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FINANCIAL CODE No. 19 — 
STOCKS AND INVENTORIES 
 
1. Background 
 
1.1 This Code gives advice on the arrangements to be adopted in connection with stocks 
and inventories.  
 
1.2 Stocks are reserves of materials or components kept for the smooth running of 
operations, for example at school kitchens, roads depots, etc.  Generally only stocks kept 
in designated stores are affected by this Code. 
 
1.3 An inventory is a record of assets (such as furniture) held at any building or other 
location occupied by the Council.  The requirements of this Code in respect of inventories 
are likely to apply very widely therefore. 
 
2. Stocks 
 
2.1 Service Directors are responsible for determining the location and number of 
stockholdings necessary to meet operational needs.  They must ensure that stocks held 
are only sufficient to meet reasonable consumption levels.  It follows that arrangements 
must be made to review stock turnovers at regular intervals to prevent excess 
stockholding. 
 
2.2 Stocks must be held in safe custody at all times to prevent loss through theft or 
damage.  Records should be kept of all additions, issues, returns and disposals for each 
item of stock such that its balance can be identified at any time. 
 
2.3 It is generally appropriate for a financial trading account to be kept for each store to 
demonstrate that controls over stock usage are effective. 
 
2.4 As a minimum a stock check involving a physical count of all stock should be carried 
out (or supervised) annually by a person independent of store operations.  This should 
take place on or as close as possible to the last day of the financial year (31 March) for 
audit purposes.  The count should be compared to the balance recorded in the stock 
records and any differences noted.  If there are unresolved discrepancies the stock 
records should be altered accordingly and an adjustment made to the store’s trading 
account. 
 
2.5 Stock shortages and write offs in excess of £500 per store per annum should be 
formally notified to the Section 95 Officer. 
 
2.6 Service Directors must supply the Section 95 Officer with a certificate each year 
dated 31 March giving the financial value of each stockholding.  End of year stock is to 
be valued at the lower of cost or net realisable value (i.e. adjusted for obsolete, defective 
or out of date items duly written down in value).  The certificate should be supported with 
schedules giving quantity and value details for each line of stock. 
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3. Inventories 
 
3.1 Service Directors must ensure that an inventory is kept at every location used by their 
staff. The task of establishing and maintaining inventories should be made the 
responsibility of the senior person at each building or site.  Inventories are quite separate 
and distinct from the PAT records held for health & safety purposes (which are confined 
to electrical equipment). 
 
3.2 Generally only moveable items costing more than £50 to replace should be included 
in inventories (not fixtures such as fitted carpets, ceiling lighting, and plumbing).  Records 
should however be kept for collections of items such as library books even though they 
may not individually exceed £50 in value. 
 
3.3 Inventories should record sufficient detail so as to be able to distinguish the individual 
items concerned, including their location.  For trophies, works of art and similar a 
description of the items should be logged along with a note of any distinguishing marks 
(e.g. damage) which might be used to identify them.  For equipment, plant, etc the make, 
model and serial number(s) should be recorded. 
 
3.4 It can be difficult to distinguish individually some items such as modern office 
furniture, in which case they should be assigned and marked with unique internal 
reference numbers for inventory purposes. 
 
3.5 As far as possible inventories should include the date of acquisition and original cost 
for listed items.  Assets which are disposed of or transferred should have these details 
recorded in the inventory and the record then crossed through but not deleted. 
 
3.6 Arrangements should be made which ensure that additions are logged in the 
inventory straight away, e.g. by linking inventories with purchasing procedures. 
 
3.7 A physical check of the inventory should be made at least annually and records 
marked with the date each item was confirmed as having been seen.  Any missing items 
should be identified and traced. 
 
3.8 Whilst equipment etc should be used for Council business only, in some cases 
borrowing for official purposes may have been authorised.  The log of items on loan 
(showing the authorisation) should be reviewed as part of the inventory checks and 
borrowers required to produce the items for inspection. 
 
3.9 Service Directors should arrange for management review of inventories at regular 
intervals to satisfy themselves that:- 
• equipment etc held is appropriate to the operation concerned; 
• excess inventory has not developed; 
• there is evidence of regular inspections of the assets identified in inventories; 
• inventory losses are not excessive. 
 


