NOTES TO THE COLLECTION FUND
1.
General
Each billing authority is required to maintain a separate Collection Fund, which shows the transactions of the billing authority in relation to non-domestic rates, Council Tax and residual Community Charges and illustrates the way in which these have been distributed to preceptors and the General Fund.

2.
Council Tax
Council Tax was introduced from 1st April 1993 as a replacement for the Community Charge.  The tax requires that all domestic properties are placed in one of nine valuation bands. The Government has determined that the Council Tax level for each of the bands is assessed as a proportion of the tax rate for a band D property.

Each year the City Council must estimate the equivalent number of band D properties, after allowing for discounts, exemptions, losses on collection etc.  For 2001/02, the calculation was as follows: -



Total No. of Dwellings
Proportion to
Band D



(After discounts)
Band D
Equivalent

            Band   A-                               34                                5/9                                                19  
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83,147

64,435


Less:
Allowance for losses on collection

1,289






---------- 


Council Tax Base


63,146






====== 

The actual number of chargeable dwellings was 95,156 but after allowing for single person discounts, empty properties etc., the figure is reduced to 83,147.

Individual charges are calculated by estimating the amount of income required for the services of the City Council and the Greater Manchester Police and Fire and Civil Defence Authorities and dividing this by the Council Tax base.  This basic amount of Council Tax for a band D property, £1,084.96 for 2001/02 (£1,033.26 in 2000/01), is multiplied by the proportion specified for the particular band to give an individual amount due.

3.        Council Tax Benefit Subsidy Limitation

Council Tax payers on low incomes receive benefit which reduces the amount of tax they have to pay. The Collection Fund is compensated for this loss of income by transferring an amount equal to the benefit from the General Fund. Approximately 95% of the amount of benefit granted is met from a central government subsidy.

In 1999/2000 the government introduced a scheme limiting the amount of subsidy it would contribute where part of the benefit cost arose from excessive increases in Council Tax – see

note 20 to the consolidated revenue account. The shortfall in the amount of subsidy received from central government is met by authorities levying the excessive increases.

Whilst the Government thinks it is right in principle that local authorities should bear the extra cost of local decisions it accepts that the scheme is overly complicated and widely misunderstood. Therefore, the Government has abolished the scheme in 2002/03. 

4.
Non-Domestic Rates
The City Council collects non-domestic rates for its area, based on local rateable values multiplied by a uniform rate.  This rate is fixed by central government and was 43.0p in the pound for all sizes of property.

The total amount due, less certain reliefs and other deductions, is paid to a national pool administered by the Government.  The pool is then redistributed to local authorities on the basis of a fixed amount per head of population.

The local rateable value of non-domestic properties at 31st March 2002, was £190,064,674     

(£182,716,144 as at 31st March 2001).  

5.
Collection Fund Surpluses and Deficits
Regulations require the City Council to make estimates in January each year of the deficit or surplus likely to arise at the end of the financial year in respect of both Community Charge and Council Tax transactions.  The amounts so estimated are to be transferred into or out of the Collection Fund in the following financial year.  Any such balance relating to Council Tax is required to be distributed to/borne by the City Council and the Greater Manchester Police and Fire and Civil Defence authorities in proportion to the value of their respective demand and precept.

In January 2001 it was estimated that at 31st March 2001 there would be a deficit of £550,000 relating to Council Tax transactions. The Collection Fund outturn 2000/01 reflected those estimates and therefore contributions were made in 2001/02.

The Council Tax account deficit of £1.096m as at 31st March 2002 reflects the estimate made in January 2002 and associated contributions will be required in 2002/03.

HOUSING REVENUE ACCOUNT

FOR THE YEAR ENDED 31ST MARCH 2002

Notes
2001/02

£000s




Income

Dwelling rents (gross)

Non-dwelling rents (gross)

Charges for services and facilities

Contributions towards expenditure

HRA subsidy receivable (inc.MRA)  



66,668

788

2,976

83

59,845




Total Income

 130,360


Expenditure

Contribution to Housing Repairs Account

Supervision and management

Rents, rates, taxes and other charges

Rent rebates

Increased provision for bad or doubtful debts

Cost of capital charge

Depreciation of fixed assets

Debt Management Costs

 17,643

17,039

668

42,590

1,578

33,869

18,218

141


Total Expenditure

 131,746


Net Cost of Services

Transfer from the asset management revenue account
HRA investment income

Net Operating Surplus

APPROPRIATIONS

Revenue contributions to capital expenditure

HRA contribution to MRP

Transfers from Major Repairs Reserve

TOTAL SURPLUS FOR YEAR

Balance Brought Forward

Balance Carried Forward



1,386

(11,708)

(754)

(11,076)

2,762

5,452

(1,432)

(4,294)

(5,290)

(9,584)


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 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. 

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 and the Collection Fund.  The net cost is met by the Council Tax, Government Grants and 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.

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 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.

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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£220.642m             

£240.330m
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HOUSING REVENUE ACCOUNT

FOR THE YEAR ENDED 31ST MARCH 2002

Notes
2001/02
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Total Income

 130,360


Expenditure

Contribution to Housing Repairs Account

Supervision and management

Rents, rates, taxes and other charges

Rent rebates

Increased provision for bad or doubtful debts

Cost of capital charge

Depreciation of fixed assets

Debt Management Costs

 17,643

17,039

668

42,590

1,578

33,869

18,218
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Total Expenditure

 131,746


Net Cost of Services

Transfer from the asset management revenue account
HRA investment income

Net Operating Surplus

APPROPRIATIONS

Revenue contributions to capital expenditure

HRA contribution to MRP

Transfers from Major Repairs Reserve

TOTAL SURPLUS FOR YEAR

Balance Brought Forward

Balance Carried Forward



1,386

(11,708)

(754)

(11,076)

2,762

5,452

(1,432)

(4,294)

(5,290)

(9,584)


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 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. 

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 and the Collection Fund.  The net cost is met by the Council Tax, Government Grants and 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.

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 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.

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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NOTES TO THE HOUSING REVENUE ACCOUNT

1.       General

A new financial framework based on a form of resource accounting for the Housing Revenue Account (HRA) has been introduced from April 2001.

The main objective is to increase the transparency of the HRA, by showing the value of the  housing assets and the level of subsidy needed to maintain them.

This will have the effect of replacing capital financing costs based on historic debt with capital charges linked to the value and depreciation of the stock.

No comparisons with 2000/01 are presented in the summary as the Housing Revenue Account for that year was prepared under a different accounting basis and it is not directly comparable.

2.      Housing Stock – Numbers and Valuation
The City Council was responsible for managing 29,401 dwellings during 2001/2002.  The stock was made up as follows:-


2001/02

2000/01


Houses

Flats

Bungalows
16,094

11,923

1,384
55%

41%

4%
16,339

12,372

1,408
54%

41%

5%


29,401
100%
30,119
100%

The change in stock can be summarised as follows:-


2001/02

2000/01

Stock at 1st April

Less:
Sales and demolitions




30,119

718

 


31,565

1,446



Stock at 31st March

29,401


30,119


Valuation

31st March 2002

Valuation

31st March

2001

Operational Assets

   Council Dwellings

   Other land and buildings

   Infrastructure

Non Operational Assets

   

546,992

4,006

13,569

7,419



 


533,218

4,092

11,894

6,631



Total

571,986


555,835

3.
     Vacant Possession Value
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’. The vacant possession value as at the 31st March 2002 was £927m (£903m as at 31st March 2001).

4. Major Repairs Reserve

Under resource accounting authorities are required to establish and maintain a major repairs reserve. The main credit to the reserve is an amount equivalent to the total depreciation charges for HRA dwellings. Authorities are able to charge capital expenditure directly to the reserve.



£000

Balance brought forward 1st April 2001
Nil

Transfers to the reserve
16,786

Funding of capital expenditure                                           (16,786)

Balance carried forward 31st March 2002
Nil

5.     Capital Expenditure and Sources of Funding

Type
£000s
Sources of funding
£000s

Dwellings
18,593
Major repairs allowance
16,786

Land & other property
1,674
Capital grants
1,401

Other
682
Revenue Contributions
2,762






Total
20,949

20,949

6.     Summary of Capital Receipts

Type
Receipts
Reserved
Usable


£000s
£000s
£000s

Dwellings
2,926
2,187
739

Land & other property 
33
16
17

Mortgage repayments
129
97
32






Total
3,088
2,300
788

7.     Cost of Capital Charge
The Code of Practice requires a notional capital charge to be made to the HRA for the use of fixed assets to arrive at the net cost of services. The charge is based on a statutory rate of interest (currently 6%) applied to the opening balance sheet valuation of the operational assets. The manner by which actual interest is charged to the HRA is stipulated in the Local Government and Housing Act 1989 and an adjustment representing the difference between the two interest charges is made to produce net operating expenditure. The figures involved are :-

2001/02

£000s

Notional interest charge                             (33,883)

Statutory interest charge                              22,125
Adjusting transfer from the AMRA            (11,708)

8.    Housing Subsidy
Housing subsidy is payable by the Government to the Housing Revenue Account.  The subsidy is calculated by reference to a notional account broadly comprising expenditure in respect of management and maintenance costs, capital charges and the cost of rent rebates and income from rents and interest on receipts.  Subsidy supports the difference between notional costs and income. 



2001/02
£000s


2000/01
£000s








Rent

Interest on receipts

Management & maintenance allowance

Major repair allowance

Charges for capital

Allowance for Tenant Participation Compacts

Allowance for Resource Accounting

Sub total housing element

Rent rebates

Adjustment to 2000/01 entitlement

Total Housing Subsidy


(57,742)

(52)

30,369

16,702

27,509

35

113

16,934

42,691

220

59,845


(57,112)

(67)

30,522

-

27,660

33

109

1,145

42,586

143

43,874

9.      Depreciation
The HRA is charged an annual amount for the depreciation of assets, based on capital charges. In 2001/02 this figure was £18.2m.

10.
Rent Arrears
Comparable data at 31st March was as follows:-



2001/02
£000s


2000/01
£000s








Arrears at 31st March

Arrears as a percentage of gross rent income

Amounts written off during the year were

A contribution to a provision against potential future irrecoverable arrears was made during the year of

Gross Rent Income  -  dwellings


5,833

9%

1,239

1,529

66,668


4,502

7%

987

1,031

65,527








A bad debts provision has been made in the accounts in respect of potentially uncollectable rent.  The value of the provision at 31st March 2002 is £2.750m  (31st March 2001£2.459m). 

The movement in the year takes into account the value of write offs totalling £1,239,000.

11.
Gross Rent Income
This is the total rent income due for the year after allowance is made for vacant property, etc.  An analysis of gross rents and allowances is as follows:-



Dwellings
Shops
Other
Total



£000s
£000s
£000s
£000s

Gross Rent Income before allowances
70,066
532
256
70,854


Less:
Allowances for vacant properties
3,398
-
-
3,398




------------------------------------------------

Gross Rent Income after allowances
66,668
532
256
67,456



=============================

During the year 4.5% of lettable properties were vacant (4.7% in 2000/01).  

Average rents were £48.92 in 2001/02 (£47.18 in 2000/01).

12.
Rent Rebates
Assistance with rents is available to those on low incomes under the Government's Housing Benefit scheme which is administered by the City Council.  63% of council tenants received help with the cost of rent in 2001/02 (65% in 2000/01).

13.
Reimbursement of Housing Benefit
The Government reimburses local authorities for the cost of rebates given to tenants under the Housing Benefit scheme.  The net income to the City Council is as follows:-


2001/02

£000s
2000/01
£000s


Rebates given

Reimbursements by Government (included

  within the heading HRA Subsidy)
 

42,590 

(42,911)
 

42,587 

(42,729)
*

Net shortfall / (income)
 (321)
(142)


* The figure for 2000/01 has been amended from that originally included in the statement for last year.

14.
Housing Repairs Account Reserve
A HRA Repairs Account has been established to meet the repair, maintenance and improvement programme expenditure.  The movement on the account is as follows:-



£000


Balance brought forward 1st April 2001                2,095 

            Add: Contribution in the year                                 18,892   


Less: Expenditure in the year                         
(19,932) 



------


Balance carried forward 31st March 2002             1,055




====

15.
Further Information
Each year the City Council produces a booklet for tenants outlining the activities which have taken place during the course of the year.  Further details can be obtained from the Director of Housing Services, Turnpike House, 631 Eccles New Road, Salford, M5 2SW.

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 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. 

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 and the Collection Fund.  The net cost is met by the Council Tax, Government Grants and 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.

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 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.

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.

GENERAL AND FINANCIAL STATISTICS
2000/01



2001/02


£1,033.26

41.6p

£215.678 m

£234.100m

64,065

Council Tax (Band D)

NNDR Rate Poundage

Standard Spending Assessment

Total Budget Requirement

Band D Equivalent Dwellings for 

Council Tax

£1,084.96

43.0p

£220.642m             

£240.330m

   63,146









13,815

38,648

136,609

18,461

17,295

Actual Population

Under 5


5-17


18-64


65-74


75 and over

13,426

38,357

137,075

18,209

17,212


224,828

Total

224,279









9,723

Area (Hectares)

9,723









9,250



Manpower
Average Staffing Levels (full time equivalent)

9,000
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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 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. 

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 and the Collection Fund.  The net cost is met by the Council Tax, Government Grants and 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.

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 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.

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.

GENERAL AND FINANCIAL STATISTICS
2000/01



2001/02


£1,033.26

41.6p

£215.678 m

£234.100m

64,065

Council Tax (Band D)

NNDR Rate Poundage

Standard Spending Assessment

Total Budget Requirement

Band D Equivalent Dwellings for 

Council Tax

£1,084.96

43.0p

£220.642m             

£240.330m

   63,146









13,815

38,648

136,609

18,461

17,295

Actual Population

Under 5


5-17


18-64


65-74


75 and over

13,426

38,357

137,075

18,209

17,212


224,828

Total

224,279









9,723

Area (Hectares)

9,723









9,250



Manpower
Average Staffing Levels (full time equivalent)

9,000
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NOTES TO THE DIRECT SERVICE ORGANISATIONS' ACCOUNTS
1.
Operations
The Local Government Act 1999 abolished all statutory requirements in respect of compulsory competitive tendering for all DLO/DSO organisations as from 2nd January 2000. The City Council has decided to continue the arrangements which were in place – except for the Housing DSO - and to produce separate trading accounts for each of the current DLO/DSO contracts. The Housing DSO operations have been absorbed within the accounts for the HRA.

The City Council had the following six organisations  operating ten contracts :-

Citywide - operated contracts in respect of School and Welfare Catering, Other Catering and Building Cleaning.   These contracts provide all catering and internal cleaning of City Council premises throughout the city.

Building Services - responsible for work to City Council housing and other City Council buildings.

Highway Services - responsible for work to highways, street lighting and footpaths and for sewer maintenance under an agency agreement.

Outdoor Services (City Landscapes) - responsible for new landscaping work and grounds maintenance.

Cityclean - operated the contracts for Refuse Collection and Other Cleaning/Snow and Ice Removal and Vehicle Management and Maintenance. 

City Leisure - responsible for the management of sport and leisure facilities.

The workforce of the DSOs including part-time and casual staff was 1,921 in 2001/02 (2,156 in 2000/01).

2.
Financial Performance
The turnover, expenditure and surplus/deficit for each category of work performed by the DSOs is detailed in the table below.

2000/01



2001/02



Turnover

£000
Expenditure

£000
Surplus/

(Deficit)

£000

Turnover

£000
Expenditure

£000
Surplus/

(Deficit)

£000

9,914
9,965
(51)
Building Services
10,884
10,879
5

3,985
3,983
2
Highway Services
4,445
4,444
1

1,977
1,874
103
Other Cleaning
2,046
1,985
61

5,629
5,339
290
School and Welfare Catering
5,767
5,568
199

1,131
1,197
(66)
Other Catering
801
829
(28)

1,628
1,675
(47)
Refuse Collection
1,640
1,706
(66)

2,600
2,510
90
Building Cleaning
2,283
2,267
16

5,043
4,988
55
Grounds Maintenance
4,638
4,602
36

3,774
3,642
132
Sport and Leisure Management
3,530
3,525
5

3,569
3,334
235
VMM
3,938
3,631
307

























39,250
38,507
743
Total
39,972
39,436
536

The amount of turnover equates to the total income received including increases in work in progress and decreases in provision for future losses.

Further details relating to the DSOs’ operations and copies of the full revenue accounts may be obtained by contacting the Accountancy Section, Corporate Services Directorate, Civic Centre, Chorley Road, Swinton, M27 5AW, telephone 0161 793 3245

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 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. 

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 and the Collection Fund.  The net cost is met by the Council Tax, Government Grants and 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.

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 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.

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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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 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. 

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 and the Collection Fund.  The net cost is met by the Council Tax, Government Grants and 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.

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 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.

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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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 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. 

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 and the Collection Fund.  The net cost is met by the Council Tax, Government Grants and 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.

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 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.

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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