TRAFFORD COUNCIL

Report to: Accounts and Audit Committee

Date: 19 March 2024

Report for: Decision

Report of: Executive Member for Finance, Change and Governance and the
Director of Finance and Systems

Report Title:

Accounting Concepts and Policies

Summary:

This report explains the accounting concepts and policies that will be used in preparing the
2023/24 annual accounts.

There are no material changes to the Accounting Policies for 2023/24.

Recommendation(s)

It is recommended that:

a) The Accounts and Audit Committee is requested to approve the accounting concepts
and policies that will be used in completing the 2023/24 annual accounts.

b) Note the changes in accounting standards issued but not yet adopted until 2024/25 in
respect of accounting for leases.

Contact person for access to background papers and further information:

David Muggeridge, Head of Financial Management Extension: 4534
Background Papers: None

Relationship to Policy Value for Money
Framework/Corporate Priorities

Relationship to GM Policy or Strategy | Not Applicable

Framework

Financial None arising out of this report
Legal Implications: None arising out of this report
Equality/Diversity Implications None arising out of this report
Sustainability Implications None arising out of this report
Carbon Reduction None arising out of this report
Resource Implications e.g. Staffing / Not applicable

ICT / Assets

Risk Management Implications Not applicable




Health & Wellbeing Implications Not applicable

Health and Safety Implications Not applicable

Executive Summary

General Principles - The statutory accounts are prepared inaccordance with proper
accounting practices. These practices primarily comprise the Code of Practice on Local
Authority Accounting in the United Kingdom in 2023/24 (the Code), supported by
International Financial Reporting Standards (IFRS).

Main Assumption - is that the Council’s accounts are prepared on a going concern
basis, ie will continue in operational existence for the foreseeable future.

The Council’s accounting policies are the specific principles, conventions, rules and
practices that are applied consistently in preparing and presenting the annual
accounts (full listincluded in Appendix 1).

Some Key Policies
» Accruals of income and expenditure - Economic activity is accounted for in the year
that it relates, not simply when cash payments are made or received.

» Accounting for Non Current Assets - Covers how assets are classified and
recognised on the balance sheet including property, plant and equipment,
investment property, heritage assets and assets held for sale; treatment of future
valuations, depreciation and impairment.

» Accounting for Financial Instruments (financial assets and liabilities) - Covers how
financial assets (eg general cash investments, loans and equity shareholdings) are
held on the balance sheet and how changes in “fair value” in those assets are
accounted for.

» Employee Benefits and Pensions - Covers how benefits payable during
employment, post employment and termination are accounted for, including
pensions.

» Schools - Details the types of schools and their accounting transactions which are
included in the Council’s accounts.

» Group Accounts - How other entities, where the Council has significant controlling
interest, are included in the accounts, for example Trafford Leisure CIC and Trafford
Bruntwood LLP.



Changes in Policies 2023/24
Changes in accounting standards and policies:-

» Appendix 2 provides a summary of the changes relating to 2023/24. It should be
noted that all of the changes for 2023/24 are either points of technical clarity, are
not relevant to Trafford or their application need not be applied due to materiality
and as such do not require any update to the accounting policies from those used
for the 2022/23 annual accounts.

1. Introduction

1.1. This report details the accounting policies that will be used in the preparation of
the 2023/24 accounts.

2. Accounting Concepts and Policies

2.1. The Council’s accounting concepts and policies are the specific principles,
conventions, rules and practices that are applied in preparing and presenting the
annual accounts. These accounting concepts and policies have to be disclosed as
a note to the annual accounts.

2.2. The accounting concepts and policies to be used in the preparation of the
2023/24 annual accounts are attached in Appendix 1. Changes to the code are
attached in Appendix 2 and it should be noted that all of the changes are either
points of technical clarity, are not relevant to Trafford or their application need
not be applied due to materiality and as such do not require any update to our
accounting policies from those used for the 2022/23 annual accounts.

3. Changesin Policies Issued but not yet adopted

3.1. Where a new standard has been published but has not yet been adopted by the
Code, local authorities are required to disclose information relating to the
impact of the accounting change. These are generally standards which are due
to apply in the following financial year.

3.2. Adisclosure is suggested which includes the title of the new standard, the
nature of the change and a discussion of the estimated impact of the
introduction of the new standard. If an estimate cannot be made on a
reasonable basis because, for example, the base data required to estimate the
impact is not available, then the financial statements should clearly explain that
this is the case.

4. Significant delays in publication of Local Authority audited accounts

4.1. The Accounts and Audit (amendment) Regulations 2022 came into force on 22
July 22 and for 2022/23, the statutory deadline for unaudited accounts reverted



4.2.

4.3.

5.1.

5.2.

back to the original requirement inthe Accounts and Audit regulations 2015
which requires unaudited accounts to be published by 31 May 2023 and audited
accounts published by 30 September 2023. However, only 1% of English Local
Authority 2022/23 audited accounts were published by 30 September 2023.

DLUHC have issued a short consultation in respect of clearing the backlog of
unaudited accounts. They have proposed a backstop date of 30 September 2024
for when all audited accounts up to 2022/23 must be published. The consulation
closed on 7 March 2024 and the outcome is still unknown.

The consultation proposes dates for which published audited accounts must be
available for the financial years 2023/24 to 2027/28. These being as follows :-

e 2023/24: 31 May 2025 (which will also be the publication date for
2024/25 unaudited accounts)

e 2024/25: 31 March 2026

e 2025/26: 31 January 2027

e 2026/27: 30 November 2027
e 2027/28: 30 November 2028

In all years the deadline for the publication of unaudited accounts will remain as
the 315t May.

Deferred implementation of IFRS 16

The 2023/24 code has deferred mandatory implementation of IFRS 16 (leases)
to 2024/25.

Currently there is a distinction between finance leases and operating leases
which require two kinds of accounting treatments. A leasing contract is an
agreement in which the lessor (owner of the equipment) conveys to the lessee
(user), the right to use the equipment in return for a payment over a particular
period of time. There are currently two lease classifications:-

» Afinance lease is a leasing arrangement wherein the lessee makes lease
payments to the lessor for the use of the asset, whose related risk and
reward (of ownership) is alsotransferred to the lessee. Typically, before the
end of the lease term, the lessee makes a payment of a residual value of the
leased asset to the lessor and gets ownership of the asset.

» An operating lease is a leasing arrangement wherein the lessee makes
periodic (monthly) lease payments to the lessor as a consideration for use of
the asset; however the lessee has noright of ownership of the leased asset
during or after the lease term.



5.3.

5.4.

5.5.

5.6.

5.7.

6.1.

6.2.

Finance leases are currently accounted for as acquisitions (with the asset being
shown on the balance sheet, together with a liability to pay for the asset
acquired). In contrast, operating leases have been treated as rental payments
charged to the income and expenditure account.

Under IFRS16 the main impact for lessees is to remove the traditional distinction
between finance leases and operating leases, with all substantial leases to be
accounted for using the acquisition approach (as used currently for finance
leases), recognising the rights acquired to use an asset.

In accounting terms, this will require the relevant leased asset (eg vehicle, land,
premises) to be included on our balance sheet as though we own it, offset by an
equal liability showing the total value of the lifetime lease payments. The regular
lease payments in our income and expenditure statement will be replaced with
payments broken down into the loan repayment, interest charges and service
charges. In addition, deprecation will be accounted for in line with our policy for
similarly owned assets.

There are certain leases, forinstance low value assets and leases less than 12
months old, which will be exempt from the need to apply the revised
requirements.

The Council is currently reviewing the impact of the requirements under IFRS16
and gathering details from service areas of contracts which may now be
recognised as containing leases. Itis too early to state the size of the impact this
will have on our statement of accounts with any degree of certainty, however
initial observations are thought to be minimal.

Recommendations

The Accounts and Audit Committee is requested to approve the accounting
concepts and policies that will be used in completing the 2023/24 annual
accounts.

Note the changes in accounting standards issued but not yet adopted until
2024/25 in respect of accounting for leases.



Appendix 1

3a. Accounting Concepts

The Statement of Accounts summarises the Council’s transactions for the 2023/24 financial
yearand its position atthe year-end 31 March 2024. The Council isrequired to prepare an
Annual Statement of Accounts by the Accounts and Audit Regulations 2015 which require
the accounts to be preparedin accordance with proper accounting practices. These practices
primarily comprise the Code of Practice on Local Authority Accountingin the United
Kingdom 2023/24 (The Code) issued by the Chartered Institute of PublicFinance and
Accountancy (CIPFA), supported by International Financial Reporting Standards (IFRS) and
statutory guidance issued under Section 21(2) of the Local Government Act 2003.

As local authorities need to reflect statutory conditions, specific statutory adjustments are
complied with sothatthe Council’s accounts present atrue and fairview of the financial
position and transactions of the Council. All accounting policies are disclosed wherethey are
material.

The accounting convention adopted in the Statement of Accountsis principally historical
cost, modified by the revaluation of certain categories of non-currentassets and financial
instruments.

Underlying Assumptions
Going Concern

The Accounting Code, (standard IAS 1) requires management to make an assessment of an
entity’s ability to continue as a going concern and to disclose any material uncertainties
related to events or conditions that may cast significant doubt upon the entity’s ability to
continue as a going concern. The authority discloses that the accounts have been prepared
on a going concern basis and that the Council will continuein existence forthe foreseeable
future.

Thisassumptionis made because local authorities carry out functions essential to the local
community and are themselves revenue-raising bodies (with limits on their revenue-raising
powers arising at the discretion of central government). If an authority were in financial
difficulty, the prospects are that alternative arrangements might be made by central
government either forthe continuation of the services it provides orforassistance with the
recovery of a deficitover more than one financial year. The Code is clear that transfers of
services undercombinations of publicsectorbodies (such as local government
reorganisation) do not negate the presumption of going concern.

Primacy of Legislation Requirements

In accordance with the Code, where an accountingtreatmentis prescribed by law thenit has
beenapplied, evenifit contradicts accounting standards. The following are examples of
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legislative accounting requirements which have been applied when compiling these
accounts:

- Capital receiptsfrom the disposal of property, plantand equipment are treatedin
accordance with the provisions of the Local Government Act 2003.

- The Local Government Act 2003 requires the Council tosetaside aminimum
revenue provision.

3b. Accounting Policies

(@)  Accrualsof Income and Expenditure

Economicactivityisaccounted forin the year that it relates, not simply when cash payments
are made or received. In particular:

e Revenueisdefinedasincome arisingasa result of the Council’s normal operating
activities and where income arises from contracts with service recipientsitis
recognised when oras the Council has satisfied a performance obligation by
transferring a promised good or service to the service recipient. Revenue is
measured as the amount of the transaction price whichis allocated to that
performance obligation. Wherethe Council is acting as an agent of another
organisation the amounts collected for that organisation are excluded from revenue;

e suppliesarerecorded as expenditure whenthey are consumed —where thereisa
gap betweenthe date supplies are received and their consumption, they are carried
as inventories on the Balance Sheet;

e expensesinrelationtoservicesreceived (including services provided by employees)
are recorded as expenditure when the services are received ratherthan when
paymentsare made;

e interestreceivableoninvestmentsand payable on borrowingsisaccountedfor
respectively asincome and expenditure on the basis of the effective interest rate for
the relevant financial instrument ratherthan the cash flows fixed or determined by
the contract;

e whererevenue and expenditure have beenrecognised but cash has not been
received or paid, a debtoror creditor forthe relevantamountisrecordedinthe
Balance Sheet. Where debts may not be settled, the balance of debtorsis written
down and a charge made to revenue forthe income that might not be collected.

(b) Accounting for Non Domestic Rates (NDR) and Council Tax

Non Domestic Rates (NDR)

e Retained Business Rateincome included in the Comprehensive Income &
Expenditure Statement for the year will be treated asaccrued income.

e Tariff Paymentsincluded inthe Comprehensivelncome & Expenditure Statement for
the year will be treated as accrued expenditure.



Council Tax

Council Taxincome included inthe Comprehensive Income & Expenditure Statement
for the yearwill be treated as accrued income. Both NDR and Council Taxincome
will be recognisedinthe Comprehensive Income & Expenditure Statementin the
line Taxation & Non-SpecificGrant Income. As a billing authority the difference
betweenthe NDRand Council Tax included in the Comprehensive Income and
Expenditure Statement and the amountrequired by regulationto be credited to the
General Fund shall be taken to the Collection Fund Adjustment Account and
reportedinthe Movementin Reserve Statement. Each major preceptor’s share of
the accrued NDR and Council Taxincome will be available from the information that
isrequiredto be producedin order to prepare the Collection Fund Statement. The
income for Council Taxand NDR is recognised whenitis probable that the economic
benefits orservice potentialassociated with the transaction will flow to the
authority, and the amount of the revenue can be measured reliably.

Revenue relating to such things as Council Tax and NDR shall be measured at the full
amountreceivable (net of any impairmentlosses) as they are non-contractual, non-
exchange transactions and there can be no difference between the delivery and
payment dates.

The Balance Sheetincludes the authority’s share of the end of year balancesin
respect of council tax and NDR relatingto arrears, impairment allowances for
doubtful debts, overpayments and prepayments and appeals.

Accounting for Business Improvement District

(c)

A Business Improvement District (BID) schemeapplies to Altrincham Town Centre
from 1 April 2016. The scheme is funded by aBID levy paid by Business Rates
ratepayers. The Council acts as an agent for the scheme. It collects the BIDlevy on
behalf of the scheme and pays this to the BID body, without bearing any of the risks
or rewards of the scheme.

Acquisitions and Discontinued Operations

There are no acquisitions or discontinued operations to report.

(d)

Cash and Cash Equivalents

Cashisrepresented by cashin hand and demand deposits with financial institutionsrepayable
without penalty on notice of not more than 24 hours. Demand deposits will include accounts
where additional funds may be deposited and withdrawn at any time without prior noticee.g.

a bank current account.

Cash equivalents are investments instantly repayable to the Council on demand which are
readily convertible to known amounts of cash with insignificant risk of change in value. These



will be balances held in Call Accounts and Money Market Funds with associated accrued
interest.

Inthe Cash Flow Statement, cash and cash equivalents are shown net of bank overdrafts that
are repayable on demand and form an integral part of the Council’s cash management.

(e) Exceptional ltems

When exceptionalitems of income and expense are material, their nature and amountis
disclosed separately, either on the face of the Comprehensive Income and Expenditure
Statementorinthe notestothe accounts, depending on how significant the items are due
to an understanding of the Council’s financial performance.

(f) Prior Period Adjustments, Changes in Accounting Policies and Estimates and
Errors

Prior period adjustments may arise as a result of a change in accounting policies orto correct
a material error. Changesin accounting estimates are accounted for prospectively, i.e.inthe
currentand future years affected by the change and do not give rise to a prior period
adjustment.

Changesinaccounting policies are only made when required by properaccounting practices
or the change provides more reliable orrelevantinformation about the effect of
transactions, otherevents and conditions on the Council’s financial position or financial
performance. Where achange is made, it isapplied retrospectively (unless stated otherwise)
by adjusting opening balances and comparative amounts forthe prior period asif the new
policy had always beenapplied.

Material errors discoveredin prior period figures are corrected retrospectively by amending
openingbalances and comparative amounts forthe prior period.

(g) Charges to Revenue for Non-Current Assets

Services, supportservices and trading accounts are debited with the following amounts to
record the cost of holding non-currentassets during the year:

e depreciationattributabletothe assets used by the relevantservice;

e revaluationandimpairmentlosses on assets used by the service where thereare no
accumulated gainsin the Revaluation Reserve against which the losses can be
written off;

e amortisation of intangible non-current assets attributableto the service.

Charges are based onthe openingbalance sheetvalue of the asset. Where assets are
revalued duringthe yearcharges are based on the revaluationamount.

The Council is not required to raise Council Tax to fund depreciation, revaluation and
impairmentlosses oramortisation. However, itis required to make an annual contribution
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fromrevenue towardsthe reductioninits overall borrowing requirement equal toan
amount calculated on a prudent basis determined by the Council in accordance with
statutory guidance. Depreciation, revaluation and impairmentlosses, and amortisation are
replaced by Minimum Revenue Provision (MRP). This adjusting transaction is done through
the Movementin Reserves Statement with the Capital Adjustment Account charged with the
difference between the two amounts.

(h) Employee Benefits

Benefits Payable During Employment

Short termemployee benefits are those due to be settled within 12 months of the year-end.
Theyinclude benefits such as wages and salaries, paid annual leave and paid sick leave,
bonusesand non-monetary benefits (e.g. cars) for currentemployees and are recognised as
an expense forservicesin the yearin which employees render service to the Council. An
accrual is made for the cost of holiday entitlements (orany form of leave e.g. time off in lieu)
earned by employees but not taken before the year end which employees can carry forward
intothe nextfinancial year. The accrual is made at the wage and salary rates applicablein
the following accountingyear, beingthe period in which the employee takes the benefit.
The accrual is charged to the Surplus or Deficit on the Provision of Services, but then
reversed outthrough the Movementin Reserves Statement so that holiday entitlements are
chargedto revenueinthe financial yearin which the holiday absence occurs.

Termination Benefits

Termination benefits are amounts payable asaresult of a decision by the Council to
terminate an officer’'semployment before the normal retirement date or an officer’s
decisionto accept voluntary redundancy. Termination Benefits are charged on an accrual
basis to the appropriate service linewithin Cost of Services inthe Compre hensive Income
and Expenditure Statement when the Councilis demonstrably committed to the termination
of the employment of an officer or group of officers ormaking an offerto encourage
voluntary redundancy.

Where termination benefits involve the enhancement of pensions, statutory provisions
require the General Fund Balance to be charged with the amount payable by the Council to
the pension fund or pensionerinthe year, not the amount calculated according to the
relevantaccounting standards. Inthe Movementin Reserves Statement appropriations are
requiredtoandfrom the Pensions Reserve to remove the notional debits and credits for
pension enhancement termination benefits and replace them with debits for the cash paid
to the pensionfund and pensioners and any such amounts payable but unpaid at the year
end.

Post Employment Benefits

Employees of the Council are members of two separate pension schemes:
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e theTeachers’ Pension Scheme, administered nationally by Capita plcon behalf of
the Departmentfor Education (DfE);

e The Greater Manchester Pensions Fund (part of the Local Government Pension
Scheme), administered by Tameside Metropolitan Borough Council.

These schemes provide defined benefits to members (retirement lump sums and pensions),
earned as employees working forthe Council.

However, the arrangements for the Teachers’ mean that liabilities for these benefits cannot
ordinarily be identified specifically to the Council. These schemes are therefore accounted
for as if they are a defined contribution scheme and no liability for future payments of
benefitsis recognisedinthe Balance Sheet. The Children’s and Education Services line inthe
Comprehensive Income and Expenditure Statementis charged with the employer’s
contributions payableto Teachers’ Pensionsinthe year.

The Local Government Pension Scheme

The Greater Manchester Local Government Pension Scheme is accounted foras a defined
benefits scheme.

The liabilities of the Greater Manchester Pension Fund attributable to the Council are
included inthe Balance Sheetonan actuarial basis using the projected unit method —i.e. an
assessment of the future payments that willbe made in relation to retirement benefits
earned to date by employees, based on assumptions about mortality rates, employee
turnoverrates, etc., and projections of future earnings for currentemployees.

Liabilities are discounted to theirvalue at current prices, using adiscount rate of 2.7% (based
on the indicative rate of return on a basket of high quality corporate bonds, Government
giltsand otherfactors).

The assets of the Greater Manchester Pension Fund attributableto the Council are included
inthe Balance Sheetattheirfairvalue:

e quotedsecurities—currentbid price
e unquoted securities —professional estimate
e unitisedsecurities—currentbid price
e Property—marketvalue.
The change inthe net pensions liability is analysed into the following components:
Service cost comprising:
e currentservice cost—theincreasein liabilities asaresult of years of service earned

thisyear— allocatedin the Comprehensive Income and Expenditure Statement to
the services for which the employees worked;
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e pastservice cost—theincreaseinliabilities asaresult of a scheme amendmentor
curtailment whose effectrelates to years of service earnedin earlieryears - debited
to the Surplus or Deficit onthe Provision of Servicesinthe Comprehensive Income
and Expenditure Statement as part of Council Wide Costs;

e netinterestonthe netdefinedbenefitliabilityi.e. netinterestexpense forthe
Council -the change during the periodin the net defined benefit liability that arises
fromthe passage of time charged to the Financingand InvestmentIncome and
Expenditure line of the Comprehensive Income and Expenditure Statement - thisis
calculated by applying the discountrate used to measure the defined benefit
obligation at the beginning of the period to the net defined benefitliability at the
beginning of the period - takinginto accountany changesin the netdefined benefit
liability duringthe period as aresult of contribution and benefit payments.

Remeasurement comprising:

e thereturnon planassets — excludingamountsincludedin netintereston the net
defined benefit liability —charged to the Pensions Reserve as Other Comprehensive
Income and Expenditure

e actuarial gains and losses —changesin the net pensions liability that arise because
events have not coincided with assumptions made at the last actuarial valuation or
because the actuaries have updated theirassumptions —charged to the Pensions
Reserve as Other Comprehensive Income and Expenditure.

Contributions paid to the Greater Manchester Pension Fund:

e cash paidas employer’s contributions to the pension fundin settlement of liabilities;
not accounted foras an expense.

In relation to retirement benefits, statutory provisions requirethe General Fund balance to
be charged with the amount payable by the Council tothe pensionfund ordirectly to
pensionersinthe year, notthe amountcalculated accordingto the relevant accounting
standards. In the Movementin Reserves Statement, this means thatthere are
appropriationsto and from the Pensions Reserve to remove the notional de bits and credits
for retirement benefits and replace them with debits for the cash paid to the pension fund
and pensioners, and any such amounts payable but unpaid at the yearend. The negative
balance that arises onthe Pensions Reserve thereby measures the beneficialimpact to the
General Fund of being required to account for retirement benefits on the basis of cash flows
rather than as benefits are earned by employees.

Discretionary Benefits

The Council also has restricted powers to make discretionary awards of retirement benefits
inthe eventof early retirements. Any liabilities estimated to arise as a result of an award to
any member of staff (includingteachers)are accrued inthe year of the decision to make the
award and accounted for using the same policies as are applied to the Local Government
Pension Scheme.
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(i) Events After the reporting Period

Events afterthe Balance Sheet date are those events, both favourable and unfavourable,
that occur between the end of the reporting period and the date when the Statement of
Accountsisauthorised forissue. Two types of event can be identified:

e Adjusting Events - those that provide evidence of conditions that existed at the end
of the reporting period —the Statement of Accountsis adjusted toreflect such
events;

e Non-adjusting Events - those that are indicative of conditions that arose afterthe
reporting period —the Statement of Accounts are not adjusted toreflect such
events, but where a category of events would have a material effect, disclosureis
made in the notes of the nature of the events and their estimated financial effect.

Eventstaking place afterthe date of authorisationforissue are notreflectedinthe
Statement of Accounts.

() Financial Instruments

Financial Liabilities (Debt and Interest Charges)

Financial liabilities are recognised on the Balance Sheet when the authority becomes a party
to the contractual provisions of afinancial instrumentand are initially measured at fair value
and are carried at their amortised cost. Annual charges to the Financing and Investment
Income and Expenditure line inthe Comprehensive Income and Expenditure Statement(CIES)
for interest payable are based on the carrying amount of the liability, multiplied by the
effective rate of interest forthe instrument. The effective interest rate is the rate thatexactly
discounts estimated future cash payments over the life of the instrumentto the amountat
which it was originally recognised.

For most of the borrowings that the authority has, this means that the amount presentedin
the Balance Sheetisthe outstanding principal repayable (plus accrued interest); and interest
charged to the CIES is the amount payable for the year according to the loan agreement.

For stepped Lender Option Borrower Option loans the effective interest rate has been
calculated overthe life of the loan. This isanaverage and differsfromthe amounts actually
paidintheyear. The difference betweenthe calculated interest charge and the interest paid
has been adjusted in the carrying amount of the loan and the amount charged in the
Comprehensive Income and Expenditure Statementis the effective interest rate forthelife of
the loan rather than the amount payable per the loan agreement.

Where premiums and discounts have been charged to the CIES, regulations allow the impact
on the General Fund Balance to be spread over future years. The authority has a policy of
spreading the gain or loss over the term that was remaining on the loan against which the
premium was payable or discount receivable when it was repaid. The reconciliation of
amounts charged to the CIESto the net charge required againstthe General Fund Balance is
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managed by a transfer to or from the Financial Instruments Adjustment Account in the
Movement in Reserves Statement.

Financial Assets

Financial assets e.g. investments (excluding those in companiesincludedinthe Council’s
group accounts) are classified based on aclassification and measurement approach that
reflects the business modelforholding the financial assets and their cashflow
characteristics. There are three main classes of financial assets measured at:

e amortised cost
e fairvalue through profitor loss (FVPL), and

o fairvalue through other comprehensive income (FVOCI).

Where the authority’s business modelisto hold investments to collect contractual cash
flows the Financial assets are therefore classified as amortised cost, except forthose whose
contractual payments are not solely payment of principal andinterest (i.e. where the cash
flows do not take the form of a basic debtinstrument), i.e. where assetsare heldtosell or
receive dividends.

Financial Assets Measured at Amortised Cost

Financial assets, including simple deposits, treasury bills and gilts, money market funds,
measured atamortised cost are recognised on the Balance Sheet when the authoritybecomes
aparty to the contractual provisions of afinancial instrument and are initially measuredatfair
value. They are subsequently measured at their amortised cost. Annual credits to the
Financing and Investment Income and Expenditure line in the Comprehensive Income and
Expenditure Statement (CIES) forinterestreceivable are based on the carryingamount ofthe
asset multiplied by the effective rate of interest forthe instrument. For most of the financial
assets held by the authority, this means that the amount presented in the Balance Sheetisthe
outstanding principal receivable (plus accruedinterest) and interest credited to the CIESisthe
amount receivable for the yearin the loan agreement.

Any gains and losses thatarise onthe derecognition of an assetare credited or debited tothe
Financing and Investment Income and Expenditure line in the CIES.

Expected Credit Loss Model

The authority recognises expected creditlosses on all of its financial assets held at amortised
cost [or where relevant FVOCI], either on a12-month or lifetime basis. The expected credit
loss model also appliestolease receivables and contract assets. Only lifetimelosses are
recognised fortrade receivables (debtors) held by the authority.

Impairmentlosses are calculated toreflect the expectation that the future cash flows might
not take place because the borrower could defaulton theirobligations. Creditrisk plays a
crucial part in assessinglosses. Where risk has increased significantly sincean instrument
was initially recognised, losses are assessed on a lifetime basis. Where risk has notincreased
significantly orremainslow, losses are assessed on the basis of 12-month expected losses.

The authority has grouped the loansintofour groups for assessingloss allowances:

Loans
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e Group 1 —ManchesterAirport Group Loans - The Council has made three loansto
Manchester Airport Group. An initial loan was made in 2009/10, anotherloan was made
in 2018/19 specifically forthe development of Terminal 2and a furtherloan advance
was made during 2020/21 in respect of financial supportfor Covid-19 pandemic. Loss
allowances forthese loans will be assessed on anindividual basis usingcommon
industry-related risk characteristics and the financial health of the company.

e Group 2 —Loans made underInvestment Strategy —The scope of the Council’s
investment strategy covers directinvestmentin properties (see policy covering
investment property) aswell as loans made to third party developers. The fairvalue of
these loans are assessed using historic default rates for equivalent assets provided by
our treasury advisors. Additional loss allowances will be assessed on anindividual basis
dependingonthe structure of the loan and its associated development.

e Group 3 —Town Centre Loans —The Council offersaninterest-free loan schemefor
businesses that wantto occupy ground floor, vacant premisesin Altrincham, Sale,
Urmston or Stretford town centres to part-fund works, overheads and marketing costs
that are neededto bringavacant unitback intouse. The loans are advancedintwo
instalments and the firstinstalmentis made within Long Term Debtors and
Prepayments. Once the secondinstalmentis made, the debtistransferredinto our
debtor collection system and appearsin Short Term Debtors. Due to the immaterial
value of these loans, Creditlosses will be calculated underthe simplified approach
adoptedforall Trade Debtors.

e Group 4 - Homestep Loans — these are loans provided to first time buyers to assist key
workersto purchase a home. The amountadvanced has beenincludedasalongterm
debtorand is repayable when the propertyissold. Creditlosses are considered, but the
council has assessed there to be no potential lossimplications.

Financial Assets Measured at Fair Value through Profit and Loss (FVPL)

Financial assets that are measured at FVPL 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 fairvalue. Fairvalue gains and losses are recognised as they
arrive in the Surplus or Deficit on the Provision of Services.

Fair value of an asset is the price that would be received to sell an asset in an orderly
transaction

between market participants atthe measurement date. The fairvalue measurements of the
financial assets are based on the following techniques:

e instruments with quoted market prices —the market price

e otherinstruments with fixed and determinable payments — discounted cash flow
analysis.

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

e Levellinputs—quoted prices (unadjusted) in active markets foridentical assets that
the authority can access at the measurement date.

e Level 2 inputs —inputs other than quoted prices included within Level 1 that are
observable for the asset, either directly or indirectly.
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e Llevel 3inputs —unobservable inputs for the asset.

Any gains and losses that arise on the derecognition of the asset are credited or debited to
the Financing and Investment Income and Expenditure line in the Comprehensivelncomeand
Expenditure Statement.

The Council has one investment, the CCLA Property Investment Fund, which is currently
classified as Fair Value through Profit and Loss. Subsequently, any Fair Value gains and losses
should be recognised as they arrive in the Surplus or Deficit on the Provision of Services, thus
impacting on the Council’s General Fund balance. However, investments in CCLA property
funds fall underthe category of “pooled investmentfunds” as defined in StatutoryInstrument
S1 2018/1207. This means that until 31 March 2024, English Local Authorities are prohibited
from charging to arevenue account fair value gains or losses, unless the gain or loss relatesto
an impairment or the sale of the asset.

The Statutory override will allowthe gain orlossesto be reversed viathe Movementin
Reservesto the Financial Instruments Revaluation Reserve.

Fair Value through Other Comprehensive Income (FVOCI)

Financial assets that are measured at FVOCI 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 fairvalue. Fairvalue gains and losses are recognised as they
arise in other comprehensive income.

The Council has anumber of equity instruments, which by definition would automaticallyfall
under the category of FVPL, meaning that changesin fairvalue would impact onthe General
Fund.

Due tothe strategicand regional economicdevelopment nature associated with thefollowing
non-tradeable equity holdings, the Council elected to designate them as FVOCI.

e Manchester Airport Holding Limited - Main Shareholding

e Manchester Airport Holding Limited Class - C Shareholding (used to part fundanew
car parking facility).

The impactof thiselectioninrelation to these equity instrumentis to post gains/losses infair
value to other comprehensive income to the Surplus or Deficit on the Provision of Servicesas
they arise with such movements being reversed via the Movement In Reserve accountand
accumulatedinthe Financial Instruments Revaluation Reserve until the asset is derecognised,
at which point the net gain or loss would be transferred to the General Fund Balance.

(k) Foreign Currency Translation

Where the Council has entered into atransaction denominatedinaforeign currency, the
transactionis convertedintosterling atthe exchange rate applicable onthe date the
transaction was effective. Where amountsin foreign currency are outstanding at the year-
end, they are re-converted at the spot exchange rate at 31 March. Resulting gains orlosses
are recognisedinthe Financingand Investment Income and Expenditure line inthe
Comprehensive Income and Expenditure Statement.
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(1 Government Grants and Contributions

Government grants and other contributions are accounted for on an accruals basis and are
recognised whenthere is reasonableassurance that;

e the Council will comply with the conditions attached to the payments, and
e thegrants or contributions willbe received.

The grants are recognisedinthe Comprehensive Incomeand Expenditure Statement once
any conditions, which stipulate how the grantisto be used to avoid repayment, are satisfied.
Where they have not beensatisfied they are carried on the Balance Sheet as creditors.
Where grants are recognised inthe Comprehensive Income and Expenditure Statement,
theyare reversed out of the General Fund Balance inthe Movementin Reserves Statement.
Where a grant has yet to be used to finance capital expenditure itis posted to the Capital
Grants Unapplied Reserve, orRevenue Grants Reserve wherethey supportrevenue
expenditure funded from capital under statute. Where ithas beenapplieditis postedto the
Capital Adjustment Account.

Where capital expenditure is classified as Revenue Expenditure Funded from Capital under
Statute then any related grants or contributions are transferred to the service accountinthe
Comprehensive Income and Expenditure Statement.

(m)  Heritage Assets

Heritage assets are assets that are intended to be preservedintrustforfuture generations
because of theircultural, environmental or historical value. They are therefore held by the
Councilinrelation to the maintenance of heritage. The Council’s separate policy on Heritage
Assetsincludes details of the records maintained by the Authority of its collection of assets.

Heritage Assets are recognised and measured in accordance with the Council’s accounting
policies on property, plantand equipment. However, some of the measurement rules are
relaxedinrelation to heritage assets as detailed below. The de-minimis threshold fora
heritage assetis setat £10,000 in orderto remain consistent with the Council’s capitalisation
policy. Where valuations or historic cost figures are available, the assets will be recognised
on the Balance Sheet.

As there are no council-owned museums or galleries, the majority of the Council’s heritage
assetsare retained forhistorical and cultural importance but not for publicdisplay. The
heritage assets held by the Council include silver, paintings, furniture, statues, civicregalia,
artefacts, sculptures and historicbuildings. Where itis disproportionately expensive to
obtainvaluations, the Code allows authorities to exclude such items from the Balance Sheet.
Many of the assets are therefore notrecognised on the Balance Sheet as valuations are not
cost effective.

Trafford Town Hall Collection
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The collection of silver, statues, paintings, furniture and other miscellaneous items are held
at Trafford Town Hall due to their historical and cultural importance. Theseitems are
reportedinthe Balance Sheetatinsurance valuations provided by Vivienne Milburn FRICS
(Independent Antiques Valuerand Auctioneer) inJuly 2011. These assets are deemed to
have indeterminate lives and a high residual value; hence the Council does not considerit
appropriate to charge depreciation.

Historic Buildings

The historicbuildings werevalued by the Council’s Asset Manager — Estates and Valuations
whois a member of the Royal Institute of Charted Surveyors as part of the five yearrolling
programme. These buildings are non-operational and held for their cultural and historical
value.

Depreciation on historicbuildings will be charged in accordance with the Council’s policy on
property, plantand equipment.

The carrying amounts of heritage assets are reviewed where there is evidence of impairment
for heritage assets, e.g. where anitem has suffered physical deterioration or breakage or
where doubts arise as to its authenticity. Any impairmentis recognised and measuredin
accordance with the Council’s general policies on impairment. Proceeds from the disposal of
such items are accounted forin accordance with the Council’s general provisions relating to
the disposal of property, plantand equipment. Disposal proceeds are disclosed separatelyin
the notes to the financial statements and are accounted forin accordance with statutory
accounting requirements relating to capital expenditure and capital receipts.

Heritage Assets not reported on the balance sheet

Trafford owns numerous listed assets that have heritage status perthe National Planning
Framework, e.g. Trafford Town Hall, Stretford PublicHall and numerous war memorials.
Listed buildings likethe Town Hall are used inthe delivery of services and as such are
includedinthe balance sheetas Property Plantand Equipment. Inrespect of otherlisted
assetse.g. war memorials novaluationis availableand cannot be obtained at a cost whichis
commensurate with the benefits to users of the financial statements; those assets have not
beenincluded onthe balance sheet.

(n) Intangible Assets

Intangible assets do not have physical substance butare controlled by the Council, for
example software licences. Intangible assets are capitalised whenitis expected that the
future economicbenefits or service potential will flow to the Council.
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(o) Interests in Companies and Other Entities

The Council owns minority interestsin asmall number of companies, mainly arising fromthe
dissolution of the former Greater Manchester County Council. In the Council’s accounts, the
interestin companiesand otherentities are recorded as financial assets at cost, less any
provisionsforlosses.

In addition, acommunity interest company (CIC) was established during 2015/16 for the
provision of leisure. Trafford Leisure CIC Ltd has beenincluded in group accountssince
2016/17.

Trafford Council also hasinterestsin three Joint Venture Companies, Trafford Bruntwood
LLP is a JointVenture Company with K Site Ltd (awholly owned Subsidiary of Bruntwood
Development Holdings Ltd) and Trafford Bruntwood (Stretford Mall) and Trafford
Bruntwood (Stamford Quarter) are joint venture companies with Bruntwood Development
Holdings Ltd with each investor owning a50% share in each of the companies.

In the Council’s single-entity accounts the interestsin Trafford Leisure CICand the three joint
venturesare recorded as longterm investments at cost.

As a subsidiary, Trafford Leisure CICLtd. has been consolidated on aline by line basis with all
intra-group transactions and balances removed.

As JointVentures, Trafford Bruntwood LLP, Trafford Bruntwood (Stretford Mall) and Trafford
Bruntwood (Stamford Quarter) have been consolidated on an equity basis with the group
accounts. Theinvestmentisshown undera separate lineinthe group balance sheetand
adjusted by the Council’s share (50%) in the jointventure's netasset movement since
acquisition. The Council’s share of the joint venture's operating results for the yearis
included withinthe groupincome and expenditure account.

(p) Inventories and Long-Term Contracts

Inventories are included in the Balance Sheet atthe lower of cost or net realisable value. The
cost of inventoriesis assigned using the weighted average costing formula.

Work in progress on capital projectsisincludedinthe Balance Sheet within Assets Under
Construction at historic cost.

(q) Investment Property

Investment properties are those thatare used solely to earn rentals and/or for capital
appreciation. The definitionis not metif the propertyis usedin any way to facilitate the
delivery of services or production of goods oris held forsale.

Investment properties are measured initially at cost and subsequently at fairvalue, being the
price that would be received tosell such an assetin an orderly transaction between market
participants at the measurement date. As anon-financial asset, investment properties are
measured at highestand best use. Properties are not depreciated but are revalued annually
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accordingto market conditions atthe year-end. Gains and losses on revaluation are posted
to the Financingand Investment Income and Expenditure linein the Comprehensive Income
and Expenditure Statement. Statutory arrangements do not allow any gains or lossesfroma
changein fairvalue to have an impact on the General Fund Balance and are therefore
reversed out through the Movementin Reserves Statement to the Capital Adjustment
Account.

The same treatmentis applied to gainsandlosses ondisposal.

Rentalsreceivedinrelationtoinvestment properties are credited to the Financingand
Investment Income line and resultin again for the General Fund Balance. However,
revaluation and disposal gains and losses are not permitted by statutory arrangements to
have an impacton the General Fund Balance. The gains and losses are therefore reversed
out of the General Fund Balance inthe Movementin Reserves Statement and posted to the
Capital Adjustment Accountand (forany sale proceeds greaterthan £10,000) the Capital
Receipts Reserve.

(r) Joint Ventures

On 20 March 2018 the Council setup a jointventure with Bruntwood (K Site Ltd) called
Trafford Bruntwood LLP. The entity will delivera new university campus on the former
Kelloggs headquarters site at Talbot Road Stretford. From 2018/19 the entity forms part of
the Council’s group accounts and will be treated as a Joint Venture and consolidated on an
equity basis.

On 4™ July 2019 the Council set up two more joint venture companies with Bruntwood
Development Holdings Ltd called Trafford Bruntwood (Stretford Mall) and Trafford
Bruntwood (Stamford Quarter) as part of its master plans fortown centre regeneration.
From 2019/2020 these entities form part of the Council’s group accounts and will be treated
as aJointVenture and consolidated on an equity basis.

(s) Leases
The Council has notvoluntarily adopted IFRS 16 and has instead treated leases as below.

Leases are classified asfinance leases where the terms of the lease transfer substantially all
the risks and rewards incidental to ownership of the property, plantorequipment fromthe
lessortothe lessee. All otherleases are classified as operatingleases.

Where a lease covers both land and buildings, the land and buildings elements are
considered separately for classification.

Arrangements that do not have the legal status of a lease but convey a rightto use an asset
inreturn for payment are accounted for under this policy where fulfilment of the
arrangementis dependenton the use of specificassets.
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Leases and lease-typearrangements have been reviewed. No reclassification has been
required underthe Code. The Council has no finance leases.

The Council as Lessee

Operating Leases

Rentals paid under operating leases are charged tothe Comprehensive Income and
Expenditure Statement as an expense of the services benefiting from use of the leased
property, plantorequipment. Charges are made on a straight-line basis overthe life of the
lease; evenifthis does not match the pattern of payments (e.g. thereisarent-free period at
the commencementof the lease).

The Council as Lessor

Operating Leases

Where the Council grants an operating lease overa property oran item of plantor
equipment, the assetisretained onthe Balance Sheet. Rentalincomeis credited to the
Other Operating Expenditure line in the Comprehensive Income and Expenditure Statement.
Credits are made on a straight-line basis over the life of the lease, evenif this does not
match the pattern of payments (e.g. there is a premium paid atthe commencement of the
lease). Initialdirect costsincurredin negotiatingand arranging the lease are added to the
carryingamount of the relevantasset and charged as an expense overthe leasetermon the
same basisas rental income.

(t) Overheads and Support Services

The costs of overheads and supportservices are charged to those that benefitfromthe
supply orservice. The main basis of apportionmentis by estimation of time spenton the
various services. The cost of administrative buildings has been recharged on the basis of
floorarea occupied. The total absorption costing principleis used —the full cost of overheads
and supportservices are shared between usersin proportion to the benefits received.

(u) Property, Plant and Equipment (PPE)

Assets that have physical substance and are held foruse in the production or supply of
goods or services, forrental to others, or foradministrative purposes and that are expected
to be used during more than one financial year are classified as Property, Plantand
Equipment.

Recognition

All expenditure onthe acquisition, creation orenhancement of Property, Plant and
Equipmentis capitalised on an accruals basis. Expenditure on assets is capitalised, provided
that the itemyields benefits to the Council for a period of more than one year and can be
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measured reliably. Routinerepairs and maintenance of PPE are charged directto service
revenue accounts.

Measurement

Assets are initially measured at cost comprising:

e the purchase price;

e any costs attributable to bringing the assetto the location and condition necessary
foritto be capable of operatinginthe mannerintended by management.

Assetsare carried in the Balance Sheet using the following measurement bases:

e Infrastructure - Highwaysinfrastructure assets are generally measured at
depreciated historical cost. However, thisisamodified form of historical cost —
openingbalancesforhighwaysinfrastructure assets were originally recorded in
balance sheets atamounts of capital undischarged forsums borrowed as at 1 April
1994, which wasdeemed atthat time to be historical cost. Where impairment losses
are identified, they are accounted for by the carryingamount of the asset being
written downto the recoverable amount. The authority has determinedin
accordance with Regulation 30M England of the Local Authorities (Capital Finance
and Accounting) (England/Wales) (Amendment) Regulations 2022 that the carrying
amounts to be derecognised forinfrastructure assets when there is replacement
expenditure is nil;

e Community andassets underconstruction - depreciated historical cost;

e surplusassets—the currentvalue measurementbase is fairvalue, estimated at
highestand best use from a market participant’s perspective;

e allotherassets— currentvalue, determined as the amount that would be paidfor
the assetin its existing use.

Depreciated replacement costis used as an estimate of fairvalue when there is no market
based evidence of fair value because of the specialist nature of the asset.

Assets are revalued with sufficient regularity by a qualified valuer to ensure that the carrying
amountis not materially differentfrom theirfairvalue atyearend and as a minimum at
leastevery five years. Increasesin asset value are matched by a credit to the Revaluation
Reserve torepresentthe unrealised gain. Exceptionally, gains might be credited to the
Comprehensive Income and Expenditure Statement for a particularasset where the
Comprehensive Income and Expenditure Statement have previously been charged with an
impairmentloss forthatasset. Losses on revaluation are written off to the Revaluation
Reserve, orif no Revaluation Reserve exists for that asset, charged tothe Comprehensive
Income and Expenditure Account.
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Depreciation

Depreciationis provided foron all Property, Plantand Equipment with afinite usefullife,
which can be determined at the time of acquisition orrevaluation, according to the following
policies :-

e Freeholdland, Investment Properties and Assets Held For Sale are not depreciated;

e newlyacquiredassetsare notdepreciatedinthe yearof acquisition, and assetsin
the course of construction are not depreciated until they are broughtinto use.

For all otherassets depreciationis calculated using the straight line method over the
estimated useful life of the assetand are as follows:

e vehicles, plantand equipment between 3and 8 years;

e Infrastructure assets between 10and 40 years. Depreciationis provided on the parts
of the highways network infrastructure assets thatare subjectto deterioration or
depletion and by the systematicallocation of their depreciableamounts over their
useful lives. Depreciation is charged on a straight-line basis. Useful lives of the
various parts of the highways network are assessed by the Chief Highways Engineer
usingindustry standards where applicable as follows:

Assetdescription Useful Life
HIGHWAYS 40
STREET LIGHTING 40
BRIDGES 40
TRAFFICMANAGEMENT & ROAD SAFETY 40
CULVERTS & W'COURSES 25
LANDFILLGAS EXPEND. 25
HIGHWAYS - MAINTENANCE WORKS 10

e allotherproperty, including community assets between 10and 60 years;

Where an assetvalue exceeds £1m a review is undertaken to determine whetherany major
components comprising plant, equipmentand services existand these components are
depreciated separately.

Revaluation and Impairment Losses

Assets are reviewed annually at each year end forany impairment or revaluation loss.
Where a loss has occurred on an asset used by the service these are written off to the
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Revaluation Reserve, where a balance exists, orcharged to the service revenue account
where there isnoremaining balance onthe Revaluation Reserve.

Revaluation gains are also depreciated, with anamount equal to the difference between
currentvalue depreciation charged on assets and the depreciation that would have been
chargeable based on theirhistorical cost being transferred each year from the Revaluation
Reserve tothe Capital Adjustment Account.

Any chargesfor the use of Property, Plantand Equipment with the exception of external
interest payments have aneutral impact onthe amountto be raised fromlocal taxation and
are reversed from service revenue accounts through the Movementin Reserves Statement
to the Capital Adjustment Account.

Disposals and Non-current Assets Held for Sale

When it becomes probable thatanasset will be sold thenitisreclassified asan Asset Held
For Sale. These assets are then carried at a value of the lower of its carrying amount and fair
value less coststo sell.

When assets are disposed of ordecommissioned the carryingamount of the assetin the
Balance Sheetis written off to the Other Operating Expenditure line in the Comprehensive
Income and Expenditure Statement as part of the gain or loss on disposal and matched
againstany capital receiptfrom the disposal. Any revaluation gains on the asset heldin the
Revaluation Reserve are transferred to the Capital Adjustment Account. Resultant gains or
losses following the transfer of schools to academy status are included underfinancingand
investmentincome and expenditure.

Individual asset disposal proceeds in excess of £10,000 are categorised as capital receipts.

Disposals and derecognition of Infrastructure Assets

When a component of the networkis disposed of or decommissioned, the carryingamount
of the componentinthe Balance Sheetis written off to the ‘Otheroperating expenditure’
lineinthe Comprehensive Income and Expenditure Statement as part of the gain or loss on
disposal. Receipts from disposals (if any) are credited tothe same line in the Comprehensive
Income and Expenditure Statement, also as part of the gain or loss on disposal (i.e. netted
off againstthe carrying value of the asset at the time of disposal). The written-off amounts
of disposals are not a charge against council tax, as the cost of noncurrentassetsis fully
provided forunderseparate arrangements for capital financing. Amounts are transferred to
the capital adjustmentaccountfromthe General Fund Balance in the Movementin Reserves
Statement.

Capital Receipts
Capital receipts from the disposal of assets are treated in accordance with provisions of the

Local Government Act 2003. They can be used to fund capital expenditure inthe year, to
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meetdebts orother liabilities, orused to cover paymentsto the Secretary of State under
receipts poolingarrangements.

(v)  Schools

In accordance with the Code of Practice the Council includes all maintained schools underits
controlin the single entity accounts and where control existsincludes allincome,
expenditure, assets, liabilities, reserves and cash-flows is recognised in the Council’s single
entity accounts. Otherassets and funds under the control of the school such as school funds
are alsoincludedin the Council’s accounts where material.

Community and Foundation schools are owned by the Council and are recognised on the
balance sheet.

Voluntary aided and controlled schools are owned by the respective diocese with no formal
rightsto use the assets passed onto the school or governing body, therefore theseare not
included onthe balance sheet.

(w) Private Finance Initiative (PFl) and Similar Contracts

PFl contracts are agreements to receive services where the responsibility for making
available the assets needed to provide the services passes to the PFl contractor. As the
Council isdeemed to control the servicesthatare provided underits PFl schemes, and as the
Council controls the residual interestin the asset at the end of the contract, the Council
carries the assets used under the contract on the Balance Sheet.

The Council has enteredinto a Private Finance Initiative (PFI) contract for the provision of
new office and community facilities in Sale Town Centre. The contract commencedin
October 2003 with theinitial period endingin 2028/29.

The original recognition of these assets was balanced by the recognition of aliability for the
amounts due to the scheme operatorto pay for the assets.

Assetsrecognised on the Balance Sheet are revalued and depreciated in the same way as
property, plantand equipment owned by the Council.

The amounts payable to the PFl operators each year are analysed intofive elements:
o fairvalue of the servicesreceived duringthe year - debited tothe relevant service in
the Comprehensive Income and Expenditure Statement;

e finance cost- an interestcharge onthe outstanding Balance Sheet Liability, debited
to Interest Payable and Similar Chargesinthe Comprehensive Income and
Expenditure Statement;

e contingentrent-increasesinthe amountto be paid for the property arising during
the contract, debited to Interest Payableand Similar Chargesin the Comprehensive
Income and Expenditure Statement;
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e paymenttowardsliability - applied to write down the Balance Sheet liability towards
the PFl operator;

o lifecycle replacement costs - recognised as Property, Plantand Equipmentonthe
Balance Sheet.

(x) Provisions, Contingent Liabilities and Contingent Assets

Provisions

Provisions are made where an event has taken place that gives the Council alegal or
constructive obligation that probably requires settlement by a transfer of economicbenefits,
but where the timing of the transferis uncertain. Provisions are charged tothe appropriate
service line inthe Comprehensive Income and Expenditure Statementinthe yearthatthe
Council becomes aware of the obligation, based on the best estimate of the likely
settlement. When paymentsare eventually made, they are charged to the provisionsetup
on the balance sheet. Provisions are reviewed at each balance sheet date and adjusted to
reflectthe current best estimate.

Contingent Liabilities

A contingent liability arises where an event has taken place that gives the Council a possible
obligation whose existence will only be confirmed in the future by events not wholly within
the control of the Council. Contingent liabilities can also arise where itis either not probable
economicbenefits will flow out from the Council or the obligation cannot be measured
reliably.

Contingentliabilities are not recognised in the Balance Sheetbutare disclosed ina note to
the accounts.

Contingent Assets

A contingentassetarises wherean event has taken place that gives the Council apossible
asset whose existence will only be confirmed by future events not wholly within the control
of the Council.

Contingent assets are notrecognisedinthe Balance Sheetbutdisclosedinanote tothe
accounts where itis probable there will be an inflow of benefits or service potential to the
Council.

(y) Reserves

The Council sets aside specificamounts as reserves for future policy purposes orto cover
contingencies. Inline with the Code, expenditureis charged torevenue and not directly to
any reserve.
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Certainreserves are keptto manage the accounting processes for non-current assets,
financial instruments, retirement and employee benefits and do not represent usable
resources forthe Council —these reservesare explainedin the relevant policies.

Insurance

The Council essentially self-insures on its major risk areas and operates with significantexcess
levels, for example liability insurance policies and property insurance. A provision is
maintained to cover costs for which it is responsible for liability claims and a reserve is
maintained for property related costs.

(2) Revenue Expenditure Funded from Capital Under Statute (REFCUS)

Expenditure incurred during the year that may be capitalised under statutory provisions but
that does notresultinthe creation of a non-currentasset has been charged as expenditure
to the relevantservice inthe Comprehensive Income and Expenditure Statementin the year.
Where the Council has determined to meet the cost of this expenditure from existing capital
resources or by borrowing, atransferinthe Movementin Reserves Statement from the
General Fund Balance to the Capital Adjustment Accountis made. This reverses out the
amounts chargedso thereisno impact on the level of Council Tax.

(aa) VAT

VAT payableisincluded asan expense only tothe extentthatitisirrecoverablefromHis
Majesty’s Revenue and Customs. VAT receivable is excluded from income.

(ab) Fair Value Measurement

The Council measures some of its non-financial assets such as surplus assets and investment
propertiesand some of its financial instruments such as equity instruments at fairvalue at
each reporting date. Fairvalue is the price that would be received to sell an asset or paid to
transfera liability in an orderly transaction between market participants at the
measurement date. The fairvalue measurementassumes that the transaction tosell the
assetor transferthe 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 Council measuresthe fairvalue of an asset or liability using the assumptions that market
participants would use when pricingthe asset or liability, assuming that market participants
actin theireconomicbestinterest.

When measuring the fair value of a non-financial asset, the authority takesintoaccounta
market participant’s ability to generate economic benefits by usingthe assetinits highest
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and bestuse or by sellingittoanother market participantthat would use the assetinits
highestand best use.

The Council usesvaluation techniques that are appropriate in the circumstances and for
which sufficient datais available, maximising the use of relevant observable inputs and
minimising the use of unobservable inputs.

Inputsto the valuation techniquesin respect of assets and liabilities for which fairvalue is
measured ordisclosed inthe Council’s financial statements are categorised within the fair
value hierarchy, as follows:

Level 1 —quoted prices (unadjusted) in active markets foridentical assets orliabilities that
the Council can access at the measurement date;

Level 2 —inputs otherthan quoted pricesincluded within Level 1that are observable forthe
assetor liability, eitherdirectly orindirectly;

Level 3—unobservable inputs for the asset or liability.

28



Schedule of changes

The key accounting changes principally introduced by the Code of Practice on Local
Authority Accounting in the United Kingdom 2023/24, including:

a)

b)

d)

f)

Amendments to IAS 8, which clarify the distinction between changes in
accounting estimates and changes in accounting policies and the correction
of errors.

Amendments to IAS 1, which helps prepares to provide more focused and
proportionate information on accounting policies.

A temporary relief to the accounting adjustments for infrastructure assets. If
the Local Authority chooses to apply this temporary relief, the Code requires
that additional information is provided to explain an authority’s rationale for
this decision.

The prescriptions of the Code for infrastructure assets in predecessor Codes.
Confirmation of the transitional reporting requirements of the new standards
introduced in the 2023/24 Code, while also having regard to requirements in
relation to voluntary adoption of IFRS 16.

Confirmation of the new standards introduced to the 2023/24 Code.
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