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NARRATIVE REPORT

Introduction

Local Authority accounts, like those of any organisation, are prepared to comply with a series of rules
and conventions set by the accounting profession. However, for Local Authorities there are many types
of transaction where the law, which takes precedence, requires a different treatment from the accounting
rules. This effectively means that local authorities are trying to simultaneously fulfil two conflicting sets of
rules when preparing their accounts.

This conflict is addressed by having Authorities present a set of financial statements which comply with
the accounting rules, followed by a reconciliation of those statements to the accounts as prepared under
the legal rules. This reconciliation essentially takes the form of a list of adjustments for items which must
be in the accounts per the accounting rules but are not allowed in them under law, and vice versa. It is
the legal rules that must be used when calculating budget requirements, council tax and housing rents.

As aresult, all the Council’s internal reporting and decision-making is based purely on accounts prepared
under the legal rules. The only time it prepares accounts that comply with the accounting rules is when it
prepares this document. It is crucial to bear this in mind when reading the statements.

The Statement of Accounts brings together the major financial statements for the financial year 2023/24.
The statements and the notes that accompany them give a full and clear picture of the financial position
of Bromsgrove District Council.

The sections are:

o Narrative Report — An overview of the Council’s financial and operational performance, main
objectives, Governance, key risks, and strategies for future service delivery

e Statement of Responsibilities — The responsibilities of the Council and its Chief Financial Officer
in respect of the Statement of Accounts

¢ Movement in Reserves Statement — The movement in the year on the different reserves held
by the Council

e Comprehensive Income and Expenditure Statement — This shows the accounting cost in the
year of providing services. It is prepared in accordance with generally accepted accounting
practices. This is different from the amount to be funded from taxation

e Balance Sheet — The value of the assets and liabilities recognized by the Council and the Group
as at 31st March 2024

e Cash Flow Statement — Inflows and outflows of cash or cash equivalents. The flows are revenue
and capital transactions with third parties

e Statement of Accounting Policies — Outlines the significant accounting policies adopted by the
Council

¢ Notes to the Financial Accounts — The Statements are supported by technical notes

e The Collection Fund and Notes — Shows the transactions of the separate fund used for the
collection of Council Tax and Non-Domestic Rates (NNDR) and its distribution to local
government bodies and the government

e Statement of Accounting Policies — Outlines the significant accounting policies adopted by the
Council

e Group Accounts - Sets out the income and expenditure for the year and financial position at the
balance sheet date of the Council and any companies or other organisations, which the Council
either controls or significantly influences

These financial statements have been prepared in line with the Code of Practice on Local Authority in

Accounting the United Kingdom 2023/24 (the Code). lItis the purpose of this report to explain, in an easily
understandable way, the financial facts and performance in relation to Bromsgrove District Council.

Bromsgrove District Council 1
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NARRATIVE REPORT

Our District

Bromsgrove District Council sits within the West Midlands. It has a population of 96,000 over an area of 84
square miles. It has 45,000 homes and businesses and 31 Councillors over 30 Wards.

The District has an above-average number of over 60s, with concentrations of people in several smaller towns
and villages. Many residents commute to Birmingham, but despite that it has the highest percentage of
business start-ups in England. It has isolated areas of deprivation and high median income levels.

Elections are held once every four years, with the latest all out elections being held in May 2023. All
seats are contested together. The Council has a ‘leader and cabinet’ form of governance, which means
the Council delegates authority to decide some matters to a ‘cabinet’ called the cabinet committee, which
is chaired by the Leader of the Council. The cabinet committee manages much of the ordinary business
of the Council, with the full council having the final say on matters of strategic policy, budget, and council
tax.

The Council, along with Redditch Borough Council, were one of the first Councils in the country to form a
shared service in 2008. This means we have a single team serving both Councils. Bromsgrove also host
services such as Worcestershire Regulatory Services which is pan Worcestershire.

The Council’s vision is “To enrich the lives and aspirations of all our residents, businesses and visitors
through the provision of high-quality services that ensure those most in need receive the appropriate help,
support and opportunities.” Following the elections in 2023, the administration of the Council has changed
to a joint Conservative/Independent coalition. A new Council Strategy is being worked in to be
implemented in the 2024/5 financial year. Until that time the existing vision and strategy will continue to
be followed.

Strategic Purpose

Bromsgrove District Council is committed to providing residents with effective and efficient services that
not only meet their needs but understand them as well. Through considering what really matters to our
residents, we have developed six key priorities, supported by six strategic purposes. Working to the
purposes will help us to understand the needs of the District and how, together with our partners, we can
improve the lives of our residents and the prospects for Bromsgrove District as a whole.

Bromsgrove District Council 2



NARRATIVE REPORT

Agenda Iltem 5
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Performance

The impact of both Covid-19 and Brexit are still amongst the most significant economic events which are
currently facing the UK. The Council is now moving out of the Global Covid-19 Pandemic however this
recovery period and the impact of funding the pandemic itself has had a significant impact on the
Country’s economy and Council services.

Bromsgrove District Council 3
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The impact on the UK from higher interest rates and inflation, a weakening economic outlook, an uncertain
political climate due to an upcoming general election, together with war in Ukraine and the Middle East, has
been major influences on both the Country and Council services.

The Bank of England (BoE) increased Bank Rate to 5.25% in August 2023, before maintaining this level in
September and then again in November

The UK formally left the European Union on 31 January 2020. It is still currently difficult to quantify what
the full impact has been on the council, but the most obvious implications are to importing goods.

The uncertainties about future economic conditions make medium term financial planning even more
challenging for the Council. The Council will continue to monitor the impact and provide updates.

Financial Performance
The following items have had an impact on the 2023/24 Financial Statements.
Organisational Performance

The Council implemented a new financial system on the 8 February 2021. This severely impacted the
Council’s ability to report financially during the 2021/22 financial year with the only reported financial
monitoring being for period 11. Because of this, and the impact this had on the delivery of the 2020/21
accounts, in October 2022 the External Auditors issued a S24 Statement linked to the late delivery of the
2020/21 Accounts in November 2022 and the associated impact this had on the robustness of financial
information.

This S24 Statement was updated in October 2023 to include delivery of the audited 2020/21, 2021/22
and 2022/23 accounts. Since April 2022 the Council, with Redditch, have been operating a financial
recovery plan to rectify this situation. This has included the correction of the underlying issue in the
financial system in November 2022. This is reflected in the Governance Statement.

In September 2024, due to the number of Councils across England with unaudited accounts, the new
Government implemented “backstop legislation”. This meant that Council Accounts up to the 2022/23
financial year had to be presented, and the 30-day public consultation period completed by the 13
December 2024. The Council hit this timescale for the 2020/21 and 2021/22 Accounts but only achieved
this on the 3 January 2025 for the 2022/23 Accounts.

These 2023/24 Accounts also have a “backstop date” imposed by the Government of the 28 February
2025 to be presented and have completed the 30-day public consultation period.

The Council has “Disclaimer Opinions” for the 2020/21 through to 2022/23 Accounts. This Opinion,
linked to the “Backstop Legislation,” has been issued to multiple Councils across the Country. It is not
clear how these multiple “Disclaimer Opinions” for Councils will affect the sector and how they might
impact how the Council’'s new Auditors workplans for their 2023/4 External Audits Report and ongoing
Audit Opinions for the Council.

For the whole of the 2023/24 financial year the Council have reported on joint finance and organizational
performance through a quarterly finance and performance report to Cabinet.

Governance
Bromsgrove District Council recognises that it is responsible for ensuring that its business is conducted in

accordance with the law and proper standards, and that public money is safeguarded and properly
accounted for, and used economically, efficiently, and effectively.

Governance is about how the Council ensures that it is doing the right things, in the right way.

e A Council Constitution which clearly sets out the roles and responsibilities for Councillors

Bromsgrove District Council 4
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A transparent decision-making process through Council, Cabinet and Regulatory Committees
Review and scrutiny of decisions through the Overview and Scrutiny Committee

Behaving with integrity supported through a Code of Conduct

Managing risk through the Corporate Management Team and Audit, Standards and Governance
Committee

Clear strategic priorities linked to the needs of our communities and customers

Regular performance management linked to strategic priorities and managed through a dashboard
which is easily accessed and updated

Having robust and regular financial management

e Having good communication with Councillors, employees, and the Community

The Council undertakes an annual review of its governance arrangements, and this is summarised in the
Annual Governance Statement.

Reserves, Financial Performance and Financial Position
Financial Outlook

The Medium-Term Financial Plan 2023/24 — 2025/26 was approved by Council on 22 February 2023 and
provides the framework within which spending decisions can be made. The plan addresses how the
Council will provide financial funding to the Strategic Priorities and ensure residents receive quality
services to meet their needs in the future.

When reviewing the budget projections consideration is made of the impact of demand on service and
the costs associated with this demand. This may result in additional costs, associated with maintaining
current service delivery, or reductions in anticipated income revenue over the next three years. This has
been exacerbated by the move back to “normal working” in 2023/24 as we move out of the Covid-19
pandemic and the significant impact that the war in Ukraine is having on the national and local economy.

We have continued to see the significant drops of income seen in previous years as one-off Government
Grant funding to support for the most vulnerable in our community, both individuals and businesses, due
to the Covid-19 pandemic stopping. In addition, due to the upcoming General Election, the 2023/4 Local
Government Financial Settlement was only a single year in length which makes medium terms planning
difficult to achieve.

There continues to be considerable pressure facing the Council over the next three years as a result of a
number of issues including:

e A significant nationally negotiated Pay Award of circa 5% for which there is no central funding
which impacts the Council by £718k a year.

e A requirement to re-baseline the SLM leisure contract which impacts the Council by £400k in
2023/24 reducing to £275k in 2025/26.

o Reprofiling the fleet replacement, as there is still no final Environment Green Paper at a cost of
£258k

However, to partially offset this two significant factors bring the Council back to an almost a break even
ongoing budget position. These are:
e Implementation of the 2023/24 to 2025/26 triennial Pension revaluation, at an ongoing savings
of £1,019k a year.
e The Conversion of 50% of the Utilities increase established in Tranche 1 of the 2023/24 budget
as actual increases have not been of the magnitude of the additional budget established £351k.

The main source of income continues to be Council Tax. The Chancellors’ November 2023 update still

allows Councils to increase Council Tax by 1.99% or £5 per annum without a referendum. The medium-
term financial plan assumes a further 1.99% increase per annum in future years.

Bromsgrove District Council 5
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NARRATIVE REPORT

A summary of the approved Medium Term Financial Plan is provided below and shows that the Council
has a projected overspend position in 2023/24 of £250k which reduces to a surplus position in 2024/5.
However, an ongoing shortfall in future years of £431k from 2025/26 still needs addressing in future
budgets to avoid using general reserves to balance the budget.

Bromsgrove Position Statement

2023124 | 2024425 | 2025126
" soo0 [ soo0 [ Eo00

Base Budget Position 22123 MTFP

Expenditure 11,348 12,077 12,347
Funding 10,360 10,864 -10,724
MNet 1.588 1.213 1623
Revised Gap 1,588 1,213 1,623
Fressures
G0 Funding for Climate Change Officer 30 30 30
Savings Options
Environmental Services Partnership ] -25 <50
Semvice Reviews -140 =330 406
Town Hall -0 Bri 1] Brii]
Finance ¥aoancies 100 =100 =100
rMRP -100 100 100
Fension Fund -EEZ -BB3 BB
Engage Capacity Grid [One OFf) -200 200 0
1024 Increase in Fees and Charges -8z -383 =330
Total Savings -1.625 -1.847 -1.748
Revised Position -37 -634 -125
Pressures
Fay Fressure Year 1 e b bl
Fay Fressure Future Years [13) ] 1] 155
Transport Fressure 32 33 34
Contracts Pressures 150 155 60
Core Pressures S00 906 1,067
Updated Position 863 272 942
Ltiltie= Inflation LI T2 702
Tranche 1 Final Diaft Position 1.565 974 1,644

Draft Local Government Financial Settlement

Mew Homes Bonus =127

Services Grant 68

Funding Guarantes 02T

C Tax Baze Reduction 24

Business Ratesfinvestment Inc Rebaseline 517 =200 =200

Future Years Settlements - assumption -1.000 -1,.000
Settlement Draft Amounts =175 =1.200 =1,.200

Additionsl Pensions Savings =356 =356 =356

Converstion of 502 of Utilities to a Reserve -351 -351 -351
Revised Deficit -857 -933 -263

HNew Pressures [Enownd Ongoing)

Flest Refurbishment 124 254 254
SLM Contract Rebasing 400 KL Fei
Apprentiship Scheme 50 50 50
Diats Anslyst 25 25 25
Flanning Enforcement 25 25 B
WRS Increase 349 50 61
Cost of &l out Elections &7 0 0
Under Recovery of 22§23 Council Taxz 132 1] 1]
Increased pay award - 50 23 140 140 0
Total 1,107 889 694
Fevised Draft Position 250 -44 431

Bromsgrove District Council 6
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Risks and Opportunities

The Council recognises that it has a responsibility to manage risks effectively in order to control its assets and
liabilities, protect its employees and community against potential losses, minimise uncertainty in achieving its
goals and objectives, and to maximise the opportunities to achieve its vision.

Risk management is managed through the Corporate Management Team and Audit Governance & Standards
Committee. Its key corporate risks at the end of the 2023/24 financial year classified as highest priority, as
reported to this Committee were:

Non-adherence with Statutory Inspection Policies.

Protection from Cyber Attack.

Financial Position Rectification.

Delivery of Levelling Up Initiative.

The New Customer Facing Interface.

The impact of the new Environment Bill.

Six other “Corporate Risks” were classified as Amber.

The most significant financial risk the Council faces is the correction of issues with its new financial system.
As set out in “Organisation Performance” section above, with the implementation of “backstop legislation” for
English Councils Accounts and the issuing of “Disclaimer Opinions” for significant numbers of Councils,
including Bromsgrove, the impact of this decision locally and nationally is yet to be fully understood.

Expenditure and Funding Analysis

The Expenditure and Funding Analysis is set out on page 16. The objective is to demonstrate to Council
taxpayers and housing rent payers how the funding available to the Authority (i.e., Government grants, Council
tax, rents, and business rates) for the year has been used in providing services in comparison with those
resources consumed or earned by authorities in accordance with generally accepted accounting practices.
The Expenditure and Funding Analysis also shows how this expenditure is allocated for decision-making
purposes between the Council’s strategic purposes. Income and expenditure accounted for under generally
accepted accounting practices is presented more fully in the Comprehensive Income and Expenditure
Statement.

A summary of the net expenditure as reported through the management accounts compared with the budget
for 2023/24 is shown below:

2023/24 2023/24 2023/24
Full Year Actual Adjusted
Budget Provisional
Outturn
Variance
Regulatory Client 239,871 316,457 76,586
Business
Transformation &
Organisational
Development 1,813,586 1,609,481 (204,105)
Corporate
Budgets &
Services 1,446,605 1,138,738 (307,867)
Community &
Housing GF
Services 1,102,638 1,233,395 130,757

Bromsgrove District Council 7
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Environmental
Services 3,410,080 4,230,821 820,741
Financial &
Customer
Services 1,401,755 2,269,955 868,200
Legal, Democratic
& Property
Services 1,181,962 1,489,905 307,943
Planning,
Regeneration &
Leisure Services 1,349,503 1,610,767 261,264
Net Budget 11,946,000 | 13,899,520 1,953,520

The actuals reported above are based on the management accounts for the Authority. The management
accounts are prepared on controllable budgets and there is a difference to the definitions used in the
Comprehensive Income and Expenditure Statement and the Expenditure and Funding Analysis. As an
example, the management accounts would record and manage any direct revenue financing of capital
expenditure within the strategic priority, but this would be recorded as other income and expenditure in the
Expenditure and Funding Analysis.

The main variances to budget in each strategic area are as below.
Regulatory Client — £77k overspend

Within Regulatory Client there has been a decrease in anticipated taxi licensing fees alongside various other
overspends.

Business Transformation & Organisational Development — £204k underspend

Within Business Transformation & Organisational Development there is a large underspend on ICT purchases
of £368k offset by overspends in Business Transformation on salaries and agency costs of £53k, Corporate
Staff costs of £26k and Policy service of £67k. There are other various smaller overspends.

Community and Housing General Fund Services - £131k overspend

Within the Community and Housing General Fund Services the overspend is due to a number of factors. There
are a number of staff vacancies within the service which have been offset by a number of small variances
across a range of areas resulting in a total net overspend of £131k across the service in total.

Corporate Services - £308k underspend
Within Corporate Services the ‘Corporate’ service areas has a projected underspend due to savings against
pensions, offset by additional expenditure on initiatives.

Environmental Services — £821k overspend

Within Environmental Services there are two key areas that impact on budgets, fleet costs and salaries. Within
fleet costs there is an overspend due to maintenance, fuel and Insurance costs. The fleet used across the
service area is generally beyond its life cycle, especially within the waste service. A revised fleet replacement
programme is designed to ensure we have a more reliable fleet across the service which will result in lower
maintenance costs and associated hire costs in order to deliver statutory responsibilities.

Financial & Customer Services — £868k overspend

There are salary underspends due to vacancies in Finance which are offset by additional agency costs. There
have also been high levels of agency and consultancy costs in the finance service area due to the improvement
programme for the accounts of £360k.

There have been additional costs relating to Housing Benefit for Bed and Breakfast accommodation of £470k
and additional one off costs for 2023/24 of £196k for the Revenues Single System.

These have been offset by a underspends in a number of other areas.

Bromsgrove District Council 8
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Legal, Democratic and Property Services — draft outturn position £308k overspend

Within Legal, Democratic and Property Services there was no budget for the elections with a pressure of
£200k. There were also pressures on the Artrix for business rates of £150k. There was an increase in
forecasted income for property rental income offset by an overspend on agency fees. There was also an
underspend on the Market.

Planning, Regeneration and Leisure Services — £261k overspend

Within Planning, Regeneration and Leisure Services there are a number of factors resulting in a £261k
overspend. There are additional costs for NWEDR, an overspend in Development Management due to
Professional Fees including Solicitor Fees and Planning Enforcement and an overspend on the Town Centre.
There were also a number of other underspends across the service which net off this position.

Reserves

The Council's General Fund position has increased from an opening position of £13.104m by statutory
adjustments, offset by the overspend position of £1.954m to a closing balance of £13.520m.

Earmarked reserves have reduced from an opening position of £11.159m to a closing position of £11.014m.

Capital
Expenditure was £4m against capital budgets of £11.1m approved for the year. This is an £7.1m underspend.

There have been significant underspends in capital during the year. This has been due to delayed starts in
projects and slower spend than anticipated.

Explanation of the Accounting Statements

The Statement of Accounts sets out the Council’'s income and expenditure for the year, and its financial position
at 31 March 2024. It comprises core and supplementary statements, together with supporting notes. The
format and content of the financial statements is prescribed by the CIPFA Code of Practice on Local Authority
Accounting in the United Kingdom 2023/24, which in turn is underpinned by International Financial Reporting
Standards. A glossary of key terms and abbreviations can be found at the end of this publication.

The Core Statements are:

The Comprehensive Income and Expenditure Statement — this records all of the Council’'s income and
expenditure for the year. The top half of the statement provides an analysis by service area / directorate. The
bottom half of the statement deals with corporate transactions and funding.

The Movement in Reserves Statement is a summary of the changes that have taken place in the bottom-
half of the Balance Sheet over the financial year.

Reserves are divided into “usable”, which can be invested in service improvements or capital investment or
reduce local taxation, and “unusable” which must be set aside for specific purposes. This includes those that
hold unrealised gains and losses (for example the revaluation reserve), where amounts become available to
provide services if the assets are sold, and those that hold timing differences which are shown in the Movement
in Reserves Statement Line ‘Adjustments between accounting basis and funding basis under the regulations.

The statement shows how the movements in year of the council’s reserves are broken down between gains
and losses incurred in accordance with generally accepted accounting practices and the statutory adjustments
required to return the amounts chargeable to council tax for the year. The net increase or decrease line shows
the statutory general fund balance movements in the year following those adjustments.

The Balance Sheet is a ‘snapshot’ of the Council’'s assets, liabilities, cash balances and reserves as at the
year-end, 31 March 2024.

Bromsgrove District Council 9
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The Cash Flow Statement shows the reason for changes in the Council’s cash balances during the year, and
whether that change is due to operating activities, new investment or financing activities (such as borrowing
or other long-term liabilities).

The Supplementary Statements are:

The Collection Fund summarises the transactions relating to Council Tax and business rates collection, and
the redistribution of Bromsgrove District Council and the Town & Parish Councils within the Bromsgrove district.
The Annual Governance Statement which sets out the governance structures of the Council and its key internal
controls.

The Annual Governance Statement which sets out the governance structures of the Council and its key
internal controls.

Bromsgrove District Council 10
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STATEMENT OF RESPONSIBILITIES FOR THE STATEMENT OF ACCOUNTS

Statement of Responsibilities

The Authority’s responsibilities

The Authority 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 accordance with proper practices
as set out in the CIPFA/LASAAC Code of Practice on Local Authority. In this Authority, that officer is
the Chief Finance Officer

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

e Approve the Statement of Accounts

The Chief Finance Officer’s responsibilities

The Chief Finance Officer is responsible for the preparation of the Authority’s Statement of Accounts in
accordance with proper practices as set out in the CIPFA/LASAAC Code of Practice on Local Authority
Accounting in the United Kingdom (the Code).

In preparing this statement of accounts, the Chief Finance Officer has:
e Selected suitable accounting policies and then applied them consistently.
e Made judgements and estimates that were reasonable and prudent.
e Complied with the Local Authority Code.
The Chief Finance Officer has also:
o Kept proper accounting records which were up to date.
e Taken reasonable steps for the prevention and detection of fraud and other irregularities.

CERTIFICATE

| certify that the Statement of Accounts presented here gives a true and fair view of the financial position of
the Authority at the accounting date and of its income and expenditure for the year ended 31st March 2024.

Director of Finance and Resources (Chief Finance Officer)

In accordance with regulation 10(3) Accounts and Audit Regulations 2016, the statement of accounts is
approved by the Chair of the Audit, Governance and Standards Committee.

Bromsgrove District Council 11
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COMPREHENSIVE INCOME AND EXPENDITURE STATEMENT

Comprehensive Income and Expenditure Statement for the year ended 31 March 2024

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 regulations; this may be different from the accounting cost. The taxation position is shown in
the Movement in Reserves Statement.

2023/24 2022/23
£000 £000 £000 £000
Notes Expenditure Income Expenditure Income
Business Transformation and Organisational Development 2,753 (936) 1,816 2,919 (902) 2,017
Community and Housing GF Services 3,301 (895) 2,406 3,407 (1,817) 1,591
Corporate Services 1,673 (402) 1,270 1,626 (380) 1,246
Environmental Services 14,612 (8,395) 6,218 15,137 (7,450) 7,687
Financial and Customer Services 13,670 (11,114) 2,556 14,201 (10,674) 3,527
Legal, Democratic and Property Services 3,332 (1,745) 1,586 2,848 (1,279) 1,569
Planning, Regeneration and Leisure Services 4,018 (2,028) 1,989 4,032 (1,781) 2,251
Regulatory Client 614 (291) 323 537 (292) 245
WRS 5,116 (4,956) 160 5,262 (4,274) 989
Starting Well 0 0 0 1 0 1
Cost of Services 49,087 (30,762) 18,326 49,970 (28,848) 21,122
Other Operating Expenditure B4 1,258 (247) 1,011 1,019 772) 247
Financing and Investment Income and Expenditure B5 66 (269) (203) 4077 (2,796) 1281
Taxation and Non-Specific Grant Income and Expenditure B6 11,054 (28,858) (17,804) 19,830 (33,467) (13,637)
(Surplus) or Deficit on Provision of Services 1,330 9,012
(Surplus) or deficit on revaluation of Property, Plant and Equipment D1 380 (3,969)
Remeasurement of the net defined benefit liability/(asset) E1l (4,801) (4,352)
Other Comprehensive Income and Expenditure (4,421) (8,321)
Total Comprehensive Income and Expenditure (3,091) 691

Bromsgrove District Council
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MOVEMENT IN RESERVES STATEMENT

Movement in Reserves Statement for the year ended 31 March 2024

This statement shows the movement in the year on the different reserves held by the Authority, analysed into ‘usable reserves’
(i.e. those that can be applied to fund expenditure or reduce local taxation) and other reserves. The Surplus or (Deficit) on the
Provision of Services line shows the true economic cost of providing the Authority’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 for council tax setting. The Net Increase / (Decrease) before Transfers to Earmarked Reserves line
shows the statutory General Fund Balance before any discretionary transfers to/(from) earmarked reserves undertaken by the
Council.

General St ) et Capital Total Total Total

General General " .
Fund Fund Fund Receipts Usable Unusable  Authority

Balance Reserve Reserves Reserves Reserves
Reserves Balance

£000 0[0]0] £000 0[0]0] £000 £000 £000

Balance as at 31 March 2022

Movement in reserves during the year
Total Comprehensive Income and Expenditure (9,012) 0 (9,012) 0 (9,012) 8,321 (691)

Adjustments between accounting basis & funding

basis under regulations 5,182 0 5,182 203 5,385 58,155 63,540

Net Increase/Decrease before Transfers to
Earmarked Reserves

Transfers to or from earmarked reserves 2,699 (2,699) 0 0 0 0 0
(Increase)/Decrease in Year (1,131) (2,699) (3,830) 203 (3,627) 66,476 62,849
Balance as at 31 March 2023

Movement in reserves during the year
Total Comprehensive Income and Expenditure (1,330) 0 (1,330) 0 (1,330) 4,421 3,091

Adjustments between accounting basis & funding

basis under regulations 1,602 0 1,602 10 1,612 (1,612) 0

Net Increase/Decrease before Transfers to
Earmarked Reserves

Transfers to or from earmarked reserves 145 (145) 0 0 0 0 0
(Increase)/Decrease in Year 417 (145) 272 10 282 2,809 3,091

Balance as at 31 March 2024

Bromsgrove District Council 13
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BALANCE SHEET

Balance Sheet as at 31 March 2024

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 (assets less liabilities) are matched by the reserves held by the Council. Reserves are reported in two
categories. The first category of reserves are usable reserves, i.e. those reserves that the Authority may use to provide services,
subject to the need to maintain a prudent level of reserves and any statutory limitations on their use (for example, the Capital
Receipts Reserve that may only be used to fund capital expenditure or repay debt). The second category of reserves included
reserves that hold unrealised gains and losses (for example, the Revaluation Reserve), where amounts would only become
available to provide services if the assets are sold; and reserves that hold timing differences in the Movement in Reserves
Statement line ‘Adjustments between accounting basis and funding basis under regulations.

31st March 2024 31st March 2023
Notes

£000 £000
Property, Plant & Equipment D1 69,488 66,748
Intangible Assets D2 725 532
Long Term Debtors D3 331 331
Long Term Assets 70,544 67,611
Short Term Investments F1 2,900 1,250
Inventories D8 537 649
Short Term Debtors E2 8,280 6,296
Cash and Cash Equivalents F1 (3,858) 425
Current Assets 7,859 8,620
Other Short Term Liabilities E2 (7,500) (2,000)
Short Term Creditors E2 (6,573) (3,246)
Provisions D5 (1,189) (3,253)
Revenue Grants received in advance (3,136) (3,069)
Current Liabilities (18,398) (11,568)
Other Long Term Liabilities E2 9,464 (3,529)
Capital Grants received in advance (2,261) (445)
Long Term Liabilities 7,203 (3,973)
Net Assets 67,209 60,690
Usable reserves C3 25,079 24,798
Unusable Reserves C4 42,130 35,892
Total Reserves 67,209 60,690

Bromsgrove District Council

14



Agenda Iltem 5

CASH FLOW STATEMENT

Cash Flow Statement at 31 March 2024

The Cash Flow Statement shows the changes in cash and cash equivalents of the Authority during the reporting period. The
statement shows how the Authority 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 Authority are funded by way of taxation and grant income or from the recipients of services
provided by the Authority. Investing activities represent the extent to which cash outflows have been made for resources which
are intended to contribute to the Authority’s future service delivery. Cashflows arising from financing activities are useful in
predicting claims on future cashflows by providers of capital (i.e. borrowing) to the Authority.

Notes 2023/24 2022/23

£000 0[0]0)
Net surplus or (deficit) on the provision of services (1,330) (9,012)
Adjustment to surplus or deficit on the provision of services for F2 2423 15,872
non-cash movements
Adjustments for items included in the net surplus or deficit on the
provision of services that are investing and financing activities F3 0 0
Net cash flows from Operating Activities 1,093 6,860
Investing Activities F4 (5,377) (8,907)
Financing Activities F5 0 0
Net increase or (decrease) in cash and cash equivalents (4,284) (2,047)
Cash and cash equivalents at the beginning of the reporting
period 426 2,473
Cash Balance at End of Period (3,858) 426
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NOTES TO THE COMPREHENSIVE INCOME AND EXPENDITURE STATEMENT

B1. Expenditure and Funding Analysis

2023/24 2022/23

Net Expenditure Adjustments Net Expenditure in Strategic Purpose Net Expenditure Adjustments Net Expenditure in
Chargeable to the between the the Chargeable to the between the the
General Fund Funding and Comprehensive General Fund Funding and Comprehensive
Accounting Basis Income and Balances Accounting Basis Income and
Expenditure Expenditure
Statement Statement
£000 £000
2,198 (382) 1,816 Business Transformation and Organisational Development 2,641 (624) 2,017
2,466 (59) 2,406 Community and Housing GF Services 1,634 (43) 1,591
1,327 (56) 1,270 Corporate Services 1,399 (153) 1,246
8,977 (2,760) 6,218 Environmental Services 11,558 (3.871) 7,687
2,556 0 2,556 Financial and Customer Services 3,527 0 3,527
1,786 (200) 1,586 Legal, Democratic and Property Services 1,891 (322) 1,569
2,482 (493) 1,989 Planning, Regeneration and Leisure Services 3,139 (888) 2,251
323 0 323 Regulatory Client 245 0 245
570 (410) 160 Worcester Regulatory Services 1,955 (966) 989
0 0 0 Startwell 1 0 1
(25,078) 8,083 (16,996) | other Income and Expenditure (649) 11,461 (12,110)

[ 13104] Opening General Fund Balance [ ez

Less/Plus Surplus or (Deficit) on General Fund Balance in Year
_ Closing General Fund Balance at 31 March _
Bromsgrove District Council 16
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NOTES TO THE COMPREHENSIVE INCOME AND EXPENDITURE

STATEMENT

B2. Adjustments between Funding and Accounting Basis

Adjustments
for Capital

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

Purposes
amounts

£000

Net change
for the
Pensions
Adjustments

20(0]0)

Statutory
Adjustments

B3. Expenditure and Income Analysed by Nature

gg\sllgl(;;; 'I(;rr?tnsformatlon and Organisational 199 182 0

Community and Housing GF Services 0 59 0 59
Corporate Services 0 56 0 56
Environmental Services 1,743 1,016 0 2,760
Financial and Customer Services 0 0 0 0
Legal, Democratic and Property Services 53 146 0 200
Planning, Regeneration and Leisure Services 261 232 0 493
Regulatory Client 0 0 0 0
WRS 0 410 0 410

| Net Cost of services === |
Other Income and Expenditure from the Expenditure
and Funding Analysis 0 0 0 0

Expenditure: 2023/24 2022/23
p{0[0]0) £000
Employee Benefits Expenses 16,446 19,852
Other Expenditure 28,290 30,145
Depreciation, Amortisation, Impairment 2,340 2,605
Interest Payments 4,849 4,077
Precepts and Levies 1,887 9,566
Gain on the Disposal of Assets (247) (772)
Income: 2023/24 2022/23
£000 £000
Fees, Charges and other service Income (7,198) (6,148)
Interest and Investment Income (269) (2,796)
Income for Council tax, non-domestic rates, district rate income (19,428) (27,731)
Government grants and Contributions (17,884) (12,871)
Internal Recharges (7,457) (6,915)

Bromsgrove District Council
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NOTES TO THE COMPREHENSIVE INCOME AND EXPENDITURE
STATEMENT

Revenue from contracts with Service Recipients

The policy on fees and charges is that all services should be charged where it is appropriate to do so unless there
are conflicting policies for legal reasons not to do so. The charge should (subject to market conditions) aim to
maximise income from fees and charges by ensuring that the full cost of provision and enforcement is recovered,
unless there are contrary policies, legal or contractual reasons.

Where the Council continues to subsidise the cost of services provided to customers, the level of subsidy should
be clearly understood by the service. Charges must be linked to both service and strategic objectives and be clearly
understood.

The direct implications of charging for residents, and the indirect implications for public, private and voluntary sector
partners should be clearly understood. Any concessionary scheme should be based on ability to pay and be applied
in a consistent and transparent approach across all Council services. Where appropriate, annual inflationary uplifts
will be applied by the Council and approved through the budget setting process.

B4. Other Operating Income and Expenditure

2022/23

20[0]0) 20[0]0)

2023/24

Parish council precepts 1,258 1,019
(Gains)/losses on the disposal of non current assets (247) (772)
Total 1,011 247

B5. Financing and Investment Income and Expenditure

2022/23

£000 20[0]0)

2023/24 |

Net interest on the net defined benefit liability (asset) 66 1,310
Interest receivable and similar income (269) (29)
Total (203) 1,281
B6. Taxation and Non-Specific Grant Income and Expenditure

2023/24 2022/23
£000 £000

Income
Council Tax Income (10,280) (10,382)
Non Domestic Rates Income and Expenditure (8,545) (8,886)
Non-ring-fenced government grants 1,023 6,560
Capital Grants and Contributions 2 929

Bromsgrove District Council
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NOTES TO THE COMPREHENSIVE INCOME AND EXPENDITURE
STATEMENT

B7. Members Allowances

2023/24 2022/23
§2(0]0]0] £000
Basic Allowances 148 148
Special Allowances 72 68
Expenses Inc. Car Allowances

B8. External Audit Costs

The Council has incurred the following costs relating to the annual audit of the statement of accounts,
certification of grant claims and other services provided by the Council’s external auditors.

2023/24 2022/23
£000 00]0]
Fee Variations agreed for External Audit * 28 53
Housing Benefit Audit 31 26
Fees payable with regard to external audit services carried out by
the appointed auditor for the year 149

B9. Grant Income

The Authority credited the following grants, contributions and donations to the Comprehensive Income and
Expenditure Statement in 2023/24.

2023/24 2022/23
Credited to Taxation and Non-Specific Grant Income £000 £000
RSG 425 (974)
New Homes Bonus (400) (898)
Section 31 (3,912) 9,365
Capital Grants 0 (445)
Non ring-fenced Grant 13,822 2,391

2023/24 2022/23
Credited to Services £000 ‘ £000
MHCLG NNDR Cost of Collection (127) (127)
MHCLG Homelessness Grants (296) (220)
MHCLG COVID 19 0 (218)
DWP Admin Grant 0 (219)
DWP Housing Benefit Subsid 10,863 10,360
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NOTES TO THE COMPREHENSIVE INCOME AND EXPENDITURE
STATEMENT

B10. Employees Remuneration

Since 2010/11, the Management Team has been shared between Bromsgrove District Council and Redditch
Borough Council, with each Authority being charged 50% of the cost of each post.

Salary, Fees
and Pension 50% share to Revised

Allowances Contribution Total Redditch

Officers Remuneration Redditch Borough Council (50% recharged to Bromsgrove District Council):

Chief Executive - 2022/23 162,497 25,463 187,960 93,980 93,980
Kevin Dicks to

01/10/2023 2023/24 83,720 13,991 97,711 48,856 48,856
Executive Director 2022/23 31,488 4,942 36,430 18,215 18,215
of Finance &

Resources up to 2023/24 0 0 0 0 0
6th July 2022

Director of Finance 2022/23 116,958 0 116,958 58,479 58,479

& Resources from
7th July 2022 and

Deputy Chief Exec 2023/24 162,685 o| 162,685 81,343 | 81,343

from 1st October

2023

Head Of Legal & 2022/23 99,785 15716 | 115,501 57,751 | 57,751

Democratic

Sorvices 2023/24 102,738 17271 | 120,009 60,005 | 60,005

Total 2022/23 410,728 46,121 | 456,849 228,425 | 228,425
2023/34 349,143 31,262 | 380,405 190,203 | 190,203

Officers Remuneration Redditch Borough Council (50% recharged to Bromsgrove District Council):

Salary, Fees

and Pension 50% share to
Allowances  Contribution Total Bromsgrove
£ £ £ £
Deputy Chief 2022/23 130,171 21,357 151,529 75,764 75,764
Executive and
Executive Director
of Leisure,
Environmental &
Community to 2023/24 122,756 21,323 144,079 72,040 72,040
30/08/2023 and
acting Chief
Executive from
01/09/2023
Executive Director
of Leisure 2022/23 0 0 0 0 0
Environmental &
Community from 2023/23 66,380 11,559 77,939 38,969 38,969
01/09/2023
Total 2022/23 509,412 62,536 571,948 285,974 285,974
2023/24 538,279 64,144 602,423 301,211 301,211

The Authority’s other employees receiving more than £50,000 remuneration for the year (excluding employer’s
pension contributions) were paid the following amounts:

Bromsgrove District Council
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NOTES TO THE COMPREHENSIVE INCOME AND EXPENDITURE
STATEMENT

2023/24 2022/23
£50,001 to £55,000 4 2
£55,001 to £60,000 6 5
£60,001 to £65,000 10 10
£65,001 to £70,000 2 0
£70,001 tof 75,000 0 0
£75,001 to £80,000 1 0
£80,001 to £85,000 0 0
£85,001 to £90,000 2 5
£90,001 to £95,000 2 0
£95,001 to £100,000 1 1
£100,001 to £105,000 1 0
£105,001 to £110,000 1 1
£110,001 to £115,000 0 0
£115,001 to £120,000 0 0
£120,001 to £125,000 0 0
£125,001 to £130,000 0 0
£130,001 to £135,000 0 0
£135,001 to £140,000 0 1
Total 30 25

B11. Termination Benefits

The Council had a number of exit packages with total cost per band and total cost of the compulsory and other
redundancies are set out in the following table:

Exit package cost Number of Total number of Total cost of exit
band (including compulsory Number of other exit packages by packages in each
special payments) redundancies departures agreed cost band band
2022/23  2023/24  2022/23  2023/24  2022/23 | 2023/24 | 2022/23 | 2023/24
£0-£20,000 0 0 2 3 2 3 33,708 23,558
£20,001 - £40,000 0 0 0 0 0 0 0 0
£40,001 - £60,000 0 0 0 0 0 0 0 0
Total cost included in
bandings 33,708 23,558
Recha_rge to Redditch Borough (16,854) | (11,779)
Council

Recharge to Worcestershire
Regulatory Services

Cost to Bromsgrove District
Council

Exit Packages undertaken by
Redditch Borough Council with a

0 0

16,854 11,779

shared cost to Bromsgrove 0 0
District Council
Total cost included in the CIES 16,854 11,779
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NOTES TO THE MOVEMENT IN RESERVES STATEMENT

C1. 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 Authority in the year in accordance with proper accounting practice to the resources that are specified
by statutory provisions as being available to the Authority to meet future capital and revenue expenditure. The
following sets out a description of the reserves that the adjustments are made against.

General Fund Balance

The General Fund is the statutory fund into which all the receipts of an Authority are required to be paid and
out of which all liabilities of the Authority are to be met, except to the extent that statutory rules might provide
otherwise. These rules can also specify the financial year in which liabilities and payments should impact upon
the General Fund Balance, which is not necessarily in according with proper accounting practice. The General
Fund Balance therefore summarises the resources that the Council is statutorily empowered to spend on its
services or on capital investment (or the deficit of resources that the Council is required to recover) at the end
of the financial year. For housing authorities, however, the balance is not available to be applied to funding
HRA services.

Usable Reserves

Balance Sheet as at 31 March 2024 General Capital Capital Movement

Fund Receipts Grants in Unusable

Balance Reserve Unapplied Reserves

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 cost (transferred to (or from) the Pensions
Reserve)

4,801 0 0 (4,801)

Council tax and NDR (transfers to or from the

Collection Fund) 104 0 0 (104)

Reversal of entries included in the Surplus or Deficit
on the Provision of Services in relation to capital
expenditure (these items are charged to the Capital
Adjustment Account)

Adjustments between Revenue and Capital Resources

1,208 0 0 (1,208)

Transfer of non-current asset sale proceeds from (10) 10 0 0
revenue to the Capital Receipts Reserve

Capital expenditure financed from revenue balances

(transfer to the Capital Adjustment Account) (1,501) 0 0 1,501

Adjustments to Capital Resources

Use of the Capital Receipts Reserve to finance 0 0 0 0
capital expenditure
Application of capital grants to finance capital

; 0 0 0 0
expenditure
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NOTES TO THE MOVEMENT IN RESERVES STATEMENT

Usable Reserves

Balance Sheet as at 31 March 2023 General Capital Capital Movement

Fund Receipts Grants in Unusable

Balance Reserve Unapplied Reserves
F(0]0]0] £000 £000 £000

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 cost (transferred to (or from) the Pensions
Reserve) 2,955 0 0 (2,955)
Financial Instruments (transferred to the Financial 0 0 0 0
Instruments Adjustments Account)
Council tax and NDR (transfers to or from the
Collection Fund) 5,206 0 0 (5,206)
Holiday pay (transferred to the Accumulated 0 0
Absences reserve)
Equal pay settlements (transferred to the Unequal 0 0
Pay / Back Pay Account)
Reversal of entries included in the Surplus or Deficit
on the Provision of Services in relation to capital
expenditure (these items are charged to the Capital 3,160 0 0 (3,160)
Adjustment Account)
Items in suspense to be discussed with auditors 0 0 0 0

Adjustments between Revenue and Capital Resources

Transfer of non-current asset sale proceeds from

revenue to the Capital Receipts Reserve 254 (254) 0 0
Statutory Provision for the repayment of debt 0 0 0 0
(transfer to the Capital Adjustment Account)

Capital expenditure financed from revenue balances

(transfer to the Capital Adjustment Account) (2.088) 0 0 2,088

Adjustments to Capital Resources

Use of the Capital Receipts Reserve to finance 0 0 0 0
capital expenditure
Application of capital grants to finance capital

; 0 0 0 0
expenditure
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NOTES TO THE MOVEMENT IN RESERVES STATEMENT

C2. Movements in Earmarked Reserves

This note sets out the amounts set aside from the General Fund and in earmarked reserves to provide financing
for future expenditure plans and the amounts posted back from earmarked reserves to meet General Fund
expenditure in 2022/23 and 2023/24.

General Fund:

Balance
as at 31

March
2022

NEUSES

In

2022/23

Transfers
Out

2022/23

Transfers

Balance
as at 31
March
2023

2023/24 2023/24

Transfers
In Out

Balance
as at 31
March
2024

Building Control Other 7 0 0
Building Control Partnerships 82 0 0
Commercialism 0 0 0
Community Services 271 50 0
Economic Regeneration 1,348 0 0
Election Services 51 34 0
Environmental Services 27 0 0
Financial Services 4,705 0 0
Housing Schemes 864 0 0
ICT/Systems 197 0 0
Leisure/Community Safety 151 0 (36)
Local Neighbourhood

Partnersh?ps 16 0 0
Other 67 0 0
Planning & Regeneration 133 330 0
Regulatory Services (Partner

Shgre) y ( 73 12 0
Shared Services (Severance

Costs) ( 311 0 0
Covid-19 (General Covid Grant) 766 0 0
Covid-19 (Collection Fund) 4,789 0 (3,185)
Shopmobility Donations 0 0 0

Council Tax Hardship Fund

Artrix Holding Trust

C3. Usable Reserves

Bromsgrove District Council

31/03/2024 31/03/2023

£000 £000

Capital Receipts Reserve 545 535
General Fund Balances 13,520 13,104
Earmarked Reserves 11,014 11,159
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NOTES TO THE MOVEMENT IN RESERVES STATEMENT

Capital Receipts Reserve

These are receipts from the sale of Council assets, which have not yet been used to finance capital
expenditure.

31/03/2024 31/03/2023
£000 £000
Balance 1 April 535 332

Caiital Receiits in iear 10 203
Less:
Capital Receipts used for financing 0 0

Since 1 April 2016, Local Authorities have had more flexibility in the use of capital receipts. There is greater
scope to use the capital receipts to fund upfront costs that will generate ongoing savings and/or transform
service delivery. All of the £0.545m is available to be used either for financing capital investments or funding
projects qualifying for the flexible use.

C4. Unusable Reserves

31/03/2024  31/03/2023

£000 £000

Revaluation Reserve 24,776 21,423
Capital Adjustment Account 7,994 14,067
Pensions Reserve 9,486 632
Collection Fund Adjustment Account 62 (42)
Accumulated Absences Account (188) (188)

Revaluation Reserve

The Revaluation Reserve contains the gains made by the Authority arising from increases of its Property, Plant

and Equipment.

The balance is reduced when assets with accumulated gains are:

¢ Revalued downwards or impaired and the gains are lost.

e Used in the provision of services and the gains are consumed through depreciation, or disposed of

and the gains are realised.

The Reserve contains only revaluation gains accumulated since 1 April 2007, the date that the Reserve was
created. Accumulated gains before that date are consolidated into the balance on the Capital Adjustment

Account.
31/03/2024  31/03/2023
£000 £000
Balance at 1 April 21,423 7,344
Upward revaluation of assets 3,353 14,079
Surplus or deficit on _re_valuation of n_o_n-current a_ssets not posted 0 0
to the Surplus or Deficit on the Provision of Services

Bromsgrove District Council
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NOTES TO THE MOVEMENT IN RESERVES STATEMENT

Capital Adjustment Account

31/03/2024  31/03/2023

(0]0]0] (0]0]0]
Reversal of items relating to capital expenditure debited or
credited to the Comprehensive Income and Expenditure
Statement:
Charges for depreciation and impairment of non-current assets (2,257) (2,515)
Revaluation losses on Property, Plant and Equipment 0 0
Amortisation of Intangible Assets (83) (90)
Revenue expenditure funded from capital under statute (4,001) 0

Use of the Capital Receipts Reserve to finance new capital
expenditure

Application of grants to capital financing from the Capital Grants
Unapplied Account

268 4,607

Movements in the market value of Investment Properties debited
or credited to the Comprehensive Income and Expenditure 0 0
Statement

Pensions Reserve

The Pensions Reserve absorbs the timing differences arising from the different arrangements for accounting
for post-employment benefits and for funding benefits in accordance with statutory provisions. The Authority
accounts for post-employment benefits in the Comprehensive Income and Expenditure Statement as benefits
are earned by employees accruing years of service, updating the liabilities recognised to reflect inflation,
changing assumptions and investment returns on any resources set aside to meet the costs. However,
statutory arrangements require benefits earned to be financed as the Authority makes employers contributions
to pension funds or eventually pays any pensions for which it is directly responsible. The debit balance on the
Pensions Reserve therefore shows a substantial shortfall in the benefits earned by past and current employees
and the resources the Authority has set aside to meet them. The statutory arrangements will ensure that
funding will have been set aside by the time the benefits come to be paid.

31/03/2024  31/03/2023

£000 £000
Balance at 1 April 632 (46,503)
Remeasurements of the net defined benefit liability/(asset) 11,048 46,307
Reversal of items relating to retirement benefits debited or
credited to the Surplus or Deficit on the Provision of Services in (4,810) (1,986)
the Comprehensive Income and Expenditure Statement
Employers' pensions contributions and direct payments to
pensioners payable in the year 2,616 2,814
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NOTES TO THE MOVEMENT IN RESERVES STATEMENT

Collection Fund Adjustment Account

The Collection Fund Adjustment Account manages the differences arising from the recognition of Council tax
and non-domestic rates income in the Comprehensive Income and Expenditure Statement as it falls due from
Council tax and business rate payers compared with the statutory arrangements for paying across amounts to
the General Fund from the Collection Fund.

31/03/2024  31/03/2023
(00]0) (0]0]0)
Balance at 1 April

Amount by which council tax and non-domestic rates income

credited to the Comprehensive Income and Expenditure
Statement is different from council tax income calculated for the
year in accordance with statutory requirements

Accumulated Absences Account

The Accumulated Absences Adjustment Account absorbs the differences that would otherwise arise on the
General Fund Balance from accruing for compensated absences earned but not taken in the year, e.g. annual
leave entitlements carried forward at 31 March. Statutory arrangements require that the impact on the General
Fund Balance is neutralised by transfers to or from the Account.

31/03/2024  31/03/2022

£000 £000
Balance at 1 April (188) (188)
Settlement or cancellation of accrual made at the end of the 188 188
preceding year
Amounts accrued at the end of the current year (188) (188)
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£¢ abed

D1. Property, Plant and Equipment

Current Year

Operational Operational Vehicles, Infrastructure Community Assets  Surplus Total
Land Building Plant and assets under Asset PP&E

Equipment construction

£000 £000 £000 £000 £000 £000 £000 £000

_Costorvawaon [ | | | | 1 | | |

Adjustments re prioryears | | | | 1

1,724 2,689
0 0 0 0 0 0 0

Additions
Revaluation increases/decreases to Revaluation
Reserve

Rev_a]uation increa_sgs/decreasgs to Surplus or 0 0 0 0 0
Deficit on the Provision of Services

Other movements 0 (380) 0 0 0

0

Depreciation and Impairment

Adjustments re prior years - ! ! ! [ [ |

Depreciation Charge 0 (1,253) (915) (89) 0
Depreciation written out on Revaluation Reserve 0 0 0 0 0
Depreciation written out on Revaluation taken to 0 0 0 0 0

Surplus or Deficit on the Provision of Services

Net Book Value

Bromsgrove District Council
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D1. Property, Plant and Equipment
Comparative Year

Additions
Revaluation increases/decreases to Revaluation
Reserve

Revaluation increases/decreases to Surplus or
Deficit on the Provision of Services

Other movements

7€ abed

Depreciation and Impairment

Depreciation Charge
Depreciation written out on Revaluation Reserve

Depreciation written out on Revaluation taken to
Surplus or Deficit on the Provision of Services

Net Book Value

Bromsgrove District Council

Operational
Land

£000

Cost or Valuation I R B

0
0

Operational
Building

£000

7,014
(1,574)

17,605
0

(1,278)
1,574

0

Vehicles,
Plant and
Equipment

£000

(1,456)
0

0

Infrastructure

£000

58
0

(83)
0

0

Community
assets

£000

536
0

Assets
under
construction

£000

Adjustments re prior years | 3481 | 482 o] o] o] o

0
0

0

Adjustments re prior years o] ol @] ol ol ol o

Surplus Total
Asset PP&E

£000 £000

0
0
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Depreciation
All assets have been depreciated using a reducing balance method.

The Council’s valuers and surveyors have determined the useful economic life of the assets. Buildings have a
useful life of between 15 to 100 years. Vehicles, plant and equipment and software licences have a useful life of
between 5 to 10 years.

Valuation of Property, Plant and Equipment

The basis for valuation of individual classes of asset owned by the Council is explained in the Accounting Policies.
The net book value as at 31 March represents the value of the assets belonging to the Council. The Council
conducts a rolling programme that ensures that all Property, Plant and Equipment is measured at current value at
least every five years. Bruton Knowles have been instructed to act as the Council’s valuers for 2023/24.

Valuations of land and buildings are conducted in accordance with the methodologies and bases for estimation set
out in the professional standards of the Royal Institution of Chartered Surveyors.

The Council manages the Collection Fund and accounts for business rates on behalf of itself, Worcestershire
County Council, Hereford and Worcester Fire and Refuse Authority and Central Government. The Council share
of business rate assets and liabilities in 2023/24 was 40% in accordance with the Worcestershire Business Rate
Pilot Pool that operated for that year. This compared with 40% in 2022/23.

Transfers between levels of the Fair Value Hierarchy

There were no transfers between Levels 1 and 2 during the year.

Valuation Techniques used to determine Level 2 and 3 Fair Values for Surplus Assets Significant observable
inputs (Level 2)

The fair value for the assets has been based on the market value approach using current market conditions and
recent sales prices and other relevant information for similar assets in the Local Authority area. Market conditions
are such that similar properties are actively purchased and sold and the level of observable le inputs are significant,
leading to the properties being categorised at Level 2 in the fair value hierarchy.

Highest and best use of surplus assets

In estimating the fair value of the Authority’s surplus assets, the highest and best use of the assets is their current
use.

Valuation Techniques

There has been no change in the valuation techniques used during the year for surplus assets.

Valuation Process for Surplus Assets

The fair value of the Authority’s surplus assets is measured at £2.501m. Valuations have been conducted by Bruton

Knowles, in accordance with the methodologies and bases for estimation set out in the professional standards of
the Royal Institution of Chartered Surveyors.
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D2. INTANGIBLE ASSETS
The Authority accounts for its software as intangible assets, to the extent that the software is not an integral
part of a particular IT system and accounted for as part of the hardware item of Property, Plant and Equipment.
The intangible assets include both purchased licences and internally generated software.
The carrying amount of intangible assets is amortised on a straight-line basis. The amortisation of £0.083m
(£0.090m in 2022/23) charged to revenue in the current year was charged to revenue cost centres who use
the software which was mainly Revenues and Benefits, Cashiers and the IT service.
All software is assigned a useful life of seven years.

The movement in intangible assets for the year is as follows:

£000

Cost or Valuation _

Additions 276

Depreciation and Impairment

(83)

Depreciation Charge
Depreciation written out on Revaluation Reserve 0

Net Book Value

D3. Debtors

Long term debtors

2023/24
£000

2022/23

£000

Short term debtors
2023/24
£000

2022/23

£000

D4. Creditors

Other local authorities

Short term creditors

2023/24
£000

2022/23

£ 0[0]0)

Other Entities and Individuals

Bromsgrove District Council

Central Government Bodies 0 0 2,214 1,907
Other Local Authorities 0 0 1,063 347
Other entities and individuals 331 331 5,897 6,283
Less bad debt provision 0 0 894 2,241
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D5. Provisions

2023/24
Change in Balance
Balance provision Utilised as at 31
asatl during during March
April 2023 year year 2024
£000 £000 £000 £000
Business Rates Appeals (3,064) 0 2,064 (1,000)
Employee Benefits (189) 0 0 (189)
Insurance Provision

2022/23
Change in Balance
Balance provision Utilised as at 31
asatl during during March
April 2022 year year 2023
£000 £000 £0[0]0] £000
Business Rates Appeals (335) (2,729) 0 (3,064)
Employee Benefits (189) 0 0 (189)

Insurance Provision

Business Rates Appeals Provision

Within the Collection Fund, the Council has set aside provision for any potential liabilities because of business
rates appeals against rateable value. A provision has been made for all outstanding appeals relating to the
rate revaluation undertaken in 2010 and 2017 and set aside a provision for General Practitioner and Automated
Teller Machines (ATMs) where there was a legal challenge in place against unsuccessful rating appeals. The
challenge was upheld in May 2020 and payments have been made during the financial year.

There is no allocation of the business rates appeals to the Council because of the arrangements in place
whereby Worcestershire County Council have taken the lead of a Pilot Business Rates Pool covering all of
Worcestershire, securing 75% of the business rates. The Council has continued to receive a share of the
business rate resources in the General Fund based on a no detriment basis.

D6. Capital Expenditure and Financing

The total amount of capital expenditure incurred in the year is shown in the table below (including the value of
assets acquired under finance leases and PFI contracts), together with the resources that have been used to
finance it. Where capital expenditure is to be financed in future years by charges to revenue as assets are
used by the Authority, the expenditure results in an increased in the Capital Financing Requirement (CFR)
which is a measure of the capital expenditure incurred historically by the Authority that has yet to be financed.
The movement in the CFR is analysed in the second part of this note.
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Capital Expenditure and Capital Financing 2023/24 2022/23
£000 $(00[0)
Opening Capital Financing Requirement 32,614 26,649
Capital Investment
Property, Plant and Equipment 4,926 8,135
Investment Properties 0 0
Intangible Assets 276 45
Long Term Debtor 0 143
Revenue Expenditure Funded from Capital under Statute 865 1,182

Sources of finance

Capital receipts (10) (203)
Government grants and other contributions 0 (445)
Other Contributions 0 0
Sums set aside from revenue:

Direct revenue contributions: 0 (2,892)
General Fund 0 0
Minimum Revenue Provision (MRP) 0 0

Explanation of movements in year

Increase in underlying need to borrowing (supported by
government financial assistance)

Increase in underlying need to borrowing (unsupported by
government financial assistance)

6,057 5,965

!

D7. Assets Held for Sale
There were no assets held for sale as at 31 March 2024. To be an asset held for sale, it requires the Council
to be committed to plan to sell the asset which is available for imnmediate sale, being actively marketed and a
sale is highly probable within twelve months.

D8. Inventories

Details of the Authority’s surplus assets and information about the fair value hierarchy as at 31 March 2024
and 2023 are as follows:

Consumable Stores

2023/24 2022/23

£000 | £000

Balance outstanding at start of year 649 528
Purchases 129 325
Recognised as an expense in year 241 204
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E1. Defined Benefit Pension Scheme
Retirement Benefits

Participation in the Local Authority Pension Scheme

Discretionary post-retirement Benefits

Discretionary post-retirement benefits on early retirement are an unfunded defined benefit arrangement, under
which liabilities are recognised when awards are made. There are no planned assets built up to meet these
pension liabilities.

Transactions relating to post-employment Benefits.

The Authority recognises the cost of retirement benefits in the reported cost of service when they are earned
by employees, rather than when the benefits are eventually paid as pensions. However, the charge the
Authority is required to make against Council tax is based on the cash payable in the year, so the real cost of
post-employment / retirement benefits is reversed out of the General Fund and Housing Revenue Account via
the Movement in Reserves Statement. The following transactions have been made in the Comprehensive
Income and Expenditure Statement and the General Fund balance via the Movement in Reserves Statement
during the year.

Local Discretionary
Government Benefits
Pension Scheme

2023/24 2022/23 2023/24 2022/23
£000 £000

Comprehensive Income and Expenditure
Statement
Cost of services:
Service cost comprising: |
Current service

1,958 4,206 0 0
cost
Past service cost 82 0 0 0
(Gain)/loss from 0 0 0 0
settlements

Financing and Investment Income and Expenditure:
Net Interest expense
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Other post-employment benefits charged to the
Comprehensive Income and Expenditure

Statement

Remeasurement of the net defined benefit liability
comprising:

Return on plan assets (excluding the amount
included in the net interest expense)

7,355 1,394 0 0

Actuarial gains and losses arising on changes in
demographic assumptions (1.624) (2,252) 0 0

Actuarial gains and losses arising on changes in
financial assumptions (1.761) (56.828) 0 187

Actuarial gains and losses arising on changes in
Experience 752 11,021 0 (43)

Movement in Reserves Statement

Reversal of net charges made to the Surplus or Deficit on
the Provision of Services for post-employment benefits in (4,801) (4,352)
accordance with the Code

Employers' contributions payable to scheme 2,066 2,814 0 131

Retirement benefits payable to pensioners (3,783) (3,765) 0 (2,874)

Pension Assets and Liabilities recognised in the Balance Sheet

The amount included in the Balance Sheet arising from the Authority's obligation in respect of its defined benefit
plans is as follows:

Local Government Discretionary Benefits
Pension Scheme

2023/24 2022/23 2023/24  2022/23

00]0] £000 £000 £000
Present value of the defined obligation (99,211) (98,396)
Fair value of plan assets 107,497 98,975
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The present value of the defined obligations includes as an estimated cost following the decision of the
Sargeant/McCloud cases (generally referred to as McCloud), which rules that the transitional protections
offered to older members of the Public Service Pension Schemes were amended, constituted unlawful age
discrimination. The Government has accepted that remedies relating to the McCloud judgement will need to
be made in relation to all public service pension schemes including the Local Government Pension Scheme.
However, whilst it is highly unlikely that the exact form of the remedy will be known in the immediate future,
and therefore any cost at this stage can only be an estimate.

Local Government Discretionary
Pension Scheme Benefits

2023/24 2022/23 2023/24 2022/23
£000 £000 £000 £000

Opening fair value of scheme 08,975 | 94,934 0 0
assets
Interest income 4,610 2,654 0 0
Remeasurement gain/(loss):
the return on plan assets, excluding the
amount included in the net interest 4,902 1,692 0 0
expense
Contributions from employer 2,066 2,814 0 131
Contributions from employees into the scheme 727 688 0 0
Benefits/transfers paid (3,783) | (3,765) 0 (131)
Administration costs 0 (42) 0 0

Reconciliation of the present value of the scheme liabilities

Local Government Discretionary
Pension Scheme Benefits

2023/24 2022/23  2023/24  2022/23

£000 £000 £000 £000
Opening balance at 1 April (96,956) | (141,353) (1,440) (1,762)
Current service cost (1,958) (4,206) 0 0
Interest cost (4,595) (3,914) 0 (48)
Contributions from scheme participants (727) (688) 0 0

Remeasurement (gains) and
losses:

Experience (gains/losses) (752) (11,021) 110 (209)
Financial Assumptions (gains/losses) 1,761 56,828 0 422
Demographic Assumptions (gains/losses) 1,624 2,252 0 26
Past service cost (82) 0 0 0
Losses/(gains) on curtailments where relevant (59) 0 0
Benefits/transfers paid 3,914 3,765 0 131
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Local government pension scheme assets comprised:

Fair value of scheme
assets

31/03/2024  31/03/2023

£000 £000

Cash and cash eguivalents 1,830 1,460
Equities:

UK quoted 63,606 103

Overseas quoted 0 22,117

PIV - UK managed 0 12,447

PIV - UK managed (overseas) 0 36,107

PIV - Overseas managed 0 720

Securities 11,344 0

Private Equity 49 0
Sub-total equity | 74998 71494 |
Bonds:

Other Corporate 2,123 1,189

UK Government Fixed 0 1,366

Sub-total bonds

Property:
UK Property Debt 0 1,063
Overseas Property Debt 0 709
UK Property Funds 5,756 6,732
Overseas REITs 2,834 0

Sub-total property

Alternatives

UK Infrastructure 18,782 5,755
European Infrastructure 1,174 3,836
US Infrastructure 0 3,197
UK Stock Options 0 512
Overseas Stock Options 0 (256)
Corporate Private Debt 0 1,918

Sub-total alternative funds

All scheme assets have quoted prices in active markets.
Basis for estimating assets and liabilities.

Liabilities have been assessed on an actuarial basis using the projected unit method, an estimate of the
pensions that will be payable in future years dependent on assumptions about mortality rates, salary levels,
etc. Both the Local Government Pension Scheme and discretionary benefits liabilities have been assessed
by Hymans Limited, an independent firm of actuaries, estimates for the County Council Pension Fund being
based on the latest full valuation of the scheme as at 1 April 2023.
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The significant assumptions used by the actuary are set out below:

Local Government Discretionary Benefits
Pension Scheme Arrangements
2023/24 202223 | 202324 2022/23
Mortality assumptions:
Longevity at 65 current pensioners:
Men 21.3 22.0 21.3 22.0
Women 23.6 24.2 23.6 24.2
Longevity at 65 for future pensioners:
Men 22.6 23.3 22.6 23.3
Women 25.5 26.1 25.5 26.1
Financial assumptions:
Rate of inflation 2.75% 2.7% 2.75% 2.7%
Rate of increase in salaries 4.25% 4.2% 4.25% 4.2%

Impact on the Authority’s cashflows

The objectives of the scheme are to keep employers’ contributions at as constant a rate as possible. The
County Council has agreed a strategy with the scheme’s actuary to achieve a funding level of 100% over the

next 20 years. Funding levels are monitored on an annual basis.

The scheme takes account of the national changes to the scheme under the Public Pensions Services Act
2013. Under the Act, the Local Government Pension Scheme in England and Wales and the other main
existing public service schemes may not provide benefits in relation to service after 31 March 2014 (or service
after 31 March 2015 for other main existing public service pension schemes in England and Wales). The Act
provides for scheme regulations to be made within a common framework, to establish new career average
revalued earnings schemes to pay pensions and other benefits to certain public servants.

Bromsgrove District Council
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E2. Financial Instruments

Investments
31/03/2023

31/03/2024

Current
Debtors
31/03/2024  31/03/2023

Total
31/03/2024 31/03/2023

Investments
31/03/2024 31/03/2023

Non-Current
Debtors
31/03/2024 31/03/2023

Financial Assets
Cash and Cash Equivalents
Loans and Receivables

Total Financial Assets

Non-Financial Assets

Total

£000 £000

0 0
2,900 1,250
2,900 1,250

0 0
2,900 1,250

£000 £000

(3,858) 425
8,280 6,296
4,422 6,721

0 0
4,422 6,721

0[0]0] 0[0]0]

(3,858) 425
11,180 7,546
7,322 7,971
0 0
7,322 7,971

0[0]0] 0[0]0]

0 0
0 0
0 0
0 0
0 0

£000 £000

331 331
0 0
331 331
0 0
331 331

Total
31/03/2024 31/03/2023
£000 £000
331 331
0 0
331 331
0 0
331 331

Borrowing

31/03/2024  31/03/2023
£000 £000

Current
Creditors
31/03/2024  31/03/2023

£000 £000

Total
31/03/2024 31/03/2023
£000 £000

Borrowing
31/03/2024  31/03/2023
£000 £000

Non-Current
Creditors
31/03/2024 31/03/2023

Total
31/03/2024 31/03/2023

Financial Liabilities

£000 £000

£000 £000

Carried at Contract amount (7,500) | (2,000) 6,569) | (3,246) (6,569) (5,246) 0 0 0 0 0 |

Total Financial Liabilities (7,500) (2,000) (6,569) (3,246) (6,569) (5,246) 0 0 0 0 0

Non-Financial Liabilities 0 0 0 0 0 0 0 0 9,464 (3,529) 9,464 (3,529)
Total (7,500) (2,000) (6,569) (3,246) (6,569) (5,246) 0 0 9,464 (3,529) 9,464 (3,529)

The new advances are lifetime loans granted to owner occupiers which will be repaid on the sale of the property. The reclassification relates to lifetime loans

granted to owner occupiers and loans to owners of homes of multiple occupation in previous years, which will be repaid on the sale of the property. In all cases,

no interest is charged on the loans and a fair value adjustment has been made assuming the loan is repaid after 10 years.

Bromsgrove District Council
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E3. Nature and extent of risks arising from Financial Instruments
The Council’'s activities expose it to a variety of financial risks:

e Credit risk — the possibility that other parties might fail to pay amounts due to the Council.

e Liquidity risk — the possibility that the Council might not have funds available to meet its
commitments to make payments.

e Market risk — the possibility that financial loss might arise for the Council because of changes in such
measures as interest rates and stock market movements.

The Council’s overall risk management programme focuses on the unpredictability of financial markets and
seeks to minimise potential adverse effects on the resources available to fund services. Risk management is
carried out by a central treasury team, under policies approved by the Council within the annual Treasury
Management Strategy. The Council provides written principles for overall risk management, as well as written
policies covering specific areas, such as interest rate risk, credit risk and the investment of surplus cash.

Credit Risk

Credit risk arises from deposits with banks and financial institutions, as well as credit exposures to the Council’s
customers.

This risk is minimised through the Annual Investment Strategy, which requires that deposits are not made with
financial institutions unless they meet identified minimum credit criteria, as laid down by Fitch Ratings Services.

Investment decisions are made by reference to the lowest published long-term credit rating from Fitch, Moody’s
or Standard & Poor’s. Where available, the credit rating relevant to the specific investment or class of
investment is used (for example the rating assigned to a secured investment), otherwise the counterparty credit
rating is used. Credit ratings are obtained and monitored by the Council’s Treasury Advisors, who will notify
changes in the ratings as they occur. Where an entity has its credit rating downgraded so that it fails to meet
the approved investment criteria then:

¢ No new investment will be made.
¢ Any existing investments that can be recalled or sold at no cost will be, and

e Full consideration will be given to the recall or sale of all other existing investments with the affected
counterparty.

The Council defines ‘high credit quality’ organisations and securities as those having a credit rating of A- or
higher that are domiciled in the UK or a foreign country with a sovereign rating of AA+ or higher. For Money
Market Funds and other pooled funds ‘high credit quality’ is defined as those having a credit rating of A- or
higher.

The credit criteria in respect of financial assets held by the Council are detailed below:

Banks Banks Government Corporates Registered
Unsecured Secured P Providers
£ Unlimited 50
UK Govt n/a n/a imt n/a n/a
years
£2.5m £2.5m £2.5m £2.5m fim
AAA
5 years 20 years 50 years 20 years 20 years
£2.5m £2.5m £2.5m £2.5m fim
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AA+ 5 years 10 years 25 years 10 years 10 years
£2.5m £2.5m £2.5m £2.5m £im
AA
4 years 5 years 15 years 5 years 10 years
£2.5m £2.5m £2.5m £2.5m fim
AA-
3 years 4 years 10 years 4 years 10 years
£2.5m £2.5m £2.5m £2.5m fim
A+
2 years 3 years 5 years 3 years 5 years
£2.5m £2.5m £2.5m £2.5m fim
A
13 months 2 years 5 years 2 years 5 years
£2.5m £2.5m £2.5m £2.5m fim
A-
6 months 13 months 5 years 13 months 5 years
flm £3m fim £500k
None n/a
6 months 25 years 5 years 5 years
Pooled funds £2.5m per fund or trust

Banks Unsecured: call and notice accounts, deposits, certificates of deposit and senior unsecured bonds
with banks and building societies. These investments are subject to the risk of credit loss via a bail-in
should the banking regulator determine that the bank/building society is failing or likely to fail.

Banks Secured: covered bonds, reverse repurchase agreements and other collateralised arrangements
with banks and building societies. These investments are exempt from bail-in and are secured on the
financial institution’s assets, which limits the potential losses in the unlikely event of insolvency.

Government: Investments with local authorities or guaranteed by national governments, investments with
multilateral development banks. These are not subject to bail-in, and there is an insignificant risk of insolvency.
Investments with the UK Central Government may be made in unlimited amounts for up to 50 years.
Investments with the Debt Management Account Deposit Facility (DMADF) are guaranteed by HM Treasury.
Following advice from the Council’s treasury advisors, no upper limit was imposed on investments with the
DMADF.

Corporates: Loans, bonds, and commercial paper issued by companies other than banks and registered
providers. These investments are not subject to bail-in but are exposed to the risk of the company going
insolvent.

Pooled Funds: Shares in diversified investment vehicles consisting of the any of the above investment types,
plus equity shares and property. These funds have the advantage of providing wide diversification of
investment risks, coupled with the services of a professional fund manager in return for a fee. Short-term
Money Market Funds that offer same-day liquidity and very low or no volatility will be used as an alternative
to instant access bank accounts, while pooled funds whose value changes with market prices and/or have
a notice period will be used for longer investment periods.

Liquidity risk

The Council has a comprehensive cash flow management system that seeks to ensure that cash is available
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E4.

as needed. If unexpected movements happen, the Council has ready access to borrowings from the money
markets and the Public Works Loan Board. There is no significant risk that it will be unable to raise finance to
meet its commitments under financial instruments.

Interest Rate Risk

The Council is exposed to risk in terms of its exposure to interest rate movements on its borrowings and
investments. Movements in interest rates have a complex impact on the Council. For instance, a rise in interest
rates would have the following effects:

e Borrowings at variable rates — the interest expense charges to the Surplus / Deficit on the Provision of
Services will rise

e Borrowings at fixed rates — the fair value of the borrowings will fall

e Investments at variable rates — the interest income credited to the Surplus / Deficit on the Provision of
Services will rise

e Investments at fixed rates — the fair value of the asset will fall

Borrowings are not carried at fair value, so nominal gains and losses on fixed rate borrowings would not impact
on the Surplus / Deficit on the Provision of Services or Other Comprehensive Income and Expenditure.
However, changes in interest payable and receivable on variable rate borrowings and investments will be
posted to the Surplus / Deficit on the Provision of Services and affect the General Fund Balance.

The Council is exposed to risk in terms of its exposure to interest rate movements on its investments. It has a
number of strategies for managing interest rate risk and these are addressed in the Treasury Management
Strategy. In 2023/24, the Council had no variable long-term investments or borrowings.

Price Risk
The Council, excluding its exposure to the Pension Fund, does not invest in equity shares.
Leases

Leases are classified as finance leases, where the terms of the lease transfer all the risks and rewards
incidental to ownership of the property, plan or equipment from the lessor to the lessee. All other leases are
classified as operating leases.

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

Arrangements that do not have the legal status of a lease but convey a right to use an asset in return for
payment are accounted for under this policy where fulfiiment of the arrangement is dependent on the use of
specific assets.

The Authority as Lessee — Finance Leases

Property, plant and equipment held under finance leases is recognised on the Balance Sheet at the
commencement of the lease at its fair value measured at the lease’s inception (or the present value of the
minimum lease payments, if lower). The asset recognised is matched by a liability for the obligation to pay the
lessor. Initial direct costs of the Authority are added to the carrying amount of the asset. Premiums paid on
entry into a lease are applied to writing down the lease liability. Contingent rents are charged as expenses in
the period in which they are incurred.

Lease payments are apportioned between:
e Acharge for the acquisition of the interest in the property, plan or equipment — applied to write down
the lease liability, and

e A finance charge (debited to the Financing and Investment Income and Expenditure line in the
Comprehensive Income and Expenditure Statement)
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Property, plant and equipment held under finance leases is recognised on the Balance Sheet at the
commencement of the lease at its fair value measured at the lease’s inception (or the present value of the
minimum lease payments, if lower). The asset recognised is matched by a liability for the obligation to pay the
lessor. Initial direct costs of the Authority are added to the carrying amount of the asset. Premiums paid on
entry into a lease are applied in writing down the lease liability. Contingent rents are charged as expenses in
the periods in which they are incurred.

Lease payments are apportioned between:

e Acharge for the acquisition of the interest in the property, plant or equipment — applied to write down
the lease liability, and

e A finance charge (debited to the Financing and Investment Income and Expenditure line in the
Comprehensive Income and Expenditure Statement)

Property, Plant and Equipment recognised under finance leases is accounted for using the policies applied
generally to such assets, subject to depreciation being charged over the lease term if this is shorter than the
asset’s estimated useful life (where ownership of the asset does not transfer to the Authority at the end if the
lease period).

The Authority is not required to raise Council tax to cover depreciation or revaluation and impairment losses
arising on leased assets. Instead, a prudent annual contribution is made from revenue funds towards the
deemed capital investment in accordance with statutory requirements. Depreciation and revaluation and
impairments losses are therefore substituted by a revenue contribution in the General Fund Balance, by way
of an adjusting transaction with the Capital Adjustment Account in the Movement in Reserves Statement for
the difference between the two.

The Council has no finance leases.

Operating Leases

Rentals paid under operating leases are charged to the Comprehensive Income and Expenditure Statement
as an expense of the services benefiting from use of the leased property, plant or equipment. Charges are

made om a straight-line basis over the life of the lease even if this does not match the pattern of payments
(e.g. there is a rent-free period at the commencement of the lease).

2023/24 2022/23
$=(0[0]0] 00]0]

Minimum lease rentals payable:
No later than 1 year 25 25
Later than 1 year and no later than 5 years 88 100
Later than 5 years 0 12

The Authority has entered into an agreement for a lease of land to operate a car park at Market Place,
Bromsgrove which became operational in 2017/18. The future minimum lease payments due under operating
leases in future years are set out below:

2023/24 2022/23
£000 e 0[0]0]
Minimum lease rentals payable:
No later than 1 year 63 63
Later than 1 year and no later than 5 years 176 222
Later than 5 years

0 0
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The Authority as a Lessor — Finance Leases

When the Authority grants a finance lease over a property or an item of plan or equipment, the relevant asset
is written out of the Balance Sheet as a disposal. At the commencement of the lease, the carrying amount of
the asset in the Balance Sheet (whether Property, Plant and Equipment or Assets Held for Sale) is credited to
the same line in the Comprehensive Income and Expenditure Statement as part of the gain or loss on disposal.
A gain, representing the Authority’s net investment in the lease, is 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), matched by a lease (long-term debtor) asset in
the Balance Sheet.

Lease rentals receivable is apportioned between:

e A charge for the acquisition of the interest in the property — applied to write down the lease debtor
(together with any premiums received), and

e Finance income (credited to the Financing and Investment Income and Expenditure line in the
Comprehensive Income and Expenditure Statement)

The gain credited to the Comprehensive Income and Expenditure Statement on disposal is not permitted by
statute to increase the General Fund Balance and is required to be treated as a capital receipt. Where a
premium has been received, this is posted out of the General Fund Balance to the Capital Receipts Reserve
in the Movement in Reserves Statement.

Where the amount due in relation to the lease asset is to be settled by the payment of the rentals in future
financial years, this is posted out of the General Fund Balance to the Deferred Capital Receipts Reserve in the
Movement in Reserves Statement. When the future rentals are received, the element for the capital receipt
for the disposal of the asset is used to write down the lease debtor. At this point, the deferred capital receipts
are transferred to the Capital Receipts Reserve (England and Wales).

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

The Council has no finance leases.
Operating Leases

Where the Authority grants an operating lease over a property or an item of plant or equipment, the asset is
retained in the Balance Sheet. Rental income is credited to the Other Operating Expenditure line in the
Comprehensive Income and Expenditure Statement. Credits are made on a straight-line basis over the life of
the lease, even if this does not match the pattern of payments (e.g. there is a premium paid at the
commencement of the lease). Initial direct costs incurred in negotiating and arranging the lease are added to
the carrying amount of the relevant asset and charged as an expense over the lease term on the same basis
as rental income.

The Authority, in accordance with its statutory and discretionary responsibilities, leases out property and
equipment under operating leases for the following purposes:

e For the provision of community services, such as sports and community facilities

e For the economic development purposes to provide suitable affordable accommodation for small local
businesses

e Any other purpose
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E5. Accounting Policies
General Principles

The Statement of Accounts summarises the Council’'s transactions for the 2023/24 financial year and its
position at the year-end of 31 March 2024. The statements are prepared on a general principle of a going
concern and that the functions and services provided by the Council will continue to operate for the foreseeable
future. Transfers of services under combinations of public sector bodies (such as local government
reorganisation) do not negate the presumption of going concern.

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 primarily comprise the Code of Practice on Lacal Authority Accounting in the United Kingdom
2023/24, supported by the International Financial Reporting Standards (IFRS).

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

Summary of Significant Accounting Policies
i) Revenue and Expenditure Recognition

Activity is accounted for in the year that it takes place, not simply when cash payments are made or
received. In particular:

¢ Revenue in respect of services provided is recognised when (or as) performance obligations are
satisfied by transferring promised services to the customer and is measured at the amount of the
transaction price allocated to that performance obligation. Where income is received for a specific
performance obligation that is to be satisfied in the following year, that income is deferred.

¢ Income from the sale of non-current assets is recognised only when all material conditions of sale
have been met and is measured as the sums due under the sale 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 (including services provided by employees) 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 based on the effective interest rate for the relevant financial instrument
rather than the cashflows fixed or determined by the contract.

e 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.

e The Council has set a deminimus level for accruals of creditors and debtors that are calculated
manually to avoid addition time and cost in estimating and recording accruals.

This level is reviewed annually and is currently set at £5,000. If a payment or receipt is split across
different cost centres, the limit is for the whole payment or receipt.

Exceptions to this deminimus rule where accruals are made in full are:

e Qualifying expenditure upon which income from government grant or other third parties is
dependent and associated grant income, where the grant funding would be lost if the accrual is
not made.

e Invoices for the same supply or service that are chargeable to the same service area are
aggregated where their total is over £500.

e Accruals posted based on orders that have been goods receipted on the Tech One system.
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i)

ii)

e For capital projects work in progress schedules will be obtained and accruals will be processed
on this basis

Cash and Cash Equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable without penalty on
notice of not more than 24 hours. Cash equivalents are high liquid investments that mature in three
months or less from the date of acquisition and that are readily convertible to known amounts of cash with
insignificant risk of change in value.

In the Cashflow Statement, cash and cash equivalents are shown net of bank overdrafts that are
repayable on demand and form an integral part of the Authority’s cash management.

Prior period adjustments and changes in Accounting Policies and Estimates and Errors

Prior period adjustments may arise because 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 and 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 Authority’s financial position or financial performance. Where a change is made, it is
applied retrospectively (unless stated otherwise) 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.

Charges to Revenue for Non-Current Assets

Services, support services and trading accounts are debited with the following amounts to record the cost
of the holding fixed assets during the year:

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

e Revaluation and impairment losses on assets used by the service where there are no
accumulated gains in the Revaluation Reserve against which the losses can be written off.

e Amortisation of intangible fixed assets attributable to the service

The Authority is not required to raise Council tax to fund depreciation, revaluation and impairment losses
or amortisation. However, it is required to make an annual contribution from revenue towards the
reduction in its overall borrowing requirement. This is the Minimum Revenue Provision (MRP).
Depreciation, revaluation and impairment losses and amortisations are therefore replaced by the MRP
contribution in the General Fund Balance, by way of an adjusting transaction with the Capital Adjustment
Account in the Movement in Reserves Statement for the difference for the two.

Council Tax and Non-Domestic Rates (England)

Billing Authorities act as agent, collecting Council tax and non-domestic rates (NDR) on behalf of the
major preceptors (including government for NDR) and, as principals, collecting Council tax and NDR for
themselves. Billing Authorities are required by statute to maintain a separate fund (i.e. the Collection
Fund) for the collection and distribution of amounts due in respect of Council tax and NDR. Under the
legislative framework for the Collection Fund, billing Authorities, major preceptors and central government
share proportionately the risks and rewards that the amount of Council tax and NDR collected could be
less or more than predicted.
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vi)

Accounting for Council Tax and NDR

The Council tax and NDR income included in the Comprehensive Income and Expenditure Statement is
the Authority’s share of accrued income for the year. However, regulations determine the amount of
Council tax and NDR that must be included in the Authority's General Fund. Therefore, the difference
between the income included in the Comprehensive Income and Expenditure Statement and the amount
required by regulation to be credited to the General Fund is taken to the Collection Fund Adjustment
Account and included as a reconciling item in the Movement in Reserves Statement.

The Balance Sheet includes the Authority’s share of the end of year balances in respect of Council tax
and NDR relating to arrears, impairment allowances for doubtful debts, overpayments and prepayments
and appeals.

Employee Benefits
Benefits Payable During Employment

Short-term employee benefits are those due to be settled within 12 months of the year-end. They include
such benefits as wages and salaries, paid annual leave and paid sick leave for current employees and
are re cognised as an expense for services in the year in which employees render service to the Authority.
An accrual is made for the cost of holidays entitlements (or any form of leave e.g. time off in lieu) earned
by employees but not taken before the year-end which employees can carry forward into the next financial
year. The accrual is made at the wage and salary rates applicable in the following accounting year, being
the period in which the employee takes the benefit. The accrual is charged to Surplus or Deficit on the
Provision of Services, but then reversed out through the Movement in Reserves Statement so that holiday
benefits are charged to revenue in the financial year in which the holiday absence occurs.

Termination Benefits

Termination benefits are amounts payable as a result of a decision by the Authority 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 and are charged on an accruals basis to the appropriate service or, where
applicable to the Non-Distributed Costs line in the Comprehensive Income and Expenditure Statement at
the either of when the Authority can no longer withdraw the offer of those benefits or when the Authority
recognises costs for a restructuring.

Where termination benefits involve the enhancement of pensions, statutory provisions require the General
Fund balance to be charged with the amount payable by the Authority to the pension fund or pensioner in
the year, not the amount calculated according to the relevant accounting standards. In the Movement of
Reserves Statement, appropriations are required to and from the Pension Reserve to remove the notional
debits and credits for pension enhancement termination 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.

Post Employment Benefits

Employees of the Authority are members of the Local Government Pension Scheme, administered by
Worcestershire County Council known as the Worcestershire Pension Fund (WPF). The scheme provides
defined benefits to members (retirement lump sums and pensions), earned as employees worked for the
Authority.

The Local Government Pension Scheme

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

The liabilities of the WPF attributable to the Authority 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.
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Liabilities are discounted to their value at current prices using a discount rate of 2.5% (based on the
indicative rate of return on a basket of high-quality corporate bonds, government gilts and other factors).

The assets of WPF attributable to the Authority 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 pension liability is analysed into the following components:
e Service cost comprising:

o Current service cost — the increase in liabilities because of years of service earned this
year — allocated in the Comprehensive Income and Expenditure Statement to the
services for which the employees worked.

o Past service cost — the increase in liabilities because of a scheme amendment or
curtailment whose effects relates to years of service earned in earlier years and debited
to the Surplus or Deficit on the Provision of Services in the Comprehensive Income and
Expenditure Statement as part of non-distributed costs.

o Netinterest on the net defined benefit liability, i.e. net interest expenses for the Authority
— the change during the period on the net defined benefit liability 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, considering any changes in the net defined benefit liability during the period as a
result of contribution and benefit payments.

e Remeasurements comprising:

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

o 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

o Contributions paid to the WPF — cash paid as employer’s contributions to the pension
fund in settlement of liabilities — not accounted for as an expense.

Discretionary Benefits

The Authority also has restricted powers to make discretionary awards of retirement benefits in the event
of early retirements. Any liabilities estimated to arise because of an award to any member of staff
(including teachers) are accrued in the year of the decision to make the award and accounted for using
the same policies as are applied to the Local Government Pension Scheme.

Events after the Balance Sheet date
Events after the Balance Sheet date are those events, both favourable and unfavourable, that occur
between the end of the reporting period and the date when the Statement of Accounts are authorised for

issue. Two types of events can be identified:

e Those that provide evidence of conditions that existed at the end of the reporting period — the
Statement of Accounts is adjusted to reflect such events.
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viii)
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e Those that are indicative of conditions that arose after the reporting period — the Statement of
Accounts are not adjusted to reflect such events, but where a category of events would have a
material effect, disclosure is made in the notes of the nature of the events and their estimated
financial effect.

Events taking place after the date of authorisation for issue are not reflected in the Statement of Accounts.
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 such as other 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:

¢ In the principal market for the asset or liability, or
e In the absence of a principal market, in the most advantageous market for the asset or liability

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

Financial Instruments
Financial Liabilities

Financial liabilities are recognised when the Council becomes party to the contractual provisions of the
financial instrument or, in the case of trade payables, when the goods or services have been received.
Financial liabilities are de-recognised when the liability has been extinguished — that is, the obligation has
been discharged or cancelled or has expired.

Financial liabilities are initially measured at fair value and carried at their amortised cost using the effective
interest method. The effective interest rate is the rate that exactly discounts estimated future cash
payments through the life of the asset, to the amortised cost of the financial liability. Annual charges to
the Comprehensive Income and Expenditure Statement for interest payable are based on the carrying
amount (balance carried forward) of the liability, multiplied by the effective rate of interest for the
instrument. For most of the borrowings that the Council has, this means that the amount included in the
Balance Sheet is the outstanding interest repayable, and interest charged to the Comprehensive Income
and Expenditure Statement is the amount payable for the year in the loan agreement. Accounting for
debt re-structuring or early settlement will be in accordance with the Code and relevant statute.

Financial assets are classified into the following categories:

e Financial assets at amortised cost
e Financial assets at fair value through other comprehensive income, and
e Financial assets at fair value through profit and loss

The classification is determined by the cashflow and business model characteristics of the financial
assets, as set out in the Code, and is determined at the time of initial recognition.
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Financial Assets at Amortised Cost

Financial assets measured at amortised cost are those held within a business model whose objective is
to hold financial assets to collect contractual cashflows and where the cashflows are solely payments of
principal and interest. This includes most trade receivables, loans receivable and other simple debt
instruments.

After initial recognition, these financial assets and measured at amortised cost using the effective interest
method, less any impairment. The effective interest rate is the rate that exactly discounts estimated future
cash receipts through the life of the financial asset to the gross carrying amount of the financial asset.

For most of the loans that the Council has made, this means that the amount included in the Balance
Sheet is the outstanding principal receivable, and interest credited to the Comprehensive Income and
Expenditure Statement is the amount receivable for the year in the loan agreement.

The Council has made interest free loans to homeowners (soft loans). 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 is credited at an effective rate of interest rather than interest free, 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 is managed by a transfer to or from the
Financial Instruments Adjustment Account in the Movement in Reserves Statement.

Financial Assets at Fair Value through Other Comprehensive Income or Profit and Loss Account

The Council does not hold any financial assets that require fair value adjustment through either other
comprehensive income (FVOCI) or through profit and loss (FVPL) and therefore, does not hold accounting
policies for these issues.

Impairment

For all financial assets measured at amortised cost or at fair value through other comprehensive income
(except equity instruments designated at fair value through other comprehensive income), lease
receivables and contract assets, the Council recognises a loss allowance representing expected credit
losses on the financial instrument.

The Code requires that Local Authorities shall not recognise a loss allowance for expected credit losses
on a financial asset where the counterparty for a financial asset is central government or Local Authority
for which relevant statutory provision prevent default.

The Council adopts the simplified approach to impairment, in accordance with the Code, and measures
the loss allowance for trade receivables, contract assets and lease receivables at an amount equal to
lifetime expected credit losses. For other financial assets, the loss allowance is measured at an amount
equal to lifetime expected credit losses if the credit risk on the financial instrument has increased
significantly since initial recognition, and otherwise at an amount equal to twelve month expected credit
losses.

For financial assets that have become credit impaired since initial recognition, expected credit losses at
the reporting date are measured as the difference between the net present value of all the contractual
cashflows that are due to the Council in accordance with the contract for the instrument and the net
present value of all the cashflows that the Council expects to receive, discounted at the original effective
interest rate. Any adjustment is recognised in the Surplus or Deficit on the Provision of Service as an
impairment gain or loss.
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Government Grants and Contributions

Where paid on account, by instalments or in arrears, government grants and third-party contributions and
donations are recognised as due to the Authority when there is reasonable assurance that:

e The Authority will comply with the conditions attached to the payments, and
e The grants or contributions will be received.

Amounts recognised as due to the Authority are not credited to the Comprehensive Income and
Expenditure Account until conditions attached to the grant or contribution have been satisfied. Conditions
are stipulations that specify that the future economic benefits or service potential embodied in the asset
acquired using the grant or contribution are required to be consumed by the recipient as specified, or
future economic benefits or service potential must be returned to the transferor.

Monies advanced as grants and contributions for which conditions have not been satisfied are carried in
the Balance Sheet as creditors. When conditions are satisfied, the grant or contribution is credited to the
relevant service line (attributable revenue grants and contributions) or Taxation and Non-Specific Grant
Income (non-ringfenced revenue grants and all capital grants) in the Comprehensive Income and
Expenditure Statement.

Where capital grants are credited to the Comprehensive Income and Expenditure Statement, they are
reversed out of the General Fund Balance 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. Where
it has been applied, it is posted to the Capital Adjustment Account. Amounts in the Capital Grants
Unapplied reserve are transferred to the Capital Adjustment Account once they have been applied to fund
capital expenditure.

Heritage Assets
Tangible and Intangible Heritage Assets (described in this summary as Heritage Assets)

Heritage assets are those with cultural, environmental or historical significance that make their
preservation for future generations important.

The carrying amounts of heritage assets are reviewed where there is evidence of impairment for heritage
assets, e.g. where an item has suffered physical deterioration. Any impairment is recognised and
measured in accordance with the Authority’s general policies on impairment.

Intangible Assets

Expenditure on non-monetary assets that do not have physical substance but are controlled by the
Authority because of past events (e.g. software licences) is capitalised when it is expected that future
economic benefits or service potential will flow from the intangible asset to the Authority.

Internally generated assets are capitalised where it is demonstrable that the project is technically feasible
and is intended to be completed (with adequate resources being available) and the Authority will be able
to generate future economic benefits or deliver service potential by being able to sell or use the asset.
Expenditure is capitalised where it can be measured reliably as attributable to the asset and is restricted
to that incurred during the development phase (research expenditure cannot be capitalised).

Expenditure on the development of websites is not capitalised if the website is solely or primarily intended
to promote or advertise the Authority’s good or services.

Intangible assets are measured initially at cost. Amounts are only revalued where the fair value of the
assets held by the Authority can be determined by reference to an active market. In practice, no intangible
asset held by the Authority meets this criterion, and they are therefore carried at amortised cost. The
depreciable amount of an intangible asset is amortised over its useful life to the relevant service line(s) in
the Comprehensive Income and Expenditure Statement. An asset is tested for impairment whenever
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there is an indication that the asset might be impaired — any losses recognised are posted to the relevant
service line(s) in the Comprehensive Income and Expenditure Statement. Any gain or loss arising on the
disposal or abandonment of an intangible asset is posted to the Other Operating Expenditure line in the
Comprehensive Income and Expenditure Statement.

Where expenditure on intangible assets qualifies as capital expenditure for statutory purposes,
amortisation, impairment losses and disposal gains and losses are not permitted to have an impact on
the General Fund Balance. The gains and losses are therefore reversed out of the General Fund Balance
in the Movement in Reserves Statement and posted to the Capital Adjustment Account and (for any sale
proceeds greater than £10,000) the Capital Receipts Reserve.

Interests in Companies and Other Entities

An assessment of the Council’s interests has been carried out in accordance with the CIPFA Code of
Practice to determine a group relationship exists. Inclusion in the group is dependent upon the extent of
the Council’s control and significant influence over the entity demonstrated through ownership, such as a
shareholding in the entity or representation on an entity’s board of directors, and materiality. Accounts
are prepared on a single entity basis with the Statement of Group Accounts representing the position for
the Council and its subsidiary. Interests in other entities are recorded as financial assets at cost, less any
provision for losses, or at valuation as appropriate.

Inventories and Long-Term Contracts

Inventories are included in the Balance Sheet at the lower of cost and net realisable value. The cost of
inventories is assigned using the weighted average costing formula.

Long-term contracts are accounted for based on charging the Surplus or Deficit on the Provision of
Services with the value of works and services received under the contract during the financial year.

Joint Operations

Joint operations are arrangements where the parties that have joint control of the arrangements have
rights to the assets and obligations for the liabilities relating to the arrangement. The activities undertaken
by the Authority in conjunction with other joint operators involve the use of the assets and resources of
those joint operators. In relation to its interest in a joint operation, the Authority as a joint operator
recognises:

e lts assets, including its share of any assets held jointly.
e lts liabilities, including its share of any liabilities incurred jointly.
¢ lts revenue from the sale of its share of the output arising from the joint operation.
e Its expenses, including its share of any expenses incurred jointly.
Materiality

Materiality is an expression of the relative significance or importance of a particular matter in the context
of the financial statements as a whole. A matter is material if its omission would influence the reader of
the accounts. Notes are only included where items are material by value or nature.

xvii) Property, Plant and Equipment

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 administration purposes and that are expected to be used during more than one
financial year are classified as Property, Plant and Equipment.
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Recognition

Expenditure on the acquisition, creation or enhancement of Property, Plant and Equipment is capitalised
on an accruals’ basis, if it is probable that the future economic benefits or service potential associated
with the item will flow to the Authority and the cost of the item can be measured reliably. Expenditure that
maintains but does not add to asset’s potential to deliver future economic benefits or service potential (i.e.
repairs and maintenance) is charged as an expense when it is incurred.

Measurement
Assets are initially measured at cost, comprising:

e The purchase price.

e Any costs attributable to bringing the asset to the location and condition necessary for it to be
capable of operating in the manner intended by management.

e The initial estimate of the costs of dismantling and removing the item and restoring the site on
which it is located. The Authority does not capitalise borrowing costs incurred whilst assets are
under construction.

Assets are then carried in the Balance Sheet using the following measurement bases:

e Infrastructure, community assets and assets under construction — depreciated historical cost

e Dwellings — current value, determined using the basis of existing use value for social housing
(EUV-SH)

e Council offices — current value, determined as the amount that would be paid for the asset in its
existing use (existing use value — EUV), except for a few offices that are situated close to the
Council’'s housing properties, where there is no market for office accommodation and that are
measured at depreciated replacement cost (instant build) as an estimate of current value.

e Surplus assets — the current value measurement base is fair value, estimated at highest and best
use from a market participant’s perspective.

e All other assets — current value, determined as the amount that would be paid for the asset in its
existing use (existing use value — EUV)

Where there is no market-based evidence of fair value because of the specialist nature of an asset,
depreciated replacement cost (DRC) is used as an estimate of fair value.

Where there is a balance of revaluation gains for the asset in the Revaluation Reserve, the carrying
amount of the asset is written down against that balance (up to the amount of the accumulated gains).

Where there is no balance in the Revaluation Reserve an insufficient balance, the carrying amount of the
asset is written down against that balance (up to the amount of the accumulated gains).

Where there is no balance in the Revaluation Reserve or an insufficient balance, the carrying amount of
the asset is written down against service line(s) in the Comprehensive Income and Expenditure
Statement.

The Revaluation Reserve contains revaluation gains recognised since 1 April 2007 only, the date of its
formal implementation. Gains arising before that date have been consolidated into the Capital Adjustment
Account.

Impairment

Assets are assessed at each year-end as to whether there is any indication that an assert may be
impaired. Where indications exist and any differences are estimated to be material, the recoverable
amount of the asset is estimated and, where this is less than the carrying amount of the asset, an
impairment loss is recognised for the shortfall.

Where impairment losses are identified, they are accounted for by:
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e Where there is a balance of revaluation gains for the asset in the Revaluation Reserve, the
carrying amount of the asset is written down against that balance (up to the amount of the
accumulated gains)

e Where there is no balance against the Revaluation Reserve or an insufficient balance, the
carrying amount of the asset is written down against the relevant service line(s) in the
Comprehensive Income and Expenditure Statement

e 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.

Depreciation

Depreciation is provided for on all Property, Plant and Equipment assets by the systematic allocation of
their depreciable amounts over their useful lives. An exception is made for assets without a determinable
finite useful life (i.e. freehold land and certain community assets) and assets that are not yet available for
use (i.e. assets under construction).

Depreciation is calculated on the following bases:

e Dwellings — the depreciation charge to the Housing Revenue Account is based on component
depreciation with the charge being calculated based on the useful life of the major components
within the dwellings (kitchen, bathroom, boiler, heating system, electric, roof, windows and
structure)

¢ Vehicles, plant and equipment — straight-line over the useful life, as advised by a suitably qualified
officer.

e Infrastructure — straight-line allocation over 25 years

Where an item of Property, Plant and Equipment asset has major components whose cost is significant
in relation to the total cost of the item, the components are depreciated separately.

Revaluation gains are also depreciated, with an amount equal to the difference between current value
depreciation charged on assets and the depreciation that would have been chargeable based on their
historical cost being transferred each year from the Revaluation Reserve to the Capital Adjustment
Account.

Disposals and Non-Current Assets Held for Sale

When an asset is disposed of or decommissioned, the carrying amount of the asset in the Balance Sheet
(whether Property, Plant and Equipment or Assets Held for Sale) 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 disposal (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). Any revaluation gains accumulated for the asset in the
Revaluation Reserve are transferred to the Capital Adjustment Account.

Amounts received for a disposal in excess of £10,000 are categorised as capital receipts. A proportion of
capital receipts relating to housing disposals (75% for dwellings, 50% for land and other assets, net of
statutory deductions and allowances) is payable to the Government. The balance of receipts remains
within the Capital Receipts Reserve and can then only be used for new capital investment or set aside to
reduce the Authority’s underlying need to borrow (the Capital Financing Requirement). Receipts are
appropriated to the reserve from the General Fund Balance in the Movement in Reserves Statement.

The written-off value 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 appropriated to the
Capital Adjustment Account from the General Fund Balance in the Movement in Reserves Statement.
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xviii) Provisions, Contingent Liabilities and Contingent Asset Provisions

Xix)

XX)

Provisions are made where an event has taken place that gives the Authority a legal or constructive
obligation that requires settlement by a transfer of economic benefits or service potential, and a reliable
estimate can be made of the amount of the obligation. For instance, the Authority may be involved in a
court case that could eventually result in the making of a settlement or the payment of compensation.

Provisions are charged as an expense to the appropriate service line in the Comprehensive Income and
Expenditure Statement in the year that the Authority 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,
considering relevant risks and uncertainties.

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 less than
probable that a transfer of economic benefits will now be required (or a lower settlement than anticipated
is made), the provision is reversed and credited back to the relevant service.

Where some or all the payment required to settle a provision is expected to be recovered from another
party (e.g. from an insurance claim), this is only recognised as income for the relevant service fif it is
virtually certain that reimbursement will be received if the Authority settles the obligation.

Contingent Liabilities

A contingent liability arises where an event has taken place that gives the Authority a possible obligation
whose existence will only be confirmed by the occurrence or otherwise of uncertain future events not
within the control of the Authority. 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 disclosed in a note to the accounts.
Contingent Assets

A contingent asset arises where an event has taken place that gives the Authority a possible asset whose
existence will only be confirmed by the occurrence or otherwise of uncertain future events not within the
control of the Authority.

Contingent assets are not recognised in the Balance Sheet but disclosed in a note to the accounts where
it is probable that there will be an inflow of economic benefits or service potential.

Reserves

The Authority 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 to score against the Surplus or Deficit on the Provision of Services in the
Comprehensive Income and Expenditure Statement. The reserve is then appropriated back into the
General Fund Balance in the Movement in Reserves Statement so that there is no net charge against
Council tax for the expenditure.

Certain reserves are kept to manage the accounting processes for non-current assets, financial
instruments, retirement and employee benefits, and do not represent usable resources for the Authority
— these reserves are explained in the relevant policies.

Revenue Expenditure Funded from Capital under Statute

Expenditure incurred during the year that may be capitalised under statutory provisions but that does not
result in the creation of a non-current asset has been charged as expenditure to the relevant service in
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the Comprehensive Income and Expenditure Statement in the year. Where the Authority has determined
to meet the cost of this expenditure from existing capital resources or by borrowing, a transfer in the
Movement in Reserves Statement from the General Fund Balance to the Capital Adjustment Account then
reverses out the amounts charged so that there is no impact on the level of Council tax.

xxi) Shared Services

Bromsgrove District Council provides the hosting for a number of shared service arrangements with
Redditch Borough Council and Wyre Forest District Council. A number of other shared services are
hosted by Bromsgrove District (including Worcestershire Regulatory Services which is a Jointly Controlled
Operation), Worcester City Council and Wyre Forest District Council.

Each arrangement is accounted for within the records of the host Council with a monitoring report
prepared for the partner Authority monthly for consideration of the operational costs together with an
annual statement of assets and liabilities extracted from the accounts of the host Council. There is a
responsibility for each partner Council to account for their share of the arrangement within the Statement
of Accounts.

When entering into share services, all capital assets that are purchased are financed by each Authority
separately and accounted for on their own Balance Sheet. Any assets purchased prior to the start of the
shared service are not included in the shared service; the costs associated with this remain on the
accounts of the Authority that purchased the asset only.

The Management Team is shared across both Authorities, as well as other services. Cross-charging
occurs where the other Authority uses a resource where there is not a formal shared service in place.

Each Authority pays a fair share of services which are shared, in line with business case; all direct
expenditure is shared on this basis, with income staying with the home Authority. Where a cost is only in
relation to one Authority, this falls outside the business case and the Authority that gains the benefit is
fully charged.

xxii) Value Added Tax (VAT)

VAT payable is included as an expense only to the extent that it is not recoverable from HM Revenue and
Customs. VAT receivable is excluded from income.

E6. Critical Judgements in Applying Accounting Policies

In applying the accounting policies set out in Note E5, the Authority 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 outlined below.

There is a high degree of uncertainty about future levels of funding for Local Government. However, the
Authority has determined that this uncertainty is not yet sufficient to prove an indication that the assets of the
Authority might be impaired because of a need to close facilities and reduce levels of service provision. The
Council holds earmarked General Fund reserves of £13.520m and a General Fund Balance of £11.014m.

The Council participates in a number of Shared Services under contractual arrangements with other Councils
and is a partner in the Worcestershire Regulatory Services Board. These arrangements are accounted for as
Jointly Controlled Operations. A Jointly Controlled operation uses the assets and resources of the partner
authorities without the establishment of a separate entity. Under these arrangements, each participant in the
arrangement accounts separately for its own transactions including the use of assets, liabilities, income,
expenditure and cashflows.

The Council has determined that a Group Accounting relationship exists with Bromsgrove Arts Development

Trust as it has been identified that the Council is able to appoint the majority of the Board responsible for
governing this Trust. Where material, the Group position is disclosed on the face of the applicable Core

Bromsgrove District Council 56



Agenda Iltem 5

ADDITIONAL DISCLOSURES — TECHNICAL NOTES

Statements. Further information is disclosed in Note G1. All other notes relate to the Council rather than the
Group.

The Council has made a 100% provision against the potential cost of business rates appeals arising from the
2010 and 2017 rating list based on indicative information from Analyse Local informed by data from the
Valuation Office. In addition, the Council has proved for the cost of the successful appeal to the Supreme
Court concluded on 20 May 2020, which ruled that Automated Teller Machines (ATMs) should not be rated
separately to the building and the cost of a challenge relating to the business rates of purpose-built General
Practice (GP) Surgeries, where there have been reductions in the rateable value from the 2017 rating list. The
level of the 2017 rating list provision for appeals has utilised £2.064m in year. Previously the Council held
4.7% of rating income as a potential provision linked to the level of appeals against the 2010 rating list,
however, the number of appeals against the 2017 rating list has been low and this level of provision could not
be evidenced. Further information on these appeals is provided in Note D5.

The Council manages the Collection Fund and accounts for business rates on behalf of itself, Worcestershire
County Council, Hereford and Worcestershire Fire and Rescue Authority and Central Government. The
Council share of the business rate assets and liabilities was 40%.

The Council has determined that it does not hold any assets solely for income or capital appreciation and
therefore, does not hold any investment properties,

E7. Accounting Standards not yet adopted.

The Code requires that the Council disclose information relating to the impact of an accounting change that
will be required by a new standard that has been issued but not yet adopted.

There is an amendment to IFRS 16 Leases. This standard was due to be implemented on 1 April 2020, but
this has now been delayed until 1 April 2025.

IFRS 16 Leases — the amendment requires Local Authorities who are lessees to recognise leases on the
Balance Sheet as right of use assets with a corresponding lease liability. As yet, the Council has not done
sufficient detailed work to accurately ascertain the impact of IFRS 16 leases on the accounts due to the
extension in the implementation deadline.

E8. 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 Authority
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.

E9. Related Parties

The Authority is required to disclose material transactions with related parties — bodies or individuals that have
the potential to control or influence the Council or to be controlled or influenced by the Council. Disclosure of
these transactions allows readers to assess the extent to which the Council might have been constrained in
its ability to operate independently or might have secured the ability to limit another party’s ability to bargain
freely with the Authority. The Council have considered the materiality of the transactions from both the
Council's and the related parties perspective.

Central Government
Central Government has effective control over the general operations of the Authority — it is responsible for

providing the statutory framework within which the Authority operates, provides the majority of its funding in
the form of grants and prescribes the terms of many of the transactions that the Authority has with other parties
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(e.g. Council tax bills, housing benefits). Grants received from government departments are set out in Note
B9.

Members

Members of the Council have direct control over the Council’s financial and operating policies. The total of
members allowances paid in 2023/24 is shown in Note B7. The Council maintains a register of Councillors
interests that is regularly updated and available online for public inspection.

Many Bromsgrove District Councillors are also County Councillors and / or elected members of the Parish
Council. The Council also has member representatives on various outside bodies, including Bromsgrove Arts
Centre Trust. Members also represent the Council on the Worcestershire Regulatory Shared Service Joint
Committee.

The Council has entered a contract with BDHT for the provision of homelessness services and is also part of
the Worcestershire wide choice-based lettings housing allocations service. Bromsgrove paid to Bromsgrove
District Housing Trust £0.304m for the homelessness service.

In 2023/24, all members have completed a register of members’ disclosable pecuniary interest.

Officers

There were no disclosures made by officers in 2023/24.

Entities Controlled or Significantly Influenced by the Authority

As part of the shared services with Redditch Borough Council, Bromsgrove paid £4.065m (£3.717m in
2022/23) for Redditch hosted services and received £7.457m (£6.917m in 2021/22) for services hosted at
Bromsgrove.

The Councils has been involved in shared service arrangements for Economic Development, Land Drainage
and Shared Emergency Planning with Wyre Forest District Council. The Council has paid £0.293m to Wyre
Forest District Council for services hosted by them.

A shared service arrangement has also been set up between the Council, Redditch Borough and Wyre Forest
for the provision of Building Control. Bromsgrove received receipts of £0.167m from Wyre Forest.

For the provision of Car Park services, the Council paid £0.209m to Wychavon District Council.

Under the Internal Audit Shared Service, the Council paid £0.077m to Worcester City Council.

As host of Worcestershire Regulatory Shared Service, Bromsgrove has received £0.471m from Malvern Hills
District Council, £0.546m from Wyre Forest District Council, £0.840m from Wychavon District Council,
£0.650m from Worcester City Council and £0.633m from Redditch Borough Council.

As at 31 March 2024, the following amounts were owed to the partners of shared services:

23-24 22-23

£000 £000
Worcester City Council 87 131
Redditch Borough Council 61 104
Wychavon District Council 97 152
Wyre Forest District Council 67 152
Malvern Hills District Council 46 90
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The following amounts were owed to Bromsgrove for hosting the shared services:

23-24 22-23

£000 £000
Worcester City Council 23 92
Redditch Borough Council 0 0
Wychavon District Council 31 72
Wyre Forest District Council 14 15
Malvern Hills District Council 14 24

These balances have been included within the relevant debtor and creditor balances.

From June 2016, Worcestershire County Council withdrew from Worcester Regulatory Services.

E10. Events after the Balance Sheet date

E11.

The Council manages the Collection Fund and accounts for business rates on behalf of itself, Worcestershire
County Council, Hereford and Worcester Fire and Rescue Authority and Central Government. The Council
share of the business rates assets and liabilities in 2023/24 was £119,722.55.

The Council changed its actuaries from Mercer Limited to Hymans in the 2023/24 financial year. The pension
assets were valued by Mercers as at 31 March 2023 at £98,975k. These were revalued as at 1°* April 2023
by Hymans at a value of £96,522k, a difference of £2,453k.

Contingent Assets
A contingent asset is a possible asset that arises from past events and whose existence will be confirmed only
by the occurrence or non-occurrence of one or more uncertain future events that are not wholly within the

Council’s control.

There are no contingent assets as at 31 March 2024.

E12.Contingent Liabilities

A contingent liability is a possible asset that arises from past events and whose existence will be confirmed
only by the occurrence or non-occurrence of one or more uncertain future events that are not wholly within the
Council’s control.

There are no contingent liabilities as at 31 March 2024.
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F1. Cash and Cash Equivalents

Cash and cash equivalents at the end of the reporting period can be reconciled to the related items in the
Balance Sheet as follows:

2023/24 2022/23

£000 £000

Cash and Bank balances
Short Term Investments 2,900 1,250

F2. Adjustments to the net surplus / (deficit) on the provision of services for non-cash movements

2023/24 2022/23

£000 £000

Depreciation 2,257 2,817

Amortisation 83 90

(Increase)/Decrease in Debtors 1,984 3,514

Increase/(Decrease) in Creditors 3,323 2,570

Increase in Inventories (112) 120

Movement in pension liability 8,482 0

Othgr items charged to the net surplus or deficit on provision of (13,594) 6,761
services

M

F3. Adjustments for items included in the net surplus / (deficit) on the provision of services that are
investing for financing activities.

Purchase of short-term (not considered to be cash equivalents) and long-term
investments (includes investments in associates, joint ventures and subsidiaries) 0 0

Proceeds from the sale of PP&E, investment property and intangible assets

Any other items

F4. Investing Activities

2023/24 2022/23
£000 £000 |
Purchase of PP&E, investment property and intangible assets (5,377) (8,135)
0 0
Purchase of Short Term Investments (not considered to be cash equivalents)
. . . 0 (772)
Proceeds from the sale of PP&E, investment property and intangible assets

Other Receiits from Investini Activities 0 0
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F5. Financing Activities

2023/24 2022/23

£000 £000
Cash Receipts from Short and Long Term Borrowing 32,000 26,000
Other Receipts from Financing Activities 0 0
Repayment of Short and Long Term Borrowing (32,000) (26,000)

Other iaiments for Financini Activities 0 0
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GROUP ACCOUNTS
G1. Nature of the relationship between the Council and Bromsgrove Arts Development Trust

The Bromsgrove Arts Development Trust was established on 23 April 2003 by Trust Deed. The Trustees have been registered with the Official Custodian of
Charities. These include members of Bromsgrove District Council.

The Council appoints the majority of the Members to this Trust with a representation of six of the eight Trustees. As such, this gives them the ability to influence
decisions made by this Board. The Council supplies no funding for the Trust, which solely holds the building known as the Artrix. It is not responsible for service
provision and any assets or liabilities arising from there. As such, the figures used for consolidation are based on the property valuation which has been
conducted by an independent valuation service provided by Bruton Knowles.

The Arts Development Trust asset shown in the Group Balance Sheet (PPE) is the Artrix. This is used in the provision of Arts and Culture for the Community
and is not the property of Bromsgrove District Council. It should be noted that although consolidation is being undertaken for this asset, not only does the
Council not own it, in the event of a possible sale, the Council has no right to a share of the proceeds, nor can the Council determine whether sale of this
property should be undertaken.

The Trust is not required to produce accounts by the Charities Commission because it has no actual income or expenditure in the year. The only entry for the
Trust would be the depreciation calculated for the building.

There is no goodwill as the group did not arise through a purchase.

The annual income is below the level for which group accounts are required to be produced.
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COLLECTION FUND
H1. The Collection Fund Statement

The Collection Fund is an agent’'s statement that reflects the statutory obligations for billing Authorities to
maintain a separate Collection Fund. The statement shows the transactions of the billing Authority in relation
to the collection from taxpayers and distribution to Local Authorities and the Government of council tax and
non-domestic rates.

Due to the Collection Fund accounting treatment, the deficit on the fund will not be passed to the Council’'s
General Fund until 2024/25 and later years. The Government have confirmed that the in-year deficit on the
Collection Fund in 2023/24 can be spread over three years from 2024/25 to 2026/27.

2022/23 2023/24

Business Business Council
Rates Council Tax Collection Fund REIES] Tax

£000 £000 £000 ‘ £000

INCOME
(76,051) (76,051) | Council Tax Receivable (79,821) (79,821)

(24,054) (24,054) | Business Rates Receivable (25,250) (25,250)

EXPENDITURE
Apportionment of Previous Year Surplus/Deficit
(1,895) (1,895) | Central Government (657) ! (657)

(1,516) 172 (1,344) | Bromsgrove District Council (525) (136) (662)
(341) 992 651 | Worcestershire County Council (118) (715) (833)
Hereford and Worcestershire Fire and Rescue 1 4 5
38 66 28 ford and hire Fi d 3 6 9
177 177 | Police and Crime Commissioner for West Mercia

Precepts, demands and shares

12,155 12,155 | Central Government
9,724 10,000 19,724 | Bromsgrove District Council 11,247 10,336 21,583
2,188 52,395 54,583 | Worcestershire County Council 2,531 55,582 58,112
243 3,353 3,597 | Hereford and Worcestershire Fire and Rescue 281 3,580 3,861
9,365 9,365 | Police and Crime Commissioner for West Mercia 10,030 10,030
0 0 0 | Write-offs of uncollectable amounts (50) (51)
345 776 1,121 | Increase allowance for impairment 516

Increase/(decrease) in allowance for appeals*

Interest

Transitional Protection Payments Payable

Payment to General Fund for allowable collection costs for

non-domestic rates and disregarded

| 4,200 | (484) | 3,716 | (Surplus)/deficit b/f at 1 April | 3,419 | 761 | 4,180 |
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H2. Council Tax Income

The amount of Council tax payable is calculated by establishing a ‘Council Tax Base’. This is the Council’'s
estimated number of chargeable dwellings expressed in relation to those dwellings in Band D. Once this has
been determined, the Council tax payable for each band is established as follows (the actual amount payable
for each property is also subject to discounts where applicable):

2023/24
Valuation
band
limits Calculated Adjusted Ratio to Equated Council
number of number of Band D number of Tax
dwellings dwellings dwellings Payable
6 4.75 5/9 2.67 134.86
A Up to & including 40,000 3,765 2,105.99 6/9 1,403.99 161.83
B 40,001 52,000 7,338 5,593.53 7/9 4,350.52 188.80
C 52,001 68,000 9,073 7,712.20 8/9 6,855.29 215.77
D 68,001 88,000 7,893 7,227.17 9/9 7,227.17 242.74
E 88,001 120,000 7,044 6,594.29 11/9 8,059.67 296.68
F 120,001 160,000 3,747 3,556.12 13/9 5,136.63 350.62
G 160,001 320,000 2,878 2,758.82 15/9 4,598.03 404.57
H More Than 320,001 345 334.26 18/9 668.51 485.48
Adjustment
Council tax base 37,919.44
2022/23
Valuation
band
limits Calculated Adjusted Ratio to Equated Council
number of number of Band D number of Tax
£ £ dwellings dwellings dwellings Payable
5 1.79 5/9 1.02 132.22
Upto &
A including 40,000 3,717 2,011.28 6/9 1,340.86 158.67
B 40,001 52,000 7,309 5,566.08 719 4,329.18 185.11
C 52,001 68,000 9,054 7,660.88 8/9 6,809.67 211.56
D 68,001 88,000 7,897 7,095.40 9/9 7,095.40 238.00
E 88,001 120,000 7,040 6,561.76 11/9 8,019.92 290.89
F 120,001 160,000 3,735 3,525.00 13/9 5,091.67 343.78
G 160,001 320,000 2,864 2,726.35 15/9 4,543.91 396.67
H More Than 320,001 340 329.17 18/9 658.34 476.00
Adjustment
Council tax -
base
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The breakdown above is for Bromsgrove District Council only. Below is the total payable for Band D equivalent
for all preceptors:

2023/24  2022/23

£ £
Bromsgrove District Council 242.74 238.00
Worcestershire County Council 1,465.78 | 1,396.78
Police and Crime Commissioner for West Mercia 264.50 249.66
Hereford and Worcestershire Fire and Rescue 94.40 89.40

Parish Councils (Average 29.83 28.57

H3. Non-Domestic Rates

Non-domestic rates are organised on a local basis. The Government specifies a rate poundage, and subject
to the effects of transitional arrangements, local businesses pay rates calculated by multiplying their rateable
value by that amount. In 2023/24, the rate poundage was 52.1p (no change from 2022/23). The Council is
responsible for collecting rates due from the ratepayers in its area and distributing the amount collected
between itself, central government and major preceptors in proportions specified by central government. The
Council share is shown in the Comprehensive Income and Expenditure Statement and analysed at Note B6.

The total rateable value at 31 March 2024 was £79,497,652 (2021/22 £70,497,652).
For 2023/24, the Council was part of the Worcestershire Business Rates Pool where it received a no detriment

payment from Worcestershire County Council which is why there is no precept amount reflected in the
Collection Fund Statement.
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ANNUAL GOVERNANCE STATEMENT
Scope of Responsibility

Bromsgrove District Council is responsible for ensuring that its business is conducted in accordance with the
law and proper standards, and that public money is safeguarded and properly accounted for and provides
value for money. Bromsgrove District Council also has a duty under the Local Government Act 1999 to make
arrangements to secure continuous improvement in the way in which its functions are exercised, having regard
to a combination of economy, efficiency, and effectiveness.

In discharging this overall responsibility, Bromsgrove District Council is responsible for putting in place proper
arrangements for the governance of its affairs, facilitating the effective exercise of its functions, which includes
arrangements for the management of risk.

The purpose of the Governance Framework

The governance framework comprises the systems and processes, culture, and values by which the Authority
is directed and controlled and its activities through which it accounts to, engages with, and leads its
communities. It enables the authority to monitor the achievement of its strategic objectives and to consider
whether those objectives have led to the delivery of appropriate services and value for money. It also enables
the Council to demonstrate to the public that it has effective stewardship of the public funds it is entrusted to
spend.

The system of internal control is a significant part of that framework and is designed to manage risk to a
reasonable level, consistent with the risk appetite of the Council. It cannot eliminate all risk of failure to achieve
policies, aims and objectives and can therefore only provide reasonable and not absolute assurance of
effectiveness. The system of internal control is based on an ongoing process designed to identify and prioritise
the risks to the achievement of Bromsgrove District Council’s policies and Strategic Purposes, to evaluate the
likelihood and potential impact of those risks being realised, and to manage them efficiently, effectively, and
economically.

The governance framework has been in place at Bromsgrove District Council for the year ended 31 March
2024 and up to the date of approval of the Statement of Accounts.

The Governance Framework

The framework to deliver good governance across the Council’s services in delivering the Strategic Purposes
encompass a humber of elements.

e The Strategic Purposes have been developed in line with the needs of our communities and customers
and the Council Plan has been approved to reflect the activities that need to be undertaken by the
Council to further support the delivery of these purposes

e Strategic Partnership meetings are held on a regular basis to ensure that all partners and agencies are
engaged in supporting the Councils aims to deliver the purposes to our community. Liaison between
officers to deliver joint working arrangements in encouraged and actively undertaken by the Council.

e Aperformance dashboard, and integrated quarterly finance and performance reporting, is in place for
members and officers to review the performance of key measures, both strategic and operational
across the organisation. This includes national statistics where relevant to the community of the
Borough.

e The Council’'s Constitution clearly sets out the roles and responsibilities of Councillors, and the
procedural rules for Full Council, Cabinet and the other Committees operated by the Council.

e Terms of reference for member working groups (e.g., Scrutiny Task Groups) are clearly defined.

e Council has approved financial Regulations and Contract Procedure Rules. A full training programme
is in place to ensure all relevant officers comply and understand the regulations in place. In addition, an
officer contract working group has been established with the aim to improve efficiencies in relation to
contract management arrangements.
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e Aclear scheme of Councillor/Officer delegation exists to provide clarity on the powers entrusted to those
appointed to make decisions on behalf of the Council. A Member / Officer protocol is also set out in
the Constitution.

e The roles and responsibilities of Councillors are underpinned by an extensive Member Development
Programme to include both mandatory and discretionary training. This is developed by the cross-party
Member Development Steering Group and includes induction, chair and specific Committee based
training. This has been especially important in the year following all out elections and significant
numbers of new Members.

e The behaviour of Councillors is regulated by the Member Code of Conduct and is supported by a
number of protocols.

e A review of the Constitution is undertaken on a regular basis to ensure it enables members to make
informed and transparent decisions. This includes the Scheme of Delegation to officers. Following the
all-out elections in May, a significant Governance Review was undertaken which was reported back to
Council in September.

e Decision making is carried out through Cabinet, Planning Committee and Audit, Governance and
Standards Committee. Overview and Scrutiny Committee has responsibility to review and scrutinise the
activities of the Council.

e Regular staff briefings and fourth tier manager forums are held to ensure staff are aware of changes
and are engaged in the systems thinking methodology of supporting service changes across the
Council. In addition, a commercial approach to fees and charges and other income generation has been
adopted. A framework of culture change is in place, through the Workforce Strategy, and managers are
working with their teams to build up actions plans to support culture change in the Council.

e Financial management arrangements have been in place during the year through regular quarterly
combined finance and performance monitoring reports, online purchase ordering systems and robust
financial internal controls that ensure that the Council complies with statutory legislation. This has
included resolving the financial systems issues linked to the enterprise system implemented on 8 February
2021 which resulted in S24 Recommendations to be issued by the Council’s External Auditors for non-
delivery of Statement of Accounts. A financial recovery process is in place to rectify this position, and
this is regularly reported to both Cabinet and the Audit, Standards and Performance Committee. In
addition, Backstop Legislation implemented by the Government in September 2024 has also impacted
the delivery of outstanding accounts.

e Thereis aclear procurement code and policy in place to ensure that purchases are made in a compliant
and transparent manner.

e Heads of Service are responsible for establishing and maintaining an adequate system of internal
control arrangements when within their own services. They are required to sign off annual Governance
and Internal Control returns where they can raise any items of concern. There were no new issues
raised during 2023/24.

e The Constitution clearly defines the roles of Monitoring Officer, S151 and Head of Paid Service

e Regular press releases are submitted and online information about the Council is sent to residents to
inform them of the Councils activities and services provided. In addition, information on the commercial
services provided by the Council was sent out to enable residents to utilise the services offered.

Review of Effectiveness

Bromsgrove has responsibility for conducting, at least annually, a review of the effectiveness of its governance
framework including the system of internal control. The review of effectiveness is informed by the work of the
Heads of Service within Bromsgrove District who have responsibility for the development and maintenance of
the governance environment, the Head of Internal Audit's annual report, and by comments made by the
external auditors.

The Constitution clearly identifies the terms of reference, roles and responsibilities of Full Council, Cabinet,
Overview and Scrutiny Committee and Audit, Governance and Standards Committee all of which have fully
understood governance responsibilities.

Throughout 2023/24, the Council adopted a robust approach to corporate governance, which has been advised
through the work of the Audit, Governance and Standards Committee, Overview and Scrutiny as well as the
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statutory roles of the S151 Officer and the Monitoring Officer. As in 2023/24, the Audit Standards and
Governance Committee has continued to meet six times a year and will only revert to quarterly meetings once
the accounts issues have been resolved.

Audit, Governance and Standards Committee

The Committee played a role by reviewing and monitoring internal control issues throughout the year. This
included approval of the treasury management strategy, savings reports, regular progress reports from Internal
Audit and reports and updates from the External Auditors.

Internal Audit

The Council’s responsibility for maintaining an effective internal audit function is set out in Regulation 6 of the
Accounts and Audit Regulations 2015.

The Worcestershire Internal Audit Shared Service Team operates in accordance with best practice professional
standards and guidelines. It independently and objectively reviews on a continuous basis, the extent to which
the internal control environment supports and promotes the achievement of the Council’s objectives and
contributes to the proper, economic, efficient, and effective use of resources.

During 2023/24 the Internal Audit team delivered a comprehensive programme including:

e a number of core systems which were designed to suitably assist the external auditor to reach their
‘opinion’ and other corporate systems for example governance, and,

e anumber of operational systems, for example, procurement, projects, grants, and GDPR were looked
at to maintain and improve control systems and risk management processes or reinforce oversight of
such systems.

Internal Audits' work programme helps to assure Audit, Standards and Governance Committee that the
framework and statement can be relied upon based on the following:

e Evidence streams which were verifiable and could be relied upon
¢ Monitoring and reporting mechanisms were in place to report issues,
e These streams and reporting mechanisms are embedded in the RBC governance process

Internal Audit reports are considered by the relevant Head of Service and Director of Finance and Resources,
before submission to the Audit, Standards and Governance Committee for further scrutiny.

In relation to the reviews that have been undertaken, all have been finalised. There were no Audits returned
with an assurance level of ‘limited,” However, a number of “critical friend” audits carried out on the General
and Accounts Receivable ledgers and their recommendations have been considered.

Significant Governance Issues

The Annual Governance Statement identifies governance issues and risks for the Council to address and these
are linked to the following two external documents: External Auditors Draft Annual Report for 2020/21 and the
External Auditors Draft Report for 2021/22 and 2022/23. These include that the Council in November 2023
received a Report from the Council’s External Auditor setting out that the Council had received a S24 Statement
for non-delivery of the 2020/21 to 2022/23 Accounts within the required timescales due to the implementation
of a new financial ledger and the inherent financial risks associated with this. In respect of Governance
Arrangements relating to the 2021/22 financial year:

Actions in these reports have been updated following the issuing by the Government in September 2024 of

“Backstop Legislation” to close accounts up to the 2022/23 financial year by the 13 December 2024 and the
2023/24 financial year by the 28 February 2025.

Bromsgrove District Council 68



Agenda Iltem 5

ANNUAL GOVERNANCE STATEMENT

The Section 24 Recommendation around the delivery of the 2020/21 accounts is still in place and has
been extended to the subsequent accounting periods now outstanding. The “Backstop Legislation”
has resulted in accounts up to 2022/23 being given “Disclaimer Opinions”.

Of the 5 Key Recommendations in the 2020/21 report, only one serious weakness remains in relation
to opening balances linked to the budget which will be resolved with the delivery of the Accounts, the
remainder of those significant weaknesses have been resolved or linked to Improvement
Recommendations (of which there were 10 in the report).

There is one new Key Recommendation linked to Organisational Capability and Capacity. The Council
is mitigating this in the main through the rollout of the Workforce Strategy.

Of the 13 2020/21 Improvement Recommendations, 9 have been fully or partially addressed and 4 are
yet to be addressed. Again, ongoing improvements are linked to the 10 new Improvement
Recommendations set out in the External Auditors report

The 21/22 and 22/23 External Audit Report highlights the following key recommendations in the Draft 2020/21
External Audit Report:

The 2020/21 to 2022/23 Accounts must be completed and Audited by the date of the next Audit report
to ensure there is full confidence in the Council’s finances.

The Council should direct effort toward embedding and stepping up the Workforce Strategy objectives.
In line with the recommendations of the LGA Peer Review (March 2023), the Council should ensure
that there is commitment at all levels of the organisation to enact succession planning, creative
recruitment and development of the workforce. The Council should also ensure that existing staff are
utilised in the most effective way possible to ensure delivery of key Council programmes (such as the
finance recovery programme) and the strategic priorities

The Council needs to ensure that the Medium-Term Financial Plan (MTFP) presented to members and
Stakeholders is completely transparent regarding the financial challenge and that any savings
schemes included are fully worked up and approved by Members in advance.

The Council needs to improve the management of Key projects, such as the financial ledger
implementation, to ensure that the expected benefits are realised. As part of this the Council needs to
undertake a comprehensive review of the financial ledger implementation and ensure that lessons are
learned for future key projects.

In response to these issues

Now that the Government have imposed a backstop date of the 13 December 2024 for Draft Statement
of Accounts to be produced, 2020/21 and 2021/22 have been delivered by the backstop date with
“Disclaimer Opinions”. 2022/23 was delivered by the 7 January 2025, also with a “Disclaimer Opinion.
There is a Country wide issue of what the impact of “Disclaimer Opinions” mean for the wider Local
Government Sector and Bromsgrove Council in particular.

The Council has put in place a Financial Recovery process to get accounts up to date. This will be
reviewed at the Committee in January 2025. Since Q1 2023 the Audit Standards and Governance
Committee have met six times a year to ensure financial compliance is being delivered. This frequency
will remain until the Council’s accounts are up to date.

The MTFP, from 2023/4 onwards is now a 2 Stage process within Stage 1 for wider descriptions on
savings and growth items and the time for Members to properly debate all the contents of the reports,
including base underlying assumptions. Wider consultation has been undertaken in Q3 2024 for the
2025/26 budget.

Joint finance and performance monitoring has taken place since Q1 2022/23 with reports going to the
Corporate Management Team and then Cabinet.

An updated Risk Management process has been implemented with reports coming quarterly to the
Corporate Management Team and Audit Standards and Governance Committee for review and
comment. This regime also includes how formal project monitoring is delivered.

The Workforce Strategy is moving forward with monthly meetings reviewing the action plan and
delivery against it.
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An opinion from the Head of Worcestershire Internal Audit is provided in the Accounts on page 71.
Conclusion and Evaluation

As Leader and Chief Executive, we have been advised on the results of the review of the effectiveness of the
Council's governance framework. Our overall assessment is that this Annual Governance Statement is a
balanced reflection of the governance environment, and the arrangements continue to be regarded as fit for
purpose in accordance with the governance framework.

We are also satisfied that over the coming year, the Council will take appropriate steps to address any

significant governance issues and we will monitor their implementation and operation as part of our next annual
review.

Signed ..o Date

Signed .....coooiiiiii e Date

Leader of the Council & Chief Executive on behalf of Bromsgrove District Council
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Head of Internal Audit Opinion

Bromsgrove District Council has a responsibility for maintaining an adequate and effective internal audit
function which is set out in the Accounts and Audit (England) Regulations 2018.

Internal Audit Services are delivered by the Worcestershire Internal Audit Service.

The Public Sector Internal Audit Standards (the Standards) require the Head of Internal Audit to provide an
annual Internal Audit Opinion and report that can be used by the organisation to inform its Annual Governance
Statement. The Standards specify that the annual report must contain:

¢ An Internal Audit opinion on the overall adequacy and effectiveness of the Council’s governance, risk
management and control framework (i.e. the control environment);

o A summary of the audit work (including organisational knowledge) from which the opinion is derived and any
work by other assurance providers upon which reliance is placed; and

¢ A statement of the extent of conformance with the Standards including progress against the improvement
plan arising from any external assessments

Overall Governance Conclusion
The Head of Internal Audit’s overall opinion on the Council’s system of internal control is that:

Reasonable assurance can be given that there is an adequate and effective governance, risk and control
framework in place, designed to meet the organisation’s objectives.

All of the 10 graded assignments completed in 2023/24 resulted in an opinion of either Substantial or
Reasonable assurance.

The progress made by management in implementing the actions arising from audits has been good. Follow
up work completed by Internal Audit has not highlighted any overdue High or Medium priority actions.
Implementation of agreed control improvement actions strengthens the organisation’s framework of
governance, risk management and control.

The Corporate risk register is regularly reviewed and updated, with trend analysis and good oversight by the
Audit, Standards and Governance Committee. A stable governance framework is in place, which is deemed to
be effective, and no significant weaknesses have been identified in 2023/24.

A summary of Internal Audit assurance opinions issued in 2023/24 is shown in Table 1 below:

Table 1 = Summary of Internal Audit Opinions in 2023/24

Assurance Area Substantial | Reasonable | Limited
Financial 2 =) 0
IT 0 1 0
Governance & Ethics 0 2 0
Strategic & Operational Risks 0 2 0
Totals 2 8 0

The Auditor’s Opinion for each assignment is based on the fieldwork carried out to evaluate the design of the
controls upon which management rely and to establish the extent to which controls are being complied with.
The table below explains what the opinions mean:
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Table 2 — Assurance Categories

[Opinion Definition
sound system of governance, risk management and control
Substantial xists, with internal controls operating effectively and being
Assurance onsistently applied to support the achievement of objectives in

he area audited

There is a generally sound system of governance, risk

Reasonable management and control in place. Some issues, non-compliance

Assurance I::rr scope for improvement were identified which may put at risk
he achievement of objectives in the area audited.

Significant gaps, weaknesses or non-compliance were identified.
Improvement is required to the system of governance, risk
management and control to effectively manage risks to the
chievement of objectives in the area audited.

Limited
Assurance

Immediate action is required to address fundamental gaps,
eaknesses or non-compliance identified. The system of
overnance, risk management and control is inadequate to
ffectively manage risks to the achievement of objectives in the
rea audited.

The prioritisation of recommendations made by Internal Audit is based upon an assessment of the level of risk
exposure. The Auditor’s Opinion considers the likelihood of corporate/ service objectives not being achieved,
and the impact of any failure to achieve objectives. In order that recommendations can be prioritised according
to the potential severity of the risk, a traffic light system is used as follows:

Definition of Priority of Recommendations

riority Definition

Fundamental control weaknesses that present a significant material
risk to the function or system objectives and requires immediate
attention by Senior Management.

Other control weaknesses where there are some controls in place|
M but there are issues with parts of the control that need to be
addressed by Management within the area of review.

L Issues of best practise where some improvement can be made.

The table below details the assurance levels resulting from all audits completed during the year:
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Audit Area |  Assurance Opinion
Financial

Debt Management Reasonable
Council Tax Reasonable
Benefits Substantial
NNDR Substantial
Treasury Management Reasonable
IT

ICT — Cyber Security Reasonable
Governance & Ethics

Risk Management Reasonable
Project Management Reasonable
Strategic & Operational Risks

Grants Assurance Substantial
Follow up reviews Substantial

Much internal audit work is carried out “behind the scenes” and is demand led but is not always the subject of
a formal report. Examples include:

e Governance e.g. assisting with the Annual Governance Statement.

¢ Risk management.

¢ Dissemination of information regarding potential fraud cases likely to affect the Council.

¢ Drawing managers’ attention to specific audit or risk issues.

e Internal audit recommendations: follow up review and advice.

¢ Day to day audit support and advice for example risk implications arising from proposed changes in controls.
¢ Networking with audit colleagues in other Councils on professional points of practice.

QUALITY ASSURANCE AND COMPLIANCE WITH PROFESSIONAL STANDARDS

The Public Sector Internal Audit Standards (the Standards) were adopted by the Chartered Institute of Public
Finance and Accountancy (CIPFA) from April 2013. The Standards are intended to promote further
improvement in the professionalism, quality, consistency and effectiveness of Internal Audit across the public
sector.

The objectives of the Standards are to:

¢ Define the nature of internal auditing within the public sector;

¢ Establish a framework for providing internal audit services, which add value to the organisation, leading to
improved organisational processes and operations; and

e Establish the basis for evaluation of internal audit performance and to drive improvement planning.

The Standards require that an independent External Quality Assessment (EQA) of the service be completed
every 5 years. An EQA has just been completed in May 2024, and the results confirm that the service is
operating in General Conformance to the Standards. This is the highest of the three available assessment
grades. The findings of the external assessment are being used to develop a continuous improvement action
plan which will be presented with a new Quality Assurance policy at the next Audit, Standards and Governance
Committee meeting.

As part of the EQA a client satisfaction survey was issued and based upon a response from 15 senior client
officers and members, there was a 92% positive satisfaction score. Further quality control measures
embedded in the service include individual audit reviews and regular Client Officer feedback. All staff work to
a given methodology and have access to the internal audit reference material and Charter which are updated
regularly to reflect the requirements of the standards and the changing environment that Internal Audit
operates.
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ORGANISATION INDEPENDENCE

If independence or objectivity is impaired in fact or appearance, the Head of Internal Audit is required to
disclose this. The Head of Internal Audit can confirm that the Internal Audit service is independent and
objective, and this is currently demonstrated in a number of ways:

¢ The Head of Internal Audit reports directly to the s151 officer at all partner organisations in the Shared Service
and the equivalent Audit Committee. He also has direct unfettered access to the Heads of Paid Service,
Monitoring Officers and Chairs of the Audit Committees.

¢ Any attempts to unduly influence the scope of audit reviews or the contents of reports will be reported by the
Head of Internal Audit to the Head of Paid Service and the Chair of the Audit Committee.

o All officers responsible for internal audit work are required to complete an annual Declaration of Interests
form, which is in turn reviewed by the Head of Internal Audit. In the case of the Head of Internal Audit, the form
is reviewed by the Director of Corporate Resources (s151 officer) at Worcester City Council. Auditors are
required to report any interests that might compromise the impartiality of their professional judgements — or
give rise to a perception that this impartiality has been compromised. Any conflicts of interest are avoided when
allocating assignments.

¢ The Audit, Standards and Governance Committee approves any significant consultancy activity included in
the Internal Audit Plan.
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AAA FITCH RATING
Highest credit quality - ‘AAA ratings denote the lowest expectation of credit risk.

They are assigned only in case of exceptionally strong capacity for timely payment of financial commitments. This
capacity is highly unlikely to be adversely affected by foreseeable events.

AA FITCH RATING
Very high credit quality - ‘AA’ ratings denote a very low expectation of credit risk. They indicate very strong capacity
for timely payment of financial commitments. This capacity is not significantly vulnerable to foreseeable events.

A FITCH RATING

High credit quality - ‘A’ ratings denote a low expectation of credit risk. The capacity for timely payment of financial
commitments is considered strong. This capacity may, nevertheless, be more vulnerable to changes in
circumstances or in economic conditions than is the case for higher ratings.

ACCOUNTING PERIOD
The period covered by the accounts, normally a period of twelve months commencing on 1 April. The end of the
accounting period is the Balance Sheet date.

ACCRUALS
Sums included in the final accounts to recognise revenue and capital income and expenditure earned or incurred
in the financial year, but for which actual payment had not been received or made as at 31 March.

ACTUARIAL GAINS AND LOSSES
For a defined benefit pension scheme, the changes in actuarial surpluses or deficits that arise because:
e Events have not coincided with the actuarial assumptions made for the last valuation (experience gains
and losses); or
e  The actuarial assumptions have changed

ASSET
An item having value to the authority in monetary terms. Assets are categorised as either current or non-current
e Acurrent asset will be consumed or cease to have material value within the next financial year (e.g., cash
and stock).
e A non-current asset provides benefits to the Authority and to the services it provides for a period of more
than one year and may be tangible e.g., a community centre, or intangible, e.g., computer software
licences.

AUDIT OF ACCOUNTS
An independent examination of the Authority’s financial affairs.

BALANCE SHEET
A statement of the recorded assets, liabilities, and other balances at the end of the accounting period.

BORROWING
Using cash provided by another party to pay for expenditure, based on an agreement to repay the cash at a future
point, usually incurring additional interest charges over and above the original amount.

BUDGET
The forecast of net revenue and capital expenditure over the accounting period.

CAPITAL EXPENDITURE

Expenditure on the acquisition of a fixed asset, which will be used in providing services beyond the current
accounting period, or expenditure which adds to and not merely maintains the value of an existing fixed asset.
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CAPITAL FINANCING

Funds raised to pay for capital expenditure. There are various methods of financing capital expenditure including
borrowing, leasing, direct revenue financing, usable capital receipts, capital grants, capital contributions, revenue
reserves and earmarked reserves.

CAPITAL PROGRAMME
The capital schemes the Authority intends to carry out over a specific period of time.

CAPITAL RECEIPT

The proceeds from the disposal of land or other fixed assets. Proportions of capital receipts can be used to finance
new capital expenditure, within rules set down by the government but they cannot be used to finance revenue
expenditure.

CLAW-BACK

Where average Council house rents are set higher than the government’s prescribed average limit rent, used in the
calculation of rent rebates, the percentage difference reduces the amount of rent rebate subsidy due to the Authority,
i.e., it is “clawed-back” by the government.

CIPFA
The Chartered Institute of Public Finance and Accountancy

COLLECTION FUND
A separate fund that records the income and expenditure relating to Council Tax and non-domestic rates.

COMMUNITY ASSETS
Assets that the Authority intends to hold in perpetuity, which have no determinable useful life and that may have
restrictions on their disposal. Examples of community assets are parks and historical buildings.

COMPREHENSIVE INCOME AND EXPENDITURE STATEMENT
The account of the Authority that reports the net cost for the year of the functions for which it is responsible and
demonstrates how that cost has been financed from precepts, grants, and other income.

CONSISTENCY
The concept that the accounting treatment of like items within an accounting period and from one period to the next
are the same.

CONTINGENT ASSET
A contingent asset is a possible asset arising from past events whose existence will be confirmed only by the
occurrence of one or more uncertain future events not within the Authority’s accounts.

CONTINGENT LIABILITY
A contingent liability is either:
e A possible obligation arising from past events whose existence will be confirmed only by the occurrence
of one or more uncertain future events not within the Authority’s control; or
e Anpresent obligation arising from past events where it is not probable that a transfer of economic benefits
will be required, or the amount of the obligation cannot be measured with sufficient reliability.

CORPORATE AND DEMOCRATIC CORE

The corporate and democratic core comprises all activities that local authorities engage in specifically because they
are elected, multi-purpose authorities. The cost of these activities are thus over and above those which would be
incurred by a series of independent single purpose, nominated bodies managing the same services. There is
therefore no logical basis for apportioning these costs to services.
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CREDITOR
Amount owed by the Authority for work done, goods received, or services rendered within the accounting period,
but for which payment has not been made by the end of that accounting period.

CURRENT SERVICE COST (PENSIONS)
The increase in the present value of a defined benefits pension scheme’s liabilities, expected to arise from employee
service in the current period.

DEBTOR
Amount owed to the Authority for works done, goods received, or services rendered within the accounting period,
but for which payment has not been received by the end of that accounting period.

DEFINED BENEFIT PENSION SCHEME
Pension schemes in which the benefits received by the participants are independent of the contributions paid and
are not directly related to the investments of the scheme.

DEPRECIATION
The measure of the cost of wearing out, consumption or other reduction in the useful economic life of the Authority’s
fixed assets during the accounting period, whether from use, the passage of time or obsolescence through technical
or other changes.

DISCRETIONARY BENEFITS (PENSIONS)

Retirement benefits, which the employer has no legal, contractual, or constructive obligation to award and are
awarded under the Authority’s discretionary powers such as the Local Government (Discretionary Payments)
Regulations 1996.

EQUITY
The Authority’s value of total assets fewer total liabilities.

EVENTS AFTER THE BALANCE SHEET DATE
Events after the Balance Sheet date are those events, favourable or unfavourable, that occur between the Balance
Sheet date and the date when the Statement of Accounts is authorised for issue.

EXPECTED RETURN ON PENSION ASSETS

For a funded defined benefit scheme, this is the average rate of return, including both income and changes in fair
value but net of scheme expenses, which is expected over the remaining life of the related obligation on the actual
assets held by the scheme.

FAIR VALUE
The fair value of an asset is the price at which it could be exchanged in an arm’s length transaction.

FINANCE LEASE
A lease that transfers substantially all of the risks and rewards of ownership of a fixed asset to the lessee.

GOING CONCERN
The concept that the Statement of Accounts is prepared on the assumption that the Authority will continue in
operational existence for the foreseeable future.

GOVERNMENT GRANTS

Grants made by the government towards either revenue or capital expenditure in return for past or future
compliance with certain conditions relating to the activities of the Authority. These grants may be specific to a
particular scheme or may support the revenue spend of the Authority in general.

HOUSING BENEFITS

A system of financial assistance to individuals towards certain housing costs administered by authorities and
subsidised by central government.
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HOUSING REVENUE ACCOUNT (HRA)
A separate account to the General Fund, which includes the income and expenditure arising from the provision of
housing accommodation by the Authority.

IMPAIRMENT
A reduction in the value of a fixed asset to below its recoverable amount, the higher of the asset's fair value less
costs to sell and its value in use.

INFRASTRUCTURE ASSETS
Fixed assets belonging to the Authority that cannot be transferred or sold on which expenditure is only recoverable
by the continued use of the asset created. Examples are highways, footpaths, and bridges.

INTANGIBLE ASSETS

An intangible (non-physical) item may be defined as an asset when access to the future economic benefits it
represents is controlled by the reporting entity. This Authority’s intangible assets comprise computer software
licences.

INTEREST COST (PENSIONS)
For a defined benefit scheme, the expected increase during the period of the present value of the scheme liabilities
because the benefits are one period closer to settlement.

INVESTMENTS (PENSION FUND)

The investments of the Pension Fund will be accounted for in the statements of that fund. However, authorities are
also required to disclose, as part of the disclosure requirements relating to retirement benefits, the attributable share
of the pension scheme assets associated with their underlying obligations.

LIABILITY
A liability is where the Authority owes payment to an individual or another organisation.
e  Acurrent liability is an amount which will become payable or could be called in within the next accounting
period, e.g., creditors or cash overdrawn.
e Adeferred liability is an amount which by arrangement is payable beyond the next year at some point in
the future or to be paid off by an annual sum over a period of time.

LIQUID RESOURCES

Current asset investments that are readily disposable by the Authority without disrupting its business and are either:
e Readily convertible to known amounts of cash at or close to the carrying amount; or
e Traded in an active market

LONG-TERM CONTRACT

A contract entered into for the design, manufacture or construction of a single substantial asset or the provision of
a service (or a combination of assets or services which together constitute a single project), where the time taken
to substantially complete the contract is such that the contract activity falls into more than one accounting period.

MATERIALITY
The concept that the Statement of Accounts should include all amounts which, if omitted, or mis-stated, could be
expected to lead to a distortion of the financial statements and ultimately mislead a user of the accounts.

MINIMUM REVENUE PROVISION (MRP)
The minimum amount which must be charged to the revenue account each year to provide for the repayment of
loans and other amounts borrowed by the Authority.

NET BOOK VALUE
The amount at which fixed assets are included in the Balance Sheet, i.e., their historical costs or current value less
the cumulative amounts provided for depreciation.
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NET DEBT
The Authority’s borrowings less cash and liquid resources.

NON-DISTRIBUTED COSTS
These are overheads for which no user now benefits and as such are not apportioned to services.

NON-DOMESTIC RATES (NDR)

The Non-Domestic Rate is a levy on businesses, based on a national rate in the pound set by central government
and multiplied by the assessed rateable value of the premises they occupy. In England it is collected by the Authority
on behalf of itself, central government, and major preceptors. In Scotland it is collected by the Authority on behalf
of central government and then redistributed back to support the cost of services.

NON-OPERATIONAL ASSETS

Fixed assets held by the Authority but not directly occupied, used, or consumed in the delivery of services. Examples
are investment properties, assets under construction or assets surplus to requirements pending sale or
redevelopment.

OPERATING LEASE
A lease where the ownership of the fixed asset remains with the lessor.

OPERATIONAL ASSETS
Fixed assets held and occupied, used, or consumed by the Authority in the pursuit of its strategy and in the direct
delivery of those services for which it has either a statutory or discretionary responsibility.

PAST SERVICE COST (PENSIONS)

For a defined benefit pension scheme, the increase in the present value of the scheme liabilities related to employee
service in prior periods arising in the current period because of the introduction of, or improvement to retirement
benefits.

PENSION SCHEME LIABILITIES

The liabilities of a defined benefit pension scheme for outgoings due after the valuation date. Scheme liabilities
measured during the projected unit method reflect the benefits that the employer is committed to provide for service
up to the valuation date.

PRECEPT
The levy made by precepting authorities by billing authorities, requiring the latter to collect income from Council Tax
on their behalf.

PRIOR YEAR ADJUSTMENT

Material adjustments applicable to previous years arising from changes in accounting policies or from the correction
of fundamental errors. This does not include normal recurring corrections or adjustments of accounting estimates
made in prior years.

PROVISION
An amount put aside in the accounts for future liabilities or losses which are certain or highly likely to occur but the
amounts or dates of when they will arise are uncertain.

PUBLIC WORKS LOAN BOARD (PWLB)
A Central Government Agency, which provides loans for one year and above to authorities at interest rates only
slightly higher than those at which the government can borrow itself.

RATEABLE VALUE
The annual assumed rental of a hereditament, which is used for NDR purposes.
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RELATED PARTIES
There is a detailed definition of related parties in FRS 8. For the Council’s purposes related parties are deemed to
include the Authority’s members, the Chief Executive, its Directors and their close family and household members.

RELATED PARTY TRANSACTIONS

The Statement Of Recommended Practice requires the disclosure of any material transactions between the
Authority and related parties to ensure that stakeholders are aware when these transactions occur and the amount
and implications of such.

REMUNERATION

All sums paid to or receivable by an employee and sums due by way of expenses allowances (as far as those sums
are chargeable to UK income tax) and the money value of any other benefits. Received other than in cash. Pension
contributions payable by the employer are excluded.

RESERVES

The accumulation of surpluses, deficits, and appropriations over past years. Reserves of a revenue nature are
available and can be spent or earmarked at the discretion of the Authority. Some capital reserves such as the fixed
asset restatement account cannot be used to meet current expenditure.

RESIDUAL VALUE
The net realisable value of an asset at the end of its useful life.

RETIREMENT BENEFITS
All forms of consideration given by an employer in exchange for services rendered by employees that are payable
after the completion of employment.

REVENUE EXPENDITURE
The day-to-day expenses of providing services.

REVENUE EXPENDITURE CAPITALISED UNDER STATUTE (REFCUS)

Expenditure which ordinarily would be revenue but is statutorily defined as capital.

Examples of REFCUS include grants of a capital nature to voluntary organisations and back pay expenditure
capitalised under Secretary of State Direction.

REVENUE SUPPORT GRANT
A grant paid by Central Government to authorities, contributing towards the general cost of their services.

STOCKS
Items of raw materials and stores an authority has procured and holds in expectation of future use. Examples are
consumable stores, raw materials and products and services in intermediate stages of completion.

TEMPORARY BORROWING
Money borrowed for a period of less than one year.

TRUST FUNDS
Funds administered by the Authority for such purposes as prizes, charities, specific projects and on behalf of minors.

USEFUL ECONOMIC LIFE (UEL)
The period over which the Authority will derive benefits from the use of a fixed asset.

WORCESTERSHIRE PENSION FUND (WPF)

The Worcestershire Pension Fund is administered by Worcestershire County Council and consists of the County
and Districts within Worcestershire together with admitted bodies such as Academy Schools.
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