SECTION 13 : GLOSSARY OF FINANCIAL TERMS
Assets

Items of worth which are measurable in terms of money (value).  Current assets are ones that may change in value on a day-to-day basis (e.g. stocks).  Fixed assets are tangible assets that yield benefit to the City Council and the services it provides for a period of more than one year.

Actuarial Gains and Losses

For a defined benefit pension scheme, the changes in actuarial deficits or surpluses that arise because (a) events have not coincided with the actuarial assumptions made for the last valuation or (b) the actuarial assumptions have changed.

Capital Charge
The charge to services for the use of fixed assets.  As a minimum, the capital charge must cover the annual provision for depreciation, where appropriate, plus a capital financing charge determined by applying a specified notional rate of interest to the net amount at which the asset is included in the balance sheet.

Capital Expenditure
Expenditure on the acquisition of a fixed asset, or expenditure which adds to, and not merely maintains, the value of an existing fixed asset. Capital expenditure is charged to the revenue account over a number of years via a capital charge.

Capital Financing Charges
The annual charge to the Revenue Account in respect of the minimum revenue provision and interest on money borrowed together with leasing rentals.

Capital Grants
Grants received towards capital expenditure on a particular service or project.

Capital Receipts
Money received from the sale of land or other capital assets, a proportion of which may be used to finance new capital expenditure, subject to the provisions contained within the Local Government and Housing Act 1989.

With effect from 1st September 1998 100% of non-housing capital receipts and 25% of housing capital receipts may be used to finance new capital spending; the balance must be set aside to repay debt. 

Collection Fund

The transactions of the Council as a charging authority in relation to NNDR, Council Tax and residual Community Charges.

Community Assets
These are assets that the City Council intends to hold in perpetuity, which have no determinable finite useful life and in addition may have restrictions on their disposal.  Examples include parks, historical buildings not used for operational purposes, works of art, museum exhibits and statues.

Contingencies
Sums set aside as a provision for liabilities which may arise in the future but which cannot be determined in advance.

Credit Approvals
The amount, as notified by Central Government, of capital expenditure which may be financed by loan, leasing or other forms of credit.  There are two types of credit approvals : basic credit approvals (BCAs) and supplementary credit approvals (SCAs).

Basic Credit Approvals - BCAs are issued by the Secretary of State before the beginning of the financial year and are only available for use in the relevant year for which they are issued.  Each authority receives a single BCA and under normal circumstances a BCA may be used for any type of capital expenditure.

Supplementary Credit Approvals - any government minister may issue an SCA for utilisation in relation to a particular category of expenditure.  SCAs will normally have effect only for the year in which they are issued although, in certain cases, they may be issued up to six months after a financial year has ended.

Creditors
Amounts owed by the City Council for goods and services provided where payment has not been made at the date of the balance sheet.

Debtors

Sums of money due to the City Council but not received at the date of the balance sheet.

Deferred Charges
Items of capital expenditure which do not result in, or remain matched by, tangible fixed assets.  Deferred charges are charged to revenue in the year in which the expenditure is incurred or are written down annually over an appropriate period where the expenditure provides a continuing benefit to the authority.

Defined Benefit Scheme

A pension or other retirement benefit scheme other than a defined contribution scheme. Usually, the scheme rules define the benefits independently of the contributions payable and the benefits are not directly related to the investments of the scheme. The scheme may be funded or unfunded (including notionally funded). 

Defined Contribution Scheme

A pension or other retirement benefit scheme into which an employer pays regular contributions as an amount or as a percentage of pay and will have no legal or constructive obligation to pay further contributions if the scheme does not have sufficient assets to pay all employee benefits relating to employee service in the current and prior periods.     

Depreciation
The measure of the wearing out, consumption, or other reduction in the useful economic life of a fixed asset, whether arising from use, the passage of time or obsolescence through technological or other changes.

Direct Revenue Financing
The method of financing capital expenditure directly from revenue.  The City Council may determine that certain capital schemes should be financed in this way or alternatively may include a prescribed sum in the revenue budget for this purpose.

Discretionary Benefits

Retirement benefits which the employer has no legal, contractual or constructive obligation to award and which are awarded under the City Council’s discretionary powers.

Fair value

The price at which an asset could be exchanged in an arm’s length transaction, less any grants receivable towards the purchase or use of the asset. 

General Fund
The total services of the City Council except for the Housing Revenue Account.  The net cost is met by the Collection Fund, Government Grants and re-distributed NNDR.

Income
Amounts due to the City Council for goods supplied or services rendered of either a capital or a revenue nature.  This does not necessarily involve a cash payment - income is deemed to have been earned once the goods or services have been supplied even if the payment has not been received (in which case the recipient is a debtor to the City Council).

Infrastructure Assets
These are assets which generally cannot be sold, from which  benefit can be obtained only by continued use of the asset created.  Examples of such assets are highways, footpaths, bridges, water and drainage facilities.

Liquid Resources
Current asset investments that are readily disposable by the City Council without disrupting its activities and are readily convertible to known amounts of cash.

Minimum Revenue Provision (MRP)
Is the minimum amount which must be charged to an authority's revenue account each year and set aside as provision for credit liabilities, as required by the Local Government and Housing Act 1989.

National Non-Domestic Rate (NNDR) (also known as Business Rates)
A levy on business property, based on a national rate in the pound applied to the 'rateable value' of the property.  The Government determines a national rate poundage each year which is applicable to all local authorities.  Local authorities collect the non-domestic rate but the proceeds are pooled and distributed by Central Government on the basis of an authority's  population.

Net Current Replacement Cost
The cost of replacing or recreating a particular asset in its existing condition and in its existing use, i.e., the cost of its replacement or of the nearest equivalent asset, adjusted to reflect the current condition of the existing asset.

Net Debt
The City Council's borrowings less cash and liquid resources. 

Net Realisable Value
The open market value of the asset in its existing use (or open market value in the case of non operational assets) less the expenses to be incurred in realising the asset.

Precept
The amount levied by various authorities (e.g., the Greater Manchester Police Authority) which is collected by the City Council on their behalf.

Projected Unit Method

An accrued benefits valuation method in which the scheme liabilities make allowance for projected earnings. A valuation method in which the scheme liabilities at the valuation date relate to:

· the benefits for pensioners and deferred pensioners (i.e. individuals who have ceased to be active members but are entitled to benefits payable at a later date) and their dependants, allowing where appropriate for future increases and

· the accrued benefits for members in service on the valuation date.

Provisions
These are sums set aside to meet liabilities or losses which it is anticipated will be incurred but where the amount and/or the timing of such costs is uncertain.

Public Works Loans Board (PWLB)
An independent statutory body which can make loans to local authorities and other prescribed bodies.  Monies are provided by Acts and Parliament and drawn from the national loans fund.

Related Parties
For the purposes of the City Council's accounts related parties are Central Government, other local authorities, precepting and levying bodies, subsidiary and associated companies, elected members, all senior officers from assistant director and above and the Pension Fund.  For individuals identified as related parties, the following are also presumed to be related parties:-

(i)
Members of the close family, or the same household;   and

(ii)
Partnerships, companies, trusts or other entities in which the individual, or member of their close family or the same household, has a controlling interest.

Reserves
These are sums set aside to meet possible future costs where there is no certainty about whether or not the costs will actually be incurred.

Resource Accounting

The new financial framework for local authority housing, which was introduced from 1st April 2001, aims to encourage a more efficient use of housing assets utilising business planning, stock information (including stock valuation) and local housing needs assessment. The main accounting changes are the incorporation of an element to reflect the cost of capital together with an allowance for depreciation.   

Revenue Expenditure
Expenditure incurred on the day to day running of the City Council;  the costs principally include employee expenses, capital financing charges and general running costs.

Revenue Support Grant (RSG)
A grant paid by Central Government to every local authority to help to finance its expenditure generally and not specific services.  The grant helps to bridge the gap between Council Tax and NNDR income on one hand and the total assessment of the City Council's need to spend on the other (as measured by the Standard Spending Assessment).  The payment of RSG attempts to ensure that differences in spending needs and resources between authorities are equalised, in order to permit each authority to support a standard level of spending.

Specific Grants
Government grants to local authorities in aid of particular services.

Specified Capital Grants (SCGs)
Certain government grants towards capital spending, e.g. house renovation grants.  Local authorities must apply a special accounting treatment to these grants, i.e. reduce their credit approvals by the amount of the grant received.  SCGs all relate to housing.

Standard Spending Assessment (SSA)

Central government’s assessment of the appropriate level of budget requirement for each local authority for a given year. The SSA is used to calculate the City Council’s revenue support grant. From 2003/04 SSAs will be replaced by FSSs (formula spending share).

Statements of Standard Accounting Practice (SSAPs)

Statements prepared by the Accounting Standards Committee to ensure consistency in accountancy matters.  Many standards are now applied to local authority accounts and any departure must be disclosed in the published accounts.

Trust Funds

Funds administered by the City Council on behalf of charitable organisations and/or specific organisations.
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