
Statement of 
Accounting Policies
1. Code of Practice
The general policies adopted in preparing these accounts are in accordance with the 
current Code of Practice on Local Authority Accounting in the United Kingdom issued 
by the Chartered Institute of Public Finance Accountants (CIPFA)), henceforth 
referred to as the “Code of Practice”. This Code of Practice is based upon International 
Financial Reporting Standards (IFRS), with some adoptions from International Public 
Sector Accounting Standards (IPSAS).

Accounts drawn up under the Code assume that a local authority’s services will 
continue to operate for the foreseeable future. This assumption is made because local 
authorities carry out functions essential to the local community and are themselves 
revenue-raising bodies (with limits on their revenue-raising powers arising only at the 
discretion of central government).
 
1.1 Materiality
The Council has presented information in the accounts to provide a full picture of its 
performance and financial health, any of which, if omitted, might influence decisions 
made on the basis of these accounts. Information about transactions and balances of 
low financial value and which are non-influential for decision-makers (immaterial) 
have been omitted where possible to improve the readability of the statements.

1.2 Rounding
It is not the Council’s policy to adjust for immaterial cross-casting differences between 
the main statements and disclosure notes.

2.  Comprehensive Income and Expenditure Statement

2.1 Accruals of Expenditure and Income
The Statement of Accounts is prepared on an accruals basis with the effects of 
transactions and other events being recognised when they occur, and recorded in the 
accounting records and reported in the financial statements of the periods to which 
they relate. This means that:

 Revenue from contracts with service recipients, whether for services or the 
provision of goods, is recognised when (or as) the goods or services are 
transferred to the service recipient in accordance with the performance 
obligations in the contract.

 Supplies are recorded as expenditure when they are consumed – where there 
is a gap between the date supplies are received and their consumption, they 
are carried as inventories on the Balance Sheet.

 Expenses in relation to services received (including services provided by 
employees) are recorded as expenditure when the services are received 
rather than when payments are made.



 Where revenue and expenditure have been recognised but cash has not been 
received or paid, a debtor or creditor for the relevant amount is recorded in 
the Balance Sheet. Where debts may not be settled, the balance of debtors 
is written down and a charge made to revenue for the income that might not 
be collected.

The exception to this is the Cash Flow Statement which is prepared in accordance 
with International Accounting Standard (IAS) 7.

2.3 VAT 
Income and expenditure accounts are VAT exclusive, unless VAT is irrecoverable, in 
which case it is included.

2.4 Revenue Grants 
Grants are immediately recognised where the Council has reasonable assurance it will 
comply with the conditions attached to the grant, and the grants or contributions will 
be received.

2.5 Charges to Revenue
Annual charges to the Financing and Investment Income and Expenditure line in the 
Comprehensive Income and Expenditure Statement (CIES) for interest payable are 
based on the carrying amount of the liability, multiplied by the effective rate of 
interest for the instrument. The effective interest rate is the rate that exactly 
discounts estimated future cash payments over the life of the instrument to the 
amount at which it was originally recognised.

The provision for depreciation are charged to the surplus or deficit on provision of 
services section of the Comprehensive Income and Expenditure Statement to the 
relevant service. 

This results in a charge to the General Fund for depreciation for all General Fund fixed 
assets used in the provision of services. The charge is allocated to each individual 
service on the basis of the capital employed in its provision. Depreciation charges are 
reversed out of the General Fund in the Movement in Reserves Statement.

Depreciation is a bottom line charge to the HRA. An amount equal to depreciation is 
credited to the Major Repairs Reserve via the Movement on the HRA statement, and 
the impact of this is offset by crediting the Movement on the HRA statement with the 
same amount from the Capital Adjustment Account.

Amounts set aside from revenue for the repayment of external loans, to finance 
capital expenditure or as transfers to earmarked reserves are disclosed in the 
Movement in Reserves Statement and the notes to this statement.

2.6 Council Tax and National Non Domestic Rates (NNDR)
Council Tax included in the Comprehensive Income and Expenditure Statement (CIES) 
account is Brent’s accrued income for the year including its share of the surplus or 
deficit arising. The collection of Council Tax on behalf of the Greater London Authority 



(GLA) is in substance an agency arrangement so these amounts are not shown in the 
surplus or deficit on provision of services section of the Comprehensive Income and 
Expenditure Statement. There will be a debtor / creditor position between Brent and 
the GLA to be recognised in Brent’s balance sheet if the net cash paid to the GLA is 
not exactly its share of cash collected from Council Taxpayers. In this case, Brent’s 
accrued income will be shown in the taxation and non-specific grant section of the 
Comprehensive Income and Expenditure Statement. The ‘Operating Activities’ 
section of the cash flow statement only includes Brent’s share of Council Tax cash 
collected during the year. 

The income collected from NNDR is shared between the Council, Central Government 
and the Greater London Authority (GLA) rather than being paid over to government 
and redistributed (so is now acting as principal and agent.) Apart from its own share 
of NNDR transactions, Brent accounts only for the effects of timing differences 
between the collection of NNDR attributable to major precepting authorities and 
central government and paying it across.

2.7 Foreign Currency Transactions 
Transactions in foreign currencies are accounted for in Sterling at the rate ruling on 
the date of the transactions. The Pension Fund accounting policies deal with the only 
foreign currency de-nominated assets disclosed on the balance sheet.

2.8 Jointly Controlled Operations
The council has jointly controlled operations in the form of pooled budgets in 
conjunction with Brent CCG and Central and North West London NHS Foundation 
Trust. The Council’s joint operations with Brent CCG relate to the Better Care Fund 
and the Brent Integrated Community Equipment Service. The Council’s joint 
operation with the Central North West London Mental Health Trust relate to the 
management of the joint Mental Health Service in Brent. The authority recognises the 
income that it gains and expenditure that it incurs on the Comprehensive Income and 
Expenditure Statement. The Balance sheet recognises any assets and liabilities 
resulting to the council from the pooled budget.

3. Balance sheet – Non Current Assets

3.1 Plant, Property and Equipment 
Assets that have physical substance and are held for use in the production or 
supply of goods or services, for rental to others, or for administrative purposes 
and that are expected to be used during more than one financial year are 
classified as property, plant and equipment (PPE). 

All expenditure on the acquisition, creation or enhancement of PPE above the 
Council’s de minimis of £5,000 is capitalised on an accruals basis in the accounts.  
Expenditure that maintains but does not add to an asset’s potential to deliver 
future economic benefits or service potential (ie most repairs and maintenance) 
is charged as an expense when it is incurred.



Property, Plant and Equipment are initially measured and subsequently valued on the 
basis required by CIPFA and in accordance with the Statements of Asset Valuation 
Principles and Guidance Notes issued by the Royal Institute of Chartered Surveyors 
(RICS). This is performedby the Council’s In-house Valuer and its appointed valuers 
Wilkes, Head and Eve LLP.  Property, Plant and Equipment are classified into the 
groupings required by the Code of Practice.

Individual categories of assets are valued on the following basis:

 Council dwellings are valued using a beacon principle (i.e. using sample 
dwellings) based on their Open Market Value (OMV) but adjusted to reflect 
their value as social housing

 Other Land and Buildings are included in the balance sheet at their OMV.  The 
exceptions to this are school buildings and Social Services establishments that 
are included at their Depreciated Replacement Cost (DRC).

 Surplus assets are included in the balance sheet at their OMV.

 Community assets are included in the balance sheet at depreciated historic 
cost where appropriate otherwise they are included at a nominal value.

 Infrastructure assets, vehicles, plant, furniture and equipment have been 
valued at depreciated historic cost. 

 Assets under construction are held at their invoiced construction cost at year 
end.

Revaluations of Property, Plant and Equipment are planned on a five year cycle with 
a proportion of the asset base being revalued each year. Material changes to asset 
valuations resulting from works or similar investment outside of the agreed 
revaluation of assets cycle will be adjusted in the period as they occur. 

3.1.1 Depreciation and Amortisation 
Depreciation is the measurement of the cost or revalued amount of the economic 
benefits of the tangible non-current assets that have been consumed during the 
financial year.

Amoritisation is the measurement of the cost or revalued amount of the economic 
benefits of the intangible non-current assets that have been consumed during the 
financial year.

Consumption includes the wearing out, using up or other reduction in the useful 
economic life of a non-current asset whether arising from use, passing of time or 
obsolescence through either changes in technology or demand for the goods and 
services produced by the asset. 

Depreciation is calculated on all building assets using the straight line method as set 
out below.  Land Assets are not depreciated.

Buildings (including HRA) 5 – 60 years as determined by the valuer
Infrastructure 10 – 40 years
Plant, Vehicles, Equipment & Machinery Up to 10 years



Community Assets Not depreciated where held at nominal 
value

Housing Revenue Account dwellings are depreciated by an estimate of the 
consumption of economic benefits. 

Where buildings assets are revalued, the accumulated depreciation at the beginning 
of the year is written down to the revaluation reserve.

3.1.2 Component Accounting 
Local authorities are required to value the components of major assets, where the 
components are of material value and have a significantly different economic life to 
the asset itself. 

Componentisation will be undertaken where the value of the individual component 
is over £2m and the value of that component is in excess of 20% of the total gross 
carrying value of the building and will be undertaken when buildings are valued or re-
valued, or enhancement expenditure of £0.25m is incurred.

Where componentisation applies the assets will be broken down into the following 
broad categories;

 Building main structure - including foundations, structure, doors, windows 
and internal finishes - Design life 60 years.

 Heating systems - boilers, hot water systems, piping, air ventilation, pumps - 
Design life 25 years.

 Electricals - fixed wiring, lighting - Design life 30 years.
 Mechanical plant - lifts - Design life 30 years.
 Roof structure - Design life 50 years.
 Externals - drains, service mains, car parks, play areas, landscaping - Design 

life 60 years.

The estimated life of the individual categories may vary and the above is intended as 
a guide. In some circumstances further break down to additional components maybe 
justified for unusual or specialist building elements.

The remaining life of each of the elements is given, then the blended remaining useful 
life is calculated and applied to the overall asset.

3.2 Investment Properties 
Investment properties are properties held solely for capital appreciation or rental 
income. The Code of Practice requires that investment properties are not 
depreciated, but instead held at fair value, in this case OMV, and their book value is 
adjusted annually where there has been a material change in value. 

3.3 Heritage Assets 
Heritage Assets are defined as:

A tangible asset with historical, artistic, scientific, technological, geophysical or 
environmental qualities that is held and maintained principally for its contribution to 



knowledge and culture, or an intangible asset with cultural, environmental or 
historical significance. 

Heritage assets are carried at valuation rather than fair value, reflecting the fact that 
exchanges of heritage assets are uncommon. The Council’s valuation is as per an 
insurance valuation. Revaluations will be carried out as and when the insurance 
valuation is updated.

3.4 Intangible Assets 
Intangible assets are identifiable non-monetary assets without physical substance. 
Expenditure on purchasing intangible fixed assets such as computer software has 
been capitalised at cost when it is probable that future economic benefit or service 
potential will flow to the authority.

Amortisation is the equivalent of depreciation for intangible assets and is calculated 
using the straight line method based on estimated economic life of between 5 to 7 
years.

3.5 Impairment 
Impairment reviews on groups of assets are undertaken on an annual basis by the 
valuer. Impairment is recognised where the asset’s carrying value is greater than its 
net recoverable value in use or through sale, and the loss is specific to the asset, or a 
small group of assets. Losses not specific to the asset or a small group of assets, such 
as a general fall in market prices will be treated as revaluation losses.

Impairment losses are recognised against historic cost, and revalued net book value 
(for revalued assets). Losses for revalued assets will be recognised against the 
revaluation reserve to the limit of the credit balance for that asset in the revaluation 
reserve, and thereafter in surplus or deficit on provision of services in the 
Comprehensive Income and Expenditure Statement. Losses for non-revalued assets 
will be recognised in surplus or deficit on provision of services in the Comprehensive 
Income and Expenditure Statement.

The impairment review includes an annual assessment of whether there is indication 
that the recoverable value of any impaired assets has increased, reversing part or all 
of the impairment. 

For Plant, Property and Equipment, and Intangible Assets, if there is indication that 
the recoverable value has increased, the valuer will reassess the economic life of the 
asset for the purposes of determining depreciation. The impairment will be reversed 
to the extent that up to the carrying value of the asset had there been no impairment. 
This reversal will in the first instance be used to reverse any charge made to the 
surplus or deficit on provision of services in the Comprehensive Income and 
Expenditure Statement, and then to the revaluation reserve. 

4. Balance sheet – Current Assets

4.1 Inventories and Long Term Contracts 
Inventories are valued at the lower of cost and net realisable value. The Council   only 
obtains inventories through exchange tranactions.



4.2 Cash and Cash Equivalents 
IAS 7 defines cash and cash equivalents as cash, bank balances, and very short term 
investments used for cash management purposes. The Council uses bank overdrafts 
as part of its cash management strategy, therefore these are disclosed as part of cash 
and cash equivalents in line with IAS 7. Short term investments invested for three 
months or less with a known maturity value and date are included in cash and cash 
equivalents; the Council uses money market funds as an integral part of its cash 
management, so these investments are also disclosed as part of cash and cash 
equivalents.

4.3 Work in Progress (Construction contracts)
Under the Code of Practice, construction contracts undertaken by the Council for the 
Council’s customers are accounted for as set out in the code This is separate from 
Assets under Construction where the Council is constructing assets for its own use. 
The Code of Practice requires use of the percentage completion method for 
calculating accounting entries for such contracts. Under the percentage of completion 
method, contract revenue is matched with the contract costs incurred in reaching the 
stage of completion, resulting in the reporting of revenue, expenses and 
surplus/deficit which can be attributed to the proportion of work completed. The 
percentage of completion is assessed based on costs incurred for work performed to 
date.

Until the point where outcome of the construction contract can be reliably estimated, 
revenue will only be recognised in line with construction costs to date. Once 
construction costs can be reliably measured, revenue will be recognised using the 
percentage completion method described above. Any expected losses will be 
immediately recognised as an expense. 

5.  Balance sheet - Liabilities 

5.1 Provisions, Contingent Liabilities, and Contingent Assets 
The Council makes a provision in compliance with IAS 37 where there is a present 
obligation as a result of a past event where it is probable that the Council will incur 
expenditure to settle the obligation and where a reasonable estimate can be made of 
the amount involved. 

In addition to the provisions listed in note 9 to the Core Financial Statements, there 
is a provision for unrecovered debts, this has been netted off against the debtors 
figure on the balance sheet (see note 2 to the Core Financial Statements).

The Code of Practice requires provisions to be split into current provisions (within a 
year) and long term provisions. The current provision for insurance is estimated by 
on the basis of professional advice provided on the insurance fund.

The provision for Council Tax debts is based on an assessment of the likely future 
collection of Council Tax arrears compared to the total level of arrears. Collection of 
arrears continues for several years after the original liability arises, and the provision 
is re-assessed each year based on collection trends and movements in amounts due. 
Debts are not actually written off until there is no realistic chance of collection, at 
which point the write-off reduces both the debtors and provision totals.



A contingent liability is disclosed in the notes to the accounts where there is either a 
possible obligation as a result of a past event where it is possible that the Council will 
incur expenditure to settle the obligation; or a present obligation as a result of a past 
event where it is either not probable that the Council will incur expenditure to settle 
the obligation, or where a reasonable estimate of the future obligation cannot be 
made.

A contingent asset is disclosed in the notes to the accounts where a possible asset 
arises from past events, and whose existence will be confirmed only by the 
occurrence or non-occurrence of one or more uncertain future events not wholly 
within the control of the Council.

5.2 Employee benefits 
The Council recognises a provision for the entitlement of its employees to benefits 
within the reported financial year. This provision is estimated based on the 
entitlement of the Council’s employees to leave as at the 1 April for the previous 
financial year.

Regulations prohibit Council tax payers from being charged for this provision, so any 
movement in this provision is transferred to the Accumulated Absences Account.

The Council accounts for employee benefits in accordance with the Code which is 
based on IAS 19. The underlying principle of IAS 19 is that an organisation should 
account for employment and post-employment benefits when employees earn them 
and the authority is committed to providing them, even if the actual provision might 
be many years into the future.

5.3 Reserves
Reserves are divided into usable and unusable reserves. Within the usable reserves 
there are amounts set aside for earmarked purposes out of the balances on the 
Council’s funds. 

6 Balance Sheet - Financial Instruments

6.1 Financial Assets 
Financial assets are classified into three types:

 Loans and receivables – assets that have fixed or determinable payments, 
but are not quoted in an active market

 Available for sale assets – assets that have a quoted market price and / or do 
not have fixed or determinable payments – the Council does not hold any of 
these assets

 Fair value through income and expenditure

6.1.1 Loans and Receivables 
Loans and Receivables are initially measured at fair value and carried at their 
amortised cost. Annual credits to the Comprehensive Income and Expenditure 
Statement for interest receivable are based on the carrying amount of the asset 
multiplied by the effective rate of interest for the instrument. For most of the loans 



that the Council has made, this means that the amount presented in the Balance 
Sheet is the outstanding principal receivable plus interest outstanding, and interest 
credited to the financing and investment income and expenditure section of the 
Comprehensive Income and Expenditure Statement is the amount receivable for the 
year in the loan agreement.

Where assets are identified as impaired because of a likelihood arising from a past 
event that payments due under a contract will not be made, the asset is written down 
and a charge made to the surplus or deficit on provision of services section of the 
Comprehensive Income and Expenditure Statement. 

Any gains or losses that arise on the derecognition of the asset are credited/debited 
to the surplus or deficit on provision of services section of the Comprehensive Income 
and Expenditure Statement.

6.1.2 Fair value through income and expenditure 
Investments where there is an active market (e.g. certificates of deposit or gilts). 
These are treated in the same manner as Loans and Receivables.

6.2 Premature Redemption of Debt 
The practice for the Comprehensive Income and Expenditure Statement is to amortise 
premia and discounts over a period which reflects the life of the loans with which they 
are refinanced determined as described below.  This will not be followed in the 
following situations:

 Where it is permissible and advantageous to capitalise premia (in which case 
the question of amortisation will not arise)

 Where the loans redeemed are not refinanced (when premia and discounts 
will be taken directly to the Revenue Account)

 Where discounts and premia are amortised over a broadly similar period, for 
convenience they will be shown as a net figure.

The practice for the HRA is different. In this case, discounts and premia are amortised, 
individually, over the remaining life of the loan repaid or ten years, whichever is the 
shorter.

6.3 Financial Liabilities 
Financial liabilities are initially measured at fair value and carried at their amortised 
cost. Annual charges to the Comprehensive Income and Expenditure Statement for 
interest payable are based on the carrying amount of the liability, multiplied by the 
effective rate of interest for the instrument. For most of the borrowings that the 
Council has, this means that the amount presented in the Balance Sheet is the 
outstanding principal repayable and interest charged to the Comprehensive Income 
and Expenditure Statement is the amount payable for the year in the loan agreement.

Gains and losses on the repurchase or early settlement of borrowing are credited and 
debited to the surplus or deficit on the provision of services section in the 
Comprehensive Income and Expenditure 



Statement in the year of repurchase / settlement. However, where repurchase has 
taken place as part of a restructuring of the loan portfolio that involves the 
modification or exchange of existing instruments, the premium or discount 
respectively would be deducted from or added to the amortised cost of the new or 
modified loan and the write down to the surplus or deficit on the provision of services 
section in the Comprehensive Income and Expenditure Statement spread over the life 
of the loan by an adjustment to the effective interest rate.

Where premia and discounts have been charged to the surplus or deficit on the 
provision of services section in the Comprehensive Income and Expenditure 
Statement, regulations allow the impact on the General Fund balance to be spread 
over future years. The Council has a policy of spreading the gain / loss over the term 
of the replacement loan, at present up to a maximum of thirty years. The 
reconciliation of amounts charged to the surplus or deficit on the provision of services 
section in the Comprehensive Income and Expenditure Statement to the net charge 
required against the General Fund balance is managed by a transfer to or from the 
Financial Instruments Adjustment Account in the Movement in Reserves Statement.

7 Capital Financing

7.1 Capital Expenditure 
Capital expenditure on building assets is added to the value of the asset and 
depreciated over the remaining useful life.  

Capital expenditure on HRA dwellings is added to the value of fixed assets.

Revenue expenditure funded from capital under statute (REFCUS) represents 
expenditure that may be capitalised under statutory provisions but does not result in 
the creation of tangible assets owned by the Council. Such revenue expenditure 
incurred during the year has been written off as expenditure to the relevant service 
revenue account in the year.

7.2 Capital Government Grants and Contributions
Where the acquisition of a fixed asset is financed either wholly or in part by a 
government grant or other contribution, the amount of the grant or contribution is 
recognised as income as soon as the Council has reasonable assurance it will comply 
with the conditions attached to the grant, and the grants or contributions will be 
received. 

7.3 Leasing
The Council has acquired a number of assets, mainly vehicles, plant and computer 
equipment, by means of leases. The Council assesses whether or not leases have to 
be disclosed on balance sheet in line with IAS 17, using guidance from the Royal 
Institute of Chartered Surveyors as directed by the CIPFA. Where the terms of the 
lease transfer substantially all the risks and rewards incidental to ownership 
leases are recorded on balance sheet as finance leases, other leases not reported on 
the balance sheet are known as operating leases.

Finance leases are initially recognised on the balance sheet with assets and liabilities 
equal to the net present value of the minimum lease payments. Where a contract 



does not detail an interest rate for a specific asset, or provide sufficient information 
for its calculation, the interest rate implicit in the lease will in the first instance be 
estimated based on interest rates for other assets within the lease. If there is no 
interest rate detailed in the lease then a suitable interest rate is applied.

Assets financed by finance leases are treated as having an economic life equal to the 
minimum length of the contract and are depreciated over this period. 

Finance lease repayments and interest payments are calculated using the actuarial 
method (allocating interest to the period it relates to) and assumes that a single 
payment is made at the end of the contract year. Where a contract starts part way 
through a single financial year payments will be apportioned to that financial year 
based on the number of days of the contract year within the reported financial year.

Rentals payable under operating leases are charged to revenue in the year in which 
they are paid and no provision is made for outstanding lease commitments.

Two interpretations of the International Financial Reporting Standards apply to 
contracts and series of transactions where the substance of the contract or 
transactions may be a lease under International Financial Reporting Standards. The 
Council first assesses whether or not contracts contain a service concession under 
IFRS Interpretations Committee (IFRIC) 12, and then whether or not there is an 
embedded lease under IFRIC 4. The disclosure of service concessions is complex and 
dealt with in further detail below. Embedded leases are disclosed as set out in IFRIC 
4, accounting policies for major embedded finance leases are set out below. 

7.3.1 Service Concessions and the Private Finance Initiative (PFI)
Contracts and other arrangements that have been determined as “service 
concessions” are accounted for under IFRIC 12, the Code of Practice and the 
additional provisions of IPSAS 32 Service Concession Arrangements: Grantor. 

Where new assets are identified these assets are recognised at fair value being the 
relevant elements of the capital cost in the PFI operators’ financial model. 

Where the PFI operator’s right to third party income is recognised in reductions to 
the unitary payment, a proportion of the finance lease creditor is re-allocated to a 
deferred income balance based on the proportion of fixed payments (if any) from the 
Council and expected third party payments.  The deferred income balance is 
amortised to the Comprehensive Income and Expenditure Statement on a straight 
line basis over the life of the PFI scheme.

The Council’s ongoing liabilities for these service concessions are recognised on the 
balance sheet. This has been done by recognising a finance lease creditor and written 
down accordingly.

The assets acquired with these service concessions will be depreciated over the useful 
estimated economic life of the assets; with the exception of the assets generated by 
a Social Housing PFI. Legal title to the majority of assets from the Social Housing PFI 
will remain with the PFI operator, so these assets will be depreciated over the life of 
the contract, not their useful economic life.



Lifecycle costs will be capitalised in line with the directions of the Code of Practice on 
capitalising expenditure for these service concessions. All lifecycle costs for the Street 
lighting PFI are treated as revenue maintenance expenditure due to the nature of 
maintaining street lighting.

7.4 Minimum Revenue Provision
The Minimum Revenue Provision (MRP) included within this year’s Statement of 
Accounts has been calculated on the basis of the previous year’s outturn position, 
amended for the inclusion of PFI projects as per the requirements of the International 
Financial Reporting Standards. In accordance with the current regulations for the 
calculation of MRP the following policy for non-HRA assets has been applied:

For supported borrowing, the Council will use the asset life method (Option 3) 
and an ‘annuity’ approach for calculating repayments. Based on the useful 
economic lives of the council’s assets a single annuity has been calculated, 
which results in the outstanding principal being repaid over the course of one 
hundred years.  

For prudential borrowing, the Council will adopt Option 3, ‘the asset life 
method’, and an ‘annuity’ approach for calculating repayments. This option 
allows provision for repayment of principal to be made over the estimated life 
of the asset. The use of the ‘annuity’ method is akin to a mortgage where the 
combined sum of principal and interest are equalised over the life of the asset.

The proposed asset lives which will be applied to different classes of assets 
are as follows:

 Vehicles and equipment – 5 to 15 years;

 Capital repairs to roads and buildings – 15 to 25 years;

 Purchase of buildings – 30 to 40 years;

 New construction – 40 to 60 years;

 Purchase of land – 50 to100 years (unless there is a structure on 
the land with an asset life of more than 100 years, in which case 
the land would have the same asset life as the structure).

The Council reserves the right to charge a nil MRP where it chooses to offset 
a previous year’s overpayment.

These policies do not apply to HRA assets.

The statutory guidance in the Guidance on Minimum Revenue Provision (second 
edition) from the Department of Communities and Local Government directs local 
authorities to make an MRP charge equal to the writing down of the finance lease 
liability upon transition to IFRS, and a charge equal to the writing down of the finance 
lease liability in subsequent years for operating leases reclassified as finance leases. 
It states that this is equivalent to one of the other options provided by the guidance 
for MRP in other circumstances. In order to ensure consistent treatment of all finance 



leases, an MRP charge equal to the writing down of the finance lease liability will be 
made for all finance leases.

In line with the statutory guidance on Minimum Revenue Provision (MRP), MRP has 
been charged for PFIs at a rate equal to the writing down of the finance lease liability. 
In addition, to ensure that all capital costs are captured by MRP, MRP includes a 
charge equal to any capital lifecycle additions within the scheme, and a charge equal 
to the release of any deferred income. Where finance lease liabilities increase in year, 
this is recognised by a credit to MRP equal to the increase in liability. The net effect 
of this policy is to maintain revenue balances at the same level under IFRS as under 
UK GAAP which is considered the prudent course of action within Guidance on 
Minimum Revenue Provision.

Minimum Revenue Provision is charged against the General Fund in the Movement 
in Reserves statement. 

7.5 Income from the Sale of Fixed Assets
Income from the disposal of Property, Plant and Equipment is known as capital 
receipts.  Such income that is not reserved and has not been used to finance capital 
expenditure in the period is included in the balance sheet as capital receipts 
unapplied.

The treatment of HRA capital receipts is determined by the Local Government Act 
2003 as amended from 1 April 2012 in order to make new provision for the pooling 
of housing receipts by 

 The Local Authorities (Capital Finance and Accounting) (England) 
(Amendment) (No. 2) Regulations 2012 (SI 2012/711); and

 The Local Authorities (Capital Finance and Accounting) (England) 
(Amendment) (No.3) Regulations 2012 (SI 2013/1424)

As a result of these amendments, local authorities are able to retain the receipts 
generated by Right to Buy sales for replacement housing provided they can sign up to 
an agreement with Government that they will limit the use of the net Right to Buy 
receipts to 30% of the cost of the replacement homes within a 3 year period from the 
point of receipt. The London Borough of Brent has elected to enter into agreement 
with the Government to retain the net receipts from Right-to-Buy sales.

The regulations provide that receipts from Right-to-Buy sales will in future be applied 
as follows:

 the council may deduct certain costs, namely: an amount to cover the 
housing debt supportable from the income on the additional Right to Buy 
sales; transaction and administration costs; and an amount which reflects the 
income the council might reasonably have expected from Right to Buy sales 
prior to the new scheme;

 The council must also pay the Government an amount which reflects the 
income which the Treasury expected from Right to Buy sales prior to the new 
scheme;



 Once these costs are deducted, the remaining net receipts are available to 
fund (and must be applied to) replacement affordable rented homes.

7.6 Borrowing Costs
The Council may borrow to meet capital costs that are attributable to the acquisition, 
construction or production of a qualifying asset that has a life of more than one year. 
It is the Council’s policy to capitalise borrowing costs that are directly attributable to 
the acquisition, construction or production of a qualifying asset. Borrowing costs will 
be deemed as interest and other costs that the Council incurs in connection with the 
borrowing of funds, and a qualifying asset will be that which takes in excess of three 
years to get ready for intended use and has forecast expenditure in excess of £100m. 
Cessation of capitalisation will occur when substantially all the activities necessary to 
prepare the qualifying asset for its intended use are complete.

8 Group Accounts 

The Group Accounts have been prepared on the basis of a full consolidation of the 
financial transactions of the Council, its subsidiaries i4B Holdings Limited (i4B), First 
Wave Housing Limited (FWH) (formerly Brent Housing Partnership [BHP]), the 
Barham Park Trust and LGA Digital Services Limited.  FWH was an Arm’s Length 
Management Organisation (ALMO), but in 2017/18 the Council took back the 
management of its housing stock. FWH remains as a company which owns some 
housing independently of the Council. The Council remains the holder of the sole 
share in FWH. Barham Park Trust is a charity that is controlled by the council as a 
result of the council appointing all the trustees.  LGA Digital Service Limited is 50% 
owned by the council and 50% owned by the Local Government Association (LGA), 
but is controlled by the Council, which provides the company with 100% of the 
services it sells. The financial statements in the Group Accounts are prepared in 
accordance with the policies set out above.

i4B Holdings Limited records the properties it purchases as investment properties in 
its Statement of Accounts which are reported under FRS 102 as i4B holds these 
properties principally to generate a commercial return. When these properties are 
consolidated into the council’s accounts, they are consolidated as Plant, Property and 
Equipment as this reflects the fact that the Group accounts are under IFRS, which has 
a slightly different definition of Investment Properties, and these properties are used 
to provide services on behalf of the group.


