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Item 5. LASAAC 12/06/14
To: 

LASAAC 
From:

LASAAC Working Group [Chair, Vice Chair, Secretary] 
Date:

12 June 2015
Subject: 
LASAAC Membership Review – Discussion Paper
Purpose of Paper
1. To provide a basis for discussion of future LASAAC operations, including the delivery of support services, prior to submission to and consultation with the funding bodies.
Structure of Paper
2. This paper is structured as follows:

· Background

· Review of LASAAC Objectives, Activities and Beneficiaries

· Future Representation on LASAAC

· Future Funding of LASAAC

· Enhancing the benefits for funding organisations
· Other Considerations
· Outcome Focus
· Stewardship and Best Value

· LASAAC Objectives

· Stakeholder Engagement

· Role of LASAAC Guidance

· Prioritisation of Resources

· LASAAC Resources

· Collaborative Working

· LASAAC Meetings

· Recommendations

Background

3. ACCA have withdrawn from LASAAC membership as from 1 April 2014. The decision appears to reflect an overall re-assessment of its member support across a number of ACCA Scotland networks. ACCA expressed regret at the necessity for the decision.

4. It is understood that ACCA consider that their policy development and work for the public sector in Scotland will be supported from internal ACCA corporate resources. 
5. The withdrawal of ACCA provides an opportunity to review the overall role and operations of LASAAC. In particular the existing LASAAC constitution will require amendment, following appropriate stakeholder consultation and approval, to reflect the withdrawal of ACCA.
Review of LASAAC Objectives, Activities and Beneficiaries
6. Following discussion at LASAAC on 12 March 2014 it was agreed that a working group [Chair, Vice Chair, Secretary] would:

· review the constitution
 and identify the beneficiaries of LASAAC’s work
· use this as a basis for identifying appropriate representation on LASAAC

· develop an appropriate funding agreement based on representation
7. Appendix A (see below) details the existing LASAAC objectives as stated in the constitution. For each objective, example activities from the last three years are indicated. These are accompanied by an indication of the perceived benefits achieved, along with identification of the relevant beneficiaries. A summary of the key perceptions is provided below.
8. Perceived Benefits include:

	
	Perceived Benefit

	a
	Emphasis on the importance of reliable financial information and professional finance skills



	b
	Identification of impact of accounting changes on Scottish local government financial management


	c
	Agreement of accounting treatment  



	d
	Agreement of UK local government financial reporting requirements (e.g. evaluation of suitability of IFRS based requirements)



	e
	Agreement of Scottish local government financial reporting requirements 

 

	f
	Influence in the development of standards, guidance, legislation and policy papers to reflect the financial reporting interests of Scottish local government



	g
	Promotion of, and guidance on, the use and content of audited financial statements 



	h
	Data collation of the impact of accounting changes on the financial position and management of Scottish local government bodies



	i
	Representation of financial reporting considerations in appropriate forums 



	j
	Maintenance of the role and importance of finance professional input and information to support informed decision making




9. Perceived Beneficiaries include:

	
	Currently Represented on LASAAC


	●
	Scottish local government 
· Section 95 officers (CIPFA, Co-opted)


	●
	Finance professional institutes (CIPFA, ICAS) and their members 



	●
	External Auditors

· Audit Scotland (Audit Services Group)
· Appointed auditors (professional firms /ICAS)



	●
	Audit Scotland 


	●
	Scottish Government



	
	

	
	Not Currently Represented on LASAAC


	●
	Financial statement users


	●
	Scottish local government 

· Finance practitioners (statement preparers)



	●
	External Auditors
· Appointed Auditors (professional firms/ non-ICAS)


	●
	Bodies and parties issuing consultation papers etc



	●
	HM Treasury / UK Government



Future Representation on LASAAC

10. The achievement of appropriate balance of involvement on LASAAC should be central to LASAAC operations and the achievement of LASAAC outcomes. Based on the above it is suggested that representation on LASAAC should, seek to include stakeholder representation from:

· Scottish local government

· Section 95 officers

· Finance practitioners

· Scottish Government

· Professional Institutes

· Audit Scotland

· Financial Statement Users

· External Auditors
· Audit Scotland (Audit Services Group)

· Appointed Auditors (professional firms)
· Finance practitioners in local government

11. Appropriate stakeholder involvement may require different participation routes to attract appropriate representation. In particular a distinction may initially be drawn between:

· Funding body representation: permanent voting representatives of relevant funding bodies, eligible for appointment to CIPFA-LASAAC
· Other stakeholder representation: Temporary and ad-hoc representatives (non-voting) of non-funding stakeholders, not eligible for appointment to CIPFA-LASAAC
12. A potential framework for future representation on LASAAC is provided as Appendix B.
Future Funding of LASAAC

13. LASAAC activity and funding are inter-related. As an interim measure the existing funding bodies have been requested to maintain their contributions at the existing level of £11,785 per funding body. On this basis from 1 April 2014 the secretarial support available to support LASAAC objectives will be restricted in line with the reduced funding available.  .

14. This results in an immediate reduction in resources available to support LASAAC activity. 
15. Beyond this proposed interim arrangement the primary options are considered to be as follows:
	Option A 
	Maintain Overall Funding Level

	Expected Consequences
	This would enable LASAAC operations to continue as at present, with the opportunity to modernise the delivery of the LASAAC service.




	Option B 
	Maintain Contribution per Funding Body at existing level


	Description
	The remaining funding bodies maintain their existing annual contribution of £11,785 per body resulting in a decrease in LASAAC resources of £11,785 (20%) to £47,140.



	Expected Consequences
	This would effectively continue the proposed interim arrangement. 

LASAAC activity and secretarial support would be reduced to a core service (opportunity to modernise delivery will also be taken)
Additional (e.g. project based) work will not be undertaken.




	Option C 
	Existing Funding Contributions Maintained with  Additional Diversification of Funding Sought

	Description
	Core funding bodies maintain individual annual contributions (£11,785) with the scope for wider representation on LASAAC to be used as a basis to widen and diversify the overall funding situation. For example External Audit firms and the Directors of Finance may be requested to contribute.



	Expected Consequences
	This could diversify LASAAC’s funding base and reduce reliance on a key core of funders.

Potentially however funding may not be evenly split between each funding body.




Enhancing the Benefits for Funding Organisations
16. In the current financial environment it is critical that LASAAC consistently seeks to provide and enhance its funders with recognisable benefits.

17. The delivery of agreed LASAAC outcome(s) should form the core of the benefits arising. One funder has requested that consideration should also be given to:

· The demonstration of value for money from the annual contribution, including the extent of revenue generation from the Code of Practice
· Transparency of CIPFA-LASAAC activities to LASAAC funding bodies e.g. minutes and papers made accessible online

· Raising visibility of the support of funding bodies e.g. through logo replication on the LASAAC website, publications etc

· Generation of wider interest in and awareness of LASAAC, and CIPFA-LASAAC, e.g. through articles in the CA magazine

· LASAAC governance arrangements, particularly a self-evaluation process on a periodic basis (e.g. every 2 or three years)

· A more detailed action plan for the simplification of local authority accounts
Other Considerations Regarding Future LASAAC Operation
Outcome Focus
18. The Scottish public sector is moving towards an outcome based framework for the management of public services. LASAAC could adopt this model as a means of focusing and prioritising its activities. 
19. Any outcome framework would require the approval and endorsement of all funding bodies. The stated outcome(s) would be supported by specific objectives considered to contribute to the outcome(s). An outcome(s) framework would support the determination and prioritisation of LASAAC objectives and activities.
20. Naturally any proposed outcome(s), and supporting objectives, would need to advance the interests of funding bodies.

21. A potential outcome, as a basis for discussion, could be:

“The appropriate determination and application of proper accounting practices in Scottish Local Government for the users of financial reporting statements.”

Stewardship and Best Value

22. Current LASAAC activity is strongly based on the traditional ‘stewardship’ model of financial reporting regarding the use of taxpayer funds. This core strength is vital. 

23. Increasingly however the public service environment, including the legislative and regulatory framework, emphasises performance and best value achievement reporting as equally important.

24. There is therefore scope to consider whether LASAAC objectives should more formally adopt a wider approach to ensure that financial reporting information supports performance and best value reporting. This would align with and support the legal and regulatory objectives of key stakeholders. 

LASAAC Objectives
25. LASAAC objectives should be revised to provide a clear focus and to support prioritisation of activity and resource usage. The LASAAC objectives should support the achievement of the agreed outcome(s).

26. A potential restatement of LASAAC objectives is provided below as a basis for discussion.

	Prioritisation
	Potential Objective

	Objective 1
	To develop and promote proper accounting practice for local government in Scotland in line with the legislative framework for Scottish local government, and to act as the interface between Scottish local government and the Scottish Government on local government accounting matters.



	Objective 2
	To contribute to the development of a United Kingdom IFRS based Code of Practice for Local Authorities (‘the Code’) and other accounting requirements by working with the CIPFA/LASAAC Local Authority Code Board (‘the Board’) and any associated working groups; to contribute to the formal approval process for the Code and other accounting requirements



	Objective 3
	To continuously strive to improve the quality and relevance

of local government financial statements as a source of

valuable information to all local authority stakeholders.



	Objective 4
	Where appropriate to develop responses to exposure

drafts, discussion papers and consultation documents; and to participate in working groups established by other bodies

where LASAAC has a locus




Stakeholder Engagement
27. Assessment of whether LASAAC can strengthen stakeholder engagement is appropriate, particularly given concerns from both users and preparers regarding the complexity of accounts. 

28. This implies that a clear focus for LASAAC is on ensuring that IFRS standards are appropriately adapted and implemented for the public sector. Consideration of other standards and initiatives (e.g. Integrated Reporting) may also be allowed for.

Role of LASAAC Guidance
29. LASAAC guidance helps support consistency of approach and treatment of financial issues across Scottish local government. LASAAC guidance relies on the Local Government in Scotland Act 2003 (section 12 ‘proper accounting practices’) and a reference in Finance Circular 5/1985.

30. Consideration may be given to increasing flexibility and diversity in the routes by which agreed accounting treatment can be communicated. In particular it may be advantageous to consider whether formal guidance is always the most appropriate means of communication. The form of communication may depend on the significance and importance of consistency for the matter concerned.    
Prioritisation of Resources 

31. LASAAC activities will need to be provided within the resource limitations that exist. This means that from 1 April 2014 the secretarial support available to support LASAAC objectives will be more restricted.

32. This implies that a clear prioritisation of objectives should exist. In particular it may be appropriate to consider:
· The primary focus for stakeholder engagement (e.g. should engagement be primarily focused towards the readers & users of the statements)

· The potential for adopting a more strategic role, with less development of detailed guidance and advice.

LASAAC Resources
33. LASAAC activity and resources are inter-related. An annual funding request can be submitted for core LASAAC activities, excluding specific projects and guidance development.
34. Such Core activity should support agreed LASAAC outcomes, reflecting the prioritisation of objectives. Core activity would be considered to include:

· Arrangement of and support for LASAAC meetings

· Support for Code of Practice development

Collaborative Working 
35. The public sector is moving towards increasing collaborative working with more stakeholder engagement (e.g. client engagement, multi-disciplinary teams, flexible working relationships) to achieve agreed outcomes for service recipients.
36. The existing LASAAC approach adopts a consensus approach. The opportunity exists to increase the collaboration aspect of LASAAC activities through various means, including 

· More flexible representation options on the committee (e.g. allowed substitutes, enhanced limited term co-option abilities, increased finance practitioner involvement and engagement, use of area specific expertise)
· Specific mechanisms for engagement with financial reporting users (e.g. user representation on committee for example from the Scottish Finance Advisory Network, specific permanent working group for user engagement, more mobile and open LASAAC meetings or public engagements, liaison with practitioner groups such as the Scottish Finance Advisory Network) 
· Appropriate balance of representation and discussion

· Agreement on the expected outcome for each activity.
LASAAC Meetings
37. Presently LASAAC meets physically four times a year. This arrangement has been maintained since the inception of LASAAC.  The time commitment required by members to attend meetings including the time requirement to read and assess the volume of papers is significant.
38. A more efficient model is proposed which would result in fewer meetings with a significantly reduced volume of papers.  In doing so the work of the Committee would be more focused requiring less time applied to basic administration
39. Irrespective of funding developments, this more flexible operating format and approach to the maintenance of LASAAC will enable continuation of the work of the Committee while modernising the overall approach.
Committee Action

40. The Committee is requested to:

· Discuss and approve the proposals for LASAAC operations to be submitted to the funding bodies 
Appendix A

LASAAC Objectives, Example Activities, perceived Benefits and Perceived Beneficiaries  
	
	LASAAC Objective 
(Constitution Section 3)

[Bold emphasis added]
	Example Activity

[2011/12 to 2013/14]
	Perceived Benefits


	Perceived
Beneficiaries

	1
	“To develop and promote proper accounting practice for local government in Scotland in line with the legislative framework for Scottish local government. In this document Scottish local government refers to Scottish bodies required to prepare financial statements complying with the Local Authority Code of Practice. This includes local authorities, joint boards, regional transport partnerships and other bodies as specified by relevant legislation.”


	· Development of LASAAC Guidance (e.g. Heritage Assets, Non-Domestic Rates treatment)
· Council Dwelling Valuation guidance to support consistency (2011)

· Liaison with SCOTS regarding current values for transport infrastructure

· Reports to, and liaison with, the Directors of Finance Section

· Confirmation or clarification of  accounting treatment regarding:

· Lease exit payments

· Embedded financial guarantees

· Common Good deprecation


	Emphasises the importance of relevant and reliable financial information for public accountability, the stewardship of taxpayer funds, organisational governance and other stakeholder interests. 

Agreement of accounting treatment between all parties supporting

· Consistency across, and comparability between, Scottish local authorities

· Consistency of audit expectations

· More efficient application of resources (staff time) e.g. staff time directed to critical areas; avoidance of over investment of staff time in non-critical areas

Supports identification of impact on local government financial management


	Finance professional institutes (e.g. CIPFA, ICAS) and their members.
Scottish local government:

· S95 Officers in the discharge of their responsibilities
· Finance staff (practitioners) in planning for and applying accounting requirements

· More efficient application of staff time

Scottish Government:

· Supporting compliance with legislation in line with Scottish Government policy objectives and expectations
· Supports consistency of local government data returns
Auditors / Audit Scotland
· establishes common expectations
· assists audit planning and risk assessment

· supports efficient, targeted application of audit staff attention



	2
	“To contribute to the development of a United Kingdom IFRS  based Code of Practice for Local Authorities (‘the Code’) and  other accounting requirements by working with the  CIPFA/LASAAC Local Authority Code Board (‘the Board’) and  any associated working groups; to contribute to the formal  approval process for the Code and other accounting  requirements”


	Representation on & participation at CIPFA-LASAAC, and relevant working groups
Adaptation of accounting standards for Scottish local government

Representation, through CIPFA-LASAAC, in the FRAB oversight framework
Early discussion of the implications of new or amended accounting standards

Example accounting standards implemented:

· Heritage Assets (FRS 30)

· Employee Benefits (IAS 19) amendments

· Service Concession Arrangements (IPSAS 32)

	Discussion between a wide variety of finance professionals (differing objectives, backgrounds and professional institutes) to arrive at an agreed view of the financial information that should be reported for local government financial statements.

Scottish local government considerations represented within the wider UK public sector accounting framework

Evaluation of the suitability of accounting standards for local government, at both a UK and Scotland level.

Forum for UK local authorities, finance practitioners, auditors, national audit bodies and government observers to discuss and agree financial reporting strategy and application for UK local government.


	Finance professional institutes (e.g. CIPFA, ICAS) and their members.

All members & bodies:

· early notification of forthcoming issues (e.g. standards)
· awareness of practices and expectations in other bodies / areas

HM Treasury / UK Government

· consistency assists with Whole of Government Accounts

· FRAB oversight of local government accounting practices


	3
	“To develop responses, where appropriate, to exposure  drafts, discussion papers and consultation documents issued  by the Scottish Parliament, the Scottish Government, other  professional bodies and other bodies concerned with issues  affecting local government accounting”


	Accounting standard exposure drafts and proposals (eg IPSASB conceptual framework and presentation proposals for general purpose financial reports),

Discussion paper responses (eg ICAS paper on multi-employer pension schemes, CCAB / IIRC Integrated Reporting)

Finance profession initiative comments (e.g. CIPFA pensions skills framework)

Response to legislative proposals (eg Community Empowerment & Renewal; replacement of 1985 ‘accounts’ regulations)

	Influence in the development of standards, guidance, legislation and policy papers to reflect the financial reporting interests of Scottish local government.

Ensuring that Scottish local government financial reporting is considered in the development of financial and accounting initiatives.


	All bodies participating in LASAAC gain  

The bodies requesting responses and comments.



	4
	“To continuously strive to improve the quality and relevance  of local government financial statements as a source of  valuable information to all local authority stakeholders”


	Guidance on the use of IFRS based financial statements (“Holding To Account”, and “Scottish LGPS – Using the Financial Statements”)

Guidance on the use of LGPS financial statements

Review of Scottish local authority IFRS statements 2010/11

Consultations and research into the needs and preferences of users of the financial statements (e.g. to support simplification of the accounts, reduction in clutter)


	Emphasises and supports the use of audited financial information.

Promotes the importance and role of finance professionals, section 95 officers, auditors and audit regulators.

Supports the efficient use of resources (eg staff time) by identifying and targeting user needs.

Provides a stewardship and accountability focus to the financial management of public (taxpayer) monies.

Emphasises the importance  of finance professional judgement  (e.g. section 95 officer and external audit) in the governance and accountability arrangements of public sector bodies (e.g. CFO on corporate management team; external audit commentary using the audited financial statements)


	Users of local authority financial statements, e.g.

· Councillors

· Public

· Scottish Government

· Academics / Researchers

S95 officers, auditors, audit regulators, finance professionals:

· Targeted use of time

· Support for role in public financial management

Scottish Government:

· As a key user of the financial statements

· In supporting a consistent policy regarding accountability and transparency 

Finance professional institutes (e.g. CIPFA, ICAS) and their members.



	5
	“To act as the interface between Scottish local government  and the Scottish Government on local government  accounting matters”


	· Assessment of impact of new accounting requirements on local government financial management
· Co-ordination and collation of quantification of the financial impact of changes to accounting requirements on local authorities

· Development of illustrative examples (e.g. re NDR treatment) in conjunction with Scottish Government

· Example spreadsheet re Tax Incremental Financing schemes (2011) as an early indication of the financial management

· Implementation of current valuation for roads / transport infrastructure

· Alignment of the Scottish Service Expenditure Analysis (SEA) with Scottish Government reporting requirements (LFRs)

· Development of guidance on STOs (e.g. impact of IFRS on the statutory target; guidance incorporating STO review group conclusion)

· Forum for requesting changes to legislation (eg 1985 regulations)
· Discussion forum regarding Scottish Government proposals (eg replacement of 1985 regulations)


	Discussion of the financial impact of changes.

Templates and illustrations to promote consistency and comparability.

Data collation to quantify impact on financial management.

Time savings for practitioners and auditors in being able to refer to expected treatment / presentations.

Agreement on practical proposals to support successful and proportionate implementation of accounting and legislative requirements.


	Scottish Government:

· Supporting compliance with legislation in line with Scottish Government policy objectives and expectations
Scottish local government:

· Early indication and assistance in assessing impact of accounting and legal requirements on financial management & planning
Audit Scotland:
· representation of the ‘public interest’ when considering the potential implications and impact of accounting requirements & legislation  
Auditors:
· early identification of impact of changes supporting advanced resource planning and risk prioritisation

	6
	“To participate in working groups established by other bodies  where LASAAC has a locus”


	· (Previously) participation in the Capital Finance Working Group e.g.

· Treatment of insurance receipts

· Investment properties


	Representation of financial reporting considerations in appropriate forums

Maintenance of the role and importance of finance professional input and information to support informed decision making.


	Scottish local government/ s95 officers:
· ability to influence and be involved in developments affecting local financial management
Audit Scotland 
· influence and early consideration of the public interest implications of developments
Scottish Government:
· ability to influence the achievement of Scottish Government policy objectives / interests
Finance professional institutes (e.g. CIPFA, ICAS) and their members.




Appendix B
Potential Model For Stakeholder Representation On LASAAC
	Funding Body Representation

	Representation from
	No.
	Representation Role
	Membership Class

	Audit Scotland

[Funding]
	3
	anticipated to reflect both an audit oversight perspective and an appointed auditor perspective 


	Voting member(s);
Eligible for CIPFA/LASAAC membership

	CIPFA

[Funding]
	3
	anticipated to reflect a professional institute perspective, probably based on an active financial management role in Scottish local government


	Voting member(s); 

Eligible for CIPFA/LASAAC membership

	ICAS

[Funding]
	3
	Anticipated to reflect a professional institute perspective, probably based on audit experience in Scottish local government


	Voting member(s);

Eligible for CIPFA/LASAAC membership

	Scottish Government

[Funding]
	3
	anticipated to reflect both a  Scottish Government policy perspective and a financial statements user perspective
	Voting member(s); 

Eligible for CIPFA/LASAAC membership 
(excluding the Scottish Government observer on CIPFA-LASAAC)



	Other Stakeholder Representation

	Representation from
	No.
	Representation Role
	Membership Class

	Practitioner & Auditor Group
[Non-Funding]
	3
	Advisory regarding practical implementation of accounting requirements e.g. a representative from a finance practitioner group
	Non-voting

Not eligible for CIPFA-LASAAC membership

By invitation. Limited duration (eg 1 year appointment) subject to renewal.



	Statement Users

[Non-Funding]

	N/A
	Consultative providing user feedback on financial reporting


	Non-voting

Not eligible for CIPFA-LASAAC membership

By specific invitation (occasional use anticipated)


	Subject experts

[Non-Funding]
	N/A
	Advisory regarding implementation of specific requirements

 
	Non-voting

Not eligible for CIPFA-LASAAC membership

By specific invitation (occasional use anticipated)



� Available at: � HYPERLINK "http://www.cipfa.org/regions/scotland/policy-and-technical/local-authority-scotland-accounts-advisory-committee" �http://www.cipfa.org/regions/scotland/policy-and-technical/local-authority-scotland-accounts-advisory-committee� (about half way down the page)
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