STATEMENT OF ACCOUNTING POLICIES

GENERAL
The accounts have been prepared in accordance with the 2000 Code of Practice on Local Authority Accounting in Great Britain:  A Statement of Recommended Practice (the Code) issued in June 2000 by the Chartered Institute of Public Finance and Accountancy (CIPFA) and also with approved Financial Reporting Standards (FRS) and relevant guidance notes issued by CIPFA on the application of Statements of Standard Accounting Practice (SSAPs).

Following the receipt of  directions issued by the Secretary of State for Transport, Local Government and the Regions under Section 40(6) of the Local Government and Housing Act 1989 £2.106m of expenditure, which is normally treated as revenue costs, was capitalised.  

FIXED ASSETS
Expenditure on the acquisition, creation or enhancement of tangible assets where a benefit is provided to the City Council for a period of more than one year is capitalised on an accruals basis in the accounts.  Expenditure on routine repairs and maintenance of fixed assets is excluded and is charged direct to service revenue accounts.

Fixed assets are valued on the basis recommended by CIPFA and in accordance with Practice Statements and Guidance Notes issued by the Royal Institution of Chartered Surveyors (RICS). Fixed assets are classified into the groupings required by the Code and they have been valued on the following basis:-

-
Land, operational properties and other operational assets and non operational assets, including investment properties and assets which are surplus to requirements, are included in the balance sheet at the lower of net current replacement cost and net realisable value.  In the case of investment properties, this is normally open market value.

-
Infrastructure assets are included in the balance sheet at historical cost.  The records of purchase prices for community assets acquired prior to 1st April 1994 are not available because of the age of the assets and therefore they have been included in the balance sheet at nominal values of £1.  Since 1st April 1994 acquisitions of community assets are brought into the balance sheet at historical cost.

-
Council dwellings are included in the balance sheet at a value based on existing use value for social housing which reflects a value for a property if it were to be sold with sitting tenants, enjoying rents at less than open market value and rights including the option of ‘right to buy’.

Where expenditure during the year has resulted in a change to asset values the appropriate amounts have been brought into fixed assets. Fixed assets were valued on 1st April 1999.  Council houses are revalued each year and the revaluation of all other fixed assets is planned at five yearly intervals, although material changes to asset valuations will be adjusted in the interim period as they occur.  Any changes in the value of fixed assets are charged or credited to the fixed asset restatement reserve.  Impairment losses caused by a consumption of economic benefits, e.g., physical damage or deterioration in the quality of the service are charged to the appropriate service revenue account with a corresponding adjustment being made to the asset management revenue account.

Where assets are acquired by way of operating leases, the leasing rentals payable are charged to revenue.  The cost of the assets and the liability for future rental payments are not recorded in the balance sheet but they are disclosed in the accompanying notes to the revenue account.

The value of assets transferred from the former Greater Manchester County Council (GMC) is included in fixed assets and an amount representing the City Council's share of the GMC debt is included as a deferred liability.

DEPRECIATION
Depreciation is provided for on all operational building assets, other than land, with a finite useful life (which can be determined at the time of acquisition or revaluation) according to the following policy:-

· where appropriate,

-
newly acquired assets are depreciated from the date of acquisition 



-
no depreciation is charged on assets under construction.

For council dwellings the Major Repairs Allowance (MRA) which has been introduced under   

the Local Authorities (Capital Finance and Accounts (England) Regulations) 2000 has been used as the amount of depreciation charged. The MRA reflects the estimated average annual cost of maintaining the condition of the housing stock over a 30 year period, based on the mix of dwelling types.

Depreciation is calculated by writing off the cost or revalued amount, less estimated residual value, over the useful life of the asset using depreciation.

Where depreciation is provided, assets are depreciated using the straight line method over the following periods:-

                                    Council Dwellings                                        30 years (per MRA)

                                    Car Parks                                                     45 years




 Education – School Buildings                       40 years

                                    Other Buildings                                    10 - 30  years      




 Infrastructure                                               10  years 




 Vehicles                                                        
5   years 

DEFERRED CHARGES
Deferred charges represent expenditure which may properly be capitalised but which does not represent tangible fixed assets and it can be divided into two categories:- 



-
expenditure which provides a continuing value to the authority



-
no continuing value is provided by the expenditure

Where the expenditure represents a continuing benefit it is included in the balance sheet based on the continuing value to the authority and charged to revenue over a period of time appropriate to the benefit received.

Where a continuing value is not provided the appropriate revenue account is charged with the expenditure in the year in which it is incurred.

The charge to revenue is reduced by any government grant received in respect of the expenditure.

CAPITAL CHARGES TO REVENUE
The capital charges made to service revenue accounts, central support services and DSO accounts, amount to the sum of depreciation and a notional interest charge based on the value at which the fixed assets are included in the balance sheet.  The rates of interest used in 2001/02 for all assets is 6%. The actual capital charge made to the Housing Revenue Account (HRA) is equivalent to the statutory capital financing charges, as set out in the “Item 8 Determination” each year. However, with the introduction of resource accounting for the HRA 2001/02 accounts, notional interest, depreciation and impairment charges are now also made to the HRA. The notional interest and impairment charges on assets are reversed out by way of a transfer through the HRA asset management revenue account.  

Amounts set aside from revenue for the repayment of external loans, to finance capital expenditure or as transfers to earmarked reserves are disclosed separately as appropriations, on the face of the consolidated revenue account, below net operating expenditure.

INTEREST
External interest payable is charged to the asset management revenue account, which is credited with the notional interest charges made to services.  

GRANTS
Revenue grants are accounted for on an accruals basis and the income has been credited to the appropriate revenue account.

Capital grants are accounted for on an accruals basis and recognised in the accounting statements where it is reasonably certain that the grant will be received.

Capital grants are used to finance capital expenditure and are credited initially to the governments grants deferred account.  Capital grants received in respect of deferred charges are transferred to the revenue account to offset the relevant expenditure.  Capital grants received in respect of non depreciating assets are transferred to the Capital Financing Reserve.  The remaining grants received are released from the government grants deferred account to the asset management revenue account to match the depreciation charged on the asset to which the grant relates.

ACCRUALS OF INCOME AND EXPENDITURE
Revenue transactions are accounted for mainly in the year to which they relate, by the creation of debtors and creditors.  The exceptions to this treatment are:-

-
periodic payments, such as quarterly fuel bills or half yearly rents, are accounted for in the year in which they are paid 

-
dividends on shareholdings are accounted for in the year in which they are declared 

SUPPORT SERVICE COSTS (OVERHEADS)
Central support service costs (including any relevant element of service management expenses) in respect of  Law and Administration, Development Services, Finance, I.T. Services and Personnel, are fully recharged to all users, including trading undertakings, DSOs, capital accounts, other support services and other bodies.

These costs have been charged out in accordance with Service Level Agreements which have been produced on the basis of staff time and units of output and they incorporate associated overheads.

The cost of corporate management and democratic core has been separately identified and it has been allocated to an individual objective heading within the Consolidated Revenue Account.

The costs of complying with specific regulations relating to the provision of services and the management of those services have been charged direct to the service concerned but they have not in all cases been allocated to a specific objective heading within the service. 
INVESTMENTS
Investments are shown in the Consolidated Balance Sheet at cost.


(i)
Long Term Investments
The largest long term investment consists of share capital in Manchester Airport plc.


(ii)
Short Term Investments


Surplus funds and balances are invested in approved investments on a short term basis.

CURRENT ASSETS
Stocks are valued at cost, except for the following:-


(i)
Cityclean DSO stock and Social Services stock, which are valued at average price;


(ii)
Building Services DLO, Highway Services DLO, City Leisure DSO, School and Welfare Catering DSO,  Other Catering DSO and Environmental and Consumer Services (Salt) stocks, which are valued at the last known price.

These latter two methods of valuation are departures from the requirements of the Code and SSAP9 which require stocks to be shown at the lower of cost or net realisable value.  The effect of the different treatment is not material.

Work in progress on uncompleted jobs is valued at the lower of cost or net realisable value.

Debtors have been brought into the accounts for sums due to the City Council at the end of the financial year.

CURRENT LIABILITIES
Creditors have been brought into the accounts for sums owed by the City Council at the end of the financial year.  Creditors include certain amounts set aside as provisions and small reserves where individual balances on those reserves are less than £100,000.  

REDEMPTION OF DEBT
The City Council is required to set aside from the revenue account each year a minimum amount as provision for the redemption of debt.  The amount involved is shown in the consolidated revenue account net of the depreciation charge made for fixed assets.  Amounts set aside from revenue to finance capital expenditure on General Fund services are also included in the appropriation section of the consolidated revenue account.  Debt management expenses have been charged to the HRA and to outside bodies whose debt is managed by Salford, on the basis of the mid year credit ceiling.  In the case of General Fund services and the DSOs, debt management expenses have been charged in proportion to the notional interest charged.

CAPITAL RECEIPTS
Income from the disposal of fixed assets is accounted for on an accruals basis, subject to a de minimis level of £6,000.  Prescribed proportions of such income are required to be set aside for the repayment of external loans and these amounts are credited to the capital financing reserve.  The prescribed proportions were 75% for capital receipts for the sale of council house dwellings, 50% for all other housing capital and 0%  for non housing capital receipts.  The balance of the income is included in the usable capital receipts reserve until it is used to finance capital expenditure. It is the City Council's policy to invest the capital receipts reserved or use them to reduce the amount of new borrowing or repay existing borrowing.  Any investment interest received is credited to the consolidated revenue account.

PROVISIONS
The City Council sets aside provisions for specific future expenses which are likely or certain to be incurred.  Most provisions have been included under the heading for creditors.

RESERVES AND BALANCES
Reserves and Balances are amounts set aside for purposes falling outside the definition of provisions.  Details of the amounts held as at 31st March 2002 are shown in the notes to the Consolidated Balance Sheet.

PENSIONS
The City Council provides pension arrangements for its employees through two different pension schemes. Both of the schemes provide members with benefits related to pay and service. Details of the schemes are :-

· Teachers

The pension scheme for teachers, which is administered by the Department for Education and Skills (DFES), is unfunded.  The City Council pays an employer's contribution based on employees' superannuable pay to the Teachers’ Pensions Agency.  The contribution rate is set by the DFES on a notional fund basis.  The teachers' superannuation scheme meets the costs of basic pensions and the corresponding Pensions Increase Act payments.  The costs of pensions on added years and the related Pensions Increase Act payments on added years are met in full by the City Council.

· Other Employees

The City Council makes an employer's contribution based on pensionable employees' reckonable pay into the Greater Manchester Pension Fund. This is a contributory final salary type occupational pension scheme, which is contracted out of the state earnings related scheme.

The pension costs charged to the accounts relating to current employees represent the contributions paid to the scheme for those employees. Other costs are met on an unfunded basis in respect of certain pensions paid to retired employees.

Under superannuation regulations, contribution rates are required to meet 100% of overall liabilities.  

The contribution rate which is determined by the Fund's actuary on triennial actuarial valuations  ensures that the fund can meet in full its liabilities in respect of statutory benefits and inflation-proofing of pensions.  For 2001/02 the contribution rate was based on a valuation as at 31st March 2001. 

The costs of pensions on added years awarded to employees and the related Pensions Increase Act payments are met in full by the City Council.

The Fund is administered by Tameside MBC, Greater Manchester Pension Fund, Concord Suite, Manchester Road, Droylsden, Tameside M43 6SF, from whom a copy of the annual report may be obtained.

No contribution is made to private pensions.

RELATED BUSINESSES AND COMPANIES
The City Council holds shares in a number of companies and details of the financial relationships where the City Council has a significant interest are shown in the notes to the Consolidated Balance Sheet.

INSURANCES
An Insurance Fund is maintained to meet liability claims for amounts of less than £100,000 with external insurance covering claims for amounts in excess of £100,000.

In addition the fund provides cover for the cost of fire insurance claims up to a value of £100,000 for schools and £10,000 for dwellings.  All other fire insurance claims costs are met by external insurers.

VALUE ADDED TAX
Value Added Tax is included in the accounts only to the extent that it is irrecoverable.

THE CONSOLIDATED REVENUE ACCOUNT

FOR THE YEAR ENDED 31st  MARCH 2002
2000/2001

2001/2002

Net Exp
Service
Exp
Income
Net Exp
Revised

Estimate

£000s

£000s
£000s
£000s
£000s


Central Services





4,366 

  Corporate & Democratic Core
3,936
(384)
3,552 
3,502 



8,430 

  Unapportionable Central Overheads
4,091
           -
4,091
4,086



2,548 

  Central Services to the Public
21,668
(18,194)
3,474
3,696

15,344 


29,695
(18,578)
11,117 
11,284 









477 

Court Services
587
(43)
544
501











Cultural Environmental & Planning Services













15,809 

  Cultural & Related Services
19,741
(4,254)
15,487 
15,588  









13,173 

  Environmental Services
18,286
(3,908)
14,378
14,272









10,961 

  Planning & Development Services
25,417
(15,386)
10,031
10,929









39,943


63,444
(23,548)
39,896
40,789









109,486 

Education Services
148,463
(33,940)
114,523
115,557









25,191 

Highways, Roads and Transport Services
29,816
(2,379)
27,437
27,196









8,801 

Housing Services
164,954
(160,112)
4,842
11,280









61,640 

Social Services
94,979
(35,043)
59,936
60,022









260,882 

Net Cost of Continuing Services
531,938
(273,643)
258,295
266,629











Discontinued Service













481 

Probation
58
-
58
16









261,363

Net Cost of Services
531,996
(273,643)
258,353
266,645









814 

Precepts and Levies (not attributable to services)

845
845











Trading Account (Surpluses) and Deficits





(743)

DSOs


(536)
(491)

303 

Other


435
359









(9,949)

Transfer from Asset Management Revenue Account

8,259
8,359









(129)

Gains on Debt Restructuring


(847)
(847)

THE CONSOLIDATED REVENUE ACCOUNT

FOR THE YEAR ENDED 31st  MARCH 2002
2000/2001

                                                   2001/2002

Net Exp


Service


Net Exp
Revised

Estimate

£000s




£000s
£000’s









(38)

Dividend Income


(362)
(362) 









(931)

Interest & Investment Income


(1,099)
(1,192)









215 

Contribution to council tax benefit costs arising from subsidy limitation
363
363







250,905 

NET OPERATING EXPENDITURE
265,465
273,679








2,179 

Surplus/(Deficit) transferred to/(from) HRA Balances


4,294
(2,232)









192

Contribution (from)/to DSO Reserves


(300)
(345)











Contribution to/(from) Earmarked Reserves





1,751

- School Balances


819
-

814

- Other Reserves


(371)
(382)









2,167 

Contribution to Capital Reserves


1,689
1,689









947 

Financing of Capital Expenditure


1,221
1,012









(7,016)

Provision for Repayment of External Loans


(24,773)
(24,779)









(15,863)

Deferred Charges


(9,698)
(9,698)









236,076 

AMOUNT TO BE MET FROM GOVERNMENT GRANTS AND 

LOCAL TAXPAYERS
238,292
238,944







(60,269)

Demand on Collection Fund
(62,473)
(62,473)







500 

Transfer To Collection Fund (Previous Years Deficit)


501
501

(111,657)

Revenue Support Grant
(117,610)
(117,610)







(62,888)

Distribution from NNDR Pool
(61,111)
(61,111)

1,762

(SURPLUS)/DEFICIT FOR THE YEAR
(2,401)
(1,749)



GENERAL FUND RESERVES :-





4,056 

Balance Brought Forward at 1st April
2,294
2,294

     (1,762) 

Add Surplus / Less (Deficit) for the year
2,401
1,749

2,294 

Balance at 31st March
4,695
4,043
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