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Weston Group Plc 
 
Notes to the Consolidated Financial Statements - continued 
for the Year Ended 31 July 2021 
 
 
 
2. Accounting policies - continued 
 
 Significant judgements and estimates 

The preparation of financial statements requires management to make judgements, estimates and assumptions 
that affect the amounts reported for assets and liabilities as at the balance sheet date. However, the nature of 
estimation means that actual outcomes could differ from those estimates. 

 
The following judgements (apart from those involving estimates) have had the most significant effect on 
amounts recognised in the financial statements: 

 
(a) Carrying value of development land and buildings 
Stocks include work in progress in respect of development land and buildings. Judgement is required to assess 
whether the cost being carried in the balance sheet is in excess of its net realisable value for each development 
site. This is achieved through regular monitoring of each site's financial appraisal as it moves through the 
development cycle. 

 
(b) Revenue recognition 
When a contract is judged to be a construction contract, revenue is recognised over time as the performance 
obligations are satisfied as construction progresses. The Group considers the terms of the contract to identify 
projects as construction contracts. Judgement is required to assess the percentage completion on each contact 
as this involves estimating the total expected costs to completion and hence the profit recognised in a particular 
accounting period. 

 
 Turnover and profit recognition 

Turnover and profit is recognised at the point of legal completion of each property except for construction 
contracts. Profit on construction contracts is taken as the work is carried out if the final outcome can be assessed 
with reasonable certainty. These contracts are primarily for affordable homes and the profit is calculated to 
reflect the proportion of the work carried out at the year end, by recording turnover and related costs as contract 
activity progresses. Turnover is calculated as that proportion of total contract value which costs incurred to date 
bear to total expected costs for that contract. Full provision is made for losses on all contracts in the year in 
which they are first foreseen. 

 
 Intangible assets 

Intangible assets are initially measured at cost. After initial recognition, intangible assets are measured at cost 
less any accumulated amortisation and any accumulated impairment losses.  

 
Development costs are being amortised evenly over their estimated useful life of ten years.  

 
Computer software is being amortised evenly over its estimated useful life of three years.  

 
 Tangible fixed assets 

Depreciation is provided at the following annual rates in order to write off each asset over its estimated useful 
life or, if held under a finance lease, over the lease term, whichever is the shorter.  

 Land and buildings -  Straight line over 15 years  
 Leasehold property improvements -  Shorter of the lease term or 10 years  
 Plant and machinery -  Straight line over 5/7 years  
 Motor vehicles -  Straight line over 4/5 years  
 Office equipment -  Straight line over 3/5 years  
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Weston Group Plc 
 
Notes to the Consolidated Financial Statements - continued 
for the Year Ended 31 July 2021 
 
 
 
2. Accounting policies - continued 
 
 Government grants 

Government grants are recognised at the fair value of the asset received or receivable when there is reasonable 
assurance that the grant conditions will be met and the grants will be received. 

 
A grant that specifies performance conditions is recognised when the performance conditions are met. Where 
a grant does not specify performance conditions it is recognised when the proceeds are received or receivable. 

 
 Stocks 

Development land and buildings are valued at the lower of cost and net realisable value and includes the cost of 
land and direct construction costs, including borrowing costs directly attributable to development of properties. 
Residual freehold interests are shown separately at cost if a contract has been exchanged for sale to a third party 
at the balance sheet date. Stocks of raw materials are valued at the lower of cost and net realisable value, after 
making due allowance for obsolete and slow moving items. 

 
 Financial instruments 

Basic financial assets, including trade and other receivables, are initially recognised at transaction price, unless 
the arrangement constitutes a financing transaction, where the transaction is measured at the present value of 
the future receipts discounted at a market rate of interest. 

 
Such assets are subsequently carried at amortised cost using the effective interest method. 

 
At the end of each reporting period financial assets measured at amortised cost are assessed for objective 
evidence of impairment. If an asset is impaired the impairment loss is the difference between the carrying 
amount and the present value of the estimated cash flows discounted at the asset’s original effective interest 
rate. The impairment loss is recognised in profit or loss. 

 
If there is a decrease in the impairment loss arising from an event occurring after the impairment was recognised, 
the impairment is reversed. The reversal is such that the current carrying amount does not exceed what the 
carrying amount would have been had the impairment not previously been recognised. The impairment reversal 
is recognised in profit or loss. 

 
Basic financial liabilities, including trade and other payables, bank loans, loans from fellow Group Companies 
and preference shares that are classified as debt, are initially recognised at transaction price, unless the 
arrangement constitutes a financing transaction, where the debt instrument is measured at the present value 
of the future receipts discounted at a market rate of interest. 

 
Debt instruments are subsequently carried at amortised cost, using the effective interest rate method. 

 
 Taxation 

Taxation for the year comprises current and deferred tax. Tax is recognised in the Consolidated Statement of 
Comprehensive Income, except to the extent that it relates to items recognised in other comprehensive income 
or directly in equity. 

 
Current or deferred taxation assets and liabilities are not discounted. 

 
Current tax is recognised at the amount of tax payable using the tax rates and laws that have been enacted or 
substantively enacted by the balance sheet date. 
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