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Item 7 (ii). LASAAC 12/06/14 LATE PAPER
To: 

LASAAC     
From:

Gareth Davies
Date:

12 June 2014
Subject: 
CIPFA-LASAAC Terms of Reference 
Purpose of Report
1. The purpose of this report is to seek approval of the proposed amendments to the CIPFA-LASAAC Terms of Reference. 

Background
1.1
CIPFA/LASAAC commenced a review of its operational arrangements last year.  This included its terms of reference.

1.2
As a result of the review CIPFA/LASAAC recommended a number of detailed changes to its terms of reference.  These include:

· clarification that CIPFA/LASAAC will have due regard to ensuring high quality financial reporting in local government and that it will consider those reports that accompany the financial statements;

· clarification of the process for establishment of sub groups;

· a performance review process for the Board;

· the inclusion of a review period for the terms of reference; and

· clarification of items for the composition of the Board, conduct of meetings and on the approval arrangements for the consultation papers on the Code and the published Code. 

1.2 CIPFA/LASAAC is therefore seeking LASAAC’s approval of its recommendations for the changes to its Terms of Reference (see Appendix A). The changes are identified by means of tracked changes. 
1.3 LASAAC funding bodies will also be provided an opportunity to comment directly, before 20 June, on the proposed terms of reference prior to formal acceptance of the changes.
Committee Action 

1. The Committee is requested to 
· Approve or reject the proposed changes to the Terms of Reference
Appendix A

Summary Notes on CIPFA-LASAAC Agenda for 4 June

Please note this summary is not comprehensive.
A. Code of Practice 15/16 
Discussion expected re items to be included in the Invitation To Comment (ITC):

IFRS 13 fair value ITC Proposals: 

· Introduces a new section with the IFRS 13 definition of fair value, a new specification of how to measure Fair Value and disclosure requirements.

· Disclosures required regarding how fair value has been measured for the assets / liabilities affected. 

· For property, plant & equipment in operational use 

· continued use of Existing Use Value (i.e. no change) but relying on the general description ‘current use value’ to be consistent with the wider public sector

· disclosure to aid understanding of valuation techniques and inputs

· disclosure of ‘fair value’ where this information is available 

· For P,P&E Surplus Assets

· change from EUV (based on last use) to fair value (market value) based on ‘highest and best use’

· change prospective from 1 April 2015 (no prior period restatement)

· valuation cycle: [Exposure Draft 1 para 4.1.2.54]
· Other Code Sections amended include: intangible assets; leases; service concession assets; investment property; intangible assets; non-current assets held for sale; heritage assets; inventories; financial instruments; employee benefits (plan assets); LGPS. 

Other Proposals [selected items only]
· IFRIC 21 Levies: intention to reflect IFRIC 21 that the obligating event is the activity that triggers payment of the levy (which may be progressive or on a ‘threshold’ (step) basis)

· Operating Segments: Disclosure of judgements made in determining the reportable segments

· Related entities: an entity providing key management personnel/services to the authority is deemed to be a related entity

· Heritage Assets (due to changes to UK GAAP): 

· removal of some relaxations regarding valuation (eg any appropriate method, no external valuation, no minimum period) ED 4.10.2.9

· removal of existing Code paras 4.10.4.3 (example limitation on valuation) & 4.10.1.4 (information to help assess value of off-balance sheet heritage assets)

· removal of a full 5 year history of heritage assets (4.10.4.3)

B. Streamlining the Accounts and Narrative Reporting
A paper suggests:

· Update of guidance for using financial statements (How to tell the story)

· Example approach exercise with Birmingham City Council

· Review:

· Prioritisation of key statements (CIES & MiRS) based on comments about the difficulty of reconciling to budget outturns.

· Addressing statutory mitigation impact

· Segmental Reporting / the Service Expenditure Analysis

· Narrative reporting

· Roundtables planned

· Challenge of disclosure requirements in accounts (eg Heritage Assets)

· Good practice & ‘think piece’

· Other aspects:

· Incorporation of IASB work on IAS 1, materiality and disclosures

· HM Treasury simplification & streamlining

· Integrated Reporting (the IRRC <IR> Framework)

· Service Expenditure Analysis role

C. CIPFA-LASAAC Terms of Reference
Proposed changes include:

· New paragraph (1.3) outlining CIPFA-LASAAC general objectives including IFRS / IAS standards adaptation, high quality financial reporting, consideration of of other issues (eg comment on application of relevant best practice)

· Additional clarity on the establishment of sub-groups and their terms of reference

· Composition: 

· No change in overall numbers

· the 9 CIPFA nominations to be split between 7 (CIPFA England) and 2 (CIPFA Wales). 

· 2 NI representatives to be specified by CIPFA NI

· FRC observer to replace ASB observer

· New para re transparency– meetings to be conducted in an open way; wide consultation

· New para re declaration of interests

· Minimum of 3 meetings per year

· Allowance for electronic approval 

· Terms of Reference to be reviewed at least every 5 years

D. Measurement Of Transport Infrastructure Assets
A paper was later provided relating to WGA infrastructure returns for 2012/13.
This indicated: 

· 8.7% of 206 authorities did not provide data
· For those that provided data, concerns exist regarding completeness and reliability; particularly regarding the movements in year analysis
· Increasing use of actual inventory details rather than sampling
· Self-reported readiness (per WGA submission questionnaire) for full data provision in 13/14 has fallen 
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