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Agenda Item:
 

Audit and Governance Committee 
22nd January 2016 

Title of Report Statements of Accounts Update 

 
Purpose of Report 
 

 
To provide members with an update on the 2015/16 Statement 
of Accounts process 

To highlight the requirement to adopt a new method of 
accounting for the Highways Network Asset, which will take 
affect from 2016/17.

Recommendations 

 
That the Committee notes:

 The earlier timetable for producing the Statement of 
Accounts for the year ended 31st March 2016.

 Changes to the Accounts & Audit Regulations and CIPFA’s 
Accounting Code of Practice. 

 The requirements to adopt a new method of accounting for 
the Highways Network Asset from 2016.

Contact Jo Walker, Strategic Finance Director (01452) 328469
joanna.walker@gloucestershire.gov.uk

Mark Spilsbury, Head of Finance – Head of Financial 
Management (01452) 328920 
mark.spilsbury@gloucestershire.gov.uk

John Kear, Financial Accounting Manager (01452) 328912
john.kear@gloucestershire.gov.uk
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Report 

1. Introduction

The Council’s Statement of Accounts is prepared in accordance with the provisions of 
the Local Audit and Accountability Act 2014 and the Accounts and Audit Regulations 
2015 (the 2015 Regulations). The form and content of the Statements are as prescribed 
in the Regulations and in accordance with the Accounting Code of Practice (the Code) 
issued by the Chartered Institute of Public Finance and Accountancy (CIPFA), which is 
based on International Financial Reporting Standards (IFRS).  

The Code specifies the principles and practices of accounting required to produce the 
Statement of Accounts, which give a true and fair view of the financial position and 
transactions of a local authority.  The Council’s accounting policies are therefore 
substantially as prescribed by the Code.

The Code is reviewed continuously by CIPFA and is updated annually. The 2015/16 
Code has been issued and takes effect for financial years commencing 1st April 2015.

This report highlights the significant changes to the 2015 Regulations, which will impact 
on the timelines around the closure of the Council’s accounts.  Although not taking effect 
until 2017/18, the Council will be undertaking a dry run for the 2015/16 accounts, and 
closing the accounts early.  In this way we will ensure that we have the processes and 
practices in place to comply fully with the Code in future years.

2. Accounts and Audit Regulations 2015  

Whilst minor changes have been introduced the 2015 Regulations still require the 
Statement of Accounts to be approved and signed by the chair of the relevant approving 
committee, which for this Council is this Committee.

The main changes introduced by the 2015 Regulations are detailed in the following 
sections:

Earlier Timetable for the Closure of Accounts

From 2017/18 the 2015 Regulations shorten the accounts preparation timetable for the 
approval and publication of the accounts, from the existing 30th September to 31st July.  

The period of notice provided to councils for this key change is designed to allow them 
time to make the necessary changes to their processes and give auditing firms time to 
adjust their business models.
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The process for the closure of the Accounts will be as follows:

 The Chief Finance Officer must certify the presentation of the Accounts 
before public inspection commences;

 The Annual Accounts (including the Annual Governance Statement) 
must be published with the Audit Opinion and Certificate, and before 
that must have been approved by the Committee, by no later than 31st  
July; and

 The Chief Finance Officer re-certify the presentation of the annual 
accounts before Committee approval is given.

Implications of an earlier closure of accounts for the Council are considered in a later 
section. 

Exercise of Public's Rights to Inspect the Accounts

For financial years up to and including 2014/15, the 2011 Regulations required local 
authorities to make the accounts and other relevant documents available for public 
inspection for 20 working days before the date appointed by Council’s external auditor 
for questions and/or objections. Authorities were required to give at least 14 days’ 
notice of the public inspection period.

The 2015 Regulations extend the period for exercise of Public Rights (which will 
include rights of objection, inspection and questioning of the external auditor) to 30 
working days.  During the period for the excise of public rights the Council must make 
all relevant documents available for public inspection.

Other Minor Changes

There are a number of other minor changes in the 2015 Regulations that apply from
2015/16.  Those worth noting are:

 Documents relating to the published statement of accounts must 
remain available for public access for a period of not less than five 
years; and

 A narrative statement must be prepared to support the statement of 
accounts. It must include comment by the authority on its financial 
performance and economy, efficiency and effectiveness in its use of 
resources over the relevant financial year. The Explanatory Foreword 
to the Accounts that in previous years has been required under the 
CIPFA Code of Practice on Local Authority Accounting is expected to 
meet this requirement as an interim measure for 2015/16 until further 
guidance is issued by CIPFA.
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3. Implications for Faster Closing of the Accounts 

An earlier closure of the 2017/18 accounts will inevitably mean major changes in the 
way that the Council prepares the accounts, with the period of notice provided 
reflecting the degree of change required to achieve the earlier deadlines.

The key benefits of faster closure of accounts are generally recognised as:

 Easing the problem of managing competing demands on staff 
resources by lessening the impact of the old (prior) year work on the 
performance of the new (current) year;

 Enabling key financial decisions to be taken earlier on the basis of 
reliable data and known facts about overall financial position;

 Promoting good governance in the assurance that any weaknesses, 
errors or omissions in financial systems are identified and corrected at 
the earliest opportunity;

 Forward planning can not only be done earlier but also determined 
with more certainty. 

Therefore, rather than wait until 2017/18, the Council is planning for an earlier closure 
of the Council’s 2015/16 accounts.  This will allow the trialing/introduction of 
fundamental changes to systems and processes used to prepare the accounts, all of 
which will be designed to achieve the earlier deadlines.   This Committee will still 
approve the 2015/16 accounts at the September 2016 meeting.  In subsequent years 
an earlier meeting will be needed to meet statutory deadlines.

With  these proposed changes it is imperative that there is early dialogue with our 
external auditors so that agreement can be reached on the audit approaches and 
appropriate capacity can be included in work plans to support our working methods.  
Discussions have already taken place with the Council’s external auditor, which has 
brought a positive response, and further officer meetings have been arranged to 
confirm plans.

The proposed detailed timetable is currently being finalised and agreed with the 
Council’s external auditor:

4. CIPFA Accounting Code of Practice 2015/16

The main areas for amendments to the Code for 2015/16 include:

(a) IFRS 13 Fair Value Measurements and the Measurement of Property, Plant 
and Equipment;

(b) Narrow scope amendments to IFRSs;
(c) IFRIC 21 Levies;
(d) Changes to UK GAAP
(e) Other minor and drafting amendments; and
(f) Legislative changes.
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In reviewing the nature of these changes it is not considered that that they will result 
in a material impact on the Council’s 2015/16 Accounts.

CIPFA has announced that the Accounting Code of Practice (the 2016 Code) for 
2016/17 will require the Highways Network Asset to be recognised as a separate 
class of property, plant and equipment, measured at Depreciated Replacement Cost 
(DRC) rather than the current basis of measurement at Depreciated Historical Cost.  
This change has been anticipated for the last two years and the Council has been 
preparing for its implementation in 2016/17.  Further details are provided in the 
Highways Network Asset section of this report.

Although this change is effective for 2016/17, the Code for 2015/16 requires 
additional disclosure to be included in the 31 March 2016 financial statements, 
including the expected amount of revaluation gain and the expected change in 
depreciation.

5. Accounting Policy Changes in the 2015/16 Accounts

Accounting Policies represent the specific principles, bases, conventions, rules and 
practices applied by an entity in preparing and presenting financial statements. The 
adoption of appropriate accounting policies is therefore important as they determine 
the way in which the Statements of Accounts are prepared.

Changes in accounting policies are only permitted if the changes are mandatory under 
the annual IFRS based Code of Practice on Local Authority Accounting and require a 
new or revised accounting policy to be adopted by all local authorities or in the 
unusual event whereby a change would result in more reliable and relevant 
information. Changes in accounting polices are generally retrospective and therefore 
require a balance sheet for an additional year in the annual accounts.  Changes in 
circumstances would not represent a change in accounting policy.

The Council has undertaken a review of the accounting policies that it needs to 
disclose in it’s 2015/16 Annual Statement of Accounts to ensure they are relevant and 
reflect the Council’s accounting requirements for the 2015/16 financial year. This is in 
line with the “Cutting the Clutter” agenda which aims to remove unnecessary detail 
from Local Authority accounts to improve users understanding.  .

Accounting policies are a required part of the statement of accounts that the 
Committee approves each year. The full set of accounting polices, will be included in 
the accounts considered by the Committee in September 2016.

6. Highways Network Asset

CIPFA has agreed that the 2016-17 Code of Practice on Local Authority Accounting in 
the United Kingdom will adopt the new depreciated replacement cost (DRC) 
measurement requirements for the Highways Network Asset.
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The Transport Code was first published in 2010 and since that time has been used 
to provide information for the Whole of Government Accounts and increasingly to 
support asset management. The purpose of the Code is to support an asset 
management based approach to the provision of financial information about a local 
authority’s highways network asset. The intention is that each authority develops a 
single set of financial management information about this asset, which can include 
anything from a street lamp to a surface layer on a road.

This change will bring Local Authorities into line with Central Government and 
remove inconsistencies in reporting in the Whole of Government accounts.

There has been substantial consultation and debate regarding the implementation of 
the Code for a number of years, however since the announcement that the 
requirements will be adopted for 2016-17, local authorities have been encouraged to 
take appropriate action to ensure that they will meet the requirements of the Code, 
which includes finance, asset management and engineering professionals working 
together to develop appropriate project plans.

Over the last two years the Council’s finance officers have been liaising with 
highways engineers to develop a suitable strategy to ensure that the Council is well-
placed to comply with the Code requirements. Extensive analysis and data collection 
has already been completed to the extent that the highways engineers can value the 
cost of the highways asset. However, further work will be required to ensure that the 
asset values are correctly recorded and match the details of the asset management 
system, and that retrospective values are available for the preparation of the 2016/17 
accounts.  Discussions are well advanced with our external auditors and in principal 
a dry run audit of the Highways Network Asset has been agreed for autumn 2016, 
which will provide additional confidence that we will comply with all statutory 
requirements relating to the Highways Network Asset.   

The introduction of the Code will have a significant impact on the Council’s balance 
sheet. It is estimated that the Council’s non-current assets will increase by around 
£8bn.

 7. Financial Considerations

The resources required to implementing these changes will be met from within 
existing budgets.

Jo Walker
Strategic Finance Director


