





Item 8. LASAAC 23/05/17

To: 		LASAAC     

From:		Hazel Black, Joe McLachlan 

Date:		23 May 2017

Subject: 	Statutory Adjustments Review – Presentation Proposals 


Purpose of Paper

1. This paper provides an update on the proposals regarding financial statement presentation changes relating to statutory adjustments. 

Meeting of 26 April

2. It was previously agreed that a meeting would be held to discuss proposals from LASAAC for changes. An initial meeting was held on 26 April constituting:
a. Alison Scott (CIPFA-LASAAC secretariat)
b. Hazel Black (LASAAC)
c. Joe McLachlan (LASAAC – by telephone)
d. Gareth Davies (LASAAC secretary)
 	
3. Key points arising from the meeting were:

· Establishing and understanding LASAAC’s objectives in making the proposals. These include:
· Providing clarity on the impact of statutory adjustments
· Supporting Code compliance
· Assisting with Local Financial R completion and reconciliation 
· Providing more detail of statutory adjustments

· The role of the new Expenditure and Funding Analysis (EFA) in the above was discussed:
· The extent to which the EFA will assist with these in practice is not yet clear.
· It is expected to assist in explaining statutory adjustments to members
· The EFA could remain in place as a clear overview of the impact of statutory adjustments, but the required supporting analysis of statutory adjustments could be amended. It could be varied specifically for Scotland without affecting the rest of the UK.
· The statutory framework (i.e. adjustments required) could be made more explicit in Scotland if this was of assistance.
· The treatment of statutory adjustments that are included in central support charges or re-allocated through other mechanisms can be a challenge.
· LASAAC representatives indicated that options that provided a re-modelled analysis note, to provide details of the statutory adjustments, could be developed for consideration

· Identifying statutory adjustments was discussed, specifically:
· The re-measurement of the pensions liability. Without any statutory intervention the General Fund may fall to be charged / credited with this. The adjustment may therefore be identified as a statutory adjustment.
· The revaluation element of depreciation charges. Under IFRS undertaking a transfer between the General Fund and the Revaluation Reserve is a voluntary accounting entry which reduces the charge against the General Fund. Arguably this entry should be separately identified and not regarded as a statutory adjustment.
· With respect to these two aspects, Alison Scott is to investigate and develop accounting entry models to reflect the logic and basis of the current treatment in the Code of Practice.
· For the benefit of LASAAC members an illustration of the current presentation of the items above is planned for distribution.

· Presentation of reserves on the balance sheet (and in the MiRS) was discussed:
· The challenges in implementing and adequately naming a sub-total for usable reserves and statutory accounts was noted
· It was proposed that the balance sheet could show:
· Usable Reserves
· Unusable Statutory Adjustment Accounts
· Unusable Reserves (Unrealised gains / losses)

· It was agreed that it would be desirable to reflect a model of LASAAC proposals for a Scottish specific EFA disclosure note (i.e. analysis of column 2 – adjustments) using real data from a set of 2016/17 accounts.
· East Ayrshire Council undertook to provide unaudited 2016/17 data as soon as it was available, expected in mid-May

4. CIPFA-LASAAC meets on 6 June to consider the draft Invitation To Comment. The papers are expected to be issued a week prior to this on 30 May.
· Draft proposals will therefore need to be developed and agreed by LASAAC imminently
· In the event that proposals are not available for discussion on 23 May, agreement of the proposals by LASAAC is expected to be undertaken by e-mail

Principles of Presentation: Recommendations

5. It is anticipated that proposals to amend the presentation requirements of the Code of practice for 2018/19 will be discussed at CIPFA-LASAAC, when considering the content of the Invitation To Comment.

6. It is recommended that LASAAC discusses, and agrees on or amends, the following aspects of principle in respect of presentation changes for Scottish local government:

a. Clarification of the identification of statutory adjustments in respect of
i. the re-measurement of the pensions liability
ii. the revaluation element of depreciation charges

b. The expansion, dependent on the above, of the Expenditure and Funding Analysis (EFA) to include Other Comprehensive Income and Expenditure below the current ‘Surplus or Deficit on the Provision of Services’ reconciliation line.

c. The requirement for the analysis disclosure for the middle column of the EFA to clearly differentiate between statutory adjustments and non-statutory adjustments (eg presentation adjustments in the EFA). This would be achieved through ensuring that separate column(s) are used for non-statutory adjustments.

d. That the detail of statutory adjustments should be presented in disclosures showing the movement on each statutory adjustment account for the year (per the previous example considered by LASAAC). The disclosure for each account would be expected to present:

i. The nature of / basis for the statutory adjustment
ii. The statutory adjustments would be grouped to reflect the section or line in the CIES affected by the statutory adjustment
iii. The statutory adjustments would be shown separately, not netted off (eg the removal of the employer’s pension contributions would be shown separately from the IAS 19 pensions charges)

e. That the balance sheet and MiRS presentation of reserves should categorise reserves as:
i. Usable Reserves
ii. Unusable Statutory Adjustment Accounts
iii. Unusable Reserves (Unrealised Gains / Losses)


Committee Action 

7. The Committee is requested to 

· [bookmark: _GoBack]Discuss and agree, or amend, the principles for presentation requirements noted in paragraph 6
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