
IFRS 13 Accounting Policy and changes to PPE and Financial Instruments 
Accounting Policies

Fair Value Measurement

The council measures some of its non-financial assets such as surplus assets, 
investment properties and assets held for sale and some of its financial 
instruments such as equity shareholdings at fair value at each reporting date. Fair 
value is the price that would be received to sell an asset or paid to transfer a 
liability in an orderly transaction between market participants at the measurement 
date. The fair value measurement assumes that the transaction to sell the asset or 
transfer the liability takes place either:

a) in the principal market for the asset or liability, or
b) in the absence of a principal market, in the most advantageous market for the 

asset or liability.

The authority measures the fair value of an asset or liability using the assumptions 
that market participants would use when pricing the asset or liability, assuming 
that the market participants act in their economic best interest.

When measuring the fair value of a non-financial asset, the authority takes into 
account a market participant’s ability to generate economic benefits by using the 
asset in its highest and best use or by selling it to another market participant that 
would use the asset in its highest and best use.

The authority uses techniques that are appropriate in the circumstances and for 
which sufficient data is available, maximising the use of relevant observable inputs 
and minimising the use of unobservable inputs.

Inputs to the valuation techniques in respect of assets and liabilities for which fair 
value is measured or disclosed in the council’s financial statements are 
categorised within the fair value hierarchy as follows:

 Level 1 – quoted prices (unadjusted) in active markets for identical assets or 
liabilities that the council can access at the measurement date

 Level 2 – inputs other than quoted prices included within Level 1 that are 
observable for the asset or liability, either directly or indirectly

 Level 3 – unobservable inputs for the asset or liability

Note 15.  Property, Plant and Equipment

Accounting Policy

The change affects the measurement section to the policy which has been 
changed as follows:



Measurement

Assets are initially measured at cost, comprising:

 - the purchase price
- any costs attributable to bringing the asset to the location and condition 
necessary for it to be capable of operating in the manner intended by management
- the initial estimate of the costs of dismantling and removing the item and 
restoring the site on which it is located.

Assets are then carried in the Balance Sheet using the following measurement 
bases:
- infrastructure, community assets and assets under construction – depreciated 
historical cost
- surplus assets – fair value based on the price that would be received to sell an 
asset or paid to transfer a liability in an orderly transaction between market 
participants at the measurement date
- all other assets – fair current value, determined as the amount that would be paid 
for the asset in its existing use (existing use value – EUV).

Where there is no market-based evidence of fair current value because of the 
specialist nature of an asset, depreciated replacement cost (DRC) is used as an 
estimate of fair current value.

Where non-property assets that have short useful lives or low values (or both), 
depreciated historical cost basis is used as a proxy for fair current value.

The Council has a policy in place to revalue its assets on a rolling programme 
basis.  All assets will be revalued at least every four years. Assets will also be 
revalued following significant works occurring on that asset or some event that 
may impact on the value of that asset, such as a significant downturn in economic 
conditions. Revaluation gains are written to the Revaluation Reserve, after 
reversing any revaluation losses on that asset previously posted to the 
Comprehensive Income and Expenditure Statement.  Revaluation losses will be 
written off against any balance on the Revaluation Reserve for that asset or to the 
Comprehensive Income and Expenditure Statement where no revaluation gain 
exists in the reserve for that asset. These amounts are then written out through the 
Movement in Reserves Statement so that there is no impact on Council Tax.  

Note 37.  Financial Instruments

Accounting Policy

The change affects the Available-for-Sale Assets part of the policy as follows:



Available-for-Sale Assets
Available-for-sale assets are recognised on the Balance Sheet when the Authority 
becomes a party to the contractual provisions of a financial instrument and are 
initially measured and carried at fair value. Where the asset has fixed or 
determinable payments, annual credits to the Financing and Investment Income 
and Expenditure line in the Comprehensive Income and Expenditure Statement for 
interest receivable are based on the amortised cost of the asset multiplied by the 
effective rate of interest for the instrument. Where there are no fixed asset 
multiplied by the effective rate of interest for the instrument. Where there are no 
fixed or determinable payments, income (eg dividends) is credited to the 
Comprehensive Income and Expenditure Statement when it becomes receivable 
by the Authority.
Assets are maintained in the Balance Sheet at fair value. Values are based on the 
following principles:
- instruments with quoted market prices – the market price

- other instruments with fixed and determinable payments – discounted cash flow 
analysis
- equity shares with no quoted market prices – independent appraisal of company 
valuations.

The inputs to the measurement techniques are categorised in accordance with the 
following three levels:

- Level 1 inputs – quoted prices (unadjusted) in active markets for identical assets 
that the authority can access at the measurement date.
- Level 2 inputs – inputs other than quoted prices included within Level 1 that are 
observable for the asset, either directly or indirectly. - 
- Level 3 inputs – unobservable inputs for the asset.

Changes in fair value are balanced by an entry in the Available-for-Sale Reserve 
and the gain/loss is recognised in the Surplus or Deficit on Revaluation of 
Available-for-Sale Financial Assets. The exception is where impairment losses 
have been incurred – these are debited to the Financing and Investment Income 
and Expenditure line in the Comprehensive Income and Expenditure Statement, 
along with any net gain or loss for the asset accumulated in the Available-for-Sale 
Reserve.


