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Annual Statement of Accounts 2022/23

The Statement of Accounts is the formal financial report on the Council’s activities as
required by the Accounts and Audit Regulations 2015, and other statutory provisions.

The statement includes:

1. Narrative Report (pages 1 to 12)

2. The Statement of Responsibilities (page 13)

3. The Audit Opinion and Certificate (pages 14 to 20)

4. The Core Financial Statements comprising:-
The Comprehensive Income and Expenditure Statement (page 21)
The Movement in Reserves Statement (pages 22 to 23)
The Balance Sheet (page 24)
The Cash Flow Statement (page 25)

5. The Notes to the Core Financial Statements (pages 26 to 111)

6. Group Accounts:
Introduction (pages 112 to 113)
The Group Comprehensive Income and Expenditure Statement (page 114)
The Group Movement in Reserves Statement (pages 115 to 116)
The Group Balance Sheet (page 117)
The Group Cash Flow Statement (page 118)
The Group Account Notes (pages 119 to 129)

7. The Housing Revenue Account (pages 130 to 133)

8. The Collection Fund (pages 134 to 135)

9. The Pension Fund Accounts (pages 136 to 187)

10.Glossary (pages 188 to 201)

Further information about the Council's Accounts can be obtained from the Finance
Department.

For details please contact James Walton on (01743) 258915.

James Walton
Executive Director of Resources
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Narrative Report

Introduction

About Shropshire Council

Shropshire Council is a unitary authority which was formed on 1 April 2009. The area
covered by the Council is rural with an area of 3,197 square kilometres and a
population of just 323,600. The Council represents 91.7% of the county of Shropshire
with the remainder of the county being covered by Telford and Wrekin Council.

In 2022/23, the Council has adopted a new Shropshire Plan which outlines a new

vision and priorities for the Council over the next 3 years, in addition to a new
performance approach.

Our Services

In 2022/23 the Council was organised around four directorates:

e Health and Wellbeing (including public health, regulatory services and
community safety).

e People (including the support of and assistance to people with learning or
physical disabilities or sensory impairment and older people, and the homeless
or mental health services; children’s social care and safeguarding; mainstream
schools and education; early years and pre-school; special schools and special
educational needs provision; education improvement and home to school
transport).

e Place (including economic growth, broadband, planning services and policy,
property services and facilities management, Shire Catering and Cleaning,
waste management, highways, public transport, parking, street cleansing, arts,
AONB, outdoor partnerships, climate change leisure, libraries, museums,
archives, theatre services, bereavement services, registrars and coroners,
housing development and housing stock).

e Resources (including technology, information intelligence and insight, human
resources and organisational development, finance, audit, emergency
planning, risk management and insurance, revenues and benefits, pensions,
treasury, legal services, democratic services to support elected members,
communications and engagement).

Vision for Shropshire

The Shropshire Plan for 2022 to 2025 was agreed by Full Council on 12t May 2022.
The Shropshire Plan is the key strategic document for the Council and sets out the
vision, purpose and priorities of the Council and for its people, communities,
businesses and organisations.

The Shropshire Plan (see link here: The Shropshire Plan 2022-2025 | Shropshire Council)
is informed by the following key objectives which sit at the heart of everything the
Council does:

e Healthy people,

. Healthy economy,

. Healthy environment, and a

. Healthy organisation.
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Narrative Report

Figure 1: Priorities within the Shropshire Plan

Our Priorities: Healthy People Healthy Economy Healthy Environment  Healthy Organisation

Alongside the Shropshire Plan, the Workforce Strategy sets out the key values of

‘Getting It Right’ (GiR) which is our overarching approach for the long term future of
Shropshire.

Authentic
Relationships
trust, honesty, openness,

transparency, humanity,
inclusivity

Our world Professional
excellence
values and behaviours o Gorge accountability, one team,

tailored to your TEN partnering, pioneering,
world (service areas) z planning,

improvement

Agile Belief in
leadership potential
engagement, enablement,] [ confidence, empowerment,
performance, development, curiosity,
responsibility, resilience, innovation
expectation

Figure 2: Getting It Right — core values agreed by staff

Performance

The delivery of the outcomes for Shropshire is monitored on a quarterly basis. It is
presented using a performance portal, which enables a drill down into each
performance measure. The information is reported to Cabinet with the report
identifying specific measures by exception. The full information for each measure is
published on the performance portal when the report is presented to Cabinet and this
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Narrative Report

provides Overview and Scrutiny the opportunity to identify any measures which stand
out that they would like to understand in greater detail. They can request additional
information and receive it to inform whether they would want to add it to their work
programme. A summary of the performance for each priority in 2022/23 is detailed
below:

Healthy People

Numbers of Looked After Childrens have increased during the financial year, albeit as
a slower rate than in previous years. The Council introduced a Stepping Stones project
to help address the rising number of looked after children, providing family support
services to reduce the number of care placements required. Initial targets for the
programme in 2022/23 have all been exceeded.

The Homelessness and Rough Sleepers Strategy has been delayed due to resources
having to be redirected during floods, the pandemic and more recently to deal with the
re-settlement of people fleeing the conflict in Ukraine. The Council has now however
procured a partner to carry out a homeless/housing review to support development of
the Strategy.

Healthy Economy

During 2022/23 the Council has published a new Economic Growth Strategy for
Shropshire. This sets out the Council’s vision to support businesses, providing
infrastructure to encourage business investment and encourage connectivity, housing
and employment opportunities for our communities. The results of the 2022 road
survey showed that the percentage of non principal classified roads has improved
slightly and principal classified roads has stabilised. Further improvement is still
planned in this area.

Healthy Environment

Over the course of 2022. The Council has completed a mass roll out of new recycling
bins, delivering over 100,000 new bins. Level of recycling was relatively stable,
however as at the year end, the annual recycling rate was marginally below the target
This was due to a significant reduction in composting tonnage compared to previous
years which was impacted by the weather over the summer period which reduced
garden waste collected.

Healthy Organisation

During the course of 2022/23 the Council has seen a marginal reduction in
complaints and a corresponding increase in compliments, which demonstrates a
positive impact with how the Council is dealing with its customers. The level of staff
has remained relatively static and demonstrates the difficulties that all local
authorities are experiencing with recruitment to key roles. Levels of council tax and
business rates collected during 2022/23 are in excess of the target.

Revenue Spending Plans for 2022/23

The Council’s budget for the provision of services in 2022/23 and the Medium Term
Financial Plan to 2026/27 was agreed by Council in February 2022. The budget was
set against a backdrop of increasing demand pressures for statutory services, such as
Children’s Social Care and Adult’s Services.
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In total, the Council planned to spend £597.6m (gross) on council services in 2022/23
and planned to deliver new savings of £10.655m in addition to undelivered savings of
£2.040m from 2021/22. Following approval of the budget, the invasion of Ukraine
caused significant economic uncertainty, which resulted in high levels of inflation,
which highlighted potential cost pressures for 2022/23, as a result a further £8.5m of
one off tactical budget savings were identified to address the budget pressure.

The gross budget was financed through Government Grants (£250.7m), Service
Income (£122.2m), Council Tax (£180.3m), Business Rates (£36.8m) Top Up Grant
(£10.0m), Revenue Support Grant (£6.5m) and a Collection Fund Deficit (-£9.0m).

Revenue Outturn Position for 2022/23

As set out in the table below the 2022/23 outturn was a £8.499m overspend,
representing a 1.4% variance on the gross budget. Further details of the outturn
position for each directorate is shown in the Financial Outturn report which is presented
to Cabinet and Council in June and July.

Actual Controllable

Outturn  Over/ (Under)
£000 £000

Service Expenditure

Corporate (50,262) (58,467) (8,205)
Health and Wellbeing 2,332 2,025 (307)
People 195,734 209,655 13,921
Place 70,157 75,263 5,106
Resources 6,622 4,639 (1,983)
Strategic Management Board 33 0 33

224,616 233,115

The outturn position marginally improved from the projected outturn reported during
the course of the year as management action was taken to try to reduce the overall
overspend, however demand pressures could not be fully mitigated.

Year End Projected Quarter 1* Quarter2 Quarter 3  Outturn
Over/(Under)spend £000 £000 £000 £000
Corporate (2,047) (4,121) (6,014) (8,205)
Health and Wellbeing (139) (168) (265) (307)
People 4,605 11,520 12,987 13,921
Place 7,496 5,167 5,018 5,106
Resources (526) (1,384) (1,744) (1,983)
Strategic Management Board 16 16 32 33

During the year the Council experienced increased demand pressures for Children’s
Social Care resulting in additional cost pressures. Demand for services within Adult
Service was broadly similar to previous years however the Council found that the care
needs of service users have become more complex, resulting in more costly care
packages. The impact of inflationary pressures within the economy impacted on
income targets within the Council with some targets in Commercial Services no longer
being viable.
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A total of £17.214m in other specific funding streams was deployed against specific
activity or passported directly to third parties. Where the Council was required to
distribute the grants according to specific criteria, and was therefore acting as an
agent, the transactions have been excluded from the income and expenditure in the
Comprehensive Income and Expenditure statement and a debtor or creditor included
on the Balance Sheet for any outstanding balances. This includes transactions relating
to Energy rebates through Council Tax and Homes for Ukraine payments. Details of
these grants are shown in note 37.

Further detail on the Council’'s service expenditure can be found within the
Comprehensive Income & Expenditure Statement and Notes 6, 7, 8 and 9 to the
Accounts.

The chart below demonstrates which services the Council has spent its net budget on.
It should be noted that this excludes any expenditure on schools which is funded
separately through the Dedicated Schools Grant.

o Service Expenditure 2022/23
120
100
80

60
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Net Bud%t m Outturn 2022/23
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The gross expenditure for the Council, including expenditure for schools was
£875.816m and this was spent on the following types of expenditure:
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Analysis of Gross Expenditure 2022/23

Transport-Related Capital Financing
Transfer Payments 3% g9

12%

Employees
25%

Third Party
Payments
34%

Premises-Related
3%
Supplies & Services

Support Services 11%
A%

Reserves

The Council holds a number of revenue reserves in order to provide some resilience
for the Council to cope with unforeseen financial pressures, implementation costs of
long term projects or long term contractual commitments.

In 2022/23 the general fund balance reduced by £4.429m to a total of £7.093m. This
is due to the overspend within the revenue account during 2022/23 . This balance lies
below the risk assessed level of balances calculated for 2022/23. As a result of this
anticipated position, The Council has budgeted to increase reserves in 2023/24,
however this is dependent on the Council delivering fully on their planned spending
reductions.

Earmarked reserves have decreased by £37.059m during 2022/23, which includes an
increase in schools delegated balances of £2.296m. A reduction in specific earmarked
reserves in 2022/23 was set out in the budget strategy for 2022/23 and so the outturn
is in line with this. Total earmarked reserves are held at £52.579m including school
balances of £10.487m.

Capital Outturn Position for 2022/23

The Capital Budget is monitored throughout the year to identify any pressures and re-
profile budgets based on revised expenditure projections. The budget changes as a
result of slippage from the previous financial years capital programme, new capital
allocations received or reductions in existing allocations and re-profiling of capital
allocations between financial years.
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The table below provides a summary of the revised capital budget and expenditure for
2022/23 as at outturn and slippage into the next financial year. Further details of the
outturn position are provided in the Financial Outturn report presented to Cabinet and
Full Council.

. Revised Actual .
Service Area Budget Spend Variance

2022/23 2022/23 2022/23
£000 £000 £000

General Fund

People 16,275 19,175 2,900

Place 76,500 67,289 (9,211)

Resources 486 443 (43)
Total General Fund 93,261 86,907 (6,354)
Housing Revenue Account 17,851 13,458 (4,393)
Total Capital Programme e B e 100,365 10,747

The table below provides a summary of the capital financing for the actual capital
expenditure for 2022/23.

Financing 2022/23
£000

Capital Grants & Contributions 48,537
Revenue Contributions 1,370
Major Repairs Allowance 4,194
Self Financing Prudential Borrowing 36,361
Corporate Resources 8,993
SALIX Loan 910

The areas of most significant expenditure for schemes undertaken in 2022/23 are as
follows:

Expenditure

2022/23
£000

People
Disabled Facilities Grants 3,316
Occupational Therapy Equipment 994
Carbon Reduction — Warm Homes 1,222
Children’s Residential Care 792
Schools Condition Schemes 1,425
Devolved Formula Capital 454
School Future Place Planning 8,715

Place

Highways and Transport 38,069
North West Relief Road 5,171
Waste Management — Recycling Bins 2,025
Street Lighting Replacement 1,884
Flood Defences and Water Management 654
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Expenditure

2022/23

£000

Broadband 884

Economic Development 5,876

Commercial Investments 9,164

Corporate Landlord 10,713
Housing Revenue Account

Housing Major Repairs Programme 4,239

House Repurchases 122

Temporary Accommodation 933

New Build Programme - Phase 4-6 8,164

Actual Capital Expenditure 2022/23

Housing Revenue Account People
13% 19%

Resources
1%

Place

o/% Total capital expenditure was £100.4m

Actual Capital Financing 2022/23

Corporate Resources
9%
Major Repairs Allowance
Revenue Contributions to Cagital
2% Self Financed Prudential
Borrowing

Other Contributions 36%

14%

Other Grants
1%

SALIX Loan
1%

Government Grants
33%
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Cash Flow Management

Cashflow forecasts are prepared for the current and future financial years and are
monitored on a daily basis. The cashflow forecast is regularly updated to take account
of future changes so the cash position of the Council can be managed appropriately.

The Council undertakes long-term borrowing, for periods in excess of one year, in
order to finance capital spending. The Council satisfies its borrowing requirement for
this purpose by securing external loans. However, the Council is able to temporarily
defer the need to borrow externally by using the cash it has set aside for longer term
purposes; this practice means that there is no immediate link between the need to
borrow to pay for capital spend and the level of external borrowing. The effect of using
the cash set aside for longer term purposes to temporarily defer external borrowing is
to reduce the level of cash that the Council has available for investment.

Due to the slippage within the capital programme, there has been no additional
borrowing required for current schemes.

Cash balances held at the year end have reduced as a result of reserve balances
reducing. Further details are provided in the Statement of Accounts.

The Council is satisfied that cashflow levels are sustainable in the short to medium
term based on the information that is currently held.

The Statement of Accounts

The purpose of the Statement of Accounts is to give electors, those subject to locally
levied taxes and charges, Members of the Council, employees and other interested
parties clear information about the Council’s finances. The format of the Statement of
Accounts is governed by The Code of Practice on Local Authority Accounting in the
United Kingdom, published by CIPFA (the Code). To make the document as useful as
possible to its audience and so as to make meaningful comparisons between
authorities possible the Code requires:

o All Statement of Accounts to reflect a common pattern of presentation, although this
does not necessarily require them to be in an identical format.

¢ Interpretation and explanation of the Statement of Accounts to be provided.

e The Statement of Accounts and supporting notes to be written in plain language.

The section on accounting policies describes the basis on which the financial
information within the statements is prepared. The accounts have been prepared to
give a true and fair view of the financial position of the Council and with the underlying
assumption of the going concern concept. Information is included within the statements
having regard to the concepts of relevance, reliability, comparability and
understandability together with a consideration of materiality.

This statement of accounts comprises various sections and statements, which are
briefly explained below:
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¢ A Narrative Report — this provides an effective guide to the most significant matters
reported in the accounts, including an explanation of the Council’s financial position
and details the performance of the Council during the financial year.

¢« The Statement of Responsibilities — this details the responsibilities of the Council
and the Chief Financial Officer concerning the Council’s financial affairs and the
actual Statement of Accounts.

e The Audit Opinion and Certificate — this is provided by the external auditor
following the completion of the annual audit.

e The Core Financial Statements, comprising:

o The Comprehensive Income and Expenditure Statement - this is
fundamental to the understanding of a Council’s activities. It brings together all
of the functions of the Council and summarises all of the resources the Council
has generated, consumed or set aside in providing services during the year. As
such, it is intended to show the true financial position of the Council, before
allowing for the concessions provided by statute to raise council tax according
to different rules and for the ability to divert particular expenditure to be met from
capital resources.

o The Movement in Reserves Statement — this shows the movement in the year
on the different reserves held by the Council which is analysed into ‘usable
reserves’ and other reserves.

o The Balance Sheet — like the Income and Expenditure Statement this is also
fundamental to the understanding of the Council’s financial position as at 31
March 2023. It shows the balances and reserves at the Council’s disposal, long
term liabilities and the fixed and net current assets employed in its operations,
together with summarised information on the non current assets held.

o The Cash Flow Statement — this consolidated statement summarises the
Council’s inflows and outflows of cash arising from transactions with third parties
for revenue and capital purposes. Cash is defined for the purpose of this
statement, as cash in hand and cash equivalents.

e The Notes to the Core Financial Statements provide supporting and explanatory
information on the Core Financial Statements and include the Council’s accounting
policies.

e Group Accounts — group financial statements are required in order to reflect the
variety of undertakings that local authorities conduct under the ultimate control of
the parent undertaking of that group. The group accounts should also include any
interests where the Council is partly accountable for the activities because of the
closeness of its involvements i.e. in associates and joint ventures.

¢ The Housing Revenue Account — There is a statutory duty to account separately
for local authority housing provision.

e The Collection Fund — This account reflects the statutory requirement for billing
authorities to maintain a separate Collection Fund, which shows the transactions of

10
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the billing authority in relation to Non-Domestic Rates and the Council Tax, and
illustrates the way in which these have been distributed to preceptors and the
General Fund.

e The Pension Fund Accounts and Disclosure Notes — the Shropshire County
Pension Fund is administered by this Council, however, the pension fund has to be
completely separate from the Council’s own finances. The accounts summarise the
financial position of the Shropshire County Pension Fund, including all income and
expenditure for 2022/23 and assets and liabilities as at 31 March 2023.

A glossary to the Statement of Accounts is also included to help to make, what is
ultimately a very technical accounting document, more understandable to the reader.

Outlook for the Council

The Council produced a Medium Term Financial Strategy (MTFS) for the period
2023/24 — 2027/28, and the plan sets out a clear route to securing long term financial
sustainability for the Council, whilst aligning the Council’s resources to the Shropshire
Plan.

The year 2022 was a turbulent period for the UK economy. In February 2022, Russia
embarked on an invasion of Ukraine, whilst not involving the UK directly, this has huge
implications for the world economy. Prices of fuel, energy, and commodities rose as
trade sanctions were applied with Russia. As a result, inflation rates in the UK have
increased to their highest level since 1977. Attempts to mitigate this through the ‘mini
budget’ proved counterproductive, eventually leading in October to a new Prime
Minister and Chancellor who then focussed on securing fiscal stability.

The impact of this economic uncertainty resulting in the Council facing increased
inflationary pressures in 2022/23, and a pressure of around £40m in 2023/24 to be
addressed. In previous financial strategies, the Council had used the Financial
Strategy Reserve, alongside other earmarked reserves and COVID funding to balance
the books. The Financial Strategy Reserve has been fully utilised in 2022/23 and
COVID funding is no longer applicable, therefore in order to balance the budget for
2023/24, the Council would need to deliver an ambitious savings and efficiency
programme. The approach taken to planning for 2023/24 was to:

e seek recurrent savings from service areas in order to address the budget gap
identified for 2023/24 in a sustainable way, and

e remove use of reserves to bridge the budget gap, and if possible, make
contributions in order to replenish them.

The approach to planning our budget for 2023/24 has been guided by several key
principles:
e Putting services first; these proposals are guided by the best way to deliver
services and our Shropshire Plan priorities
e Seeking to increase overall efficiency and effectiveness of council services
significantly as our response to rising costs, rather than simply ‘cutting’ services
back

11
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e Planning to make significant changes rapidly so we can secure a sustainable
financial base for the coming years
¢ taking difficult decisions and planning to deliver those

The Council identified spending reduction plans of £51.4m and this was consulted on
and then agreed by Full Council in March 2023. As a result of the work of officers to
identify these spending reductions, this produced a balanced budget for 2023/24, and
produce a more sustainable footing for the Council over the remaining life of the
Medium term Financial Strategy.

Next year we will be investing over £115 million of capital funding into local projects.
The capital programme remains priority led, reflecting the need for growth in the
Shropshire economy, significant investment in infrastructure and roads, investment in
the current housing stock and developing a new build programme for housing, and
funding to deliver superfast broadband across much of Shropshire in the coming
years.

12
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Statement of Responsibilities

The Council’s Responsibilities

The Council is required to:

e Make arrangements for the proper administration of its financial affairs and to secure
that one of its officers has the responsibility for the administration of those affairs. In
this Council, that officer is the Executive Director of Resources;

e Manage its affairs to secure economic, efficient and effective use of resources and
safeguard its assets;

e Approve the Statement of Accounts.

Approved by Council

The Council’'s Statement of Accounts for 2022/23 was formally approved at a meeting of the
Audit Committee on 23 November 2023

Brian Williams
Chair of the Audit Committee
26 February 2024

Responsibilities of Executive Director of Resources

The Executive Director of Resources is responsible for the preparation of the Council’s
Statement of Accounts in accordance with proper practices as set outin the CIPFA/LASAAC
Code of Practice on Local Authority Accounting in the United Kingdom (“the Code”).

In preparing this Statement of Accounts, the Executive Director of Resources has:
e Selected suitable accounting policies and then applied them consistently;
¢ Made judgements and estimates that were reasonable and prudent;
e Complied with the local authority Code.

The Executive Director of Resources has also:
e Kept proper accounting records which were up to date;
e Taken reasonable steps for the prevention and detection of fraud and other
irregularities.

Certificate of the Executive Director of Resources

| hereby certify that the Statement of Accounts present a true and fair view of the financial
position and the income and expenditure of the Council for the year ended 31 March 2023.

James Walton
Executive Director of Resources
26 February 2024
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Audit Opinion and Certificate

Independent auditor's report to the members of Shropshire Council
Report on the Audit of the Financial Statements

Opinion on financial statements

We have audited the financial statements of Shropshire Council (the ‘Authority’) and
its subsidiaries and joint ventures (the ‘group’) for the year ended 31 March 2023,
which comprise the Comprehensive Income and Expenditure Statement, the
Movement in Reserves Statement, the Balance Sheet, the Cash Flow Statement, the
Group Comprehensive Income and Expenditure Statement, the Group Movement in
Reserves Statement, the Group Balance Sheet, the Group Cash Flow Statement,
the Housing Revenue Account Income and Expenditure Statement, the Movement
on the Housing Revenue Account Statement, the Collection Fund and notes to the
financial statements, including a summary of significant accounting policies. The
financial reporting framework that has been applied in their preparation is applicable
law and the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the
United Kingdom 2022/23.

In our opinion, the financial statements:

e give a true and fair view of the financial position of the group and of the Authority
as at 31 March 2023 and of the group’s expenditure and income and the
Authority’s expenditure and income for the year then ended,;

e have been properly prepared in accordance with the CIPFA/LASAAC Code of
Practice on Local Authority Accounting in the United Kingdom 2022/23,; and

e have been prepared in accordance with the requirements of the Local Audit and
Accountability Act 2014.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK)
(ISAs (UK)) and applicable law, as required by the Code of Audit Practice (2020)
(“the Code of Audit Practice”) approved by the Comptroller and Auditor General. Our
responsibilities under those standards are further described in the ‘Auditor’s
responsibilities for the audit of the financial statements’ section of our report. We are
independent of the group and the Authority in accordance with the ethical
requirements that are relevant to our audit of the financial statements in the UK,
including the FRC’s Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Conclusions relating to going concern

We are responsible for concluding on the appropriateness of the Executive Director
of Resources’ use of the going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the group and the Authority’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we
are required to draw attention in our report to the related disclosures in the financial

14
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statements or, if such disclosures are inadequate, to modify the auditor’s opinion.
Our conclusions are based on the audit evidence obtained up to the date of our
report. However, future events or conditions may cause the Authority or the group to
cease to continue as a going concern.

In our evaluation of the Executive Director of Resources’ conclusions, and in
accordance with the expectation set out within the CIPFA/LASAAC Code of Practice
on Local Authority Accounting in the United Kingdom 2022/23 that the Authority’s
and group’s financial statements shall be prepared on a going concern basis, we
considered the inherent risks associated with the continuation of services provided
by the group and the Authority. In doing so we had regard to the guidance provided
in Practice Note 10 Audit of financial statements and regularity of public sector
bodies in the United Kingdom (Revised 2022) on the application of ISA (UK) 570
Going Concern to public sector entities. We assessed the reasonableness of the
basis of preparation used by the group and Authority and the group and Authority’s
disclosures over the going concern period.

In auditing the financial statements, we have concluded that the Executive Director
of Resources’ use of the going concern basis of accounting in the preparation of the
financial statements is appropriate.

Based on the work we have performed, we have not identified any material
uncertainties relating to events or conditions that, individually or collectively, may
cast significant doubt on the Authority’s and the group’s ability to continue as a going
concern for a period of at least twelve months from when the financial statements
are authorised for issue.

Our responsibilities and the responsibilities of the Executive Director of Resources
with respect to going concern are described in the relevant sections of this report.

Other information

The other information comprises the information included in the Annual Governance
Statement and the Statement of Accounts, other than the financial statements, our
auditor’s report thereon, and our auditor’s report on the pension fund financial
statements. The Executive Director of Resources is responsible for the other
information. Our opinion on the financial statements does not cover the other
information and, except to the extent otherwise explicitly stated in our report, we do
not express any form of assurance conclusion thereon.

Our responsibility is to read the other information and, in doing so, consider whether
the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be materially misstated. If
we identify such material inconsistencies or apparent material misstatements, we are
required to determine whether there is a material misstatement in the financial
statements themselves. If, based on the work we have performed, we conclude that
there is a material misstatement of this other information, we are required to report
that fact.

We have nothing to report in this regard.

15
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Other information we are required to report on by exception under the Code of
Audit Practice

Under the Code of Audit Practice published by the National Audit Office in April 2020
on behalf of the Comptroller and Auditor General (the Code of Audit Practice) we are
required to consider whether the Annual Governance Statement does not comply
with ‘Delivering Good Governance in Local Government Framework 2016 Edition’
published by CIPFA and SOLACE, or is misleading or inconsistent with the
information of which we are aware from our audit. We are not required to consider
whether the Annual Governance Statement addresses all risks and controls or that
risks are satisfactorily addressed by internal controls.

We have nothing to report in this regard.

Opinion on other matters required by the Code of Audit Practice

In our opinion, based on the work undertaken in the course of the audit of the
financial statements, the other information published together with the financial
statements in the Statement of Accounts for the financial year for which the financial
statements are prepared is consistent with the financial statements.

Matters on which we are required to report by exception
Under the Code of Audit Practice, we are required to report to you if:

e we issue a report in the public interest under section 24 of the Local Audit and
Accountability Act 2014 in the course of, or at the conclusion of the audit; or

e we make a written recommendation to the Authority under section 24 of the Local
Audit and Accountability Act 2014 in the course of, or at the conclusion of the
audit; or

e we make an application to the court for a declaration that an item of account is
contrary to law under Section 28 of the Local Audit and Accountability Act 2014 in
the course of, or at the conclusion of the audit; or;

e we issue an advisory notice under Section 29 of the Local Audit and
Accountability Act 2014 in the course of, or at the conclusion of the audit; or

e we make an application for judicial review under Section 31 of the Local Audit and
Accountability Act 2014, in the course of, or at the conclusion of the audit.

We have nothing to report in respect of the above matters.

Responsibilities of the Authority and the Executive Director of Resource

As explained more fully in the Statement of Responsibilities, the Authority is required
to make arrangements for the proper administration of its financial affairs and to
secure that one of its officers has the responsibility for the administration of those
affairs. In this authority, that officer is the Executive Director of Resources. The
Executive Director of Resources is responsible for the preparation of the Statement
of Accounts, which includes the financial statements, in accordance with proper
practices as set out in the CIPFA/LASAAC Code of Practice on Local Authority
Accounting in the United Kingdom 2022/23, for being satisfied that they give a true
and fair view, and for such internal control as the Executive Director of Resources
determines is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error.
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In preparing the financial statements, the Executive Director of Resources is
responsible for assessing the Authority’s and the group’s ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless they have been informed by the
relevant national body of the intention to dissolve the Authority and the group without
the transfer of its services to another public sector entity.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditor’s report that includes our opinion. Reasonable
assurance is a high level of assurance but is not a guarantee that an audit conducted
in accordance with ISAs (UK) will always detect a material misstatement when it
exists.

Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.
Irregularities, including fraud, are instances of non-compliance with laws and
regulations. The extent to which our procedures are capable of detecting
irregularities, including fraud, is detailed below.

We obtained an understanding of the legal and regulatory frameworks that are
applicable to the group and Authority and determined that the most significant which
are directly relevant to specific assertions in the financial statements are those
related to the reporting frameworks (the CIPFA/LASAAC Code of Practice on Local
Authority Accounting in the United Kingdom 2022/23, the Local Audit and
Accountability Act 2014, the Accounts and Audit Regulations 2015, the Local
Government Act 2003, Local Government Act 1972, Local Government and Housing
Act 1989, the Local Government Finance Act 1988 (as amended by the Local
Government Finance Act 1992) and the Local Government Finance Act 2012).

We enquired of management and the Audit Committee, concerning the group and
Authority’s policies and procedures relating to:

» the identification, evaluation and compliance with laws and regulations;
e the detection and response to the risks of fraud; and

e the establishment of internal controls to mitigate risks related to fraud or non-
compliance with laws and regulations.

We enquired of management, internal audit and the Audit Committee, whether they
were aware of any instances of non-compliance with laws and regulations or whether
they had any knowledge of actual, suspected or alleged fraud.

We assessed the susceptibility of the Authority and group’s financial statements to
material misstatement, including how fraud might occur, by evaluating officers’
incentives and opportunities for manipulation of the financial statements. This
included the evaluation of the risk of management override of controls. We
determined that the principal risks were in relation to:

e large and unusual manual journals and those manual journals with a direct
impact on the financial performance of the Council; and

e potential management bias in determining accounting estimates, especially in
relation to the calculation of the valuation of the Council’s land and buildings
17
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(including investment properties and council dwellings) and the net pensions
liability.

Our audit procedures involved:

e evaluation of the design effectiveness of controls that management has in place
to prevent and detect fraud;

e journal entry testing, with a focus on large and unusual manual items and
significant journals at the end of the financial year which impacted on the
Council’s financial performance;

e challenging assumptions and judgements made by management in its significant
accounting estimates in respect of land and buildings (including investment
properties and council dwellings) valuations and net pension liability and;

e assessing the extent of compliance with the relevant laws and regulations as
part of our procedures on the related financial statement item.

These audit procedures were designed to provide reasonable assurance that the
financial statements were free from fraud or error. The risk of not detecting a material
misstatement due to fraud is higher than the risk of not detecting one resulting from
error and detecting irregularities that result from fraud is inherently more difficult than
detecting those that result from error, as fraud may involve collusion, deliberate
concealment, forgery or intentional misrepresentations. Also, the further removed
non-compliance with laws and regulations is from events and transactions reflected
in the financial statements, the less likely we would become aware of it.

We communicated relevant laws and regulations and potential fraud risks to all
engagement team members, including the potential for management override of
controls. We remained alert to any indications of non-compliance with laws and
regulations, including fraud, throughout the audit.

Our assessment of the appropriateness of the collective competence and capabilities
of the group and Authority’s engagement team included consideration of the
engagement team's

e understanding of, and practical experience with audit engagements of a similar
nature and complexity through appropriate training and participation

* knowledge of the local government sector in which the group and Authority
operates

e understanding of the legal and regulatory requirements specific to the Authority
and group including:

o the provisions of the applicable legislation
o guidance issued by CIPFA/LASAAC and SOLACE
o the applicable statutory provisions.

In assessing the potential risks of material misstatement, we obtained an
understanding of:

e the Authority and group’s operations, including the nature of its income and
expenditure and its services and of its objectives and strategies to understand
the classes of transactions, account balances, expected financial statement
disclosures and business risks that may result in risks of material misstatement.
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e the Authority and group's control environment, including the policies and
procedures implemented by the Authority and group to ensure compliance with
the requirements of the financial reporting framework.

A further description of our responsibilities for the audit of the financial statements is
located on the Financial Reporting Council’s website at:
www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s
report.

Report on other legal and regulatory requirements — the Authority’s
arrangements for securing economy, efficiency and effectiveness
in its use of resources

Matter on which we are required to report by exception — the Authority’s
arrangements for securing economy, efficiency and effectiveness in its use of
resources

Under the Code of Audit Practice, we are required to report to you if, in our opinion,
we have not been able to satisfy ourselves that the Authority has made proper
arrangements for securing economy, efficiency and effectiveness in its use of
resources for the year ended 31 March 2023.

Our work on the Authority’s arrangements for securing economy, efficiency and
effectiveness in its use of resources is not yet complete. The outcome of our work
will be reported in our commentary on the Authority’s arrangements in our Auditor’s
Annual Report. If we identify any significant weaknesses in these arrangements,
these will be reported by exception in a further auditor’s report. We are satisfied that
this work does not have a material effect on our opinion on the financial statements
for the year ended 31 March 2023.

Responsibilities of the Authority
The Authority is responsible for putting in place proper arrangements for securing
economy, efficiency and effectiveness in its use of resources.

Auditor’s responsibilities for the review of the Authority’s arrangements for
securing economy, efficiency and effectiveness in its use of resources

We are required under Section 20(1)(c) of the Local Audit and Accountability Act
2014 to be satisfied that the Authority has made proper arrangements for securing
economy, efficiency and effectiveness in its use of resources. We are not required to
consider, nor have we considered, whether all aspects of the Authority's
arrangements for securing economy, efficiency and effectiveness in its use of
resources are operating effectively.

We undertake our review in accordance with the Code of Audit Practice, having
regard to the guidance issued by the Comptroller and Auditor General in January
2023. This guidance sets out the arrangements that fall within the scope of ‘proper
arrangements’. When reporting on these arrangements, the Code of Audit Practice
requires auditors to structure their commentary on arrangements under three
specified reporting criteria:
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e Financial sustainability: how the Authority plans and manages its resources to
ensure it can continue to deliver its services;

e Governance: how the Authority ensures that it makes informed decisions and
properly manages its risks; and

e Improving economy, efficiency and effectiveness: how the Authority uses
information about its costs and performance to improve the way it manages
and delivers its services.

We document our understanding of the arrangements the Authority has in place for
each of these three specified reporting criteria, gathering sufficient evidence to
support our risk assessment and commentary in our Auditor's Annual Report. In
undertaking our work, we consider whether there is evidence to suggest that there
are significant weaknesses in arrangements.

Report on other legal and regulatory requirements — Delay in certification of
completion of the audit

We cannot formally conclude the audit and issue an audit certificate for Shropshire
Council for the year ended 31 March 2023 in accordance with the requirements of
the Local Audit and Accountability Act 2014 and the Code of Audit Practice until we
have completed:

e our work on the Authority’s arrangements for securing economy, efficiency
and effectiveness in its use of resources; and

e consideration of an objection brought to our attention by a local authority
elector relating to the 2020/21 financial year under Section 27 of the Local
Audit and Accountability Act 2014.

We are satisfied that this work does not have a material effect on the financial
statements for the year ended 31 March 2023.

Use of our report

This report is made solely to the members of the Authority, as a body, in accordance
with Part 5 of the Local Audit and Accountability Act 2014 and as set out in
paragraph 44 of the Statement of Responsibilities of Auditors and Audited Bodies
published by Public Sector Audit Appointments Limited. Our audit work has been
undertaken so that we might state to the Authority’s members those matters we are
required to state to them in an auditor's report and for no other purpose. To the
fullest extent permitted by law, we do not accept or assume responsibility to anyone
other than the Authority and the Authority's members as a body, for our audit work,
for this report, or for the opinions we have formed.

Grant Patterson, Key Audit Partner
for and on behalf of Grant Thornton UK LLP, Local Auditor

Birmingham
26 February 2024
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Comprehensive Income and Expenditure Statement

This statement shows the accounting cost in the year of providing services in accordance with
generally accepted accounting practices, rather than the amount to be funded from taxation.
Authorities raise taxation to cover expenditure in accordance with statutory regulations; this
may be different from the accounting cost. The taxation position is shown in both the
Expenditure and Funding Analysis and the Movement in Reserves Statement.

2021/22 2022/23

S Expenditure
S Expenditure
S Expenditure

o
L
S
=
T
c
o
o
X
]
00

I Gross
B Net
I Gross
I Net

Expenditure on Continuing
Services (Notes 6, 7, 8 and

9)
18,1655 (23,768) (5,613) Health and Wellbeing 18,542  (15,559) 2,983
(5,001) (18,395) (23,396) Local Authority Housing 3,386  (19,162) (15,776)
390,343  (196,221) 194,122 People 454,576 (216,908) 237,668
144,830 (48,363) 96,486 Place 161,824  (49,602) 112,222
56,728 (49,605) 7,123 Resources 60,240  (52,474) 7,766
922 0 922 Strategic Management Board 716 0 716
26,088 (33,015) (6,927) Corporate 10,307  (27,410) (17,103)
632,065 (369,366) 262,699 Net Cost of Services 709,591 (381,115) 328,476
15,556 Other Operating Expenditure (Note 12) 10,532
31,848 Financing and Investment Income and Expenditure 48,301
(Note 13)
(326,122) Taxation and Non Specific Grant Income (Note 14) (316,145)
(19,019) (Surplus) or Deficit on Provision of Services 71,164
(Surplus) or Deficit on Revaluation of Non-Current
(32,260) Assets (41,074)
Impairment Losses on Non-Current Assets Charged to
(2) the Revaluation Reserve 197
(25,708) Remeasurement of the Net Defined Benefit Liability (449,181)
(57,970) Other Comprehensive Income and Expenditure (490,058)
(73,989) Total Comprehensive Income and Expenditure (418,894)
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Movement In Reserves Statement

This statement shows the movement in the year on the different reserves held by the Council, analysed into ‘usable reserves’ (i.e. those that can
be applied to fund expenditure or reduce local taxation) and other ‘unusable reserves’.

The Surplus or (Deficit) on the Provision of Services line shows the true economic cost of providing the Council’s services, more details of which
are shown in the Comprehensive Income and Expenditure Statement. This is different from the statutory amounts required to be charged to the
General Fund Balance and the Housing Revenue Account for council tax setting and dwellings rent setting purposes.

The Net Increase/(Decrease) before Transfers to Earmarked Reserves line shows the statutory General Fund Balance and Housing Revenue
Account Balance before any discretionary transfers to or from earmarked reserves undertaken by the council.

2022/23

[}
° » B % ) ) > 0
X I - o9 = o Q= n o - @ = o
8 ®§S_z T® 8 £25 _£7 gFwas5 S Bz 52
] Eq.:"cq’ﬁ‘”'cm w oo o%® o Eec2o0 i N o TLE QO
-_— _ cCwnw S S c= 3> 0 - Q. Q@ © O - 3 0 - =
© TS50 OVPsS® OO O C 0 O ® = C O o @ (=] 0O S O
om wowe Ol TEI = xo 00D L - X o <X
00 £000 £000 £000 £000 £000 £000 £000
Balance at 31 March 2022 11,522 89,638 101,160 11,592 6,918 47,082 166,752 118,342 285,094
Movement in reserves during 2022/23
Surplus or (deficit) on the provision of services (87,632) 0 (87,632 16,468 0 0 (71,164) 0 (71,164)
Other Comprehensive Income and Expenditure 0 0 0 0 0 0 0 490,058 490,058
Total Comprehensive Income and Expenditure (87,632) 0 (87,632) 16,468 0 0 (71,164) 490,058 418,894
Adjustments between accounting basis & funding basis under
regulations (Note 10) 46,112 0 46,112 (15,669) 482 5,313 36,238 (36,238) 0
Net Increase/(Decrease) before Transfers to Earmarked
Reserves (41,520) 0 (41,520) 799 482 5,313  (34,926) 453,820 418,894
Transfers to/(from) Earmarked Reserves (Note 11) 37,091 (37,059) 32 (32) 0 0 0 0 0
Increase/(Decrease) in 2022/23 (4,429) (37,059) (41,488) 767 482 5,313  (34,926) 453,820 418,894

Balance at 31 March 2023 52,579 59,672 52,395 131,826 572,161 703,988
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Movement In Reserves Statement

2021/22

Balance at 31 March 2021

Movement in reserves during 2021/22

Surplus or (deficit) on the provision of services
Other Comprehensive Income and Expenditure
Total Comprehensive Income and Expenditure

Adjustments between accounting basis & funding basis under
regulations (Note 10)

Net Increase/(Decrease) before Transfers to Earmarked
Reserves

Transfers to/(from) Earmarked Reserves (Note 11)
Increase/(Decrease) in 2021/22

Balance at 31 March 2022

I General Fund
Balance

(6,627)
4,059

(2,568)

& General Fund
© Reserves

™ » Earmarked
W=

(=2}

a

©

0
(4,021)

(4,021)

e
s
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=86vg £25 £
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°828 338 =&
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£000 £000 £000
107,749 11,341 5,950
(7,057) 23,076 0
0 0 0
(7,057) 23,076 0
430 (22,787) 968
(6,627) 289 968
38 (38) 0
(6,589) 251 968

 Capital Grants

S Unapplied
© Account

45,087

1,995

1,995

1,995

I Total Usable
S Reserves

170,127

16,019
0

16,019

(19,394)

(3,375)
0

(3,375)

I Unusable
Reserves

57,970

57,970

19,394

77,364

77,364

S Authority
© Reserves

m Total

N
-
-
-
o
(3]

16,019
57,970

73,989

73,989

73,989

89,638

23

101,160

47,082

166,752

118,342

285,094



Balance Sheet

The Balance Sheet shows the value as at the Balance Sheet date of the assets and liabilities
recognised by the Council. The net assets of the Council are matched by the reserves held by
the Council. Reserves are reported in two categories. The first category are usable reserves,
i.e. those reserves that the Council may use to provide services, subject to the need to maintain
a prudent level of reserves and any statutory limitations on their use. The second category is
those that the Council is not able to use to provide services. This category of reserves includes
reserves that hold unrealised gains and losses, where amounts would only become available
to provide services if the assets are sold; and reserves that hold timing differences shown in
the Movement in Reserves Statement line ‘Adjustments between accounting basis and funding
basis under regulations’.

2021/22 2022/23
£000 £000 £000
1,054,190 Property, Plant & Equipment (Note 15) 1,115,889
2,137  Heritage Assets 2,096
61,879 Investment Property (Note 16) 60,736
5,381 Intangible Assets 3,907
599  Assets Held for Sale 0
1,124,186 Total Non Current Assets 1,182,628
970 Long Term Investment (Note 20) 970
17,166 Long Term Debtors (Note 20) 16,074
1,142,322 Total Long Term Assets 1,199,672

Current Assets
Current Held for Sale Investment Properties (Note

570 16) 5,906
3,866  Assets Held for Sale 1,627
119,000  Short Term Investments (Note 20) 58,000
808 Inventories 786
82,430 Short Term Debtors (Notes 20, 22 & 23) 89,160
45302 Cash & Cash Equivalents (Notes 20 & 24) 27,584
251,976 Total Current Assets 183,063
1,394,298 Total Assets 1,382,735
Current Liabilities
(17,714)  Bank Overdraft (Notes 20 & 24) (21,640)
(1,858)  Short Term Borrowing (Note 20) (7,606)
(126,848)  Short Term Creditors (Notes 20 & 25) (100,676)
(3,660)  Provisions (Note 26) (3,763)
(6,030)  Grants Receipts in Advance - Revenue (Note 37) (8,217)
(18,645)  Grants Receipts in Advance - Capital (Note 37) (16,938)
(174,755) Total Current Liabilities (158,840)
1,219,543 Total Assets Less Current Liabilities 1,223,895
Long Term Liabilities
(625) Long Term Creditors (Note 20) (614)
(291,568) Long Term Borrowing (Note 20) (286,998)
(100,838)  Other Long Term Liabilities (Note 18) (97,459)
(536,529) Pensions Liability (Note 40) (126,359)
(4,889)  Provisions (Note 26) (8,477)
(934,449) Total Long Term Liabilities (519,907)
285,094 Net Assets 703,988
Financed by:
166,752 Usable Reserves (Note 27) 131,826
118,342 Unusable Reserves (Note 28) 572,162
285,094 Total Reserves 703,988
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Cash Flow Statement

The Cash Flow Statement shows the changes in cash and cash equivalents of the Council
during the reporting period. The statement shows how the Council generates and uses
cash and cash equivalents by classifying cash flows as operating, investing and financing
activities. The amount of net cash flows arising from operating activities is a key indicator
of the extent to which the operations of the Council are funded by way of taxation and
grant income or from the recipients of services provided by the Council. Investing
activities represent the extent to which cash outflows have been made for resources
which are intended to contribute to the Council’s future service delivery. Cash flows
arising from financing activities are useful in predicting claims on future cash flows by
providers of capital to the Council.

2021/22 Revenue Activities 2022/23
£000 £000 £000
(16,019) Net (surplus) or deficit on the provision of services 71,164
Adjust net surplus or deficit on the provision of services for non cash
(56,995) movements (64,296)
Adjust for items in the net surplus or deficit on the provision of services
72,403 that are investing and financing activities 62,703
(611) Net cash flows from Operating Activities (Note 29) 69,571
31,184 Investing Activities (Note 30) (39,580)
5,374 Financing Activities (Note 31) (8,347)
35,947 Net (increase) or decrease in cash and cash equivalents 21,644
63,535 Cash and cash equivalents at the beginning of the reporting period 27,588

Cash and cash equivalents at the end of the reporting period
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Notes to the Core Financial Statements

1. Accounting Policies

1.1 General

The Statement of Accounts summarises the Council’s transactions for the 2022/23
financial year and its position at the year end of 31 March 2023. The Council is required
to prepare an annual Statement of Accounts by the Accounts and Audit (England)
Regulations 2015, which require them to be prepared in accordance with proper
accounting practices. These practices under Section 21 of the Local Government Act
2003 Act primarily comprise the Code of Practice on Local Authority Accounting in the
United Kingdom 2022/23 supported by International Financial Reporting Standards
(IFRS).

The accounting convention adopted by the Statement of Accounts is principally historical
cost, modified by the revaluation of certain categories of non-current assets and financial
instruments.

The accounts have been prepared on the assumption that the Council will continue to
operate for the foreseeable future. This assumption is made because the Council carries
out functions essential to the local community and are themselves revenue-raising
bodies. If the Council were in financial difficulty alternative arrangements might be made
by central government either for the continuation of the services it provides or for
assistance with the recovery of a deficit over more than one financial year.

1.2 Accruals of Expenditure and Income

Revenue transactions are recorded on an accruals basis in accordance with proper
accounting practices. In particular:

e Revenue from contracts with service recipients, whether for services or the
provision of goods is recognised when (or as) the goods or services are
transferred to the service recipient in accordance with the performance obligations
in the contract.

e Supplies are recorded as expenditure when they are consumed — where there is a
gap between the date supplies are received and their consumption, they are
carried as inventories on the Balance Sheet.

e Expenses in relation to services received are recorded as expenditure when the
services are received rather than when payments are made.

e Interest receivable on investments and payable on borrowings is accounted for
respectively as income and expenditure on the basis of the effective interest rate
for the relevant financial instrument rather than the cash flows fixed or determined
by the contract.

¢ Where revenue and expenditure have been recognised but cash has not been
received or paid, a debtor or creditor for the relevant amount is recorded in the
Balance Sheet. Where debts may not be settled, the balance of debtors is written
down and a charge made to revenue for the income that might not be collected.

1.3. Cash and Cash Equivalents

Cash is defined for the purpose of this statement, as cash in hand and deposits with
financial institutions repayable on demand without penalty on notice. Cash equivalents
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are short term, highly liquid investments, normally with a maturity of 90 days or less from
the date of investment, that are readily convertible to known amounts of cash.

In the 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.

1.4. 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 or to
correct a material error. Changes in accounting estimates are accounted for
prospectively, i.e. in the current and future years affected by the change do not give rise
to a prior period adjustment.

Changes in accounting policies are only made when required by proper accounting
practices or the change provides more reliable or relevant information about the effect of
transactions, other events and conditions on the Council’s financial position or financial
performance. Where a change is made, it is applied retrospectively by adjusting opening
balances and comparative amounts for the prior period as if the new policy had always
been applied.

Material errors discovered in prior period figures are corrected retrospectively by
amending opening balances and comparative amounts for the prior period.

1.5. Non-Current Assets - Intangible

An intangible asset is an identifiable non-monetary asset without physical substance. It
must be controlled by the Council as a result of past events, and future economic or
service benefits must be expected to flow from the intangible asset to the Council (e.g.
computer software licences).

Intangible assets are recognised based on cost and are amortised over the economic life
of the intangible asset to reflect the pattern of consumption of benefits. Only intangible
assets included in the capital programme are capitalised. Each intangible asset is
assessed in terms of economic life, usually between five and seven years.

1.6. Non-Current Assets — Property, Plant and Equipment

Property, plant and equipment are assets that have physical substance and are held for
use in the production or supply of goods or services, for rental to others, or for
administrative purposes and that are expected to be used during more than one financial
year.

Recognition
The cost of an item of property, plant and equipment shall only be recognised (and hence

capitalised) as an asset on the balance sheet if, and only if:

. It is probable that the future economic benefits or service potential associated with
the item will flow to the entity, and
. The cost of the item can be measured reliably.
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Costs that meet the recognition principle include initial costs of acquisition, production or
construction of assets for use by, or disposal to, a person other than the local authority;
and costs incurred subsequently to enhance, replace part of, or service the asset.
Subsequent costs arising from day-to-day servicing of an asset (i.e. labour costs and
consumables), commonly referred to as ‘repairs and maintenance’, should not be
capitalised if they do not meet the recognition principle because the expenditure does not
add to the future economic benefits or service potential of the asset and are charged to
revenue.

Initial Measurement

An item of property, plant and equipment that qualifies for recognition as an asset is
measured at its cost and capitalised on an accruals basis. Accruals are made for capital
works with a value of £75,000 or more undertaken but not paid for by the end of the
financial year.

Measurement after recognition

Property, plant and equipment assets are subsequently valued at current value on the
basis recommended by the Code of Practice on Local Authority Accounting and in
accordance with The Royal Institution of Chartered Surveyors (RICS) Valuation
Standards. Property, plant and equipment assets are classified into the groupings
required by the Code of Practice on Local Authority Accounting and valued on the
following bases:

Operational
Council Dwellings Existing Use Value — Social Housing (EUV-SH)
Land & Buildings Existing Use Value (EUV) — determined as the amount that would be

paid for the asset in its existing use.

Depreciated Replacement Cost (DRC) — for specialist properties
where there is no market-based evidence of current value because of
the specialist nature of the asset and the asset is rarely sold.

Vehicles, Plant & Equipment  Depreciated Historic Cost (HC) - as a proxy for current value where
they are of short life or low value.

Infrastructure Depreciated Historic Cost (HC)

Community Assets Depreciated Historic Cost (HC)

Non-operational

Surplus Assets Market Value (MV) fair value measurement estimated at highest and

best use from a market participant’s perspective.
Assets Under Construction Historic Cost (HC)

Land and buildings used for Council services are valued at fair value based on their
existing use. Fair value is defined as the value that an asset would be purchased for by
a willing buyer. Where sufficient market evidence of the value is not available, for example
schools and leisure centres, depreciated replacement cost, using the modern equivalent
asset method is used for valuation purposes. This is an estimate of how much it would
cost to build the asset using the latest building methods which therefore takes into
account the current cost of building materials. This value is then adjusted to take into
account the age of the building.
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Assets included in the Balance Sheet at current value are subject to a full revaluation with
sufficient regularity to ensure that their carrying amount is not materially different from
their current value at the year-end, but as a minimum every five years. In the intervening
years the valuations are subject to an annual desktop review to update the valuation to
the balance sheet date. Where the valuation is calculated to be below £10,000 the
valuation is recorded as de-minimus in the balance sheet.

When new material assets are acquired/constructed or assets substantially enhanced or
there is a change in use of the asset; the asset will be valued in the financial year in which
the asset becomes operational. Where there is a change in use of the asset, the impact
of this will be considered to determine if a revaluation is required.

The Housing Revenue Account Council Dwellings are subject a full valuation every five
years and to an annual desktop review to update the valuation to the balance sheet date;
undertaken by the Valuation Office Agency.

When an asset is revalued, any accumulated depreciation and impairment at the date of
valuation shall be eliminated against the gross carrying amount of the asset and the net
amount restated to the revalued amount of the asset. Where the carrying amount of
property, plant and equipment is increased as a result of a revaluation, the increase shall
be recognised in the Revaluation Reserve, unless the increase is reversing a previous
impairment loss charged to Surplus or Deficit on the Provision of Services on the same
asset or reversing a previous revaluation decrease charged to Surplus or Deficit on the
Provision of Services on the same asset.

Where the carrying amount of an item of property, plant and equipment is decreased as
a result of a revaluation, i.e. a significant decline in an asset’s carrying amount during the
period that is not specific to the asset (as opposed to an impairment, see 1.10), the
decrease shall be recognised in the Revaluation Reserve up to the credit balance existing
in respect of the asset (i.e. up to its historical cost) and thereafter in the Surplus or Deficit
on the Provision of Services.

Componentisation

Where components of an asset are significant in value in relation to the total value of the
asset and they have substantially different economic lives, they are recognised and
depreciated separately. The requirement for componentisation for depreciation purposes
is applicable to enhancement and acquisition expenditure and revaluations carried out
from 1 April 2010. Significant assets for this purpose are properties with a value in excess
of £2.5m.

Derecognition
The carrying amount of an item of property, plant and equipment shall be derecognised:
= On disposal, or
=  When no future economic benefits or service potential are expected from its use
or disposal.

The gain or loss arising from derecognition of an asset shall be the difference between
the net disposal proceeds, if any, and the carrying amount of the asset. The gain or loss
arising from derecognition of an asset shall be included in the Surplus or Deficit on the
Provision of Services when the item is derecognised.
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If the asset derecognised was carried at a revalued amount, an additional entry is
required; the balance on the Revaluation Reserve in respect of the asset derecognised
is written off to the Capital Adjustment Account and reported in the Movement in Reserves
Statement.

A proportion (based on Agreement — Section 11(6) of the Local Government Act 2003) of
receipts relating to dwellings disposed of under the Right to Buy Scheme are payable to
the Government through the pooling system. The proportion that is required to be paid
over to central government as a ‘housing pooled capital receipt’ is charged to Surplus or
Deficit on the Provision of Services and the same amount appropriated from the Capital
Receipts Reserve and credited to the General Fund Balance in the Movement in
Reserves Statement.

Where a component of an asset is replaced or restored, the carrying amount of the old
component is derecognised, based on the cost of the new component indexed back to
the last valuation date, as a proxy for the deemed carrying amount of the replaced part.
Where the new expenditure is deemed to also enhance the component of the original
asset e.g. energy efficiency schemes the carrying amount of the old component is
derecognised at a lower value, reflecting it is not a like for like replacement and a further
enhancement has been made to the asset.

1.7. Non-Current Assets — Property, Plant and Equipment — Highways
Network Infrastructure Assets

Highways network infrastructure assets include carriageways, footways and cycle tracks,
structures (e.g. bridges), street lighting, street furniture (e.g. illuminated traffic signals,
bollards), traffic management systems and land which together form a single integrated
network.

Recognition
Expenditure on the acquisition or replacement of components of the network is capitalised

on an accrual basis, provided that it is probable that the future economic benefits
associated with the item will flow to the Authority and the cost of the item can be measured
reliably.

Measurement
Highways network infrastructure assets are generally measured at depreciated historical
cost. However, this is a modified form of historical cost - opening balances for highways
infrastructure assets were originally recorded in balance sheets at amounts of capital
undischarged for sums borrowed as at 1 April 1994 which was deemed at that time to be
historical cost.

Where impairment losses are identified, they are accounted for by the carrying amount of
the asset being written down to the recoverable amount.

In accordance with the temporary relief offered by the Update to the Code on
infrastructure assets the accounts do not disclosure the gross cost and accumulated
depreciation for infrastructure assets because historical reporting practices and resultant
information deficits mean that this would not faithfully represent the asset position to the
users of the financial statements.
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Depreciation
Depreciation is provided on the parts of the highways network infrastructure assets that

are subject to deterioration or depletion and by the systematic allocation of their
depreciable amounts over the useful lives of the capital expenditure incurred based on
the type of works. Depreciation is charged on a straight-line basis.

Annual depreciation is the depreciation amount allocated each year from year of
acquisition.

Useful lives of the various types of works on the highways network are assessed by the
Asset Manager in Highways using industry standards where applicable as follows:

Part of Highways Network Life
Carriageways 5 - 20 years (dependant on works)
Footways & Cycle Tracks 20 years
Fences, Walls & Barriers 10 years
Traffic Signals and Pedestrian crossings 15 years
Streetlighting 20 years - Conversions
40 years - New
Bridgeguard, Drainage Structures, Structures | 40 - 100 years (dependant on works)
New bridges and structures 100 years

Disposals and derecognition

When a component of the Network is disposed of or decommissioned, the carrying
amount of the component in the Balance Sheet is written off to the Other Operating
Expenditure line in the Comprehensive Income and Expenditure Statement as part of the
gain or loss on disposal. Receipts from disposals (if any) are credited to the same line in
the Comprehensive Income and Expenditure Statement, also as part of the gain or loss
on disposal (i.e. netted off against the carrying value of the asset at the time of disposal).

The written-off amounts of disposals is not a charge against council tax, as the cost of
non-current assets is fully provided for under separate arrangements for capital financing.
Amounts are transferred to the Capital Adjustment Account from the General Fund
Balance in the Movement in Reserves Statement.

The authority has determined in accordance with Regulation [30M England] of the Local
Authorities (Capital Finance and Accounting) (England) (Amendment) Regulations 2022
that the carrying amounts to be derecognised for infrastructure assets when there is
replacement expenditure is nil. This is because parts of infrastructure assets are rarely
replaced before the part has been fully consumed.

1.8. Investment Properties
An investment property is a property held solely to earn rentals or for capital appreciation

or both, rather than for use in the production or supply of goods or services or for
administrative purposes, or sale in the ordinary course of operations.
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Investment properties shall be initially measured at cost and thereafter at fair value, which
is interpreted as the amount that would be paid for the asset in its highest and best use,
i.e. market value (MV).

Investment properties held at fair value are not depreciated. The fair value of investment
properties shall reflect market conditions at the Balance Sheet date; this means the
periodic (5-yearly) revaluation approach may only be used where the carrying amount
does not differ materially from that which would be determined using fair value at Balance
Sheet date. As such Investment Properties are subject to an annual review to ensure their
valuation reflects fair value at the balance sheet date. Gains and losses on revaluation
are posted to the Financing and Investment Income and Expenditure line in the
Comprehensive Income and Expenditure Statement. The same treatment is applied to
gains and losses on disposal.

1.9. Non-Current Assets Held for Sale

A non-current asset is classified as held for sale if its carrying amount will be recovered
principally through a sale transaction rather than through continued use. The following
criteria have to be met before an asset can be classified as held for sale under this section
of the Code:
= The asset must be available for immediate sale in its present condition.
= The sale must be highly probable; with an active programme to dispose of the
asset.
= The asset must be actively marketed for sale at a price that is reasonable in relation
to its current fair value.
= The sale should be expected to complete within one year of the date of
classification.

Assets Held for Sale are valued at the lower of their carrying amount and fair value
(market value) less costs to sell at initial reclassification and at the end of each reporting
date, and are not subject to depreciation. Investment Properties that are to be disposed
of are not reclassified as an Asset Held for Sale and remain as Investment Properties
until disposed of, reclassified to short terms investment properties where they are
expected to be disposed of within a year of the balance sheet date.

1.10. Impairment

At the end of each reporting period an assessment takes place as to whether there is any
indication that an asset may be impaired. Examples of events and changes in
circumstances that indicate an impairment may have incurred include:
= A significant decline (i.e. more than expected as a result of the passage of time or
normal use) in an asset’s carrying amount during the period, that is specific to the
asset;
= Evidence of obsolescence or physical damage of an asset;
= A commitment by the Council to undertake a significant reorganisation; or
= A significant adverse change in the statutory or other regulatory environment in
which the Council operates.
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An impairment loss on a revalued asset is recognised in the Revaluation Reserve (to the
extent that the impairment does not exceed the amount in the Revaluation Reserve for
the same asset) and thereafter in the Surplus or Deficit on the Provision of Services.

Where an impairment loss is reversed subsequently, the reversal is credited to the
relevant service line(s) in the Comprehensive Income and Expenditure Statement, up to
the amount of the original loss, adjusted for depreciation that would have been charged
if the loss had not been recognised.

1.11. Depreciation

Land and buildings are separate assets and are accounted for separately, even when
they are acquired together. Depreciation applies to all property, plant and equipment,
whether held at historical cost or revalued amount, with the exception of:
= |nvestment properties carried at fair value;
= Assets Held for Sale; and
= Land where it can be demonstrated that the asset has an unlimited useful life
(excluding land subject to depletion, i.e. quarries and landfill sites).

An asset is not depreciated until it is available for use and depreciation ceases at the
earlier of: the date the asset is classified as held for sale and the date the asset is
derecognised.

The finite useful life of an asset is determined at the time of acquisition or revaluation.
Each part of an item of property, plant and equipment with a cost that is significant in
relation to the total cost of the item is depreciated separately. Depreciation is calculated
using the straight-line method. For Council Dwellings the depreciation charge is
calculated on a componentised depreciation basis, using the Planned Programme
Approach. The depreciation charge is calculated based on the stock data at 1st April,
using the stock data of the major components at that date, from the housing condition
data. The components are depreciated on a straightline basis over their useful life (10-80
years) for Decent Homes Standard; with the residual amount (excluding land) depreciated
over 150 years.

On a revalued asset, a transfer between the Revaluation Reserve and Capital Adjustment
Account shall be carried out which represents the difference between depreciation based
on the revalued carrying amount of the asset and the depreciation based on the asset’s
historical cost.

1.12. Charges to Revenue for Non-Current Assets

Service revenue accounts, support services and trading accounts are debited with the
following amounts to record the real cost of holding non-current assets during the year:

= Depreciation attributable to the assets used by the relevant service.

= Revaluation and Impairment losses used on assets used by the service in excess
of any balance on the Revaluation Reserve for the asset.

= Amortisation of intangible assets attributable to the service.

Depreciation, amortisation, impairments, revaluation gains or losses charged to the
Surplus or Deficit on the Provision of Services are not proper charges to the General Fund
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or Housing Revenue Account. Such amounts are transferred to the Capital Adjustment
Account and reported in the Movement in Reserves Statement. The only exception is
depreciation charges for HRA dwellings and other properties, which are real charges to
the HRA.

This ensures the Council is not required to raise Council Tax to cover depreciation,
amortisation or revaluation/impairment losses. However, it is required to make an annual
provision from revenue to contribute towards the reduction in its overall borrowing
requirement; further details are provided at Accounting Policy 1.16 (The Redemption of
Debt). Depreciation, amortisation and revaluation/impairment losses are therefore
replaced by revenue provision transferred from the Capital Adjustment Account and
reported in the Movement in Reserves Statement.

Interest payable is reported within Net Operating cost within the Income and Expenditure
Account and depreciation, calculated in accordance with Accounting Policy 1.11
(Depreciation), is charged directly to service revenue accounts.

Amounts set aside from revenue for the repayment of external loans, to finance capital
expenditure or as transfers to other earmarked reserves are disclosed separately on the
Movement in Reserves Statement.

1.13. Revenue Expenditure Funded from Capital under Statute

Legislation allows some expenditure to be classified as capital for funding purposes when
it does not result in the expenditure being carried on the Balance Sheet as a non-current
asset. The purpose of this is to enable it to be funded from capital resources rather than
be charged to the General Fund and impact on that year’s council tax. These items are
generally grants and expenditure on property not owned by the Council, and amounts
directed under section 16(2) of Part 1 of the Local Government Act 2003.

Such expenditure is charged to the Surplus or Deficit on the Provision of Services in
accordance with the general provisions of the Code. Any statutory provision that allows
capital resources to meet the expenditure shall be accounted for by debiting the Capital
Adjustment Account and crediting the General Fund Balance and shown as a reconciling
item in the Movement in Reserves Statement.

1.14. Heritage Assets

Tangible Heritage Assets are tangible assets with historical, artistic, scientific,
technological, geophysical or environmental qualities that are held and maintained by the
Council principally for their contribution to knowledge and culture. Intangible heritage
assets are intangible assets with cultural, environmental, or historical significance.

Heritage Assets are recognised and measured (including the treatment of revaluation
gains and losses) in accordance with the Councils accounting policies on property, plant
and equipment. However, due to the unique nature of Heritage Assets, some of the
measurement rules are relaxed in relation to the categories of Heritage Assets held.

1.15. Capital Receipts
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Capital receipts from the disposal of assets are held in the Usable Capital Receipts
Reserve until such time as they are used to finance capital expenditure, used to finance
expenditure under the flexibilities around the use of Capital Receipts for transformational
revenue purposes currently extended to 2024/25 or are used to repay debt. At the balance
sheet date, the Council may opt to set aside capital receipts in-hand within the Capital
Adjustment Account to reduce the Capital Financing Requirement and the Minimum
Revenue Provision (MRP) charge for the following financial year.

1.16. The Redemption of Debt

The Council makes provision for the repayment of debt in accordance with the statutory
“‘Minimum Revenue Provision” (MRP) requirements. For supported borrowing MRP is
calculated based on a 45 year annuity basis and utilises Adjustment A (the variance
between the credit ceiling and the Capital Financing Requirement (CFR) as at 15t April
2004) to reduce the supported borrowing CFR for MRP purposes. For unsupported
borrowing MRP is calculated based on an annuity basis over the expected life of the asset
for which the borrowing was undertaken. These amounts are transferred from the Capital
Adjustment Account and reported in the Movement in Reserves Statement.

For HRA debt there is no mandatory requirement to make provision in the HRA for annual
MRP payments. However, the Council will make annual voluntary provision for debt
repayment in the HRA based on affordable levels in the HRA against the need for
investment and delivering services in the HRA.

For assets under on-balance sheet PFI contracts and finance leases, the annual principal
payment amount in the PFI or finance lease model is used as the MRP payment amount,
with no additional charges above those within the contract.

Where the Council has made capital loans to third parties financed from the Council’s
balances, the annual repayments of principal amounts are treated as capital receipts and
set aside in the Capital Adjustment Account in place of a revenue MRP charge.

1.17. Leases

Leases are classified as finance leases when substantially all the risks and rewards of
ownership are transferred to the lessee. All other leases are classified as operating
leases.

Whether a lease is a finance lease or an operating lease depends on the substance of

the transaction rather than the form of the contract. Examples of situations that

individually or in combination would normally lead to a lease being classified as a finance

lease are:

1) the lease transfers ownership of the asset to the lessee by the end of the lease term;

2) the lessee has the option to purchase the asset at a price that is expected to be
sufficiently lower than the fair value so as to make it reasonably certain the option will
be exercised;

3) the lease term is for the major part of the economic life of the asset;
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4) the present value of the minimum lease payments amounts to at least substantially all
of the fair value of the leased asset; and

5) the leased assets are of such a specialised nature that only the lessee can use them
without major modifications.

Should a yes response be given to two or more of the above questions, then consideration
is given to treating the lease as a finance lease.

The Council as Lessee

Property, plant and equipment held under finance leases are initially recognised, at the
inception of the lease, at fair value or, if lower, at the present value of the minimum lease
payments, with a matching liability for the lease obligation to the lessor. Lease payments
are apportioned between finance charges and reduction of the lease obligation so as to
achieve a constant rate of interest on the remaining balance of the liability. Finance
charges are recognised in calculating the Council’s Revenue Account balance.

Operating lease payments are recognised as an expense on a straight-line basis over the
lease term. Lease incentives are recognised initially as a liability and subsequently as a
reduction of rentals on a straight-line basis over the lease term.

Contingent rentals are recognised as an expense in the period in which they are incurred.
Where a lease is for land and buildings, the land and building components are separated.
Leased land and buildings are assessed as to whether they are operating or finance
leases.

The Council as Lessor

Amounts due from lessees under finance leases are recorded as receivables at the
amount of the Council’s net investment in the leases. Finance lease income is allocated
to accounting periods so as to reflect a constant periodic rate of return on the council’s
net investment outstanding in respect of the leases.

Rental income from operating leases is recognised on a straight-line basis over the term
of the lease. Initial direct costs incurred in negotiating and arranging an operating lease

are added to the carrying amount of the leased asset and recognised on a straight-line
basis over the lease term.

1.18. Government Grants and Contributions

Revenue Grants

Whether paid on account, by instalments or in arrears, government grants and third party
contributions and donations are recognised as income at the date that the Council
satisfies the conditions of entittlement to the grant/contribution and there is reasonable
assurance that the monies will be received. If there are outstanding conditions on the
grant income the income is held on the Balance Sheet as a Government creditor.
Revenue grants are matched in service revenue accounts with the service expenditure to
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which they relate. Grants to cover general expenditure (e.g. Revenue Support Grant and
New Homes Bonus) are credited to the foot of the Comprehensive Income and
Expenditure Statement after Net Operating Expenditure.

Capital Grants

Grants and contributions relating to capital expenditure shall be accounted for on an
accruals basis, and recognised immediately in the Comprehensive Income and
Expenditure Statement as income, except to the extent that the grant or contribution has
a condition(s) (as opposed to restrictions) that the Council has not satisfied.

Where a capital grant or contribution (or part thereof) has been recognised as income in
the Comprehensive Income and Expenditure Statement, and the expenditure to be
financed from that grant or contribution has been incurred at the Balance Sheet date, the
grant or contribution shall be transferred from the General Fund (or Housing Revenue
Account) to the Capital Adjustment Account, reflecting the application of capital resources
to finance expenditure. This transfer shall be reported in the Movement in Reserves
Statement. Where the grant has yet to be used to finance capital expenditure it is posted
to the capital grants unapplied reserve.

Community Infrastructure Levy

The Council has elected to charge Community Infrastructure Levy (CIL) with effect from
1 January 2012. The levy applies to planning applications for the following types of
development:

e The formation of one or more new dwellings, (including holiday lets), either through
conversion or new build, regardless of size (unless it is ‘affordable housing’); or

« The establishment of new residential floor space (including extensions and
replacements) of 100sgm or above.

The Council charges for and collects the levy, which is a planning charge. The income
from the levy will be used to fund infrastructure projects. This will largely be capital
expenditure and includes roads and other transport schemes, flood defences, schools
and other education facilities, medical facilities, sporting and recreation facilities and open
spaces. Five percent of CIL charges will be used to meet the administrative costs of
operating the levy.

CIL is received without outstanding conditions; it is therefore recognised in the
Comprehensive Income and Expenditure Statement in accordance with the Council CIL
instalment policy, following commencement date of the chargeable development in
accordance with the accounting policy for government grants and contributions set out
above.

The only exception for this is CIL monies received on developments where the CIL
Liability Notice has been issued after 25th April 2013. On these receipts 15% of gross
receipt or 25% in areas with a statutory Neighbourhood Plan in place; is treated as the
Neighbourhood Fund element. The Neighbourhood Fund is the portion of CIL provided
directly to Town and Parish Councils to be used for the provision, improvement,
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replacement, operation or maintenance of infrastructure or anything else which is
concerned with addressing the demands that development places on an area.

1.19. Financial Assets

Financial assets are classified based on a classification and measurement approach that
reflects the business model for holding the financial assets and their cash flow
characteristics. There are three main classes of financial assets measured at:

. amortised cost
. fair value through profit or loss (FVPL), and
. fair value through other comprehensive income (FVOCI)

The Council’s business model is to hold investments to collect contractual cash flows i.e.
payments of interest and principal. Most of the Council’s financial assets are therefore
classified as amortised cost, except for those whose contractual payments are not solely
payment of principal and interest i.e. where the cash flows do not take the form of a basic
debt instrument.

Financial Assets Measured at amortised cost

Financial assets measured at amortised cost are recognised on the Balance Sheet when
the authority becomes a party to the contractual provision of a financial instrument. They
are initially measured at fair value and carried at their amortised cost. Annual credits to
the Comprehensive Income and Expenditure Statement for interest receivable are based
on the carrying amount of the asset multiplied by the effective rate of interest for the
instrument. For most of the financial assets held by the Council,, this means that the
amount presented in the Balance Sheet is the outstanding principal receivable, adjusted
for accrued interest receivable at the year end. Interest credited to the Comprehensive
Income and Expenditure Statement is the amount receivable for the year in the loan
agreement.

However, the Council has made a number of loans to individuals at less than market rates
(soft loans). Ordinarily when soft loans are made, a loss is recorded in the
Comprehensive Income and Expenditure Statement for the present value of the interest
that will be foregone over the life of the instrument, resulting in a lower amortised cost
than the outstanding principal. Interest would then be credited at a marginally higher
effective rate of interest than the rate receivable from the individual, with the difference
serving to increase the amortised cost of the loan in the Balance Sheet. Statutory
provisions require that the impact of soft loans on the General Fund Balance is the interest
receivable for the financial year — the reconciliation of amounts debited and credited to
the Comprehensive Income and Expenditure Statement to the net gain required against
the General Fund Balance would be managed by a transfer to or from the Financial
Instruments Adjustment Account in the Movement in Reserves Statement. However, the
soft loans that the Council has made are not material to the accounts so the impact has
not been incorporated into the Core Financial Statements, instead Note 20 to the Core
Financial Statements provides details about these soft loans.

Financial Assets Measured at Fair Value through Profit of Loss

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
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are initially measured and carried at fair value. Fair value gains and losses are recognised
as they arrive in the Surplus or Deficit on the Provision of Services.

The fair value measurements of the financial assets are based on the following
techniques:
- instruments with quoted market prices — the market price

- other instruments with fixed and determinable payments — discounted cash flow
analysis.

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

Level 1 inputs — quoted prices (unadjusted) in active markets for identical assets that the
authority can access at the measurement date.

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

Level 3 inputs — 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 Comprehensive
Income and Expenditure Statement.

Expected Credit Loss Model

The Council recognises expected credit losses on all of its financial assets held at
amortised cost (or where relevant FVOCI), either on a 12-month or lifetime basis. The
expected credit loss model also applies to lease receivables and contract assets. Only
lifetime losses are recognised for trade receivables (debtors) held by the Council.

Impairment losses are calculated to reflect the expectation that the future cash flows
might not take place because the borrower could default on their obligations. Credit risk
plays a crucial part in assessing losses. Where risk has increased significantly since an
instrument was initially recognised, losses are assessed on a lifetime basis. Where risk
has not increased significantly or remains low, losses are assessed on the basis of 12-
month expected losses.

1.20. Financial Liabilities

Financial liabilities are initially measured at fair value and carried at their amortised cost.
Annual charges to the Comprehensive Income and Expenditure Statement for interest
payable are based on the carrying amount of the liability, multiplied by the effective rate
of interest for the instrument. For the borrowings that the Council has, this means the
amount presented in the Balance Sheet is the outstanding principal repayable, adjusted
for accrued interest payable at the year end. Interest charged to the Comprehensive
Income and Expenditure Statement is the amount payable for the year in the loan
agreement.

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

1.21. Reserves

The Council sets aside specific amounts as reserves for future policy purposes or to cover
contingencies. Reserves are created by appropriating amounts out of the General Fund
Balance in the Movement in Reserves Statement. When expenditure to be financed from
a reserve is incurred, it is charged to the appropriate service in that year. The reserve is
then appropriated back into the Movement in Reserves Statement so that there is no net
charge against council tax for the expenditure.

1.22. Provisions, Contingent Liabilities and Contingent Assets

Provisions

Provisions are made where an event has taken place that gives the Council a legal or
constructive obligation that probably requires settlement by the transfer of economic
benefits, and a reliable estimate can be made of the amount of the obligation.

Provisions are charged as an expense to the appropriate service line in the
Comprehensive Income and Expenditure Statement in the year that the Council becomes
aware of the obligation, and are measured at the best estimate at the balance sheet date
of the expenditure required to settle the obligation.

When payments are eventually made, they are charged to the provision carried in the
Balance Sheet. Estimated settlements are reviewed at the end of each financial year.
Where it becomes apparent that a transfer of economic benefits is not required, the
provision is reversed and credited back to the relevant service.

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 by the occurrence or otherwise
of uncertain future events not wholly within the control of the council. Contingent liabilities
also arise in circumstances where a provision would otherwise be made but either it is
not probable that an outflow of resources will be required or the amount of the obligation
cannot be measured reliably.

Contingent liabilities are not recognised in the Balance Sheet but any material liabilities
will be disclosed in a separate note to the accounts.

Contingent Assets

A contingent asset arises where an event has taken place that gives the Council a
possible asset whose existence will only be confirmed by the occurrence or otherwise of
uncertain future events not wholly within the control of the council.
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Contingent assets are not recognised in the Balance Sheet but disclosed in a note to the
accounts if it is probable that there will be an inflow of economic benefits or service
potential and the sum is material to the accounts.

1.23. Inventories
Inventories and stock are valued at the lower of cost price or net realisable value.
1.24. Overheads and Support Services

The costs of overheads and support services are charged to those that benefit from the
supply or service in accordance with the costing principles of the CIPFA Service
Reporting Code of Practice 2022/23. The total absorption costing principle is used - the
full cost of overheads and support services are shared between users in proportion to the
benefits received, with the exception of:
e Corporate and Democratic Core — costs relating to the Council’s status as a multi-
functional, democratic organisation.
e Non Distributed Costs — the cost of discretionary benefits awarded to employees
retiring early and any depreciation and impairment losses chargeable on non-
operational properties.

1.25. Group Accounts

The Council has financial relationships with a number of entities and partnerships and,
therefore, is required to prepare Group Accounts, in addition to its main financial
statements. All of the financial relationships within the scope of Group Accounts have
been assessed.

The Council has accounted for Group Accounts in accordance with IFRS 3 - Business
Combination, IFRS10 - Consolidated Financial Statements, IFRS 11 - Joint
Arrangements, IFRS12 — Disclosure of Interest in Other Entities, IAS 27 - Separate
Financial Statements, IAS28 - Investments in Associates and Joint Ventures except
where interpretations or adaptations to fit the public sector have been detailed in the Code
of Practice on Local Authority Accounting. Subsidiaries have been consolidated within
the Council’'s accounts on a line by line by line basis and joint ventures have been
consolidated using the equity method. Accounting policies have been aligned between
the Council and the companies consolidated in the Group. Intragroup transactions
relating to Subsidiaries are eliminated on consolidation.

1.26. Value Added Tax (VAT)

Only irrecoverable VAT is included in revenue and capital expenditure. All VAT receivable
is excluded from income.

1.27. Employee Benefits

The Council accounts for employee benefits in accordance with the requirements of IAS
19 — Employee Benefits. This covers short-term employee benefits such as salaries,
annual leave and flexi leave, termination benefits and post-employment benefits such as
pension costs.
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In accounting for annual leave the Council has categorised the staff into teachers and
other staff. Teaching staff have been accounted for on the basis that working during term
time entitles them to paid leave during the holidays e.g. working the Spring Term entitles
them to paid Easter holidays. An accrual has been calculated based on the untaken
holiday entitlement relating to the Spring Term. An accrual has been calculated for other
staff based on the amount of untaken leave as at 31 March.

Termination benefits are amounts payable as a result of a decision by the Council to
terminate an officer's employment before the normal retirement date or an officer’s
decision to accept voluntary redundancy in exchange for those benefits. The cost of these
are charged on an accruals basis to the appropriate service line in the Comprehensive
Income and Expenditure statement.

Employees of the Council are members of three separate pension schemes:
e The Teachers’ Pension Scheme, administered by Capita Teachers’ Pensions on
behalf of the Department for Education (DfE);
e The NHS Pensions Scheme, administered by NHS Pensions;
e The Local Government Pensions Scheme, administered by Shropshire Council.

All schemes provide defined benefits to members (retirement lump sums and pensions),
earned as employees work for the Council. However, the arrangements for the Teachers’
scheme and the NHS scheme mean that liabilities for these benefits cannot ordinarily be
identified specifically to the Council. The schemes are therefore accounted for as if they
were defined contribution schemes and no liability for future payments of benefits is
recognised in the Balance Sheet. The relevant service lines in the Comprehensive
Income and Expenditure Statement are charged with the employer's contributions
payable to the two schemes in the year.

The Local Government Scheme is accounted for as a defined benefits scheme:

e The liabilities of the Shropshire County Pension Fund attributable to the Council are
included in the Balance Sheet on an actuarial basis using the projected unit method
— i.e. an assessment of the future payments that will be made in relation to
retirement benefits earned to date by employees, based on assumptions about
mortality rates, employee turnover rates, etc. and projections of projected earnings
for current employees.

e Liabilities are discounted to their value at current prices, using a discount rate of
4.8% (based on the indicative rate of return on high quality corporate bonds of
appropriate duration)

e The assets of the Shropshire County Pension Fund attributable to the Council are
included in the Balance Sheet at their fair value:

» quoted securities — current bid price

» unquoted securities — professional estimate
» unitised securities — current bid price

» property — market value.

The change in the net pensions liability is analysed into the following components:

e Service cost comprising:
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» current service cost — the increase in liabilities as a result of years of service
earned this year — allocated in the Comprehensive Income and Expenditure
Statement to the services for which the employees worked

» past service cost — the increase in liabilities as a result of a scheme
amendment or curtailment whose effect relates to years of service earned in
earlier years — debited to the Surplus or Deficit on the Provision of Services
in the Comprehensive Income and Expenditure Statement as part of Non
Distributed Costs

> netinterest on the net defined benefit liability (asset), i.e. net interest expense
for the Council — the change during the period in the net defined benefit
liability (asset) that arises from the passage of time charged to the Financing
and Investment Income and Expenditure line of the Comprehensive Income
and Expenditure Statement — this is calculated by applying the discount rate
used to measure the defined benefit obligation at the beginning of the period
to the net defined benefit liability (asset) at the beginning of the period —
taking into account any changes in the net defined benéefit liability (asset)
during the period as a result of contribution and benefit payments.

¢ Remeasurements comprising:

» the return on plan assets — excluding amounts included in net interest on the
net defined benefit liability (asset) — charged to the Pensions Reserve as
Other Comprehensive Income and Expenditure

» actuarial gains and losses — changes in 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 their assumptions
— charged to the Pensions Reserve as Other Comprehensive Income and
Expenditure

e Contributions paid to the Shropshire County Pension Fund — cash paid as
employer’s contributions to the pension fund in settlement of liabilities; not
accounted for as an expense.

In relation to retirement benefits, statutory provisions require the General Fund Balance
to be charged with the amount payable by the Council to the pension fund or directly to
pensioners in the year, not the amount calculated according to the relevant accounting
standards. In the Movement in Reserves Statement, this means that there are transfers
to and from the Pensions Reserve to remove the notional debits 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 year-end. The negative
balance that arises on the Pensions Reserve thereby measures the beneficial impact 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.

1.28. Foreign Currency Transactions

Foreign currency transactions are accounted for on the basis of the equivalent sterling
value of the underlying transaction, by applying the spot exchange rate at the date of the
transaction.
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1.29. Private Finance Initiative (PFl) Schemes

PFl contracts are agreements to receive services, where the PFIl contractor has
responsibility for making available the assets needed to provide the services. The
Council pays the contractor a payment, which is called a unitary charge, for the services
delivered under the contract.

The Council has two PFI projects: the Quality in Community Services (QICS) PFl and the
Waste Services PFl. Further details of these PFI projects are set out later in the
document. The Council is deemed to control the services provided under these two PFI
schemes, and as ownership of property, plant and equipment will pass to the Council at
the end of the contracts for no additional charge, the Council carries the operational
assets used under the contracts on its balance sheet as part of Property, Plant and
Equipment.

The original recognition of these assets at fair value (based on the cost to purchase the
property, plant and equipment) was balanced by the recognition of a liability for amounts
due to the scheme operator to pay for the capital investment. For the QICS scheme, the
liability was written down by an initial capital contribution of £2.5m. At the commencement
of the Waste contract the Council made various existing waste infrastructure assets
available to the contractor. Under the Waste scheme, not all property, plant and
equipment scheduled to be provided in the initial years of the contract has been provided
and as a result part of the payments made to the scheme operator have been accounted
for as a prepayment, with a corresponding entry also made to set aside the prepayment
element of the unitary payment in the Capital Adjustment Account.

Non-current assets recognised on the Balance Sheet are revalued and depreciated in
the same way as property, plant and equipment owned by the Council.

The amounts payable to the PFI operators each year are analysed into five elements:

e Fair value of the services received during the year — debited to the relevant
service in the Comprehensive Income and Expenditure Statement

e Finance cost — an interest charge as a percentage (based on the Internal Rate of
Return of the scheme) of the outstanding Balance Sheet liability, debited to the
Financing and Investment Income and Expenditure line in the Comprehensive
Income and Expenditure Statement

e Contingent rent —increases in the amount to be paid for the property arising during
the contract, debited to the Financing and Investment Income and Expenditure line
in the Comprehensive Income and Expenditure Statement

e Payment towards liability — applied to write down the Balance Sheet liability
towards the PFI operator (the profile of write-downs is calculated using the same
principles as for a finance lease)

e Lifecycle replacement costs — proportion of amounts payable is posted to the
Balance Sheet as a prepayment and then recognised as additions to Property, Plant
and Equipment when the relevant works are eventually carried out. On recognising
the prepayment for lifecycle replacement costs a corresponding entry is also made
to set aside the prepayment element of the unitary payment in the Capital
Adjustment Account. Where works are carried out earlier than planned they are
recognised as additions to Property, Plant and Equipment balanced by a temporary
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increase in the finance lease liability. When the programmed payment takes place
the liability is written down.

1.30. Accounting for Council Tax and Non Domestic Rates

The Council Tax income included in the Comprehensive Income & Expenditure
Statement is the accrued income for the year, and not the amount required under
regulation to be transferred from the Collection Fund to the General Fund (the Collection
Fund Demand). The difference is taken to the Collection Fund Adjustment Account
through the Movement in Reserves Statement.

As the collection of Council Tax for preceptors (the West Mercia Police and Crime
Commissioner, and Shropshire & Wrekin Fire & Rescue Authority) is an agency
arrangement, the cash collected belongs proportionately to Shropshire Council as the
billing authority and to the preceptors. This gives rises to a debtor or creditor position for
the difference between cash collected from tax-payers and cash paid to preceptors under
regulation. The Balance Sheet also includes the authority’s share of the year end
balances relating to arrears, impairment allowances for doubtful debts and prepayments.

In relation to Non-Domestic Rates, Shropshire Council collects income due as an agency
arrangement. As with council tax, the cash collected belongs proportionately to
Shropshire Council as the billing authority, and to Central Government and Shropshire &
Wrekin Fire & Rescue Authority as preceptors. This gives rise to a debtor or creditor
position for the difference between cash collected from tax-payers and cash paid to
preceptors under regulation. The Balance Sheet also includes the authority’s share of the
year end balances relating to arrears, impairment allowances for doubtful debts, appeals
and prepayments.

1.31. Accounting for Local Authority Maintained Schools

All Local Authority Maintained Schools in the Council area are considered to be entities
controlled by the Council. In order to simplify the consolidation process and avoid
consolidating in Group Accounts a considerable number of separate, relatively small
entities; the Council’s single entity financial statements include all the transactions of
Local Authority Maintained Schools i.e. income, expenditure, assets, liabilities, reserves
and cash flows of the schools.

The Council has the following types of maintained schools under its control:
Community

Voluntary Aided

Voluntary Controlled

Foundation

The Council recognises on balance sheet the non-current assets of schools where the
Council legally owns the assets or where the school is in the legal ownership of a non
religious body, on the basis that they are the assets of the school and need to be
consolidated into the Council’s accounts.

Community schools are owned by the Council and therefore recognised on the balance
sheet.
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The majority of Voluntary Aided and Voluntary Controlled schools in the Council area are
owned by the respective Diocese. There is currently no legal arrangement in place for
the School/Council to use the Diocese owned schools. The School/Council uses the
school building to provide education under the provisions of the School Standards and
Framework Act 1998. On this basis the school assets are used under "mere" licences
and the assets are not recognised on the Council’s balance sheet. The only exception to
this is there are a small number of schools/part of schools that should have transferred
to Diocese under Education Legislation; but the legal transfer has not been completed.
These are still recognised in the Council balance sheet with an additional note disclosing
that they are due to transfer.

Foundation schools owned by the Diocese are not recognised on the Council balance
sheet as the position is the same as Voluntary Aided and Voluntary Controlled. Where
ownership lies with the school or the school’s Governing Body the School is recognised
on the Council’s Balance Sheet. There are a small number of schools who have recently
changed their status to Foundation as part of local area Education Trusts. As yet no legal
transfers have taken place of school land and buildings. On the assumption that these
trusts will constitute the Governing Bodies of these schools, the schools are to remain
on-balance sheet. This will be reviewed when the legal transfers are agreed in case the
position is different.

Academy schools are not maintained schools controlled by the Council and as such are
not accounted for in the Council’s Accounts. Schools in Council ownership (Community
Schools) which become Academies are provided to the Academy on a 125 year
peppercorn lease. When schools transfer to Academy status the assets are written out
of the balance sheet as at the date that the asset transfers. Additional notes are included
in the accounts disclosing details of any schools where approval by the Department for
Education to transfer the School to Academy has been granted, but the school has not
transferred by the balance sheet date.

1.32. Fair Value Measurement

The authority measures some of its non-financial assets such as surplus assets and
investment properties and some of its financial instruments at fair value at each reporting
date. Fair value is the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement date.
The fair value measurement assumes that the transaction to sell the asset or transfer the
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 authority measures the fair value of an asset or liability using the assumptions that
market participants would use when pricing the asset or liability, assuming that market
participants act in their economic best interest.

When measuring the fair value of a non-financial asset, the authority takes into account
a market participant’s ability to generate economic benefits by using the asset in its
highest and best use or by selling it to another market participant that would use the asset
in its highest and best use.
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The authority uses valuation techniques that are appropriate in the circumstances and for
which sufficient data is available, maximising the use of relevant observable inputs and
minimising the use of unobservable inputs.

Inputs to the valuation techniques in respect of assets and liabilities for which fair value
is measured or disclosed in the authority’s financial statements are categorised within the
fair value hierarchy, as follows:

e Level 1 — quoted prices (unadjusted) in active markets for identical assets or
liabilities that the authority can access at the measurement date

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

e Level 3 — unobservable inputs for the asset or liability.

2. ACCOUNTING STANDARDS THAT HAVE BEEN ISSUED BUT HAVE
NOT YET BEEN ADOPTED

The Code of Practice on Local Authority Accounting in the United Kingdom (the Code)
requires the disclosure of information relating to the expected impact of an accounting
change that will be required by a new standard that has been issued but not yet adopted.
This applies to the adoption of the following new or amended standards within the
2023/24 Code:

e Definition of Accounting Estimates (Amendments to IAS8) issued in
February 2021.

e Disclosure of Accounting Policies (Amendments to IAS 1 and IFRS Practice
Statement 2) issues in February 2021.

e Deferred Tax related to Assets and Liabilities arising from a Single
Transaction (Amendments to IAS12) issued in May 2021.

e Updating a Reference to the Conceptual Framework (Amendments to IFRS
3) issued in May 2020.

These changes are not expected to have a material impact on the Council’s accounts.

3.CRITICAL JUDGEMENTS IN APPLYING ACCOUNTING POLICIES

In applying the accounting policies set out in Note 1, the Council has had to make certain
judgements about complex transactions or those involving uncertainty about future
events.

The critical judgements made in the Statement of Accounts are:

e The Council takes judgements over the element of control in terms of deciding
which assets should be on our balance sheet. The Council considers both the
legal ownership of the asset and the circumstances under which schools occupy
them, including rights and obligations.

A judgement is taken around Local Authority Maintained schools and particularly

Voluntary Aided, Voluntary Controlled and Foundation schools that are not owned

by the Council. The Council recognises the land and buildings used by schools in
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line with the provisions of the Code of Practice. It states that property used by local
authority maintained schools should be recognised in accordance with the asset
recognition tests relevant to the arrangements that prevail for the property. The
substance of the arrangement in addition to the legal form are considered
including any rights to take back the school buildings.

The Council makes an assessment on whether it is probable that economic
benefits or service potential associated with the asset will flow to the authority.
Where assets are owned by the Council and used by maintained schools, the
economic benefits and service potential of the asset is considered to be within the
control of the Council and therefore the assets are recognised on the Council’s
balance sheet. Where the land and building assets used by the school are owned
by an entity other than the Council, school or school Governing Body and provided
to the school under “mere licences” which pass no interest to the school and are
always revokable they are not recognised as assets of the school. Therefore they
are not included on the Council’s Balance Sheet.

The Council has completed an assessment of the different types of schools it
controls within the Shropshire Council area to determine how these should be
accounted for. The accounting treatment is detailed in the accounting policies (see
1.31).

e The Council receives a number of grants which require a judgment to be made as
to whether it is acting as an agent for the Government in relation to the distribution
of these grants or as the principal based on the criteria of each grant. Where the
Council are deemed to be acting as an agent transactions are not reflected in the
Council’'s accounts with the exception of a debtor, creditor and net cash position
on the Balance Sheet. Details of the material grants where the Council has
deemed it is acting as an agent are included in Note 37.

e The Council is part of the Marches Local Enterprise Partnership (LEP) along with
Herefordshire and Telford & Wrekin. The Council acts as accountable body for the
LEP and therefore receives grant income on behalf of the LEP and processes
expenditure in line with the grant schemes. The Council has concluded that the
role of accountable body is to be deemed as an agent as the decisions in relation
to the allocation of the funding is made by the LEP, and therefore only the net
grant held and corresponding creditor is included within the Council’s accounts.
Further details are provided at Note 43.

4. ASSUMPTIONS MADE ABOUT THE FUTURE AND OTHER MAJOR
SOURCES OF ESTIMATION UNCERTAINTY

The Statement of Accounts contains estimated figures that are based on assumptions
made by the Council about the future or that are otherwise uncertain. Estimates are made
taking into account historical experience, current trends and other relevant factors.
However, because balances cannot be determined with certainty, actual results could be
materially different from the assumptions and estimates.

There is a risk of material adjustment in the forthcoming financial year for the following
items in the council’'s Balance Sheet at 31 March 2023:
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Uncertainties

Effect if Actual Results Differ from
Assumptions

Property, Plant
&  Equipment
(PPE)

Property, Plant
& Equipment -
Infrastructure

Investment
Properties

NDR Appeals
Provision

Full valuation is carried out a minimum
of every 5 years. Where a full valuation
is not carried out in year, a desktop
valuation review is carried out to update
all valuations annually to the Balance
Sheet date.

Estimates of remaining useful economic
life are provided as part of the valuation
and are used to calculate the
depreciation charge on a straightline
basis.

Infrastructure assets are measured at
historic cost and depreciated over the
useful lives of the various types of works
on the highways network as assessed
by the Asset Manager in Highways using
industry standards. Highways assets
are assumed to have been fully
consumed once the useful life applied
has expired.

The carrying amounts to be
derecognised for infrastructure assets
when there is replacement expenditure
is considered to be nil. This is because
parts of infrastructure assets are rarely
replaced before the part has been fully
consumed.

Valued on a fair value basis reflecting
market conditions at the balance sheet
date and thus annual valuation reviews
are required. This ensures the carrying
amount reflects fair value at the Balance
Sheet date.

The provision set aside for Non
Domestic Rate appeals is estimated
based on the number of outstanding
appeals as per the Valuation Office and
then these are assessed to establish the
likelihood of the appeal being successful
and the potential reduction in rateable
value.
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There is a risk of material adjustment
in the year when the property is
revalued.

Note 15 details the carrying value for
each class of PPE asset. A 1%
increase in property valuations would
result in a £2.360m increase in the
valuation of Council dwellings and a
£4.366m increase in the value of other
land and buildings.

There is a risk that annual depreciation
charges are over or under stated and
also correspondingly the NBV of the
asset. This could also result in a risk of
material adjustment in the year when
the property is revalued.

If the useful life of assets is different to
the life applied, depreciation is over or
under charged in year and the carrying
amounts of the

assets are misstated.

If previous expenditure has not been
fully depreciated (carrying amount not
nil) at the point replacement
expenditure is incurred, the carrying
amounts for assets will be overstated.

Note 16 details the carrying value of
Investment Properties. A 1%
movement in Investment Property
valuations would result in a £0.666m
movement in the valuation of
Investment Properties.

There is a risk that successful appeals
will be significantly more than the
estimate leading to an increased
demand on the NDR collection fund in
the year. Note 26 provides details on
the NDR Appeals Provision. A 10%
movement in the losses from appeals
would resultin a £0.407m movement in
the value of the NDR Appeals
Provision.
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Uncertainties

Effect if Actual Results Differ from
Assumptions

Pensions
Liability

Fair value
measurements

Accruals

Debt
Impairment

Estimation of the net liability to pay
pensions depends on a number of
complex judgements relating to the
discount rate used, the rate at which
salaries are projected to increase,
changes in retirement ages, mortality
rates and expected returns on pension
fund assets. A firm of consulting
actuaries is engaged to provide the
Council with expert advice about the
assumptions to be applied. Further
information on the assumptions and
sensitivity is detailed in note 40.

When the fair values of financial assets
and financial liabilities cannot be
measured or based on quoted prices in
active markets (i.e. level 1 inputs), their
fair value is measured using valuation
techniques. Where possible, the inputs
to these valuation techniques are based
on observable data, but where this is not

possible judgement is required in
establishing  fair  values. These
judgements typically include

considerations such as uncertainty and
risk. However, changes in the
assumptions used could affect the fair
value of the Council's assets and
liabilities. Where level 1 inputs are not
available, the Council employs relevant
experts to identify the most appropriate
valuation techniques to determine fair
value (for example for investment
properties, the authority’s chief valuation
officer). Information about the valuation

techniqgues and inputs used in
determining the fair value of the
Council's assets and liabilities is

disclosed in notes 16 and 20.

Estimates of known future expenses or
income where amounts are not yet
certain are accrued in the year that they
relate to. The proportion of estimates
within the accruals processed for
debtors and creditors are:

o Debtors 47%

o Creditors 17%

The balance of outstanding debtors,
including Council Tax and Business
Rates debtors, is assessed annually and
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The effects on the net pension liability
of changes in individual assumptions
can be measured. For instance a
0.5% increase in the discount rate
assumption would result in a decrease
in the pension liability of £85.680m.

The authority uses the discounted cash
flow model to measure the fair value of
some of its investment properties and
financial assets. The significant
unobservable inputs used in the fair
value measurement include
management assumptions regarding
rent growth, vacancy levels (for
investment properties) and discount
rates — adjusted for regional factors (for
both investment properties and some
financial assets). Significant changes
in any of the unobservable inputs
would result in a significantly lower or
higher fair value measurement for the
investment properties and financial
assets.

The expense or the income could be
either higher or lower than expected.
A 10% increase in the estimates for
debtors would result in an additional
debtor of £0.428m. A 10% increase
from the estimate for creditors would
result in an additional creditor of
£0.329m.

There is a risk that if collection rates
were to deteriorate then the allowance
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Uncertainties Effect if Actual Results Differ from
Assumptions

a bad debt provision calculated to for the impairment of bad debts would

estimate the potential liability from non need to increase.

collection of the outstanding debts. The Note 21 provides details on

ongoing impact of COVID-19 and cost of outstanding debtors and the

living increases has created uncertainly allowance for impairment.

around future collection rates. The

estimated impact of this has been

included in the calculation however the

long-term impact of this is currently

unknown.

5.EVENTS AFTER THE REPORTING PERIOD

The Statement of Accounts was authorised for issue by the Executive Director of
Resources on 26" February 2024. Events taking place after this date are not reflected in
the financial statement or notes.
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6. EXPENDITURE AND FUNDING ANALYSIS

The Expenditure and Funding Analysis shows how annual expenditure is used and funded from resources (government grants, rents, council tax
and business rates) by local authorities in comparison with those resources consumed or earned by authorities in accordance with generally
accepted accounting practices. It also shows how this expenditure is allocated for decision making purposes between the council’s service areas.
Income and expenditure accounted for under generally accepted accounting practices is presented more fully in the Comprehensive Income and
Expenditure Statement.
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7. NOTE TO THE EXPENDITURE AND FUNDING ANALYSIS

2022/23

Adjustments from management reporting
and General Fund to arrive at the
Comprehensive Income and Expenditure
Statement amounts

t reported at
Directorate level (note 2)

I Pension items reported at
Investment

S Directorate level (note 1)
m Total Adjustment between

S funding and accounting

© properties/Levies/revenue
© basis

m Total to arrive at amount
S charged to the general

Sfund & HRA
8 Pensions Adjustments

B Adjustments for Capital

I3 Other Adjustments (note
S Purposes

B Capital items reported at
S Directorate level (note 1)
I Reserves reported at

S Directorate level (note 1)
m Interest Payable and

S Receivable reported at
© Directorate level (note 2)
m Reallocation of traded

S services and internal

© recharges (note 2)

83)

B Net change for the

S impairmen
S Other Differences

o]
(=]
ar]

Health and Wellbeing 0 0 2,044 0 (1,848) 0 (28) 168 9 770 11 790
Local Authority Housing 0 0 0 0 0 0 (3,725) (3,725)  (12,051) 0 0 (12,051)
People 0 41 4,498 (199) 2,038 0 (461) 5,917 9,711 12,377 8 22,096
Place 0 1,628 3,818 (13,202) (1,795) 2,091 1 (7,459) 39,582 4,806 30 44,418
Resources 0 307 1,638 155 (405) 0 (42) 1,653 763 710 1 1,474
Strategic Management Board 0 0 861 0 12 0 0 873 (172) 15 0) (157)
Corporate 0 0 19,533 (7,087) 6 0 32,555 45,007 (4,323) 993 (313) (3,643)

Net Cost of Services (20,333) (1,992 28,300 42,434 19,671 (263)

Other Income and Expenditure from the
Expenditure and Funding Analysis 0 (1,976) 664 20,333 1,992 (2,091) (253,750) (234,828) (30,454) 16,463 (8,493)  (22,484)

Difference between General Fund surplus

or deficit and Comprehensive Income and 0 (225450) (192,394) 36,134 (8,756)

Expenditure Statement Surplus or Deficit
on the Provision of Services
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2021/22

Adjustments from management reporting and
General Fund to arrive at the Comprehensive
Income and Expenditure Statement amounts

rted at Directorate

level (note 2)

I Pension items reported at
Investment

S Directorate level (note 1)
m Total Adjustment between

S funding and accounting

m Total to arrive at amount
© basis

S charged to the general

©fund & HRA
SPensions Adjustments

B Adjustments for Capital

B Other Adjustments (note
S Purposes

B Capital items reported at
S Directorate level (note 1)
S Directorate level (note 1)
S Receivable reported at
© Directorate level (note 2)
m Reallocation of traded

S services and internal

© recharges (note 2)

83)

S Other Differences

o

m Interest Payable and
B Net change for the

I Reserves reported at
S properties/Levies

Srepo

m
(=]
[ ar)

Health and Wellbeing 0 (534) (6,071) 0 (1,805) (6) 0 (8,416) 64 527 68 659
Local Authority Housing 0 0 0 0 0 0 (3,243) (3,243)  (20,153) 0 0 (20,153)
People 0 (9,978) (5,426) (197) 1,868 (1,234) 709 (14,258) 2,922 9,849 (766) 12,005
Place 0 (4,106) 1,911 (11,565) (2,145) 4,039 1,596 (10,270) 29,439 4,053 32 33,524
Resources 0 (659) 53 4 2,246 164 1,000 2,808 711 651 75 1,437
Strategic Management Board 0 (14) 909 0 47 0 0 942 0 13 0 13
Corporate 0 17,099 11,921 (9,404) (15) 9) 42,018 61,610 (4,592) (246) (313) (5,151)

Net Cost of Services

Other Income and Expenditure from the Expenditure
and Funding Analysis 0 (1,808) 762 21,162 (196) (2,954) (250,993) (234,027) (44,052) 12,620 (13,259)  (44,691)

Difference between General Fund surplus or
deficit and Comprehensive Income and

Expenditure Statement Surplus or Deficit on the
Provision of Services

Note 1) For resource management purposes, the authority includes depreciation, pension charges in relation to IAS19 debits and credits in its
directorate reporting, however this needs to be removed as it is not included in the net expenditure chargeable to the general fund and HRA balances.

Note 2) The authority includes income and expenditure in relation to investment properties, interest payable and receivable, levies and trading
accounts within the Directorates however this is reported in the financial statements below the cost of services line and therefore the above table
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shows these items being reallocated. The income and expenditure for Corporate Landlord and Passenger Transport is also adjusted within the
amendments for trading/internal recharges.

Note 3) Corporate Funding and Housing Revenue Account are not reported to management as part of the Service Area reporting therefore these
items have been included as adjustments in the above table.

Adjustments for Capital Purposes
1) Adjustments for capital purposes — this column adds in depreciation and impairment and revaluation gains and losses in the services line, and
for:
e Other operating expenditure — adjusts for capital disposals with a transfer of income on disposal of assets and the amounts written off for
those assets.
¢ Financing and investment income and expenditure — the statutory charges for capital financing i.e. Minimum Revenue Provision and other
revenue contributions are deducted from other income and expenditure as these are not chargeable under generally accepted accounting
practices.
e Taxation and non-specific grant income and expenditure — capital grants are adjusted for income not chargeable under generally accepted
accounting practices. Revenue grants are adjusted from those receivable in the year to those receivable without conditions or for which
conditions were satisfied in the year.

Net Change for the Pensions Adjustments
2) Net change for the removal of pension contributions and the addition of IAS 19 Employee Benefits pension related expenditure and income:
e For services this represents the removal of the employer pension contributions made by the authority as allowed by statute and the
replacement with current service costs and past service costs.
e For Financing and investment income and expenditure — the net interest in the defined benefit liability is charged to the CIES.

Other Differences
3) Other differences between amounts debited/credited to the Comprehensive Income and Expenditure Statement and amounts payable/receivable
to be recognised under statute:
e For Financing and investment income and expenditure the other differences column recognises adjustments to the General Fund for the
timing differences for premiums and discounts.
e The transfer of any deficit arising on the Dedicated Schools Grant to the Dedicated Schools grant adjustment account
e The charge under Taxation and non-specific grant income and expenditure represents the difference between what is chargeable under
statutory regulations for council tax and NDR that was projected to be received at the start of the year and the income recognised under
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generally accepted accounting practices in the Code. This is a timing difference as any difference will be brought forward in future Surpluses
or Deficits on the Collection Fund.

57



Notes to the Core Financial Statements
8. EXPENDITURE AND INCOME ANALYSED BY NATURE

The Council’'s expenditure and income is analysed as follows:

: 2022/23 2021/22

Expenditure/Income
£000 £000

Expenditure
Employee benefits expenses 231,143 208,928
Other service expenses 481,447 439,988
Support service recharges 36,771 35,375
Depreciation, amortisation, impairment 49,172 20,230
Interest payments 26,373 25,223
Precepts and levies 9,680 9,261
Payments to Housing Capital Receipts Pool 0 607
(Gain)/Loss on the disposal of assets 851 5,688
Income
Fees, charges and other service income (195,731) (183,086)
Interest and investment income (3,139) (1,117)
Income from council tax, non-domestic rates (236,182) (224,679)
Government grants and contributions (329,221) (352,437)
Total Income 764,273 761,319

Surplus or Deficit on the Provision of Services 71,164 (16,019)

9. REVENUE CONTRACTS WITH CUSTOMERS

The Council’s income from revenue contracts with customers is analysed by Service Area
as follows:

Fees, charges and other service income 2022i2s 202iiaz

£000 £000
Health and Wellbeing (1,499) (1,083)
Local Authority Housing (19,015) (18,425)
People (70,180) (64,327)
Resources (36,674) (37,351)
Place (65,430) (59,422)
Strategic Management Board (1,030) (912)
Corporate (1,903) (1,566)
Total Income 195,731 183,086
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10. ADJUSTMENTS BETWEEN ACCOUNTING BASIS AND FUNDING
BASIS UNDER REGULATIONS

This note details the adjustments that are made to the total comprehensive income and
expenditure recognised by the Council in the year in accordance with proper accounting
practice to the resources that are specified by statutory provisions as being available to
the Council to meet future capital and revenue expenditure.

2022/23

Housing Revenue

Account
£000

0
e
]
0
0

x

o

o
«©
)
S
c

)}

Capital Receipts
Reserves

£000
Capital Grants

Unapplied

Major Repairs
£000

Reserve

General Fund
£000

Balance
£000

=
=
(=
)
£
(4
>
o
=

Adjustments to the Revenue Resources:

Amounts by which income and expenditure
included in the Comprehensive Income and
Expenditure Statement are different from
revenue for the year calculated in accordance
with statutory requirements:

Pension costs 36,134 0 0 0 0 (36,134)
Financial instruments (315) 0 0 0 0 315
Council tax and NDR (8,482) 0 0 0 0 8,482
Holiday pay 41 0 0 0 0 (41)
Reversal of entries included in the Surplus or

Deficit on the Provision of Services in relation to

capital expenditure 35,279 (13,098) 4,675 0 15,808  (42,664)
Dedicated Schools grant 0 0 0 0 0 0

Total Adjustments to Revenue Resources

Adjustments between Revenue and Capital
Resources:

Transfer of non-current asset proceeds from

revenue to the Capital Receipts Reserve (5,622) (2,606) 0 28,718 0 (20,490)
Administrative costs of non-current asset

disposals 102 35 0 (137) 0 0
Payments to the government housing receipts

pool 0 0 0 0 0 0
Pooling of HRA resources from revenue to the

Major Repairs Reserve 0 0 0 0 0 0
Statutory provision for the repayment of debt (9,655) 0 0 0 0 9,655
Capital expenditure financed from revenue

balances (1,370) 0 0 0 0 1,370

Total Adjustments between Revenue and

Capital Resources

Adjustments to Capital Resources:

Use of the Capital Receipts Reserve to finance

capital expenditure 0 0 0 (28,623) 0 28,623
Use of the Major Repairs Reserve to finance

capital expenditure 0 0 (4,193) 0 0 4,193
Application of capital grants to finance capital

expenditure 0 0 0 0 (10,495) 10,495
Cash payments in relation to deferred capital

receipts 0 0 0 42 0 (42)
Total Adjustments to Capital Resources 0 (1] 4,193 28,581 10,495 43,269
Total Adjustments 46,112 15,669 482 0 5,313 36,238
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2021/22 Comparative Figures

Housing Revenue

Account

£000
Unusable Reserves

Capital Receipts
Reserves

£000
Capital Grants

Unapplied

Major Repairs
£000

Reserve

General Fund
£000

Movement in

Adjustments to the Revenue Resources:

Amounts by which income and expenditure
included in the Comprehensive Income and
Expenditure Statement are different from
revenue for the year calculated in accordance
with statutory requirements:

Pension costs 27,465 0 0 0 0 (27,465)
Financial instruments (315) 0 0 0 0 315
Council tax and NDR (13,176) 0 0 0 0 13,176
Holiday pay (12) 0 0 0 0 12
Reversal of entries included in the Surplus or

Deficit on the Provision of Services in relation to

capital expenditure (1,427)  (18,595) 4,245 0 7,434 8,343
Dedicated Schools grant (659) 0 0 0 0 659

Total Adjustments to Revenue Resources

Adjustments between Revenue and Capital
Resources:

Transfer of non-current asset proceeds from

revenue to the Capital Receipts Reserve (603) (3,627) 0 7,733 0 (3,503)
Administrative costs of non-current asset

disposals 48 61 0 (109) 0 0
Payments to the government housing receipts

pool 607 0 0 (607) 0 0
Pooling of HRA resources from revenue to the

Major Repairs Reserve 0 0 0 0 0 0
Statutory provision for the repayment of debt (9,340) 0 0 0 0 9,340
Capital expenditure financed from revenue

balances (2,158) (626) 0 0 0 2,784

Total Adjustments between Revenue and

Capital Resources

Adjustments to Capital Resources:

Use of the Capital Receipts Reserve to finance

capital expenditure 0 0 0 (7,057) 0 7,057
Use of the Major Repairs Reserve to finance
capital expenditure 0 0 (3,276) 0 3,276
Application of capital grants to finance capital
expenditure 0 0 0 0 (5,440) 5,440
Cash payments in relation to deferred capital
receipts 0 0 0 40 0 (40)

Total Adjustments to Capital Resources

Total Adjustments
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11. TRANSFERS TO/FROM EARMARKED RESERVES

This note sets out the amounts set aside from the General Fund and HRA balances in
earmarked reserves to provide financing for future expenditure plans and the amounts
posted back from earmarked reserves to meet General Fund and HRA expenditure in
2022/23.

Balance at 31 March 2021
Transfers Out 2021/2022

N
N
o
N
(=
(3]
S
©
=
=
(3¢}
)
(]
(]
(%)
c
i
3]
o

Transfers In 2021/22
Transfers Out 2022/23
Transfers In 2022/23
Balance at 31 March 23

Sums set aside for major
schemes, such as capital

developments, or to fund 17,505  (4,418) 12,344 25431 (16,019) 5,335 14,747
major reorganisations
Insurance Reserves 3,739 (342) 357 3,754 (547) 429 3,636
Reserves of trading and
business units 0 (150) 150 0 (8) 8 0
Reserves retained for service
departmental use 64,370 (48,367) 33,998 50,001 (37,870) 9,453 21,584
School Balances 8,045 (6,553) 8,960 10,452 (7,467) 9,627 12,612
Total 93,659 (59,830) 55,809 89,638 (61,911) 24,852 52,579
RESERVES

Sums set aside for major schemes, such as capital developments, or to fund major
reorganisations — includes redundancy reserve, and specific reserves to fund capital
and major projects including service transformation within the Council.

Insurance Reserves — includes fire liability and motor insurance reserves to fund the
Council’s future self insurance liabilities.

Reserves of trading and business units — includes any balance carried forward in
relation to Shire Services to help smooth trading profits and losses over future years.

Reserves retained for service departmental use — includes a number of specific
earmarked reserves for known service expenditure in future years. Significant balances
include the Public Health reserve, a severe weather reserve and a reserve including
unringfenced revenue grants that have not been spent.

School Balances — includes unspent balances of budgets delegated to individual
schools.

A breakdown of all specific earmarked reserve balances is shown in the 2022/23 Financial
Outturn report.
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12. OTHER OPERATING EXPENDITURE

2022/23 2021/22

£000 £000

Parish Council Precepts 9,534 9,110
Levies 146 151
Payments to the Government Housing Capital Receipts Pool 0 607
(Gains)/losses on the disposal of non-current assets 806 5,590
(Gains)/losses on change in valuation of non-current assets 46 98

13. FINANCING AND INVESTMENT INCOME AND EXPENDITURE

2022/23 2021/22

£000 £000
Interest payable and similar charges 26,373 25,223
Pensions interest cost and expected return on pensions assets 14,486 10,835
Interest receivable and similar income (3,139) (1,117)

Income and expenditure in relation to investment properties and
changes in their fair value

Revenue Impairment Losses 783 605
(Surpluses)/deficits on Trading Activities 6,438 3,192

3,360  (6,890)

48,301 31,848

14. TAXATION AND NON SPECIFIC GRANT INCOMES

2022/23 2021/22

£000 £000

Council tax income (191,590) (182,336)
Non domestic rates (44,591) (42,343)
Non ringfenced government grants (39,422) (51,552)
Capital grants and contributions (40,542) (49,891)

316,145 326,122
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15. PROPERTY, PLANT & EQUIPMENT

The figures below provide information on the movement of non-current assets held by the
Council during 2022/23.

Cost or valuation
At 1 April 2022

Additions

Revaluation
increases/(decreases)
recognised in the
Revaluation Reserve

Revaluation
increases/(decreases)
recognised in the
Surplus/Deficit on the
Provision of Services

Derecognition — disposals
Derecognition — other

Assets reclassified (to)/from
Held for Sale

Other movements in cost or
valuation

At 31 March 2023

At 1 April 2022

Depreciation charge for
2022/23

Depreciation written out to
the Revaluation Reserve

Depreciation written out to
the Surplus/Deficit on the
Provision of Services

Impairment
losses/(reversals)
recognised in the
Revaluation Reserve

Impairment
losses/(reversals)
recognised in the
Surplus/Deficit on the
Provision of Services

)
>
=
©
3
(a]
©
c
S
[e]
(&)

224,132

5,919

79

7,579

(1,571)
)

(198)

86

236,024

(4,610)

138

4,472

0

0

Buildings

Other Land and
£000

404,660

6,254

23,220

(2,680)

(480)

(2,189)

(225)

8,040

436,600

(20,001)

17,583

2,419

(197)

(184)

Equipment
Non Highways
Infrastructure

Vehicles Plant, &
£000

21,811 7,797

3,526 84
0 0
0 0
0 0
(1,329) 0
0 0
0 869

24,008 8,750

(12,389)  (3,432)

(3,187)  (388)

0 0
0 0
0 0
0 0
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Community Assets

2,358

26

(99)

2,285

(580)

(55)

Surplus Assets

3,288

44

(1,400)

556

2,488

(1,006)

(43)

34

Assets Under
Construction

36,020

15,445

(22)

(11,979)

39,464

700,066

31,254

23,343

4,899

(3,451)

(3,619)

(445)

(2,428)

749,619

(17,407)

(28,284)

17,730

6,925

(197)

(184)

Property, Plant &

PFIl Assets
Included in
Equipment

123,265

684

7,738

478

(490)

131,675

(9,435)

(8,290)

5,961

290
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Derecognition — disposals 0 0 0 0 0 0 0 0 0
Derecognition — other 0 0 1,326 0 98 0 0 1,424 487

Other movements in
depreciation and impairment

At 31 March 2023 0 0 (14,250) (3,820) (537) (1,006) 0 (19,613)  (10,987)

NBV at 31 March 2023 236,024 436,600 39,464 730,006 120,688

NBV at 31 March 2022 224,132 404,660 36,020 682,659 113,830

The comparative movements in 2021/22 were as detailed below:

Other Land and
Buildings

Non Highways
Infrastructure
£000

Community
Assets

Surplus Assets
£000

Property, Plant &

£000
PFIl Assets
Included in

Equipment

£000

")

(2]
=
©

3
o

o
o
(=]
«

Vehicles Plant &
Assets Under
Construction

Council

Cost or valuation

At 1 April 2021 204772 393,044 21,703 7,843 2,480 2,252 14734 646,828 123,986
Additions 6,878 2915 1293 15 0 0 21363 32,464 760
Revaluation

IIERE (o SRR (113) 17,109 0 0 0 729 0 17,725 (1,035

recognised in the
Revaluation Reserve

Revaluation

increases/(decreases)

recognised in the 15,487 1,043 0 0 0 2 0 16,532 (277)
Surplus/Deficit on the

Provision of Services

Derecognition —

disposals (2,682) (3,928) (13) 0 0 0 0 (6,623) 0
Derecognition — other 0 (2,840) (1,172) (61) (122) 0 0 (4,195) (169)
Assets reclassified

(to)/from Held for Sale ) (s ¢ ¢ ¢ L g ) 4
Other mgvements in cost 3 711 0 0 0 305 (77) 942 0
or valuation

At 31 March 2022 224,132 404,660 21,811 7,797 2,358 3,288 36,020 700,066 123,265

Depreciation and Impairments
At 1 April 2021 0 0 (10,563) (3,178) (638) (1,006) 0 (15,385) (7,579)
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guipment

Vehicles Plant &
Equipment

Non Highways
Infrastructure
Surplus Assets
Property, Plant &

T
=
©

T
=
©

-l
—
(]

=

=

(©)

Council
Dwellings
Community
Assets Under
Construction
PFI Assets
Included in

(72}
(=] ‘.d-.; (=] (=] o
S ® S =4 S
o < (7 o w
e e e (4,194) (15988)  (2,960)  (315) (65) (54) 0 (23,576)  (7,069)
Depreciation written out
to the Revaluation 147 14,367 2 0 0 20 0 14,536 4,816

Reserve

Depreciation written out
to the Surplus/Deficit on 4,047 1,621 0 0 0 34 0 5,702 273
the Provision of Services

Impairment
losses/(reversals)
recognised in the
Revaluation Reserve

Impairment

losses/(reversals)

recognised in the 0 1,381 0 0 0 0 0 1,381 0
Surplus/Deficit on the

Provision of Services

Derecognition —
disposals

Derecognition — other 0 0 1,127 61 123 0 0 1,311 124
Other movements in

depreciation and (2) (1,381) 0 0 0 0 0 (1,383) 0
impairment

At 31 March 2022 0 0 (12,389) (3,432) (580)  (1,006) 0 (17,407)  (9,435)

NBV at 31 March 2022 224,132 404,660 9,422 682,659 113,830

NBV at 31 March 2021 204,772 393,044 11,140 631,443 116,407

Local Authority Maintained Schools

Included in the above balances for other land and buildings are all or a significant part of
5 primary schools for which plans are being finalised with the Diocese or for which
instructions have been issued, but full ownership has not yet transferred to the Diocese.
This detailed work is necessary because in many circumstances the schools are now
physically different and it is necessary to ensure that the transfers relate purely to the
school function and no other uses which may now be on site. There is a legal obligation
to transfer ownership under Education legislation (Education Act 1946 or Schools
Standards and Framework 1998).

Work commenced on the first transfers in 2008/09, and further schools were identified in
2011/12, mainly as a result of Primary School Amalgamations, which resulted in the
change of the category of a number of schools. These schools will be removed from the
Council’s balance sheet on completion of the legal transfer. The total net book value for
these schools still included as at the balance sheet date is £10.260m.
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In addition there are a number of primary schools where a small part of the site is required
to transfer from the Council to the Diocese, these are mainly as a result of extensions to
schools which have been built across land still in Shropshire Council ownership (e.g.
former playing field land). Work is ongoing to legally transfer these further sections and
they are not included in the Council’s balance sheet.

Academy Schools

Where the School land and premises are in the freehold ownership of the Council, these
are now leased by the Council to the Academy school on a 125 year peppercorn rent.
On this basis the schools are now listed in the Council’s fixed asset register at nil value.
No transfers took place in 2022/23.

At balance sheet date Department of Education approval had been granted for one school
to convert to Academy status. The school converted to Academy School status in early
2023/24 financial year. The school was in Council freehold ownership and a lease to the
school on a 125 year peppercorn rent has been completed as part of the transfer. The
value of the school in the 2022/23 accounts is £1.090m. This is considered as a non-
adjusting event after the reporting date.

Depreciation
The following useful lives have been used in the calculation of depreciation:

= Council Dwelling — componentised depreciation basis, using the Planned
Programme Approach. The components are depreciated on a straightline
basis over their useful life (10-80 years) for Decent Homes Standard; with the
residual amount (excluding land) depreciated over 150 years.

= Other Land and Buildings — average 5 to 60 years range.

= Vehicles, Plant, Furniture & Equipment — 5 to 25 years.

= Infrastructure — 5 to 100 years.

Capital Commitments

At 31 March 2023, the Council has entered into a number of contracts for the purchase,
construction or enhancement of Property, Plant and Equipment or to provide grant
funding to other bodies for a capital purpose in 2022/23 and future years budgeted to cost
£33.450m. Similar commitments at 31 March 2022 were £33.501m. The major
commitments were:

Highways & Transport schemes - £18.424m

HRA New Build Programme - £6.849m

Whitchurch Medical Practice - £3.497m

Rural Broadband - £2.122m

School Future Place Planning Programme - £1.747m

Revaluations

The Council carries out a rolling programme that ensures that all Property, Plant and

Equipment required to be measured at current value is revalued at least every five

years and are subject to an annual desktop review, in year where a full valuation is not

undertaken. All valuations are undertaken by External Valuers for the General Fund and
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HRA assets. Valuations of land and buildings were carried out in accordance with the
methodologies and bases for estimation set out in the professional standards of the
Royal Institution of Chartered Surveyors. Vehicles, plant, furniture and equipment are
held on historic cost basis.

The significant assumptions applied in estimating the current values are:

» For all assets valued on a DRC or EUV basis an apportionment of each
valuation has been made between land and buildings. The apportionment is
provided only for the financial purposes, but this does not necessarily reflect
how each asset would be treated in the open market.

= Valuation is based on the continuation of the existing uses for all of those
properties that are owner occupied by Shropshire Council. Assumed that the
properties are all occupied and/or operated in accordance with a valid
planning permission. Valuers have not carried out any enquiries into
highways or other statutory matters and have assumed there is nothing that
would affect value.

» |n accordance with instructions from Shropshire Council, Valuers have not
undertaken any Building Surveys, test of services or site investigations and
have prepared valuations on the basis that all properties (sites and buildings)
are:

e Free of any matters (including deleterious materials or contamination)
that could otherwise affect value;
