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Item 4. LASAAC 23/05/17
To: 

LASAAC 
From:

Gareth Davies
Date:

23 May 2017
Subject: 
LASAAC Activities 2016/17: Annual Report 
Purpose of Report
1. The LASAAC Terms of Reference require that an annual report of LASAAC activities is provided to the funding bodies.
2. Additionally LASAAC considers that the annual report should also clearly support self-assessment of the achievement of LASAAC objectives.
3. This report therefore provides a summary of LASAAC activities during 2016/17, with reference to the achievement of LASAAC objectives. 

Outcomes and Objectives of LASAAC Activities
4. The outcome expected of LASAAC activities is:

“The determination and application of proper accounting practices to support appropriate financial reporting by Scottish local government.”

5. The objectives in the Terms of Reference are summarised as:
	A
	Develop and promote proper accounting practice, in line with legislation, for Scottish local government



	B
	Contribute to development of the Code of Practice on Local Authority Accounting in the UK (‘the Code’)



	C
	Strive for improvement in the quality and relevance of Scottish local government financial reporting



	D
	To advise and assist in quantification of the financial impact of changes in financial reporting requirements



	E
	To act as a discussion forum on local government accounting matters




LASAAC Activities
6. Provided as Appendix A is a tabular summary, with hyperlinks, of key LASAAC activities undertaken in support of the objectives and outcomes. 
7. Participation in, and support for, CIPFA-LASAAC is integral to the achievement of LASAAC objectives. Consequently a summary of CIPFA-LASAAC activity for 2016 is attached as Appendix B.
Requested Action 
8. LASAAC is requested to approve or amend this report as a summary of activities for 2016/17.
APPENDIX A

LASAAC Activities in Support of Objectives 2015/16
	
	Topic
	Activity
	Primary Objectives Supported

	1
	Code of Practice 2016/17 Update


	LASAAC supported and advised CIPFA-LASAAC in the publication of a Code Update for 2016/17 , which amended the formal requirements of the Code 2016/17 for developments arising during the year.

The Update primarily suspended the 2016/17 accounting requirements for the Highways Network Asset (details below).

The update also incorporated amendments to reflect Local Authority (Capital Finance and Accounting) Scotland Regulations 2016 [SSI 2016/123].


	A, B, E

	2
	Code of Practice 2017/18 Development
	LASAAC contributed to the development and publication of the 2017/18 Code of Practice through active representation on CIPFA-LASAAC, discussion at LASAAC and the Code public consultation process. 
Following the decision, detailed below, not to reinstate the Highways Network Asset valuation requirements in 2017/18, the key aspects of change relating to Scottish local government were
a. Restructuring of Chapter One to more clearly reflect the legislative framework requirements for Scotland

b. Clarification of the disclosures relating to accounting policies and the application of the ‘going concern’ basis of accounting
c. Disclosures for Pension Fund (LGPS) accounts relating to investment management transaction costs and clarification on investment concentration disclosures.
CIPFA-LASAAC issued a feedback paper outlining the considerations and decisions made affecting the 17/18 Code.

Additionally the intended requirements in 2018/19 for IFRS 9 Financial Instruments and IFRS 15 Revenue from Contracts with Customers have also been made available.

LASAAC representatives have also been involved at an early stage in the development of the 2018/19 Code of Practice public consultation. In particular potential presentation and disclosure amendments relating to statutory adjustments (see below) are being developed for the Invitation To Comment process.

	A, B, E

	3
	Statutory Adjustments Review

	LASAAC undertook a review of statutory adjustments in Scotland. This was initiated with a number of objectives, including the aim of informing further work by CIPFA-LASAAC in streamlining and simplifying the financial statements. Core outputs were to:
· Quantify the financial impact of different statutory adjustments, with a view to supporting streamlining (eg consolidation) of adjustments or removal of non-material adjustments

· Identify potential presentation options to assist readers of the financial statements

A working group was formed. LASAAC volunteers undertook an exercise to restate authority accounts on the basis of removal of statutory adjustments. This was completed for two authorities. 

Quantification

Based on this analysis the Scottish Government identified those statutory adjustments where streamlining or removal could be considered, and which would benefit from detailed quantification. 

The Scottish Government requested an analysis from all authorities to establish the financial impact of the selected statutory adjustments. The evidence received was discussed at LASAAC, and the Scottish Government has now proposed the removal of some statutory adjustments with, in general, a tapering transition period planned to allow for gradual implementation.

Public consultation, by the Scottish Government, on the detailed plans is proposed.

Presentation Options
Also based on the work in restating the two authorities’ accounts, presentation in the financial statements was considered. Potential amendments were identified relating to:
· Balance sheet presentation of reserves, specifically disaggregation of the ‘unusable’ reserves

· Changes to the Movement in Reserves Statement, particularly to provide more transparency between the accounting requirements and statutory adjustments (eg the revaluation element of depreciation and pensions charges for the re-measurement of the pensions liability)

· Disclosures to analyse statutory adjustments including:

· The basis of the adjustment

· The lines in the Comprehensive Income & Expenditure Statement affected

· The statutory adjustment account affected

The considerations were discussed at CIPFA-LASAAC and work has been agreed to develop proposals for CIPFA-LASAAC to discuss for inclusion in the 2018/19 Code consultation.


	A, B, C, D, E

	4
	Highways Network Asset (Transport Infrastructure Assets) Current Valuation
	The Code of Practice 2016/17 implemented a requirement to value Highways Network Asset (HNA) at current value (Depreciated Replacement Cost) rather than at historical cost. LASAAC identified that this was a significant change for Scottish local government and that there were challenges and risks arising from implementation.
Consequently LASAAC maintained a key interest in reviewing implementation progress and maintaining communications with all stakeholders, notably SCOTS, authority practitioners, external auditors and UK level bodies. LASAAC established a working group with key stakeholders to identify issues and uncertainties, and to identify whether these would jeopardise successful implementation. 

The feedback from the working group allowed LASAAC to discuss and consider the position in Scotland. This was of significant benefit in enabling LASAAC representatives to support open and informed discussion at CIPFA-LASAAC. In particular it provided a key Scottish context, as well as rigour and constructive challenge, to the debate on implementation progress at a UK wide level. 

In November 2016 CIPFA-LASAAC considered that, at the UK level, the requirements for 2016/17 should be postponed. An immediate statement was issued and subsequently a Code Update for 16/17 was issued to confirm the decision.
LASAAC continued to assess and monitor the feasibility of implementation in 2017/18, with the working group continuing to provide feedback. This supported further discussion at CIPFA-LASAAC in March 2017, where CIPFA-LASAAC determined not to implement the HNA current value requirement for 2017/18 or in future years, unless there was clear evidence that the benefits of implementation outweighed the costs. 
This decision was communicated immediately by a statement and was confirmed in the 2017/18 Code of Practice.

 
	A, B, C, E

	5
	Integration of Adult Health & Social Care

	For the 2015/16 financial year, the first year of financial reporting by Integration Joint Board (IJBs), LASAAC supported two forms of guidance:

· In conjunction with the NHS Technical Accounting Group (TAG), LASAAC provided outline guidance on some aspects of accounting treatment. This was included in the original IRAG Guidance.
· LASAAC later published more detailed additional guidance on accounting for integration 
LASAAC has actively engaged with the IJB finance community and this continued in 2016/17 with:

· An IJB CFO co-opted as a LASAAC member

· Feedback specifically requested and considered on financial reporting matters arising from the 2015/16 annual accounts process
Following a stakeholder consultation process LASAAC provided updated guidance  to replace the 2015/16 version. Issues that no longer applied were removed, some additional items were added, changed Code requirements for 2016/17 were noted and a number of clarifications were provided.


	A, C, E

	6
	Council Dwellings Valuation

	The Code requires that council dwellings are valued at Existing Use Value – Social Housing (EUV-SH). Additionally LASAAC requires that Scottish councils use the Beacon Approach-Adjusted Vacant Possession (BA-AVP) methodology  to determine EUV-SH.

RICS Scotland have proposed some clarifications and amendment to the existing valuation guidance on the application of the BA-AVP methodology. No change to the Code specification for council dwelling valuation (Existing Use Value – Social Housing) is anticipated to arise. Potentially however LASAAC guidance may be amended dependent upon RICS Scotland suggestions. 
LASAAC therefore maintained liaison and communications with RICS throughout 2016/17. 

Due to a change in RICS Scotland post holders and membership, the RICS Scotland’s timetable plans for, and progress on, implementation of revised valuation practices is uncertain. 

	C, D, E

	7
	Other LASAAC Activities


	Other LASAAC activities during 2016/17 included:
· a LASAAC representative on CIPFA-LASAAC was appointed to the Financial Reporting Advisory Board
· Communication with and reports to the Scottish local authority Directors of Finance Section.

· Responding to queries concerning LASAAC work and guidance issued. 

· Undertaking presentation duties to promote proper accounting practice.
· Representation and communication of LASAAC decisions and actions at various groups, such as the Local Authority Accounting Panel (LAAP) and the West of Scotland Finance Officers Group. This also ensures that LASAAC is informed of issues arising.
· LASAAC website maintenance, including public availability of meeting minutes and papers.

	A, B, C, E


APPENDIX B

	CIPFA/LASAAC

Activity Programme for 2016



	Month 


	Activity

	January 2016
	Full due process complete for the 2016/17 Code of Practice on Local Authority Accounting in the United Kingdom (the Code) and the Update to the 2015/16 Code 



	March 2016
	CIPFA/LASAAC meeting, highlights include: 

· approval of the development programme for the 2017/18 Code

· review of How to Tell the Story publication 

· development issues for IFRS 9 Financial Instruments and 

· development issues for IFRS 15 Revenue from Contracts with Customers

· update on the progress on the measurement of the Highways Network Asset

· Annual Review 2015

· the Board agreed the Highways Network Asset and Telling the Story Position Statements 

· approval of Technical Information Note 16 (01) – Informal Commentary on the 2016/17 Code



	March 2016
	Consultation with Board on Programme for July Technical Update Days



	1 April 2016
	Publication of the 2016/17  Code



	April 2016
	Issue of the Technical Information Note 16 (01)  - Informal Commentary on the 2016/17 Code



	May 2016
	Secretariat meeting with prospective members for vacancies for Northern Ireland Audit, auditor member and English accounts preparer member



	May 2016
	CIPFA/LASAAC and Treasury and Capital Management Panel consulted on early draft of the Provisions on IFRS 9



	May 2016 to date
	DCLG/LGA Accounting and Accountability Working Group on 100% business rates retention - CIPFA/LASAAC local billing authority representation – Joseph Holmes and Conrad Hall represented the Board at the meetings – Secretary also on group 



	7 June Meeting 
	Meeting highlights include:

· update on the Highways Network Asset measurement implementation including an update on amendments to the Code of Practice on the Highways Network Asset
· reports on narrative reporting, going concern and general Code developments

· Code developments - IFRS 9

· Code developments - IFRS 15

· initial views on invitation to comment (ITC)

· review of How to Tell the Story publication 



	June 2017
	Briefing Note on the Modern Equivalent Asset re the Highways Network Asset -  outline of issues and confirmation that this was raised with Policy and Standards Board



	June 2016
	Approval of ITC and consultation on the 2017/18 Code for issue 



	June 2016
	New member Martin Stevens approved by Policy and Standards Board



	15 July 2016
	Consultation on 2017/18 Code published highlights included:

· a new principles-based approach to narrative reporting

· a review of the Code's provisions on going concern reporting

· a review of accounting policies provisions in the Code

· new disclosure on transaction costs for pension fund investments

· narrow scope amendments to International Financial Reporting Standards

· legislative changes

· IFRS 9

· IFRS 15 



	5 July 2016 Birmingham and 7 July London 2016
	Local government technical update days presentation highlights included: 

· Chair of CIPFA/LASAAC presented on the Code consultation

· Michael Hudson presented on Telling the Story of Local Authority Financial Statements.  

· Secretariat and Christine Golding presented on the latest developments on the measurement of the Highways Network Asset



	July 2016
	Open letter from the Chair of CIPFA/LASAAC to Treasurers’ Societies (Presidents and Secretaries) sent and issued on the website



	July 2016
	New member Collette Kane approved by CIPFA Northern Ireland Branch 



	July 2016
	CIPFA/LASAAC sent consultation on Self-sufficient local government: 100% Business Rates Retention Consultation



	July 2016
	Voting for Vice Chair and local authority accounts preparer member on FRAB

 

	August 2016
	Issue of Understanding Local Authority Financial Statements (previously How to Tell the Story)



	August 2016
	Article in Spreadsheet on 2017/18 Code consultation 



	August 2016
	Financial Reporting Council (FRC) nomination to Board for FRC Observer Member Jenny Carter 



	September 2016
	Article in Public Finance Council accounting: a shift from rules to principles on the 2017/18 Code Consultation 



	September 2016
	Vice Chair – Joseph Holmes and FRAB Representation Joseph Mc McLachlan agreed by Board



	September 2016
	Article to support November Technical Update Days Financial reporting challenges: the three ways local authority accountants can be ready issued on CIPFA website.



	November Meeting
	Meeting highlights include:

· measurement of the Highways Network Asset – report following the current position on the central rates review – Board agreed in principle postponement and the important update to be issued to stakeholders

· Code consultation main report

· Code consultation IFRS 9

· Code consultation IFRS 15.



	14 November 2016
	Issue of Important Update from the CIPFA/LASAAC Local Authority Accounting Code Board on the Measurement of the Highways Network Asset.



	November 2016
	Approval of the Update of the 2016/17 Code and the 2017/18 Code by CIPFA/LASAAC



	November 2016
	Approval of CIPFA/LASAAC nomination, Joseph Mc McLachlan to FRAB



	15 November 2016 Leeds, 23 November London 
	Local government technical update days presentation highlights included: 

· Chair of CIPFA/LASAAC presented on the Code developments post consultation

· Preparing for future changes in financial reporting

· Faster closing  



	December 2016
	Notification of the issue of the Separate Publication to be issued alongside the Code on IFRSs 9 and 15 and update on the approach to impairment of non-contractual debts (principally council tax and non-domestic rates)
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