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Item 9. LASAAC 25/05/16
To: 

LASAAC     
From:

Gareth Davies
Date:

25 May 2016
Subject: 
Statutory Adjustments Review 

Purpose of Paper
1. This paper outlines proposals for proceeding with the review of statutory adjustments previously agreed by LASAAC.
Background for the Review
2. There are a number of different aspects which provide the background and rationale for this review. These include:

A.  Simplification of the accounts as part of the CIPFA-LASAAC workplan. CIPFA-LASAAC is considering further progress to simplify the annual accounts. Following discussion of this at CIPFA-LASAAC, the members of LASAAC agreed that a review of the statutory adjustment arrangements in Scotland should inform the direction of simplification.
B. The Scottish Government have indicated that some consolidation and simplification of the legislation supporting statutory adjustments would be desirable.

C. The Scottish Government is considering the development of Whole of Scottish Government Accounts. A review of local government statutory adjustments and presentation practices may assist in the development of these accounts.
D. LASAAC has proposed a review of Management Commentary practices to identify good practice. Examination of the nature and potential presentation of statutory adjustments would assist in this respect.
Project Work Strands
3. An outline project plan for discussion and amendment is proposed below.
4. It is suggested that the overall project can be split into three core work strands as follows:
	A
	Illustration of Statutory Adjustment Removal

	To quantify the impact of statutory adjustments the development of a set of IFRS-based compliant accounts, with no statutory adjustments applied, has been proposed.

The accounts are expected to be based on a changeover as at the date of implementation of IFRS accounts. This is expected to illustrate the impact that statutory adjustments have on the financial management and position of the authority.

 


	B
	Review of Statutory Adjustments

	To provide a basis for possible consolidation and streamlining of the statutory adjustment framework a review of each statutory adjustment is suggested.

The review may helpfully provide information on:
· The rationale or purpose of each statutory adjustment

· The legislative source (eg primary or secondary regulations) and scope for amendment

· The frequency of use and value of each statutory adjustment (potentially on a ‘sample’ basis)




	C
	Identification of Key Information Elements for Readers

	To assist in the determination of appropriate presentation the identification of the key information elements that readers of the accounts are considered to focus upon is suggested.

This may involve:

· Establishing the key principle or objective to be followed and the aspect of local government finance that readers would wish to be informed of e.g. a clear explanation of the finances of local government finances. 

· Key areas to consider when establishing reader interests may include the sources and application of taxpayer funds; liabilities incurred and assets held that will affect future taxpayers; and how existing liabilities will be settled in future.

· Specification of the key items of information that are required to explain and illustrate the finances of an authority, and which should therefore be prominent in the accounts.

· This is likely to require both IFRS-based accounting information as specified by the Code, and information relating to taxpayer resources

 


Outline Project Work Strands
5. Based on the three strands suggested above an outline project plan for discussion and amendment is proposed below.

	
	Task
	Target Date for Completion

	A.
	Illustration of Statutory Adjustment Removal
	29 July

	B.
	Review of Statutory Adjustments
	29 July

	C.
	Identification of Key Information Elements for Readers
	4 August

	D.
	Report submitted to LASAAC 
	18 August


Working Groups
6. It is proposed that working groups be established for each task as follows:

A. Practitioner led group to re-model an authority’s accounts, with support from the secretary and other LASAAC members

B. Scottish Government led group with support from the secretary other LASAAC members

C. Chair or Vice Chair led group with the leads from groups A & B and other volunteers

D. Report to be drafted based on the conclusions of the working groups, for discussion by all members at the LASAAC meeting.

Recommendation 
7. It is recommended that LASAAC progress with this project as proposed above, and seek volunteers for each group. 
Committee Action 
a. The Committee is requested to 

· Approve or amend the recommendation above
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