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Item 6. LASAAC 27/02/19
To: 

LASAAC     
From:

Gareth Davies
Date:

27 February 2019
Subject: 
IFRS 9 Financial Instruments Fair Value Gains Consultation 2018/19 – Feedback Received 

Purpose of Paper
1. To provide details of responses received to the public consultation process and request LASAAC views on the proposed amendments arising.

IFRS 9 Unrealised Gains Accounting Consultation Process
2. The consultation was issued on 24 January 2019 with responses requested by 18 February 2019. A copy is provided as Appendix B.
3. It was circulated to LASAAC contacts, IJB CFOs, the SPT CFO and local authority CFOs. It was also made available on the LASAAC webpages.
4. Two responses were received.
Responses Received
5. An analysis of the comments and responses received is provided in Appendix A. 
6. LASAAC direction regarding the responses received and the proposed actions in response is requested.
7. LASAAC may also wish to consider aspects raised informally in different forums. These include:  
· The impact on the presentation of the General Fund as a usable reserve when part of the balance is not available for use
· Whether unrealised gains are allowed to offset unrealised losses in determining the amount of unrealised gains to be earmarked

· The need for cumulative record keeping of gains and losses on financial instruments

8. LASAAC will also wish to consider whether there is a basis for extending the proposed approach to affect all unrealised gains which may be recognised in the General Fund.  

Committee Action 
9. LASAAC is requested to 

· Review the responses and proposed actions
· Provide direction on further amendments

· Approve the finalisation and issue of the guidance

	
	Appendix B. Item 6. LASAAC 27/02/19


Respondents:

	A.
	Council CFO
	
	

	B.
	Practitioner (on behalf of Council)
	
	

	C.
	IJB CFO
	
	

	D.
	Depute IJB CFO
	
	


Emphasis added to respondent text for ease of reference.

	R
	Item
	Feedback Received
	Comments

	A
	1
	The guidance looks at mitigating the impact of unrealised gains recognised within the CIES at Fair Value hitting the General Fund Reserve and being recognised as an available resource to support Service delivery. Earmarking the gain within the General Fund as unuseable appears to be reasonable treatment however an alternative to this would be to reverse the unrealised gain through the Movement in Reserves Statement and represented in the Financial Instruments Adjustment Account thus moving it to the unuseable portion of the balance sheet reserves. This would perhaps be a cleaner and clearer way to represent this. 


	Summary: A preference for use of a separate, more clearly defined, unusable reserve to hold unrealised gains is noted.

LASAAC has previously discussed this but may wish to re-assess the arguments.

Proposed action: Subject to LASAAC views



	A
	2
	In addition the guidance does not suggest consistent treatment for unrealised losses despite the argument for treating the unrealisable gain as unuseable being valid for losses too. It would therefore be appropriate to extend the guidance to cover losses. 


	Summary: It is suggested that unrealised losses should also be regarded as not affecting the resources available for services.

LASAAC has previously discussed this but may wish to re-assess the arguments.

Proposed action: Subject to LASAAC views



	A
	3
	In respect of all unrealised gains that form part of the General Fund: logically, it would seem reasonable that the treatment is applied consistently. I can’t however think of an example of anything that would fall into this category that would materially affect us. 


	Summary: No examples of non-financial instruments unrealised gains have been identified for the council.

Proposed action: Subject to LASAAC views



	B
	4
	In response to the consultation re IFRS 9 Financial Instruments - Earmarking of Gains Not Available to Fund Services I would comment on behalf of <Council> that where IFRS9 classifications have the potential to lead to volatility in the fair value assessment of assets and where these movements in fair value increase general fund balances that they should not be available to fund services and should instead be earmarked due to the potential volatile nature of the underlying financial asset.


	Respondent appears to support the draft guidance regarding:
(a) Earmarking of FV gain balances

(b) FV losses impacting on balances available for service delivery

Proposed action: No proposed amendments. LASAAC comments requested.
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