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1. Reason for the Report 
 
1.1 This report seeks approval to make changes to the authority’s accounting 

policies. 
 
 
2. Recommendations 
 
2.1 That the Committee approve the changes to accounting policies as detailed in 

the report. 
 
 
3. Executive Summary 
 
3.1 The Council accounts for its financial transactions according to a set of 

policies that follow statutory requirements and best practice. They are 
published as an integral part of the Authority’s annual statement of accounts 
and any amendments require member approval. 

 
3.2 The amendments recommended in this report are primarily in response to the 

need to streamline accounting procedures to produce the annual statements 
within a tighter deadline. They also represent a more targeted and effective 
use of resources. 

 
3.3 The Accruals of Income and Expenditure policy is recommended for 

amendment in relation to: 
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• Accumulated Absences: where an annual full service review and 
measurement is to be replaced by the reporting of a set creditor £100,000 
balance.  This is based on historic levels of liability. It will be subject to 
review but re-measurement will only be applied to those services where 
there has been a significant change in workforce or work patterns. 

• Transaction Accruals: where resources used identifying accruals are to be 
targeted at transactions of £5,000 or above. 

 
3.4 The Property Plant and Equipment policy is recommended for amendment 

in relation to: 
 

• De-minimis: where assets of £10,000 or below are to be carried on the 
Balance Sheet at existing values without future revaluation, depreciation or 
impairment being applied. These assets will be subject to an annual 
internal review. If this identifies a change in circumstances making it 
probable that an asset’s valuation would be significantly increased then a 
formal revaluation will be sought. 

 
 
4. How this report links with Corporate Priorities 
 
4.1 Not applicable 
 
 
5. Options 
 
4.1 If the amendments are not approved the existing policies will continue to be 

applied. 
 
 

6. Implications 
 
6.1 Community Safety - (Crime and Disorder Act 1998)    
 None 
 
6.2 Workforce    
 None 
 
6.3 Equality and Diversity/ Equality Impact Assessment 
 This report has been prepared in accordance with the Council's Equality and 

Diversity policies. 
 
6.4 Financial 
 This report relates to the statement of the Council’s accounts 
 
6.5 Legal 
 None 
 
6.6 Sustainability 
 None 



 
6.7 Internal and External Consultation:  
 None 
 
6.8 Risk Assessment:     
 Not applicable 
 

 
ANDREW P STOKES 

Executive Director (Transformation) & Chief Finance Officer 
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7. Background and Introduction 
 
7.1 Accounting policies set out the basis used to recognise, measure and disclose 

financial transactions and other events in the Authority’s accounts.  They are 
based on best practice and legislative requirements and are published 
annually in the Council’s statement of accounts.   

 
7.2 As these policies impact directly on the way that financial information is 

reported they are subject to member scrutiny and approval. 
 
7.3 While much of the substance of individual policies is dictated by statute each 

Authority has scope to design them to fit their particular circumstances.  From 
financial year end 2017/18, the Council will need to produce the draft set of 
accounts by 31st May – a month earlier than the current deadline of 30th 
June. If this deadline is to be achieved within existing resources it has been 
recognised by Councils and their external auditors that greater emphasis must 
be put on materiality and using estimation techniques. 

 
7.4 A review of the Authority’s existing accounting policies has identified a number 

of amendments that could help focus resources without materially reducing 
the accuracy of the statements produced. 

 
 
8. Accruals of Income and Expenditure   
 
8.1 In accordance with accounting best practice the Authority seeks to match 

financial transactions to the correct accounting period. This accrual process is 
constrained by the resources available and the tight deadlines for producing 
financial statements. In order to maximise the effectiveness of the process it is 
deemed necessary to target resources at those areas which may produce 
significant changes in the financial figures being reported. To this end 
changes in accrual policy are proposed in regard to accounting for 
accumulated absences and individual transactions. 

 
 Accumulated Absences 
 
8.2 Siince 2010/11 the Authority has completed a survey of all staff at the financial 

year end to measure the untaken hours of leave, TOIL (time off in lieu) and 
flexitime that they have accrued in line with International Financial Reporting 
Standards (IFRS). These hours are then converted to a monetary value based 
on the amount that would have to be paid to the individual to clear this liability 
on the 31st March. The accumulated value of these calculations for all staff is 
carried as a creditor balance in the Authority’s accounts. This exercise is 
repeated each year with the change in the calculated balance forming a 
charge to or from the individual services. 

 
8.3 The table below sets out the annual accumulated absences balances and 

charges to or from services since 2010/11; 
 
 



 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 Average 
 £000 £000 £000 £000 £000 £000 £000 
Balance 104 135 134 112 87 100 112 
Service Charge (Credit) 104 (31) (1) (22) (25) 13 18 
 
 
8.4 The average annual change in the balance, since 2010/11, is only £18,000 

and in no year has the charge or credit to services been considered 
significant.  It is proposed that, to save time and resources, the annual survey 
and calculations are no longer routinely performed.  Instead the accumulated 
absences creditor balance will continue to be carried forward at the 2015/16 
level of £100,000. This value has been chosen as opposed to the higher 
average figure of £112,000 to acknowledge the reduction in staff numbers 
over recent years. 

 
8.5 An annual review will be performed to assess whether the process should be 

performed on a partial or complete basis. Events likely to trigger such a 
decision would be significant changes in staff numbers or working patterns. 

 
8.6 The proposed addition to the Authority’s Accrual of Income and Expenditure 

policy is: 
 

An Accumulated Absences creditor balance is maintained to reflect the value 
of time owed to employees for accrued holidays, TOIL (time off in lieu) and 
flexitime. This balance is based on an historic value subject to annual review 
and amendment where there have been significant changes in staff numbers 
or working patterns. 
 
Individual Transactions 

 
8.7 As part of the closedown process each year the Authority commits 

considerable resources to identifying into which period financial transactions 
fall and ensuring that they are accrued to the correct financial year. These 
transactions can range in value from pence to tens of thousands of pounds.  
In prior years the Authority has sought to ensure that all transactions have 
been correctly accrued irrespective of their value. 

 
8.8 A June deadline for production of the statements allowed for a thorough 

review of transactions up to two months into the new financial year. The 
deadline for the 2017/18 statements is the end of May which effectively halves 
the time available for the accrual process.   

 
8.9 In light of this the Authority will need to direct its resources at those 

transactions whose accrual would have the potential to materially impact the 
statement of accounts. By definition these will be the higher value 
transactions though it is acknowledged that large numbers of small items can 
similarly impact the statements.  It is therefore proposed that while processes 
and procedures will be maintained to capture all accruals, resources will be 
focused on individual transactions of £5,000 and above. 

 



8.10 The proposed addition to the Authority’s Accrual of Income and Expenditure 
policy is: 

 
The resources available are concentrated on identifying and accruing 
individual transactions of £5,000 and above.  

 
 
9. Property, Plant and Equipment 
 
9.1 The Authority recognises property assets on its balance sheet in accordance 

with accounting best practice in regard to valuation, depreciation and 
impairment. These processes are particularly resource intensive involving 
staff time as well as bought in services from external valuers. Whilst a number 
of the assets involved, such as office accommodation or leisure centres, are 
of considerable value there are others, usually small parcels of land, which 
are not. There is negligible impact on the financial statements of applying 
proper accounting processes to the smaller value assets. 

 
9.2 In order to save resources and to speed up the year end procedure it is 

proposed that property assets below a certain value are excluded from the 
process.  They would continue to be included on the Balance Sheet at their 
current value but no longer be routinely subject to revaluation or, where 
applicable, the calculation of depreciation and impairment. 

 
9.3 A de-minimis of £10,000 is considered appropriate to capture those property 

assets that are unlikely to show significant changes in valuation each year.  
Based on the 2015/16 year end valuations the assets captured by this de-
minimis would comprise; 

 
 Number Value Average 
  £ £ 
Land Parcels 128 7,657 60 
Properties 1 7,500 7,500 
Total 129 15,157 117 

 
9.4 It is acknowledged that the value of any of these assets may be impacted 

disproportionately by neighbouring developments or changes in designated 
use.  It will be necessary therefore to carry out annually an internal review of 
all the de-minimis assets to identify those where a material increase in value 
is considered likely and thereby trigger a formal revaluation. 

 
9.5 It is proposed that the Authority’s property, plant and equipment policy has the 

following de-minimis section added to it: 
 
De-minimis 
Where the gross value of a Property asset is £10,000 or less it is included on 
the Balance Sheet at its carrying value without further revaluation, 
depreciation or impairment.  These assets are subjected to an annual internal 
review. Where this identifies the potential for a significant increase that would 
take carrying values above £10,000, a formal valuation will be triggered. 
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