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1.0 Summary 
 
1.1 Changes in Accounting Policies for 2018/19 

1.2 There are several changes proposed to Watford’s accounting policies for the 

2018/19 accounts, driven by the adoption of two new standards 

 IFRS 9 Financial Instruments  

 IFRS 15 Revenue from Contracts with Customers 

The key changes under IFRS 9 for local authorities are outlined below. 

1.3  IFRS 9 has introduced a new classification model based on the business model for 

holding the financial assets and on the nature of the cash flows that might flow from 

them. Local authorities will therefore need to identify their financial assets, consider 

them against the new tests in IFRS 9, remeasure any that have changed 

classification and prepare the relevant adjustments to opening balances and 

consider the possible impact of statutory reversals. 

1.3 IFRS 9 has also introduced a new expected credit loss model for impairment in 

contrast to the incurred loss model in IAS 39. This model will require local 

authorities to assess the risk of default on the relevant financial assets rather than 

an assessment based on evidence that the default has already taken place. Local 

authorities will need to calculate their loss allowances based on this new model and 

adjust the General Fund Balance for these re-measurements. 

1.4 In addition, there are substantial new disclosures to support the objective of the 

standard to assist users in assessing the amounts timing and uncertainty of cash 

flows. More detail is included in relation to the disclosure of the carrying amounts 

and the gains and losses on financial instruments held. The expected credit loss 

model requires information on the credit losses of local authorities including a new 

disclosure providing a reconciliation of the loss allowances and details of the 



decisions authorities are likely to make in relation to the estimation and 

measurement of loss. 

1.5 IFRS  15  introduces  a  five-step  model  for  assessing  the  performance obligations  

in  a  contract  for  the  provision  of  goods  or  services  and  how much of the 

transaction price is to be taken as each obligation is satisfied.  In most cases, this will 

not change the way revenue is currently recognised within the accounts. 

1.6 However,  IFRS  15  might  require  some  reconsideration  of  contracts  where there  

is  a  significant  timing  difference  between  the  authority  providing goods  and/or  

services  and  receiving  payment.    Payments in advance will bring a particular risk 

that the recognition point for income might have to be pushed back. 

1.7 Revenue relating to such things as council tax, business rates, and housing rents 

shall be measured at the full amount receivable as these are statutory duties of the 

Council and there can be no difference between the delivery and payment dates 

1.8 The appended Accounting Policies for 2018/19 incorporate the above changes.   

Due to the nature of the financial activities with the authority the change is not 

expected to have a material impact to the 2018/19 accounts. 

2.0 Risks 
 
2.1  

Nature of risk Consequence Suggested Control 
Measures 

Response 
(treat, 
tolerate, 
terminate or 
transfer) 

Risk 
Rating 
(combination 
of severity 
and 
likelihood) 

Changes to 
accounting 
policies are not 
properly 
reflected in the 
Statement of 
Accounts 

Material mis-
statement or 
qualification 

Review accounting 
policies annually. 
Maintain awareness 
of future changes 

treat 4 

Changes to 
accounting 
policies have an 
impact on the 
revenue budget 
or capital 
programme. 

Impact on 
reserves, 
especially where 
not identified at 
budget setting. 

Maintain awareness 
of future changes 

Tolerate 6 

 
 



 
3.0 Recommendations 
 
3.1 Audit Committee are asked to review and comment upon the accounting policies. 
 
 Further information: 
 Alison Scott 
 Alison.scott@threerivers.gov.uk 
 
 Report approved by: Alison Scott, Head of Finance 
 
4.0 Detailed proposal 
 
4.1 The detailed Accounting Policies are attached to this report. 
 
5.0 Implications 
 
5.1 Financial 
 
5.1.1 The Shared Director of Finance comments that changes to accounting policies can 

have an impact on the amounts receipted and charged to an the Council’s revenue 
account and capital programme, however no material impact of the changes in 
accounting policies outlined above has been identified. 
 

5.2 Legal Issues (Monitoring Officer) 
 
5.2.1 The Head of Democracy and Governance comments that there are no legal 

implications of this report. 
 
5.3 Equalities, Human Rights and Data Protection 
 
5.3.1 There are no implications of this report. 
 
5.4 Staffing 
  
5.4.1 There are no implications of this report. 
 
5.5 Accommodation 
  
5.5.1 There are no implications of this report. 
 
5.6 Community Safety/Crime and Disorder 
 
5.6.1 There are no implications of this report. 
 



5.7 Sustainability 
  
5.7.1 There are no implications of this report. 
 
Appendices 
 

 Extract of Accounting Policies 
 
Background papers 
 
No papers were used in the preparation of this report. 
 


