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Item 5. LASAAC 23/05/17
To: 

LASAAC     
From:

Gareth Davies
Date:

23 May 2017
Subject: 
LASAAC Terms of Reference 

Purpose of Paper
1. This paper relates to the future Terms of Reference and operation of LASAAC. 
ICAS Withdrawal
2. ICAS have indicated an intention to withdraw from LASAAC.

3. LASAAC will be aware of the long-standing support of ICAS.  ICAS were one of the original founding bodies of LASAAC and that support has provided the Committee with an invaluable source of expertise and support. The commitment of ICAS representatives to support LASAAC’s work has been particularly important. The Committee will concur that the experience and guidance provided by the ICAS representatives, with high professional standards maintained throughout, has been particularly appreciated.
4. ICAS  support has also, together with the other funding bodies,   included the funding provided by ICAS

5. The immediate impact of ICAS withdrawal is anticipated to have implications for:

· LASAAC constitutional arrangements including committee membership
· LASAAC’s operations and activities
6. The following assessment of impact is based on the assumption that the remaining funding bodies intend, subject to agreement to new arrangements, to continue participation in the LASAAC framework. 

Constitutional Arrangements
7. The existing Terms of References will require amendment. At a minimum the membership and funding details will be revised. Subject to LASAAC considerations and consultation with the remaining funding bodies, more significant changes may also be implemented.

8. LASAAC will be aware that the withdrawal of ACCA in 2014 resulted in a significant review of LASAAC operations. The direct funding consequences for secretariat support were absorbed by CIPFA as well as leading to amendments to the Terms of Reference including:

a. LASAAC outcome

b. LASAAC objectives supporting the outcome

c. Membership arrangements, especially wider co-option powers

9. The review also considered LASAAC operation in respect of stakeholder engagement, collaborative working and prioritisation of resources.
10. Consequently LASAAC is more appropriately positioned to adapt to the change in membership from ICAS withdrawal and to amend its working arrangements.

11. Proposed changes to the Terms of Reference are indicated in Appendix A, subject to discussion of any additional amendments and agreement of the proposals.

12. Any change to the Terms of Reference (constitution) requires two thirds of the members present to agree (ToR para 40). Changes would also be appropriately discussed with the funding bodies. 

LASAAC Resources
13. The funding request for 2016/17 was £11,968 per funding body. If the RPI indexation as stated in the Terms of Reference (para 33) is applied to each partner’s funding contribution the request for 2017/18 will be £12,344.  The withdrawal of ICAS therefore results in an immediate shortfall of £12,344 in 2017/18.  
14. There are at least four potential solutions.  
15. Firstly, that the shortfall is met equally by the remaining funding bodies.  This would result in an additional £4K (approx.) to be met by each of the remaining funding bodies, resulting in a funding request of around £16K.  

16. Secondly, the shortfall can again be met by CIPFA. In this case the same level of service, both for CIPFA-LASAAC and LASAAC, would be maintained. This however would mean that around £25K of resource per annum, taking pre ACCA withdrawal as the baseline, would be absorbed by a single body in addition to the existing funding request.
17.  Thirdly, the impact upon the remaining funding bodies can be held to be cost neutral.  This would require the identification of efficiencies and would also require modification to the operation of LASAAC so as to reduce the anticipated total resource requirements by some £12K.  
18. Fourthly and finally, additional practical input by LASAAC members can be sought.  LASAAC currently benefits from the considerable expertise, time and commitment of its members. In the current era it is important that this support is recognised. It should also be acknowledged that employing organisations will find it increasingly difficult to release significant staff time. Care will therefore be required to ensure that activities are managed so as to recognise any potential impact on members.
19. It is proposed that the cost neutral option be explored further.  Consequently, this paper sets out proposed modifications to the current LASAAC approach in a manner which continues to fulfil the terms of reference.

LASAAC Operations and Activities
20. It is not currently suggested that LASAAC’s outcome or objectives require amendment. The rationale for, and remit fulfilled by, LASAAC is not considered to have changed.

21. The manner in which LASAAC fulfils its role will however change. The extent of change will be dependent upon the views of the remaining members and funding bodies and the overall resources available. This is expected to require prioritisation of work items.
22. LASAAC activities may therefore be considered in terms of the achieving its objectives:
1. Development and promotion of proper accounting practice in line with the legislative framework
2. Role in development of the Code of Practice 

3. Improvement in quality and relevance of Scottish local government financial reporting

4. Role in quantification of changes to accounting requirements

5. Act as a forum for stakeholders

1. Development and promotion of proper accounting practice

23. A central element, over and above the Code development process, is considered to be collaboration and discussion with the Scottish Government on the development of statutory guidance. The statutory guidance for PFI provides an example.

24. This is anticipated to continue. The extent of such work will be partially dependent on the extent of change in statutory guidance.
25. It is proposed that LASAAC identifies a priority ranking for those items which are most critical. In addition relevant expert input, external to LASAAC where necessary, should be sought. 
2. Role in development of the Code of Practice
26. LASAAC’s role in CIPFA-LASAAC is a core responsibility. No change to the working arrangements, or technical expertise and support provided by the CIPFA-LASAAC secretariat, is proposed. Some amendment to the nominated members on CIPFA-LASAAC will however be required.

27. It is proposed that the number and timing of LASAAC meetings should be focused on the Code development process. As such a reduction to three meetings per year is recommended to align with CIPFA-LASAAC meetings:

a. February / March – identification of issues for the ITC (Invitation To Comment)

b. June – consideration of Code ITC 

c. Oct/Nov – consideration of ITC responses

28. The formal approval process for the ITC and the Code are now largely undertaken by e-mail and this will continue. 
29. The removal of the Scottish Service Expenditure Analysis (SEA) requirement from the CIES is considered to remove consultations and stakeholder liaison on the SEA outside of LASAAC’s remit.

3. Improvement in quality and relevance
30. LASAAC has previously issued guidance, to support implementation of proper accounting practice, to promote quality and relevance in financial reporting. Examples include NDR accounting, accounting for asset de-commissioning obligations and the integration of health and social care. The scope for such work in future may be more limited.

31. This may place an emphasis on LASAAC work to ensure that statutory guidance, Code requirements and other sources of implementation guidance support and address implementation issues.

4. Role in Quantification of Changes in Accounting Requirements
32. This is a core role for LASAAC and is vital to the financial management of Scottish local government. At present the role may involve:
· Development of spreadsheet models for illustration
· Information collation requests, usually to all authorities affected, involving:

· Stakeholder time & resources

· LASAAC resources to collate and analyse

· Evaluation of data

· Liaison with Scottish Government

33. Given the reduction in resources and limitations on LASAAC member availability, it is proposed that LASAAC should:

· Seek to achieve more Scottish authority involvement in UK-wide working groups (eg IFRS 16 Leases group)

· Use a sampling approach for quantification.
· Rely on UK wide working groups to provide feedback on the expected detailed implementation of new Code requirements (eg working group on Expenditure & Funding Analysis)
5. Act as a forum for stakeholders
34. This is a significant role for LASAAC. Open discussion of issues has assisted in an understanding of a variety of matters. Examples include asset decommissioning, Highways Network Asset, council dwellings, significant trading operations and the Common Good.
35. The withdrawal of ICAS directly impacts upon LASAAC’s engagement with non Audit Scotland appointed external auditors.

36. The examples above have also normally involved engagement with local authority practitioners, the audit community and a variety of subject experts.
37. It is considered that LASAAC should continue to act as a forum with all stakeholders on significant topics.

38. To achieve this the following are proposed:

a. To utilise co-options to secure on-going stakeholder group engagement and representation on LASAAC. The number of co-options permitted may be reviewed in discussing the Terms of Reference. Involvement of subject experts can in future be achieved through specific invitation, collaboration and communication.
b. As matters are identified LASAAC should determine and prioritise at an early stage which issues require continuing stakeholder engagement, and potentially guidance development, and which matters are satisfactorily addressed by existing proper accounting requirements and other guidance.

Recommendations Summary
39. The proposals above are summarised as:

a. Resources:

Existing funding formula to be continued, with amendments to LASAAC operating practices to absorb the reduction in resources. 

b. LASAAC Operation and Activities:

· Non-Code proper accounting practice development and promotion:

· Priority ranking of items to be identified, with use of external support as necessary.
· Code development

· Reduction in the number of LASAAC meetings, aligning with CIPFA-LASAAC meetings. 

· Improvement in quality and relevance

· An emphasis on ensuring that existing resources facilitate implementation of changes and improvements.
· Quantification of changes in accounting requirements

· More involvement in and reliance on UK-wide working groups; as well as potentially using a sample approach to data collation in Scotland.

· Forum for stakeholders

· Utilise, and possibly increase, co-options to ensure stakeholder engagement, including the audit community. Specific liaison with subject experts as required. Early determination and prioritisation of which items require specific LASAAC action.  

40. The Terms of Reference should be amended. Proposed changes are provided in Appendix A.

Committee Action 
41. The Committee is requested to 

· Approve or amend the recommendations in paragraph 39
· Approve or amend the Terms of Reference (paragraph 40, Appendix A)

· Note this approval requires two thirds of the members present to agree
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