


	
	Item 1. LASAAC 24/05/18




To: 		LASAAC 

From:		Gareth Davies

Date:		24 May 2018

Subject: 	LASAAC Activities 2017/18: Annual Report 


[bookmark: OLE_LINK2][bookmark: OLE_LINK1]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 2017/18, 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 Representation on CIPFA-LASAAC

6. The development of the Code of Practice on Local Authority Accounting in the United Kingdom (‘the Code’), on an annual basis, is a key means by which LASAAC achieves it stated outcome.

7. LASAAC’s considerations of the accounting and financial reporting requirements of Scottish local government feed into the development of the Code of Practice through representation on CIPFA-LASAAC. This supports the development of a UK-wide Code of Practice which supports the specific needs of Scottish local government.

8. This process enables LASAAC considerations and conclusions on various matters to be reflected in UK wide requirements. Such matters include:

· the application of legislation;
· Scotland-specific policy and structural changes;
· the needs of Scottish stakeholders in local government financial reporting;
· the early assessment of the financial impact of accounting requirements; and
· the practical application of accounting requirements.


ICAS Withdrawal

9. ICAS withdrew from LASAAC as funding body. Consequently LASAAC reviewed and amended its Terms of Reference in consultation with the remaining funding bodies. 

10. No changes to LASAAC’s objectives or remit were considered to be required. 

11. LASAAC, and the remaining funding bodies, however are aware of the importance of stakeholder engagement and representation and amendments were made in the Terms of Reference to strengthen, and provide flexibility, in this aspect of LASAAC activities.

LASAAC Activities

12. Provided as Appendix A is a tabular summary, with hyperlinks, of key LASAAC activities undertaken in support of the objectives and outcomes. 

13. As noted above participation in, and support for, CIPFA-LASAAC is integral to the achievement of LASAAC objectives. Consequently a summary of CIPFA-LASAAC activity for 2017/18 is attached as Appendix B.

Requested Action 

14. LASAAAC is requested to:

· Approve or amend this report prior to submission to the funding bodies




LASAAC is funded by:

[image: AudScot logo black]                       [image: Cipfa_corporate_cmyk]
[image: ICAS Master Logo BW]                            The Scottish Government

APPENDIX A
LASAAC Activities in Support of Objectives 2017/18

	
	Topic
	Activity
	Primary Objectives Supported

	1
	Code of Practice 2018/19 Development
	LASAAC contributed to the development and publication of the 2018/19 Code of Practice through active representation on CIPFA-LASAAC, discussion at LASAAC and the Code public consultation process. 

The key aspects of change relating to Scottish local government were

a. IFRS 15 Revenue from Contracts with Customers was adopted (in Section 2.7 ‘revenue from Contracts with Service Recipients’) and elsewhere in the Code.
b. Amendments to Section 3.4 to clarify segmental reporting arrangements
c. Amendment of Section 5.2. regarding the impairment of non-contractual debts (eg NDR, Council Tax)
d. IFRS 9 Financial Instruments adopted (Chapter 7 Financial Instruments)
e. Removal of a specified list for the analysis of debtors and creditors (Section 5.2/8.1)
f. Changes regarding the Expenditure & Funding Analysis (3.4.2.98 on) 
g. A statement (3.4.2.39) re the Comprehensive Income and Expenditure Statement that 
“As the service segments in the Comprehensive Income and Expenditure Statement are not intended to cover the reporting requirements for IFRS 8 then transactions between segments are not permitted in the service analysis section of the Statement.”

In approving the 2018/19 Code of Practice LASAAC, through CIPFA-LASAAC participation, particularly and specifically considered stakeholder views and concerns regarding the impact of implementing the IFRS 9 Financial Instruments ‘Fair value through profit or loss’ (FVPL) requirements relating to financial assets. In November 2017 a CIPFA-LASAAC statement on IFRS 9 was issued. A CIPFA-LASAAC telephone conference in January 2018 confirmed the approach. It was recognised that the Scottish Government would consider the requirement for statutory mitigation based on evidence arising in 2018/19 concerning the scale and nature of the financial impact on local authorities.

CIPFA-LASAAC will issue a feedback paper outlining the considerations and decisions made affecting the 18/19 Code.


	A, B, E

	2
	Code of Practice: 19/20 Code development
 
	LASAAC representatives have also been involved at an early stage in the development of the 2019/20 Code of Practice planned consultation document. In particular potential presentation and disclosure amendments relating to statutory adjustments are being developed for the Invitation To Comment process.

Additionally, in order to inform future Code development, CIPFA-LASAAC issued a post-implementation feedback request regarding the implementation of IFRS requirements, particularly in relation to:

· Employee benefits (including pensions)
· PFI/PPP (Service Concession Arrangements)
· Group Accounts

	A, B, E

	3
	Code of Practice: IFRS 16 Leases
	Significant changes arising from the adoption of IFRS 16 Leases, scheduled for the 19/20 Code, are anticipated to arise. CIPFA-LASAAC established a working group, with volunteer authorities and other stakeholders involved, to inform Code development considerations. LASAAC ensured that two Scottish authorities were represented on the working group.


CIPFA-LASAAC developed a draft consultation publication, to be issued in alignment with an HM Treasury consultation on possible central government changes, in order to gain feedback on the proposals and assess the impact of implementation. CIPFA also plan to undertake an impact assessment exercise which will inform implementation decisions.

	A, B, D, E

	4
	Statutory Adjustments Review

	LASAAC continued the 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. 

Following initial LASAAC consideration public consultation on proposals to amend existing statutory guidance was undertaken by the Scottish Government. Subsequently revised statutory guidance has been issued by the Scottish Government in a number of Finance Circulars (Numbers 1-3 / 2018).

Presentation Options
Also based on work in 2016/17, presentation in the financial statements was considered. Potential amendments were identified. These have been progressed through:

· CIPFA/LASAAC discussions on the 19/20 Code of Practice relating to:
· The revaluation element of depreciation and impairment charges
· The classification of the re-measurement of defined benefit pension liabilities (assets) as either an accounting based adjustment or a statutory adjustment

· Development of an illustration of statutory adjustments presentation, which can be provided as LASAAC guidance



	A, B, C, D, E

	5
	Internal Transactions and Operating Segments Reporting
	To assist practitioners in preparing for and transitioning to changes in the 2018/19 Code of Practice, LASAAC advice on Internal Transactions and Operating Segments Reporting for the 2017/18 financial year addressed:

· descriptions of different types of internal transactions
· the treatment of internal recharges (controllable budgets)
· three presentation options for 2017/18:
· no elimination of internal recharges (controllable budgets)
· a specific line in the Comprehensive Income and Expenditure Statement (CIES) for elimination of internal recharges (controllable budgets)
· the exclusion of internal recharges (controllable budgets) from the CIES, with a separate disclosure note.

	A, C, E

	6
	Integration of Adult Health & Social Care

	For the 2017/18 financial year LASAAC undertook a clarification review of the existing LASAAC guidance and, making some amendments, updated LASAAC guidance, effective for 2017/18 IJB annual accounts.

Amendments made included confirmation that the guidance is mandatory; rephrasing from ‘expectation’ to ‘should’ for some aspects; reference to a 2017 HMRC VAT letter; identification that the ‘accumulated absences’ statutory mitigation application is now optional; and a statement that zero value (in both years) balance sheet / MiRS statements should not be provided.

	A, C, E

	7
	Accounting for Insurance Funds

	LASAAC commenced a review of existing LASAAC guidance on accounting for Insurance Fund arrangements. The existing guidance was reviewed and analysed by a LASAAC sub-group. Consequently an initial feedback questionnaire was issued, to gather views before the development of revised guidance which will be subject to a consultation process.

[bookmark: _GoBack]Responses were received and will be considered by LASAAC during 2018/19 consideration of the development of replacement guidance. 
 
	A, C, E

	8
	Other LASAAC Activities



	Other LASAAC activities during 2017/18 included:

· a LASAAC representative on CIPFA-LASAAC participates on 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 (eg IJB CFO Section, working groups etc) . 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

Shortened version of the activity details provided to CIPFA-LASAAC on 18 March 2018.

	CIPFA/LASAAC

Activity Programme for 2017


	Month 

	Activity

	January 2017
	Full due process complete for the 2017/18 Code of Practice on Local Authority Accounting in the United Kingdom (the Code). 

	January 2017
	CIPFA/LASAAC invited to comment on Highways Network Asset Briefing Number 4.

	March 2017
	CIPFA/LASAAC meeting

	March 2017
	Issue of the Statement from CIPFA/LASAAC Local Authority Code Board on the Measurement of the Highways Network Asset 

	March 2017
	Call for Feedback on Code Development Programme on CIPFA Website.

	1 April 2017
	Publication of the 2017/18 Code and the Separate Publication including the agreed provisions of IFRS 9 and IFRS 15. 

	April 2017
	Issue of the Technical Information Note 17 (01)  2017/18 Code

	April 2017
	Inaugural meeting of the CIPFA/LASAAC sub group on leases.

	June 2017
	CIPFA/LASAAC Meeting

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

	7 July 2017
	Consultation on 2018/19 Code published 

	July 2017
	Letter to interested parties per the CIPFA/LASAAC Terms of Reference.

	July 2017
	Open letter from the Chair of CIPFA/LASAAC to Treasurers’ Societies (Presidents and Secretaries) sent and issued on the website

	July 2017
	Second Meeting of IFRS 16 sub group,

	August 2017
	For information letter from a group of London Treasurers on the Streamlining of the Accounts including initial comments on CIPFA/LASAAC views given previously on the major proposals – also considered at the November CIPFA/LASAAC meeting.

	September 2017
	Third Meeting of the IFRS 16 sub group

	October 2017
	Fourth Meeting of the IFRS 16 sub group 

	November 2017
	CIPFA call for evidence on the impact of IFRS 9.

	November Meeting
	Meeting highlights include

	November 
	Fifth Meeting of the IFRS 16 sub group to discuss subsequent measurement of the right of use asset.

	13 November 2017

	CIPFA/LASAAC Statement on the Adoption of IFRS 9 Financial Instruments 

	November 2017
	Approval of the 2018/19 Code and the consultation on IFRS 16.

	December 2017

	Post Implementation Review call for evidence issued.



	CIPFA/LASAAC

Activity Programme for 2018
[Limited overview; full details not yet provided to CIPFA-LASAAC]


	Month 

	Activity

	January 2018
	Telephone conference considering representations received regarding IFRS 9 Financial Instruments implementation from 1 April 2018.


	March 2018
	CIPFA-LASAAC Meeting (Cardiff)

	March 2018
	Telephone conference 
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