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Welcome to the ninth edition of CIPFA’s local authority finance director e-newsletter which highlights 

our current consultations. 

 If you have any comments or suggestions on what we might usefully cover in the future, please 

contact Kerry Ace at kerry.ace@cipfa.org.uk  or Alison Scott at alison.scott@cipfa.org.uk  

 

This edition includes the following: 

 

News - consultations: 

 

 Simplifying and streamlining the presentation of local authority financial statements 

 

 Local Authority Accounting Code  

 

 IFAC/CIPFA Consultation Good Governance in the Public Sector and implications for 

local government in the UK 

 

  

Support, guidance and events 

 

 

 

 

 

 

 

 

 

 

 

mailto:kerry.ace@cipfa.org.uk
mailto:alison.scott@cipfa.org.uk


 

 

NEWS – consultations  

Simplifying and streamlining the presentation of local authority financial 

statements 
 

CIPFA/LASAAC is also consulting on the simplification and streamlining of the presentation of financial 

statements/statutory accounts, to better meet the needs of users, based on a clear understanding of 

the purpose of those accounts, and to remove unnecessary burdens from local authority preparers. It 

therefore seeks to consult with both users and preparers of local authority accounts on simplifying and 

streamlining the presentation of local authority financial statements.   This consultation is available on 

the consultation pages of the CIPFA website. 

 

The consultation period closes on 11 October 2013.   

 
Local Authority Accounting Code 2014/15 
 

CIPFA/LASAAC has released the 2014/15 Code of Practice on Local Authority Accounting in the United 

Kingdom (the Code) Exposure Draft (ED) and Invitation to Comment (ITC) for public consultation.  

The 2014/15 Code will apply to accounting periods starting on or after 1 April 2014. 

The proposed amendments in the 2014/15 Code cover changes in accounting standards and other 

areas where CIPFA/LASAAC wishes to seek respondents’ views.    They are anticipated to include 

changes in relation to IFRS 13 Fair Value Measurement.  Last year CIPFA/LASAAC and other public 

sector bodies deferred the adoption of this standard as there was significant debate about its 

application to property, plant and equipment.  CIPFA/LASAAC has reviewed this issue with HM Treasury 

and is proposing an approach which it considers is appropriate for the users of local authority financial 

statements. The proposed approach in the Exposure Draft would result in authorities needing to review 

their current measurements of property, plant and equipment and for some authorities may require 

remeasurement of particular assets.  In such cases CIPFA/LASAAC is proposing a relaxation of the 

measurement requirements of IFRS 13 and IAS 16 Property, Plant and Equipment for a three year 
period and seeks interested parties views on this issue.  

There have been a number of new or amended standards that have been issued by the International 

Accounting Standards Board.  The Exposure Draft in particular includes amendments for the five group 

accounts standards introduced by the IASB in 2011.  

The ITC also features a significant forward issue for local authorities ie proposals to amend the 

2015/16 Code to adopt the measurement requirements of the CIPFA Code of Practice on Transport 

Infrastructure Assets (ie Depreciated Replacement Cost (DRC)).  Interested parties will be aware that 

infrastructure assets are currently measured at depreciated historical cost in the Code.  The proposals 

also consider options for an approach to a “dry run” on the provision of DRC information in the 
2014/15 Code. 

The consultation is available on the consultation pages of the CIPFA website: 

http://www.cipfa.org/policy-and-guidance/consultations  

 

The consultation will close on 11 October 2013. 

 
IFAC/CIPFA ‘Good Governance in the Public Sector’ and implications for local 

government in the UK 
 

http://www.cipfa.org/policy-and-guidance/consultations


 

 

Introduction 

 

During 2011, the International Federation of Accountants (IFAC) and the  

Chartered Institute of Public Finance and Accountancy (CIPFA) decided to work together to develop an 

internationally-applicable framework for good governance. Following an initial review of relevant 

governance literature1; two rounds of informal consultation together with input from a joint 

International Reference Group, comprising public sector governance experts; the resulting document 

Good Governance in the Public Sector was issued for formal consultation on 17th June 2013. 

 

Why ‘another’ governance framework? 

 

The public sector plays a major role in society.2 In most economies, public expenditure forms a 

significant part of gross domestic product (GDP) and public sector entities are substantial employers 

and major capital market participants. The public sector determines the outcomes it wants to achieve 

through different types of ‘intervention’. ‘Interventions’ include enacting legislation or regulations; 

delivering goods and services; redistributing income through mechanisms such as taxation or social 

security payments; and owning assets or entities, such as state owned enterprises. Governments also 

have a role in promoting fairness, peace and order, and sound international relations. 

In order to fulfill its wide range of functions, the public sector must satisfy a complex range of political, 

economic, social, and environmental objectives. This subjects it to a different set of external and 

internal constraints and incentives from those operating in the private sector, all of which affect its 

governance arrangements. Distinctive characteristics of the public sector include, for example, its role 

in providing services in a non-competitive environment because alternative providers do not exist and 

having taxation and other streams of income that are often separate from, and have little causal 

relationship with, expenditure. Public sector stakeholders are therefore interested in issues such as 

whether planned outputs have been delivered and outcomes achieved and in value for money. 

This new governance framework, designed with these nuances in mind, will be important to public 

sector entities at all levels and all stages across the globe, as well as their stakeholders, who want to 

improve public sector governance. It sets out seven core principles for good governance in public 

sector entities. The real challenge for public sector entities, however, remains the implementation of a 

good governance code as it is often the application that fails in practice. The international framework 

therefore underpins each principle with more detailed explanatory material – a series of examples, 

evaluation questions and references to other sources of information. 

 
Defining Governance 

There is no universally agreed-upon definition for the term ‘public sector governance’. What is 

understood by the term appears to vary considerably between jurisdictions. The Framework refers to 

governance as the “arrangements put in place to ensure that the intended outcomes for stakeholders 

are defined and achieved.” ‘Arrangements’ in this instance include political, economic, social 

environmental, administrative, legal as well as other arrangements. 

Effective governance in the public sector encourages improved decision making and efficient use of 

resources. It strengthens accountability for the stewardship of those resources. Effective governance is 

characterized by robust scrutiny, which provides important pressures for improving public sector 

performance and tackling corruption. Effective governance can improve management leading to better 

service delivery, and, ultimately, better outcomes. 

 

                                                 
1 An overview of how the proposed International Framework maps to this literature is available on the IFAC website. 
2 Consisting of national, regional (state, provincial, territorial), and local (city, town) governments and related governmental entities (agencies, boards, 

commissions and enterprises). 

http://www.ifac.org/publications-resources/good-governance-public-sector
https://www.ifac.org/sites/default/files/publications/files/Comparison-of-Principles.pdf


 

 

Application and audiences 

 

The Framework is intended to apply to all entities and partnerships that are part of the public sector. 

This covers national governments, regional (state, provincial, territorial) governments, local (city, 

town) governments and related governmental entities (agencies, boards, commissions and 

enterprises). These entities work with the public using public money, covering services directly used by 

members of the public such as health services, education and public parks as well as less visible 

activities, such as regulation and policy development. Public sector entities are primarily accountable 

for their management and use of resources to those that provide the resources and those that depend 

on the resulting services. The resources raised are generally distributed through a network of public 

sector entities with specific functions that have a range of accountability mechanisms. The 

fundamentals of good governance should remain the same at all levels and stages.  

 

However, public sector entities worldwide do not operate within a common legislative framework nor do 

they have standard organizational shapes or sizes. The Framework addresses this diversity as well as 

the different models of governance that apply in different jurisdictions and in different sectors, each of 

which has unique features requiring special attention and imposing different sets of responsibilities and 

accountabilities, through its principles based approach.  

Most governance codes focus on delivering good governance practices at an organizational level. The 

International Framework aims to be relevant not only at the individual entity level but also at the 

whole-system level, which may be sub-national, national, or international. It draws on some of the 

architecture maps in CIPFA’s Whole System Approach to Public Financial Management, which outlines 

how the key constituent parts, such as external assurance and scrutiny, financial reporting, and audit 

standards, contribute to the integrity of the whole system.  

 

The Framework recognizes that many different governance structures exist and does not seek is to 

replace national and sectorial public sector governance codes. Instead, it is intended to be a source of 

reference for those who develop and set national governance codes for the public sector when updating 

and reviewing their own codes. Where codes and guidance do not exist, the Framework will provide a 

shared understanding of what constitutes good governance in the public sector and a powerful stimulus 

for positive action. The purpose of this overarching Framework is to provide a guide to good 

governance that will help everyone concerned with the governance of the public sector not only to 

understand and apply the principles of good governance that are common to all but also to assess 

strengths and weaknesses of current governance practice and seek to improve it.  

 

In some jurisdictions, governments or other public sector entities fund and engage with entities in the 

private and voluntary sectors to carry out certain activities or provide certain services.3 While the draft 

International Framework does not specifically apply to governance arrangements in these 

circumstances, the principles may also be relevant. 

 

The Framework is intended for use by: 

 Those who develop codes of governance in the public sector, to review and update their guidance 

 Those who establish new public sector entities and design their governance arrangements, to lay 

the foundations of good governance 

 Governing bodies, to review their own effectiveness and to use as a basis for reporting on their 

performance against the principles of good governance 

 Governing body members themselves to ensure that they receive the guidance and support they 

need to perform well in complex and demanding roles 

                                                 
 

3
  In some instances, these are also called public-private partnerships. 

http://www.cipfa.org/Policy-and-Guidance/Reports/Whole-System-Approach-Volume-1


 

 

 Entities that appoint governing body members, to serve as a basis for induction of new members 

 Members of the public to understand the purpose of governance, to assess its effectiveness and to 

demand improvement if necessary. 

 Public sector entities working in partnership, to share a common approach to good governance 

which has currency with their private and voluntary sector partners.  

 
 
Implications for the CIPFA/SOLACE Framework: Delivering Good Governance in Local 
Government 
 
Following extensive research and consultation, the CIPFA/SOLACE Joint Working Group issued 

Delivering Good Governance in Local Government: Framework and accompanying guidance note in 

2007. The principles and standards set out in the Framework are aimed at helping local authorities in 

the UK to develop and maintain their own codes of governance and discharge their accountability for 

the proper conduct of business. The Framework is helping authorities to improve their performance, 

give local people better local services and provide stronger leadership for communities.  
 

The Framework emphasises the importance of good governance to the wider outcomes of good 

management, good performance, and good public engagement. It puts high standards of conduct and 

leadership at the heart of good governance, placing responsibility on members and officers to 

demonstrate leadership by behaving in ways that exemplify high standards of conduct, and so set the 

tone for the rest of the organisation. 

 

To ensure the Framework remains ‘fit for purpose’ the CIPFA/SOLACE Joint Working Group reviewed 

the Framework in 2012 and issued an Addendum. The Working Group has also developed a revised 

guidance note. When the Framework is next reviewed, the international framework Good Governance 

in the Public Sector will be taken into account. A date for such a review has not yet been set and until 

then local authorities in the UK should continue to follow the CIPFA/SOLACE Framework and 

Addendum.  

 
Principles of good governance 

 

The draft International Framework comprises seven core principles of good governance. The 

Framework says the function of good governance in the public sector is to ensure that entities act in 

the public interest at all times, which requires: 

 

A Strong commitment to integrity, ethical values, and the rule of law 

B Openness and comprehensive stakeholder engagement 

In addition to the requirements for acting in the public interest, achieving good governance in the 

public sector also requires: 

 

C  Defining outcomes in terms of sustainable economic, social, and environmental benefits 

D Determining the interventions necessary to optimize the achievement of intended outcomes 

E Developing the capacity of the entity, including the capability of its leadership and the 

individuals within it 

F Managing risks and performance through robust internal control and strong public financial 

management 



 

 

G Implementing good practices in transparency and reporting to deliver effective accountability 

These core principles for good governance in the public sector are high level and bring together a 

number of concepts. The figure below sets out the relationships between the principles. 

 

 
Figure 1: Relationships between the Principles of Good Governance in the Public Sector 

 

 
 

 

 
 

Consultation 

The aim of the draft Framework is to promote the development of robust governance by establishing a 

benchmark for good governance in the public sector internationally which takes into account the 

fundamental characteristics of the public sector. 



 

 

By encapsulating good practice within seven fundamental principles, the emphasis of the Framework is 

to support application of good practice principles rather than provide guidance on specific governance 

measures or recommend a prescriptive approach. 

IFAC and CIPFA are requesting comments on all topics addressed in the proposed International 

Framework including the reasons for the comments, and, where appropriate, explicit suggestions for 

proposed changes to wording.  

Comments are requested by 17 September, 2013. 

 

 

SUPPORT, GUIDANCE AND EVENTS  

A Guide to Forecasting Methods in Public Services 

Book (also available as a CD Rom) 

Available now to order - publication date September 2013. 

This publication provides an overview of the theory of forecasting, different types of forecasts and how 

these can be used (and are used) in the public sector context. It examines qualitative and quantitative 

methods - what they are, and more importantly in which context is it best to use them, and an 

overview of how to do each. 

 

Producing a Sustainability Report 

Book (also available as a CD Rom) 

This publication will help you to produce a sustainability report that is clear, concise and relevant to 

planning and decision making. And a report that avoids unnecessary complexity while providing 

information that will support the organisation in better identifying and responding to sustainability 
related opportunities and threats. 

 
 
 

The above are some of CIPFA’s latest publications. To find out more about them and to see 

what others have just been published, please see: 

 

http://www.cipfa.org/policy-and-guidance/publications  

 

 

 

http://www.cipfa.org/policy-and-guidance/publications/a/a-guide-to-forecasting-methods-in-public-services-book
http://www.cipfa.org/policy-and-guidance/publications/a/a-guide-to-forecasting-methods-in-public-services-book
http://www.cipfa.org/policy-and-guidance/publications/p/producing-a-sustainability-report-book
http://www.cipfa.org/policy-and-guidance/publications/p/producing-a-sustainability-report-book
http://www.cipfa.org/policy-and-guidance/publications

