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APPENDIX A 

IFRSs with limited application 
to local authorities 

A.1 INTRODUCTION 

A.1.1 A small number of IFRSs are only expected to apply to local authorities in limited 

circumstances. As such, the Code does not include detailed accounting requirements for 

these IFRSs. Where an IFRS is relevant to a local authority, the authority shall comply with 

the requirements of the relevant IFRS. The standards not covered in detail in the Code 

are: 

A.1.2 IAS 12 Income Taxes (as amended 2016), SIC 25 Income Taxes – Changes in the Tax Status 

of an Entity or its Shareholders and IFRIC 23 Uncertainty over Income Tax Treatments 

relate to taxes on an entity’s income (for example, corporation tax). They do not relate to 

accounting for VAT, council tax or non-domestic rates, which are covered elsewhere in the 

Code. IAS 12 is not expected to be relevant to an authority’s single entity financial 

statements. Group entities will account for their own tax; however, a consolidation 

adjustment may be required in the group accounts where group entities have accounted 

for tax under UK GAAP. This standard was amended in December 2010 by Deferred Tax: 

Recovery of Underlying Assets (Amendments to IAS 12). 

A.1.3 IAS 21 The Effects of Changes in Foreign Exchange Rates relates to accounting for 

exchange rates and exchange rate movements. IFRIC 22 Foreign Currency Transactions 

and Advance Consideration provides clarification of the application of IAS 21. IPSAS 4 

provides additional guidance for the public sector. Where local authorities have foreign 

currency transactions, they shall use the spot exchange rate at the date of the transaction 

to record the transaction in pounds sterling. For more complex foreign currency 

transactions, authorities shall refer to IAS 21. 

A.1.4 IAS 29 Financial Reporting in Hyperinflationary Economies and IFRIC 7 Applying the 

Restatement Approach under IAS 29 relate to financial reporting in hyperinflationary 

economies. IPSAS 10 provides additional guidance for the public sector. These standards 

are not expected to be relevant to local authorities. 

A.1.5 IAS 41 Agriculture sets out the accounting requirements for agricultural activities 

undertaken for commercial gain. IPSAS 27 provides additional guidance for the public 

sector. Biological assets that are not held for agricultural activity (eg trees in public parks, 

police horses and police dogs, and the management of biological assets held for research, 
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experimental and public recreation purposes, including breeding for the preservation of 

species and raising in game parks and zoos) are not subject to the requirements of IAS 41. 

Where material, these assets shall be accounted for in accordance with IAS 16 Property, 

Plant and Equipment. 

A.1.6 IFRS 2 Share-based Payment sets out the accounting requirements for payments that are 

made by the transfer of equity instruments. IFRS 2 will only apply to local authorities in 

the rare circumstance that they transfer shares or other equity instruments in a subsidiary 

or associate in return for goods or services received. 

A.1.7 IFRS 4 17 Insurance Contracts specifies the financial reporting for insurance contracts by 

an entity that issues such contracts. The standard does not cover insurance contracts held 

by a policyholder. A number of transactions such as giving a financial guarantee and 

product or service warranties are outside the scope of IFRS 417. 

A.1.87 IFRS 6 Exploration for and Evaluation of Mineral Resources specifies the accounting 

requirements for expenditure incurred while an entity is exploring for and evaluating 

mineral resources; it does not apply after the technical feasibility and commercial viability 

of extracting a mineral resource are demonstrable. This standard is not expected to be 

relevant to local authorities. 

A.1.8 IFRS 17 Insurance Contracts specifies the financial reporting for insurance contracts by an 

entity that issues such contracts. The standard does not cover insurance contracts held by 

a policyholder. A number of transactions such as giving a financial guarantee and product 

or service warranties are outside the scope of IFRS 17. 

Adaptation for the public sector context 

A.1.9 The following adaptations apply to IFRSs covered by this section of the Code: 

A.1.10 IAS 21 The Effects of Changes in Foreign Exchange Rates: local authorities are required to 

account for transactions in pounds sterling, and to present their financial statements in 

pounds sterling. The alternative approaches available in IAS 21 are not permitted by the 

Code. 

A.1.11 IAS 29 Financial Reporting in Hyperinflationary Economies: HM Treasury will notify 

classification of the UK economy as hyperinflationary for the purposes of IAS 29 if 

appropriate. 

A.2 ACCOUNTING REQUIREMENTS 

A.2.1 Where material, authorities shall account for assets, liabilities, income and expenses in 

accordance with the relevant standards. 

A.3 STATUTORY ACCOUNTING REQUIREMENTS 

A.3.1 There are no statutory accounting requirements in relation to transactions covered by this 
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section of the Code. 

A.4 DISCLOSURE REQUIREMENTS 

A.4.1 Where material, authorities shall disclose the information required by the relevant 

standards. 

A.5 STATUTORY DISCLOSURE REQUIREMENTS 

A.5.1 There are no statutory disclosure requirements in relation to transactions covered by this 

section of the Code. 
 


