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Item 7. LASAAC 12/06/14
To: 

LASAAC     
From:

Gareth Davies
Date:

12 June 2014
Subject: 
CIPFA-LASAAC Code Board 
LASAAC Representation 
1. The current LASAAC representatives are:

Nick Bennett
Fiona Kordiak (LASAAC Vice Chair)

Derek Yule (LASAAC Chair)

Bruce West
Russell Frith

Named substitutes are: Ian Robbie; Ian Lorimer. 

2. Under the LASAAC constitution the Chair and Vice Chair are ‘ex officio’ members of CIPFA-LASAAC. LASAAC representation following changes in the post holders may require consideration.
3. The next meeting is on 5 November (London).
LASAAC Meeting 4 June
4. CIPFA-LASAAC met on 4 June 2014. Bruce West and Derek Yule apologised for their absence, Ian Robbie attended as a reserve representative. A summary overview of the agenda was previously provided to all LASAAC members. An abbreviated and slightly amended version is attached as Appendix A. An overview of some discussion points at the meeting is provided below.
Code of Practice 2015/16 Invitation To Comment
5. IFRS 13 Fair Value : 

· Use of the term ‘current use value’ was regarded as potentially confusing, with a preference for retaining Existing Use Value. Diagram proposed to illustrate the valuation requirements and terminology for the variety of assets within PP&E. Terminology alignment with FReM to be further explored.
· Liaison to be continued with RICS to ensure that the RICS Red Book and Code maintain alignment

· Valuations would normally be expected by relevant professionals

· Disclosures: it was agreed that disclosure of fair value (highest & best use) should not be a requirement, even if the data is available
· Disclosures: the extent of disclosures was discussed with suggestions to reduce the detail in the Code. It was agreed that application guidance would be important in ensuring that a proportionate (non-excessive) level of disclosures was provided
· Disclosures: additional clarification to be added that most of the disclosures would not apply to PP&E operational assets. Clarification of requirements for PP&E Surplus Assets to be added. It was noted that the disclosures would apply to other assets/liabilities held at fair value (e.g. financial instruments)
6. IFRIC 21 Levies:
· Additional commentary that IFRIC 21 relates to ‘government levies’ to be added, since some interpretations of ‘levy’ could also include commercial contracts.

7. Legislative changes:

·  The ITC approach to anticipated legislative changes (eg expected regulations) was discussed. Options could include additional consultation, an in-year Code Update or reliance on the precedence of legislation. It was agreed that no decision on the appropriate option(s) would be taken at present.
8. Explanatory Foreword / Management commentary

·  It was noted that the Scottish Government could specify the source of ‘proper accounting practice’ (e.g. either the Code or the FReM) for Scottish councils

9. Adult Health & Social Care (Scotland)

· No significant Code changes are currently anticipated for 15/16. Consistency of treatment of IJB and IJMC approaches may be examined in later years.

10. Timetable:

· Responses likely to be requested for 10 October

· Issue expected mid to late July.

Streamlining of Financial Statements
11. Importance of narrative reporting

· General agreement that narrative reporting (interpretation and explanation) should be a key priority for enhancement

· It was noted that much of the public sector now produced annual reports with summarised financial information. The financial statements were prepared and available if requested.

12. Role of Service Expenditure Analysis (SEA) / SeRCOP:

· The importance of and need for the SEA was discussed. The desire for reporting based on budget / management arrangements was contrasted with the ONS/government reporting based SEA.

13. Project Group / LASAAC Volunteers

· Nick Bennett, Russell Frith and Hazel Black all volunteered to be involved.

CIPFA-LASAAC Terms of Reference
14. LASAAC Funding Body requests:

· The LASAAC Chair noted that a LASAAC funding body had requested consideration be given to a number of points. It was agreed that:

· The terms of reference would state that minutes were to be posted to the website

· Arrangements for self-evaluation to be referenced in the terms of reference.

15. The terms of reference changes will require formal approval by CIPFA (PFMB) and LASAAC. 

Transportation Infrastructure
16. Contract for implementation support in England

· The Dept of Transport has agreed a contract to support the development of a toolkit model for England. In Scotland SCOTS have developed spreadsheet tools.

17. Burden on local authorities

· The potential for authorities to incur a higher ‘reporting burden’ in applying the Transport Infrastructure Code compared to central government application of the FReM requirements was raised. It was suggested that the underlying information used was the same. 
18. Agreed actions:

· CIPFA-LASAAC Chair to write to DoT / HM Treasury requesting confirmation that implementation actions are progressing

· LAAP Bulletin setting out actions and timetable to be developed and open to review by CIPFA-LASAAC. Expected issue July.

Committee Action 

19. The Committee is requested to 
· Note the contents of this report
Appendix A

Summary Notes on CIPFA-LASAAC Agenda for 4 June

Please note this summary is not comprehensive.
A. Code of Practice 15/16 
Discussion expected re items to be included in the Invitation To Comment (ITC):

IFRS 13 fair value ITC Proposals: 

· Introduces a new section with the IFRS 13 definition of fair value, a new specification of how to measure Fair Value and disclosure requirements.

· Disclosures required regarding how fair value has been measured for the assets / liabilities affected. 

· For property, plant & equipment in operational use 

· continued use of Existing Use Value (i.e. no change) but relying on the general description ‘current use value’ to be consistent with the wider public sector

· disclosure to aid understanding of valuation techniques and inputs

· disclosure of ‘fair value’ where this information is available 

· For P,P&E Surplus Assets

· change from EUV (based on last use) to fair value (market value) based on ‘highest and best use’

· change prospective from 1 April 2015 (no prior period restatement)

· valuation cycle: [Exposure Draft 1 para 4.1.2.54]
· Other Code Sections amended include: intangible assets; leases; service concession assets; investment property; intangible assets; non-current assets held for sale; heritage assets; inventories; financial instruments; employee benefits (plan assets); LGPS. 

Other Proposals [selected items only]
· IFRIC 21 Levies: intention to reflect IFRIC 21 that the obligating event is the activity that triggers payment of the levy (which may be progressive or on a ‘threshold’ (step) basis)

· Operating Segments: Disclosure of judgements made in determining the reportable segments

· Related entities: an entity providing key management personnel/services to the authority is deemed to be a related entity

· Heritage Assets (due to changes to UK GAAP): 

· removal of some relaxations regarding valuation (eg any appropriate method, no external valuation, no minimum period) ED 4.10.2.9

· removal of existing Code paras 4.10.4.3 (example limitation on valuation) & 4.10.1.4 (information to help assess value of off-balance sheet heritage assets)

· removal of a full 5 year history of heritage assets (4.10.4.3)

B. Streamlining the Accounts and Narrative Reporting
A paper suggests:

· Update of guidance for using financial statements (How to tell the story)

· Example approach exercise with Birmingham City Council

· Review:

· Prioritisation of key statements (CIES & MiRS) based on comments about the difficulty of reconciling to budget outturns.

· Addressing statutory mitigation impact

· Segmental Reporting / the Service Expenditure Analysis

· Narrative reporting

· Roundtables planned

· Challenge of disclosure requirements in accounts (eg Heritage Assets)

· Good practice & ‘think piece’

· Other aspects:

· Incorporation of IASB work on IAS 1, materiality and disclosures

· HM Treasury simplification & streamlining

· Integrated Reporting (the IRRC <IR> Framework)

· Service Expenditure Analysis role

C. CIPFA-LASAAC Terms of Reference
Proposed changes include:

· New paragraph (1.3) outlining CIPFA-LASAAC general objectives including IFRS / IAS standards adaptation, high quality financial reporting, consideration of of other issues (eg comment on application of relevant best practice)

· Additional clarity on the establishment of sub-groups and their terms of reference

· Composition: 

· No change in overall numbers

· the 9 CIPFA nominations to be split between 7 (CIPFA England) and 2 (CIPFA Wales). 

· 2 NI representatives to be specified by CIPFA NI

· FRC observer to replace ASB observer

· New para re transparency– meetings to be conducted in an open way; wide consultation

· New para re declaration of interests

· Minimum of 3 meetings per year

· Allowance for electronic approval 

· Terms of Reference to be reviewed at least every 5 years

D. Measurement Of Transport Infrastructure Assets
A paper was later provided relating to WGA infrastructure returns for 2012/13.
This indicated: 

· 8.7% of 206 authorities did not provide data
· For those that provided data, concerns exist regarding completeness and reliability; particularly regarding the movements in year analysis
· Increasing use of actual inventory details rather than sampling
· Self-reported readiness (per WGA submission questionnaire) for full data provision in 13/14 has fallen 
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