Dear Colleague

As you will be aware, from 2010/11 local authorities will prepare their accounts in line with International Financial Reporting Standards (IFRS).  This follows the announcement by the then-Chancellor in the 2007 Budget that public sector accounts were to move to an IFRS basis.

The move to IFRS is bringing a number of accounting changes.  Local authorities have already taken a first significant step with the implementation of the IFRS-based financial instrument standards in their 2007/08 accounts.  Changing the accounting approach for PFI/PPP schemes for 2009/10 is (subject to approval by CIPFA/LASAAC and the UK Accounting Standards Board) likely to be the second key step towards IFRS implementation.  

One of the important lessons to be learnt, both from the private sector's experience of implementing IFRS, and the experience of other parts of the public sector that are implementing IFRS in 2009/10, is that early planning and preparation are essential to ensure a smooth transition. Although CIPFA is doing everything it can to minimise the impact of the move to IFRS, there could be impacts on systems (such as financial ledgers and asset management systems), processes and staff (including non-finance staff such as valuers). I would therefore like to bring your attention to Local Authority Accounting Panel (LAAP) Bulletin (number 80) which can be downloaded from http://www.cipfa.org.uk/pt/pt_details_l.cfm?news_id=59848). This provides an outline project plan that authorities can use as the starting point for their own, more detailed, IFRS implementation plans.  The bulletin sets out the key steps involved in the IFRS transition, together with indicative timings, which authorities can use to assess whether they are on target with implementation.  The suggested dates in the bulletin have been agreed with the audit agencies to ensure that there is a consistent approach being taken by all key stakeholders.

Although IFRS is not being implemented in full until 2010/11, the need to include comparative information for 2009/10 in the first IFRS-based statement of accounts means that the opening balance sheet figures at 1 April 2009 will need to be restated.  As an example, this date would be the first date that accruals for holiday pay would need to be established. The work that needs to be started in this and other areas will be discussed in more detail in the forthcoming LAAP Bulletin on 2008/09 accounts.

There have been concerns that the move to IFRS could potentially impact on Council Tax and housing rents.  CIPFA is already in discussions with the Department for Communities and Local Government and the devolved administrations in Scotland, Wales and Northern Ireland to ensure any impacts can be minimised, if not avoided, and we anticipate that any necessary measures will be in place in time for authorities to set their 2010/11 budgets.

To assist authorities further with the transition to IFRS, we are making the sections of the draft IFRS-based Code of Practice on Local Authority Accounting available as they are developed, via the CIPFA/LASAAC web site (http://www.cipfa.org.uk/pt/cipfalasaac/ifrs.cfm).  Development of the new Code has been planned so that the areas where changes are anticipated are prioritised. As well as the draft sections of the new Code, the site also provides background information, together with reports outlining the impact that IFRS will have on authorities, and the actions they should be considering.  This gives authorities the opportunity to review the new accounting requirements as early as possible, and to comment on them, prior to the formal consultation that is planned to commence in June this year.  

Another aim in early publication of the draft sections of the IFRS-based Code was to enable us to correct any misconceptions that may arise.  For example, authorities have expressed concern that they will be required to separate all assets into components for the opening IFRS balance sheet.  In fact the draft Code makes it clear that only significant components are required to be separately recognised (and can be grouped where they have the same asset life and depreciation method), and that this requirement will only apply as assets or components are acquired, replaced or revalued after 1 April 2010.

CIPFA is committed to supporting local authorities through the move to IFRS. In addition to the technical guidance available via the CIPFA/LASAAC web site we are providing a full range of publications, courses and workshops that can be accessed via the main CIPFA website. The Technical Enquiry Service (technical.enquiry@cipfa.org or telephone 020 7543 5888) is also available to respond to specific queries. We will also be happy to discuss any further suggestions for advice and guidance that authorities identify as IFRS implementation proceeds. 
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