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Annual Accounts 2015-16 and FRS102 Update 

 

Purpose  
 
For review and approval. 
 
Summary 
 
Further to the report to the 18 January 2016 Audit Committee and subsequent detailed 
summary to Audit Committee members, this paper presents the draft revised Accounting 
Policies for review and approval by the LGA and Company Boards to comply with the new 
FRS102 reporting standards.  
 
The policies also include a change in Accounting Policy that will be required in order to 
present a true and fair view in the LGA's consolidated accounts and those of the 
Improvement and Development Agency to exclude the consolidation of the accounts of the 
Public Sector Audit Appointments Limited. 
 
In addition, attached at Appendix A-C are extracts from the accounts of both the group and 
the individual entities (Local Government Association, Improvement and Development 
Agency and Local Government Association Properties). These appendices show the impact 
of the implementation of FRS102 by comparing the restated and original presentation for the 
financial year 2014/15. 
 

 
Recommendations:  
 
That the LGA Leadership Board is requested to: 
 

i. approve the amended accounting policies for the Local Government Association 
Accounts and the Group Consolidated Accounts; and 

ii. note the amended accounting policies for the Improvement and Development 
Agency and Local Government Association Properties. 

 
Action 
 
Strategic Finance Manager to reflect the revised policies in producing the 2015/16 Statutory 
Accounts.  
 

 

Contact officer:   Paul Brack 

Position: Strategic Finance Manager 

Phone no: 0207 187 7309 

E-mail: Paul.brack@local.gov.uk 

mailto:Paul.brack@local.gov.uk
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Annual Accounts 2015-16 and FRS102  

 
Background 
 
1. The Financial Reporting Council (FRC) revised financial reporting standards in the United 

Kingdom and Republic of Ireland.  The revisions fundamentally reformed financial 
reporting, replacing existing standards, one of these new Standards is FRS 102; the 
Financial Reporting Standard applicable in the UK and Republic of Ireland.  The objective 
of the Standard is to enable users of the accounts to receive high-quality understandable 
financial reporting proportionate to the size and complexity of the entity and users’ 
information needs.    

 
2. Appendices A-C report show revised Accounting Policies for the LGA, Improvement and 

Development Agency and LGA Properties to comply with these new standards. Where 
there are changes to the existing policies the text has been highlighted. Note there are 
not expected to be changes to the Local Government Management Board Accounting 
policies arising from these changes. 
 

3. The policies also include the change in Accounting Policy that will be required in order to 
present a true and fair view in the LGA's consolidated accounts and those of the 
Improvement and Development Agency. The issue relates to the consolidation of the 
Public Sector Audit Appointments Limited Company’s (PSAA) accounts into the 
consolidated accounts, creating a significant increase in income and expenditure of the 
group, without improving the consolidated accounts financial position. 
 

4. PSAA is a wholly owned subsidiary and in normal circumstances would be consolidated. 
We have asked for confirmation from our external auditors that subject to the approval of 
the boards, the above entities do not to consolidate PSAA’s numbers for the following 
reasons: 

 

4.1. The LGA/IDEA do not control the entity - the IDEA appointed the first director, the 
rest has been down to the company itself, which is fiercely independent of the LGA. 

 
4.2. The Group is not able to share in assets or profits of the company, and surplus funds 

at the end of the arrangement with DCLG must be returned to the clients, as outlined 
in the memorandum of understanding. 
 

4.3. Removal will allow the LGA financial statements to show a true and fair view. Adding 
an expected £82 million to both income and expenditure, relating to PSAA would 
give the impression that the group is a much larger organisation than it really is. 
 

5. We have received confirmation from PKF Littlejohn our external auditor that the above 
change is acceptable.   
 

6. The Audit Committee has reviewed and approved the amended policies for onward 
recommendation to the Leadership Board and the Improvement and Development 
Agency and Local Government Association Properties Company Boards. 
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Recommendation 
 
7. That the LGA Leadership Board is requested to: 

 
7.1. approve the amended accounting policies for the Local Government Association 

Accounts and the Group Consolidated Accounts; and 
 

7.2. note the amended accounting policies for the Improvement and Development 
Agency and Local Government Association Properties. 


