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Chairman’s Foreword

Dealing with change in public sector accounting is always challenging. Although
we have seen relatively few changes to the accounting manuals this year, it has
been instructive how difficult changes can be to implement, particularly where the
proposals bring into focus fundamental questions about how the public sector
approaches aspects of reporting. In the year under review here, the FRAB has been
examining two such issues: how to determine what is controlled by which bodies,
and hence should be included in that body's boundary of accounting; and how fair
values in reporting should be applied in the public sector.

The first of these issues, driven by the introduction of a new package of standards
on consolidation and joint arrangements, has brought into focus the accounting for
schools and in particular which schools are controlled by which part of the public
sector. [ am pleased to report that all involved have made concerted efforts to
come to consistent and well-evidenced conclusions, which I believe will, when
finalised, continue to be sound in the face of any further changes in the sector.
Although still in consultation, the principles that have been established are clear
and consistent with the relevant accounting standards, and should prove a model
for other areas of the public sector that have to deal with similar questions.

In relation to the second issue, the FRAB had some difficult debates on what form
of current value is used for public sector assets and why, and whether these should
be categorised as "fair value" as determined by accounting standards. We found it
helpful to investigate the history of why the public sector had originally taken the
approach of using a form of replacement cost current value and what the new
standard on fair value accounting told us about whether that approach was the right
one in terms of the information needs of users of public sector accounts. There is a
wide and strongly-felt range of views on this issue, which I am pleased to say were
thoroughly aired in FRAB meetings. In order for us to approach a satisfactory
resolution in relation to the application of the new accounting standard, however, a
more holistic debate on asset values may be required at some point to ensure that
users of public sector accounts get the most appropriate information.

All this indicates the need for substantial forward planning and debate in order to
apply new accounting standards in the public sector in a timely fashion. Even with
the best efforts of all involved, it has not been possible to meet the fair value
standard's expected application date. While it is better to delay and get it right,
with which the FRAB is in agreement as a matter of policy, the time and resources
needed to achieve an appropriate resolution should not be underestimated. In this
context I would like to record my thanks and that of the FRAB as a whole for the
hard work of the financial reporting teams at the Relevant Authorities who have
been dealing with these issues.

Looking forward, new standards expected in the next few years will not in the main
be too onerous in a public sector context (the exception being a new leasing
standard, should it come to fruition) and many will have long lead-in times. This
will allow attention to shift to simplifying and streamlining statutory accounts in
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the public sector in order to better meet the needs of users. The FRAB is keen for
the accounts to be as useful as possible and has been pleased to see the increased
focus on Whole of Government Accounts in informing debate on public sector
performance and resources.

I note that, following the sovereign debt crisis, a debate on public sector accounting
in Europe is developing which may lead to European Public Sector Accounting
Standards being established for all EU countries. The UK is in the vanguard in
Europe in public sector reporting and our experience should provide important
evidence to the initiative in relation to the difficulties and timescale involved; as we
know, it has taken a huge amount of time, resource and effort to get to where we
are now. Given some EU countries have yet to move away from cash accounting
and onto an accruals system, there is a long journey ahead to reach a set of high
quality accounting standards that the whole of Europe can follow. The UK has a
vested interest in ensuring it does not lose any of the advances it has made in
reporting if EU standards are brought into force and FRAB is ready and willing to
take part in this debate.

This report has been simplified in contrast to previous versions, in order to make it
easier to focus on activity and important issues, by putting standing data on terms
of reference and so forth onto the gov.uk website. I would be happy to receive any
comments, whether positive or negative, on this new approach.

Kathryn Cearns

8 May 2014



Executive Summary

This is the seventeenth report of the Financial Reporting Advisory Board (the
Board). The Board’s primary objective is to promote the highest standards of
financial reporting by government. The report is addressed to the Committee of
Public Accounts and the Treasury Select Committee in the Westminster
Parliament, to the Northern Ireland Assembly, to Scottish Ministers and to the
Public Accounts Committee of the National Assembly for Wales. The report
covers the year April 2013 to March 2014.

Last year’s report commented on the effectiveness of the changes introduced to the
Board’s structure, membership and operational processes. These changes were
designed to ensure that not only does the FRAB remain fit for purpose but that it
continues to act independently as an advisory body to the Relevant Authorities.
During the course of this year the benefits of these changes have continued to be
demonstrated, with strong debate and the independence of Board members being
highlighted.

As the Board moves to a reduced number of meetings per year in order to support
the Relevant Authorities in increasing the efficiency and effectiveness of their
operations, and more of the Board’s business is conducted electronically out of
meetings, it is essential that the real and perceived independence of Board members
1s maintained.

Changes to accounting guidance

Over the course of 2013-14 a significant proportion of the Board’s time has been
spent providing advice to the Relevant Authorities on the introduction of the new
suite of consolidation standards and IFRS 13 Fair Value into public sector
accounting guidance.

The consolidation standards introduced new criteria for determining whether an
entity is controlled and should be consolidated. A key area of focus for the Board
was the effect of the consolidation standards on the accounting for local authority
maintained schools in England and Wales. This work drew together expertise from
financial reporting experts, local authority and devolved government
representatives, and church and public sector school representatives through a
Working Group. The Working Group issued its final report in February 2014
recommending that local authorities consolidate community schools, voluntarily
controlled, voluntary aided and foundation schools. The consolidation standards are
due to be incorporated into the 2014-15 Code of Practice on Local Authority
Accounting following a due process consultation.

The consolidation standards and IFRS 13 Fair Value have raised some fundamental
issues about the objectives of financial information and the applicability of
international accounting standards to the public sector context. Whilst the
introduction of the consolidation standards has been achieved for 2014-15,
regrettably an acceptable conclusion on IFRS 13 Fair Value has not yet been
reached and a further delay in application has been deemed necessary.
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Although the Board has been encouraged by improved working practices and the
sharing of expertise between the Relevant Authorities, the delay to the adoption of
IFRS 13 Fair Value again raises the issue that the time and resources needed to
respond to new standards that are being developed cannot be underestimated. This
is particularly the case when the standards are of significant complexity or will
have far reaching financial management implications.

The debate around the application of Fair Value accounting has, however, shown
how the Board can be most effective in promoting the highest standards of
financial reporting and assisting the Relevant Authorities. The technical advice
provided by the Board has ensured that the Relevant Authorities have gone back to
first principles in understanding the reasons behind current valuations of assets, and
the Board looks forwards to proposals for IFRS 13’s introduction that will ensure
the accountability and decision making purposes of public sector financial
reporting are best met.

Improvements to financial reporting

Beyond standard setting the Board has also supported the Relevant Authorities in
their efforts to better meet the needs of users of financial reports, particularly
through the simplification and streamlining project being run by HM Treasury and
work undertaken by CIPFA with local authorities. Making financial reporting
information more understandable and better integrated with wider performance
measures can only act to further increase the usefulness of financial reporting to
both those charged with oversight and decision-makers.

The increased use of Whole of Government Accounts in the last Spending Round
and the level of Parliamentary and wider debate on the additional information that
these accounts contain have been very encouraging. Significant items such as
nuclear decommissioning provisions and public sector pension liabilities are real
burdens that will need to be met by future generations. Increased transparency
around these figures can only assist in ensuring they are managed sustainably.

Priorities for 2014-15

For 2014-15, the Board expects that developments arising from the European
Commission’s European Pubic Sector Accounting Standards (EPSAS) project and
improving the relevance of financial reporting in wider public finance management
will be the main focus for the Relevant Authorities.

While the Board is encouraged that EPSAS has increased the profile of public
sector accrual accounting there are concerns that it could impact disproportionately
on Member States like the UK that have already integrated internationally accepted
accrual accounting standards into their wider public finance management systems.
The Board is also conscious that were there to be a move towards harmonised
public sector accounting standards at a European level, its own role may have to
adapt if it is to continue to fulfil its statutory function.



On improving the relevance of financial reporting, the Board looks forward to
supporting the Relevant Authorities in finalising recommendations for change
arising from the simplification and streamlining project. This is an area where the
public sector has the opportunity to show the way to the private sector, and is only
possible due to the significant improvements made in public sector financial
reporting during the Board’s existence.

In fulfilling its remit in providing advice to the Relevant Authorities, the Board is
particularly keen to ensure that the voice of users of government financial reports
are heard in this debate. The Board therefore welcomes any comments that users or
other interested parties may have via the FRAB Secretary, contact details for whom
are provided below:

Email: philip.trotter@hmtreasury.gov.uk
Telephone: 020 7270 4538

Address: Philip Trotter, FRAB Secretary, 1 Horse Guards Road, London, SW1A
2HQ.
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Chapter 1

INTRODUCTION

Background to the Financial Reporting Advisory Board

1.1.  The Financial Reporting Advisory Board (the Board) is an independent
body fulfilling the statutory role as the ‘group of persons who appear to the
Treasury to be appropriate to advise on financial reporting principles and
standards’ for government, as required by the Government Resources and
Accounts Act 2000.'

1.2.  The Board acts as an independent element in the process of setting
accounting standards for government and exists to promote the highest
possible standards in financial reporting by government. In doing so, the
Board seeks to ensure that any adaptations of, or departures from, generally
accepted accounting practice in the public sector context, are justifiable and
appropriate.

1.3.  The Board’s main focus is on examining proposals for amending current, or
implementing new, accounting policies in the accounting guidance for
central government departments, executive agencies, non-departmental
public bodies and trading funds, and for examining the proposals for
accounting guidance for local authorities. The Board also advises the
Treasury on the implementation of accounting policies specific to Whole of
Government Accounts.

1.4.  Further information about the Board, including terms of reference, meeting
minutes and papers, is available on the gov.uk website.”

Background to the FRAB Report

1.5.  Inaccordance with its Terms of Reference, the Board has a responsibility to
prepare an annual report of its activities, including its views on the changes
made during the report period to accounting guidance that is within the
Board’s remit.

1.6.  The Board is required to send a copy of its report direct to the Committee of
Public Accounts and the Treasury Select Committee of the UK Parliament,
to the Welsh Assembly Government, the Scottish Ministers and the
Department of Finance and Personnel, Northern Ireland.

' Government Resources and Accounts Act 2000, section 24.

2 https://www.gov.uk/government/policy-advisory-groups/financial-reporting-advisory-
board-frab
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1.7.

1.8.
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The Treasury, the Scottish Ministers, and the Department of Finance and
Personnel in Northern Ireland formally lay the Board’s report before
respectively the House of Commons, the Scottish Parliament, and the
Northern Ireland Assembly. The Welsh Assembly Government submits the
report to the Public Accounts Committee of the National Assembly for
Wales.

This is the Board’s 17" Report and the Report structure is summarised
below.

Report structure

Changes to accounting guidance

1.9.

Chapter 2 of the Report summarises changes to accounting guidance
approved by the Board during 2013-14.

Board activities

1.10.

Chapter 3 of the Report reports on those issues in financial reporting, both
new and continuing, which may lead to changes in accounting guidance in
the future and provides an indication of how those issues will impact the
Board’s work in future years.



Chapter 2

CHANGES TO ACCOUNTING GUIDANCE IN

2013-14

Introduction

2.1.  This chapter details significant changes in accounting guidance within the
Board’s remit for 2013-14 and 2014-15.

The 2013-14 FReM

2.2.  The Board agreed the Treasury proposal to make amendments to the 2013-
14 FReM to reflect the following developments:

HM Treasury migrated to the gov.uk website and references for where
supporting guidance could found online were changed; and

Amendments to the Companies Act 2006 came into effect in respect of
financial years ending on or after 30 September 2013. Consequently,
guidance on the form and content of annual reports was updated to
reflect the new requirements to prepare a Strategic Report and altered
requirements for the Directors’ Report and Remuneration Report.

2.3.  The revised FReM was issued by the Treasury in December 2013. A log of
all 2013-14 amendments is available on the gov.uk website.’

The 2014-15 FReM

2.4.  HM Treasury has reviewed the form and content of the FReM and has
proposed a new format for 2014-15. The aims of this different format are:

To make it easier for preparers to identify all relevant adaptations and
interpretations by referring to one chapter;

To improve the internal consistency of the document by explaining each
adaptation and interpretation only once;

To make it clearer to preparers which standards have been adopted and
should be applied; and

To shorten the FReM by removing text which duplicates accounting
standards.

® https://www.gov.uk/government/publications/government-financial-reporting-manual-

2013-to-2014
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2.5. Following consultation with users and review by the Board, these were
agreed and the 2014-15 FReM was published to timetable, in December
2013. A log of all 2014-15 amendments is available on the gov.uk website.*
2.6.  The 2014-15 FReM also incorporated a number of changes which were not
presentational, the most significant of which are detailed in Table 1.
Table 1
Standard Summary FReM impact
IFRS 10, These standards were EU-adopted for annual | Accounting boundaries are
Consolidated periods beginning on or after 1 January 2014  |adapted in the 2014-15 FReM
Financial and affect the consolidation and reporting of 50 that the Westmlnst.er
Statements subsidiaries, joint arrangements, and investment | departmental accounting
IFRS 11, Joint entities: Eoun(;lary contlrllueg to .be ;
Arrangements e The IFRS 10 definition of control (investor ased on control criteria use

IFRS 12, Disclosure
of Interests in Other
Entities

IAS 27, Separate
Financial
Statements
(amended)

1AS 28, Investments
in Associates and
Joint Ventures
(amended)

power and ability to direct activities of an
investee) requires more judgment, notably
of agency-principal relationships. Clarity on
investor exposure or rights to variable
returns (e.g. cost savings) may result in new
consolidations.

e [FRS 11 provides a principles-based
definition of joint arrangements (joint
operations or joints ventures) based on
rights and obligations. Proportional
consolidation accounting for joint ventures
is no longer permitted (only equity
accounting).

e [FRS 12 requires more disclosure of the
financial effects on, and risks to, the
consolidating entity.

by the Office for National
Statistics.

With the continuation of
current adaptations, the impact
on departments and agencies
mainly relates to the
disclosure requirements under
IFRS 12.

Arms length bodies will apply
the consolidation standards in
full and their consolidation
boundary may change as a
result of the new standards.

IFRS 13, Fair Value
Measurement

IFRS 13 was EU-adopted for annual periods
beginning on or after 1 January 2013. It has
been prepared to provide consistent guidance
on fair value measurement for all relevant
balances and transactions covered by IFRS
(except where IFRS 13 explicitly states
otherwise):

The standard defines fair value, provides

guidance on fair value measurement techniques,
and sets out the disclosure requirements.

IFRS 13 has been specifically
scoped out of the 2014-15
FReM and will not be adopted
until 2015-16. Further details
on the implementation of
IFRS 13 are included in
Chapter 3.

4 https://www.gov.uk/government/publications/government-financial-reporting-manual
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The 2013-14 and 2014-15 Foundation Trust Annual Reporting Manual
and NHS Manuals for Accounts

2.8.  The Board agreed the 2013-14 Foundation Trust Annual Reporting Manual
and 2013-14 NHS Manuals for Accounts with no new divergences from the
FReM. The 2013-14 Foundation Trust Annual Reporting Manual was
issued by Monitor in December 2013 (subsequently updated in March
2014) and the 2013-14 NHS Manual for Accounts was issued by the
Department of Health in October 2013.

2.9.  The Board subsequently reviewed draft financial chapters of the Manuals
for 2014-15 at its April 2014 meeting.

2.10. The Board looks forward to approving future versions of the Manual on a
progressively improved timetable.

The 2014-15 Code of Practice on Local Authority Accounting

2.11. The Board agreed the 2014-15 Code of Practice on Local Authority
Accounting. The Code was issued by CIPFA/LASAAC in April 2014.

2.12. The significant changes to the 2014-15 Code related to:

e The adoption in full of group accounting standards (IFRS 10, IFRS
11, IFRS 12 and amendments to IAS 27 and IAS 28);

e The adoption in full of amendments to IAS 32, Financial
Instruments: Presentation — Offsetting Financial Assets and
Liabilities,; and

e C(larification of the Code’s requirements in relation to local
government reorganisations and other combinations, to improve
guidance and alignment with other public sector bodies.
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Chapter 3

BOARD ACTIVITIES IN 2013-14

Introduction

3.1.  This chapter addresses the developments in financial reporting in the public

sector, both new and continuing, which were addressed during 2013-14.
An update on each of the developments considered by the Board is
provided in Table 2 below. Table 3 provides details of when each topic was
discussed and papers and minutes from those meetings are available on the
gov.uk website.’

3.2.  In addition to continuing work on known developments in financial
reporting, the Board will monitor developments in international accounting
standards and may respond selectively to those consultations which have
implications for public sector financial reporting and in which the Board
has a particular interest. These include consultation documents issued by
the International Accounting Standards Board (IASB), the IFRS
Interpretations Committee and the International Public Sector Accounting
Standards Board (IPSASB). The Board’s future work on accounting
standards will include leases, insurance contracts, revenue recognition and
rate regulated activities.

Table 2

Accounting Activities during 2013-14 Future work

standard or

reporting issue

IFRS

IFRS 9 is being developed in stages | IFRS 9 is expected to be finalised by
by the IASB as a replacement to IAS | mid-2014, except for requirements
39. for portfolio hedge accounting of
interest rate risk (or ‘macro hedging’)
The Board received an update on which are mainly relevant for entities
IFRS 9 and noted the key differences | in the financial sector. There are
E_RS 9’_ / in accounting treatment between IAS | [ikely to be elements of IFRS 9 that
inl;tZZrCr:Znts 39 and IFRS 9 as it currently stands. | will require further review by the
Board in order to determine whether
an interpretation for the public sector
context is appropriate. The Board
will continue to monitor
developments with IFRS 9 and will
carry out a detailed review after the

® https://www.gov.uk/government/collections/hmt-financial-reporting-advisory-board-

minutes
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Accounting
standard or
reporting issue

Activities during 2013-14

Future work

final standard (excluding
requirements for macro hedging) has
been issued. The IASB has
tentatively decided that IFRS 9 will
have a mandatory application date of
annual accounting periods beginning
on or after 1 January 2018. This
should give sufficient time to analyse
the impact of the standard and enable
appropriate preparatory work to be
carried out.

IFRS 13, Fair
Value

Proposals for the application of IFRS
13 have been considered by the
Board on a number of occasions.
During 2013-14, the Board advised
HM Treasury and CIPFA to look
again at the current approaches to
valuation in the FReM and the Code.
The Board suggested that if fair value
was not the conceptual basis that HM
Treasury and CIPFA were seeking to
apply when valuing property, plant
and equipment in particular, then the
way forward could be found by
building on current adaptations, in
particular IAS 16.

Consequently, HM Treasury and
CIPFA proposed to explicitly note
that the measurement objective for
public sector assets that are used to
provide services directly to the public
is to value their service potential and
not their fair value (i.e. a market exit
value). IFRS 13 would therefore only
apply to assets which do not provide
services directly to the public.

The Board considered this suggested
approach to take [FRS 13 forward to
consultation but concluded that,
although significant progress has
been made, further work was
necessary to address both the
boundary issue of public service
delivery and also practical guidance

The Board agreed in 2013-14 that
further work will be undertaken by
HM Treasury and CIPFA on
valuation bases to be applied to
assets, including the issue of mixed-
use buildings and sites. Further
analysis work is required by the
Relevant Authorities in order that the
Board can understand fully the
proposed application and potential
impact of the Standard on public
sector financial reporting, and in
order that it can advise on a jointly
proposed accounting approach.

The Board will work with HM
Treasury and CIPFA to implement
IFRS 13 in 2015-16. It is regrettable
that the Standard will be not be
applied to public sector financial
reporting until 2015-16, however the
Board acknowledges that the delay is
in the interests of ensuring the correct
accounting approach is applied, as
asset measurement in particular is a
complex issue in public sector
accounting.
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Accounting
standard or
reporting issue

Activities during 2013-14

Future work

on issues like mixed-use buildings.

IFRS 14 is a limited scope Standard
providing an interim solution for
rate-regulated entities that have not

The Board will return to the issue of
Regulatory Deferral Accounts as and
when the International Accounting

IFRS 14 . . )
yet adopted International Financial Standards Board (IASB let
Regulatory Reporting Standards (IFRS). andards Boar .( ) comp ? ©s
Deferral further work on its comprehensive
A t ject t lated activities.
ceounts Given its limited nature the Board project of fate reguiated activities
was updated out of meeting.
IFRS 15 is expected to be published | The Board expects to consider the
during the first half of 2014. Tt will | application of the new standard in its
IFRS 15 cover all revenue recognltlpn and meetings in late 2014 and early 2015.
Revenue measurement issues and will be
Recognition applicable for annual accounting

periods beginning on or after 1
January 2017.

Other issues

Simplifying and
streamlining
statutory
accounts

The Board has been supportive of
efforts by the Treasury and the other
Relevant Authorities to improve
relevance and clarity in public sector
financial reporting. The Board
received regular updates from the
Treasury on a project to simplify and
streamline annual reports and
accounts, including the final
recommendations and a proposed
implementation plan.

The final recommendations of the
project were based on a first
principles approach of allowing
entities to tell their own story, while
maintaining certain key
accountability requirements and
having audited financial statements.
The overarching aim is to develop
more integrated and relevant
reporting that links performance and
financial information while ensuring
those aspects of the current reporting
structure that are useful to users are
maintained.

The Board will be kept up to date
with progress in future meetings in
order to support the introduction of
the new reporting format in 2015-16.

Mid-year
reporting

The Board received updates from the
Treasury on the introduction of a new
mid-year report to the Westminster

The Board will review the outcome
of the 2013-14 mid-year reports and
whether they were successful in




Accounting
standard or
reporting issue

Activities during 2013-14

Future work

Parliament by the 17 main central
government departments in 2013-14.
The purpose of mid-year reporting is
not to introduce private sector style
interim reporting, which would be a
considerable burden on the public
sector, but rather the production of a
high level document that provides a
summary of key issues.

The Board was supportive of the
project, in particular the use of a light
touch approach that encouraged
departments to engage with their
Select Committees about their needs,
the content of the reports, and how
information is reported.

delivering information to the
Westminster Parliament which
assisted the Westminster Parliament
in understanding departments’
positions and performance.

Whole of
Government
Accounts
(WGA)

The Board received updates from the
Treasury on progress with WGA,
including the publication of the
2011-12 account in July 2013. The
Board considered that good progress
was being made and were
encouraged by how much the
document is being used by decision-
makers.

During 2014-15, the Board will
review the Treasury’s plans to
remove qualifications, including the
timescales for doing so, and HM
Treasury will keep the Board
informed of progress in producing
the 2012-13 accounts and significant
issues being discussed at the WGA
advisory board.

Accounting for
schools

In 2012-13, the Board recommended
that a cross-cutting Accounting for
Schools Working Group should form
to take forward the issue of applying
international accounting standards,
principally IFRS 10, Consolidated
financial statements, in the context of
public sector schools.

The Accounting for Schools Working
Group prepared its final report in
which it concluded that community
schools, voluntary controlled
schools, voluntary aided schools and
foundation schools are separately
identifiable entities within local
authority control and that, in
accordance with the requirements of
IFRS 10, Consolidated Financial
Statements, they should be

Depending on the results of the
public consultation,
CIPFA/LASAAC may propose an
adaptation to the 2014-15 Local
Authority Code. The Board will
consider the results of the public
consultation and will work with
CIPFA/LASAAC to provide
guidance to preparers as soon as
possible.
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Accounting
standard or
reporting issue

Activities during 2013-14

Future work

consolidated into local authority
accounts.

The Working Group further
recommended that consideration is
given to adapting IFRS 10 in the
Local Authority Code to allow local
authorities to consolidate schools into
their single-entity financial
statements, rather than prepare group
accounts.

CIPFA/LASAAC initiated a public
consultation in March 2014 to test
the Working Group’s assumptions
and conclusions.

Discount rates

In accordance with the Board’s
previous advice, HM Treasury
introduced three discount rates
(short, medium and long-term) to be
used by departments for their
Estimates and budgets from 2012-13.
The short and medium term discount
rates are set using a methodology
agreed by the Board and the Treasury
and the Treasury will set a new long-
term discount rate at the next
Spending Review.

The Board received an update on
movements in discount rates between
2012-13 and 2013-14 and noted that
the Treasury is examining the current
methodology in response to feedback
obtained during the Simplifying and
Streamlining Accounts project.

The Board will continue to review
any significant changes to the
discount rates (based on changes to
current market data), or proposals to
move away from the rate required by
the standard or change the
methodology employed to calculate
the rates.

Tax and spend
schemes

The Board received updates from the
Treasury on the accounting for
schemes that result in public
spending and taxation. The Board
agreed with the Treasury’s broad
approach and commitment to find an
appropriate way of maintaining
accountability to the Westminster
Parliament whilst maintaining
alignment of accounts, budgets and

The Board will review the potential
for developing an accounting
treatment for tax and spend schemes
in light of any outcome from the
IASB’s project on the Emissions
Trading Schemes and other similar
schemes.




Accounting
standard or
reporting issue

Activities during 2013-14

Future work

Estimates. The Treasury gained
approval from the Alignments
Review Committee to include tax
and spend schemes in departmental
budgets based on ONS classification
but to exclude the schemes from
departmental Estimates and accounts.

The Board reviewed proposals for in-
year amendments to the FReM to
incorporate changes to the
Companies Act 2006 and provided
advice to ensure the changes were
clear and compliant with the revised

None.

EEE;Z?lies Act legislation. The main changes for
requirements central government reporting entities
was the inclusion of a single
remuneration figure for directors and
the introduction of a strategic report
in addition to an amended directors’
report.
The Board received updates from the | The Board will be kept up to date
Treasury on developments with with developments in future
EPSAS. These updates covered early | meetings.
EPSAS proposals, the first
governance task force meeting, and
EEE?E: egrelctor Eurostat’s public consultation on the
Accounting governance framework for EPSAS.
Standards The Board did not send a standalone
(EPSAS) response to the public consultation

but agreed that any response from a
Relevant Authority should explain
the FRAB’s governance
arrangements.

Accounting for
PPP
arrangements
and service
concessions

The Board received updates from the
Treasury on work that had been
undertaken on the timing of asset
recognition and the accounting
treatment for arrangements not solely
involving a unitary payment to the
operator from the grantor. The
Treasury’s proposed accounting
treatment for not including a unitary
payment was not accepted by the
Board, but such arrangements are not

The Board will be kept informed of
developments with this accounting
issue if real world examples arise, for
example following the government's
review of PFI.
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Accounting Activities during 2013-14 Future work
standard or
reporting issue

yet common.




Table 3

Accounting
standard or
reporting issue

Board meeting where the accounting standard or issue was discussed

4 April 2013

24 May 2013

10 October 2013

13 December
2013

IFRS

IFRS 9, Financial
instruments

IFRS 13, Fair
Value

IFRS 14,
Regulatory
Deferral Accounts

Out of meeting

Other future
standards

Other issues

Simplifying and
streamlining
statutory accounts

Mid-year reporting

Whole of
Government
Accounts (WGA)

Accounting for
schools

Discount rates

Tax and spend
schemes

Revised
Companies Act
requirements

European Public
Sector Accounting
Standards (EPSAS)

Accounting for
PPP arrangements
and service
concessions
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Annex A

MEMBERSHIP OF THE BOARD

The membership of the Board reflects the relevant spread of interests, as well as
ensuring its independence and accounting expertise. Board membership, by
groupings, during this reporting period comprised:

Independent/External members:

Chairman: Kathryn Cearns, Consultant Accountant, Herbert Smith Freehills LLP.

Andrew Buchanan, Global Head of IFRS, BDO IFR Advisory Limited.

Ron Hodges, Professor of Accounting, University of Birmingham.
Roger Marshall, Chairman, UK Accounting Council.
Veronica Poole, Global Managing Director IFRS Technical, Deloitte LLP.

Preparers/users:
Bob Branson, Head of Financial Management, Environment Agency.

Bruce West, Head of Strategic Finance, Argyll and Bute Council (from October
2013).

Janet Dougharty, Deputy Director Local Government Finance, DCLG.

Kathryn Gillatt, Finance and Corporate Services Director, Driving Standards
Agency.

Sue Higgins, Director-General (Finance and Corporate Services), Communities and
Local Government (until October 2013).

David Hobbs, Head of Accountancy Advice, Office for National Statistics.

Auditors:

David Aldous, Associate Controller — Audit Technical Support, Audit
Commission.

Maggie McGhee, Director General for Financial Audit, National Audit Office.
Mike Usher, Group Director, Wales Audit Office.

Relevant Authorities:
Ian Carruthers, Policy and Technical Director, CIPFA.

Robert Davidson, Interim Director of Finance and Reporting, Monitor (until May
2013)

Jason Dorsett, Director of Finance and Reporting, Monitor (from October 2013)

Gawain Evans, Deputy Director of Finance, Welsh Assembly Government



Fiona Hamill, Treasury Officer of Accounts, Department of Finance and Personnel
Northern Ireland.

Janet Perry, NHS Chief Financial Controller, Department of Health (until May
2013)

Andrew Baigent, Director, Group Financial Management, Department of Health
(from October 2013)

Karen Sanderson, Deputy Director, Government Financial Reporting, HM Treasury
(until October 2013).

Aileen Wright, Deputy Director Finance, Scottish Government.

Parliamentary observer:
Sir Edward Leigh, MP.

During the reporting period, Larry Honeysett has served as alternate for the
Parliamentary observer.

Secretariat:

Secretary:

Philip Trotter
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