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Item 5. LASAAC 17/11/16
To: 

LASAAC     
From:

Gareth Davies
Date:

17 November 2016
Subject: 
CIPFA-LASAAC Code Board 

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

· Development of 17/18 Code of Practice
· Highways Network Asset
LASAAC Representation on CIPFA-LASAAC 
2. The current LASAAC representatives are:

Ian Lorimer (LASAAC Chair)

Gillian Wooolman (LASAAC Vice Chair)

Nick Bennett

Russell Frith
Joseph McLachlan
Named substitutes are: George Murphy (an additional vacancy exists).
The Scottish Government has an ‘observer’ status member (Hazel Black) on CIPFA-LASAAC. 

3. Under the LASAAC terms of reference the Chair and Vice Chair will normally be representatives on CIPFA-LASAAC.
4. CIPFA-LASAAC met on the 9 November. The minutes and papers will be available for review.

5.  Future meetings are:
	Date
	Location
	Expected Key Focus re Code Development

	09/11/15
	London
	Consideration of the Code 2017/18 consultation responses

	08/03/17
	Edinburgh
	Planning for 18/19 Code development

	06/06/17
	London
	Development of the 18/19 Code consultation

	07/12/17
	Edinburgh
	Consideration of the Code 2018/19 consultation responses


Meeting of 9 November. 
6. This paper was primarily drafted before the meeting. An overview of the agenda and papers issued are provided below. Additional comments based on discussions at the meeting are shown in italics, and are conditional upon confirmation in the approved CIPFA-LASAAC minutes.
7. The agenda included:

· Highways Network Asset: Current value implementation 2016/17

· Code 17/18 Consultation responses re: 

·  Changes for implementation in 2017/18

· IFRS 9 Financial Instruments (2018/19 implementation)
· IFRS 15 Revenue from Contracts with Customers

· Dialogue with stakeholders and key messages in the financial statements

Highways Network Asset

8. A paper was submitted outlining proposals in the event that updated Gross Replacement Cost rates, as required by the HNA Code, are not available.
9. A verbal update will be provided at LASAAC. 
Code 2017/18 Consultation: 2017/18 Implementation Items
10. Seven specifically Scottish organisations responded to the ITC.

11. The main ITC proposals which would affect 2017/18 annual accounts include: 
	
	Proposals Affecting 2017/18
	

	
	Item
	Brief Comments
	Responses Overview

	A
	Narrative Reporting
	No immediate impact for Scottish authorities. May provide an opportunity for requirements across the UK to be consolidated in future.


	Comments primarily related to English application. The Scottish Government may potentially review or withdraw statutory guidance and rely on Code requirements in future years.


	B
	Going Concern
	No significant change to Code proposed except ‘shall’ rather than ‘should’ The ITC outlines the rationale for going concern and notes that where concerns exist additional information could be provided.


	Minor wording change proposed. 

	C
	Review of Accounting Policies (Telling the Story)
	Accounting policy ‘boilerplate’ is discouraged with only significant policies suggested. The list of policies has been reduced. Incorporating accounting policy explanations within disclosure notes is encouraged by the ITC.


	Proposal to remove placing the need for judgement on accounts preparers. Reference to IAS 8 also added to provide a reference that will assist accounts preparers. 

	D
	Pension Fund Investments – Transaction Cost Disclosures
	Proposal to make transaction cost disclosures (amount per category; explanation of costs) obligatory.

 
	Some divergent responses were received. Mandatory disclosure agreed.

	E
	Chapter One Restructure
	No change to requirements but restructured on a ‘territory by territory’ basis.


	Proposed changes regarding the scope and applicability of ACOP in Scotland. Agreed.


	F
	IAS 7 Debt Transparency /

IAS 12 Income Taxes
	IAS 7 disclosure requirements proposed. This would generally require a disclosure reconciling an authority’s opening and closing debt (financing liabilities) balances.

IAS 12 Income Taxes re deferred tax assets. Probably only relevant in group situations.


	Debt reconciliation: proposed to be retained
Requirements retained but moved to Cash Flow Statement.
Income Taxes: no proposed changes to the draft. Agreed. 

	G
	Scottish capital and Loans Fund Accounting Regulations


	The ITC included changes for the Local Authority (Capital Finance and Accounting) Regulations 2016.
	Some further amendments are proposed following the issuance of relevant statutory guidance. Other changes to reflect Scottish statutory requirements proposed. Agreed.


	F
	Legislative Changes (Scotland: Capital Finance & Accounting Regulations)
	Changes made to reflect The Local Authority (Capital Finance and Accounting) (Scotland) Regulations 2016 (SSI 2016/123).
	Agreed.


Code 2017/18 Consultation: 2018/19 Implementation Items
12. The ITC  also included proposals to include Appendices in the 17/18 Code which provide details of the planned requirements relating to new IFRS standard developments. The requirements would not apply until 2018/19 at the earliest.

	
	Proposals Affecting 2018/19*

[*assumed effective date 1 April 2018]

	
	ITC Overview
	Responses Overview

	A
	IFRS 9 – Financial Instruments

Some significant changes, particularly in respect of:

· Financial assets classifications – Available for Sale FA removed. Potentially more Financial Assets will be FVPL where changes in fair Value will impact directly on fund balances.

· Impairment of financial assets -an expected loss (forward looking) approach which modifies the existing ‘incurred loss’ (trigger event / evidence).

The potential for a financial management impact, both on transition (change) and on an annual basis is notable. The extent of impact may affect implementation plans.


	Areas for CIPFA-LASAAC consideration were noted as:

· Designation of equity instruments as FV-OCI&E. The ITC draft permits such designation but queries were raised regarding definition. This may be important in the event of volatility in the value of the equity. Clarity over definition may therefore be a key area of judgement. ITC wording agreed.
· Designations of FIs to FVPL. Agreed.
· Impairment of financial assets: was a key area of question and comment. The FReM may adopt a simplified approach which would be easier to implement but which could increase ‘day one’ (initial recognition) impairment losses. No change at present but situation reserved dependent on FRAB decisions.
· Impairment of fines and penalties: clarification may be required as to whether there is a ‘contract’ or not. CIPFA-LASAAC may consider whether to adopt a ‘principles based’ approach (requiring this judgement) or to use a restrictive ‘rules based’ approach (specifying only NDR and Council Tax as being non-contractual). Principles based approach agreed.
· Treatment of LOBOs discussed – more clarity re application to call option agreed.

· Hedge accounting – the ITC proposed only permitting the IFRS 9 treatment (not the old IAS 39 approach).  Agreed.
· Disclosures – additional wording on disclosures re collateral held proposed. Agreed.
· Presentation in CIES: interest items etc now proposed to be included in ‘Financing and Investment I&E’ line, not shown on separate lines. Agreed.
· Potential requests to relevant administrations for statutory mitigation were noted in the paper.
· CIPFA TM Panel requested to work on the practical implementation impact of the proposals


	B
	IFRS 15 – Revenue from Contracts with Customers

The new standard replaces many different standards covering revenue recognition. IFRS 15 generally adopts a ‘performance obligation’ approach outlined in 5 steps which links the recognition of revenue to the completion of identified ‘performance obligations’.


	Areas for CIPFA-LASAAC consideration were noted as:

· No significant changes to the ITC draft are proposed
· The potential for a ‘reduced disclosure’ framework based on US-GAAP as applied to the public sector was raised.

Possible reduced disclosure arrangements to be considered.


Code 2018/19 Development
13. No other significant new accounting standards (other than IFRS 9 and IFRS 15 – see above) are expected to be implemented, although the following may apply:

· IAS 40 Investment Property – amendments

· Annual Improvements to IFRS

· Insurance Standard

14. Additionally a working group on IFRS 16 Leases is being established with implementation assessment anticipated to take place in 2017. The paper to CIPFA-LASAAC included an overview briefing. HM Treasury has undertaken an initial assessment and will establish a technical working group.

Committee Action 
15. The Committee is requested to 

· Note the contents of this report
LASAAC is funded by:
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                            The Scottish Government
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