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International Financial Reporting Standards - transitional arrangements
WDA/44/09
Recommendation
That:

1. Members agree the action plan for delivering IFRS compliant accounts;
2. Members delegate the implementation of IFRS accounting to the Treasurer in consultation with the Director; 

3. Members agree to the review of financial systems to support the implementation of IFRS compliant accounts; and 
4. Members agree that the Treasurer reviews the support arrangements for implementing IFRS accounting to ensure there are adequate resources to enable the Authority to comply with the requirements.
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International Financial Reporting Standards - transitional arrangements
WDA/44/09
Report of the Treasurer
1. Purpose of the Report

1.1 The report is to provide Members of the Authority with an overview of the requirements arising from the implementation of International Financial Reporting Standards (IFRSs). Members approval is sought for an action plan to comply with the requirements. Members are asked to delegate the implementation of IFRS accounting to the Treasurer, in consultation with the Director. Members are also asked to approve the review of financial systems and the levels of support to enable the Authority to comply with the requirements of the IFRS regime within the Authority budget.
2. Background

2.1 Merseyside Waste Disposal Authority is required by statute to prepare accounts annually that comply with proper accounting practices. Very significant changes to proper accounting practices are being implemented across local government. The impact of International Financial Reporting Standards (IFRSs) on the Authority’s accounts will be significant. The IFRS regime will be implemented in full for the 2010-11 accounts. 
2.2 In order to enable the Authority to comply with the regime the accounts for 2009-10 that are prepared under the existing regime must also be restated in IFRS terms. The preparation of the accounts and the restatements of opening and closing balances on a different basis will require a significant additional amount of work for the Authority’s officers and will require the review of financial systems to ensure they are able to provide adequate information.
3. Key Issues

3.1 Members attention is drawn to a number of key issues that arise from the implementation of the new accounting regime

· The accounts for 2009-10 must be prepared on a ‘normal’ SORP compliant basis
· The opening balance of the accounts for 2009-10 must also be restated in IFRS terms

· The closing balances for 2009-10 must also be restated in IFRS terms

· The accounts for 2010-11 must be prepared fully on an IFRS basis, including prior year comparative figures (2009-10).

· The transitional period for IFRS compliance has already started.

· Much of the information and disclosures required are different from those presented at present, to ensure the systems are capable of collecting the required information they must be reviewed and where necessary improved – this will especially apply to fixed assets

· Key changes will be required in the treatment of:

· Leases

· Tangible Assets

· Private Finance Initiative (PFI)

· Employee benefits

· These will require not just reviewing financial systems but will involve significant input from officers across the authority in reviewing arrangements

· There will also be a significant change in the number and size of the disclosures in the accounts – the workload and systems requirements to comply with the disclosures are likely to be significantly increased at least for the medium term.

3.2 The detailed requirements for IFRS implementation are summarised in Appendix 1 to this report.

3.3 Members attention is drawn to the outline action plan for ensuring the Authority complies with the IFRS regime:
MWDA IFRS Action Plan

	Issue
	Action
	Deadline

	2009-10 accounts opening balances
	Restated in IFRS terms
	December 2009

	SORP compliant  2009-10 accounts
	A SORP compliant statement of accounts for 2009-10 must be prepared
	June 2010

	2009-10 accounts closing balances
	Restated in IFRS terms
	June 2010

	Leases
	Review of operating and finance leases, and reclassification
Review of other contracts to see if they contain leases
	December 2009 and June 2010

	Tangible assets
	Review of valuations and components of assets.
Assessment of adequacy of Asset Management system, and possible replacement
	December 2009 and June 2010

	PFI
	Review of impact of PFI in any future contract
	Post June 2010

	Employee benefits
	Review of system for collecting information, calculation of benefits due to employees
	December 2009 and June 2010

	Accounting policies
	Will need to be fully reviewed and revised
	December 2009 to June 2010

	The four Primary statements
	Which replace the existing statements
	

	1 - Balance sheet 
	Terminology changes, e.g. moving to non-current assets and current assets, similarly with liabilities. Introducing Property plant and equipment category
	December 2009 and June 2010

	2 - Comprehensive Income and Expenditure Statement
	Replacing the I&E
	December 2009 and June 2010

	3 - Movement in Reserves statement
	Replacing the Statement of movements in General Fund Balance 
	December 2009 and June 2010

	4 - Cash flow
	Some clarifications – to ensure this is about cash and cash equivalents
	December 2009 and June 2010

	Other disclosures
	
	

	Related parties
	Additional disclosure requirements
	June 2010

	Impairment of assets 
	Additional disclosure requirements
	December 2009 and June 2010

	Other issues
	Inventories (stock) changes in rules;

Prior period adjustments – where there are material (rather than fundamental) errors;

Changes proposed re. accounting for government grants;

Changes in group accounting requirements;
	December 2009 and June 2010


4. Risk Implications
4.1 The risk of not beginning to meet the transitional requirements of the IFRS based regime is that the Authority will fail to meet its statutory duty in terms of the accounting requirements for 2010-11.
4.2 There are also risks that the finance team may be over stretched and may need additional resources to complete the transition while ensuring the Authority’s other activities are supported properly.

4.3 Without implementing a new asset register the Authority will not be able to meet the requirements of the IFRS regime in terms of accounting for its fixed assets.

5. HR Implications

5.1 Some HR implications are indirect. We do not seek additional staff to support the implementation of the IFRS accounting regime at this stage. However, we do recognise that collecting information for the changes, both during the transition and on an ongoing basis will involve input from a number of staff from within the organisation.
5.2 There may be further HR implications as the project progresses if the scale of the task becomes onerous then the Treasurer will seek additional temporary support.

6. Environmental Implications

6.1 There are no environmental implications associated with this report, other than the significant additional length of the statement of accounts and the impact of the associated printing and publishing.
7. Financial Implications

7.1 The financial implications are likely to include additional resources being required to improve the Asset Management system and may involve additional staffing support for the Treasurer during the transitional period. These costs will be borne from the existing support services budget for 2010-11.
8. Conclusion

8.1 The Authority is required to comply with the IFRS based regime in preparing the financial statements for 2010-11.
8.2 The transitional period for complying with the new regime has already started.

8.3 Members need to be aware of the changes, some of which are significant, so that when the accounts are restated the changes are clear and understandable.
8.4 Members are asked to 
· agree the action plan for delivering IFRS compliant accounts;

· delegate the implementation of IFRS accounting to the Treasurer in consultation with the Director; and

· agree to the review of financial systems to support the implementation of IFRS compliant accounts; and

· agree that the Treasurer reviews the support arrangements for implementing IFRS accounting to ensure there are adequate resources to enable the Authority to comply with the requirements.

	The contact officer for this report is: Peter Williams
North House

Email:
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The background documents to this report are open to inspection in accordance with Section 100D of The Local Government Act 1972 :– 
IFRS Plan – Merseyside Waste Disposal Authority.
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