








Item 10. LASAAC 23/08/17

To: 		LASAAC     

From:		Hazel Black, Gareth Davies 

Date:		23 August 2017

Subject: 	Accounting for Insurance 


Purpose of Paper

1. To consider potential revision and updating of existing LASAAC guidance on accounting for Insurance Funds. 

Background

2. In reviewing Local Financial Returns (LFRs) the Scottish Government has identified some apparent variations in accounting practice relating to Insurance Funds. 

3. A meeting to discuss the appropriate treatment was held with:
a. Hazel Black (Scottish Government)
b. Paul O’Brien (Audit Scotland)
c. Gareth Davies (LASAAC secretary)

4. LASAAC considered a report on key issues in May 2017. These included:

· Maintaining and reinforcing the use of an Insurance Account for in year income and expenditure, with the full balance on the Insurance Account to be reflected in the Comprehensive Income and Expenditure Statement (CIES)

· The reflection of internal insurance premiums as expenditure in service revenue accounts (i.e. as service expenditure in the CIES)

· Whether a distinction should be made between internal insurance premiums and specific contributions to / from the Insurance Fund; or whether the two should be treated in the same manner.


· Treatment of any surplus / deficit on the Insurance Account in accordance with ““the surplus or deficit of trading operations which are not allocated back to services”

· The charging of provisions, when created or amended, to the Insurance Account

5. Areas specifically noted for LASAAC consideration are outlined below.

Draft Guidance

6. [bookmark: _GoBack]It was agreed that draft guidance, to revise and replace the 2005 document, should be developed. An initial draft, prior to engagement with key stakeholders (eg Insurance Fund Managers) has been developed (attached as Appendix A).

7. Any proposed replacement guidance will, after further development with stakeholders, require consultation with stakeholders. 


Committee Action 

8. The Committee is requested to 

· Approve or amend the draft guidance in Appendix A

· Approve the engagement of key stakeholders, particularly Insurance Fund managers, in the further development of the guidance prior to formal consultation
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