



LASAAC MINUTES
 [DRAFT – subject to Committee Approval on 21 March 2013]
Meeting of 17 October 2012,
 CIPFA Scotland, Beaverbank Business Park, 22 Logie Mill

Edinburgh EH7 4HG
Present:
Fiona Kordiak, Hazel Black, Russell Frith, Nick Bennett, David Watt [Meeting not quorate, Items were ratified by non-attending members via e-mail after the meeting].
Apologies:
Tom Simpson, Nikki Bridle, Ian Robbie, Valerie Davidson, Marjory Stewart, Bruce West, Ian Lorimer, Derek Yule
In attendance:
Gareth Davies
	Minute Ref
	
	Action

	47/12
	Apologies

Apologies from: 
Tom Simpson, Nikki Bridle, Ian Robbie, Valerie Davidson, Marjory Stewart, Bruce West, Ian Lorimer, Derek Yule

Marjory and Bruce provided e-mail comments, included below, prior to the meeting.
In Derek’s absence Fiona (Vice Chair) chaired the meeting.

Note & Action: The meeting was not quorate. It was agreed to proceed with the meeting, with any decisions and actions being tentative unless ratified, via e-mail, by the members unable to attend.  

	G Davies



	48/12
	Minutes of the meeting held 23 August 2012
Page 3: Tax Incremental Financing: Bruce (e-mail) requested clarification on whether further action to liaise with other parties (eg SFT, authorities) was required. Key points of discussion were:

· Russell and Hazel considered no major accounting issues were arising, other than potentially the assessment of principal / agency once the arrangement moves into the ‘profit share’ period.
· No TIF NDR income expected in 12/13 or  13/14. TIF capital spend in these years would be treated as per normal.
· Glasgow seems likely to be the first TIF scheme to proceed. Once the agreement is finalised details could be considered.
· In respect of any initial ‘funding gap’ Hazel indicated that primary legislation to mitigate loan charges was unlikely. The Local Government (Scotland) Act 1975 schedule 3 may allow ministers scope to suspend loan charges for up to five years however:

· This was open to legal interpretation of section 16 of the schedule. 
· It could lead to the full five years’ worth of loan charges being repayable after the end of the suspension period
· The potential use of reserves to support an initial funding gap was referenced.

It was agreed that a watching brief on TIF would be maintained, but that no further LASAAC action was currently required. 
The minutes were approved. 
Action: Minutes of 23 August to be loaded to the website 
Actions Points: 

Action E: Website improvements  
Action: website and communications improvements to be progressed for completion by end December 2012 

	G Davies
G Davies



	49/12
	Membership and Attendance
Membership

Fiona welcomed David to his first LASAAC meeting. 
Attendance:
It was noted that both Marjory and Nikki would now have missed three consecutive meetings. An extension was regarded as appropriate since this meeting had been re-scheduled. The Vice Chair noted the importance of Director of Finance (DoF)/ practitioner representation to support balanced debate.

Action: Confirmation of attendance at the next meeting to be requested from Marjory and Nikki 

Action: Liaison with DoF/practitioner representatives and relevant funding bodies on representation to be maintained 

	G Davies, M Stewart, N Bridle
G Davies



	50/12
	Work Plan 2012/13
Gareth reviewed the paper noting that slippage in the overall use of resources was expected to be addressed during the next quarter. 

1985 Regulations 
Hazel noted that due to time limitations and competing priorities progress had been limited. The draft 1985 regulations to be consulted upon required to be reviewed. This may be undertaken in the next 2-3 weeks. The secretary indicated the availability of support.

Fiona indicated the desirability of updating the 1985 regulations. David queried the proposed changes. Hazel noted that the main focus was on the governance for the “statement of accounts”. Other potential aspects:

· a standardised (fixed) period for public inspection

· website publication

· required title of ‘Statement of Accounts’

Hazel stated that any changes would not be expected to impact on the 12/13 accounts processes, but on 13/14 at the earliest. 
Loans Fund: as above Hazel noted progress was limited and that work on this would follow after the 1985 regulations.
Welfare Reform: Hazel indicated that draft regulations for the new Council Tax Relief scheme were due for publication in early November. Hazel confirmed to Russell that any government funding would be an adjustment to RSG/GRG.
The work plan report was approved 

	

	51/12
	CIPFA- LASAAC Code Board
Gareth noted the expected CIPFA-LASAAC dates for 2013 as:

5 March (Edinburgh)

26 June (London)

12 November (Edinburgh)

Bruce (e-mail), Nick, Fiona, Russell all indicated their expected attendance at CIPFA-LASAAC on 6 November (London).
Invitation To Comment (ITC)
Based on informal feedback Gareth noted the main points expected to arise at CIPFA-LASAAC:

· Accounting for schools: mainly England focus but could have implications for group accounts in Scotland 

· Pensions disclosures:

·  the requirement for more disclosures on Defined Benefit Schemes treated as Defined Contribution Schemes (eg teachers) would be a practical issue. The CIPFA-LASAAC secretary had suggested contacting the SPPA re the teachers’ scheme.

· More expert actuarial feedback on some of the proposed pension disclosures would be sought by the CIPFA-LASAAC secretary

· Carbon Reduction Commitment: Given potential concerns over the impact on the capital control regime a suggestion may be made that CRC allowances are required to be classified as current intangible assets
· Transportation Infrastructure: Russell noted that unless there was clear feedback that implementation was not pragmatic there was a possibility that introduction of current cost may be expected to proceed
· Service Concession Arrangements (PFI): It was noted that FRAB appeared to support the continued use of the ‘lease’ model.

· Fair Value (IFRS 13): Russell commented that while the proposed FReM and Code may produce similar outcomes in practice (eg adopting service potential) the approaches adopted were significantly different in wording. More consistency would be preferable.

Hazel queried if the FRAB working group to liaise the FReM and Code was still in existence. Russell noted the issues for 12/13 and 13/14 would presumably be resolved.
ACTION: SPPA to be contacted to identify information availability on Teachers pension scheme to satisfy the proposed Code disclosures for DBS treated as DCS. 
CIPFA-LASAAC Review
Nick stated that he had hoped the review would be more fundamental and instrumental in helping to simplify the accounts, and had e-mailed the CIPFA-LASAAC secretary with suggestions on this aspect. Due to the nature of the discussion arising, the proposals expressed are included in the next item 


	G Davies


	52/12
	Simplification of the Accounts / Summary of Accounts
Possible Code Amendments
Nick noted that it was not clear how many people understood the annual accounts. A factor in this is the role of statutory mitigation which often means that audit adjustments do not affect Usable Reserves. Statutory mitigation may assist the management of funding requirements but has also served to make the financial statements less immediately relevant.

Nick suggested that the Movement in Reserves Statement (MiRS) could be seen as distracting from the interpretation of the accounting information provided. Russell commented that understandability had been questioned by technically proficient accountants from other sectors.
Hazel noted that the MiRS appeared to be less transparent compared to previous practice (the ‘Statement of Movement on the General Fund Balance’) since it could be difficult to identify the actual reason for the movements between reserves. Hazel noted that any movement between Usable Reserves and statutory Unusable Reserves had to be supported by legislation.

Nick suggested a radical approach would be to prepare the accounts on an accounting basis, not initially identifying the effect of statutory mitigation, but providing a General Fund memorandum account detailing how the funding available for tax setting purposes was derived.
Nick indicated that the CIPFA-LASAAC secretary is to raise the proposals for discussion at CIPFA-LASAAC.

Nick also questioned whether the Non-Domestic Rate and Council Tax Accounts were required. Hazel indicated that there was some stakeholder support for the NDR Account. Discussion centred on their role in providing readers with an understanding of important income sources for authorities.

Fiona summarised the possible approaches to simplification as being:

· Better explanation

· Less extraneous detail

· Radical Code amendments

Hazel queried whether standardisation was sought. Russell noted that NHS statements could be difficult to interpret because of the formulaic spreadsheet approach. This supported the importance of helpful narrative interpretation, with some local authority examples discussed.
David queried CIPFA’s direction, as the partner in development of the Code. Nick noted that a key focus was often on technical implementation of IFRS and other standards. David queried whether a wider view could be taken with more drive for radical change, including pressure from DoFs/practitioners on CIPFA-LASAAC. Nick suggested that often the focus was primarily on the funding impact of any changes.
In respect of narrative reporting Gareth suggested that potentially while section 95 officers needed to provide an interpretation of the financial situation, they may not wish to be seen as passing judgement on politically determined policies. David noted that this should not prevent the application of professional judgement and skills.
The desire for accounting information to support, for all parties, a longer-term view of the financial situation was raised. 

Fiona and Hazel noted that improving clarity may not automatically lead to shorter accounts.

Simplification of the Accounts - Report
Gareth reviewed the report. 

Bruce (e-mail) commented:
· Relevant readers could also include potential business / joint arrangement partners; banks; HMRC
Marjory (e-mail) noted:

· ‘relevant potential readers’ could be a better term since the existing complexity may mean some do not use the accounts

· Auditor engagement from the outset is crucial

· Regarding the interpretation of the statements there is a risk of overlapping with the Explanatory Foreword
· The 13/14 financial statements are presumably the target for implementing any changes

· The Council Tax additional information leaflet could provide a starting point for summarised information

Gareth queried whether on-going developments concerning audit standards and regulations would affect auditor views on achieving simplification. Russell suggested that in the short term this should not be a significant factor.

Discussion arose on the report’s suggested identification of readers:
· Fiona noted the need to identify the primary audience for the statements, proposing that a limited number of key groups should be identified

· David indicated that auditors, DoFs and elected members should not be regarded as readers of the financial statements. Hazel commented that ‘users’ could be a more appropriate term, citing Derek Yule’s view that interpretation of the balance sheet was important.

Potential user groups were discussed including:

· Public (including pressure groups, Council tax payers, rent payers/ tenants associations, etc)

· Elected members
· Scottish Government

· Scrutiny Bodies

· Lenders (including banks) – it was noted that bond issuance would presumably increase the use of the accounting information

David commented that the reference in the report to auditor influence or effect on the content of the statements was conceptually incorrect. This was generally agreed at the meeting. This view would be marked on the paper before loading to the website.

Nick queried what action would actually be undertaken following the proposed review. Gareth suggested that the intention was to better understand the needs of users, which would allow practitioners and auditors to make more informed judgements on presentation and materiality. Hazel noted that transparency could also be an objective.
Nick noted that even if users did not identify a demand or use for a disclosure/statement, other requirements may mean that they have to be retained. An example may be the Cash Flow Statement which would still be required even though most users believe it has limited usefulness.

Fiona suggested that the initial review could help to establish best practice for the explanatory foreword, and which disclosure notes are actually used. 
The report was approved subject to the amendment requested regarding auditor influence. 
Action: Simplification project to proceed as indicated with a target of phase 1 completion for 31 March 2013. 

	G Davies


	53/12
	Accounting Topics Arising
Landfill Site Reinstatement / Restoration
Marjory (e-mail) noted that it may be difficult to create a provision until later in the asset life since a ‘reliable estimate’ may not be possible. Russell concurred. Marjory (e-mail) also noted that it was not clear that authorities routinely capitalised decommissioning costs.

Nick suggested that the liability would not arise until a landfill site was actually used. The potential to establish a provision based on the usage of a site (eg tonnage related) was raised.

David noted that SEPA licences and conditions were now quite strict and it was normally clear that there would be eventual restoration costs.

Nick questioned whether capitalisation of the decommissioning costs would be allowed given that it was effectively supported by the creation of a provision. Russell indicated that this was probably the case but could cause some issues. Gareth noted a potential impact on the Capital Financing Requirement. Russell commented that the restrictions on current revenue contributions could also be a factor.
Nick suggested that depreciation would presumably be over the life of the asset and the restoration period and that revaluation would also be required. On the latter point Gareth noted that IFRIC 1 was open to some interpretation as to how it dealt with changes in estimated decommissioning costs, potentially leading to ‘negative’ balances in the Revaluation Reserve. This may be a matter for CIPFA-LASAAC to consider in future.
Hazel queried if statutory mitigation should be deemed as not applying to some specific asset types. The role and purpose of statutory mitigation was discussed.

Russell questioned whether restoration was a significant issue in Scotland and how authorities were accounting for such situations. 

Fiona concluded that the debate indicated uncertainty, suggesting that a survey of authority practice be undertaken.

Action: brief survey / questionnaire on landfill restoration treatment to be issued to local authorities. 
Common Good
Marjory (e-mail) indicated that the legislation supported depreciation charges to Common Good balances. It was agreed that statutory mitigation did not apply to the Common Good.
Action: Common Good depreciation treatment to be investigated with consideration of any issues arising 
Lease Exit Payments

It was agreed that operating lease exit payments would not be expected to be capitalised. 

David and Fiona noted that the termination of the lease and the purchase of the asset should be regarded as two separate transactions. David noted that the purchased asset would normally be recognised at ‘fair value’.

Local Authority Mortgage Support
Bruce (e-mail) noted that such investments were not capital expenditure. Hazel added that the investment would be governed by the Investment Strategy requirements (per Finance Circular 5/2010). Gareth noted that the guidance provided with the schemes seen to date explicitly stated both of these points. 

Hazel noted that councils would naturally consider the effect of committing cash for several years, especially if this resulted in a need to borrow externally for other capital investment.

It was agreed that, in principle, where the financial guarantee element is significant this should be separately identified and treated as a financial guarantee. 
Action: Brief guidance on embedded financial guarantees to be developed. Members are requested to indicate whether this should be issued as formal LASAAC guidance or as advice by some other means. 

	G Davies

R Frith, F Kordiak
G Davies, All members


	54/12
	Current Accounting Developments
The report was noted.

	

	55/12
	Non-Domestic Rate Account Presentation 12/13 
Re Part 2 : Hazel confirmed that the line ‘Adjustments for years prior to the pool’ should be deleted.
Re Part 1: Russell noted that additional lines could be required for

· Non-Domestic Rates deferred from prior year

· Non-Domestic Rates deferred to later years

David suggested an alternative ‘3 column’ presentation (NDR, TIF,BRIS) may be clearer. It was noted that a grand total of NDR would presumably still be required. 
Nick queried the usage of the NDR Account. Hazel noted some stakeholder interest. Russell suggested the extent of reliefs and discounts offered by the authority would be of interest. Gareth commented that the Scotland wide collection of utilities etc by specified authorities affected the geographical relevance of the NDR Account.
Hazel outlined the revised NDR distribution approach, which is now based on estimated NDR income per council. The national pool account was determined on a cash basis and could be in surplus or overdrawn at the year end. This would affect the amount specified in the distribution order for the following year.
Russell queried whether the line ‘Contribution to Non-Domestic Rate Pool’ actually reflected what was indicated. Hazel clarified that it was the amount that would in total be due to be remitted to the pool, but not necessarily the cash contributed for the year. Fiona suggested that perhaps providing NDR information as a note would be more appropriate.
Hazel requested that Part 2 should not feature as part of the NDR Account but should instead be required as a note to the taxation & Non-Specific Grant Income line of the CIES. Hazel suggested that Part 1 should be on an income & expenditure basis.
ACTION: NDR return (as subject to audit) to be reviewed as a possible basis for the NDR Account, with part 2 of the proposed guidance to be required as a note to the CIES. 
	G Davies



	56/12
	Audit Scotland Update 
Audits 2011/12:

· all but 2 (one council, one board) completed by 30 September
· exit packages issues had been the most problematic, but had been resolved

· the treatment of Tayside Contracts in sponsoring authority accounts was noted as being subject to review. Reference to the original ‘memorandum of understanding’ was likely to be required

12/13 Issues

· Police & Fire reform would be a key focus

Overview Report

· Stakeholder meetings, including DoF representation, have already been held

Other
· A report covering Scottish public sector severance schemes was likely to be progressed


	

	57/12
	Scottish Government Update
Significant Trading Operations (STOs)
Nick requested clarification on the current status of, and requirements for, STOs.

Hazel stated that the working group review had concluded that the purpose of the STO requirements was to demonstrate the extent of subsidy or surplus arising from undertaking work for third parties (outside the group boundary) in an open competitive environment.

Consequently the overall surplus/deficit for an STO may need to be split between the internal and external work, potentially with re-allocation of any ‘internal work’ balance. The surplus/deficit on any internal work may act as an indication of compliance with Best Value requirements. 
Russell commented that the number of declared STOs had significantly reduced.
Nick queried if any formal guidance had been issued. Hazel suggested this was probably not the case. Nick suggested guidance should be developed, addressing any changes to the extant LASAAC STO guidance from 2003.
ACTION: STO review group conclusions to be forwarded to secretary as the basis for the development of brief guidance, with reference to existing LASAAC guidance. 
Whole of Government Accounts
· 2 returns were noted as slightly late, with 4 still outstanding
· Hazel noted that the Scottish Government required returns in .xls format (not .xlsx)

· Some councils had taken more time to process audit adjustment changes. It is suggested that these should be done at the same time as the accounts amendments where possible.
· Nick queried whether counter-party matching data was available. Hazel noted that it was difficult to complete and provide this until all returns were in.


	H Black, G Davies



	58/12
	CIPFA / LAAP Update
The report was noted.

	

	59/12
	Next Meeting

Next meeting: dates for February and May/June meetings have been circulated for agreement by Doodle poll (or response to the secretary). 
	


ACTION POINTS FROM LASAAC MEETING OF 17 October 2012
ACTIONS WERE RATIFIED AFTER THE MEETING
	
	Minute Ref
	Action
	Action By
	Status At  
11 March 2013

	A
	47/12
	Ratification or amendment of tentative non-quorate decisions to be sought
	G Davies, All members
	Complete

	C
	48/12
	Minutes of 23 August to be loaded to the website

	G Davies
	Complete

	D
	48/12
	website and communications improvements to be progressed for completion by end December 2012
	G Davies
	On-going

	E
	49/12
	Confirmation of attendance at the next meeting to be requested from Marjory and Nikki 
	G Davies, M Stewart, N Bridle
	Complete

	F
	49/12
	Liaison with DoF/practitioner representatives and relevant funding bodies on representation to be maintained 
	G Davies
	Complete

	G
	51/12
	SPPA to be contacted to identify information availability on Teachers pension scheme to satisfy the proposed Code disclosures for DBS treated as DCS. .


	G Davies
	Complete

	H
	52/12
	Simplification project to proceed as indicated with a target of phase 1 completion for 31 March 2013


	G Davies
	On agenda

	I
	53/12
	brief survey / questionnaire on landfill restoration treatment to be issued to local authorities. 


	G Davies
	On Agenda

	J
	53/12
	Common Good depreciation treatment to be investigated with consideration of any issues arising 

	R Frith, F Kordiak
	On-going

	K
	53/12
	Brief guidance on embedded financial guarantees to be developed. Members are requested to indicate whether this should be issued as formal LASAAC guidance or as advice by some other means. 

	G Davies
	On agenda

	L
	55/12
	NDR return (as subject to audit) to be reviewed as a possible basis for the NDR Account, with part 2 of the proposed guidance to be required as a note to the CIES. 


	G Davies
	On agenda

	M
	57/12
	STO review group conclusions to be forwarded to secretary as the basis for the development of brief guidance, with reference to existing LASAAC guidance. 

	H Black,

G Davies
	On agenda
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