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5 December 2007 
 
 
Dear Franck, 
 
 
Consideration of Petition PE 1050 

 
I refer to your letter dated 24 October 2007 which sought the views of LASAAC on 
the above petition.  The principal objective of LASAAC is to develop and promote 
proper accounting practice for local government in Scotland.  Proper accounting 
practice is a statutory requirement under section 12 of the Local Government in 
Scotland Act 2003.  The status of LASAAC derives from circular 5/1985 which was 
issued under Section 105 of the Local Government (Scotland) Act 1973. 
 
 
LASAAC has, over the course of the past year, undertaken a project, the outcome of 
which will be the modernisation of the arrangements for accounting for the Common 
Good.  Two key features will be to ensure consistency in the financial reporting 
arrangements for Common Good funds and the requirement for Common Good asset 
registers.  It may interest the committee to know that LASAAC is now in the process 
of finalising its proposed guidance, Accounting for the Common Good fund: A 
Guidance Note for Practitioners.   
 
 
The principal focus of this guidance is of course on accounting.  The complexities of 
the Common Good means that LASAAC has recognised that accounting guidance in 
itself will not, nor is it intended to, address all of the wider concerns of, or interests 
of stakeholders in the Common Good.  It is however an important first step in 
matching the historic Common Good with the modern era in which local authorities 
now operate. 
 
 
In conducting the project, the Committee was aware of heightened interest in the 
Common Good generally.  This was evidenced by the work of the Parliamentary 
Public Petitions Committee itself and ongoing exchange of articles in the national 
press.  LASAAC did anticipate that at some point, our work could usefully inform this 
wider interest.  Consequently I am pleased to be able to provide comments, on 
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behalf of LASAAC, to enable the Committee to progress its consideration the current 
petition.  These comments are designed also to aid the committee’s wider 
consideration of matters relating to the Common Good generally. 
 
 
LASAAC’s comments are drawn from the results of research into the Common Good 
to support its project and from the direct results of consultation.  In addition, the 
following documents and records were also consulted in preparing this response: 
 

• Petition 1050; 
 
•  the official report of the committee’s debate on 23 October 2007; and  

 
• the SPICe briefing on Petition 1050.   

 
 
In providing these comments, it is important to note that LASAAC cannot comment 
on the specific asset (or local authority area) referred to or indeed provide an 
interpretation of legislation as indicated in the official report.  LASAAC, because of its 
project, has been able to identify issues where there is scope for work by others, 
some of which may require legislative action. 
 
 
Accounting Arrangements 
 
At the outset, it may interest the Committee to know and understand the current 
accounting arrangements for Common Good funds.  Accounting by local authorities is 
governed by a Statement of Recommended Practice (the SORP) which is developed 
by LASAAC and CIPFA and which is applicable to all local authorities throughout the 
United Kingdom.  The SORP represents proper accounting practice under the 2003 
Act referred to above. 
 
 
The SORP has consistently recognised the legislative distinction of the Common 
Good.  That legislative background effectively ring-fences the Common Good and 
demonstrates that the expectation of primary legislation was that it does in fact 
remain separate from the local authority.  This legislation has been consistently 
interpreted in accounting terms as a requirement to prepare and disclose a separate 
set of financial statements for the Common Good and as such was not covered by 
the SORP.  The consequence was that Common Good funds, while reported by all 
local authorities, are not reported in a consistent manner. 
 
 
The proposed guidance from LASAAC proposes an accounting treatment which 
preserves the legislative distinction of the Common Good while setting out a 
consistent approach to financial reporting.  The proposals from LASAAC were 
accepted by a significant majority of stakeholders who responded to the consultation. 
 
 
Asset Registers 
 
Financial reporting is of course the expression of stewardship.  It is rightly expected 
that financial reporting will be underpinned by supporting information and records.  
In particular, records of assets held by the Common Good was the subject of a 
proposal from LASAAC and this also generated significant interest from consultees. 
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Again it is important to appreciate both the background to, and the practice of local 
authorities.  The requirement for local authorities to hold asset registers is relatively 
recent.  Indeed, the requirement was introduced by a change to how local authorities 
accounted for capital expenditure and fixed assets and was introduced in Scotland in 
the mid-1990’s.  Until this point most local authorities would not have held or 
maintained what are now recognised as asset registers.   
 
 
This more recent requirement may, over time, have been compounded by: 
 
• the historic nature of the Common Good which may encompasses assets which 

are more than one hundred years old; and possibly 
 

• the effect of successive local government reorganisations. 
 
 
Against that background, LASAAC does recognise the importance of asset registers 
as a means of recording all fixed assets held.  Consequently, the guidance will state: 
 
 
“Local authorities should…take such reasonable steps as necessary to ensure that 
Common Good assets registers support fixed assets recognised in the Common Good 
balance sheet.  To ensure the integrity of items included within the asset register, 
the title of each item identified as belonging to the Common Good should be 
demonstrable.” 
 
 
Overwhelmingly, the clear area of interest from individual and group commentators 
who responded to LASAAC’s consultation was on the use of Common Good assets by 
local authorities.  Some commentators referred to the conduct and practices of 
specific local authorities.  Much of that comment was outwith the remit of both the 
review and of LASAAC itself.  It may be indicative however of the level of interest in 
the Common Good. 
 
 
The compilation of an asset register for Common Good funds may represent the 
greatest challenge for local authorities in implementing LASAAC’s proposed guidance.  
LASAAC promotes best practice and encourages local authorities to have asset 
registers in place by March 2008.  LASAAC does acknowledge however that, for some 
local authorities, there may be practical issues in meeting this timescale.  In 
acknowledgement of this, LASAAC proposes that a transitional period for the 
implementation of asset registers is established.  This would enable those local 
authorities facing practical difficulties, time to review and record Common Good 
assets prior to finalisation of the Common Good asset register by 31 March 2009. 
 
 
Implementation of the LASAAC guidance would appear to satisfy, at least in part, the 
broad issues debated by the Committee and the petitioner on recording the assets of 
the Common Good.   
 
 
The Legislative Position of the Common Good 
 
Consideration of the legal position or of the use of the Common Good was beyond 
the remit of both the project and LASAAC.  Nevertheless, the work carried out on 
that project has resulted in the formulation of preliminary views which may be of use 
to those who in turn may be required to consider the need for further action.  The 
basis for this reflection is principally the comments drawn from consultation.   
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Comments on legality made by respondents can be categorised into the following 
sub-categories which address a lack of clarity on: 
 

• the specific statutory duties of local authorities in relation to the Common 
Good, including sale of assets and power to borrow; 

 
• statutory responsibilities of elected members; and 

 
• the precise legislative status of common good assets. 

 
 
Expert commentators were able to quote legislation which purported to clarify the 
legislative basis for the Common Good.  Authoritative legislative text however 
covering both primary legislation and regulation was found to collectively span more 
than five hundred years.  The range of varying comments received by LASAAC on the 
legislative position may in itself, be the prima facie consequence of the lack of 
consolidated and authoritative legislation, the existence of which would assist in 
clarifying the status of the Common Good.   
 
 
It is the view of LASAAC that there remains scope for clarification of the policy 
intention on the relationship between the Common Good, the local authority and the 
role of elected members.  LASAAC considers that this is a matter for the Scottish 
Government.  It may be that until authoritative or consolidating legislation is 
introduced, the range and type of debate and comment evident from LASAAC’s 
consultation and from the petitions submitted to the Committee will continue. 
 
 
In concluding these short comments, I recognise that the Committee may wish to 
engage further with LASAAC and I would welcome the opportunity for my team to 
provide further information to the Committee, whether in a formal or informal 
setting.  In any event, should you require clarification on any aspect of this 
submission, please, in the first instance, contact Don Peebles on 0131 559 3613. 
 
 
 
 
Yours sincerely 
 
 
 
 
Grant Macrae 
Chair 
LASAAC 
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