POLICY NOTE

THE LOCAL AUTHORITY (CAPITAL FINANCE AND ACCOUNTING)
(SCOTLAND) (CORONAVIRUS) AMENDMENT REGULATIONS 2022

SSI 2022/XXX

The above Regulations, if approved by the Scottish Parliament, will be made in exercise of
the powers conferred by section 165 of the Local Government etc. (Scotland) Act 1994 and
section 105(1) of the Local Government (Scotland) Act 1973. The Regulations are subject to
affirmative procedure.

Purpose of the Regulations

1. To extend, for one further year, the amendment to The Local Authority (Capital Finance
and Accounting) (Scotland) Regulations 2016, to allow a local authority to reduce the
statutory repayment of loans fund advances that would have been due to be repaid in either
the financial year 2020-21, 2021-22 or 2022-23, but in only one of these years. The
reduced amounts must be repaid in future financial years.

2. To extend, for one further year, the delay to the deadlines for completion of audit of
local authority accounts for the 2021-22 financial year.

3. To delay, for one year, amendments to provisions about the way local authorities
determine loan fund repayment provision, so that this is based more fully on proper
accounting practice.

Policy Objectives

In order to respond to the financial pressures faced by local authorities as a result of the
pandemic, the Scottish Government worked jointly with the Convention of Scottish Local
Authorities (COSLA) to identify a package of financial flexibilities for local authorities to
address the funding pressures in 2020-21. These flexibilities were enacted through the Local
Authority (Capital Finance and Accounting) (Scotland) (Coronavirus) Amendment
Regulations 2021 (the 2021 Regulations) which amend the Local Authority (Capital Finance
and Accounting) (Scotland) Regulations 2016 (the 2016 Regulations).

At that time the Scottish Government considered that these short term measures were
sufficient. It was not foreseen that the pandemic would continue to have such an impact or
for such an extended period. As such, these Regulations seek to extend amendments to the
Local Authority (Capital Finance and Accounting) (Scotland) Regulations 2016, to be made
by the 2021 Regulations, for a further year. The Scottish Government does not anticipate that
any further extension will be required.

Part 4 of the 2016 Regulations , places a duty on a local authority to maintain a loans fund
and make statutory repayments of loans fund advances. A loans fund advance recognises the
amount of capital expenditure that a local authority has determined should be met from
borrowing.



One of the financial flexibilities agreed with COSLA to address the funding presssures in
2020-21 was to allow a local authority to reduce the statutory repayments of loans fund
advances that would have been due to be repaid in either the financial year 2020-21 or 2021-
22.

These Regulations provide a local authority with the power to reduce the statutory
repayments of loans fund advances in either the financial year 2020-21, 2021-22, 2022-23,
but in only one of these years. If statutory repayments are reduced the Regulations require
planning for the repayment of that amount in future financial years.

In order to facilitate the extension to the loans fund repayment holiday, the Regulations also
defer, by one year, the provision made by the 2021 Regulations, to alter the existing
repayment provisions in regulation 14 of the 2016 Regulations with a new provision,
regulation 13(3), which requires repayments to be made in accordance with proper
accounting practices. This provision was originally due to take effect from 1 April 2022.
Proper accounting practices are defined in The Local Authority (Capital Finance and
Accounting) (Scotland) Regulations 2016 as those practices set out in section 12 of the Local
Government in Scotland Act 2003 (the 2003 Act).

To ensure appropriate time is provided, the new provision requiring repayments to be made
in accordance with proper accounting practices will not take effect until 1 April 2023.

Separately, the Regulations also amend The Local Authority Accounts (Scotland)
Regulations 2014. Audit Scotland requested a change to the audit completion deadline for
local government 2021-22 Annual Accounts. Delays to completion of the 2019-20 and 2020-
21 local authority accounts and the audit of those accounts, arising from the pandemic, have
continuing consequences for the timely completion of the 2021-22 accounts. As a result,
Audit Scotland have requested a further one year extension to the audit completion deadline
for the 2021-22 annual accounts of local authorities from 30 September to 30 November
2022. The change in the audit completion date only applies to the 2021-22 Annual Accounts,
with the 30 September date being reinstated from the 2022-23 Annual Accounts.

Consultation

Amongst other powers, the Local Authority Accounts (Scotland) Regulations 2014 are made
under section 105(1) of the Local Government (Scotland) Act 1973. Before making
regulations under this section, the Scottish Ministers are required to consult with such
associations of local authorities as appear to them to be concerned.

The Scottish Government worked jointly with the Convention of Scottish Local Authorities
(COSLA) to identify a package of financial flexibilities for local authorities to address the
funding pressure. One flexibility identified was the reduction in the statutory repayment of
loans fund advances. This was subsequently agreed by Scottish Ministers.

Whilst Audit Scotland did not participate in the development of the financial flexibility they
were informed of the work and the proposal at an early stage and raised no issues with the
proposal. They requested the change to audit completion deadlines. No consultees expressed
any concerns about the Audit Scotland proposal to amend the audit completion deadlines.



A short consultation with a draft of the SSI was undertaken with all Scottish local authorities,
COSLA and Audit Scotland.

Impact Assessments and Financial Effects

As the amendment regulations relate solely to an extension of the regulations laid in 2021, no
impact assessment is required. A Business and Regulatory Impact Assessment (BRIA) was
completed to accompany the original policy note in 2021. The financial effect of this policy is
only on local government, it changes the repayment profile of the statutory repayments to be
made to the loans fund. It does not change the total amount to be repaid to the loans fund, i.e.
it is cost neutral over the life of that loan. There is no business impact. There are no impacts
on child rights and wellbeing, equalities, data protection, strategic environmental, fairer
Scotland or Island Communities.
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