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CIPFA, the Chartered Institute of Public Finance and Accountancy, is the professional body for people in public finance. Our 14,000 members work throughout the public services, in national audit agencies, in major accountancy firms, and in other bodies where public money needs to be effectively and efficiently managed.

As the world’s only professional accountancy body to specialise in public services, CIPFA’s portfolio of qualifications are the foundation for a career in public finance. They include the benchmark professional qualification for public sector accountants as well as a postgraduate diploma for people already working in leadership positions. They are taught by our in-house CIPFA Education and Training Centre as well as other places of learning around the world.

We also champion high performance in public services, translating our experience and insight into clear advice and practical services. They include information and guidance, courses and conferences, property and asset management solutions, consultancy and interim people for a range of public sector clients.

Globally, CIPFA shows the way in public finance by standing up for sound public financial management and good governance. We work with donors, partner governments, accountancy bodies and the public sector around the world to advance public finance and support better public services.
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Accounting Standards Board

5th Floor, Aldwych House

71-91 Aldwych

London

WC2B 4HN
by email to asbcommentletters@frc-asb.org.uk

Dear Michelle Sansom
UITF Information Sheet 90, draft abstract on ‘Accounting implications of the replacement of the Retail Prices Index with the Consumer Prices Index for Retirement Benefits’
CIPFA is pleased to present its comments on the above information sheet, which has been reviewed by CIPFA’s Accounting and Auditing Standards Panel. 

In making our comments, we have had regard to the position of 

· UK entities preparing financial statements under UK GAAP to which the UITF abstract will apply directly; and
· UK entities preparing financial statements under EU adopted IFRS, including public sector entities, who may refer to the UITF for guidance given that this matter is not covered by IFRIC guidance.
CIPFA agrees with the UITF that generally under FRS 17
a) where there is a change in the obligation to members then it should be treated as a change in benefits; and 
b) where there is no change in obligation to members a change to the value of benefits should be treated as a change in assumptions.

However, CIPFA does not agree with the conclusion of the draft Abstract that, in the case of the replacement of RPI with CPI, case (a) corresponds to those schemes where the obligation is to pay pensions with increases based on at least the RPI, while case (b) corresponds to other arrangements with inflation-linked increases.

The approach set out in the draft abstract, particularly inasmuch as it discusses the role of scheme trustees at A10, seems to mainly explore whether the changed information used to assess liabilities reflects matters which are within the control of the scheme, having regard to requirements for e.g. agreement with members. Whether or not this is the intention, we do not agree with this as the only feature which characterises a change in benefits.
CIPFA would agree that, where the terms of a scheme are changed by agreement of scheme members and the trustees, which might for example involve replacement of RPI with CPI in uprating calculations, this is a change of benefits, and should be accounted for as set out in the draft Information Sheet. 

However CIPFA considers that there may also be a change of benefits in those cases where the explicit contractual terms of a scheme or the implicit terms arising from law, regulation or past practice are changed without trustee and member action. This would include both public sector pensions where the government is in a position to directly implement changes through regulation, and, for example, private sector contracted-out occupational pension schemes which apply a minimum uprating based on the Government Minimum Pensions Increase Order.

Actuarial disciplines will of course be used to re-measure the pension liability in either case.
I hope this is a helpful contribution to the finalisation of ASB guidance.

Yours sincerely

Una Foy

Assistant Director 

CIPFA

3 Robert Street, London WC2N 6RL
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