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	Abstract

	This paper has been produced to provide clarification of the requirements in the Building Schools for the Future (BSF) Outline Business Case (OBC) Guidance in respect of Accounting Opinion requirements for PFI Credits.
The document is intended to assist Partnerships for Schools (PfS) Project Directors (PDs) in supporting projects through the development of fully compliant OBCs and should be used as a supplement to existing guidance on the production of the OBC.
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Accounting Treatment of BSF PFI Projects

1. Context.   
This paper has been issued following the Department of Communities and Local Government (DCLG) letter of 18 November 2008, which is appended to this Guidance.

1. Current Guidance.  
In paragraph 5.7 the OBC guidance currently states:
“Within the OBC, the authority must conduct an initial qualitative assessment of the likely accounting treatment of the Private Finance Initiative (PFI) projects. 

In particular authorities are expected to have fully developed their demand risk section of the accounting treatment assessment.”
and
“The authority should append the results of their own accounting treatment along with evidence of support from their auditor at Appendix 8 of the OBC.”
2. New Requirements.  
· For projects reaching financial close before 31 March 2009 the above still applies. It will affect accounting presentation for the year ending 31 March 2009.
· Projects reaching financial close after 31 March 2009 will only be accounted for using International Financial Reporting Standards; the current OBC guidance is therefore not relevant.
· Instead, each local authority should carry out an analysis of its project, and state in the OBC and Final Business Case (FBC) what it believes the likely accounting treatment will be.  It is for the local authority to determine whether it needs to seek outside opinion of its financial adviser and/or external auditor in doing this. It is anticipated that BSF PFI projects are likely to be treated as ‘on balance sheet’, so where the local authority concludes that it is ‘off balance sheet’, PfS will expect to see supporting advice from either the financial adviser or external auditor.

Appendix

18 November 2008


	Local Authority PFI programme managers

Partnerships UK

4ps

	Our Ref:


Your Ref:



Accounting opinion requirements for PFI credits
A current pre-requisite for PFI credit support (as set out in CLG's Local Government PFI Project Support Guide) is that local authorities should produce an initial accounting view, following the methodology in Technical Note No 1 (Revised) How to account for PFI transactions. Central government recognises that this requirement is almost certainly not going to produce information which will still be current when the contract is actually signed, given the change in accounting arrangements which will be made in April 2009.
Given this, the accounting view criterion will be changed for local authorities with immediate effect. Local authorities should now include in their Outline Business Case their best view of the likely accounting position assuming that available draft IFRS guidance* is put in place for 2009-10. At the same time, authorities should continue to include risk registers showing the likely risk profile of the contract.
Authorities submitting Final Business Cases should continue to produce a provisional view if the project is due to reach financial close before the end of March 2009. However, if financial close will be later than this, then a best view should be provided of the likely accounting position assuming that available draft IFRS guidance is put in place for 2009-10.

Yours faithfully,

Simon Oliver
* www.cipfa.org.uk/pt/download/LAA_SORP_2009_ITC_exposure_draft.pdf
