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Choice of accounting policies on fixed assets

This note lays out the cascade of choices open to area meetings consequent on the compulsory adoption of SORP (FRS 102) on January 1 2016 for those using accrual accounting.

1. Stick with accrual accounting or move to receipts & payments.

2. For accruals accounts 

a. Choose between cost or valuation for functional assets;

b. Choose what to use as deemed cost at 1/01/2016 (transition date)

Accrual or receipts & payments (R&P) accounts?

If the area meeting’s gross income is below £250,000 annually and it is either unincorporated or a Charitable Incorporated Organisation (CIO) it may adopt receipts & payments (R&P) accounts, which generally have less onerous accounting requirements. R&P accounts only require a descriptive listing of functional assets, though Quaker Stewardship Committee requires a value (normally building insurance value) in the notes to accounts.

Accrual accounts require a cost or valuation basis at transition date and for the future (see below), and the non-land portion of functional assets to be depreciated. 

Functional assets at cost or valuation?

SORP (FRS 102) requires tangible fixed assets to be valued at historical cost or valuation (ACAT 7d, SORP 10.26, SORP 10.33-10.38). This covers the functional assets of the area meeting (meeting houses, warden’s cottages, burial grounds etc).

Investment property i.e. property that is held to generate a rent and not to carry out charitable activity must be shown at valuation (ACAT 7f, SORP 10.48).  

If the same building has both a functional part (eg part is used for worship and a separate part is let as a flat to generate rent) then the two parts should be treated separately. However, if it is not possible without undue effort & expense to separate them the total is treated as a tangible fixed asset (SORP 10.47).

The choice area meetings need to make is whether they wish assets to be shown at cost or valuation. They need to decide this for each class of asset (e.g. meeting houses, burial grounds, office equipment). One this decision is made it must continue to be used for all future years.

Cost is fairly straightforward (see below for deemed cost at transition date). 

Valuation should be market value, though if this cannot be ascertained value in use or depreciated replacement value may be used (SORP 10.35). Valuation should be a professional appraisal, but internal staff with knowledge of the relevant property market may be used (SORP 10.35). Building insurance value may NOT be used as its not one of the approved measures. Additions during a year will initially be at cost.

If valuation is chosen there must be a market appraisal every five years.

Choice of deemed cost at transition date
When an area meeting first adopts SORP (FRS 102) it needs to establish the initial value is for its functional assets (ACAT Accruals 7d). This can be:

· Historical cost – if that is known

· Fair value as deemed cost – if a recent market value is available (FRS 102 35.10c)

· Previous GAAP revaluation – the 31 December 2015 value in previous non-SORP (FRS 102) accounts (FRS 102 35.10d).

Accounting consequences

The likely consequences if cost is chosen are

	2015 accounting basis
	2016 accounting basis
	Comments

	Historic cost
	Historic cost
	

	Insurance value
	Insurance value as Jan 1  deemed cost
	Relies on FRS 102 35.10d

	Zero
	Zero as Jan 1 deemed cost
	Relies on FRS 102 35.10d

	Market value
	Market value as deemed cost
	Relies on FRS 102 35.10c


In all cases, all future additions must be accounted for at cost, and the non-land portion must be depreciated. 
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