
LASAAC MINUTES

Meeting of 12th March 2007, Radisson Hotel, Edinburgh

Present:
Grant Macrae, Lynn Brown, Derek Yule, Russell Frith, Bruce West, Jim Aird, Hazel Black, Derek Glover, Nick Bennett, 
Apologies
Muir Wilson, Karen Kelly, Ian Robbie
In attendance:
Don Peebles, Angela Scott

	Minute Ref
	
	Action

	
	Grant welcomed both Bruce West and Jim Aird to their first meeting of LASAAC.

	

	1/07
	Apologies

Apologies were received from Muir Wilson, Karen Kelly and Ian Robbie.

	

	2/07
	Minutes of the Meeting held on 21st November 2007
Grant reviewed each page of the minutes which were subsequently approved as an accurate record.

Russell referred to minute 39/06 and updated the Committee on accounts and audit regulations in the charity sector in Scotland.  Russell reminded members of the key issues which were, conflict between existing primary legislation (including the Local Government Scotland Act 1973) and whether Accounts Commission appointed auditors can audit charities.  There had been no consultation on draft regulations and subsequent discussions with the Scottish Executive has not resolved matters other than a minor permissive legislative amendment to allow Accounts Commission Auditors to audit charitable bodies.
All local authorities at present are required to comply with the 1973 Act and charitable bodies are required to prepare a full set of financial statements for all registered charities.  Russell advised that some local authorities have numerous charities including one which has in excess of 50 registered charities.

Grant confirmed his understanding that the Charity SORP would apply and that this was potentially an onerous task for local authorities.

Derek Glover offered assistance to facilitate further discussions with the Scottish Executive in particular, the Public Services Group.

In response to a question from Lynn, Russell advised that his proposal to resolve the matter would be:
1. A single set of accounts for charitable bodies within local authorities
2. clarification of the audit/independent examiner requirement, based on the size of the charity, requirements of the trust deed or any other legislation hence application of S106 of the 1973 Act.

Russell further advised that discussions were continuing with OSCR but expressed the view that it would be useful to the debate if the CIPFA Directors of Finance Section formulated and expressed a view.

Nick asked on the likelihood of amendment to the regulations and Russell confirmed that this had been explored but that this was unlikely and that the removal of charitable bodies from S106 would require primary legislation.  Russell also confirmed that failure to compile financial statements for all registered charities would not breach the local government SORP but would be a breach of the Charities SORP.
Grant commented that if charitable bodies did not produce financial statements that it would be a matter for OSCR to address.

Hazel considered that the solution going forward would be to consolidate charities, which can be undertaken formally with OSCR.

It was agreed that Russell will write further to the Scottish Executive Public Services and will update Don to enable a briefing to be provided to the Directors of Finance on Friday 16th March.


	R.Frith

R.Frith
D.Peebles

B.West.


	3/07
	Membership & Attendance 
It was noted that Karen Kelly had now completed her term as a LASAAC member and it was agreed that the Committee should formally acknowledge her positive contribution to LASAAC in a letter to Karen.
The CIPFA Directors of Finance Section would now be asked to provide a further CIPFA representative.


	D.Peebles
B.West



	4/07
	CIPFA/LASAAC Meeting 1 February 2007 / Proposed Modifications to CIPFA/LASAAC Constitution
Agenda items 4 and 5 were taken together.  Grant acknowledged that the minutes had been completed and issued on a timely manner.

Grant asked for comments on the proposed constitutional changes.

Derek Glover agreed that the proposal to grant observer status to the Scottish Executive was appropriate and that the Public Services Group should be represented.

Nick advised that the joint committee now has a wider representation and is no longer a committee with equal membership referring to the proposed increase in membership representation from both Wales and England.  

Lynn agreed that the position has now moved on and members were in agreement with the proposed membership changes which reduces LASAAC membership by one but grants formal observer status to the Scottish Executive as a devolved administration.
Debate turned to the proposed name change from the CIPFA/LASAAC Joint Committee to the Local Government SORP Board.

It was recognised with some concern that the proposed change would diminish the identity of both LASAAC and CIPFA and that there should be some caution in changing the title.  It was noted that LASAAC would no longer be highlighted on the SORP.

Derek Glover commented that retention of the LASAAC model was one which the Scottish Executive would wish to continue and agreed that the annual report had raised the profile of LASAAC.
Hazel considered that the SORP could continue to refer to LASAAC in say an introductory page.

Nick agreed that the name also effectively breaks the formal linkage of CIPFA as a SORP preparing body, uniquely in the profession but that the Institute’s PFMB had approved the changes.

After further debate it was agreed that while PFMB could provide CIPFA approval for the changes, agreement would also be required by LASAAC.

In conclusion on the constitutional changes Grant summarised the Committee’s view which was to agree to the rebalancing of the membership but that the Committee’s views should be formally expressed to PFMB in a letter to Ian Carruthers on the proposed change of name.  The proposed title should be reconsidered to one which retains the identity of LASAAC and CIPFA. 

Nick also advised the Committee that he had tendered his resignation in completion of his three year cycle as Chair of CIPFA/LASAAC.  One further observation from the minutes was the proposal to introduce a website for the Joint Committee and considered that the LASAAC website was the model to be followed.
Grant complimented Nick on his time as Chair and referred to the improvement to the SORP that he had overseen as Chair.


	D.Peebles

	5/07
	SORP 2007: New Financial Instruments Responses to Draft Statutory Guidance
2007 SORP ITC

Grant advised that 130 responses to the SORP had been received to the SORP ITC which demonstrated the increased interest in the SORP.
Nick advised that the next scheduled meeting of CIPFA/LASAAC had been delayed which enabled further time to consider the large volume of responses but also to await responses which had been received after the deadline from key stakeholders notably, PWC and the NAO.  Nick observed that his understanding was that the responses had revealed no great disagreement in principle but some areas had been identified e.g. guarantees.  Nick further observed that some comments revealed that 2006/7 adjustments had yet to be fully understood and that it may be that there was misunderstanding in Scotland in particular of the 2006/7 changes.

Derek Yule commented that the late release of guidance may be a contributory factor and that some confusion was understandable.  Derek further observed that missing deadlines by some stakeholders was not an ideal position. 

Debate turned to the 2007 SORP generally and that ordinarily LASAAC would be considering responses to the SORP at the March meeting.  

It was agreed that there were two issues:

1. 2006/7 issues which would be addressed in Scotland by the CIPFA Local Government Technical Update and the Finance Advisory Network and the recent release of the CIPFA Practitioners Guidance Notes.
2. LASAAC comments on the 2007 SORP.

It was agreed that the Committee would await the summary of SORP responses which should be available shortly to all CIPFA/LASAAC members and that this would be made available to all LASAAC members for comment. 
Financial Instruments Draft Statutory Guidance

Hazel advised that changes (where required to the draft guidance) will be completed this week to ensure formal issue by April 2007.

Hazel asked for Committee views on the following points from issues raised by responses to the draft statutory guidance.

1. Status and Order of SORP and Draft Statutory Guidance

Hazel considered that the order is that the SORP applies first followed then by the adjustments required by the draft statutory guidance and that this would support CIPFA/LASAAC on compliance with UK GAAP.  This was agreed.
2.  Premiums and Discounts held at 31 March

Hazel requested the views of the Committee on 
· whether a full review of loan debt restructuring activity in 2006/7 will be required as indicated by the SORP ITC.  Statutory guidance will be applicable from April 2007 although SORP ITC suggests review of all activity from April 2006.  

· premiums and discounts on the 31 March 2007 balance sheet required to be revisited and where they could not be attributed to an individual loan should be written off.
Russell advised that he would expect a full review unless the statutory guidance stated otherwise and that while the impact on council tax was neutralised, the profile of how premiums were calculated may be different.
Derek Yule questioned what would be achieved and it was agreed that despite the information gathered in 2006 local authorities would not have the information readily at hand.

There was also debate on the intention of the guidance.  Lynn expressed the view that the intention was to draw a line at 2006/7 after which the SORP and the statutory guidance would apply.  Both Bruce and Jim agreed that this was the understanding.  After further debate it was agreed that the guidance should be modified accordingly to which Hazel agreed.  It was further agreed that this means that the SORP would be ‘overwritten’ on these points and Nick agreed that if the guidance was released in advance then it may be possible to incorporate this in the SORP.
3.  Overhanging Premiums on Modified Loans

The issue was the treatment of premiums not yet charged to revenue when further refinancing takes place.  Hazel suggested that an actual period be applied for write off rather than a notional 5 years (or other notional period).  After debate this was agreed as reasonable.
4.  Loan Debt Restructuring

Issue for debate was when loans are refinanced it will be as part of a ‘package’ although the SORP ITC and the statutory guidance does not clarify whether consideration should be loan by loan basis or as part of a package.  There was general debate on the likely future impact upon refinancing.  There was general agreement that there may be some change in behaviour in that some future refinancing may not be possible.  Lynn confirmed her understanding that behaviour will in fact change.  Bruce considered that some incentive will still remain for treasury managers.
There was debate on the approach which it was considered, would be the approach as determined by the SORP (which in turn would be driven by FRS 26).  It was not certain what the content of FRS 26 prescribed or indeed if it was in fact prescribed by the standard.  
It was agreed after further debate that this would likely be a matter for the SORP, subject to confirmation of the content of the standard).
5.  Soft Loans
The matter for consideration was the preference of both LASAAC and Audit Scotland for ‘Approach B’ as proposed in the SORP ITC and what changes were required to the guidance.
Derek Yule considered that Approach B enabled transparency and that in any event local authorities should have a bad debt provision.  

Russell agreed that in such cases loans should be demonstrable but also written down.

Debate centred upon the extent to which local authorities would be required to revisit and reconsider all soft loans at 31 March.  Derek Glover considered that there was only limited time to undertake this.  Debate on the level of soft loans in Scotland identified that there was at least one material ‘soft loan’.
Grant proposed that again, as for premiums and discounts, that a line be drawn at 31 March with SORP compliance thereafter.  This was agreed.

	D.Peebles

All members

H.Black

N.Bennett

H.Black

H.Black

H.Black



	6/07
	Local Authority Audit Opinion – True & Fair View
Grant introduced the letter from Nick as Chair of CIPFA/LASAAC to audit bodies seeking views on a proposal to move from a ‘presents fairly’ basis’ to  ‘true and fair view’.  Grant welcomed the initiative and expressed his own view that a move to true and fair might require implementation of new FRS’s earlier than the existing SORP timetable.

Nick considered that for some practitioners this debate may only be theoretical but for some the continuation of ‘presents fairly’ maintained a low credibility for local authority accounts.  This view where held was now no longer merited given progress towards full UK GAAP compliance and disguised the effort applied to updating the SORP annually.  Initial responses received to the letter had been positive although Nick commented that the Audit Commission  had taken the opportunity to bundle other issues in their response to be resolved.  Nick then advised that having written to the audit bodies it was now for debate.

Russell observed that there was more than one definition of true and fair and reflected on the various types of governmental body which currently report true and fair.  Russell also confirmed that legislative change would not be required in Scotland and that the final say on this matter would rest with the Accounts Commission who approved the format of the audit certificate for local authorities.  Russell considered that the only issue for clarification was for the audit opinion and what it should cover e.g. HRA.
Nick referred to Grant’s comment on timing and commented that the current requirement is for 3 months consultation.  The cut-off date for applicable standards is 30th September.  Nick also commented that the local government SORP is the only one which is subject to annual review.

Russell agreed but commented that FRS’s when introduced still apply to those bodies.

Nick reflected on the early implementation of FRS 17 compared to FE colleges and the leading role played by local authorities although acknowledged that early implementation was not required.
The Committee supported the proposal by Nick and it was agreed that while there was no requirement for a formal response from LASAAC at this stage, that members should act as advocates for the proposal. 

	All members

	7/07
	Accounting for the Common Good
Don briefly updated the Committee on progress on the current project which is being taken forward with a small group including Ian Robbie and Tim Bridle from Audit Scotland.  The group met in February and reviewed the project brief which was being undertaken against a background of an increasingly high profile of the common good and the role of OSCR where common good funds were registered as charities (8 common good funds were registered).  Despite this, the group was focusing upon the core project which was to produce accounting guidance.  Relevant questions currently being asked by the group included is the common good a single entity? And should the common good be excluded from the single entity accounts.  Mr Bert Allison from Renfrewshire Council had contributed to the group by compiling his council’s common good accounts in accordance with the Charity SORP.  The common good accounts of all local authorities were presently being examined to identify best practice while seeking to clarify the role of OSCR and of those local authorities who had taken the charities test.
Russell considered that the question of whether the common good was a single entity was a good one and worthy of resolution.
Hazel advised that the Scottish Executive may be considering whether to intervene in common good funds and that possible intervention may be seeking assurance on, or advising local authorities that assets should be properly recorded and accounted for.
Angela cautioned that the project should focus upon accounting and should not result in policy comment.
In response to a question from Grant, Don confirmed that the project was on schedule for production of draft guidance by Autumn 2007.

	

	8/07
	LASAAC Workplan
It was agreed that the plan should be updated to reflect expected input from Don and Ross Brennan on the 2007/8 Practitioners Guidance Notes.

	D.Peebles

	9/07

	LASAAC Annual Report 2006/7
Don confirmed the intention to produce an annual report for 2006/7 in similar format to last year.  Topics for inclusion included financial instruments standards, common good and the SORP.

It was agreed that the following members would contribute articles on the following topics:

· Hazel Black -financial instruments standards

· Ian Robbie – common good

Grant, Lynn and Jim agreed to contribute as an ‘editorial board’.

A project plan will be produced which will set out the key timescales and an indication of text requirements.

	H.Black
I.Robbie,

G.Macrae

L.Brown

J.Aird
D.Peebles

	10/07
	FRS 17 Trading Operations – Letter from Scottish Executive
The letter from Scottish Executive to Directors of Finance was noted.  In response to a question from Lynn, Hazel confirmed that she had not received a formal response from CoSLA but that a response would in fact be welcomed.
Bruce advised that his authority was in the process of critically reviewing all STO’s with the potential for taking a different view of both significance and the extent to which they are in a competitive environment.

Grant advised that it would be useful of the Committee could be kept informed of all developments on any possible CoSLA response.  It was agreed that the matter would be raised at the forthcoming CIPFA Directors of Finance Section meeting on Friday 16th March.


	A.Scott


	11/07
	LAAP Update
The written report from Ross Brennan was noted by the Committee.


	

	12/07
	AOB
Community Justice Authorities

Russell confirmed that these bodies do fall within S106 of the 1973 Act and that the first accounts will be produced for the period to March 2008.  The appointed auditor will be the auditor as appointed to the ‘record keeping authority’.

Lynn advised of her understanding that there was a potential issue on VAT for the bodies.  Angela understood that a CoSLA group was seeking advice on VAT.  Russell confirmed that for 2006/7 expenditure will be administration only and VAT may not be relevant for that year.
It was agreed that this matter would be added to the workplan and that any progress by CoSLA would be identified at the forthcoming CIPFA Directors of Finance Section meeting on Friday 16th March.

BID’s
Hazel advised that primary legislation will shortly be introduced which formalises BID’s in Scotland from April 2007.  It was agreed that this should be added to the workplan and that CIPFA/LASAAC should be informed of this development as this would be a matter for the 2007 SORP. 

Grants at Year End

The matter of how grants should be treated at 31 March was discussed.  Russell confirmed that unspent grant monies which were unconditional should be incorporated into the general fund at 31 March as an earmarked portion.  This matter had arisen in 2005/6 where ring fenced grant monies previously treated as creditors by local authorities were considered by Audit Scotland to be more appropriately part of reserves.

Nick considered that this approach was worthy of being revisited in that when LASAAC had previously considered reserves there was no intention to recognise grant monies.  It was however recognised that while authorities may identify a creditor, the Scottish Executive would not be recognising a debtor.

Capital grant

Hazel sought the Committee’s view on whether a letter of clarity should be issued from the Scottish Executive to explain that grant monies irrespective of title (e.g. capital grant) should be treated in accordance with the SORP.  It was agreed that rather than intervention the matter would be advised to the forthcoming CIPFA Directors of Finance Section meeting on Friday 16th March.

Infrastructure
Don updated the Committee on progress on the infrastructure project in Scotland. The project team had visited and informally consulted the Scottish Executive, SPT and representatives from Glasgow City Council, Renfrewshire Council and North Lanarkshire Council.  (CoSLA and City of Edinburgh Council were both unable to contribute.  One outcome was that the team had been able to recognise the importance and scale of infrastructure assets other than roads such as rail links and tunnels held by SPT.  The contribution by the Director of Roads and Transportation at North Lanarkshire council had also been well received.  When the report is issued there will be opportunity for formal consultation.

	D.Peebles

A.Scott

D.Peebles

B.West



	
	
	


ACTION POINTS FROM LASAAC MEETING OF 12th March 2007
	Minute Ref
	Action
	Responsibility

	2/07
	Russell Frith to make further formal contact with the Scottish Executive Public Services.  Update to be provided to Don to enable a briefing to be provided to the Directors of Finance on Friday 16th March.


	R.Frith
D.Peebles

B.West

	3/07
	Formal acknowledgement of Karen Kelly’s contribution as a LASAAC member.

	D.Peebles

	3/07
	Request to CIPFA Directors of Finance Section to provide replacement CIPFA member to replace Karen Kelly.
	B.West

	4/07
	Letter to PFMB via Ian Carruthers on the proposed change of title.


	D.Peebles

	5/07
	Summary of SORP responses to be circulated to all LASAAC members for comment.

	D.Peebles
All members

	5/07
	Draft Statutory Guidance should be modified, clarification sought as appropriate (and where required any change incorporated in the SORP.)
· Status and Order of SORP and Draft Statutory Guidance

· Premiums and Discounts held at 31 March

· Overhanging Premiums on Modified Loans

· Loan Debt Restructuring

· Soft Loans


	H.Black

N.Bennett



	6/07
	Members to act as advocates for the proposal to move from presents fairly to true and fair.


	All members

	8/07
	Workplan to record the expected input by Don and Ross Brennan to the 2007/8 Practitioners Guidance Notes.

	D.Peebles

	9/07
	LASAAC Annual Report 2006/7 

Project plan to be prepared and managed.

Articles to be provided on financial instruments standards and common good.

Oversight of content undertaken by editorial board.


	D.Peebles

H.Black

I.Robbie

G.Macrae

I.Robbie

J.Aird

	10/07
	CoSLA response to Scottish Executive letter on STO’s to be raised at the forthcoming CIPFA Directors of Finance Section meeting on Friday 16th March.

	A.Scott

	11/07
	Add Community Justice Authorities VAT issue to workplan for monitoring.

	D.Peebles

	11/07
	Seek progress on Community Justice Authorities VAT at CIPFA Directors of Finance Section meeting on Friday 16th March.
	A.Scott

	12/07
	BID’s to be added to the workplan and CIPFA/LASAAC to be informed that this would be a matter for the 2007 SORP. 


	D.Peebles

	12/07
	Requirement to treat capital grant in accordance with the SORP to be advised to the forthcoming CIPFA Directors of Finance Section meeting on Friday 16th March
	D.Peebles

B.West
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