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Item 6. LASAAC 19/11/14
To: 

LASAAC     
From:

Gareth Davies
Date:

19 November 2014
Subject: 
CIPFA-LASAAC Code Board 

Purpose of Paper
1. This paper relates to:
· LASAAC representation on CIPFA-LASAAC

· Code 2015/16 Development

· Streamlining & simplification of the accounts

LASAAC Representation on CIPFA-LASAAC 
2. The current LASAAC representatives are:

Nick Bennett
Fiona Kordiak (LASAAC Chair)

Derek Yule (substituting for LASAAC Vice Chair)

Russell Frith
<Vacancy>
Named substitutes are: Ian Robbie; Ian Lorimer.
The Scottish Government has an ‘observer’ status member on CIPFA-LASAAC. 

3. Under the previous constitution the LASAAC constitution the Chair and Vice Chair are ‘ex officio’ members of CIPFA-LASAAC. 
4. LASAAC will wish to identify a nomination for the existing vacancy.

5. CIPFA-LASAAC nominated Derek Yule as the finance practitioner representative on the Financial Reporting Advisory Board (FRAB) following Bruce West’s withdrawal.

6. CIPFA-LASAAC meetings for 2015 are:
	Date
	Location
	Expected Key Focus re Code Development

	4/3/15
	Edinburgh
	Initial consideration of factors influencing 2016/17 Code development



	2/6/15
	London
	Development / review of the Code 2016/17 consultation (Invitation To Comment)


	4/11/15
	Edinburgh
	Consideration of consultation responses




Code of Practice 15/16- Consultation Responses / Code Development
7. CIPFA-LASAAC considered the 2015/16 Code consultation responses on 5 November. 39 responses were received, 7 were Scottish responses (18%). 
8. Key issues considered at the meeting are noted below: 
IFRS 13 Fair Value (FV) Measurement
· Responses indicated significant majority (85%) support for the overall approach proposed 
· PP&E operational assets at existing use value (i.e. no change to existing valuation). – proposed treatment agreed.
· PP&E Surplus Assets valuation at Fair Value – proposed treatment agreed, although it was noted that this differed from FReM proposals.
· IFRS 13 application to financial liabilities such as LOBOs – it was agreed that specific Code amendment was not indicated but that additional guidance from the Local Authority Accounting Panel (LAAP) may be helpful.
· Immaterial IFRS 13 disclosures – it was agreed that the Code should indicate, not just for IFRS 13, that detailed disclosures are not required where they are not material. In terms of PP&E  an example cited was changes in the FV hierarchy used for specific assets, which may frequently not be material.

· Enhancement of IAS 16 (PP&E) disclosures to implement IFRS 13 FV disclosure objectives. It was agreed that this proposal should not proceed in order to limit the additional burden and extent of disclosure notes. Instead a requirement that IAS 16 (PP&E) disclosures include relevant detail on valuation techniques is preferred.
· Difference between existing use value and ‘highest and best’ use (e.g. where FV > EUV). No change to the proposed treatment which indicates that the disclosure requirement will not apply to operational PP&E.
PP&E – Frequency of Valuations
· Rephrasing of the proposed wording was suggested. No change to underlying Code approach that a ‘short period’ is, at most, 5 years. An indication that this is an interpretation of the IAS 16 requirements was requested. 

· Application to PP&E Surplus Assets (to be measured at FV) was discussed with no changes to the Code anticipated (i.e. valuation frequency as for other PP&E)
Heritage Assets
· The proposed approach which maintains the existing allowance for valuations to be made by an “appropriate and relevant” method was discussed, with clarification that this is an interpretation.
MiRS Disclosures – Statutory Adjustments / Transfers Between Reserves
· The proposed approach which specifically requires appropriate aggregation or disaggregation of the constituent elements in the disclosure notes in order to provide a relevant presentation.

Local Authority Accounts (Scotland) Regulations 2014

· The amendments were not subject to external consultation. CIPFA-LASAAC agreed to amend the Code 15/16 to reflect the legislative requirements. It was agreed that, given that the amendments were based on legislation with no interpretation that public consultation was not required.

LGPS Statements – IFRS 13 Disclosures re Fair Value
· CIPFA-LASAAC agreed not to change the requirements of IFRS 13 as adopted for pension funds. This is subject to confirmation that the technical interpretation is correct. 
9. LASAAC representatives on CIPFA-LASAAC will be requested to review the draft Code 2015/16 at the same time as it is submitted to the Financial Reporting Advisory Board (FRAB) for consideration.
10. All LASAAC members will be asked to accept or reject the Code 15/16 when a final version is available (expected February).
Simplification of the Accounts 
11.  CIPFA-LASAAC discussed the findings of a review of 20 local authority financial statements and comments received from authorities as part of the recent consultation.
12. Key issues considered are noted below: 
Length of the Financial Statements
· For 2013/14 the average length was 157 pages (longest 243; shortest 105).

· Some authorities have restructured their statements to provide focused / summarised information initially, with more detail (eg disclosures etc) at the rear.

Movement in Reserves Statement
· The level of detail required to support an analysis of the difference between accounting requirements and statute was discussed with a suggestion that minor items should be amalgamated. The role of statutory mitigation was discussed.
· The presentation of the ‘ear marked’ portion of the General Fund balance was identified as an aspect for further consideration.

· Issues arising from the difficulties in presenting prior year information meaningfully for the MiRS were discussed. The application of materiality was raised with further consideration by the review group proposed.
Comprehensive Income and Expenditure Statement
· The absence of a clear statement of budget out-turn was discussed, with a contrast to the FReM requirements for a ‘resource outturn’ summary. It was noted that this was often included, in various forms, in the explanatory foreword.

· The requirement for the SEA to be used on the face of the CIES was also discussed, and whether an authority’s management structure would be more appropriate was considered.

Explanatory Foreword
· Note that in Scotland the legislative requirement is now for a ‘Management Commentary’ with guidance on the content expected to be issued. LASAAC involvement in the development of this guidance is currently anticipated.

· A key focus can be expected to be the role in interpreting the financial statements.
13. Following the discussion at CIPFA-LASAAC options and examples for the above are to be developed for further consideration.
Committee Action 
14. The Committee is requested to 

· Nominate a member to fill the existing LASAAC vacancy on CIPFA-LASAAC
· Note the amendments proposed for the Code 15/16
· Note the developments being considered for the streamlining and simplification of the Code
LASAAC is funded by:
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