rolling averages

- catchment population shares 

- overall value of contract/service 

When a service is risk shared for the first time or a risk share methodology is reviewed and changed it will be necessary to model the impact. Normally this will be done by comparing the shares based on weighted population or other population criteria and by historic use. An agreement will be reached by all CCGs as to the most appropriate calculation. This comparative information will highlight where there are significant inequalities 

Responsibilities of All Parties 
Responsibilities of the CCGs are to: 

• Work within the principles identified within this financial risk share agreement 

• Discharge their responsibilities as lead and associate commissioners 

· Ensure that agreed actions to reduce costs or manage risks within the shared arrangements are fully delivered by their respective CCG 

Dispute resolution 
It is the responsibility of each CCG to work within the principles and arrangements outlined within the agreement. Where it is perceived that a CCG is not acting within the spirit or requirements of the agreement this issue will be discussed openly within the context of the collaborative commissioning arrangements

Where and if necessary, the parties to the agreement will seek neutral arbitration support to facilitate resolution of areas of dispute e,g, from the National Commissioning Board. 
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