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Item 7. LASAAC 23/10/19
To: 

LASAAC     
From:

Gareth Davies
Date:

23 October 2019
Subject: 
Review of LASAAC Guidance on Reserves 

Purpose of Paper
1. This paper sets out the preliminary proposed objective for the review of the existing LASAAC guidance “The Statutory Basis for Accounting and Disclosing Reserves in Local Authorities in Scotland.”(2005, copy provided as Appendix A).
Existing Guidance  
2. The existing guidance sought to provide clarity in the following areas:
Direct reserve accounting (the direct charging of income or expenditure) to reserves was prohibited
The different reserves applicable at that time, and the basis for them:

· Fixed asset restatement account

· Capital Financing Account

· Usable capital receipts reserve

· Pensions Reserve

· Fund balances & reserves comprising:

· General Fund

· Renewal and repair fund

· Capital fund (and usable capital receipts)

· Insurance fund

Disclosure of ear-marked balances

Separate identification of HRA balances (although noted that it is formally part of the General Fund)

The existence of local powers allowing other funds to be presented

The role (eg purpose and use) of reserves
Requirement to Review the Guidance
3.  A review of the guidance is indicated as necessary due to:

The issue of LASAAC Guidance on IFRS 9 Financial Instruments - Earmarking of gains not available to fund services, which implements specific requirements as to when some gains in the General Fund should be regarded as being available to fund services (ie should not be considered as available when setting council tax).
The existence of CIPFA’s LAAP Bulletin 99 local authority reserves and balances (2014) which may also be referred to by authorities

Increasing pressure on and interest in the level of council reserves, especially in the context of providing assurance regarding financial sustainability.
The role of IJBs in utilising reserves to support balance of care transformation as partnerships intended to achieve the integration of health and social care.
Recent discussions in England regarding the potential to present ‘negative’ ear-marked reserves relating to Dedicated Schools Grant, largely on the basis that the [English] government is anticipated to allow future funding to be used to reduce the deficit. This has resulted in a recent consultation in which the government has suggested it may introduce specification into the DSG arrangements that 

“the local authority may not fund any part of the overspend from its general resources, unless it applies for and receives permission from the Secretary of State to do so”.
Work Plans
4.  The target is to develop revised guidance for February / March. Joseph McLachlan and Paul O’Brien have volunteered to act as lead oversight reviewers. 

Committee Action 
5. The Committee is requested to 

· Discuss and provide direction regarding the objective, scope and relevant references for revised guidance 
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