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Item 7. LASAAC 29/08/13
To: 

LASAAC     
From:

Gareth Davies
Date:

29 August 2013
Subject: 
Consultation on Local Authority (Scotland) Accounts Regulations 
Background
1. In January 2009 LASAAC wrote to the Scottish Government requesting a review of Finance Circular 5/1985 and SSI 1985 / 267 [The Local Authority Accounts (Scotland) Regulations 1985]. A copy of the letter is attached as Appendix B.
2. The Scottish Government constituted a working group to review the requirements. This included practitioner, audit and LASAAC representatives.

3. Based on the discussions held the Scottish Government has now issued proposed replacement regulations affecting the control, audit, and accounting framework for Scottish local government. This is available at: http://www.scotland.gov.uk/Topics/Government/local-government/17999/LAacc/Consultation .
4. A copy is attached as Appendix C as a formal record.

Proposed Replacement Regulations
5. An overview of the proposals (previously circulated to LASAAC members) is provided at Appendix A.

6. The proposed effective date is 31 March 2014 which would suggest that the requirements would apply to the 2013/14 statements of accounts. 

7. This would therefore affect the submission of unaudited statements on 30 June 2014. Relevant committees would presumably need to be scheduled for the end of September 2014 for the audited statements.

Comparison of Proposals to Original LASAAC Request
8. The following table provides an indication of whether the items noted by LASAAC have been addressed:
	LASAAC Suggestion for Possible Change of Clarification


	Treatment in Proposed Regulations

	Status of Accounting Guidance


	No specific statement on the status of LASAAC advice or guidance. Reliance is placed on the definition of ‘proper accounting practices’ in the Local Government in Scotland Act 2003 which are stated in order of priority as:

· Legislation

· Ministerial guidance

· “any generally recognised, published code or otherwise”



	Responsibility for Internal Control


	Responsibility stated in 5 (1):

“A local authority is responsible for ensuring that the financial management of the local authority is adequate and effective and that the local authority has a sound system of internal control..”



	Annual Review of System of Internal Control


	Responsibility stated in 5 (2) 

“The local authority must conduct a review at least once in each financial year of the effectiveness of its system of internal control.”



	Authorisation of Submitted Accounts


	Specified in Section 8

8 (2) & (3) - Specification of what elements are regarded as constituting the ‘statement of accounts’.
Note that a ‘management commentary’ is specified.

8 (6) : Submission of accounts for audit by 30 June only requires signature by the ‘proper officer’ 



	Public Inspection Process


	Section 9
Some changes to standardise the dates of the inspection period across all councils


	Public Inspection of Vouchers


	Section 9 (4) especially sub-para (a) refers to section 101 (1) of LG(S) Act 1973 which states ”any persons interested may inspect the accounts to be audited and all books, deeds, contracts, bills, vouchers and receipts relating thereto and make copies of all or any part of the accounts and those other documents”

As previously indicated by the Scottish Government varying this would require the primary legislation to be amended. There is therefore no change in substance to the existing situation.



	Public Inspection of Submitted Accounts


	Availability of unaudited accounts on website specified in 9 (3) (b)


	Audit Completion


	No explicit date set for audit completion although the requirement in 10 (1) for a relevant committee of the council to consider approval of the statements by 30 September implies that this may be seen as a ‘hard target’ deadline.


	Final Accounts Laid Before Authority


	Responsibilities and process outlined in section 10. 

	Publication of Final Accounts


	11 (1) – (2)

Publication of accounts by 31 Oct.
Requirement to publish on website (and retain there for 5 years) 



	Public Notice of Any Order Made by Secretary of State


	Removed as per LASAAC suggestion


Recommendation
9. It is recommended that the Committee responds to the consultation welcoming the consultation and the broad direction of the proposals in largely addressing the issues raised by LASAAC.

10. The committee may also wish to consider the following for inclusion in any response:

· Whether the role and responsibilities of the section 95 officer are sufficiently clear, and whether this provides section 95 officers with sufficient support in the exercise of their professional responsibilities. For example, in rare circumstances, adherence to proper accounting practices may lead to the relevant committee being reluctant to approve the audited statements.
· Whether there is a need for a specified elevation or resolution process where the relevant committee is not prepared to approve the statement of accounts

· Whether the role and responsibilities of the external auditor are sufficiently clear, and whether this provides external auditors with sufficient support in the exercise of their professional responsibilities
· Whether the current Code Explanatory Foreword would satisfy the requirement for a ‘management commentary’
· Whether application to 2013/14 financial statements is supported, and whether any transition arrangements may be advisable

Committee Action 

11. The Committee is requested to 
· approve the recommendation to respond to the consultation, and to consider the terms of the response
Appendix A
SUMMARY OF PROPOSALS TO REPLACE SSI 267/1985
Section and paragraph references relate to the proposed regulations.
Definitions (section 3)

· Section 3- proper officer(s95 officer) definition allows for sickness / absence

· “Statement of accounts” now the term for ‘abstract of accounts’

Financial Management (section 5)

· responsibility for financial management (e.g. internal control, risk management)

Annual Governance Statement (Section 5)

· Requirement for an annual governance statement, approved by Committee, signed (for audited accounts) by Chief Exec & Council Leader

Accounting Records & Control (section 6)

· Responsibility for adequate accounting records  [per 6 (5-7)] is largely that of the ‘proper officer’. (Note: requirements based on Companies Act). [ 6 (2) (b)] requires the (material) financial position to be able to be disclosed at any time. [ 6 (4)] requires specific records for (some) stocks. General requirements extend to subsidiaries [6 (5)]

Internal Audit (section 7)

· responsibility for internal audit. Duty of officers etc to provide information and explanations to internal audit. [7 (2)]. Annual review of internal audit effectiveness required [7 (3)].

Statement of Accounts [Pre Audit] (Section 8)

· Adherence to proper practices and inclusion of relevant statements required [8 (1)-(3)]

· Note: requirement for a ‘management commentary’ [8 (2) (a)], not necessarily the same as the existing explanatory foreword
· Disclosure of disposals of land at less than best consideration required [8 (3) e]

· Proper officer responsible for ‘true and fair view’ and their statement of responsibilities [8 (5)]

· Proper officer to sign and date balance sheets by 30 June and submit to audit. (i.e. presumably no other signatures required for unaudited statements)
· Copy of unaudited (clearly marked) accounts to be placed on website [8 (7)]

Public Inspection (section 9)

· Public notice of inspection period required. Advertise by 11 July (or next working day) for 14 days on the authority website.[ 9 (1)-(3)]

· Fixed inspection period: 25 July (or next working day) for 15 working days [9 (4)]

Approval of Audited Statement of Accounts (section 10)

· Audit committee (or similar) to consider approval of accounts by 30 September [10 (1)]. 

· Signing of final statements required [10 (2)-(5)]:

	When
	Statement
	Signed By

	Before approval
	Management Commentary 
	Proper Officer, Chief Executive & Council Leader


	Before approval
	Annual Governance Statement

	Chief Executive, Council Leader

	Before approval

	Remuneration Report
	Chief Executive, Council Leader

	Before approval
	Statement of (Proper Officer) Responsibilities

	Proper Officer 

	Before approval

	Balance Sheets
	Proper Officer (true and fair view)

	After approval

	Statement of (authority) responsibilities (presumably signifying approval of accounts)
	Member as nominated


Publication of Audited Statement of Accounts (section 10)

· Publication of statements, audit certificate and audit report(s) by 31 October [11 (1)]

· Publication on website, required to be retained for at least 5 years [11 (2)]

· Same requirements apply to specific Audit Reports [11 (3)-(4)] (from a quick review of the legislation cited this may potentially include:
· Reports on matters arising for the authority or public to note; Best value reports; Community Planning reports,

· Special reports (re items contrary to law, negligence, misconduct, failure to account, incorrect debiting / crediting to accounts, failure to act to remedy an issue)

· Orders issued by Scottish Ministers following recommendations received from the Accounts Commission)

Remuneration Report 

· For named individuals the Scottish Government proposes requiring disclosure of the ‘cash equivalent transfer value’ of pensions. Views on this proposal are requested.

No Legal Requirement for an Audit Committee 

· The proposals do not include a legal requirement for an authority to establish an Audit Committee. Views on whether this should be included are requested.

APPENDIX B
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David Henderson
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Edinburgh
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27 January 2009                                    


DRAFT

Dear David,   


Request for a Review of Finance Circular 5/1985 and SSI 1985 / 267

During the 2007/08 Scottish local authority annual accounts and audit process debate and discussion arose at LASAAC concerning the precise requirements relating to the signing of a Scottish local authority’s annual financial statements. This resulted in a wider consideration of the existing regulations (Scottish Statutory Instrument 1985 / 267) and whether any amendments or additions to the regulations would be desirable. In addition LASAAC has also considered the content of the ‘Accounts and Audit Regulations 2003’ and the Audit Commission Act 1998 (both as amended) which apply in England.

LASAAC believes that a variety of areas, noted below, would benefit from amendment and updating. It is however appreciated that such regulatory changes may impact on a wide variety of bodies, that different parties may have directly opposed views and that full consultation on any proposals would be required. Therefore LASAAC agreed on 10 November 2008 to formally request the Scottish Government to review the regulatory requirements.

Specific Areas Suggested For Review

1. Status of Accounting Guidance

Clarification of the status of accounting guidance, in particular that issued by LASAAC, would be beneficial.

2. Responsibility for Internal Control

Consideration could be given to making a local authority, and any other body affected by the regulations, explicitly responsible as a corporate body for ensuring that adequate internal controls are in place. 

3. Annual Review of System of Internal Control
A review should consider the merits of regulations requiring an authority or other body to conduct a review of its system of internal control.   

4. Authorisation of Submitted Accounts

Clarification of the approval process prior to submission of the financial statements for audit would be beneficial. Consideration may also be given as to whether council approval should be required prior to submission.

5. Public Inspection Process

The role and purpose of the existing ‘public inspection process’ for the financial statements would benefit from review and challenge to ensure that it is still necessary and achieves its objectives.

6. Public Inspection of Vouchers

The current arrangements allowing the public to inspect all “books, deeds, contracts, bills, vouchers and receipts” relating to the submitted accounts should be reviewed given the implementation of the Freedom of Information Act 2000. 

7. Public Inspection of Submitted Accounts

The requirements could be usefully updated to require financial statements  submitted for audit to be made available on the relevant body’s website (where one exists).

8. Audit Completion

Consideration could be given as to the desirability of setting a statutory deadline for the completion of the audit process and the publication of final audited accounts. 

9. Final Accounts Laid Before Authority

Clarification, or amendment, of the requirements for presenting the final accounts to the authority or body would be beneficial.

10. Publication of Final Accounts

The requirements could be usefully updated to require the final accounts to be made available on the local authority website (where one exists).

11. Public Notice of Any Order Made by Secretary of State

Regulation 7 of SSI 1985 / 267 appears to be redundant and could be removed or possibly updated to reflect legislative changes.

The above comments are made as a suggested starting point for a review however it is accepted that any exercise would, almost certainly, lead to other suggestions for change. 

Your views on this request would be appreciated, along with an indication of the potential timetable for such an exercise. If you, or a member of your staff, wish to discuss the contents of this letter further please, in the first instance, contact Gareth Davies on 0131 559 3604.

Yours sincerely
On behalf of LASAAC 
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