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1. Reason for the Report 
 
1.1 This report seeks approval to make an amendment to the Council’s 

accounting policies. 
 
 
2. Recommendation 
 
2.1 That the following change to the accounting policies is approved: 
 

The Property Plant and Equipment Policy has the following bullet point 
added to its componentisation section: 

 

 Where valuation of a componentised asset identifies a change in value of 
an individual component this will be applied to its carrying value.   

 
 
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 statements and any 
amendments require approval by the Audit & Regulatory Committee. 

 
3.2 The amendment recommended in this report is primarily to provide 

clarification. 
 

TITLE:   Amendment to Accounting Policy – Property, 
Plant & Equipment 

 
EXECUTIVE COUNCILLOR:  Cllr Emily Thrane – Executive Councillor for 

Finance & Operational Services 
 
CONTACT OFFICERS:  Claire Hazeldene – Finance & Procurement 

Manager 
Stephen Robinson – Principal Finance Officer 
(Financial Reporting) 

 

WARDS INVOLVED:   Non-specific 



 

3.3 The Property Plant and Equipment policy is recommended for amendment 
in relation to the following: 

 

 Componentisation: to confirm that where assets comprise two or more 
components any change in overall valuation will not simply be applied to 
the overall asset but assigned to its component parts in accordance with 
any split provided by the valuer. 

 
 
4. How this report links with Corporate Priorities 
 
4.1 The preparation of the Statement of Accounts is dictated by legislation. As 

such it is not directly linked to a corporate priority, although the Council is 
firmly committed to the guiding principle of transparency and accountability in 
the stewardship of public funds.    

 
 
5. Options 
 
5.1 If the amendment is 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 
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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 Council’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 

individual local authorities have the scope to design them to fit their particular 
circumstances. 

 
7.4 A review of the Council’s existing accounting policies has identified an 

amendment that would confirm the status of an existing practice adopted 
when recording the change of value of assets that comprise more than one 
component.  

 
 
8 Property, Plant and Equipment (PPE) 
 
8.1 The Council recognises property assets on its balance sheet in accordance 

with accounting best practice in regard to valuation, depreciation and 
impairment. This includes, where applicable, identifying the individual 
significant components of an asset. The Council’s PPE accounting policies 
include a section on componentisation that sets out both the values above 
which assets will be considered for splitting into components and thresholds 
below which individual components will not be identified. These policies are 
aimed at reducing the time and resources spent meeting accounting 
requirements without compromising the financial information reported. 

 
8.2 Asset values are reviewed annually as well as being subject, as a minimum, 

to a five-yearly professional valuation. These valuations form the basis of the 
carrying value of the assets in the Council’s balance sheet. Where an asset 
includes components the valuer provides a breakdown of any revised 
valuation by individual component. It is the custom and practice of the Council 
to use the breakdown provided to amend the carrying values of the 
component parts. 

 
8.3 It is however acknowledged that, in theory, the Council could chose to apply 

any change in value to the asset on a basis of its choice.  For the sake of 
clarity and consistency it is considered prudent to record the Authority’s 
customary approach within the accounting policies.   

  
8.4 It is proposed that the Council’s property, plant and equipment policy has the 

following bullet point added to its ‘Componentisation’ section: 
 



 

 where valuation of a componentised asset identifies a change in 
value of an individual component this will be applied to its carrying 
value.   


