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Chief Financial Officer’s Narrative Report

Introduction

Welcome to the Narrative Report and Statement of Accounts for Stroud District Council. This
narrative report sets the scene and tells the story of the District Council over the past year.
Included within are details of the Council and the District, financial and non-financial performance
for the past year and prospects for the time ahead.

2021/22 was a year of recovering from the worst impacts of Covid-19, welcoming a new group of
Councillors and developing a new five-year Council Plan setting out our priorities and objectives
for the years to come. The following pages set out a summary of our performance and | hope you
find it interesting and informative.

Thank you for taking an interest in Stroud District Council and our financial position.

About the District

The District of Stroud is located in the County of Gloucestershire, and covers an area of
approximately 45,325 hectares (453 km? or 175 miles?). Stroud lies about 20 miles north of Bristol
and immediately south of Gloucester and Cheltenham. Gloucestershire sits at the periphery of
England’s south west and has close links with the Midlands, as well as South Wales. Stroud
District shares boundaries with Cotswold District, Gloucester City, Tewkesbury Borough and the
unitary authority of South Gloucestershire. Our neighbour to the west is the Forest of Dean, which
sits on the opposite bank of the River Severn estuary. Much of the eastern half of the District falls
into the Cotswold National Landscape (formerly an Area of Outstanding Natural Beauty).

O Stroud District

The Cotswolds Area of
Outstanding Natural Beauty
(AONB)

Internationally designated
wildlife sites

The River Severn estuary

/ Estuarine and river floodplain
///// (indicative)

Q Settlements and urban areas

% Main line rail stations
e wAvf02dS

B roads

. Main town centres




Stroud District Council Statement of Accounts 2021/22 |

e Stroud District has a population of 120,903 (ONS Mid 2020) living in 51,476 households

e Stroud’s population is expected to grow to 134,499 by 2040 (ONS Population Projections)

e The new draft local plan has set out a strategy for distributing an additional 12,600 homes by
2040

Political Structure

The Council consists of 51 elected members representing 28 wards across the District. Elections
are normally held every four years. The election due in May 2020 was postponed for one year
and then held in May 2021.

The political make-up of the Council during the 2021/22 year, after the election, was:

Labour 15
Green 13
Liberal Democrat 3
Conservative 19
Conservative (No Group) | 1

The Council is administered by a Co-Operative Alliance of the Labour, Green and Liberal
Democrat Parties. The Leader throughout the year was Councillor Doina Cornell (Labour)
and the Deputy Leader from May 2021 onwards was Councillor Catherine Braun (Green).
There was not previously a Deputy Leader in the Alliance set up. More recently (July 2022),
Councillor Catherine Braun has become the Leader with Councillor Natalie Bennett (Labour)
replacing her as Deputy Leader. The Council has adopted the Committee system as its
political management structure. The list of Committees and chairs during the 2021/22 year

is as follows.
Strategy and Resources Councillor Doina Cornell (Leader)
Community Services and Licensing Councillor Chris Brine
Housing Councillor Mattie Ross
Environment Councillor Chloe Turner (replaced Cllr Simon
Pickering after the election)
Audit and Standards Councillor Nigel Studdert-Kennedy
Development Control Councillor Martin Baxendale
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Senior Management

During the year the Council had a consistent Strategic Leadership Team, reporting to the Chief
Executive Kathy O’Leary. The team consisted of:

Monitoring Officer — Stephen Taylor

Strategic Director of Place — Brendan Cleere

Strategic Director of Change and Transformation - Adrian Blick (previously Caron Starkey)
Strategic Director of Communities — Keith Gerrard

Strategic Director of Resources — Andrew Cummings

The Chief Financial Officer (Section 151 Officer) is Andrew Cummings and the Monitoring Officer
is Stephen Taylor. The Monitoring Officer post was also held earlier in the year on an interim basis
by Jodie Townsend and before him Patrick Arran. A Permanent Monitoring Officer has now been
recruited to the Team who will begin work in 2022/23.

Our Vision and Priorities

Our vision as a Council is:

Leading a community that is making Stroud district a better place to live, work and visit for
everyone

After the election in May 2021, work began on revising the key priorities and objectives in a new
Council Plan which was adopted in October 2021.

The Council Plan 2021 — 2026 is built on three tiers consisting of our priorities, our objectives
and the key projects and activity the Council will undertake to achieve our objectives. A
summary of the Plan is shown in the table below and the full plan can be found on the Council’s
website.

Environment & Climate
Change
. 8 . 6 strategic 2.7 key
Protecting our environment objectives prOchFs_and
and leading the district to activities
carbon neutrality in 2030

Community Resilience and
Wellbeing 26 key

. . 5 strategic )
Strengthening & supporting objectives projects and

our communities so people activities
feel included and connected

Economy, Recovery and

Regeneration 5 strategic 2.1 key
; o A projects and
Supporting a thriving and objectives Sctivities

resilient local economy



https://www.stroud.gov.uk/media/1822558/31-council-plan-2021-2026.pdf
https://www.stroud.gov.uk/media/1822558/31-council-plan-2021-2026.pdf
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To ensure that the council has a co-ordinated approach to delivering its objectives, the key
projects and activities have been outlined in a Delivery Plan which also includes the governance
arrangements as well as the timescale for start and completion of the project. The Delivery Plan
also includes a full set of comprehensive performance indicators. Further information on
performance management is provided later in this narrative statement.

In-Year Financial Performance

The final General Fund Revenue budget for 2021/22, including corporate items and reserve
transfers, was £10.687m. The final outturn position for the year is £13.998m with net transfers
from reserves of £1.882m. Total funding was £13.878m, generating an underspend of £1.762m.

Funding was received in the following amounts:

Sources of Funding 2021/22

B8 Council Tax
Business Rates

B80ther Government Grants
(excl Covid)

The detailed outturn position is shown in the following table:
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2021/22 2021/22 2021/22

Revised |2021/22 Reserve Outturn

Budget |Outturn | Transfers | Variance
GENERAL FUND £000 £000 £000 £000
Community Services 3,252 3,788 a72) 364
Environment 5,917 4,860 214 (843)
Housing General Fund 980 564 344 (72)
Strategy and Resources 8,184 6,990 724 (469)
SSC Income from HRA (2,058) | (2,205) 0 (247)
Net Revenue Expenditure 16,275 | 13,998 1,109 (1,167)
Funding from Govt Grants/Council Tax (10,687) | (13,878) 2,235 (956)
Transfers to Earmarked Reserves (5,588) | (1,882) (3,344) 362
Total General Fund 0| (1,761) 0 (1,761)

Table contains rounding (see Glossary) which can affect the arithmetic accuracy of the
figures.

The Council outturn variance can be summarised in the following table:

Variance

Service Area ([ e

overspend

£k

Community Services and Licensing
Housing Benefit subsidy 406
Community Health and Wellbeing (67)
Customer Services 94
Public spaces (90)
Environment
Waste and recycling (616)
Development control (138)
Strategy & Resources
Covid-19 expenditure/loss of income (666)
Information & Communication Technology 218
Support charge income from HRA (147)
Remove transfer to Waste and Recycling 181
reserve
Funding - Business Rates (432)
Business Rates Pool (399)
Other variances (net) (105)
Total (1,761)

The Council’s outturn report giving full details of budget performance across the year was
published as a Strategy and Resources paper in July 2022, available on the Council website.

-5-
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There has been a net reduction in General Fund earmarked reserves in the year of £1.171m.
There is a reduction in the Collection Fund smoothing reserve of £2m, whilst there are increases
in a number of reserves related to priority projects and risk protection, including a new “Projects
Reserve”. The reduction in the Collection Fund smoothing reserve was anticipated and relates
to a decrease in the net deficit on the Council’s collection fund as the recovery from the pandemic
continues. It does not therefore represent a risk to the Council’s financial position. The increases
in the projects and other reserves leaves more funding available in future financial years to commit
to future expenditure. The Community Infrastructure Levy reserve is transferred to Capital Grants
Unapplied.

There has been no change in the Council’'s bottom-line General Fund balance which currently
stands at £2.169m.

A summary of the General Fund Reserve position is shown in the table. Full details of reserve
movements are also included in the outturn report.

Balan(;e In year Balance
1 April movement 31 March
2021 K 2022
£k £k

Brimscombe Port Redevelopment 397 62 459
Business rates pilot 976 377 1,353
Business rates safety net 2,492 641 3,133
Capital 3,601 (49) 3,552
Climate change 438 36 475
Collection Fund Smoothing reserve 5,235 (2,000) 3,235
Community Infrastructure Levy 1,001 -1,001 -
Covid-19 recovery 553 (242) 312
MTFP equalisation 6,846 1 6,847
Projects - 907 907
Repairs and replacement 304 267 570
Transformation 393 (293) 100
Waste management 600 311 911
Other reserves 2,367 (188) 2,179
General Fund Balance 2,169 - 2,169
Total General Fund Reserves 27,373 (1,271) 26,202

Table contains rounding (see Glossary) which can affect the arithmetic accuracy of the figures.
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The following chart shows a comparison of budget against actual outturn for each of the Service
Committees and corporate items of income and expenditure.

General Fund Outturn by Committee 2021/22

Strategy and Resources

Housing General Fund

Environment

Community Services and Licensing

£.0m £2.0m £4.0m £6.0m £8.0m £10.0m

Budget &Outturn

Business Rates Pilot

Gloucestershire continues to operate a Business Rates pool which allows authorities to share in
the risks and rewards of the business rates retention system and allows additional growth to be
retained in the County. This is allocated in the following proportions:

e 20% to the Strategic Economic Development Fund (SEDF).
e 20% of the remaining balance goes to Gloucestershire County Council.
e The remainder is split between District Councils.

The SEDF is administered by the Gloucestershire Economic Growth Joint Committee and is
distributed to strategic growth projects around the county.

The total pool growth retained was £3.188m of which Stroud District Council received £0.399m.
The pool growth was lower than in previous years, however this still represents a significant
source of funding for Council priorities. This gain has been placed in a reserve and will be used
in future years for supporting the Council’s bid to Central Government’s “Levelling Up Fund” and
for investing into improvements in cyber security.

The Gloucestershire pool is continuing to operate into the 2022/23 year. Further gains from
business rates pooling can therefore be expected until such point as an anticipated review of local
government finance “resets” business rate growth. This reset of growth would mean that much of
the income from pooling is returned to Central Government and the future of the pool would
therefore be assessed at that point.
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Housing Revenue Account

The Council owns and maintains its own council housing stock and manages 4,998 properties
with a balance sheet value of £300m (2020/21 £275m).

In 2021/22 the HRA had an overspend against budget of £0.332m. The main reasons for the
variance are:

e £0.428m loss of income and Council Tax payable due to voids

e (£0.291m) salary underspends (excluding Property Care)

e £0.387m additional spend on repairs and maintenance

The HRA outturn position for 2021/22 shows a transfer from general reserves of £0.051m, a net
transfer to earmarked reserves of £1.119m and a net transfer of £1.409m has been made from
the Major Repairs Reserve. This includes £0.624k that has been reversed from a provision held.
The following table shows the position of HRA reserves for 2021/22.

HRA Balances 2021/22 Opening Net transfers Closing
balance to/(from) balance
£k £k £k
General Reserves 4,611 (51) 4,560
Earmarked Reserves 5,668 1,119 6,787
Major Repairs Reserve 5,965 (1,409) 4,556
Total balances 16,244 (341) 15,903

Capital Outturn

General Fund capital expenditure for 2021/22 was £9.333m (£5.513m in 2020/21). Major General
Fund capital projects included the Canal Phase 1B (Stonehouse to Saul Junction) (£3.859m),
Brimscombe Port Redevelopment (£0.531m), Water Source Heat Pumps (£1.600m) and the
Green Home LADS Park Homes (£1.594m). HRA Capital spend was £14.817m (£7.171m in
2020/21). £8.316m of this relates to major works on dwellings, with £6.501m relating to
expenditure on the New Build and Development programme.
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Capital Expenditure
£16.0m
£14.0m
£12.0m
£10.0m
£8.0m ©2020/21
£6.0m @2021/22
£4.0m
£2.0m
£0.0m

General Fund HRA

The Capital Programme is financed through a number of different sources — capital receipts
(mainly Right to Buy council house sales), external grants and contributions, General Fund
capital reserve, other earmarked reserves and borrowing.

Capital Financing 2021/22

B Major Repairs Reserve

@ Revenue/reserves

O Capital receipts

8 Grants and

contributions
B8Borrowing
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Pension Fund performance

The balance sheet position of the Council’s pension fund deficit has decreased in 2021/22 by
£14.583m to £36.621m (£51.204m 2020/21). The majority of this change is a result of changes
in financial assessments made by the Pension Fund actuaries.

Non-Financial Performance

The Council recognises the vital importance of capturing non-financial performance. It has
continued to perform strongly in year and has also brought in a number of changes to how it
gauges levels of performance. For the first time, the newly adopted Council Plan is accompanied
by a Delivery Plan including a comprehensive suite of Key Performance Indicators allowing
detailed analysis of plan progression.

The Council again undertook its annual budget survey of residents which continues to show high
levels of satisfaction with Council services, albeit with some small decreases. Some of the key
highlights are shown below.

LG Satisfaction Questions residents responded with:

o 94% are satisfied with their local area as a place to live (94% in 2020).

e 75% are satisfied with the way SDC runs things (81% in 2020).

e 68% agree that services have been maintained to a good standard (75% in 2020)

e 57% agree that SDC is business like and efficient (63% in 2020).

e 66% think that SDC acts upon the concerns of local residents a great deal or a fair
amount. (70% in 2020).

o 70% think that SDC keeps residents very or fairly well informed (78% in 2020).

Key highlights of Council activity in the year include:

e Production of the new Council Plan with the priorities for the next five years

Development of a Canal Strategy in relation to capturing the benefits of the restored canal
corridor

Established a carbon neutral 2030 community engagement board

Increased the proportion of the Council fleet powered by low carbon technologies
Introduced a policy on ethical investments

Completed the installation of the Ocean Railway Bridge as part of the next stage of the
Cotswold Canals Connected Project

e Achieving the Workplace Wellbeing Award from Healthy Lifestyles Gloucestershire

Policy Committees have considered detailed performance monitoring reports throughout the year.
The most recent report to the Strategy and Resources Committee can be found here.

With the adoption of a new Council Plan the authority recognised the need for a corresponding
review of the performance management framework. Within the committee system the Council’s
Policy Committees are a vital component in ensuring that there is effective scrutiny of
performance. In November 2021 a new performance management framework was adopted and
can be found at the following link. This is accompanied by a Delivery Plan for the new Council
which includes the new Key Performance Indicators. This was agreed in January 2022 and can

-10 -
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be found at this link. Performance against these indicators will be reviewed on a quarterly basis
throughout the upcoming year.

In March 2022 the Council was delighted to welcome back a Corporate Peer Challenge Team
from the Local Government Association. This team of member and officer peers was reviewing
the progress made since the last peer challenge and also considering how the Council had
responded to the demands of the pandemic. The final report produced was positive about the
Council’'s achievements and also included some recommendations for further improvements in
future. The report was agreed at a full Council meeting in May 2022 and can be viewed at the
following link.

The Outlook for the Future

The Council’s financial position continues to be strong. Income streams have begun to recover
from the pandemic and not all of the funding set aside to mitigate against the pandemic impact
was required. The overall reserves balances have remained broadly stable whilst at the same
time funding for Council priorities are increased. Inflationary pressures are likely to be a
significant factor in increasing costs over the coming months but the financial outturn for 2021/22
has already allocated additional sums into reserves to mitigate against the risks created.

The newly published Council Plan is an ambitious set of objectives and undoubtedly sets
challenging targets for the five years ahead. The renewed set of priority projects creates an
overarching strategic framework into which all of the Council’s policies and strategies can be
directed. In particular, it is vital that the Council’'s Medium Term Financial Plan is fully integrated
with the Council Plan. When setting the budget in February 2022 Councillors for the first time
were able to consider the allocation of Council Budgets against specific Council Plan targets. This
joined up strategic process helps to ensure effective value for money for local residents and
businesses.

The Council’'s ambitious modernisation plan “Fit for the Future” (FFF) has continued over the
past year, having begun in 2020. The aim of this plan is to ensure that the Council puts the
community at the heart of everything it does. FFF seeks to ensure that the Council provides
services that residents want, in a way that they want them to be provided. It also seeks to
ensure that the Council has a well-trained and rewarded workforce, who get the support that
they need to provide high quality services in an efficient way.

The FFF plan has already begun to deliver on a number of projects in the year including;

e Procurement of a new “Digital Platform” which will allow significant advancements in
online functionality

¢ Implementation of a new set of Corporate Values and Behaviours

¢ Development of Customer Care Standards setting out what residents can expect when
they contact the Council

¢ Implementation of a new HR and Payroll software system

The Council Plan places the development of the local economy as one of the three Council
priorities. In order to help achieve this an Economic Development Strategy has been developed.
This Strategy has a long term ten-year timescale to ensure sustainable business is prioritised
over the life of the Council Plan and beyond.

-11 -
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Summary of the Core Financial Statements

The Statement of Accounts summarises the Council’s financial performance and cash flows for
the 2021/22 financial year from 1 April 2021 to 31 March 2022 and its position at the financial
year-end of 31 March 2022.

There are five core financial statements:

Expenditure and Funding Analysis (page 14)

This statement shows how the Council’s annual expenditure is used and funded from resources
(government grants, rents, council tax and business rates) compared with those resources
consumed or earned by the Council in accordance with generally accepted accounting practices.

Comprehensive Income and Expenditure Statement (page 15)
This statement shows the accounting cost in the year of providing the Council’s services.

Movement in Reserves Statement (page 16)

This statement shows the movement in the year on the different reserves held by the Council,
analysed into ‘usable reserves’ (i.e. those that can be applied to fund expenditure or reduce local
taxation) and other reserves. Usable reserves increased by £0.473m in 2021/22, (2021/22
£55.286m, 2020/21 £54.813m), with unusable reserves increasing by £37.806m (2021/22
£200.373m, 2020/21 £162.567m).

Balance Sheet (page 18)
This statement shows the assets and liabilities of the Council. The Total Net Worth of the Council
increased by £38.279m in the year (2021/22 £255.659m, 2020/21 £217.380m).

Cash Flow Statement (page 19)
This statement shows the changes in cash and cash equivalents in the year. There was an
increase in cash and cash equivalents of £5.406m (2021/22 £24.661m, 2020/21 £19.255m).

These are further supported by supplementary financial statements for:

Housing Revenue Account Income and Expenditure Statement (page 83)
This statement shows the economic cost in the year of providing Housing services through the
HRA.

Collection Fund Statement (page 89)

This statement shows the Council Tax and Non-Domestic Rates (NNDR) income received in the
year less precepts and charges to the collection fund. Overall, the deficit on the NNDR element
has decreased by £4.903m (2021/22 £7.711m deficit, 2020/21 £12.614m deficit). There is also
a decrease in the Council Tax deficit of £0.421m (2021/22 £0.679m deficit, 2020/21 £1.100m
deficit).

-12 -
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Statement of Responsibilities for the Statement of Accounts

The Council's responsibilities

The Council is required to:

« Make arrangements for the proper administration of its financial affairs and to ensure that the
Section 151 Officer has responsibility for the administration of those affairs.

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

« Approve the Statement of Accounts.

The Section 151 Officer's responsibilities

The Section 151 Officer is responsible for the preparation of the Council's Statement of Accounts
(which includes the financial statements) in accordance with proper practices as set out in the
CIPFA/LASAAC Code of Practice on Local Council Accounting in the United Kingdom (the
‘Code’).

In preparing this Statement of Accounts, the Section 151 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 Council Code.
The Section 151 officer has also:
e Kept proper accounting records which were up to date.
e Taken reasonable steps for the prevention and detection of fraud and other irregularities.

| certify that the Statement of Accounts gives a true and fair view of the financial position of the
Council at 31 March 2022 and of its income and expenditure for the year then ended.

Signed: Date:

Andrew Cummings 30 November 2022
Section 151 Officer

-13 -
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Core Financial Statements

Core Financial Statements contain rounding (see Glossary) which affects the arithmetic accuracy of the figures.

Expenditure and Funding Analysis

The objective of the Expenditure and Funding Analysis is to demonstrate to council tax and rent payers how the funding available to the Council
(i.e. government grants, rents, council tax and business rates) for the year has been used in providing services in comparison with those
resources consumed or earned by the Council 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 committees. Income and expenditure
accounted for under generally accepted accounting practices is presented more fully in the Comprehensive Income and Expenditure Statement.

Expenditure and Funding Analysis

2020/21

Adjustments
between the

2021722

Adjustments
between the

Net Expenditure
Chargeable to the

Net Expenditure in
the Comprehensive

Net Expenditure
Chargeable to the

Net Expenditure in
the Comprehensive

General Fund and Funding and Income and General Fund and Funding and Income and
HRA Balances Accounting Basis Expenditure Statement HRA Balances Accounting Basis Expenditure Statement
(Note 7) Figures in £000s (Note 7)
Expenditure on Council Services
4,229 -2,187 6,416 Community Services Committee 3,788 -2,299 6,087
5,298 -4,797 10,094 Environment Committee 4,860 -7,132 11,992
579 -2,146 2,725 Housing Committee - General Fund 564 -2,617 3,181
-7,152 -456 -6,696 Housing Committee - Housing Revenue Account -1,068 3,950 -5,018
11,168 6,691 4,478 Strategy & Resources Committee 6,990 -1,518 8,509
14,122 -2,895 17,017 Net cost of services 15,135 -9,614 24,750
-23,056 -3,456 -19,600 Otherincome and expenditure -15,032 11,284 -26,317
-8,934 -6,350 -2,584 Surplus (-) or deficit on Provision of Services 103 1,670 -1,567
-28,717 Opening General Fund and HRA balance -37,651
-8,934 Surplus or deficit on General Fund and HRA balance in year 103
-37,651 Closing General Fund and HRA Balance -37,548
General Housing Revenue Total General Housing Revenue Total
Fund Account Fund Account
Balances Balances
Balance Balance Balance Balance
-20,361 -8,355 -28,716 Opening balance -27,373 -10,279 -37,651
-7,010 -1,924 -8,934 Surplus (-) / deficit 1,171 -1,068 103
-27,373 -10,279 -37,651 Closing balance -26,202 -11,347 -37,548

-14 -
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Comprehensive Income and Expenditure Statement

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

Comprehensive Income and Expenditure Statement

2020/21 2021/22
Gross Gross Net Gross Gross Net
expenditure income  expenditure Figures in £000s Notes expenditure income expenditure
Expenditure on Council Services

25,504 -19,087 6,416 Community Services Committee 25,548 -19,461 6,087
15,359 -5,265 10,094 Environment Committee 18,377 -6,385 11,992
3,099 -374 2,725 Housing Committee - General Fund 3,774 -593 3,181
16,247 -22,943 -6,696 Housing Committee - Housing Revenue Account 18,236 -23,255 -5,018
7,390 -2,912 4,478 Strategy & Resources Committee 11,304 -2,796 8,509
67,598 -50,582 17,017 Surplus (-) / Deficit on Operations 77,239 -52,490 24,750
4 952 -816 4,136 Other Operating Expenditure 11 4,996 -1,304 3,692
4,399 -470 3,929 Financing & Investment Income & Expenditure 12 3,734 -422 3,313
- -27,666 -27,666 Taxation & Non-Specific Grant Income 13 - -33,322 -33,322
-2,584 Surplus (-) / Deficit on Provision of Services -1,567
13.276 Surplus (-) / deficit on revaluation of property, plant & o5 19214

equipment assets
11,810 Actuarlal_rem_gasurement gains (-) / losses on pension 32 17498

assets/ liabilities
-1,466 Other Comprehensive Income & Expenditure -36,712
-4,050 Total Comprehensive Income & Expenditure -38,279

=15 -
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Movement in Reserves Statement

This statement shows the movement in the year on the different reserves held by the Council, analysed into ‘usable reserves’ (i.e. those that
can be applied to fund expenditure or reduce local taxation) and ‘unusable reserves’. The statement shows how the movements in year of the
authority’s reserves are broken down between gains and losses incurred in accordance with generally accepted accounting practices and the
statutory adjustments required to return to the amounts chargeable to council tax (or rents) for the year. The net increase/decrease line shows
the statutory general fund balance and Housing Revenue Account (HRA) balance movements in the year following those adjustments.

Movement in Reserves Statement 2021/22

(@) (b) (©) (d) (€) (f) @ (h)

General Housing  Major  Capital  Capital Total Unusable Total
Fund Revenue Repairs Receipts Grants Usable Resenes Authority
Balance Account Reserve Reserve Unapplied Reserves Reserves
Notes £000 £000 £000 £000 £000 £000 £000 £000
Balance at 31 March 2021 27,373 10,279 5965 10,259 938 54,813 162,567 217,380
Surplus or (deficit) on provision of services (accounting basis) -1,297 2,865 - - - 1,567 - 1,567
Other Comprehensive Income & Expenditure - - - - - - 36,712 36,712
Total Comprehensive Income & Expenditure -1,297 2,865 - - - 1567 36,712 38,279
Adjustments between accounting basis & funding basis under regulations 9 127 -1,797 -1,409 -216 2,201 -1,094 1,094 -
Increase / (Decrease) in Year -1,171 1,068 -1,409 -216 2,201 473 37,806 38,279
Balance at 31 March 2022 26,202 11,347 4,556 10,042 3,139 55,286 200,373 255,659
General
HRA Total
General Fund and HRA balance analysed over Fund ota
£000 £000 £000
Amounts earmarked 10 24,032 6,787 30,819
Amounts uncommitted 2,169 4,560 6,729
Total General Fund and HRA balance as at 31 March 2022 26,202 11,347 37,548

-16 -
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Movement in Reserves Statement 2020/21

(@) (b) (©) (d) (€) (f) @ (h)

General Housing  Major  Capital  Capital Total Unusable Total
Fund Revenue Repairs Receipts Grants Usable Resenes Authority
Balance Account Reserve Reserve Unapplied Reserves Reserves
Notes £000 £000 £000 £000 £000 £000 £000 £000
Balance at 31 March 2020 20,361 8,355 4520 10,611 1,044 44,893 168,437 213,330
Surplus or (deficit) on provision of services (accounting basis) -1,179 3,763 - - - 2,584 - 2,584
Other Comprehensive Income & Expenditure - - - - - - 1,466 1,466
Total Comprehensive Income & Expenditure -1,179 3,763 - - - 2,584 1,466 4,050
Adjustments between accounting basis & funding basis under regulations 9 8,189 -1,839 1,445 -353 -107 7,336 -7,336 -
Increase / (Decrease) in Year 7,010 1,924 1,445 -353 -107 9,920 -5,870 4,050
Balance at 31 March 2021 27,373 10,279 5965 10,259 938 54,813 162,567 217,380
General
HRA Total
General Fund and HRA balance analysed over Fund ota
£000 £000 £000
Amounts earmarked 10 25,203 5,668 30,871
Amounts uncommitted 2,169 4,611 6,780
Total General Fund and HRA balance as at 31 March 2021 27,373 10,279 37,651
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Balance Sheet

Balance Sheet

31 March 2021 Notes 31 March 2022
£000 £000
330,360 Property, Plant & Equipment 14 356,418
140 Heritage Assets 15 140
6 Intangible Assets -
9,867 Long Term Investments 17 10,750
284 Long-term Debtors 17 287
340,657 Long-term Assets 367,595
28,821 Short-term Investments 17 28,814
- Assets Held for Sale 21 174
11,286 Short-term Debtors 19 12,656
19,255 Cashand Cash Equivalents 20 24,661
59,361 Current Assets 66,305
- Short Term Borrowing 17 -2,000
-24,995 Short-term Creditors 22 -35,565
24,995 Current Liabilities -37,565
-2,186 Long-term Creditors 22 -2,186
-1,536 Provisions 23 -1,151
-102,717 Long-term Borrowing 17 -100,717
-51,204 Pension Reserve 32 -36,621
157,643 Long-term Liabilities -140,676
217,380 NetAssets 255,659

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. Usable reserves are
those reserves that the Council may use to provide services, subject to the need to maintain a
prudent level of reserves and any statutory limitation on their use (for example the Capital
Receipts Reserve that may only be used to fund capital expenditure or repay debt). Unusable
reserves are reserves that the Council may not use to provide services. This category includes
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 shown in the Movement in Reserves Statement line ‘Adjustments
between accounting basis and funding basis under regulations’.
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Cash Flow Statement

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

Cash Flow Statement

31 31
March Notes March
2021 2022
£000 £000
-2,584  Net surplus (-) or deficit on the provision of services -1,567
Adjust net surplus or deficit on the provision of services for non-cash
-19,668 movements 26 -21,513
Adjust for items included in the net surplus or deficit on the provision of
2,232 services that are investing and financing activities 2,588
-20,020 Net cash flows from Operating Activities -20,492
16,259 Investing Activities 27 15,086
1,000 Financing Activities 28 -
-2,761 Netincrease (-) or decrease in cash and cash equivalents -5,406
16,494 Net cash and cash equivalents at the beginning of the reporting period 19,255
19,255 Net cash and cash equivalents at the end of the reporting period 20 24,661
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NOTES TO THE CORE FINANCIAL STATEMENTS

1.

(@)

(b)

()

Accounting Policies

General Principles

The Statement of Accounts summarises the Council’s transactions for the 2021/22 financial
year and its position at the year-end of 31 March 2022. The Council is required to prepare
an annual Statement of Accounts by the Accounts and Audit (England) Regulations 2015,
which those regulations require to be prepared in accordance with proper accounting
practices. These practices under Section 21 of the 2003 Act primarily comprise the Code of
Practice on Local Council Accounting in the United Kingdom 2021/22 supported by
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.

Accruals of Income and Expenditure

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

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

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

e Expenses in relation to services received (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, on the basis of the effective interest rate for
the relevant financial instrument rather than the cash flows 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.

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 highly liquid
investments that mature in no more than three months from the date of acquisition and that
are readily convertible to known amounts of cash with insignificant risk of change in value.

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

(e)

(f)

Prior Period Adjustments, Changes in Accounting Policies and Estimates and Errors

Prior period adjustments may arise as a result of a change in accounting policies 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 Council’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. There are none to be
disclosed in this Statement of Accounts.

Charges to Revenue for Non-Current Assets

Services, support services and trading accounts are debited with the following amounts to
record the cost of holding non-current 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 services 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 Council is not required to raise council tax to fund depreciation, revaluation and
impairment losses or amortisations. However, it is required to make an annual contribution
from revenue towards the reduction in its overall borrowing requirement, equal to an amount
calculated on a prudent basis determined by the Council in accordance with statutory
guidance. Depreciation, revaluation and impairment losses and amortisations are therefore
replaced by the contribution in the General Fund Balance - Minimum Revenue Provision
(MRP), by way of an adjusting transaction, with the Capital Adjustment Account in the
Movement in Reserves Statement for the difference between the two.

Council Tax and Non-Domestic Rates

Billing authorities act as agents, 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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(9)

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.

Where debtor balances for the above are identified as impaired because of a likelihood
arising from a past event that payments due under the statutory arrangements will not be
made (fixed or determinable payments), the asset is written down and a charge made to the
Financing and Investment Income and Expenditure line in the Comprehensive Income and
Expenditure Statement. The impairment loss is measured as the difference between the
carrying amount and the revised future cash flows.

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,
bonuses and non-monetary benefits (e.g. cars) for current employees, and are recognised
as an expense for services in the year in which employees render service to the Council. An
accrual is made for the cost of holiday entitlement (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 entitlements
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 decisions by the Council to
terminate an officer's employment before the normal retirement date or an officer’s decision
to accept voluntary redundancy. They are charged on an accruals basis to the
Comprehensive Income and Expenditure Statement when the Council is demonstrably
committed to the termination of the employment of an officer or group of officers or making
an offer to encourage voluntary redundancy.

Where termination benefits involve the enhancement of pensions, statutory provisions
require the General Fund Balance to be charged with the amount payable by the Council to
the pension fund or the pensioner in the year, not the amount calculated according to the
relevant accounting standards. In the Movement in Reserves Statement, appropriations are
required to and from the Pensions Reserve to remove the notional debits and credits for
pension enhancement termination benefits and replace them with debits for the cash paid
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(h)

to the pension fund and pensioners and any such amounts payable but unpaid at the year-

end.

Post-employment Benefits

Most employees of the Council are members of the Local Government Pension Scheme,
administered by Gloucestershire County Council. This scheme provides defined benefits to
members (retirement lump sums and pensions), earned as employees worked for the

Council.

The Local Government Pension Scheme

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

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

e Liabilities are discounted to their value at current prices, using a discount rate of 2.7%
(2% in 2020/21) at the 1AS19 valuation date (based on the indicative rate of return on
high quality corporate bonds — iBoxx AA corporate bond index).

e The assets of the Gloucestershire County Council pension fund attributable to the
Council are included in the Balance Sheet at their fair value:

Quoted securities — current bid price.
Unquoted securities — professional estimate.
Unitised securities — current bid price.
Property — market value.

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

Service Cost comprising:

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

Past service cost — the increase in liabilities arising from scheme amendment or
curtailment where the effect relates to years of service earned in earlier years —
debited to the Surplus or Deficit on the Provision of Services in the Comprehensive
Income and Expenditure Statement.

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

Re-measurements comprising:

e Return on plan assets — excluding amounts included in net interest on the net defined
benefit liability (asset) — charged to the Pension Reserve as Other Comprehensive
Income and Expenditure.

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

e Contributions paid to the Gloucestershire County Council pension fund — cash paid
as employer’s contributions to the pension fund in settlement of liabilities, not
accounted for as an expense.

In relation to retirement benefits, statutory provisions require that the General Fund Balance
is charged with the amount payable by the Council to the pension fund or directly to
pensioners in the year, not the amount calculated according to the relevant accounting
standards. In the Movement in Reserves Statement, this means that there are transfers to
and from the Pension Reserve to remove the notional debits and credits for retirement
benefits and replace them with debits for the cash paid to the pension fund and pensioners
and any such amounts payable but unpaid at the year-end. The negative balance that arises
on the Pensions Reserve thereby measures the beneficial impact to the General Fund of
being required to account for retirement benefits on the basis of cash flows rather than as
benefits are earned by employees.

Discretionary Benefits

The Council also has restricted powers to make discretionary awards of retirement benefits
in the event of early retirements. Any liabilities estimated to arise as a result of an award to
any member of staff 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 is 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.

e Those that are indicative of conditions that arose after the reporting period — the
Statement of Accounts is 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.

No events have taken place after the date of authorisation for issue that are required to be
included in this Statement of Accounts.
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Financial Instruments
Financial Liabilities

Financial liabilities are recognised on the Balance Sheet when the Council becomes a party
to the contractual provisions of a financial instrument and are initially measured at fair value
and are carried at their amortised cost. Annual charges to the Financing and Investment
Income and Expenditure line in the Comprehensive Income and Expenditure Statement for
interest payable are based on the carrying amount of the liability, multiplied by the effective
rate of interest for the instrument. The effective interest rate is the rate that exactly discounts
estimated future cash payments over the life of the instrument to the amount at which it was
originally recognised.

For most of the borrowings that the Council has, this means that the amount presented in
the Balance Sheet is the outstanding principal repayable (plus accrued interest) and interest
charged to the Comprehensive Income and Expenditure Statement is the amount payable
for the year according to the loan agreement.

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

Financial Assets

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

e Amortised cost.

e Fair value through profit or loss (FVPL).

e Fair value through other comprehensive income (FVOCI) [separate accounting policy is
required where an authority holds financial instruments at fair value through other
comprehensive income].

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

Financial Assets Measured at Amortised Cost

Financial assets measured at amortised cost are recognised on the Balance Sheet when
the Council becomes a party to the contractual provisions of a financial instrument and are
initially measured at fair value. They are subsequently measured at their amortised cost.
Annual credits to the Financing and Investment Income and Expenditure line in the
Comprehensive Income and Expenditure Statement (CIES) for interest receivable are based
on the carrying amount of the asset multiplied by the effective rate of interest for the
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(k)

instrument. For most of the financial assets held by the Council, this means that the amount
presented in the Balance Sheet is the outstanding principal receivable (plus accrued
interest) and interest credited to the CIES is the amount receivable for the year in the loan
agreement.

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

Expected Credit Loss Model

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

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

Financial Assets Measured at Fair Value through Profit or Loss

Financial assets that are measured at Fair Value through Profit or Loss are recognised on
the Balance Sheet when the authority becomes a party to the contractual provisions of a
financial instrument and are initially measured and carried at fair value. Fair value gains and
losses are recognised as they arise in the Surplus or Deficit on the Provision of Services.

The fair value measurements of the financial assets are based on the following techniques:

¢ Instruments with quoted market prices — the market price.
e Other instruments with fixed and determinable payments — discounted cash flow
analysis.

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

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

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

e Level 3 inputs — unobservable inputs for the asset.

Any gains and losses that arise on the de-recognition of the asset are credited or debited to
the Financing and Investment Income and Expenditure line in the Comprehensive Income
and Expenditure Statement.

Foreign Currency Translation

If the Council entered into a transaction denominated in a foreign currency, the transaction
would be converted into sterling at the exchange rate applicable on the date the transaction
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was effective. If amounts in foreign currency were outstanding at the year-end, they would
be reconverted at the spot exchange rate at 31 March. Resulting gains or losses would be
recognised in the Financing and Investment Income and Expenditure line in the
Comprehensive Income and Expenditure Statement.

Government Grants and Contributions

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

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

Amounts recognised as due to the Council are not credited to the Comprehensive Income
and Expenditure Statement until conditions attached to the grant or contributions have been
satisfied. Conditions are stipulations that specify that the future economic benefits or service
potential embodied in the asset acquired using 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-ring-fenced 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 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.

Community Infrastructure Levy

The authority has elected to charge a Community Infrastructure Levy (CIL). The levy will be
charged on new builds (chargeable developments for the authority) with appropriate
planning consent. The Council charges for and collects the levy, which is a planning charge.
The income from the levy will be used to fund a number of infrastructure projects (these
include transport, flood defences and schools) to support the development of the area.

CIL is received without outstanding conditions; it is therefore recognised at the
commencement date of the chargeable development in the Comprehensive Income and
Expenditure Statement, in accordance with the accounting policy for government grants and
contributions set out above. CIL charges will be largely used to fund capital expenditure.
However, a small proportion of the charges (for this Council) may be used to fund revenue
expenditure.
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(m) Heritage Assets

(n)

Heritage assets are defined as assets with historical, artistic, scientific, technological,
geophysical or environmental qualities that are held and maintained principally for their
contribution to knowledge and culture.

Assets owned by the Council at 31 March 2022 that fit the definition of heritage assets are:

Nailsworth Fountain

Stroud from Rodborough Fort, painting c1850 by A N Smith
The Arch, Paganhill

Warwick Vase

Woodchester Mansion

These assets are held at cost. The carrying amounts of heritage assets are reviewed where
there is evidence of impairment, e.g. where an item has suffered physical deterioration or
breakage or where doubts arise as to its authenticity. Any impairment is recognised and
measured in accordance with the Council’s general policies on impairment — see note (t) in
this summary of significant accounting policies. Should a heritage asset be disposed of the
proceeds would be accounted for in accordance with the Council’s general provisions
relating to the disposal of property, plant and equipment. Disposal proceeds are disclosed
separately in the notes to the financial statements and are accounted for in accordance with
statutory accounting requirements relating to capital expenditure and capital receipts.

Intangible Assets

Expenditure on non-monetary assets that do not have physical substance but are controlled
by the Council as a result 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 Council.

Internally-generated assets are capitalised when it is demonstrable that the project is
technically feasible and is intended to be completed (with adequate resource available) and
the Council 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 Council’s goods or services.

Intangible assets are measured initially at cost. Amounts are only revalued where the fair
value of the assets held by the Council can be determined by reference to an active market.
In practice, no intangible asset held by the Council 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 there is an
indication that the asset might be impaired — any losses recognised are posted to the 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.
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(0)

(p)

(@)

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

The Council is required to consider all its interests (including those in local authorities and
similar bodies) and to prepare a full set of Group Financial Statements where they have
material interests in subsidiaries, associates or joint ventures. The canal phase 1A project
required that significant sums of money were managed by the Council to deliver this major
infrastructure scheme by the end of 2017, which included £12.7m of grant from the Heritage
Lottery Fund. The Council is now working on the implementation of phase 1B, which is a
£20m project to link to the national canal network. Many of the land aspects of this project
are managed separately by the Stroud Valleys Canal Company. The Council has
membership of the Company, but does not have access to benefits or exposure to the risk
of a potential loss so there is no group relationship.

Ubico Ltd. was originally formed in 2012 as a company wholly-owned by its shareholders.
Cheltenham Borough Council, Cotswold District Council, Forest of Dean District Council,
Gloucestershire County Council, Tewkesbury Borough Council, West Oxfordshire District
Council and Stroud District Council are the current owners. Each of the seven local
authorities are equal 14.29% shareholders. The company is responsible for delivering the
shareholders’ environmental services such as refuse and recycling within their respective
council boundaries. Stroud District Council joined in January 2016 and in July 2016 Ubico
Ltd. took over delivery of the waste and recycling service from Veolia Ltd. Since Stroud
District Council does not exercise control or joint control or significant influence over the
company, its accounts have not been consolidated into the group accounts, however full
disclosure notes are provided.

Inventories and Long-term Contracts
Inventories are included in the Balance Sheet at the lower of cost and net realisable value.

Long-term contracts are accounted for on the basis of 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.

Leases

Leases are classified as finance leases when the terms of the lease transfer substantially
all the risks and rewards incidental to ownership of the property, plant 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 building 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 fulfilment of the arrangement is dependent on the use of specific assets.
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The Council as Lessee
Finance Leases

Property, plant and equipment held under finance lease are 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 Council
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
periods in which they are incurred.

Lease payments are apportioned between:

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

e Afinance 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
polices 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 Council at the end of the lease period).

The Council 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 impairment 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.

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 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 rent-free period at
the commencement of the lease).

The Council as Lessor
Finance Leases

Where the Council grants a finance lease over a property or an item of plant 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 written off to the Other Operating Expenditure
line in the Comprehensive Income and Expenditure Statement as part of the gain or loss on
disposal. A gain, representing the Council’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
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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 are 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).

¢ 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 rentals
in future financial years, this is posted out of the General Fund Balance to the Deferred
Capital Receipts Reserve. 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.

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 therefore appropriated to the Capital Adjustment Account from the General
Fund Balance in the Movement in Reserves Statement.

Operating Leases

Where the Council 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.

Overheads and Support Services

The costs of overheads and support services are charged to the Committee that benefits
from the supply or service in accordance with the Council’s arrangements for accountability
and financial performance.

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 administrative 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, provided that it is probable that the future economic
benefits or service potential associated with the item will flow to the Council and the cost of
the item can be measured reliably. Expenditure that maintains but does not add to an asset’s
potential to deliver future economic benefits or service potential (e.g. repairs and
maintenance) is charged as an expense when it is incurred.

The Council’s capitalisation de minimis is £20,000, except where the sum of the assets is
significant, such as public conveniences and car parks. Additionally, items below the de
minimis limit may be capitalised and included on the asset register if, for example, they are
deemed portable and attractive.

Assets are componentised if the cost of the component is more than 25% of the cost of the
whole asset, and the cost of the component is more than £0.5m. This is subject to the over-
riding requirement that not componentising would result in a material misstatement of
depreciation.

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.

The Council does not capitalise borrowing costs incurred whilst assets are under
construction.

The cost of assets acquired other than by purchase is deemed to be its fair value, unless
the acquisition does not have commercial substance (i.e. it will not lead to a variation in the
cash flows of the Council). In the latter case, where an asset is acquired via an exchange,
the cost of the acquisition is the carrying amount of the asset given up by the Council.

Donated assets are measured initially at fair value. The difference between fair value and
any consideration paid is credited to the Taxation and Non-Specific Grant Income line of the
Comprehensive Income and Expenditure Statement, unless the donation has been made
conditionally. Until conditions are satisfied, the gain is held in the Donated Assets Account.
Where gains are credited to the Comprehensive Income and Expenditure Statement, they
are reversed out of the General Fund Balance to the Capital Adjustment Account in the
Movement in Reserves Statement.

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

¢ 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).
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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 classes of asset — 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 current value because of the specialist nature
of an asset, depreciated replacement cost (DRC) is used as an estimate of current value.

Where there are non-property assets that have short useful lives or low values (or both),
depreciated historical cost basis is used as a proxy for current value.

Assets included in the Balance Sheet at current value are revalued sufficiently regularly to
ensure that their carrying amount is not materially different from their current value at year-
end but, as a minimum, every five years. Increases in valuations are matched by credits to
the Revaluation Reserve to recognise unrealised gains. Exceptionally, gains might be
credited to the Comprehensive Income and Expenditure Statement where they arise from
the reversal of a loss previously charged to a service.

Where decreases in value are identified, they are accounted for by:

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 gain).

e Where there is no balance in 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.

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 asset
may be impaired. Where indications exist and any possible 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:

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 in 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.
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Depreciation

Depreciation is provided for in the first full year and in full in the final year 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 and other buildings — straight-line allocation over the life of the property as
estimated by the valuer.

e Vehicles, plant, furniture and equipment — straight-line allocation of the value of each
class of assets in the Balance Sheet, as advised by a suitably qualified officer.

e Infrastructure — straight-line allocation up to 30 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 ass