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Item 6. LASAAC 11/03/15
To: 

LASAAC     
From:

Gareth Davies
Date:

11 March 2015
Subject: 
CIPFA-LASAAC Code Board 

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

· Code 2016/17 Development

· Simplification & Streamlining of the accounts

· Transportation Infrastructure Assets

· CIPFA-LASAAC Position Statements

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
Joseph McLachlan
Named substitutes are: 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 may wish to identify an additional named substitute. 
5. CIPFA-LASAAC nominated Derek Yule as the finance practitioner representative on the Financial Reporting Advisory Board (FRAB).
6. CIPFA-LASAAC met on the 4 March. Further meetings for 2015 are:
	Date
	Location
	Expected Key Focus re 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




CIPFA-LASAAC Meeting 4 March 2015 – Key UK/ Scotland Agenda Items
2016/17 Code Development: Items for Consideration
Italics indicate notes added based on discussions at the meeting.
7. Items already agreed for inclusion:
· Transport Infrastructure Valuation

· Implementation of simplification & streamlining review recommendations when determined

· Review of section 6.5 – reporting by pension funds (LGPS) including the potential impact of the new SORP
· Application of group accounts to LGPS where there is an LGPS subsidiary was raised
8. Legislative requirements to be reflected in the code:
· Equal pay statutory guidance (Scotland)

· Potential changes to statutory repayment of debt (Scotland) No change in wording anticipated
9. Narrative reporting: CIPFA-LASAAC is considering the impact of lessons from the IIRC Pilot (Integrated Reporting Framework – 6 capitals model). The lessons are not expected to be available to influence the 16/17 Code. For 16/17 two options are considered:

· Generally align to the FReM requirements (this may be a short term change)

· Maintain the current approach with suitable amendment regarding feedback from the simplification working group

The impact of changes to the English ‘accounts and audits’ regulations which affect English & Welsh narrative reporting for 15/16 was discussed 
10. Amendments to existing IFRS requirements and standards. 
11. Future standards not expected to affect 2016/17 but where early indication and awareness is considered relevant:

· IFRS 9 Financial Instruments (revision): FRAB Report on IFRS 9

 HYPERLINK "https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/389078/FRAB__122__04_-_IFRS_15.pdf" 
 
· IFRS 15 Revenue from Contracts with Customers FRAB report on IFRS 15
Advance notification to help identify the possible financial impact arising from implementation was noted.
12. A review of the IPSASB Conceptual Framework regarding relevance to UK local government.
13. Other developments that are not considered to immediately affect the planned 2016/17 Code consultation but which may impact in due course:
· IFRS Leases project
· IFRS Disclosure Initiative
· IASB Conceptual Framework
Simplification and Streamlining Working Group
14. The working group, including LASAAC members, considered a number of options regarding presentation practices:
1. Full IFRS (leading to removal of statutory reversals)
2. Simplified version of the current approach
3. Adaptation of full IFRS to reflect statutory funding requirements
4. Provide a specific ‘Funding Statement’, with the other statements following full IFRS (suitable for public sector)
5. No change 
15. Other aspects considered:
	CIES
	Based on management structures with two possible approaches:

· overheads (eg support services) not required to be absorbed (e.g. shown as a separate line)

· all overheads to be absorbed in each management line (i.e. a ‘total cost’)


	MiRS
	Simplification options:
· Remove details of earmarked reserves

· Eliminate the differentiation between SDPS & Other CI&E

	Segmental Analysis
	Consideration of approach re:
· Subjective analysis (type of expenditure)

· Objective analysis (purpose of expenditure), based on management structures)



16. Points raised at CIPFA-LASAAC:

· It was suggested that clarity on the objectives were required. Simplification for users was regarded as primary but it was noted that reducing the resource burden in preparing the accounts would be expected by practitioners

· A key focus should be on linking the IFRS based accounts to the actual out-turn (on a statutory basis). Achieving this through the narrative commentary was generally favoured.

· The removal of the requirement to apply SeRCOP in the annual accounts was discussed.

· Simplification and less prioritisation of the Movement in Reserves Statement. Discussion arose on the role of the statement and the provision of clarity for readers in understanding the purpose and use of different reserves and earmarking of reserves.
Transport Infrastructure Assets
17. Key issues raised for CIPFA-LASAAC consideration for the Code 16/17:
· Draft revisions indicate Transport Infrastructure will not be regarded as part of P,P&E but as a separate class
· Carriageway element to be a single asset for accounting purposes (position re non-carriageway assets to be determined)
· Requirement to use Depreciated Replacement Cost as specified in the Infrastructure Code;

· replaced components may be assumed to be fully depreciated

· the cost of replaced components is a proxy for the carrying value of the replaced part (agreed that it may be a proxy)
· Annual deprecation calculated according to the Infrastructure Code

· Accumulated depreciation treatment anticipated to be restatement of the accumulated depreciation figure (not elimination) 

· Separate disclosure table for Transport infrastructure assets (different accounting policies; large scale of value; separate line on face of balance sheet)
· Transition arrangements: full restatement anticipated but transition arrangements re the revaluation reserve may be indicated. 

18. At CIPFA-LASAAC :
· A request for additional finance practitioner representation on the Project implementation Steering Group (PISG) was made
CIPFA-LASAAC position Statements
19. CIPFA-LASAAC has determined to develop policy position statements to explain and guide its decisions. The following position statements were reviewed:
· Schools (England & Wales but approach may affect any similar situations in Scotland in future)

· IFRS 13 Fair Value

· Streamlining of the Financial Statements (agreed that this would be reviewed in light of discussions)
· Materiality

20. CIPFA-LASAAC suggested additional position statements be developed on:
· Infrastructure Assets
· Pension Fund Reporting

Committee Action 
6. The Committee is requested to 

· Nominate an additional named substitute for CIPFA-LASAAC
· Nominate or recommend a Scottish finance practitioner to participate on the PISG

· Note CIPFA-LASAAC proposals for the Code 16/17; including simplification and Transport infrastructure valuation
LASAAC is funded by:
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                            The Scottish Government
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