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Content

This document contains the 2013/14 Annual Report and the 2013/14 Annual Statement
of Accounts. The Annual Report precedes the Annual Accounts and provides
information about the Council and Greater Manchester. It includes information on
reforming public services, the Council’s aims, objectives and values plus details of how
the Council works and how it performed in 2013/14 in relation to value for money and
performance indicators. The Annual Report summarises what the Council spent money
on in 2013/14 and how that money was raised. It also includes the simplified summary
accounts.
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Introduction to Manchester City Council
About Manchester

The Mancunian qualities of innovation, hard work and enterprise made Manchester the
first modern city and placed it at the heart of the industrial world. But during the 20th
century, the decline in industry led people to leave in search of work elsewhere.
Nonetheless, the originality and creative heart and soul of Manchester have inspired a
successful reinvention over the past 20 years. World-class sports facilities, expanding
service industries, a growing knowledge economy, world-renowned universities and one
of the busiest airports in the United Kingdom have brought new money and new jobs to
Manchester, cementing its role as the powerhouse of the North West region. This
economic growth has been led by one of the highest rates of private sector growth over
the past 15 years and the creation of over 50,000 jobs across the city. However, in spite
of this renewed success and pride, Manchester is still tackling social problems left by
40-50 years of economic decline.

Driven by a thriving private sector, the city has emerged from the banking crisis, credit
crunch and recession and is now strongly supporting sustained growth across the UK
economy. Meanwhile Manchester’s population continues to grow; with the 2011 Census
recording that the city was home to over half a million people. Projections forecast an
increase to over 550,000 by 2020.

There have been a number of ground-breaking developments over the past year which
reflect the dynamic nature of the city and will sustain economic growth and expand
opportunities for Manchester citizens:

¢ Compietion of the first phase of the 20 acre NOMA re-development with the Co-
operative Group at the northern gateway to the city centre. This saw the opening of
the Co-operative’s £130m landmark new head office and new Public Square at 1
Angel Square.

» The re-opening of the Town Hall Extension and Central Library as part of the
transformation of St Peter’'s Square, which is also delivering significantly enhanced
public realm and stimulating key commercial development, including No. 1 St Peter's
Square, which will be home to KPMG’s new Manchester Head Quarters.

o  Work on the ‘Citylabs’ site has begun on the site of the former Royal Eye Hospital.
This will provide a 100,000 square foot biomedical centre of excellence at the heart
of Europe’s largest clinical and academic campus and the new £61m National
Graphene Institute, which will be the world’s leading centre of research into
Graphene.

¢ Manchester Airport has secured a new direct passenger route to Hong Kong starting
from December 2014. Direct air routes form part of the core objectives of the
Manchester China Forum, which is supporting increased commercial connectivity
between Greater Manchester and China.

» [n support of the city-region’s skills and jobs objectives, the Greater Manchester
Combined Authority has developed and commissioned a new ‘Working Well’ service
which will provide intense support to Employment Support Allowance claimants who
have left the Work Programme without moving into sustainable employment.
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» The Manchester Leaders Forum met for the first time in June 2014. The Forum
brings public and private sector leaders together at the pinnacle of the Manchester
partnership to discuss the city’s challenges and the strategies to address them. The
city is coming to the end the current Community Strategy, which runs to 2015, and
the Forum'’s focus over the coming months will be to set new priorities for the decade
ahead.

About Greater Manchester

In April 2011 the ten authorities in Greater Manchester were the first in the country to ,
develop a statutory Combined Authority to co-ordinate economic development,
regeneration and transport functions. Since then the role of the Combined Authority has
grown to encompass strategies for reforming public services and supporting people into
independence.

Under its first sirategy, a response to the Manchester Independent Economic Review —-
the most robust economic analysis ever undertaken of a city, the Combined Authority
established a track record of success. By prioritising projects on the basis of economic
and employment benefits, it was awarded funding to better support the growth of GM
businesses. As a result of this, Airport City has been designated an Enterprise Zone;
MediaCityUK is a national hub for digital and creative industries; and investment in
transformational initiatives such as the establishment of the National Graphene Institute
and the Sharp Project, has been secured. The UK’s first Low Carbon Hub will pioneer
new ways to deliver a low carbon economy. The Combined Authority has also
successfully worked with other cities to make the case for greater investment in the
North on the basis that it will help to grow the UK economy as a whole. Investment in a
21st century transport system, including the expansion of Metrolink and support for the
Northern Hub rail schemes, demonstrates determination to continually improve the
fransport offer and to encourage the development of further transformative proposals
such as the devolution of rait franchising and the development of High Speed Rail.

Following a period of consultation a new strategy for Greater Manchester, ‘Stronger
Together’, has been developed. li sets out a vision that by 2020, the Manchester city
region will have pioneered a new model! for sustainable economic growth based around
a more connected, talented and greener city region, where all our residents are able to
contribute to and benefit from sustained prosperity and a good quality of life. it fuses
together strong plans for reforming public services with a continued drive for growth and
prosperity. The key objective is fo sustain progress whilst eliminating the gap between
taxes raised and resources spent on public services. This will be done by delivering
services differently and more efficiently and reducing the level of demand for those
services, by bringing more people into higher quality work.

Greater Manchester's new governance arrangements also include a business-led Local
Enterprise Partnership (LEP) aiming to support business and local authorities to
develop the local private sector, tackle major barriers to growth and formulate shared
strategies for the local economy to increase job creation.
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The Council’s aims and objectives

The Manchester Partnership has a vision of Manchester as a world class city, as
competitive as the best international cities, that stands out as enterprising, creative and
industrious; a city with highly skilled and motivated people living in successful
neighbourhoods whose prosperity is environmentally sustainable and where all
residents are valued and secure and can meet their full potential.

This vision is set out in the Manchester Community Strategy. An updated statement
regarding how partners in Manchester will work together to achieve this vision in the
face of the current challenges is set out in the new Strategic Narrative for the City. This
will pave the way for the new Manchester Leaders Forum to set out the priorities for the
decade ahead.

The Council and other public sector partners have experienced significant reductions in
funding over the past three years. Public services can no longer be delivered on the
same scale and so change is unavoidable. The Council will focus on three areas -
Growth, People and Place - to direct its resources towards the vision for the city and the
objectives in the Greater Manchester Strategy. These objectives focus on growing the
economy of the city and city region and connecting people to new economic
opportunities, reforming public services to support independence, reducing long-term
reliance on high cost public services and maintaining services focused on the needs of
local residents and neighbourhoods.

Growth

The city has enormous potential to create jobs and economic wealth for the benefit of
Manchester residents and the Greater Manchester city region. The Council will work
with its partners to reduce barriers to Manchester people developing the skills they need
to access jobs in the city. This will enable them to contribute to and benefit from the
economic success of the city, improving their own quality of life and their family's.

People

The Greater Manchester Strategy demonstrates the critical link between economic
growth and competitiveness and people-focused public service reform. Without
addressing the latter the full potential for growth will not be realised. The key is not so
much how the Council can reduce its level of spend, but how better outcomes from total
public spend within the city can be delivered. Just reducing spend on its own wiil leave
residents vulnerable and reduces growth prospects.

Place

Manchester is rightly proud of its diversity and of the different people that make this city
great. A ‘one size fits all’ approach would not be fit for Manchester. The delivery of our
services must be focused on the needs and characteristics of the places they are
delivered in — the individual neighbourhoods of Manchester. Through the Council's
elected members, as community leaders and representatives, and as an organisation,
we will deliver and commission services and operate in a way that reflects the
characteristics of Manchester’s different neighbourhoods.
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Reforming Public Services

During the year 2013/14 the Council implemented changes to save the £80 million
required by the 2013/15 Financial Settlement. The Government has now published the
settlement for 2014/15 and provisional settlement for 2015/16. The Council will need to
make up to £100 million of savings over 2015/16 and 2016/17. This, combined with the
increased cost of the levies for Waste Disposal and Transport, has led to a 40%
reduction in resources available to support directorates’ net revenue budgets. The
Council’s public and voluntary sector partners are also facing similar challenges through
funding reductions which require collaboration and strong leadership to address whilst
making progress towards the vision for the city.

To address these challenges the Council with its partners has embarked upon a radical
programme of public service reform to ensure that the maximum benefit is obtained
from the remaining resources in the city. A series of programmes are being piloted and
rigorously tested to understand their ability to reduce dependency on high-cost services
and reduce public service expenditure. These have the intertwined objectives of
supporting people into work and into greater independence under two main areas:

Complex Dependency

Scientific evidence identifies that brain development in a child’s early years (aged 0-4)
has the greatest influence over whether they will grow up to be happy and successful. A
new delivery model for Early Years is being piloted which will ensure children aged 0-4
have regular interactions with health visitors and are able to access the support they
and their parents need. The types of service that children can be referred to include
Speech and Language Therapy or immunisations, whilst parents can access parenting
classes or suppott to develop skills and access work.

The Council and its partners have developed a cohesive, whole family approach with
"troubled” families, getting the full spectrum of public agencies, national and local, to
work together in a co-ordinated way focussed on the family rather than just their
particular service speciality. This has been rolied out across the city and is being tested
and evaluated to ensure it has the best possible impact on reducing dependency.

Transforming justice and rehabilitation through better, more co-ordinated support for
offenders at the points of arrest, sentence and release. This programme focuses on
young people (the peak age of offending is 19) and women offenders, due to the whole
system costs of female custody on families.

Working Well builds on the experience of Troubled Families. The programme will work
with Employment Support Allowance (ESA) Work Related Activity claimants who have
left the Work Programme without moving into sustainable employment. The Work
Programme has achieved good results with some claimant groups but for ESA
claimants the results have been poor {o date. There is recognition that the complex
needs of ESA claimants require a different sort of support which more effectively
addresses the underlying issues that are affecting their ability to find sustained
employment. The two main differences being introduced in Working Well are the
intensity of support, with key workers with lower caseloads and more regular contact
with clients as well as the integration and prioritisation of other public services.
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Integrated Health and Social Care

Across Greater Manchester a programme entitled “Healthier Together” has been
designed to reconfigure hospital services to address the inconsistent outcomes from
hospital services and their uncertain financial sustainability. Across Manchester new
models of primary medical care are being developed with three key aims; increase the
scope of services delivered through primary cate, bring consistency as part of the
system and introduce a representative provider voice to primary care. The goal for
Manchester is for the population to be living longer and living better, which is the name
given o the integrated health and social care programme. This is part of the growth and
reform plans within health and social care being led by the Health and Wellbeing Board.

Core Services

The Council is committed to providing a high standard of core services which deliver
value for money for residents. These services are a vital part of making the city an
attractive place in which to live and work, supporting economic growth. This includes
having a good housing offer, neighbourhoods which are clean and safe, and have high
quality culture and leisure facilities.

Having a sufficient amount of quality housing for both rent and owner occupiers is
essential to support the city’s economy. Whilst house building fell during the recession,
the number of new homes under construction is now beginning to increase, and over
the next three years the city has a target of 5,000 new homes. Now that the economy is
entering a period of predicted growth, the challenge will be to aitract the substantial
levels of private investment required to deliver the housing growth which is required to
support the projected economic and population growth in the years to come.

A new “Clean City” programme |launched over the past year, enabled residents and
communities to apply for funding to tackle environmental problems in their local areas.
This provided a unique opportunity for communities to engage with and influence
initiatives that can make real and lasting improvements to their neighbourhoods,
tackling the issues that are most important to them.

A major development over the last year which will contribute to the city continuing to be
a cultural destination of choice is the opening of the refurbished Central Library. This will
provide a rich resource for residents and visitors alike, with state of the art facilities such
as interactive local archives, alongside rare books and literary collections.

Sport and leisure developments include a partnership between the Council and
Manchester City Football Club (MCFC), which is transforming the area around Etihad
Stadium. The Manchester City Football Academy being located here opens in 2014,
and will house the MCFC First Team and Youth Academy training facilities. Also, a new
Beswick Leisure Centre is being built which will offer sports facilities for the whole
community.
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The Council’s Values

The Council fosters a culture of behaviour based on shared values, ethical principles
and good conduct. These values underpin everything the Council does, including how it
works with partners and serves its local communities. The Council’s values are People.
Pride. Place.

* People - Every day Council employees will go further to make a difference to the lives
of Manchester people. Council employees will treat colleagues, partners and
customers with the respect they deserve and believe only their best is good enough.

» Pride - Council employees are proud of the role they play in making Manchester a
success. Council employees accept the responsibility invested in them and rise to
meet the challenges they need to overcome.

* Place - Council employees celebrate all things Manchester and strive to make
Manchester's streets, neighbourhoods and city an even greater place to live, work and
visit.

Performance Against the City’s Priorities

In 2012 Manchester's economy, combined with that of the four other GM South districts
(Salford, Stockport, Tameside and Trafford) generated an economic output of £34.8bn -
over a quarter of the region's output. This is an increase of 3.8% on the previous year,
indicating a strengthening recovery following the economic downturn of 2008. Greater
Manchester South outperforms the North West region and the national average in terms
of GVA per head of the resident population. The GVA was £23,476 in 2012, compared
to £18,438 for the North West region, and £21,674 nationally, which represents a 32%
increase in GVA over the last decade. Although the GM South region is comparable to
the South East in terms of GVA, there is a considerable gap to London where the figure
is £37,322; however, the gap has narrowed since 2011.

Manchester is the region’s major employment centre, and there continues to be
significant growth in the number of people in empioyment, which in 2012 was 326,200,
an increase of 5.4% on the previous year. 13,500 additional jobs have been created in
the sectors which have contributed most to this growth, which are professional, scientific
and technical. A key priority for the city is to bring in direct foreign investment to
coniribute to job growth, as part of the Internationalisation Strategy. During the past
year, developments include the launch of the Manchester-China forum, and an
announcement of a joint venture comprising Manchester Airport Holdings Limited,
Beijing Construction Engineering Group, Carillion and Greater Manchester Pension
Fund which plans to build an £800m business park at Airport City.

Increasing the wages of Manchester residents remains a priority for the Manchester
Parinership. Manchester's median warkplace wage (the wages of those who work in the

L

Appendix page 10



Manchester City Council Appendix to Item 5
Audit Committee 22 September 2014

Manchester City Council Annual Report Incorporating Statement of Accounts 2013/14

city but may live elsewhere) of £453 is the highest of all the Core Cities, reflecting the
success of the local economy. However, Manchester’'s median resident wage (those
who live in the city) of £367 is the second lowest, and the gap between Manchester's
workplace wages and resident wages remains high at £86 per week. More needs to be
done to address this gap, such as improving the skill levels of Manchester residents,
and ensuring Manchester has attractive neighbourhoods where high earners working in
the city want to live.

Manchester city centre is one of the city’s most important economic assets, enabling it
to achieve the growth objectives set out within our Community Strategy narrative. The
Council has continued to work with partners to drive forward major development
schemes which stimulate economic growth and job creation. There have been several
key areas of progress in the last year, including the opening of the Co-operative’s new
£130m landmark head office, which has provided a £17m boost to the regional
economy. Work is also underway on the next phase of the First Street redevelopment,
including Home - a new major cultural facility for Manchester, bringing together the
Library Theatre and Cornerhouse Cinema - along with a 4 star hotel, retail facilities, car
parking, high quality serviced residential accommodation and significant new public
realm. This phase is due for completion in spring 2015.

The city’s wider economic and social relationships are also dependent on the quality of
the transport infrastructure. To improve national and international connectivity
comprehensive plans have been initiated to enhance the region’s rail network and
airport capacity. Particularly relevant are the programmes to promote the delivery of
High Speed rail to Piccadilly and Manchester Airport, and proposals to increase
capacity and commercial activity ai the Airport.

The arrival of HS2 at Piccadilly and Manchester Airport will provide a valuable boost to
regional and local connectivity, and will also greatly enhance the attractiveness of these
locations to investment. To ensure that these opportunities are fully exploited, the
council and its partners are preparing clear and compelling growth strategies that
maximise development potential.

Since 2010 the Airport has recorded an increase in total passengers from 18,605,305 to
21,075,267 in 2013/14 (up 13.28%) (Source: Manchester Airport Traffic Statistics,
Manchester Airport Group).

People

The Council and its partners continue to expand on their delivery of services in a
radically different way under a programme named Public Service Reform. This has
changed the focus of public services from helping people, to helping people to be able
to help themselves. The programmes have many shared aims, such as encouraging
people to have greater aspiration, resilience and independence, and reducing demand
on high-cost public services. Some of the main aims are;

¢ Improving outcomes for Troubled Families — As at February 2014 there have
been 1,854 families which have received support from interventions. For families
where there had been criminal offences, 73% have had no repeat offending, and
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for children who had been excluded from school, for 58% of families the number
of exclusions reduced.

¢ Supporting people into employment — Since 2001, apart from an increase
during the 2008-2009 downturn, the number of residents claiming an out of work
benefit has steadily reduced. In 2013, there were 58,740 residents claiming these
benefits, which is 16.1% of the population, and a reduction of 12.5% since the
2001 level. A new “Working Well” programme, commissioned by the Greater
Manchester Combined Authority, will bring intensive support to Employment
Support Allowance claimants, who have left the Work Programme without
moving into employment, to enable them to find work.

* Helping young people gain the right skills — Supporting young people into
apprenticeships is a key part of addressing youth unemployment in the city.
Many more people are now starting apprenticeships, with 4,775 starting in
2012/13, compared to 1,320 in 2005/06.

* Getting more young children (0-4s) off to the best start — Achieving a good
level of attainment in the Early Years Foundation Stage (EYFS) is vita! for
children so that they are ready for school, and they are also more likely to be
independent and less reliant on public services in the future. The 2013 result of
47% of children achieving a good level of development is lower than the national
average of 52%, but it is a key strategic ambition for the city to improve this score
to ensure that children get off to a good start in life.

* Reducing absence from school - School absence has improved over the last
few years, so that Primary absence, at 4.5% in 2012/13, is now 0.2 percentage
points below the national average. Secondary absence, at 6% is just 0.2
percentage points above the national average. This is a significant improvement
on the position five years ago, where there was a gap of over 3 percentage
points from the national average for secondary schools.

¢ Improving attainment at school ~ Good school results are an essential part of
ensuring residents will have the right skills to access the opportunities offered by
the city’s economy. The main measure of attainment at the end of Key Stage 2 is
the percentage of pupils achieving Level 4 or above in the core subjects of
Reading, Writing and Maths. Over the last five years the results of Manchester
pupils have improved at a fasier rate than the national average, so that 75% now
attain Level 4, the same as the national average. In 2008/09 there was a gap of 6
percentage points.

After a period of improvement, GCSE results, at 53.1% of pupils gaining 5 or
more A*-C grades including English and Maths, have remained almost
unchanged since last year. Manchester remains 6.1 percentage poinis below the
national average, however over the last five years improvements have happened
at a faster rate than nationally, so this gap has narrowed considerably from 11.2
percentage points in 2008/09.

» Reducing re-offending by young people — Reducing offending is an important
part of achieving the city’s ambitions of improving resilience, supporting
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independence and reducing spending on high cost services. Offender
management measures, such as Integrated Offender Management, are showing
a positive impact, with a 10% reduction in re-offending being achieved in
2013/14. :

» Supporting people to improve their health — The Council has a role in
educating, informing and involving the community in the improvement of their
health and wellbeing. Between 2010 and 2012, there were around 1,000
preventable deaths each year among people living in Manchester. Over this
period, the age standardised mortality rate per 100,000 population from causes
considered preventable in Manchester was nearly double that of England as a
whole (340.5 compared with 187.8). The rate was higher for men (430.9 per
100,000) than for women (253.9 per 100,000). Both Manchester and England
have been experiencing a downward trend over the last 10 years. in Manchester,
the rate of deaths from causes considered preventable has fallen from 396.4 in
the three year period 2001-03 to 340.5 in 2010-12 — a reduction of 14.1%. Over
the same period, the rate across England as a whole has fallen from 248.4 io
187.8 — a reduction of 24.4%, so there is much more to be done to try to address
the wide gap which continues to exist between Manchester and the England
average.

Place

So that residents can make the most of the opportunities available in Manchester, it is
crucial that neighbourhoods are created which are attractive to working people, and
which offer a good quality of life. Focus is given to the fundamentals, such as clean
streets, safe communities and an efficient waste and recycling service.

Over recent years the respondents to Manchester's residents’ surveys have expressed
increased satisfaction with their local area as a place to live, and overall there has been
a significant improvement in respondents’ satisfaction since 2000/01. In this year's
survey 77% of respondents were satisfied with their local area as a place to live which is
the same as the last two years.

The Council is committed to increasing the amount of waste recycled by providing
services that meet the needs of residents. Following the successful implementation of
prioritised recycling collections in June and July 2011, recycling increased significantly
in 2012/13 but in 2013/14 dropped by 1.5 percentage points to 35.1%. This was due to
changes in processing of street cleansing waste. The amount of waste produced per
household remains virtually unchanged in 2013/14 from last year. However, prior to this,
reductions have been significant year on year, and each household now produces much
less waste - 484kg in 2013/14 — compared to 735kg in 2007/08, a reduction of 34.1%.
Recycling of garden and food waste has increased from 24,659 tonnes in 2012/13 to
24,679 tonnes in 2013/14.

Whilst Manchester has made significant reductions in crime and anti-social behaviour
over recent years, 2013/14 has seen an increase in a number of crime types,
particularly acquisitive crime. Substantial reductions were seen in overall recorded

\Q.
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crime over the last four years of between 8.5% and 10.9%, however 2013/14 saw an
increase of 3.7%. A total of 47,243 victim based crimes (which includes offences of
violence against the person, sexual offences, robbery, theft and criminal damage)} were
reported across the city in 2013/14, a 3.3% increase compared to the same period the
previous year.

The total number of theft offences reported across the city in the last year rose by 4.6%.
The largest increase within this broad crime category was for domestic burglaries which
increased by 9.6% compared with the previous year. This emphasizes that the Council,
GMP and other partners have a challenge to reduce this figure. Operations such as
Operation BRAID targets key crimes such as burglary. BRAID is a triple track approach
and targets the victim, offender and location.

Manchester is working towards a target of reducing carbon emissions by 41% by 2020.
Despite an increase in population of 10% since 2005, the latest data from 2011 shows a
16.1% reduction in COz has been achieved. To promote an environmentally sustainable
culture there are an increasing number of schools participating in the international ‘Eco—
Schools’ programme across the city, from 136 five years ago, to 147 now - which is
88% of the state schools in the city. The programme guides schools on their
sustainability programme, providing a framework to help embed ‘green’ principles into
the heart of school life.

How the Council Works

Manchester City Council is made up of 96 Councillors elected to the position by the
residents of Manchester across the city’s 32 wards. As elecied representatives they
have the authority to make a range of decisions affecting the city and the public services
delivered across it. The Council employs officers to deliver services on their behalf and
to carry out their decisions.

The Council appoints a Leader at its annual meeting in May, who in turn appoints eight
other elected members to form an Executive. They take a range of decisions to
implement the Council’s strategies and policies. A wide range of decisions are defined
by law as ‘Non-Executive Decisions’ and these are taken by all 96 Councillors meeting
together in the Council meeting or by one of the Council’s committees. Only the most
significant decisions are taken at the Council meeting, such as agreeing the Council’s
budget. Council has set up a number of committees involving smaller groups of
Councillors to take decisions in particular areas, such as planning permission or
considering applications for a type of license.

The Council has responsibility for a wide range of functions, and takes hundreds of
decisions every day. It would not be practical to bring Councillors together in a
committee to take each and every decision so many of the decisions are delegated to
senior officers of the Council to take on their behalf.

Decisions are taken in an open and transparent way, and key decisions and the
reasons for them are recorded and made available to the public. The decisions of the
Executive and the way in which Council services or other public services are delivered
are also subject to scrutiny. The Council has set up six scrutiny committees to do this,
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and in these meetings Councillors hold decision makers to account and consider how
public services are meeting the needs of local residents in the areas they represent.

The Council maintains a Constitution which sets out which officers or committees have
responsibility for exercising the authority’s different functions. The Council’s Code of
Corporate Governance, included in the Constitution, sets out the standards of good
governance the Council will meet.

The Council’s Governance Arrangements

The Council is committed to ensuring good governance of its affairs. The Council’s
Code of Corporate Governance (“the Code”) sets out the standards it will meet to
ensure it is doing the right things in the right way for the right people in an inclusive,
open, honest and accountable manner.

These commitments can be summarised as follows;
The Councii will:

o Clearly set out our objectives and what we’re trying to achieve.

¢ Measure how effective our services are and take action to improve them. It will
publish information showing progression towards our objectives.

» Work with other public services, such as the Police and NHS, to improve services
for Manchester residents.

e Ensure we make the best use of taxpayers’ money by taking prudent financial
decisions and measuring the level of value for money achieved.

s Set out, in its Constitution, who can take which decisions.

« Behave in ways that reflects the Council’s values and high standards of conduct.

+ Ensure people in the Council making decisions have access to accurate
information to help them take decisions in the best interests of Manchester
people.

¢ Record and publish the decisions it takes and the reasons for them. Wherever
possible, the most important decisions will be taken in public.

+ Carry out effective scrutiny of its services to make sure they meet Manchester
residents’ needs.

» Be sensitive about how information about Manchester citizens is collected and
recorded, and safeguard it from misuse.

Every year the Council produces an Annual Governance Statement (AGS), which
explains:

e What processes are in place to make sure the commitments set out in the Code
are being met.

» How the governance arrangements are reviewed, to ensure that they are as
effective as they can be, and that improvements are always being made.

e What the Council has done to identify and respond effectively to any govermnance
challenges, and what new challenges have been identified where the Council will
need to focus its efforts in 2014/15.
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Some of the key processes which the Council has in place to make sure it efficiently
monitors and improves its governance arrangements are as follows;

internal and External Audit — The Council's Internal Audit Service reviews the
effectiveness of our internal systems of control. Any challenges which are identified are
highlighted in the AGS, and plans are put in place to make sure any required
improvements to systems are made. In turn the Council’s external auditors, Grant
Thornton, assess the Internal Audit function to make sure it forms an effective part of
the Council’s control environment. The external auditor also assesses other areas, such
as how effectively the Council ensures value for money in its use of resources.

Register of Significant Partnerships — Partnership working is becoming increasingly
important to enable the Council to adapt and innovate, ensuring that it continues to
achieve its objectives and delivers effective services for residents. The Council has a
Partnership Governance Framework, which standardises the approach to managing
partnerships to strengthen accountability and financial security. A Register of Significant
Partnerships is produced to assess the risk partnerships’ governance arrangements
pose to the Council’s reputation, objectives and financial position.

Performance Management Framework — The Council has a comprehensive system of
performance reporting which provides accurate and timely information about service
delivery. This supports decision making that is effective, and is focused around setvices
which meet communities’ needs. Where there are any barriers to good performance,
managers have the information they need to intervene and address them.

Scrutiny Committees — The Council has six scrutiny committees, made up of elected
members, which play a key role in ensuring that public services are delivered in the way
residents want. They have a number of roles including holding the Council’s Executive
to account by reviewing their decisions, and investigating where Councillors have any
concerns about the way services are being delivered. To promote transparency and
wider engagement with Council decisions, ail meeting papers and minutes are available
on the Council's website.

Part of the AGS looks at what governance challenges the Council has experienced, and
what has been done to strengthen processes where necessary. It also looks forward to
what the main areas are where the Council will need to focus its efforts in 2014/15. This
takes into account, for example, challenges from the current year where there is still
further work to be done, and major reform programmes which will lead to significant
governance developments.

Some of these challenges identified for 2014/15 are:

» Supporting the implementation of the Growth and Reform Plan by working with
partners to help people become more resilient, develop valuable skills and
access employment opportunities.

o Establishing successful partnerships to deliver reform work including health and
social care programmes “Healthier Together” and “Living Longer, Living Better”
at a sustainable level and at the scale and pace required.
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*» Working with partners to design savings proposals for 2015/16 and 2016/17
which will make best use of resources available to public services in the city.

« Ensuring high standards of partnership governance, focusing on new ways of
working and delivering services.

» Protecting information and responding to the outcomes of the Information
Commissioner’'s Officer Audit.

» Improving ICT security, resilience and capacity to support service transformation.

e Improving internal staff communications, training and support.

The fuill AGS accompanies this annual report and statement of accounts.
Value for Money

The vision for Manchester is to become a world class city; to grow and sustain the
economy of the city, and to translate that growth into better lives for Manchester
residents. Achieving this vision, against an increasingly difficult financial and economic
backdrop, means that even greater emphasis is being placed on changing the way we
work to deliver better services and improve value for money. This means redesigning
services to make better use of resources: in essence, ‘doing more with less'.

Manchester City Council has an established track record of achieving savings through
adopting more efficient ways of providing our services whilst maintaining prudent levels
of reserves and maintaining fow council tax increases.

Public Service Reform is at the heart of Manchester's commitment to secure the best
possible outcomes from public spending. The Council has designed and rigorously
tested new delivery models for public services designed to support Manchester people
away from high-cost public services and towards greater independence. This will realise
savings both for the Council, its local pariners and the public purse more broadly.

In addition, to obtain the best outcome from each pound spent, the Council:

Analysed in detail benchmarking data showing how the Council’s spend differs from
other similar local authorities to inform work to target the development of savings
proposals and innovative service redesigns.

Reduced the operational estate from 363,000m2 at June 2010 to 312,500m2 at March
2014, reducing costs and emissions. Sharing premises and capital with partners has
helped this, for example there are now shared print and mail facilities with Greater
Manchester Police whilst some Police and JobCentre Plus staif are based at the Town
Hall complex.

Carried out more of its transactions online, rather than through more costly means such
as face-to-face or on the telephone. There were 238,347 online transactions this year,
an increase of 10% over last year, and 5.71m visiis to the Council’s website, an
increase of 13% over last year.

Recorded savings in procurement of £49.96 million since the Central Procurement Hub
was established in 2007/08. In addition to delivering savings the Procurement Group
has focused on bringing social, economic and environmental benefits to local
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communities. This work included opening up procurement opportunities to small
businesses through streamlining and simplifying procurement processes.

Improving the level of information we have regarding the evidence of success from the
services we deliver and commission, so we can get maximum use out of the services
proven to work best and safely decommission those services that are not having the
necessary outcomes and are no longer needed.
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Summary of the Annual Accounts 2013/14
Introduction

In line with the Council’s commitment to transparency and accountability to its
stakeholders, we have produced a summary of the Council’s Annual Statement of
Accounts for 2013/14. This summary has been produced in a simpler format than the
full Annual Statement of Accounts which is required to comply with proper accounting
practice. The Summary Accounts attempt to provide more meaningful information and
highlight key financial information relating to the Council to non-technical users.

Where the money was spent in 2013/14

The Council spends money on a whole range of services to help support the people of
Manchester {o achieve and enjoy a better quality of life. This spending can be both
revenue and capital. Revenue spending relates 1o the day to day running costs of the
Council such as staffing, purchasing services from third parties, utilities and minor
equipment. Capital funds are spent to buy assets which are to benefit Manchester and
its residents over a longer period such as land and buitdings.

The Council’s budget runs for the financial year from 1 April to the following 31 March.
We consuli on our budget each year before deciding on the priorities and setting the
budget in March.

Overall we spent £1,566 million (gross). The chart on the following page shows where
our revenue money was spent in 2013/14 analysed across standard service divisions,
which are different from how the Council is structured. The Council is required to report
on these categories as prescribed by Chartered Institute of Public Finance and
Accountancy (CIPFA) to ensure consistent accounting treatment and comparability with
other local authorities. These figures exclude costs (such as depreciation) that do not
have to be funded by council tax. However, these costs are included in the full
accounts.
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Qther Expenditure, £293m

Corporate Costs,

£14m

Public Health, £45m

Public Housing Sendces
(HRA),

. £48m
Private Housing Senices,

£280m

Highways

and Transport Senices,

£32m

Planning Senices, £45m

Adult Sccial Care, £187m

Education and Children's
Senices, £102m

Schools, £435m

Cultural and Related

Emvironmental and Senices, £45m

Regulatory Senices,
£40m

Service Division

Aduit Social Care

This expenditure relates to adult social care services such
as care for older people in their own homes or care
homes, support for people with physical or learning dis-
abilities or with mental health issues and adult education
services provided to adults living in Manchester.

Education and Children's
Services

This expenditure relates to children's social care services,
early years services and education services (excluding
schools) provided to children in Manchester.

Schools

This expenditure relates to the provision of nursery,
primary, secondary and specialist education services
provided to children in Manchester.

Cultural and Related Services

This expenditure is incurred on various Council services
including museums, galleries, recreation and sport, parks
and library services.

Environmental and Regulatory
Services

This expenditure is incurred on various Council activities
including environmental health, licensing, waste collection
and the provision of cemeteries and crematoria.

Planning Services

This expenditure is incurred on various Council activities
including planning policy, economic development and
building regulations.

Highways and Transport
Services

This expenditure relates to the mainienance and safety of
Manchester's roads and transport networks.
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Private and Public Housing
Services including the Housing
Revenue Account

This expenditure is incurred on the Council's public and
private housing services including housing benefit
payments.

Public Health

This expenditure relates to the provision of public health
services which were transferred to local government on
1 April 2013.

Corporate Costs (Central
Services to the Public)

This expenditure relates to activities that enable the
Council to function as a whole. For example the production
of the Gouncil's annual accounts and estimating and
negotiating Council budgets. This also includes
expenditure relating to the Coroners Office, Registrars and
Council Members' activities.

Other Expenditure

This relates to items of expenditure not included in the
service divisions such as levy payments for example for
transport and waste services, loan repayments and
interest payments made by the Council plus money set
aside by the Council for future use.

Where the money came from in 2013/14

In 2013/14 the majority of our income (67%) came from government. The remainder of
our funding came from business rates, council tax, fees and charges and other income

such as dividends and interest,

The chart on the following page shows how we funded our spending of £1,566 million in
2013/14 analysed across the different types of income received during the year.

Other Grants, £133m

Benefits
Disbursement, £273m

Grant, £331m

Other income, £101m

Dedicated Schools

Couneil Tax, £113m

Fees and Charges,
£205m

Public Health Grant,
£40m

Revenue Support
Grant, £235m

Business Rates Safety
Net, £38m

Business Rates
Incoime, £97m
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Funding

Council Tax

This is the total amount of council tax due to the Council in
2013/14.

Fees and Charges

This is the total of the fees and charges generated by the Council.

Public Health Grant

This grant relates to the provision of public health services which
were transferred to local government on 1 April 2013.

Revenue Support Grant

This is a government grant received by the Council each year
which the Council uses to support its revenue expenditure.

Business Rates Safety
Net

This is the amount of business rates safety net that the Council is
entitled to in 2013/14.

Business Rates

This is the Council's share of business rates income due to the
Council in 2013/14.

Dedicated Schools
Grant

This is a ringfenced government grant which the Council uses to
fund the Schools budget.

Benefits Disbursement

This is a government grant to fund the Council's payment of
housing benefits.

Other Grants

This is the total of all the other revenue grants received by the
Council.

Other Income

This relates to items of income such as interest and investment
income, trading service income and dividends received.

Cost of Council Services

The Income and Expenditure Account below shows the cost of running Council services
between 1 April 2013 and 31 March 2014 and how this has been funded.

General Fund Services Gross Gross Net Expendi-
Expenditure Income ture
£000s £000s £000s
Adult Social Care 187,199)  (86.739)] 150.460
Central Services to the Public {cost of 13,886 (10,769) 3,117
elections, registration of births, deaths and
marriages and council tax collection) | o
_Children’s and Education Services 536,720 _(410,936) 125,784
Cultural Services 44,893 (13,196) 31,697
Environmental Services 39,736 (13,369) 26,367
Planning Services 45,423 (22,246) 23,177
Highways, Road and Transport Services 31,923 (23,591) 8,332
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Total G_eneral lncome

Housing Services including Benefits 307.374]  (296,445) 130,929
Public Health 45,020  (44,089)] 940
Net Cost of Services T 1,272,183 (871,380)] 400,803
(L);C;eerSOperating Expénditure Including 60,6055 (226) 60,379
E?;Qﬁéﬂ% gnd Investment Income and 114,11 5 (60,782) 53,333
Contributions to / (from) 'F'{eserves 118,706" (60,889) 57,817
o e oo /™™™ qsess0s| (marn| s
Financed By: ” |
Council Tax 112,855
Council Sharé of Bus‘i‘hés‘s F?étés AAAAAA 234,742
Gehera! Government Grants and Other Income 224,735
ot 572,332

* Contributions to reserves include the contribution to the business rate safety net
reserve of £37,650,000 plus grants and contributions to be used over more than one

year.

Financial Position

The Balance Sheet below shows the Council's financial position at the 31 March 2014,
the last day of the financial year. It shows what the Council owns (its assets) and its
debts (its liabilities) as well as the net worth of the Council (assets less liabilities).

Assets £000s | Liabilities - £000s

Counci]”DWéII.ihg.s o 389,504 B(.)rrow.ing' 521,399

Other Land and Buildings 953,270] Provisions for Future Liabilities 71,757

Heritage Assets 431,191 Liabiiity for Pension Scheme 735,975

Investment Properties 399,044 \?;r?été‘[ Grants Received in Ad- 7,624

Other Assets 734,718 |Money Owed by the Council 328,..59'0

Investments | 13.3,603_' - -

Money Owed to the Council 285,450 |

Total 3,326,780 | Total 1,665,345
1,661,435

| Net Worth of the Council
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Cost of Council Housing Services

The Housing Revenue Account (HRA) below shows the income and expenditure
relating to the 16,793 council houses owned by the Council between 1 April 2013 and
31 March 2014. It is a legal requirement that the Council accounts for this income and
expenditure separately from that of other services it provides.

Housing Revenue Account | £000s
Incbmé }}
Rents 1 61,279
Charges for Services and Facilities | 1,973
Contrit_Jutions towards expenditure on services provided by the 3.590
Council on behalf of others ’
Other inc’omeA - 15,781
— _ _ 52523
Ekpénditure
Repair and Maintenance 27,889
Supervision and Management 15,280
Net !_nterest Paid | | 9,386
Other Expenditure i 12556
i 65,111
Total Surplus for the Year 17,512
Housing Revenue Account Surplus at 31 March 2013 - 61 ,.0.01‘
Housing Revenue Account Surplus at 31 March 2014 78,513

The Housing Revenue Account surpluses are held in a reserve on the balance sheet to
meet future liabilities in relation to public housing private finance initiative (PF1) schemes
and to support future investment in the Council’s housing stock. The housing reserves
are in the main earmarked for specific purposes or have been identified to support
future planned investment in housing.

The Council owned the foliowing properties at 31 March 2014:

Prd'perty type )

Houses and Bungalows 9,5'53
Flats 6,990
Others 82
Total 16,625
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Capital Expenditure

Capital expenditure is spent on the purchase or improvement of assets that have a
long-term value to the Council, like land and buildings. This is different to revenue
expenditure in that the Council and its residents receive the benefit from the capital
expenditure over a longer period (over one year).

Capital Expenditure by Asset Type £000s
Council Dwellings | 21,203
Other Land and Buildings 51,112
Vehicles, Plant and Equipment [ 10,167
Infrastructure (e.g. Roads, Street Furniture) | 14,649
Gommunity Assets 325
Assets Under Construction o 59,077
Surplus Assets 16,905
Capital Expenditure not Relating to Couhci[ Assels 14,263
Assets Held for Sale | - ] | i.,84.6.
Investmenf Properties - 5,289
Long-Term Loans’ T 7,334
Intangible Assets | T 357
Share Capital 1,500

| 204,027

This has been spent on the following capital programmes:

Capital Expenditure by Capital Prbgrémrﬁe £000s
Town Hall énd Central Library Complex Programme | -50.,.1.94
Building Schools for the Future 4,988
Former Royal Eye Hospital 1,283
Schools Capital Programme T 1,277
Ringway Road Highway improvement Scheme R '3,5.31
Private Sector Housing Capital Programme - 12,483
Highways Capital Programme 7,096
Co-Op Group Estate Redevélopment 2,140
Asset Management Maintenance Programme 3,159
Strategic Acquisitions 10,653
ICT Transformation Capital Programme 5,263
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Schools Basic Need Progrémme 17,920
The Sharp Projects' 7,823
Abréham Moss Centre Redévélopment 6,963
Sc_:hools Capital Maintenance Progr;amm.e” _1_,_704
Leisure and Libraries | 2,437
Greater Ménbhester Loans Fund 1,331
Queens Road Metrolink 1,209
Adult Services Capital Programme | 351
Beswick Community Hub 13,692
Alexandra Park Hefurbishment 2,070
Publié S}}ectbdr Housing - 24,17?
First Street Cultural Facility 7,767
Regeneration Programmes 7,260
Manchester Business Park 4,499
Bus Priority Package 2,759

o 204,027
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2013/14
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Explanatory Foreword to the Annual Accounis by the City Treasurer

The Explanatory Foreword is the first section of the Annual Accounts and provides a
financial summary and introduction to the annual accounts for 2013/14.

Financial Summary 2013/14

The Council had a net revenue budget of £570,924,000 in 2013/14. This budget was net
of savings of £40m required in 2013/14 on top of £170m of savings in 2011/12 and
2012/13 following the reduced financial settlement.

Most of the Council’'s revenue budget is spent on the services the Council provides.
However some is used to repay money borrowed in previous years to fund capital
projects and some is paid out by way of levies to other organisations e.g. the Greater
Manchester Waste Disposal Authority. An amount is also put aside each year to meet
any unforeseen costs that may arise during the course of the year.

Spend against this budget is reported in the global monitoring reports to Executive. In
year changes to the budget position, either due to the reallocation of spend between
budgets or a change in the level of budgeted resources, are also reporied as part of the
global monitoring reports. The final financial position against the revenue budget was
reported to Executive on 18 June 2014. This information is consolidated into the
accounis within the Comprehensive Income and Statement. This statement also
includes items that do not form part of the Council's revenue budget such as
depreciation. The Movement in Reserves Statement shows the removal of these items
and the change in the general fund reserve. A reconciliation showing the outturn
position and the change in general reserves is shown later in the explanatory foreword.

The capital budget was approved as part of the suite of budget reports. Changes to the
budget are reported to Executive either as capital increases reports or as separate
stand alone reports. Capital spend is reported to Executive in quarterly capital budget
monitoring reports. This expenditure relates to the acquisition or enhancement of capital
assets and is transferred to the balance sheet rather than being included with revenue
expenditure in the Comprehensive Income and Expenditure Statement. Capital
expenditure is mainly funded from capital resources, such as borrowing or capital
grants, although it can also be funded from revenue resources. The sources of capital
funding are approved when the capital budget is set.

Revenue Expenditure

The table below shows the outturn position compared to the latest revenue budget
taking into account all the budget adjustments made during the financial year. At the
end of the year the budget was underspent across all budgets by £4.462m (before
approved carry forward of underspends of £0.9m) or 0.8 %. There had been a planned
call on general reserves of £4.53m and there is therefore a transfer from general
reserves of £0.068m.

The General Fund Reserve is now at £25.942m. In addition there is a general fund
reserve of £15m which relates to the transfer from the HRA which was carried out in
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2012/13 under the power in Schedule 4, Part 3 (2) of the Local Government and
Housing Act 1989. It is intended this will be used for Housing Regeneration priorities.
Department of Communities and Local Government (CLG) has asked for the Council’s
justification in making the transfer but to date nothing has been received on whether the
Secretary of State is intending to make a determination to reverse the transfer.

The table below sets out the year end position.

Available Resources |~ 570,924 | 571,771] 576,030

Planned use of Resources

Corporate and Cross Cutting

Issues:

Corporate ltems 100,201 | 107,628 | 100,182 (7,446)
In year contributions to

provisions and reserves 0 0 5,882 5,882
Property Rationalisation {1,466) (597) 0 597
TOTAL CORPORATE AND

CROSS CUTTING 98,735 107,031 106,064 (967)
Service Requirements:

Families, Health and Wellbeing 188,840 206,892 207,239 347
Children's and Commissioning

Services 121,916 102,539 103,081 542
Corporate Core 62,362 57,515 54,428 (3,087)
Growth and Neighbourhood 99,071 97,794 90,256 1,462
Contribution to Troubled Families

Work 0 0 1,500 1,500
TOTAL SERVICE

REQUIREMENTS 472,189 464,740 465,504 764
NET ESTIMATED

REQUIREMENTS 570,924 | 571,771 571,568 (203)
Underspend 0 0 (4,462) (4,462)
Approved carry forward of

underspends against budget 0 0 922 922
Net Underspend 0 0 (3,540) (3,540)

The above table shows the spend per directorate which is different to the analysis that
is required in the Comprehensive Income and Expenditure Statement.
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More detail on the Council’s budget and outturn position can be found on the Council’s
website www.manchester.gov.uk.

The above table shows that available resources are £4.259m higher than budgeted due
to the receipt of capitalisation top slice of £1.2m returned from CLG, additional
Educational Support Grant of £1.9m and additional dividend income of £1.2m.

The underspend on Corporate ltems budgets comprises £0.9m from the release of
unaliocated contingency which is held until year end in case of any unforeseen
pressures together with refunded contributions from the Waste Disposal Authority
(E1.2m), release of the waste contingency (£0.7m), overachievement of procurement
savings (£0.4m) and an underspend against budgets held to be allocated.

All provisions and reserves have been assessed at year end to ensure they are
adequate. The following adjustments have been made:

* Increase to the General Compensation Provision of £1.1m

¢ An increase to the Cleopatra reserve of £4.2m

e Anincrease to the Insurance Provision of £0.5m

The initial savings target for property rationalisation was £2.7056m. The element of the
programme attributed to the corporate budget has delivered £2.108m of savings over
the first three years of the programme. This gives a cumulative shorifall to date of
£0.597m which will reduce to £0.199m after 2014/15.

The net position on controllable budgets for services is an overspend of £0.764m. The
main reasons are as follows:-

e Expenditure for Families, Health and Wellbeing plus Children’s and
Commissioning Services were broadly in line with the revised budget. The
Corporate Core underspent by £3.087m, largely due to the Council Tax benefit
subsidy surplus relating to residual council tax benefit received in 2013/14 and
underspends in Legal Services, Democratic and Statutory Services and Human
Resources / Organisational Development mainly related to the early achievement
of savings. Growth and Neighbourhoods overspent by £1.462m. The main area
of overspend was Neighbourhood Delivery. This incorporates pressures within
the Sirategic Regeneration Framework teams which largely relate to staffing
savings that will now be achieved in 2014/15 and unbudgeted costs around third
party damage claims.

+ The Manchester Troubled Families programme is supporting some of the most
troubled and compiex families in the city. The programme has spent £6.9m this
year which was funded from the Family Recovery Programme within the
Families, Health and Wellbeing Directorate £3.4m, £1.5m from directorate
underspendings, £1.7m from Central Government’s Troubled Families Unit Grant
for 2013/14 and partners £0.3m. This has enabled £1.5m of Troubled Families
grant and reserve to be carried forward as part of the Manchester Investment
Fund Reserve.

The overall underspend is largely due to the increase in resources.
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The activities of the Housing Revenue Account (HRA)} have to be accounted for
separately from the other services provided by the Council. A separate budget is also
approved for the HRA which is monitored and reported within the global monitoring
report. Whilst the HRA figures are included within the Comprehensive Income and
Expenditure Statement there is also a separate HRA Income and Expenditure
Statement within the accounts.

The Housing Revenue Account (HRA), which contains the costs of owning and
maintaining properties which are let to tenants and income from renting Council houses
to tenants, is shown separately from the general fund revenue budget position. The final
outturn position for the HRA is an overall surplus of £17.512m in 2013/14, against a
budgeted surplus position of £12.358m.

Collection of rental income was £2.493m better than budgeted, the provision for bad
debts was able to be reduced by £1.526m against budget and there were also
underspends relating to communal heating costs and the fee to Northwards.

Capital Expenditure

The Council spends money on capital projects within the definitions of capital
expenditure contained in the Local Authorities (Capital Finance and Accounting)
Regulations 2003.

Capital expenditure has to be financed from one of the following sources:
¢ Borrowing.
» Grants or contributions from the Government or another third party.
» Use of the HRA Major Repairs Reserve.

¢ Proceeds from the sale of capital assets or the repayment of capital loans (capital
receipts).

» Contributions from revenue funding (revenue contributions).

The capital programme aims to deliver the optimum combination of projects and
programmes that represent the key priorities of the Council: to provide excellent public
services which provide true value for money whilst creating the conditions for economic
growth, improved skills and productivity and less deprivation and dependency.

The Capital Strategy embraces processes that:

o ensure the efficient use of resources,

* achieve maximum value for money,

o and are efficient and deliver more for less.
The Council continues, with its partners locally, sub-regionally and regionally and with
the government, to try to give individuals, communities and businesses the best
possible support. Flexibility needs to be retained within the Capital Strategy to enable

the council to continue to pro-actively respond to pressures including the risk that
private sector building activity remains slow.
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The Council and its partners have made major advances in pursuing the agenda for
regeneration. Many areas of the city that suffer from acute economic and social
deprivation have undergone a transformation to substantially improve their future
prospects and long term sustainability. The city centre has benefited from major
investment in new attractions and facilities and has become a location where people
increasingly choose to live, work and play. The airport, universities and other major
economic assets continue to expand and develop underlining Manchester's prominence
as regional capital of the North West.

The Community Strategy provides a clear and over-arching vision to create a city that
meets and exceeds the needs of all residents. To create neighbourhoods of choice by
improving opportunities for people to access quality housing, reach their full potential,
and connect to the benefits of our economic growth. To achieve that vision the Council
engages, enables and influence housing providers, funders, regulators, and policy
makers. The economy has changed a great deal in recent years. At a time when the
housing market is likely to remain changeable for some years, and funding is restricted,
the Council’s strategy needs to be innovative; working with new partners and new
initiatives to keep the city growing.

The Council is committed to a varied capital investment programme including:

Growth and Neighbourhood

Highways Planned Maintenance Programme
Waste and Recycling Programme

Street Lighting

Public Sector Housing Programme

Private Housing Assistance Programme
Brunswick Private Finance Initiative

Co-op Regeneration project

Alexandra Park Restoration Programme
Collyhurst and Irk Valley Regeneration Programme
West Gorton Regeneration Programme

First Street Cultural Facility

Beswick Community Hub

Libraries and Leisure Centres

Manchester’s Digital Sector Programme
Asset Management Programme

Strategic Acquisitions

Education and Schools

L]

Basic Need (additional places) programme
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e Schools Maintenance Programme
» Early Education Programme for 2 year olds
* Building Schools for the Future (ICT)

Corporate
¢ ICT Investment Programme

o Town Hall Complex Transformation Programme

The Council spent £204,027,000 on capital projects in 2013/14, which is summarised in
the following table. More details can be found in Note 28 to the Core Financial

Statements.
2012/13 | 201314
£m £m
Non-current Assets {Property, Plant and Equipment and
investment Properties) 156 181
Revenue Expenditure funded from Capital under Statute 22 14
Long-term Debtors 5 7
Share Capital 0 2
Total 183 204

The spend in 2013/14 was against the forecasted programme of £239m equating to
85% delivery.

Revenue Expenditure funded from Capital under Statute relates to capital expenditure
incurred on non-Council properties (e.g. Academies) and grants to organisations for
capital expenditure on their properties.

Capital expenditure classed as long-term debtors relates 1o loans given to external
organisations related to the Council.

The Council acquired shares in Eastlands Development Company and Ideas Inc Lid
during 2013/14.
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Detail of the variances between the ouiturn and the previous reported forecast are

shown in the following table.

Previous

Outturn Forecast
(31 March Variation

2014) (31 January
2014)

Housing (HRA) 24,176 24,836 (660)
Housing (General Fund) 12,483 13,158 {675)
Highways 13,387 15,912 (2,525)
Environment and Operations 739 1,125 (386)
Leisure, Culture and Libraries 11,536 17,495 (5,959)
Regeneration and Corporate Property 51,770 66,269 | (14,499)
Children’s Services 32,849 36,658 (3,809)
Adult's Services 351 0 351
Corporate Services 51,474 55,975 (4,501)
ICT 5,263 7,292 (2,029)
Total Capital Outturn 204,028 238,720 | (34,692)

Expenditure on capital schemes in 2013/14 was £34.693m less than the previous
estimate reported to the Executive. In summary this reduction in spend is mainly due to

the following:

» Highways: the underspend was due to the transfer of the Ringway Road Highway
Improvement works budget into 2014/15, the Bus Priority Programme caused
mainly by delays in getting utilities orders and the Wythenshawe Bus Station

scheme now starting in 2014/15.

e Leisure, Cultural and Libraries: the underspend was mainty due to work at the First
Street Cultural Cenire being delayed due to adverse weather conditions. The
Centre is on target to open in spring 2015.

» Regeneration and Corporate Property: the underspend was mainly due to The
Beswick Village programme spending less than forecast due to delays in design
and construction problems, in part caused by adverse weather conditions,
Manchester Business Park due to the provision for buy back option within the
scheme being delayed until 2014/15, the Asset Management Programme due to
various delays across the programme, caused by design issues, adverse weather
conditions, access issues and unexpected works complications such as asbestos
and One Central Park not being acquired until June 2014.

e Children’s Services: the underspend was mainly due to The Basic Needs
programme, 1o establish additional Primary provision in the City. This was parily
due to delays in finalising funding arrangements with Diocese projects, which
prevented schemes from progressing. There were also delays elsewhere in the
Basic Needs programme due to some projects being more challenging than
expected, such as the discovery of asbestos on some sites.

» Corporate Services: the underspend was due to delays in the Town Hall
programme as a result of the public enquiry into the plans for Library Walk and the

2\
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fact that some works will be undertaken after the opening of the Library. These
relate to the refresh of exhibits in the archive area and enhancing finishes in the
heritage areas together with completion of works in the lower ground floor link

area.

» |CT: the underspend was due to delays in the Digital Workplace Strategy and the
ICT Transformation Budget which will be utilised in 2014/15.

The financing of this expenditure was by the following methods:

2012/13 | 2013/14

£m £m

Borrowing 80 63
Government Grants 28 53
External Contributions 21 15
Capital Receipts 9 15
Major Repairs Reserve 14 23
Revenue Contributions 31 35
Total 183 204

2
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Introduction to Manchester City Council’s Annual Accounts

The annual statement of accounis has been prepared in accordance with the 2013/14
Code of Practice on Local Authority Accounting (The Code) and International Financial
Reporting Standards {IFRS). Changes in accounting requirements over the past several
years have led to an increase in complexity of the accounts and the level of detail they
contain.

One of the purposes of this foreword is to provide a guide to the Council’'s accounts and
the most significant financial matters contained within the statements.

These accounts contain a glossary of financial terms that are intended to assist the
reader to understand the specialist accounting terms that are contained within the
Statement of Accounts.

The Accountancy Code of Practice requires that the Council’s accounts are set out with
the core financial statements grouped together, followed by detailed notes, the
supplementary statements and the Group Accounts.

The core financial statements are:

The Movement in Reserves Statement (MIRS)

The Comprehensive Income and Expenditure Statement (CIES)
The Balance Sheet

The Cash Flow Statement

Each statement is preceded by a note explaining its purpose and followed by notes
explaining the statements.

The main statements are followed by three further sections:

The Housing Revenue Account (HRA) reporis on the costs of owning and maintaining
properties which are let to tenants and income from renting Council houses to tenants.
These costs are also shown within the main statements.

The Collection Fund Account reports on the collection of local taxes (council tax and
national non domestic rates) and their distribution to the Council, Central Government,
the Greater Manchester Police and Crime Commissioner and Greater Manchester Fire
and Rescue Authority.

The Group Accounts show the full extent of the Council’s economic activities by
reflecting the fuli extent of the Council’s involvement with its group companies and
organisations.

These are followed by notes explaining these statements.

Accounting Changes

The way the accounts are presented is governed by the accounting policies that the
Council has to follow. The accounting practice governing local authority accounts has
undergone major changes over the last few years in order to bring public sector
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accounting in line with that of the private sector. The most significant change was the
move to accounting in accordance with International Financial Reporting Standards
(IFRS) in 2010/11. These accounts are compliant with the IFRS based Code.

There are further changes in 2013/14. These related to accounting for National Non
Domestic Rates (NNDR), also referred to as business rates, and the LLocal Government
Pension Scheme.

National Non Domestic Rates

The Local Government Resource Review (LGRRY), which came into force on 1 April
2013, has resulted in significant changes to the methodology for funding local
government. National Non Domestic Rates (NNDR) were previously collected by local
authorities, paid over to Central Government and then redistributed to authorities. By
law, Government is obliged to use business rates to fund local authorities so NNDR was
used to fund Formula Grant, alongside Revenue Support Grant (RSG). Formula Grant
distributed funding to local authorities and as such there was no direct link between the
business rates collected within a local authority area and the funding they received.
Further, the risk of any reduction in local NNDR vyield due to closure of businesses or
appeals against rateable values lay with Central Government, and similarly they
benefitted from any increase in local NNDR yield.

‘Due to the reforms brought forward as part of the LGRR, from 1 April 2013 those risks
and benefits are shared between Councils and Central Government. The Council’s
share of business rates is 49%, Central Government’s 50% and the Greater Manchester
Fire and Rescue Authority 1%. Each local authority retains their share of the business
rates they collect, including an element of any growth in the business rates collected
above an assumed baseline level. The retained business rates income is subject to a
safety net and local authorities are protected at 92.5% of their base line funding which
compares assumed NNDR income and any top up payments. This change in funding
brings a higher level of uncertainty in Council resources and has implications for how
the budget is set.

A provision is made in the Collection Fund for the estimated effect of outstanding
appeals against rateable values. The Council has estimated that a provision of
£111,515,000 for outstanding appeals against rateable values will be required. The
Council’s share of these potential losses is 49%, with the balance being Central
Government (50%) and the Greater Manchester Fire and Rescue Authority (1%).

This provision is significantly higher than was anticipated when the budget was set due
to the volume of appeals against the 2010 valuation list still being received and the
settlement value of those appeals. Provision has also been made for appeals and other
reductions against the 2010 valuation list not yet received. As a result of this increased
provision and the increase in empty property relief awarded during the year the
Collection Fund shows a deficit of £83,242,000 for NNDR in 2013/14. The Gouncil's
share of this deficit is £40,789,000.

As a result of this deficit the Council is entitled to a safety net payment of £37,650,000.

This has been accrued for in the Comprehensive Income and Expenditure Statement.
The Collection Fund deficit relating to NNDR is also shown within the Comprehensive
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Income and Expenditure Statement but in accordance with the 2013/14 Code of
Practice on Local Authority Accounting the deficit is reversed out via the Movement in
Reserves Statement to the Collection Fund Adjustment Account. (The 2013/14 deficit as
estimated at 31 January 2014 will be reversed back from the Collection Fund
Adjustment Account to the Movement in Reserves Statement in 2014/15 and the
variation between the estimated and actual 2013/14 deficit will be reversed back in
2015/16).

As under the current accounting rules the safety net payment will be accounted for in
2013/14 but the related deficit will not be accounted for until 2014/15 or 2015/16 a
contribution of the value of the safety net payment and the small business rate relief
grant received has been made to the business rates reserve {o help offset the deficit to
be accounted for in future years.

Local Government Pension Scheme

The International Accounting Standard that covers accounting for the Local Government
Pension Scheme (IAS19) has changed for 2013/14. The key change is that the interest
cost and expected return on assets components are now combined into a net figure. In
effect this means that the expected return has been replaced by a figure that would be
applicable if the expected return on assets assumption was equal to the discount rate.
The Council can therefore no longer show higher profits where a scheme invests in
assets expected to generate higher returns (or lower profits where it invests in assets
expected to generate lower returns).

Whilst some disclosure requirements have been removed new requirements have been
added. The additions include:

» Enhanced descriptions of the nature of the scheme, the regulatory regime under
which it operates, third parties responsible for scheme governance and the risks
posed to the employer;

» Figures illustrating the sensitivity of the scheme’s pension liabilities to changes in
actuarial assumptions;

» Information about the profile of the scheme’s liabilities, including the weighted
average duration of the pension obligation;

¢ Details of a scheme’s funding policy, including the expected contributions to the
scheme for the next year; and

+ A more detailed breakdown of scheme assets. The aim of this change is to split
assets into classes that distinguish the nature and risk of those assets and to pro-
vide a detailed breakdown showing those with a quoted price in an active market
and those that do not.

These changes are shown retrospectively so amendments have also been made to the
2012/13 figures and disclosures. As a result of these amendments the 2012/13 deficit
on the provision of services in the Consolidated Income and Expenditure Statement has
increased by £15,100,000. This is offset by a reduction in the re-measurement of the
net defined benefit liability which is included within total comprehensive income and
expenditure.
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The accounting policies are set out in note 1 to the financial statements.

The Financial Statements

The Council’s Movement in Reserves Statement

This shows the movement in the Council’s reserves from 31 March 2012 to 31 March
2014. The reserves are split between usable (those that can be used to finance
expenditure) and unusable (those that contain technical accounting adjustments and
cannot be used to finance expenditure). Of the usable reserves only the general reserve
has not been allocated for specific purposes.

The Council’s Comprehensive Income and Expenditure Statement

This shows the accounting cost of Council activities including the notional accounting
entries that have to be made rather than the actual money spent and funded by Council
Tax.

The statement is broken down into three sections —
» Net cost of services
e Corporate items
¢ Council wide items

The first section of the Comprehensive income and Expenditure Statement shows the
cost of the Council’s services to give a total of Net Cost of Services. This is different to
that reported in the revenue monitoring reports as it includes accounting adjustments for
items such as depreciation and impairment that would be a significant cost in a
commercial organisation but which are not funded by Council Tax. The Net Cost of
Services totals £569,228,000. Details of the impairment of property, plant and
equipment and investment properties of £161,343,000 are shown within note 4 to the
financial statements.

Gross Expenditure and Income on Public Health is shown as an acquired service within
the Comprehensive Income and Expenditure Statement following the transfer of
substantial health improvement duties to councils from 1 April 2013.

The second section contains corporate items such as the loss on the disposal of non-
current assets, levies paid and payments made in relation to the pooling of HRA capital
receipts. This is called Other Operating Expenditure and totals £89,462,000.

The third section contains Council wide items such as interest paid and received,
investment property rentals received and the change in values of investment properties
(net receipt totalling £15,305,000) plus general income due to the Council from either
Council taxpayers, National Non Domestic ratepayers (NNDR) and general government
grants including grants to fund capital expenditure (totalling £599,914,000).

These three sections are totalled to produce an overall deficit on the provision of
services (£43,471,000). It should be noted that this is not a real deficit as it is the
financial reporting deficit that includes the technical accounting adjustments that are not
met by Council Tax. The table below sets out the impact of these adjustments.
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The deficit on the provision of services is reconciled to the movement in the Council’s
net worth (change in level of reserves) via the Total Other Comprehensive Income and
Expenditure section of the CIES.

The Movement in Reserves Statement adjusts the notional deficit to reflect any
accounting entries that do not impact on the level of council tax or housing rents. The
accounting entries that do not affect the [evel of council tax include items such as
depreciation and revaluation losses. After these items are removed the change in the
level of reserves is shown.

The Comprehensive Income and Expenditure Statement also includes items that do not
form part of the HRA revenue budget. The Movement in Reserves Statement shows the
removal of these items and the change in the HRA reserve.

The table below shows the reconciliation of the deficit in the Consolidated Income and
Expenditure Statement to the underspend against the budget (details of which are
shown in the financial summary section of the annual report).

General HRA Total

Fund

£000 £000 £000
(Surplus} / deficit in year in the Comprehensive 61,488 (18,017) 43,471
Income and Expenditure Statement
ltems that do not affect Council tax or housing (61,420} 505 (60,915)
rents
Contribution (to) / from reserves 68 (17,512) (17,444)
Budgeted contribution (to) / from reserves 4,530 (12,358) (7,828)
(Underspend) against the budget per the (4,462) (5,154) (9,616)
outturn report

Therefore the Council made a surplus of £4,462,000 against planned expenditure for
general fund and £5,154,000 for the HRA.

Note 6 shows the items that do not affect the level of Council tax or housing rents.

The details of the underspend are shown in the financial summary section of the annual
report.

The Council’s Balance Sheet
This shows the total assets, liabilities and reserves (net worth) of the Council.

The net worth (iotal reserves) of the Council is £1,661,435,000. This is split between
usable reserves (£437,386,000) and unusable reserves (£1,224,049,000).

The usable reserves are held for the following purposes:-
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Type of Reserve £000
Reserves held for capital purposes including capital receipts and capital 97,967
grants unapplied reserves

Schools reserves (for schools use only) 28,306
Statutory reserves 7,410
Reserves held for PFls 4,557
Reserves held to smooth risk of for assurance including the insurance 54,667
reserve

Business Rates Reserve to fund the business rates deficit in future years 39,874
Revenue reserves held to support capital including the Capital Fund 39,332
Reserves held to encourage economic growth or for public sector reform 17,611
Small specific reserves 2,423
Grants and contributions held to meet expenditure commitments over more 25,784
than one year

Housing Revenue Account reserve (£34.374m earmarked for future PFI 78,513
payments and other potential liabilities)

General Fund reserve 25,942
General Fund reserve transferred from the HRA during 2012/13 —to be 15,000

used for housing regeneration

Whilst these are classed as usable reserves all but the general reserve are earmarked
for specific expenditure or risks. Therefore the only uncommitted reserve is the general
fund reserve.

Unusable reserves are kept to manage the accounting treatment for non current assets
and retirement benefits. They are not resources that can be used by the Council.

Included within the unusable reserves section is the minus pensions reserve totalling
£735,975,000 (a reduction of £66,425,000 from the previous year). This matches the
pension liability in the balance sheet as measured under International Accounting
Standard (IAS) 19.

The purpose of IAS19 is o facilitate comparison of the pension obiigations of
employers. The 1AS19 calculations are carried out using a prescribed method. As the
method and assumptions underlying the IAS19 calculations are different to the formal
triennial valuations, IAS19 calculations will produce different results. In particular, the
calculated deficit is likely to be different from that published in the triennial valuation.
IAS19 valuations have no effect on the level of contributions that need o be paid into
the fund. The coniribution rates are set by the triennial actuarial valuation. The full
calculated 1AS19 deficit is shown in the accounts. With the triennial funding valuation
any calculated deficit can be spread and paid off over a number of years by an addition
to the contribution rate.

&R,
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Overall the net worth of the Council has increased by £99,421,000 during 2013/14.

The increase in usable reserves of £82.067m is mainly due to the following:

Reserves held for capital purposes due to additional capital receipts and grants
received to be used to fund future capital spend plus revenue reserves to fund
capital - £2.2m. '

Cleopatra reserve to fund potential claims received from 2014/15 - £2.2m.

Business rates reserve holding the business rates safety net entitlement and the
small business rate relief grant to fund the collection fund business rates deficit
which will be accounted for in 2014/15 and 2015/16 - £39.9m.

Ciean and green places reserve, funded from additional Manchester Airport
Holdings Ltd dividend following the acquisition of Stansted Airport, which will be
used to fund one off strategic interventions to improve the quality of the
environment - £14.5m.

Grants and contributions that will be used to fund future years expenditure,
particularly Dedicated Schools Grant and a contribution from the Clinical
Commissioning Groups to the Local Development Fund for Integrated Health and
Social Care- £6.6m.

Housing Revenue Account reserve - £17.5m.

The increase in unusable reserves of £17.354m is mainly due to the following:

Revaluation reserve due to increase in valuations of non current assets during
2013/14 - £15.8m.

Decrease in the IAS19 valuation of the pension liability and as a result the minus
pension reserve following the actuarial valuation - £66.4m partly offset by:

Reduction in the capital adjustment account - £27.5m and

Increase in minus collection fund adjustment account mainly due to Council’s
share of the business rate deficit - £40.1m.

The increase in the net wotth is matched by an increase in value of net assets of the
Council of £99,421,000.

Borrowing Limit

In 2013/14 the Council had an authorised limit for borrowing of £1,075,100,000
(£852,100,000 for external debt and £223,000,000 for other long term liabilities such as
PFls and finance leases). The actual level of external debt at 31 March 2014 is
£521,399,000. The reason for the variance between the authorised limit and debt
outstanding at 31 March 2014 is that due to positive cash flows the Council did not need
to undertake the budgeted level of borrowing during the financial year.
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The external debt is made up of the following figures on the balance sheet:

2012/13 | 201314
£000s £000s

Long-term Borrowing 482,298 | 512,182
Short-term Borrowing 25,387 9,217
Total 507,685 | 521,399

As per the above table the amount of borrowing outstanding increased in the year by
£13,714,000.

The 2013/14 Capital Programme was funded by borrowing of £63,234,000. The debt
outstanding at 31 March 2014 has not increased by this amount as the Council’s
Treasury Management Strategy is to use cash backed reserves in lieu of external
borrowing. This is due to historic low investment rates not providing the Council with
value on its investments when compared to using cash instead of borrowing, as
borrowing rates are substantially higher than investment returns.

The Council’s Cash Flow Statement

This shows the reasons for the change in cash, cash equivalents (investments made for
a period of less than three months) and the bank overdraft during the year. The cash
balance at 31 March 2014 had increased by £39,831,000 from 31 March 2013.

Major Acquisitions and Disposals

The Council’'s major acquisitions and disposals of Plant, Property and Equipment during
2013/14 are as follows.

During 2013/14 the Council acquired land and terminated a development agreement at
Manchester Business Park at a cost of £4.499m.

Major disposals in 2013/14 included schools which transferred to academy status. Their
value upon disposal was £18.359m. Other significant disposals were land around the
Sports City Collar Site at a value of £4.6m, former Broome House Children’s Home in
Didsbury at a value of £2m and various plots in the Roundthorn industrial Estate at a
value of £1.018m.

Private Finance Initiatives (PFl)

PFls involve a private sector contractor building or improving non-current assets used in
the provision of public services and operating and maintaining the asset for an agreed
period of time.
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As at 31 March 2014, the Housing Energy Services Contract, Temple School, Plymouth
Grove Housing, Miles Platting Housing, Public Lighting and Wright Robinson Sports
College schemes were ongoing.

The Brunswick Housing PFl scheme achieved financial close on 17 December 2013.
The project includes the refurbishment, redesign and demolition of existing council
houses, provision of new build council houses and wider redevelopment of the area.
The PFI contractor will provide ongoing neighbourhood management in respect of all
aspects of tenancy and estate services for the duration of the twenty five year contract.
The PFI contractor will also provide facilities management services from the day after
the project achieved financial close including tenancy management and enforcement,
rent and service charge collection and void management.

The contractor will receive an interim unitary charge from financial close in return for
taking responsibility for the housing management and maintenance services of the 929
houses. The contractor will undertake a period of demolition (of 275 houses),
refurbishment (of 654 houses) and new build construction (of 200 houses) over the
initial six year period. The interim unitary charge will be replaced by a higher full unitary
charge as the refurbished and new build properties are certified as complete.

The contractor will receive a £24m capital contribution in stages during the construction
period. The Council will retain ownership of the land on which the houses are
constructed and at the end of the contract will acquire the new and refurbished asseis at
nil consideration at which time the operator will vacate the site.

The Housing schemes are funded by both PFI] grant and the housing revenue account.
The schools schemes are funded by both PFI grant and the Dedicated Schools Grant
(DSG). The street lighting scheme is funded by both PFI grant and Council resources.
Further details on these schemes are shown in note 8.

Private Public Partnership (PPP)} Schemes

The Council has developed the following PPP Schemes with private sector contractors
to provide services to the Council and its residents:

e Manchester Working — during 2006/07 the Council established a partnership
arrangement with Morrison PLC for the provision of building maintenance services
for the Council and Northwards Housing.

¢ Indoor Leisure PPP - the Council established a trust, which was contracted with
Serco Ltd for renovation, maintenance and management of some indoor leisure
facilities. At 31 March 2014 the Council was out to tender for a new contract for
indoor leisure services. It is intended that the new contract will commence on 1
September 2014.

o Wythenshawe Forum PPP — the Council has established a trust, which has
responsibility for the renovation, maintenance and facilities management of
Wythenshawe Forum.

« Car Parks Partnership — the Council has entered into a partnership with National
Car Parks Limited to manage its car parks.
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Events after the Balance Sheet Date

Events after the balance sheet date are those events that occur between the end of the
reporting period (i.e. 31 March) and the date when the Statement of Accounts is
authorised for issue. The Council is required to disclosure any material events as a note
to the accounts. The following events have therefore been included.

Partnership with the Greater Manchester Pension Fund (GMPF)

On 11 April 2014 the Council entered into a limited partnership agreement with
Kingfisher Property Partnerships Ltd (as managing trustee of the Greater Manchester
Pension Fund Property Unit Trust) to establish a company called Matrix Homes which
will construct new homes for market sale and rent. The Council and GMPF have each
made a capital contribution of £200 and acquired shares of £50 in Matrix Homes.

The Council transferred land at Woodwise Lane, Darley Avenue, Ossington Court and
Clowes Street to the partnership plus procured the transfer of land owned by the Homes
and Communities Agency (HCA) at Gorton Monastery. The value of the land will be
converted into a technical loan by the Council to the partnership and the Council will
secure investment returns against that loan, as well as a share of development
surpluses.

The value of the four sites that the Council contributed to the partnership was £5.386m.
These sites are held on the balance sheet as held for sale assets. in addition land at
Gorton Monastery valued at £0.44m has been procured from the Homes and
Communities Agency and transferred to the partnership. This equates to a loan of
£5.826m made by the Council to the partnership.

Schools transferring to Academies

Four community schools are expected to transfer from Council control to Academy
status after 31 March 2014. As a result of this change of status the assets have been
impaired to nil as at 31 March 2014 and will be removed on transfer. As a result
impairment of £55,253,000 has been charged in the Consolidated Income and
Expenditure Statement.

Further details of these post balance sheet events are shown in note 52 to the financial
statements.

Post balance sheet evenis have been reviewed up to the date that the accounts have
been authorised for issue by the City Treasurer. :

The Council’s Group Accounts

The Council conducts activities through a variety of underiakings, either under ultimate
control or in partnership with other organisations. The standard financial statements
consider the Council as a single entity accounting for its interests in other undertakings
as investments. For a full piciure of the Council’s involvement in other activities group
accounts are prepared. These reflect the figures contained in the single entity accounts
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consolidated with figures for the Council’s material subsidiaries, associates and joint
ventures.

Subsidiaries are defined as organisations where the Council exercises control and gains
benefits or has exposure to risks from this control. The subsidiary considered to be
material is Destination Manchester Limited.

Associates are defined as organisations where the Councii exercises a significant
influence and has a participating interest. The Council has no associates considered to
be material.

Joint Ventures are defined as organisations where the Council and another party
exercise joint control with decisions relating to the organisation requiring unanimous
consent of the parties sharing control. The joint venture considered to be material is
Manchester Airports Holdings Ltd.

Manchester Airport Group plc was a subsidiary of the Council until 28 February 2013.
On 1 March 2013 a new company was incorporated — Manchester Airports Holdings Ltd
(MAHL). The voting shares of the new company are split equally between the Council
and Codan Trust Company Limited (acting in its capacity as a trustee of Industry Funds
Management (IFM) Global Infrastructure Fund) with each party holding ten voting
shares. Non-voting shares in the capital of the company are allocated 35.5% to
Manchester City Council, 35.5% to IFM and 29% split between the other 9 district
councils within Greater Manchester. Dividends are payable pro rata to the non voting
shares. The company owns and operates the following airports — Manchester, East
Midiands, Bournemouth and Stansted. The Group Accounts for 2012/13 reflected this
change in ownership.

In producing the group accounts the Council is required by the CIPFA Code of Practice
on Local Authority Accounting to make consolidation adjustments to take account of any
differences in accounting policies between the Council and its subsidiaries, associates
and joint ventures so that the group accounts are prepared on a standard set of policies.

Land and buildings in the Council’s single entity accounts are valued at fair value (i.e.
the amount that would be paid for an asset in its existing use). Where sufficient market
evidence is not available, fair value is estimated at depreciated replacement cost, using
the modern equivalent asset method (i.e. the market value of the land on which the
building sits plus the current gross replacement cost of the building less an allowance
for physical deterioration of the building).

Manchester Airport Holdings Limited (MAHL)} accounts are prepared using deemed cost
for land and buildings. Deemed cost is the cost or valuation of assets as at 1 April 2005.
Consequently property, plant and equipment is included in MAHL’s accounts at cost or
deemed cost less accumuiated depreciation. A valuation of MAHL'’s land and building
assets has been undertaken in order 1o align the accounting policy with that of the
Council. This valuation has been used for the Council’s group accounts.

The land and building assets of Destination Manchester Limited (DML), which is a
subsidiary within the Council group, are included in DML’s accounts at cost less
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accumulated depreciation and impairment. A valuation of DML'’s land and building
assets has been undertaken in order to align the accounting policy with that of the
Council. This valuation has been used for the Council’s group accounts.

All other accounting policies within the group have been aligned to those of the Council.

The Group Accounts contain the Group Movement in Reserves Statement, the Group
Consolidated Income and Expenditure Statement, the reconciliation of the single entity
deficit to the group surplus / deficit, the Group Balance Sheet, the Group Cash Flow
Statement and notes to the Group Accounts.

Further Information

Further information about the Council’'s Annual Statement of Accounts is available upon
request from the following address:

Financial Accountancy
Corporate Services Department
Town Hall

Manchester

M60 2LA

or email: financial.accountancy @ manchester.qgov.uk

The Annual Statement of Accounis can also be viewed on the Council’s website here:
http://www.manchester.gov.uk/info/200110/council_budgets_and_spending/864/annual
_statement_of accounts.

Please contact us at the above address if you have any comments on the presentation
of the Annual Statement of Accounts. The summary accounts which provide a more
user friendly version of the accounts can also be viewed on the website.

Local electors and taxpayers have a statutory right to inspect the Council’s Annual
Statement of Accounts and all related books, deeds, contracts, bills, vouchers and
receipts before the annual accounts audit has been completed, giving an opportunity to
question the auditor. The availability of the Annual Statement of Accounts for inspection
was advertised in the Manchester Evening News on 3 July and on the Council’s
website. The Council also publishes its future spending plans in its Capital and Revenue
Budget Reports, which are available on the Council’s website.
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The Statement of Responsibilities for the Annual Statement of Accounts
The Council's Responsibilities

The Council is requir'ed to:

+ make arrangements for the proper administration of its financial affairs and to
secure that one of its officers has the responsibility for the administration of those
affairs. In this Council, that officer is the City Treasurer;

+ manage its affairs to secure economic, efficient and effective use of resources
and safeguard its assets; and

e approve the statement of accounts.

The City Treasurer's Hespoﬁsibilities

The City Treasurer is responsible for the preparation of the Council's and Group’s
statement of accounts in accordance with proper practices as set out in the CIPFA /
LASAAC Code of Practice on Local Authority Accounting in the United Kingdom (the
Code).

In preparing this statement of accounts, the City Treasurer has:
» selected suitable accounting policies and then applied them consistently;
» made judgements and estimates that were reasonable and prudent; and
e complied with the local authority.
The City Treasurer has also:
* kept proper accounting records which were up to date; and
e taken reasonable steps for the prevention and detection of fraud and other
irregularities.
The statement of accounts gives a true and fair view of the financial position of the

Council and Group as at 31 March 2014 and their income and expenditure for the year
ended 31 March 2014.

e "

R. Paver
City Treasurer
11 September 2014
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Movement In Reserves Statement

This stalement shows the movement in the year on the difierent reserves held by the Council, analysed inlo “usable reserves® {i.e. those that can be applied o fund expenditure) and other reserves. The surplus or (deficit) on the Provision of Services line includes accounting adjustments for such items as
depreciation thal would be a significant cost in a commercial organisation bt which do not need 1o be funded by Council Tax. These are different from the statutory amounts required to be charged %o the General Fund Balance and the Housing Revenue Account for council tax setting and dwellings rent
setting purposes, The Net Increase Decrease before Transfers 1o Earmarked Reserves line shows (he statutory General Fund Balance and Housing Revenue Account Balance befere any discretionary transfers o or from the earmarked reserves undertaken by the Council,

Restated Restated Restated Restated Restated Restated
General Earmarked | Housing | Earmarked Capital Capital Major Total Revaluation | Available Pensions Capital Deferred Financial | Collection | Shortterm Total Total
Fund GF Revenue HRA Receipts Grants Repairs Usable Reserve for sale Reserve | Adjustment Capital Instruments Fund Compensated| Unusable Coungeil
Balance Reserves Account Reserves Reserve Unapplied Reserve Reserves Financial Account Receipts | Adjustment | Adjustment | Absences Reserves Reserves
Instruments Account Account
Note £000s £000s £000s £000s £000s £000s £000s £000s £000s £000s £000s £000s £000s £000s £000s £000s £000s £000s
Balance at 1 April 2012 {26,462) (181,431) {1,967} {54,572) {34,085) {32,475) {4,050} {335,042) (693,982} (1,531) 647,300! _{1,339,730) {1,441) 7,560 (4,276) 7,409} (1,378,691} (1,713,733)
{Surplus) / deficit on provision of services 66,635 0 (16,990) o] 0 0 0 49,645 0 0 0 o . 0 0 0 0 0 49,645
Other comprehenslve income and expenditure
(Surplus) on revaluation of non-current assets 38 4 0 0 0 4] 0 0 1] (39,021} o 0 o] 0 0 0 0 (39,021) (39,021)
Impairment losses on non-current assets charged o the revaluation reserve 38 0 0 0 ] 0 0 0 0 12,473 G 0 0 0 0 Q 0 12,473 12,473
[Deficil on revaluation of available for sale financial assets 38 0 Q 0 g 0 0 ¢! 0 0 (196) 0 0 0 (82) 0 0 (278) (2v8)
Remeasurements of the net defined benefit ligbility 40 0 0 0 0 0 0 0| 0 0 0 128,900 0 0 0 0 0 128,800 128,900
‘Total camprehensive income and expenditure 66,635 0 {16,990) 0 [t} 1] 0 49,645 (26,548) {196) 128,900 0 [} (82) 0 0 102,074 151,719
Reversal of tems debited or credited to the comprehensive incame and expenditure statement 3] (155,869) 0 {1,516} 0 (13,704) {11,411) (4,043) {186,543) 0 0 75,000 115,378 0 {4,345) 510 0 186,543 \]
Insertion of items not debited or credited {o the comprehensive income and expenditure statement 6 87,653 19,462 (256) 0 1,328 0 0 107,487 0 0 (48,800} (59,460) 0 773 0 0 (107,487) 1]
Other adjustments 2} (207) 1 0 0 9,025 0 0| 8,818 21,404 0 0 (30,378) 156 0 0 0 (8,818) 0
Total adjustments between accounting basis and funding basis under regulations (68,423) 19,462 {2,472) 0 (3,351) {11,411) (4,043) {70,238) 21,404 ] 26,200 25,540 156 (3,572) 510 0! 70,238 0
Net {increase) / decrease before transfers to earmarked reserves {1,788) 19,462 (19,462) 0 {3,351) {11,411} (4,043) {20,593) (5,144) (196) 155,100 25,540 156 (3,654) 510 0 172,312 151,719
‘Transfers (to) / from earmarked reserves (12,760) {1,924) (5,672) 20,672 0 1] 0 316 0 Q 0 Q Q 0 0 {316) {316} 1]
{Increase) / decrease in year (14,548) 17,538 (25,0a4) 20,572 {3,351) {11,411} {4,043) {20,277} {5,144) {196) 155,100 25,540 156 {3,654) 510 (316) 171,996 151,719
Balance at 31 March 2013 {41,010} {163,893) (27,001) {34,000) (37,436) {43,886) {8,093) {355,319} (699,126} (1,727} 802,400] (1,314,190} {1,285) 3,906 (3,766) 7,093] (1,206,695)| (1,562,014)
Movement in reserves during 2013/14
(Surplus} / deficit on provision of services 61,488 0 (18,017} 0 0 0 0 43,47 ¢ 0 0 0 o 0 0 0 Q 43,471
Other comprehensive income and expenditure
(Surplus) on revaluation of non-current assets 38 0 0 o 0 0 0 o 0 (45,624) 0 Q 0 0 Q [ 0 {45,624) {45,624)
Impaitment losses on non-current assels charged 1o the revaluation reserve 38 0 Q 0 0 0 Q0 0| o 16,203 0 i} 0 0 i} ¢ 0 16,203 16,203
|(Surplus) on revaluation of available for sale financial assets 38 0 0 0 0 i} 0 0 OI 0 {71 0 0 4] (83) o] 1] (154} (154}
Remeasurements of the net defined benefit liability 40 0 0 0 0 o 0 0 0 0 0 {113,317) 0 0 0 0 0 {113,317} {113,317}
Total comprehensive income and expenditure 61,486 i) {18,017) i} 0 0 1] 43,471 {28,421) {71) (113,317) 0 ] (83) 0 0 (142,892) (99,421)
Reversal of items debited or credited o the comprehensive income and expenditure statement B (232,029) 0 254 0 o {3,383) 783 {234,375) Q 0 97,982 96,411 0 (84} 40,066 [il 234,375 0
Insertion of items not debited or credited to the comprehensive income and expenditure statement 6 94,873 17,512 251 0 1,944, 0 0 114,580r 0 0 (51,090} (63,166) Q (324) 0 0 (114,580) 0
Other adjustments 6 407 0 0 0 {7,896) ] 0] {7,489) 13,608 0 0 (5,759) (360) 0 0 0 7,489 0
Total adjustments between accounting basis and funding basis under requlations (136,749) 17,512 505, 0 {5,952) (3,383} 783 {127,284} 13,608 0 46,892 27,486 (360) (408) 40,066 0 127,284 0
Net (increase) / decrease before transfers to earmarked reserves - (75,261) 17,512 (17,512) 0 {5,952) {3,383) 783 (83,813} (15,813} {71) (66,425) 27,486 (360} (491) 40,066 0 {15,608) (99,421)
Transfers {to} / from earmarked reserves 37 75,329 (73,583) 374 (374) 0 0 0 1,746 0 0 0 0 0 0 Q {1,746) {1,746) 0
(Increase) / decrease in year 66 (56,071) {17,136) (374) {5,952) (3,383} 783 (82,067) (15,813) 71} {66,425) 27,486 (360} {491} 40,066 {1,746) (17,354) {99,421)
Balance at 31 March 2014 {40,942) (219,964) {44,139} {34,374) {43,388) {47,269) {7,310} (437,386) {714,839) {1,798) 735,975| (1,286,704} {1,645) 3,415 36,300 5,347 (1,224,049} (1,661,435}

The 2012/13 figures have been restated following the change in accounting policy relating to the Local Government Pension Scheme (LGPS). As a result of these changes the deficit on the provision of services and reversal of ilems debited or credited to the comprehensive income and expenditure statement in the general fund and HRA reserves columns have increased by £15,100,000. In the
pension reserve the remeasurement of the net defined liability has reduced by £15,100,000 and the reversal of items debited or credited to the comprehensive income and expenditure statement has increased by £15,100,000.
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The balance sheet shows the Council's balances on assets {(non-current and current), liabilities (long and short-term) and net
worth (usable and unusable reserves) at the end of the current and preceding financial year.

31 March 31 March
2013 2014
£000s Note £000s
Non-current assets
2,047,881 Property, plant and equipment 18 2,013,073
422,968 (Heritage assets 21 431,191
363,945(Investment properties 27 399,044
1,190]Intangible non-current assets 1,121
129,641|Long-term investment in subsidiaries, associates and joint ventures 30 131,024
2,308|Other long-term investments 30 2,579
130,538|Long-term debtors 31 137,449
3,098,471|Total non-current assets 3,115,481
Current assets
547|Inventories and long-term contracts 738
113,779|Short-term debtors 31 148,001
9,301[Cash and cash equivalents 46 34,585
5,748|Short-term assets held for sale 23 12,928
129,375|Total current assets 196,252
3,227,846|Total assets 3,311,733
Current liabilities
{25,387)|Short-term borrowing 36 (9,217)
(14,547)Bank overdraft 46 0
(135,064)|Short-term creditors 32 (139,684)
{15,517)(Short-term provisions 35 {21,279)
(7,911)|Short-term deferred liabilities 34 (8,561)
(198,426) | Total current liabilities (178,741)
3,029,420|Total assets less current liabilities 3,132,992
Long-term liabilities
(2,357)|Long-term creditors 32 (2.,482)
(4,746)|Long-term provisions 35 (50,478)
(482,298)|Long-term borrowing 33&36 {512,182)
(164,493) |Long-term deferred liabilities 34 {162,816}
{11,112)|Capital grants receipts in advance (7,624)
(802,400)| Pensions liability 40 (735,975)
{1,467,406) | Total long-term liabilities (1,471,557}
1,562,014|Net assets 1,661,435
Financed by:
355,319}Usable reserves 37 437,386
1,206,695|Unusable reserves 38 1,224,049
1,562,014 |Total reserves 1,661,435

feersZ

Richard Paver
City Treasurer

11 September 2014

&
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ash Flow Statement

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

Restated
2012/13 2013/14
£000s Note £000s
49,645 (|Net deficit on the provision of services 43,471
Adjustments to net surplus or deficit on the provision of services for non-
(185,411)|cash movements 47 (282,667)
Adjustments for items included in the net deficit on the provision of
69,813(services that are investing and financing activities 48 90,880
(65,953){Net cash flows from operating activities 49 (148,316)
80,088 |Investing activities 50 110,510
19,604 |Financing Activities 51 (2,025)
33,739|Net decrease / (increase) in cash and cash equivalents (39,831)
28,493|Cash and cash equivalents at the beginning of the reporting period (5,246)
(5,246)|Cash and cash equivalents at the end of the reporting period 48 34,585

The 2012/13 figures have been restated due to the accounting policy change relating to the LGPS.

As a result of these changes the net deficit on the provision of services and the adjustments for non cash
movements have increased by £15,100,000.
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Notes to the Core Financial Statements

Note 1

Note 2

Note 3

Note 4

Note 5

Note 6

Note 7

Noie 8

Note 9

Note 10
Note 11
Note 12
Note 13
Note 14
Note 15
Note 16
Note 17
Note 18
Note 19
Note 20
Note 21
Note 22
Note 23
Note 24
Note 25
Note 26
Note 27
Note 28
Note 29
Note 30
Note 31
Note 32
Note 33
Note 34
Note 35
Note 36
Note 37
Note 38
Note 39
Note 40
Note 41
Note 42
Note 43
Note 44
Note 45
Note 46
Note 47

Note 48

Note 49
Note 50
Note 51
Note 52
Note 53

Accounting Concepts and Policies

Critical Accounting Judgements

Key Sources of Estimation Uncertainty

Significant items warranting additional disclosure

Impact of Accounting Changes that have been issued but not yet adopted
Adjustments between accounting basis and funding basis under regulations
Segmental Reporting Analysis

Long-Term Contracts

Trading Operations

National Health Services Act 2006 Pooled Funds

Financing and investment income and expenditure

Taxation and non-specific grant income

Revenue grants credited to the Comprehensive Income and Expenditure Statement
Members Allowances

Officers' Emoluments and Senior Employees’ Remuneration
Exit Packages

Audit Fees

Property, Plant and Equipment

Disposal of Assets

Accounting for Local Government Schools

Heritage Assets

Valuation of Property, Plant and Equipment

Assets Held for Sale

Assets Recognised Under PFIl Arrangements

Assets Held as Lessee

Assets Held as Lessor

Investment Properties

Capital Expenditure and Capital Financing

Contracted Capital Commitments

Investments

Debtors and Payments in Advance

Creditors and Receipts in Advance

Analysis of Long-term Borrowing

Deferred Liabilities

Provisions

Financial Instruments

Usable Reserves

Unusable Reserves

Dedicated Schools Grant

Local Government Pension Scheme

Teachers' Pension Scheme

National Health Service Pension Scheme

Contingent Assets and Liabilities

Related Party Transactions

Trust Funds

Analysis of Bank Overdraft and Cash and Cash Equivalents
Cash Flow Statement - Adjustments to net deficit on the provision of services for non-cash
movements

Cash Flow Statement - Adjustments for items included in the net deficit on the provision of
services that are investing and financing activities

Cash Flow Statement - Operating Activities

Cash Flow Statement - Investing Activities

Cash Flow Statement - Financing Activities

Events after the Balance Sheet Date

Authorisation for Issue of the Statement of Accounts
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Note 1. Accounting Concepts and Policies

The Statement of Accounis summarises the Council’s transactions for the 2013/14
financial year and its position at the year end 31 March 2014. The Council is required to
prepare an Annual Statement of Accounts by the Accounts and Audit (England)
Regulations 2011 which require the accounts to be prepared in accordance with proper
accounting practices. These practices primarily comprise the Code of Practice on Local
Authority Accounting in the United Kingdom 2013/14 (The Code) and the Service
Reporting Code of Practice 2013/14 (SERCOP), issued by the Chartered Institute of
Public Finance and Accountancy (CIPFA), supported by International Financial
Reporting Standards (IFRS) and statutory guidance issued under Section 21(2) of the
Local Government Act 20083.

As local authorities need to reflect statutory conditions, specific statutory adjustments
are complied with so that the Council’s accounts present a true and fair view of the
financial position and transactions of the Council. All accounting policies are disclosed
where they are material.

The accounting convention adopted in these accounts is principally historical cost,

modified by the revaluation of certain categories of non-current assets and financial
instruments.

1.1 Qualitative Characteristics of Financial Statements

1.1.1 Relevance

The accounts have been prepared with the objective of providing information about the
Council's financial performance and position that is useful for assessing the stewardship
of public funds and for making financial decisions.

1.1.2 Materiality

The concept of materiality has been utilised in preparing the accounts so that

insignificant items and fluctuations under an acceptable level of tolerance are permitted
provided that in aggregate they would not affect the interpretation of the accounts.

1.1.3 Faithful Representation
The financial information in the accounts is a faithful representation of the economic
performance of the Council as they have been prepared to reflect the reality or

substance of the transaction, are free from deliberate or systematic bias, are free from
material error and contain all the information necessary to aid understanding.
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1.1.4 Comparability

In addition to complying with the Code the accounts also comply with the Service
Reporting Code of Practice. This code establishes proper practice in relation to
consistent financial reporting below statement of accounts level and aids comparability
with other local authorities

1.1.5 Verifiability

Different knowledgeable and independent observers will be able to reach the same
conclusion from the information presented in the accounts.

1.1.6 Timeliness

The information provided in the accounts is available to decision makers in time to be
capable of influencing their decisions.

1.1.7 Understandability

These accounts are based on accounting concepts and terminology which require
reasonable knowledge of accounting and local government. Every effort has been made
to use plain language and where technical terms are unavoidable they have been
explained in the glossary contained within the accounts.

1.2. Underlying Assumptions

1.2.1 Accruals Basis

The financial statements, other than the cash flow, are prepared on an accruals basis.
Income and expenditure is recognised in the accounts in the period in which it is earned
or incurred not as the cash is received or paid.

1.2.2 Going Concern

The accounts have been prepared on the assumption that the Council will continue in
existence for the foreseeable future.

1.2.3 Primacy of Legislation Requirements

In accordance with the Code, where an accounting treatment is prescribed by law then
it has been applied, even if it contradicts accounting standards. The following are
examples of legislative accounting requirements have been applied when compiling
these accounts:

» Capital receipts from the disposal of property, plant and equipment are treated in
accordance with the provisions of the Local Government Act 2003.
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¢ The Local Government Act 2003 requires the Council to set aside a minimum
revenue provision. '

¢ The Housing Revenue Account is compiled following proper practice as defined
by the Local Government and Housing Act 1989 and section 21 of the 2003 Act.

1.3. Accounting Policies
1.3.1 Property, Plant and Equipment (PPE)

Property, Plant and Equipment assets have physical substance and are held for use in
the provision of services or for administrative purposes for more than one year (e.g.
land and buildings).

Expenditure on the acquisition, creation and enhancement of property, plant and
equipment has been capitalised on an accruals basis provided that it yields benefit to
the Council, and the services it provides, for more than one financial year. Expenditure
on mainienance is charged to revenue as it is incurred.

Capital expenditure is initially added to the value of an asset but if this expenditure is
not considered to increase the value of the asset it is classed as impairment. Fees,
expenditure below £10,000 and 65% of the value of expenditure on council dwellings
have been classed as impairment. This percentage is the amount by which the open
market value of council dwellings is reduced to give a balance sheet value of 35% (the
social housing discount). In addition all property, plant and equipment, where
expenditure in excess of £5600,000 has been incurred during 2013/14, have been
considered by the Council's Valuers who have quantified the amount of impairment.

Property, plant and equipment are initially shown on the Balance Sheet at cost,
comprising the purchase price and all expenditure that is directly attributable to bringing
the asset into working condition for its intended use. The Council does not capitalise
horrowing costs incurred whilst the assets are under construction. The assetis are then
revajued using methods of valuation on the basis recommended by CIPFA and in
accordance with the guidance notes issued by the Royal institution of Chartered
Surveyors (RICS).

Land and buildings and other operational assets are valued at fair value. Where
sufficient market evidence is not available, for example schools and leisure centres, fair
value is estimated at depreciated replacement cost, using the modern equivalent asset
method. Short life assets, such as vehicles, are held at depreciated historical cost as a
proxy for current value on the grounds of materiality.

Council dwellings are valued, in accordance with CLG guidance, at open market vaiue
less a specified notified percentage, known as the social housing discount.

Community assets and infrastructure are valued at depreciated historical cost.
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Assets under construction are held at historical cost and are not depreciated until
brought into use.

Surplus assets are valued at fair value based on existing use vaiue. These are assets
that are not in use by the Council but do not meet the definition of assets held for sale.
Surplus assets mainly relate to land that is being held for regeneration purposes and
future sale.

Council dwellings are revalued annually. Other assets included in the Balance Sheet at
fair value are valued sufficiently regularly to ensure that their carrying amount is not
materially different from their value at year end, but as a minimum every five years.
Valuations are undertaken during the year with a valuation date of 1 April 2013. Any
material change that occurs after the valuation date is taken account of in the balance
sheet value.

Increases in valuations are matched by credits to the Revaluation Reserve 1o recognise
unrealised gains. In exceptional circumstances where the increase is reversing a
previous impairment loss charged to the Deficit on the Provision of Services on the
same asset or where the increase is reversing a previous revaluation decrease charged
to the Deficit on the Provision of Services on the same asset, the increase in valuation
is credited to the Comprehensive Income and Expenditure Statement.

Where decreases in value are identified and there is a balance of revaluation gains in
the Revaluation Reserve relating to the asset, the value of the asset is written down
against that balance (up to the amount of the accumulated gains). Where there is a nil
or insufficient balance in the Revaluation Reserve the value of the asset is written down
against the relevant service line in the Comprehensive Income and Expenditure
Statement.

Where revaluation gains or losses are credited or charged to the Comprehensive
Income and Expenditure Statement they are reversed in the Movement of Reserves
Statement to the Capital Adjustment Account.

The Revaluation Reserve contains gains recognised since 1 April 2007 only, the date of
its formal implementation. Revaluation gains arising before that date are included in the
Capital Adjustment Account.

The land and building elements of all properties are valued separately and treated as
separate assets for accounting purposes. In addition to this and subject to an
appropriate materiality tevel, any individual component within buildings which has a cost
that is significant in relation to the total cost of the building is accounted for separately
unless the components have a similar useful life to the main building.

In considering assets for potential componentisation (i.e. the significant elements of the
asset are valued separately) the Gouncil has included all general fund buildings with a
carrying value of more than £2m. Within each building the Council has set the threshold
for recognition of components as 20% of the cost of the building. The following
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components have been valued separately in council dwellings — main building, roof,
windows, external doors, kitchens, bathrooms, heating and electrical systems.

1.3.2 Depreciation on Property, Plant and Equipment

Depreciation has been calculated using a siraight-line method (i.e. apportioned equally
over each year of the life of the asset) for all assets unless that depreciation is
immaterial. The estimated useful life of each property is determined by a qualified
valuer. Land and assets not yet available for use {(assets under construction) are not
depreciated. Each component of property, plant and equipment that is considered to be
significant in relation to the total cost of the asset is depreciated separaiely.

Depreciation is charged to the service with a corresponding reduction in the value of the
asset. The depreciation charge is reversed in the Movement in Reserves Statement and
a transfer made to the Capital Adjustment Account. Residual values, useful lives and
depreciation methods are reviewed at each financial year end.

Depreciation has been charged to the Housing Revenue Account (HRA) in accordance
with proper practices and credited to the Major Repairs Reserve (MRR). Where the
depreciation charge is different to the notional Major Repairs Allowance (MRA) (formerly
part of housing subsidy) the difference is transferred to or from the MRR.

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

1.3.3 Derecognition of Property, Plant and Equipment

An item of property, plant or equipment is derecognised by disposal or when no future
economic benefit or service potential is expected from its use.

The carrying amount of a replaced or restored part of an asset is derecognised with the
carrying amount of the new component being recognised.

When an asset is disposed of the carrying amount of the asset in the Balance Sheet is
written off to Other Operating Expenditure within the Comprehensive Income and
Expenditure Statement as part of the gain or loss on disposal. Sale proceeds from
disposals are credited to the same line in the Comprehensive Income and Expenditure
Statement also as part of the gain or loss on disposal.

Any revaluation gains on the Revaluation Reserve, for assets disposed of or
decommissioned, are transferred to the Capital Adjustment Account.

Income from asset disposals in excess of £10,000 is classed as capital receipts. Capital

receipts from Right to Buy (RTB) sales of council dwellings are pooled between the
Council and central government. The net RTB receipts received (after reduction of
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regional transaction costs and allowable debt) are split based on a share ratio provided
by central government. If the government share of capital receipts, as calculated by the
Office of Budget Responsibility, is exceeded the Council retains the remainder of the
receipts to be used for the provision of new homes. If these receipts are not used within
three years they must be returned to the government (with interest at 4% above base
rate). Non-RTB receipts are exempt from the capital pooling rules.

The balance of capital receipts is credited to the Capital Receipts Reserve and used to
fund new capital expenditure or repay debt.

The written off value of disposals is reversed through the Movement in Reserves
Statement to the Capital Adjustment Account.

1.3.4 Private Finance Initiatives (PFls) and Similar Contracts

PFI and similar contracts are agreements to receive services where the responsibility
for making available the property, plant and equipment needed to provide the services
passes to the contractor. As the Council is deemed to control the services that are
provided under the contract and as ownership of the property, plant and equipment will
pass to the Council at the end of the contract for no additional charge, the Council holds
the Property, Plant and Equipment used under the contracts on its Balance Sheet. The
exception to this is certain types of schools as detailed in policy 1.3.7.

The original introduction of these assets onto the balance sheet is matched by the
recognition of a deferred liability for amounts due to the operator to pay for the assets.
Where the assets come into use at different stages the asset and matching liability are
introduced in stages. For some PFl schemes the liability is written down by an initial
capital contribution. This capital contribution was either in the form of a cash
contribution or assets transferred to the contractor.

Property, Plant and Equipment, recognised on the Balance Sheet, is revalued,
depreciated and impaired in the same way as other property, plant and equipment
owned by the Council.

The amounts payable to the operator each year are analysed as follows:

e Value of the service received (including facilities management) during the year -
debited to the relevant service line in the Deficit on the Provision of Services in
the Comprehensive Income and Expenditure Statement.

e Contingent rents (the increase in the amount payable to the operator due to an
indexation factor in the contract) - debited to the relevant service line in the
Deficit on the Provision of Services in the Comprehensive Income and
Expenditure Statement.

» |Interest cost based on the outstanding deferred liability - debited to the Financing
and Investment Income and Expenditure line in the Deficit on the Provision of
Services.
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o Payment towards liability - debited to the deferred liability on the Balance Sheet
thus reducing the liability. For non-HRA contracts this reduction in the charge in
the Deficit on the Provision of Services is replaced by an equivalent amount of
Minimum Revenue Provision (MRP) in the Movement in Reserves Statement.
For HRA contracts this reduction in unitary charge is reversed in the Movement
in Reserves Statement to the Capital Adjusiment Account.

o Lifecycle replacement costs —these are posted to the Balance Sheet as a
prepayment and then included as additions to Property, Plant and Equipment
when the works are carried out. Where lifecycle costs can be identified as capital
in nature they have been recognised as capital expenditure. This expenditure
relates to enhancements or replacement of assets.

Government grants received towards the funding of general fund PFI related payments
are shown within the Taxation and Non-specific Grant Income line in the
Comprehensive Income and Expenditure Statement. HRA PFI related grants are shown
within the HRA income line in the Comprehensive Income and Expenditure Statement.

1.3.5 Heritage Assets

Heritage assets are those assets that are intended to be preserved for future
generations because of their cultural, environmental or historical associations. They are
held by the Council in pursuit of its overall objectives in relation to the maintenance of
heritage. Heritage assets include civic regalia, museum and gallery collections and
works of art. Community assets (including parks and cemeteries) are not heritage
assets, but are accounted for as property, plant and equipment.

Operational heritage assets (i.e. those that, in addition to being held for their heritage
characteristics, are also used by the Council for other activities or to provide other
services) are accounted for as operational assets rather than heritage assets and
valued in the same way as other asseis of that general type (e.g. buildings such as the
Town Hall).

Heritage assets are shown in the Balance Sheet at market value where this is available.
For those assets where no market value is available the insurance valuation is used.
Depreciation is not provided for as these assets are considered to have infinite lives.
Any impairment is recognised and measured in accordance with the Council’s general
policies on impairment (policy 1.3.9). The proceeds of any disposals are accounted for
in accordance with the Council’s general provisions relating to the derecognition of
property, plant and equipment (policy 1.3.3).

1.3.6 Investment Properties
Investment Properties are those that are used solely to earn rentals and / or for capital

appreciation. The definition is not met if the property is used in any way to provide
services by the Council.
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Investment Properties are initially measured at cost. After initial recognition they are
measured at fair vaiue. The fair value reflects market conditions at the balance sheet
date. A gain or loss arising from a change in the fair value of investment property is
recognised in the Financing and Investment Income and Expenditure line within the
Comprehensive Income and Expenditure Statement.

Investment Properties are not depreciated but are revalued annually according to
market conditions at year end.

An investment property is derecognised on disposal. Gains or losses arising from the
disposal are recognised in the Financing and Investment Income and Expenditure line
within the Comprehensive Income and Expenditure Statement.

Revaluation and disposal gains and losses are reversed in the Movement in Reserves
Statement and posted to the Capital Adjustment Account and sale proceeds over
£10,000 to the Capital Receipts Reserve.

Rentals received in relation to investment properties are credited to the Financing and
Invesiment income line in the Other Comprehensive Income and Expenditure
Statement.

1.3.7 Schools

The Council has assessed the legal framework underlying each type of school. The
Council controls the management and running of community and voluntary controlled
schools and therefore the land and buildings of those schools are shown on the
Council's balance sheet. The land and buildings of voluntary aided and foundation
schools are owned and controlled by the trustees of the schools or the foundation body
and are therefore not shown on the balance sheet of the Council. CIPFA have
considered the ireatment of schools in local government accounts and this has been
clarified in the Code of Practice on Local Authority Accounting for 2014/15.

The 2014/15 Code states that all local authority maintained schools should be held on
the Council balance sheet unless schools are owned by religious bodies that control the
assets.

When the Council is aware that a school that is held on the balance sheet is to be
transferred to academy status it is removed from the balance sheet as it will be
transferred at nil consideration. This write down in value is classed as an impairment.
Any schools held on the balance sheet that are transferred to academy status that have
not been impaired previously form part of the loss on disposal of non-current assets.

Capital expenditure on community and voluntary controlled schools is added to the
values for those schools. Capital expenditure on voluntary aided and foundation schools
1s treated as REFCUS (Revenue Expenditure Funded from Capital under Statute)
expenditure and written off each year to the Comprehensive income and Expenditure
Statement as part of the Education and Children's services line.
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The Dedicated Schools Grant is allocated between the central council budgets and
budgets allocated to individual schools (delegated school budgets). Expenditure from
central council budgets and delegated schools budgets is charged to the
Comprehensive Income and Expenditure Statement as part of the Education and
Children's services line.

Individual schools' balances at 31 March 2014 are included in the balance sheet of the
Council as any unspent delegated schools budget remains the property of the Council
although these can only be spent by the school.

PFl Schemes

The Council has a number of schools subject to PF] contracts. The PFI buildings for
community and voluntary controlled schools are shown on the Council's balance sheet.
The buildings for the voluntary aided, foundation and academy schools are
derecognised as the control of the right to use the buildings has passed to the school
trustees and foundation bodies.

The PF! liabilities in respect of all PFl schools remain on the Council's balance sheet as
the Council is party to the contract with the PFI operator.

1.3.8 Intangible Assets

An intangible asset is an identifiable non-monetary asset without physical substance. It
is controlled by the Council as a resuli of past events and future economic or service
benefits flow to the Council from the intangible asset. The most common type of
intangible assets are computer software licences.

Intangible assets are catried at cost less accumulated depreciation and any impairment.
The intangible asset is amortised over its estimated useful life to the relevant service
line in the Comprehensive Income and Expenditure Statement. This amortisation is
reversed in the Movement in Reserves Statement and a transfer made to the Capital
Adjustment Account.

An intangible asset is derecognised on disposal. Gains or losses arising from the
disposal are recognised in the Deficit on the Provision of Services.

1.3.9 Impairment

Assets are reviewed for impairment at the end of each reporting period. Examples of
impairment include a significant reduction in a specific assets value and evidence of
physical damage (e.g. fire damage).

The amount of impairment is charged to the Revaluation Reserve to the extent that the

impairment does not exceed the amount in the Revaluation Reserve for the same asset.
Thereafter the impairment is charged to the Deficit on the Provision of Services.
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This charge is reversed out through the Movement in Reserves Statement to the Capital
Adjustment Account.

Where an impairment loss is subsequently reversed (for example if the damage is made
good), the reversal is credited to the relevant service line in the Comprehensive Income
and Expenditure Statement, up to the amount of the original loss, adjusted for
depreciation that would have been charged if the loss had not been recognised.

1.3.10 Provision for Redemption of Debt

The Council is required to make provision for the repayment of an element of the
accumulated General Fund capital expenditure, financed by borrowing, through a
revenue charge, in accordance with the Minimum Revenue Provision (MRP)
requirements. Regulations have replaced the detailed formula for calculating MRP with
a requirement to be prudent. The MRP policy (which details the basis of the provision) is
agreed by the Council prior to the start of the financial year. The MRP policy is detailed
within the Treasury Management Strategy.

For all non-HRA capital expenditure funded by supported borrowing (the costs of which
were funded by resources provided by the Government), the Council’s policy is to adopt
the previous regulatory method (4% of the capital financing requirement) as this is
considered to be the most appropriate method.

For all non-HRA unsupported borrowing MRP is calculated using the estimated life of
the asset. Dependant on the nature of the capital expenditure, a straight line (equal
amount of MRP over the life of the asset) or annuity method (equal amount of MRP plus
interest over the life of the asset) is used to link MRP to the future flow of benefits from
the asset.

MRP starts in the year after the capital expenditure is incurred or in the case of new
assets, in the year following the asset coming into use.

MRP is provided for non-HRA PFI related assets on the Council’'s Balance Sheet. This
equates to the amount of unitary charge charged against the deferred liability on the
Balance Sheet.

MRP is provided for assets held under finance leases (including embedded leases)
where the Council is the lessee. This equates to the amount of the lease payment
charged against the deferred liability on the Balance Shest.

There is no MRP charge to the HRA.
1.3.11 Revenue Expenditure Funded From Capital under Statute

Revenue Expenditure Funded from Capital under Statute (REFCUS) is expenditure of a
capital nature that does not result in the creation of a non-current asset on the Balance
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Sheet. These are generally grants and expenditure on property not owned by the
Council. Expenditure is charged to the Deficit on the Provision of Services as itis
incurred. This is reversed out through the Movement in Reserves Statement and a
transfer made to the Capital Adjustment Account.

Details of the accounting policy relating to grants and external contribution funding of
REFCUS expenditure is shown in policy 1.3.17c.

1.3.12 Non-Current Assets held for Sale

When it becomes probable that the carrying amount of an asset will be recovered
principally through a sale transaction rather than its continued use it is reclassified as an
asset held for sale. Before an asset can be classed as held for sale it must be available
for immediate sale in its present condition, the sale must be highly probable, the asset
must be actively marketed and the sale should be expected to be completed within one
year of the date of classification. In situations where it is not necessary to carry out
active marketing, for example because the Council is able to identify prospective
purchasers willing to pay a reasonable price without marketing (such as transfers fo a
joint venture) or because a buyer initiates the transaction (such as right to buy sales),
this test is not applicable. Where eventis or circumstances extend the period beyond one
year and there is sufficient evidence that the Council remains committed to the plan to
sell the assets they are classed as long-term assets held for sale.

The held for sale asset is carried at the lower of the carrying amount or the fair value
less costs to sell. Where this results in a loss in value this loss is posted to Other
Operating Expenditure in the Comprehensive Income and Expenditure Statement. Once
an asset is classed as held for sale it is no longer depreciated.

If assets no longer meet the classification as assets held for sale they are reclassified
back to non-current assets and valued at the lower of their carrying amount before they
were classified as held for sale (adjusted for depreciation, amortisation or revaluations
that would have been recognised had they not been classed as held for sale) or their
recoverable amount at the date of the decision not to sell.

1.3.13 Accruals of Income and Expenditure

Activity is accounted for in the year that it takes place, not when cash payments are
made or received. In particular, revenue from the sale of goods is recognised when the
Council transfers the significant risks and rewards of ownership to the purchaser and it
is probable that economic benefits or service potential associated with the transaction
will flow to the Council.

Revenue from the provision of services is recognised when the Council can measure
reliably the percentage of completion of the transaction and it is probable that economic
benefits or service potential associated with the transaction will flow to the Council.
Supplies are recorded as expenditure when they are consumed.
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. Expenses in relation to services received (including services provided by employees)
are recorded as expenditure when the services are received rather than when payments
are made.

Interest receivable on investments and payable on borrowings is accounted for
respectively as income and expenditure on the basis of the effective interest rate for the
relevant financial instrument rather than the cash flows fixed or determined by the
contract.

Where income and expenditure have been recognised but cash has not been received
or paid, a debtor or creditor for the relevant amount is recorded in the Balance Sheet.

1.3.14 Inventories

Inventory items are recorded as expenditure when they are consumed. Where there is a
time difference between the date supplies are received and their consumption they are
shown on the Balance Sheet as inventory. Inventories are valued at the lower of cost or
net realisable value.

1.3.15 Cash and Cash Equivalents

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

Cash and cash equivalents are shown net of bank overdrafts that form an integral part
of cash management.

1.3.16 Provisions

Provisions are made where an event has taken place that gives the Council an
obligation that probably requires settlement by a transfer of economic benefits but
where the timing of the transfer is uncertain. Examples include a legal case that could
result in a payment of compensation.

Provision is made for debts that are not considered to be collectable — referred to as a
bad debt provision. This provision is calculated based on experience of previous years'
collectability of differing types of debt applied to the amount of outstanding debt. The

balance of debtors on the Balance Sheet is reduced by the amount of provision made.

Contributions to provisions are charged to the appropriate service line in the
Comprehensive Income and Expenditure Statement in the year the Council becomes
aware of the obligation based on the best estimate of the likely settlement. When
payments are made they are charged to the provision. Estimated settlements are
reviewed at the end of each financial year and where it becomes likely that a transfer of
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economic benefits will not be required the contribution to the provision is reversed and
credited back to the service line.

Provisions are classed as either short or long term dependant on the likely date of
settlement.

1.3.17 Government Grants and Contiributions

Government grants and contributions are not recognised until there is reasonable
assurance that the Council will comply with the conditions attached to them and the
grant or contribution will be received. Grants and contributions are credited to the
Comprehensive Income and Expenditure Statement except where the grant or
contribution has a condition that has not been met. Conditions are stipulations that must
be satisfied or the grant or contribution must be returned. Monies advanced as grants
and contributions for which conditions are not yet met are carried in the Balance Sheet
as receipts in advance.

a. Revenue Grants and Contributions

Revenue grants and contributions are credited to the relevant service line for specific
grants and the Taxation and Non-Specific Grant Income [ine for grants that cover
general expenditure (e.g. Revenue Support Grant) except where the grant or
contribution has a condition that has not been met. When the specific grant has been
recognised but the expenditure relating to it has not been incurred the Council has
elected to make a contribution equivalent to the unspent amount of grant to an
earmarked reserve. This reserve will be released in future financial years when the
expenditure to which the grant relates is incurred.

b. Capital Grants and Contributions

Capital grants and contributions are credited to Taxation and Non-Specific Grant
Income in the Comprehensive Income and Expenditure Statement except where the
grant or contribution has a condition that has not been met. The balance of the grant or
contribution that has not been used to finance expenditure is transferred to the Capital
Grants Unapplied Reserve via the Movement in Reserves Statement. The amount of
the grant or contribution that has been used to finance expenditure is transferred to the
Capital Adjustment Account via the Movement in Reserves Statement. Amounts in the
Capital Grants Unapplied Reserve are transferred to the Capital Adjustment Account
when they have been applied to fund capital expenditure.

¢. Grants and Contributions attributable to Revenue Expenditure Funded from
Capital under Statute (REFCUS)

These grants and contributions are credited to the relevant service line in the
Comprehensive Income and Expenditure Statement except where the grant or
contribution has a condition that has not been met. The balance of the grant or
contribution that has not been used to finance expenditure is transferred to the Capital
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Grants Unapplied Reserve via the Movement in Reserves Statement. The amount of
the grant or contribution that has been used to finance expenditure is transferred to the
Capital Adjustment Account via the Movement in Reserves Statement. Amounts in the
Capital Grants Unapplied Reserve are transferred to the Capital Adjustment Account
when they have been applied to fund expenditure.

1.3.18 Reserves

The Council sets aside specific amounts as reserves for future policy purposes or to
cover contingencies. Reserves are created by appropriating amounts in the Movement
in Reserves Statement. When expenditure to be financed from a reserve is incurred it is
charged to the appropriate service in that year. The reserve is then appropriated back
into the Movement in Reserves Statement so that there is no net charge for the
expenditure on the General Fund balance.

Certain reserves are kept to manage the accounting treatment for Property, Plant and
Equipment and retirement benefits and do not represent usable resources for the
Council. These are shown as unusable reserves in the Movement in Reserves
Statement and Balance Sheet.

1.3.19 Revenue Recognition

Revenue is a sub-set of income and is defined as the gross inflow of economic benefits
or service potential during the reporting period when those inflows result in an increase
in net worth.

Revenue is measured at the fair value of the consideration received or receivable. In
most cases, the consideration receivable is in the form of cash and cash equivalents
and the amount of revenue is the amount of cash and cash equivalents receivable.

Where the Council is acting as an agent of another organisation the amounts collected
for that organisation are excluded from revenue.

Revenue relating to the sale of goods is recognised when the amount of revenue can be
measured reliably, it is probable the revenue will be received by the Council and the
risks and rewards of ownership have passed to the purchaser. Revenue relating to the
provision of services is recognised when the amount of revenue can be measured
reliably, it is probable the revenue will be received by the Council and the stage of
compietion of the service can be measured.

Revenue for Council Tax and Business Rates is recognised when the amount of

revenue can be measured reliably and it is probable the revenue will be received by the
Council.
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1.3.20 Overheads and Support Services

The costs of overheads and support services are recharged to all users that benefit
from the service in accordance with the costing principles of the SERCOP. These costs
are charged on the basis of staff time, staff numbers and units of output. The full cost of
overheads and support services are shared between users in proportion to the benefits
received, with the exception of:

«  Corporate and Democratic Core — costs relating to the Council’s status as a
multifunctional, democratic organisation.

. Non-Distributed Costs — depreciation, impairment and grants relating to non-
operational assets and past service pensions costs plus settlements and
curtailments relating to pensions.

These two cost categories are accounted for as separate lines in the Comprehensive
[ncome and Expenditure Statement, as part of the net cost of services on continuing
operations.

1.3.21 VAT

VAT is only included in expenditure, either revenue or capital, to the exient that it is not
recoverable from HM Revenues and Customs. VAT receivable is excluded from income.

1.3.22 Leases

Leases are classified as either finance or operating leases based on the exient to which
risks and rewards incidental to ownership of a leased asset lie with the lessor or lessee.
Whether the lease is a finance lease or an operating lease depends on the substance of
the transaction rather than the contract. Leases are classed as finance leases where
the terms of the lease transfer the majority of the risks and rewards incidental to
ownership of the property, plant or equipment from the lessor to the lessee. All other
leases are classified as operating leases. Land and building elements of a lease are
considered separately for the purpose of lease classification.

Arrangements that do not have the legal status of a lease but convey the right to use an
asset in return for payment are accounted for under this policy where fulfilment of the
arrangement is dependant on the use of specific asset. This is referred to as an
embedded lease.

Finance Leases

Lessee

Property, Plant and Equipment held under finance leases are recognised on the
Balance Sheet at the commencement of the lease at its fair value at the time of
inception (or the present value of the minimum lease payments if lower). The asset
recognised is matched by a deferred liability for the obligation to pay the lessor.
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Lease payments are apportioned between a charge for the acquisition of the interest in
the property, plant or equipment which is applied to write down the deferred liability and
a finance charge which is recognised in the Financing and Investment Income and
Expenditure line within the Comprehensive Income and Expenditure Statement.

These property, plant and equipment recognised are subject to depreciation. The MRP
on these assets equates to the amount of the lease payment that is applied to write
down the deferred liability.

The deferred liabilities are classed as either short or long term in line with the lease
repayments.

Operating Leases

Lessee

Leasing payments for operating leases are charged to revenue on a straight-line basis
over the term of the lease even if this does not match the pattern of payments (e.g.
there is a rent-free period at the commencement of the lease) and are shown within
service expenditure in the Comprehensive income and Expenditure Statement.

Lessor

Rental income from operating leases is recognised on a straight-line basis over the
period of the lease even if this does not maich the pattern of payments (e.g. there is a
premium paid at the commencement of the lease) and is shown in the Other Operating
Expenditure line in the Comprehensive Income and Expenditure Statement. Assets held
for use as operating leases are recorded as assets in the Council’s Balance Sheet.

1.3.23 Benefits Payable during Employment

Short-term employee benefits are those due to be settled within 12 months of the year
end. They include such benefits as wages and salaries, paid annual leave, flexi time
leave and paid sick leave for current employees. They are recognised as an expense
for services in the year in which employees undertake the service for the Council. An
accrual is made for the cost of holiday entitlement (including flexi time leave), earned by
employees but not taken before the year end, which employees can carry forward into
the next financial year. The accrual is made at the wages and salary rates applicable in
the following financial year, being the period on which the employee takes the benefit
and includes employer national insurance and pension contributions.

The accrual is charged to the Deficit on the Provision of Services but then reversed
through the Movement in Reserves Statement to the Short Term Accumulated
Absences Account so that holiday absences are charged against Council Tax or
Housing rents in the financial year in which the absence occurs.

1.3.24 Termination Benefits

Termination benefits are amounts payable as a result of a decision by the Council to
terminate an officer's employment before the normal retirement date or an officer's
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decision to accept voluntary severance and are shown on an accruals basis in the
Deficit on the Provision of Services in the Comprehensive Income and Expenditure
Statement at the earlier of when the Council can no longer withdraw the offer or when it
recognises the costs for a restructuring that involves termination benefits.

Where the employee makes the decision the liability is recognised at the earlier of when
the employee accepts the offer or when a restriction on the Council’s ability to withdraw
the offer takes effect.

1.3.25 Post Employment Benefits
a. Teachers’ Pension Scheme

The payment of statutory pensions to former teachers is administered by Capita
Teachers’ Pensions on behalf of the Department for Education (DfE). Contributions from
teachers together with the employer's contribution are paid by the Council. The
arrangements for this scheme mean that liabilities for benefits cannot be identified to the
GCouncil. The scheme is therefore accounted for as a defined contribution scheme — no
liability for future payments of benefits is recognised in the Balance Sheet and the
Education and Children's Services line within the Comprehensive Income and
Expenditure Statement is charged with the employer's contributions payable in the year.
The Council is responsible for the costs of any additional benefits awarded upon early
retirement outside of the terms of the Teachers’ scheme. These benefits are fully
accrued in the pension liability.

b. National Health Service (NHS) Pension Scheme

Under the new arrangements for Public Health, staff performing public health functions
who were compulsorily transferred from the Primary Care Trusts to local authorities and
had access to the NHS Pension Scheme on 31 March 2013 retained access to that
Scheme on transfer at 1 April 2013.

The NHS pension scheme is an unfunded, defined benefit scheme that covers NHS
employers and is a multi-employer defined benefit scheme. This means that liabilities
for benefits cannot be identified to the Council. The scheme is therefore accounted for
as a defined contribution scheme - no liability for future payments of benefits is
recognised in the Balance Sheet and the Public Healih line within the Comprehensive
Income and Expenditure Statement is charged with the employer’s contributions
payable in the year.

c. Local Government Pension Scheme
The Council pays an employer's contribution into the Greater Manchester Pension
Fund, which is a fully funded defined benefits scheme administered by Tameside

Metropolitan Borough Council from whom an Annual Report is available.

The liabilities of the Greater Manchester Pension Fund attributable to the Council are
included in the Balance Sheet on an actuarial basis using the projected unit method, i.e.
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an assessment of the future payments that will be made in relation to retirement
benefits earned to date by employees, based on assumptions about mortality rates,
employee turnover rates and projections of projected eamings for current employees.

Liabilities are discounted to their value at current prices, using a discount rate based on
the indicative rate of return on a basket of high quality corporate bonds, government
gilts and other factors.

The assets of the Greater Manchester Pension Fund attributable to the Council are
included in the Balance Sheet at their fair value:

quoted securities — current bid price

unquoted securities — professional estimate

unitised securities — current bid price

property — market value.

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

e The current service cost (the increase in the liability as a resuit of pension earned
by Council employees in the year) is charged to the net cost of services.

« Past services costs (the increase in the liability arising from current year
decisions whose effect relate to years of service earned in earlier years) are
shown as non-distributed costs (costs that are not atiributable to a particular
service) within the net cost of services. An example of when past service costs
would occur is where there was a change in the basis of up-rating annual
pensions,

* Gains and losses on settlements and curtailments (the result of actions to relieve
the Council of liabilities or events that reduce the expected future service or
accrual of benefits of employees) are also shown as non-distributed costs.

* The net interest on the net defined benefit liability, i.e. net interest expenses for
the period that arises from the passage of time, is shown within the Financing
and Investment Income and Expenditure line.

Re-measurements comprising:
» The return on plan assets excluding amounts included in net interest on the
defined benefit liability and
» actuarial gains and losses — changes in the net pension liability that arise
because events have not coincided with assumptions made at the last actuarial
valuation or because actuaries have updated their assumptions
are shown within Other Comprehensive Income and Expenditure.

In relation to retirement benefits, statutory provisions require the General Fund and

HRA balance to be charged with the amount payable by the Council 1o the pension fund
or directly to pensioners in the year, not the amount calculated according to the relevant
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accounting standards. In the Movement in Reserves Statement, this means that there
are appropriations to and from the Pensions Reserve to remove the notional debits and
credits for retirement benefits and replace them with debits for the cash paid to the
pension fund and pensioners and any such amounts payable but unpaid at the year
end. The negative balance that arises on the Pensions Reserve thereby measures the
beneficial impact to the General Fund and HRA of being required to account for
retirement benefits on the basis of cash flows rather than as benefits are earned by
employees.

Financial Instruments
1.3.26 Financial Assets

Financial Assets (e.g. investments {(excluding those in companies included in the
Council’s group accounts) and debtors) are classified into three types — loans and
receivables (assets that have fixed or determinable payments but are not quoted in an
active market), available for sale assets (assets that have a quoted market price and /
or do not have fixed or determined paymenis) and unquoted equity investments at cost
less impairment.

¢ Loans and Receivables

Loans and receivables are initially measured at fair value (the value at which they would
be exchanged between a billing buyer and seller) and carried at their amortised cost
(where the interest received is spread evenly over the life of the loan).

The amount of interest credited to the Comprehensive Income and Expenditure
Statement is the amount receivable for the year per the loan agreement. Credits to the
Financing and Investment Income and Expenditure line within the Comprehensive
Income and Expenditure Statement for interest received are based on the balance
sheet amount of the asset multiplied by the effective interest rate for the financial
instrument. For most of the loans that the Council has made that means the amount
shown in the Balance Sheet is the outstanding principal receivable plus accrued
interest.

The Council has made a number of loans to individuals at less than market rates of
interest (these are known as soft loans). The amount of interest forgone is charged to
the Comprehensive Income and Expenditure Statement (debited to the appropriate
service line) and the outstanding principal is reduced on the Balance Sheet. This
represents the present value of the interest that will be foregone over the life of the loan
agreement. Statutory provisions require that the impact of the soft loans on the General
Fund balance is the interest receivable in the year, so the amount of foregone interest
charged is managed by a transfer from the Financial Instruments Adjustment Account to
the Movement in Reserves Statement.
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¢ Available for Sale Assets

Available for sale assets are initially measured and cartied at fair value. Where there
are no fixed or determinable payments (e.g. dividends are received rather than a fixed
amount of interest) income is credited to the Financing and Investment Income and
Expenditure line in the Comprehensive Income and Expenditure Statement when it
becomes receivable (e.g. the dividend is declared) by the Council. Instruments that
have a quoted market price are shown at market price.

Changes in fair value are balanced by an entry in the Availabte for Sale Reserve and
the gain or loss is recognised in the Surplus or Deficit on Revaluation of Available for
Sale Financial Assets. The exception is where impairment losses are incurred. Any gain
or loss on the disposal of the asset are credited / debited to the Financing and
Investment Income and Expenditure line in the Comprehensive Income and Expenditure
Statement along with any accumulated gains or losses previously recognised in the
Available for Sale Reserve.

¢ Unquoted Equity Investments at Cost less Impairment

If there is no quoted market price for the asset, then a reliable valuation technique
should be applied. If the application of all relevant valuation techniques produces a
significant range of reasonable fair value estimates such that no valuation would be
reliable, the instrument is exempted from fair value measurement and is carried at cost
less impairment.

1.3.27 Embedded Derivatives

The Council has given equity mortgages and loans to individuals to assist with the
purchase and improvement of properties. The repayments of these are based on a
proportion of the value of the property in a number of years. This type of loan is classed
as an embedded derivative as the amount of repayment is linked to future property
values. When these are granted, long-term debtors and deferred capital receipts are
written onto the balance sheet. At the end of each financial year the long-term debtors
and deferred capital receipt are adjusted in line with the change in property values.

1.3.28 Financial Liabilities

Financial liabilities (e.g. borrowings and creditors) are initially measured at fair value
and carried at their amortised cost.

Charges to the Financing and Investment Income and Expenditure line in the
Comprehensive Income and Expenditure Statement for interest payable are based on
the carrying amount of the liability multiplied by the effective rate of interest for the
instrument. (The effective interest rate is the rate that exactly discounts estimated future
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cash payments over the life of the instrument to the amount at which it was originally
recognised.)

For many of the borrowings that the Council has, this means that the amount shown in
the Balance Sheet is the outstanding principal repayable plus accrued interest, and the
amount charged to the Comprehensive income and Expenditure Statement is the
amount payable per the loan agreement.

For Lender Option Borrower Option (LOBQ) loans the effective interest rate has been
calculated over the life of the loan. This is an average and differs from the amounts
actually paid in the year. The difference between the calculated interest charge and
interest paid has been adjusted in the carrying amount of the loan on the balance sheet.
The amount charged in the Comprehensive Income and Expenditure Statement is the
effective interest rate for the life of the loan rather than the amount payable per the loan
agreement.

Gains and losses on the repurchase or early settlement of borrowing are credited or
debited to the Financing and Investment Income and Expenditure line in the
Comprehensive Income and Expenditure Statement in the year of repurchase or
settlement. However if the repurchase takes place as part of a restructuring of the loan
portfolio that involves the modification or exchange of existing instruments, the premium
or discount is deducted from or added to the amortised cost of the new or modified loan.
In this scenario the write down to the Comprehensive Income and Expenditure
Statement is spread over the life of the loan by an adjustment to the effective interest
rate.

Where premiums and discounts (amounts paid or received on the rescheduling of a
loan) have been charged to the Comprehensive Income and Expenditure Statement,
regulations allow the impact of premiums on the General Fund balance to be spread
over the longer of the outstanding period of the replaced loan or the period of the
replacement loan or any other shorter period that the Council wishes o choose.
Discounts are required to be credited to revenue over a maximum period equal to the
outstanding term of the replaced loan or ten years (if shorter).

The difference between the amount charged to the Comprehensive Income and
Expenditure Statement and the net charge against the General Fund balance is
transferred to or from the Financial Instruments Adjustment Account in the Movement of
Reserves Statement.

Following the HRA debt settlement there are no outstanding HRA premiums and
discounts.

1.3.29 Carbon Reduction Commitment (CRC) Allowances
The Council is required to participate in the CRC Energy Efficiency Scheme. The
scheme’s introductory phase lasted until 31 March 2014. The Council is required to

purchase and surrender allowances, currently retrospectively, on the basis of emissions
i.e. carbon dioxide produced as energy is used. As carbon dioxide is emitted, a creditor
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and an expense are recognised. The creditor will be discharged by surrendering
allowances. The creditor is measured at the best estimate of the expenditure required to
meet the obligation, at the current market price of the number of allowances required to
meet the liability at the balance sheet date. The cost to the Council is recognised and
reported within the Council’s net cost of services and is charged to services on the basis
of energy consumption.

1.3.30 Contingent Assets and Liabilities

Contingent assets are sums due from individuals or organisations that may arise in
future but the amount due cannot be determined in advance. These are not recognised
in the accounts. They are disclosed as a note to the accounts as there is a probable
receipt, which may result in a transfer of economic benefits.

Contingent liabilities are sums due to individuals or organisations that may arise in the
future, but the amount due cannot be determined in advance. Contingent liabilities also
arise in circumstances where a provision would otherwise be made but either it is not
probable that a payment will be required or the amount of payment cannot be measured
reliably. These are not accrued for in the accounts. They are disclosed as a note to the
accounis as there is a possible obligation, which may result in a transfer of economic
benefits.

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

Prior period adjustiments may arise as a result of a change in accounting policies or to
correct a material error. Changes in estimation techniques are accounted for
prospectively (i.e. in the current and future years affected by the change) and do not
give rise to a prior period adjustment.

Changes in accounting policies are only made when required by proper accounting
practices or the change provides more reliable or relevant information about the effect
of transactions, other events and conditions on the Council’s financial position or
financial performance. Where a change is made, it is applied retrospectively (unless
otherwise stated) by adjusting opening balances and comparative amounts for the prior
period.

1.3.32 Material ltems of Income and Expenditure
Where items of income and expenditure are material, their nature and amount is
disclosed separately either on the face of the Comprehensive income and Expenditure

Statement or in the notes to the accounts, depending on how significant the items are to
an understanding of the Council’s financial performance.
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1.3.33 Events after the Balance Sheet Date

Events after the balance sheet date are those events that occur between the end of the
reporting period and the date when the Statement of Accounts is authorised for issue.

Where these provide evidence of conditions in existence at the balance sheet date, the
amounts recognised in the accounts are adjusted (e.g. settlement of a court case that
confirms the amount of obligation at the balance sheet date). Where these are indicative
of conditions that arose after the balance sheet date the amounts in the accounts are
not adjusted (e.qg. significant decline in market investments after 31 March). This is
known as a non-adjusting event and is disclosed as a note to the accounts.

Events identified after the date of authorisation for issue are not reflected in the
Statement of Accounts.

1.3.34 Interests in Companies and Other Entities

The Council has material interests in companies and other entities and therefore group
accounts have been prepared for the Council and its material interest in its subsidiary
and joint venture. Inclusion in the Council group is dependent upon the extent of the
Council’s interest and power to influence an entity. The determining factor for assessing
the extent of interest and power to influence is either through ownership of an entity, a
shareholding in an entity or representation on an entity’s board of directors. An
assessment of all the Council's interests has been carried out during the year, in
accordance with the Code of Practice, to determine the relationships that exist and
whether they should be included in the Council’s group accounts. In the Council’'s
single-entity accounts the Council’s interest in whose companies included in its group
accounts are recorded as financial assets at cost less any impairment. Any gains or
losses are recognised in the Comprehensive Income and Expenditure Statement.

1.3.35 Local Taxation

The Council is a Council Tax hilling authority, collecting Council Tax on behalf of other
authorities as well as itself. The collection of Council Tax on behalf of other authorities is
treated as an agency arrangement and therefore only the elements of Council Tax that
relate to the Council’s income are included within the main financial statements.

The Council collects National Non-Domestic Rates (NNDR) on behalif of the government
and the fire and rescue authority as well as itself. The collection of NNDR on behalf of
other organisations is treated as an agency arrangement and therefore only elements of
NNDR that relate to the Councif's income are included within the main financial
statements.

The Collection Fund accounts include all local taxation collected by the Council on
behalf of itself, other authorities and the government.
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Note 2. Critical Accounting Judgements

In applying the accounting policies set out in Note 1 the Council has to make certain
judgements about complex transaction or those involving uncertainty about future
events. The critical judgements made in the Statement of Accounts are:

2.1 PF! and Similar Arrangements

The Council is deemed to control the services provided via its PFI arrangements and
also to control the residual value of the assets at the end of the contract. The
accounting policy for PFls and similar contracis has been applied to these
arrangements and the assets valued at £140,203,000 (£114,075,000 in 2012/13) are
recognised as Property, Plant and Equipment in the Council’s Balance Sheet. The
increase from 2013/14 is due to the Brunswick PFI commencing in 2013/14.

The operators’ models were examined to identify the service element of the unitary
charge. Where that charge couldn’t be clearly separated the relevant costs were
obtained from the models and a margin was applied to the costs to provide an amount
for the service costs. The margin used was based on advice received from expert
external advisors. The service element of the unitary charge is inflated annually by an
agreed indicator (e.g. RPI) as per the contract.

The implicit interest rate (IIR) was calculated by discounting the non-service element of
the unitary charge at a rate that brings it back to the fair value of the asset. The fair
value of the asset is taken as the construction or refurbishment costs of the scheme.
The IIR calculated is compared to the closing swap rate in the financial model to check
the reasonableness of the assumptions made.

2.2 Classification of Lease_s

The Council has undertaken an analysis to classify the leases it holds, both as a lessee
and lessor, as either operating or finance leases. The accounting policy for leases has
been applied to these arrangements and assets valued at £1,175,000 (£1,656,000 in
2012/13) are recognised as Property, Plant and Equipment in the Council’'s Balance
Sheet.

2.3 Arrangements Containing a l.ease

The Council is deemed to control assets that fall within contractual and other
arrangements which involve the provision of a service using specific underlying assets
and which therefore are considered to contain a lease. The accounting treatment for
leases has been applied to these arrangements to determine whether the lease
contained within them is a finance or an operating lease and as a result assets valued
at £1,692,000 (£2,688,000 in 2012/13) are recognised as Property, Plant and
Equipment in the Council’s Balance Sheet.
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2.4 Investment Properties

The Council has reviewed all assets in accordance with the accounting policy for
investment properties and as a result assets valued at £399,044,000 in 2013/14
(£363,945,000 in 2012/13) are classified as Investment Properties.

2.5 Valuation of Property Plant and Equipment

The Council's fixed assets are valued on the balance sheet in accordance with the
statement of asset valuation principles and guidance notes issued by the Royal
Institution of Chartered Surveyors (RICS):
» plant and machinery is included in the valuations of buildings when it is an
integral part of the building.

» properties classified as operational, excluding council dwellings, were valued on
the basis of net realisable value in existing use or, where a market did not exist,
on the basis of depreciated replacement cost.

e council dwellings were valued in accordance with Department for Communities
and Local Government guidance at open market value less a specified, notified
percentage known as the social housing discount.

e community assets and infrastructure have been valued at depreciated historical
cost.

* properties classified as non-operational have been valued on the basis of market
value.

Council dwellings are revalued annually. All other non-current assets, with the exception
of those valued at depreciated historical cost are valued sufficiently regularly to ensure
that their carrying amount is not materially different from their value at year end, but as
a minimum every five years. Valuations are undertaken during the year by Jacobs and
District Valuers, external valuers commissioned by the Council with a valuation date of 1
April 2013. Jacobs provided indexation factors for the percentage increase in value from
the date of the last valuation to 31 March 2014 for each category of asset. Whilst not
strictly compliant with the Accounting Code these were applied to the asset values to
provide a more materially accurate balance sheet value.

2.6 Valuation of Heritage Assets
The Code permits councils to measure community assets in the same way as heritage
assets. The Council has decided that these should continue to be measured at

depreciated historical cost.

The Code states that valuation of heritage assets may be made by any method that is
appropriate and relevant. There is no requirement for valuations to be carried out or
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verified by external valuers. The Council has therefore chosen to use market valuation,
where this is available. Where a market valuation is not available insurance valuation
has been used. As a result assets valued at £431,191,000 in 2013/14 (£422,968,000 in
2012/13) have been classed as Heritage Assets.

2.7 Schools Property, Plant and Equipment

The Council has assessed the legal framework underlying each type of school. The
Council controls the management and running of community and voluntary controlled
schools and therefore the plant, property and equipment of those schools are shown on
the Council's balance sheet. The plant, property and equipment of voluntary aided and
foundation schools are owned and controlled by the trustees of the schools or the
foundation body and are therefore not shown on the balance sheet of the Council.

At the point the Council is notified that a school on its balance sheet is to become an
academy it is impaired to nil value as the disposal of this asset will not result in the
receipt of income.

2.8 Provision for Business Rate Appeals

The business rate retention system requires the Council to forecast the amount of
money that it would expect to have to repay to ratepayers as a result of reductions in
rateable values whether following a successful appeal or for any other reason.

Provisions are made where an event has taken place that gives the Council an
obligation that probably requires settlement by a transfer of economic benefits but
where the timing of the transfer is uncertain. In relation to business rates reductions the
Council is of the view that the past event is the publication of the valuation list rather
than the submission of the appeal and, where it is possible to reliably estimate the
financial effect of these reductions, has included an amount within the provision relating
to reductions against the 2010 list for appeals not yet submitied and other reductions to
the 2010 list. As a result a provision of £54,642,000, for the Council’s share of the effect
of appeals, has been made at 31 March 2014.

2.9 Composition of the Council’s Group

The Council undertakes its activities through a variety of undertakings, either under
ultimate control or in partnership with other organisations. Those considered to be
material are included in the group accounis. Profit and loss, net worth and value of non
current assets for each organisation are considered as a percentage of the Council’s
single entity accounts to determine those that are material.
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Note 3. Key Sources of Estimation Uncertainty

The Statement of Accounts contains estimated figures that are based on assumptions
made by the Council about the future or that are otherwise uncertain. Estimates are
made taking into account historical experience, current trends and other relevant
factors. However because balances cannot be determined with certainty, actual results
could be different from the assumptions and estimates.

The items in the Council’s Balance Sheet at 31 March 2014 for which there is a risk of
adjustment in the following financial year are:

3.1 Revaluation of Property, Plant and Equipment

Property, plant and equipment (with the exception of infrastructure, community assets,
assets under construction and small value items of vehicles, plant and equipment) are
revalued on a periodic basis and tested annually for indicators of impairment.
Judgements are required to make an assessment as fo whether there is an indication of
impairment. The impairment tests include examination of capital expenditure incurred in
the financial year to ascertain whether it has resulted in an increase in value or an
impairment of an asset. Advice has been provided by valuers employed by the Council.
If the actual results differ from the assumptions the value of PPE will be over or
understated. This would be adjusted when the assets were next revalued.

3.2 Depreciation of Property, Plant and Equipment.

Assets are depreciated based on useful lives that are dependent on assumptions about
the level of repairs and maintenance that will be incurred in relation to individual assets.
The current economic climate makes it uncertain that the Council will be able to
maintain the expenditure on repairs and maintenance resulting in uncertainty in the
useful lives assigned to asseis by the Valuers. If the useful life of assets is reduced
depreciation increases and the carrying amount of assets falls. It is estimated that the
annual depreciation charge would increase by £4,097,000 for every year the useful lives
are reduced.

However, due to capital regulations, there would be no impact on the general fund
balance.

The District Valuer has provided percentages, based on their professional judgement,
for various components of council houses and flats. These percentages have been
applied to the valuations of these houses and flats to obtain valuations of the
components to which useful lives are applied to calculate the depreciation on council
dwellings. If these percentages were amended, the value of the council dwellings and
the related depreciation would be over or under stated.
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3.3 Valuation of Investments in Non Group Entities

The Council has various investments in entities, which due to materiality of the entity or
the share of the investment in the entity, are not included in its Group Accounts. Where
there is a quoted market price for these investments they are classified as available for
sale investments and included in the balance sheet at fair value. Where there is no
market value available they are included at cost less impairment. The investment in
Manchester Mortgage Corporation is shown as the value of its reserve as it is a wholly
owned subsidiary of the Council. Shares totalling £1.5m were purchased in 2013/14 and
these investments are therefore shown at cost. The remainder of the shares, totalling
£1.2m are shown at cost as the relevant valuation techniques produce a significant
range of reasonable fair value estimates such that no valuation would be reliable. This
does not have a material effect on the Council’'s balance sheet.

3.4 Compensation Provisions

The Council has made various provisions in relation to compensation claims submitted
to the Council. These provisions are based on the number of claims outstanding at the
end of the financial year, the average settlement amount for each type of claim and the
likelthood of each type of claim being settled. It is not certain that the precedents set in
previous years will be applicable io the current outstanding claims. An increase of 1% in
the estimate average settlement would have the effect of adding £132,000 to the
provision required. An increase of 1% in the likelihood of each claim being settled would
have the eifect of adding £302,000 to the provision.

3.5 Provision for Business Rate Appeals

The Council has made a provision for a reduction in business rate income due to
appeals made against rateable values set by the Valuation Office Agency (VOA). This is
based on an estimated percentage reduction in rateable values for heriditaments where
there is an outstanding appeal at 31 March 2014. The percentage used is based on the
reduction in the 2005 valuation list following appeals against that list. Appeals against
heriditaments with a rateable value of over £2.5m have been considered separately
using any information available from VOA relating to these. An increase of 1% in the
percentage reduction would have the effect of adding £8,500,000 to the total provision
required (Council’s share £4,200,000).

The Council has also provided for anticipated appeals against the 2010 valuation list
that have not yet been received. This has been estimated on the assumption that the
2010 list will be reduced in line with the 2005 list. An increase of 1% in the percentage
reduction would have the effect of adding £3,600,000 to the total provision required
{Council’s share £1,800,000).

3.6 Arrears

At 31 March 2014 the Council had a balance of sundry debtors of £164,905,000
(including housing benefit overpayments), housing rent debtors of £11,102,000, council
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tax debtors of £45,884,000 and business rates debtors of £9,190,000. A review of these
outstanding balances suggests that an impairment of doubtful debts of £83,080,000
(£32,543,000 sundry debtors, £8,037,000 housing rents, £37,755,000 council tax and
£4,745,000 business rates) was appropriate. However in the current economic climate it
is not certain that such an allowance would be sufficient. If collection rates were to
deteriorate by 1% this would require an additional £888,000 (£327,000 sundry debtors,
£80,000 housing rents, £448,000 council tax and £33,000 business rates) to be set
aside.

3.7 Pensions Liability

Estimation of the net liability to pay pensions depends on a number of complex
judgements relating to the discount rate used, the expected rate of price inflation, the
rate at which salaries and pensions are expected to increase, mortality rates and rate of
commutation of pensions. A firm of actuaries are engaged by the Pension Fund to
provide expert advice about the assumptions to be applied. The effects on the net
pension liability of changes in individual assumptions can be measured. For instance a
0.5% decrease in the discount rate assumption would result in an increase in the
pension liability of £271m, a one year increase in member life expectancy would result
in a £89m increase in the pension liability, a 0.5% increase in the salary increase rate
would result in a £73m increase in the pension liability and a 0.5% increase in the
assumed pension rate increase would result in a £196m increase in the pension liability.

3.8 Employee Benefits Accrual

At 31 March 2010 an accrual for employee benefits (annual and flexi time leave) was
calculated at an average of 0.58 day per Council employee excluding teachers. As the
Council’s policy on the carry forward of annual leave has not changed since 2009/10 the
same number of days per employee has been used to calculate the accrual for 31
March 2014. If the accrual had increased by half a day per employee, the value of the
accrual would have increased by £586,000.
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The following items of material expenditure occurred during the year:

Impairment
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a) Impairment of property plant and equipment and investment properties of £161,343,000

(£100,047,000 in 2012/13) has been included within net cost of services:

2012/13 2013/14
£000s £000s
Adult social care 2,668 18,286
Central services to the public 4 1
Education and children’s services 41,694 68,403
Cultural and related services 418 15,055
Environmental and regulatory services 378 4,937
Housing Services 0 1,980
Housing Revenue Account 21,709 20,836
Highways and transport services 633 2
Investment propetties 26,515 15,712
Non-distributed costs 6,028 16,131
Total 100,047 161,343

The impairment on education and children's services relates to schools which have transferred o
academy status. The impairment on non-distributed costs relates to non-operational property i.e.

properties not used by the Council but classed as held for sale or surplus.

Voluntary Early Retirement and Voluntary Severance

b) Within the Council’s net cost of service expenditure in 2012/13 were costs mcurred on the time
limited Voluntary Early Retirement and Severance scheme that was offered to non-schools based
staff. This was in response fo the need to reduce the Council’s expenditure by £40m in 2013/14
fising to £80m in 2014/15 following the Financial Settlement published in December 2012. The total
expenditure for voluntary early retirements and voluntary severance is £11.8m in 2012/13. The
voluntary early retirement (VER) and voluntary severance (VS) costs were funded from the
transformation reserve. This table does not include any costs of VER and VS outside the time
limited scheme so is not the same as the costs shown in the exit packages note (note 16). This is.

not considered to be a material item in 2013/14.

2012113
£000s
Adult social care 2,851
Central Services to the public 192
Education and children's setvices 3,537
Cultural and related services 1,152
Environmental and regulatory services 1,277
Planning services 976
Highways and transport services 429
Housing services 1,015
Housing Revenue Account 0
Corporate and democratic core 70
Trading undertakings 310
Total 11,809
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Note 5. Impact of Accounting Changes Issues But Not Yet Adopted

The Code of Practice on Local Authority Accounting requires the Council to
disclose information relating to the impact of an accounting change that will be
required by a new standard that has been issued but not yet adopted by the
2013/14 Code.

The Code has introduced several changes in accounting policies which will be
required from 1 April 2014 and will therefore be valid for the 2014/15
accounts. The standards introduced by the 2014/15 Code are:

IFRS10 Consolidated Financial Statements

IFRS11 Joint Arrangements

IFRS12 Disclosure of Interestis in Other Entities

|IAS 27 Separate Financial Statements

IAS28 Investments in Associates and Joint Ventures
IAS32 Financial Instruments Presentation

Annual Improvements to IFRS 2009-2011 Cycle.

[AS 32 relates to financial instruments disclosures and is mainly relevant to
entities that issue equity instruments (i.e. shares). The main relevance to local
authorities concerns the offsetting of assets and liabilities on the balance
sheet. These can only be shown in this way when the Council is legally able
to do this and intends to settle the items on a net basis. lt is hot expected that
this will have a material effect on the Council’s accounts. It is not a change of
accounting policy that will require the publication of a third balance sheet (i.e.
a restated balance sheet at the beginning of the preceding year — in this case
1 April 2013) in the 2014/15 accounts.

The adoption of the other standards listed above represent a change in
accounting policy that per International Accounting Standards require the
publication of a third balance sheet in the Council's single entity or group
accounts if the changes brought about by the standards are material. A
material effect is defined as one that if omitted or misstated could effect
decisions that users of the accounts made on the basis of the information
reported. it is the Council’s assessment that a third balance sheet will not be
required for either the single entity or group accounts in 2014/15.

IFRS10 identifies control as the basis for assessment of whether an entity
should be in the group accounts. The Council is considered to control an
entity if it has power over the entity, has rights to returns (i.e. dividends) and
the ability to use its power to affect the amount of return. It is not expected
that this new standard will alter the make up of the Council’s group accounts.

IFRS11 concerns accounting for joint arrangements. Under this IFRS there
are two classifications of joint arrangements — joint operations and joint
ventures (rather than three current classifications of jointly controlled
operations, jointly controlled assets and jointly controlled entities). Current
joint arrangements need to be reviewed and reclassified. Jointly controlled
operations and jointly controlied assets will be reclassified as joint operations.
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Joinily controlled entities can be reclassified as either joint operations or joint
ventures depending on how the rights and obligations of the entity are shared
between the parties involved. For joint operations the Council’s share of
assets and liabilities would be shown in the single entity accounts. Joint
ventures are accounted for in the group accounts using the equity method.
This means that the Council’s share of the reserves and a matching
investment are shown in the group balance sheet rather than the share of
assets and liabilities which was previously an option. The Council’s joint
venture {(Manchester Airports Holdings Ltd} is accounted for using the equity
method so this new standard will not result in any changes to the group
accounts.

IFRS12 is a new disclosure standard which requires the Council to disclose
the nature of, and risks asscciated with, its interests in other entities that are
not controlled by the Council (unconsolidated structured entities) and the
effects of those interests on its financial position, financial performance and
cash flows. The qualitative and quantitative disclosures include the nature,
purpose, size and activities of the entity and how the entity is financed. In
relation to the nature of risks the Council has to disclose details of assets and
liabilities in its balance sheet relating to its interests in these entities, the
maximum exposure to loss from its interest and any support provided to the
entity including where the Council assisted the entity in obtaining financial
support.

[AS27 refers to when an entity must consolidate another entity in its group
accounts. |IAS28 refers to applying the equity method to investments in
associates and joint ventures. By applying IFRS 10, 11 and 12, as outlined
above, IAS27 and 28, as amended in May 2011, are also fulfilled.

The 2014/15 Code includes amendments to the section on the presentation
of the financial statements to reflect the amendments to |AS 1 as required by
the Annual Improvements to IFRS 2009-2011. The Code specifies the format
of the statements, disclosures and terminology that are appropriate for local
authorities. The minimum level of detail required is also specified whilst
permitting additional detail to be included where appropriate. The amendment
relates to clarification of the requirement for comparative information.
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The Council has seven PF] Schemes as follows:

- Miles Ptatting, HRA (Housing) Services PFl Scheme

- Plymouth Grove, HRA (Housing) Services PFI Scheme

- Energy (Heating), HRA (Housing)} Services PFl Scheme

- Temple Primary Scheol, Education and Children's Services PFI Scheme
- Wright Robinson, Education and Children's Services PF| Scheme

- Street Lighting, Neighbourhood Services PF]l Scheme

- Brunswick, HRA (Housing) Services PFI Scheme

Each PF| Scheme specifies the start dates for the contractor to begin the work as well as improvement
dates for cyclical planned maintenance. The contractor makes the property, plant and equipment
needed to provide the services available to the Council for the length of the contract. At the end of the
contract the ownership of the property, plant and equipment passes to the Council at no extra charge.
The management and maintenance contract with the contractor expires at the end of the PFI Scheme,
the contractor does not have an automatic right to renew the contract for a further period but is entitled
to re-tender for the contract. If the Council defaults on the terms, the contractor can terminate the PFI
Scheme. The Council is entitled to terminate the contract if the contractor defaults.

HRA (Housing) PFl Schemes

In each of the Housing PF| Schemes the contractor is contracted to improve a specified group of
properties in an area to specified standards (the actual number may be affected by demolitions and
tenants exercising their Right to Buy (RTB)). In the Energy Management PFI Scheme, the contractor Is
required to provide a service to specified properties to specified standards (the actual number of
properties may be affected by demolitions, stock transfers and RTB).

Each Housing PFI Scheme sets out a minimum specification for the standard of maintenance and
service provision to the individual properties by the contractor. There are clauses which set out the
financial deductions to be applied if these standards are not met.

In accordance with the terms and conditions of the PFI contract, the Council is obliged to transfer a
piece of land to the Miles Platting contractor (Renaissance) for the development of housing stock for
private sale. However, due o the prevailing state of the housing market, it was more logical fo make a
paymenit to the contractor to represent the value of the land. A payment of £820,000 was made in
2010/11.

In December 2013 the new Brunswick PFl commenced. The government has granted PFI grants of
£105.11m in support of the scheme which will be received in instalments over twenty five years. The
scheme will refurbish 654 properties plus result in 200 new homes.

Education and Children's Services PFl Schemes

The School PFI Schemes oblige the contracter to construct, fit out and equip new school buildings and
facilities as defined and specified in each of the contracts. The contractor is then obliged to manage
and maintain the new facilities for the duration of the life of the PFI Scheme.

The School PFI Schernes have minimum specifications for service provision/availability. If these are
breached (e.g. unavailability of a sports pitch), then financial penalties are payable by the contractor.

In 2009/10 Wright Robinson Sports College transferred to Foundation status and was therefore
removed from the balance sheet.

Work to increase the number of pupil places at Temple Primary School has been completed. The
Council funded the capital works at the school. The PF| contract has been amended to include the
management and maintenance of the new facility.

Growth and Neighbourhoods PFI Scheme

The Street Lighting PFI Scheme specified that 41,698 street lights were certified to be replaced during
the Initial Apparatus Replacement Programme, plus others to be replaced at others expense (e.g.
housing developers). The Scheme also includes an Annual Apparatus Replacement Programme where
the contractor is required to replace street lights on a cyclical basis.
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Note 9. Trading Operations

Trading services are disclosed in line with the requirements of the Service Reporting Code of Practice and are mainly activities of a
commercial nature which are financed substantially by charges made to the recipients of the service. These trading services are
shown in the table below:

2012113 2013/14 2013114 201314
{Surplus) / Deficit * Turnover Expenditure (Surplus) / Deficit*
£000s £000s £000s £000s
Building maintenance 1,499 (448) 1,106 658
Highways maintenance 288 (161) 1,066 905
Scheols and welfare catering (1,674) (11,125) 11,203 78
Other catering 243 {1,273) 495 (778)
Corporation estates (1,447} (5,115) 4,373 (742)
Technical services (298} 0 0 0la
Industrial estates (23) (14) 143 128
Markets {591) (7.722) 6,771 {951)
Total (Surplus) / Deficit (2,002) (25,858) 25,157 (701)

* Included within the cost of all trading operations are costs that do not affect usable reserves such as depreciation and impairment.
Costs of voluntary early retirements and severance are also included within the figures.

a. Technical Services ceased to be classed as a trading operation in 2012/13.

Note 10. National Health Services Act 2006 Pooled Funds

Section 75 of the National Health Services Act 2008 enables the establishment of joint working arrangements between NHS bodies
and local authorities. Pooled funds enable health bodies and local authorities to work together to address specific health issues.
Mental Health Pooled Budget

The purpose of the pool is to improve services for users through closer working between the NHS and Local Government pursuant to
the obligations for the former Primary Care Trust and Manchester City Council to co-operate with each other in providing the

services.

The partner bodies were Manchester Primary Care Trust and Manchester City Coungil.

201213 2013114
£000s £000s

Gross Funding

Manchester City Council 6,098 0

Manchester Piimary Care Trust 125,324 0
Total Funding 131,422 0
Total Expenditure 131,422 ¢]
Overspend 0 0

The Council exited the Mental Health Pool as at 1 April 2013,
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Learning Disabilities Pooled Budget

The purpose of the pool is to improve services for users through closer working between the NHS and Local Government pursuant to

Manchester City Council Annual Statement of Accounts 2013/14
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the obligations for the former Piimary Care Trust and Manchester City Council to co-operate with each other in providing the

services.
2012/13 2013/14
£000s £000s
Gross Funding
Manchester City Council 43,368 45,087
Manchester Primary Care Trust / CCG 0 0
Total Funding 43,368 45,087
Expenditure
Commissioning 28,192 27,368
Provider - Manchester Learning Disability Parinership 21,351 19,284
Administration 297 377
Total Expenditure 49,840 47,029
Overspend 6,472 1,942

The 2010 Spending Review announced a new specific grant, the Learning Disabilities and Health Reform grant, by the
Department of Health, This was issued to reflect the transfer of responsibilities for this service from the NHS to L.ocal Authorities.
As a result of this transfer of responsibilities, Manchester Primary Care Trust ceased funding the Learning Disabilities Pooled

Budget in 2010/11. The legal status of the Pool remains unchanged.

The overspend is included in the Council's accounts.

At 1 April 2013 Manchester PCT was replaced by North, Central and South Clinical Commissioning Groups (CCGs). CCGs are
NHS organisations set up by the Health and Social Care Act 2012 to organise the delivery of NHS services in England. CCGs
are overseen by NHS England (including its Regional Offices and Area Teams). These structures manage primary care

commissioning, including helding the NHS contracts for GP practices.

CCGs work with patients and healthcare professionals and in partnership with local authorities and communities.

CCGs operate by commissioning (or buying) healthcare services including elective hospital care, rehabilitation care, urgent and
emergency care, most community health services and mental health and learning and disability services.

As of 1 April 2013 the Council is no longer part of the Mental Health Pooled Budget. As all the funding for the Learning Disability
Pooled Budget comes from the Council there will be no impact on pooled budgets from the new arrangements.

Note 11. Financing and Investment (Income) and Expenditure

The table below analyses the figures included in the Comprehensive [ncome and Expenditure Statement.

Restated
201213 201314
£000s £000s
Interest payable on debt 25,027 24,025
Interest element of finance leases (lessee} 312 284
Interest payable on PFI unitary payments 10,205 10,018
Net interest on the net defined benefit liability 31,000 36,318
Investment interest income (11,873} (12,052)
Rentals received on investment properties (20,908) (17,023)
Expenses incuired on investment properties 1,816 1,457
Investment properties Impairment 26,515 15,712
Change in fair value of investment properties (25,390) (45,920}
Dividends receivable (11,565) (27,346)
{Gain) / loss on trading accounts {not applicable to a seivice) 243 (778)
Total financing and investment income and expenditure 25,582 (15,305}
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The table below analyses the figure included in the Comprehensive Income and Expenditure Statement.
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201213 201314
£000s £000s

Council Tax Income 144,170 112,855|a
Business Rates Income 0 97,383|b
Capitalisation Top Slice Refund 0 1,238|c
Coungil Tax Support Scheme Transitional Grant 0 997|d
Business Rates Retention Top Ups 0 7,230|b
Business Rates Section 31 Grant 0 2,223|e
Business Rates Safety Net Funding 0 37,650(f
Revenue Support Grant 6,283 234,742]h
Education Services Grant 2,109 7.626(g
New Homes Bonus Grant 4,276 6,848(h
Early Intervention Grant 31,292 ofi
Local Services Support Grant 2,231 261|j
Council Tax Freeze Grant 3,554 0k
Leaming Disabilities Grant 14,873 0|l
Housing Benefit Administration Grant 6,095 5,647
Contribution from Manchester Clinical Commissioning Groups 7,064 9,542
Troubled Families Grant 3,623 408[m
Business Rates distribution 324,129 0lb
Assets of Community Value - New Burdens Grant 13 16
Council Tax - New Burdens Grant 0 475
Community Voices Grant 0 473
Value of donated heritage assets 910 O[n
Private Finance Initiative Grant 6,580 6,580
Capital Grants and contributions 56,410 67,720
Total taxation and non-specific arant income 613,612 599,914

a Council Tax Income has reduced fram 2012/13 to 2013/14 due to the introduction of Council Tax Support which is shown as a
discount reducing council tax due. In 2012/13 Council Tax Benefit was shown as a transfer from the general fund to the
Collection Fund.

b In 2012/13 business rates income was pooled nationally and re-distributed. It was cansidered part of the same funding stream
as Revenue Support Grant. Following the Local Government Resource Review business rates are partly retained by the Couneil.
The Council was also entitled to a business rates top up in 2013/14.

¢. The government topsliced RSG for capitalisation directions. The unused topslice was distributed to local authorities.

d. The Council Tax Support Scheme Transitional Grant was provided to authorities who limited the amount of Council Tax that
residents who had previously received 100% council tax benefit would pay to a maximum of 8.5%.

e. A Section 31 grant was paid by government to compensate authorities for loss of business rates income due to the extension
of small business rates relief.

f. Business Rates Safety Net is due when the Council's retained business rate income plus top up payment falls below 92.5% of
the assumed baseline funding.

g. Education Services grant has increased as the topslice from the settlement for schools transferring to Academy status has
increased. This grant is a refund for schools that did not transfer to academies.

h. New homes bonus grant started in 2011/12 and is paid for six years therefore there is an additional years entitiement in
2013/14.

i. Early Intervention Grant has been rolled into RSG in 2013/14.

j- Local Services Support Grant was made up of four grants in 2012/13. One was received as a specific grant in 2013/14, two
were rolled into RSG and one is no longer received.

k. The Council was not entitled to this grant in 2013/14 as it did not freeze council tax.
l. Learning Disabilities Grant has been rolled into RSG in 2013/14,
m. The balance of the troubled families grant that was allocated to specific services is shown within note 13.

n. This relates to the value of three paintings that were bequeathed to the Council in 2012/13. In accordance with the CIPFA
Code these are shown within taxation and non-specific grants.
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Note 13. Revenue grants credited to the Comprehensive Income and Expenditure Statement

The table below analyses the revenue grants credited to Net Cost of Services in the Comprehensive Income and Expenditure

Statement

201213 201314

£000s £000s
Dedicated Schools Grant 340,806 330,702
Pupil Premium 17,868 24,048(a
Housing and Council Tax Benefit Subsidy 321,386 273,174|b
Public Health Grant 0 40,105|c
Higher Education Funding Council 1,515 1,502
Sixth Form Funding Grant 5,376 5,347
Learning and Skills Council Grants 8,611 8,213
Partnerships for Schools Grant 3,235 0|d
Partnership Funding 0 1,011
Department of Communities and Local Government Grants 1,362 672
Private Finance Initiative Grant (Housing Revenue Account) 15,441 17,107|e
Decent Homes Backlog Funding 5,500 10,000|f
Other Home Office Grants 2,003 333{g
Youth Justice Board 1,795 1,516
Asylum Seekers Grant 4,427 3,341
Troubled Families Grant 0 . 1,714|i
Welfare Reform Grant 0 3,297|]
Adoption Reform Grant 92 1,690]k
Other Childrens Grants 447 346
Other Grants 2,839 3,425
Total revenue grants credited to the Comprehensive Income and Expenditure 732,893 727,543
a Pupil premium grant increased by approximately £300 per pupil in 2013/14.
b. Council tax benefit subsidy is no longer payable as a specific grant. This funding, at 90% of the previous level, has been rolled
into RSG.
c. Public health grant is to fund the transfer of responsibilities from the NHS.
d. Partnership for schools grant was part of the Building Schoots for the Future funding which ceased in 2012/13.
e. Private finance initiative grant includes the grant for Brunswick PFI which commenced in 2013/14.
f. Decent homes backlog funding is credited to the Housing Revenue Account and then transferred to the Major Repairs Reserve
to fund capital works.
g. Other Home Office grants in 2012/13 included drug intervention grant which is now funded through the public health grant and
a one off elections grant to fund the police and ¢rime commissioner election.
i. Troubled Families Grant was shown within note 12 in 2012/13.
j- Welfare reform grant is a new grant in 2013/14 to fund the transfer of responsibilities to support residents who are suffering
financial hardship
k. Adoption reform grant is new funding from the Department for Education to support adoption services in Manchester. The
2013/14 grant includes a one off payment of £782k to support recruitment of adopters.
Note 14. Members® Allowances
The total payments made for members' allowances and expenses are shown in the table below.

2012113 201314

£000s £000s
Members' allowances 1,933 1,941
Members' expenses 13 7
Total 1,946 1,948
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Note 15. Officets’ Emoluments

Employee Remuneration
The Accounts and Audit Regulations require the disclosure of employees' remuneration in excess of £50,000 excluding the
remuneration details of the Council's senior employees, which are disclosed separately.

The tables below include severance payments that may have been agreed at the year end but will not actually be paid until
the staff leave and for which the amounts are accrued for in the Council's accounts.

The Council employs 7,701 non-schools based staff (8,740 in 2012/13), The number of non-schools based staff in each
salary band over £50,000 is shown below, split between those staff who have not received severance payments and those

who have.
2012/13 2012113 2012/13 2013/14 2013/14 2013/14
Staff Who Have | Staff Who Have Total Staff Who Have | Staff Who Have Total
Not Received Received Not Received Received

Severance Severance Severance Severance

Payments Payments Payments Payments
£50,000 - £54,999 39 21 60 37 5 42
£55,000 - £59,999 26 12 38 22 5 27
£60,000 - £64,999 23 8 31 14 1 15
£65,000 - £69,999 24 4 28 22 4 26
£70,000 - £74,999 4 3 7 2 4 6
£75,000 - £79,999 5] 1 7 3 1 4
£80,000 - £84,999 4 3 7 12 0 12
£85,000 - £89,599 4 1 5 4 1 5
£90,000 - £94,999 5 0 5 3 1 4
£95,000 - £99,999 2 0 2 2 0 2
£100,000 - £104,999 0 1 1 1 0 1
£105,000 - £108,999 1 1 2 1 0 1
£115,000 - £118,998 0 1 1 0 0 0
£120,000 - £124,999 0 0 0 0 1 1
£135,000 - £139,999 0 1 1 0 0 0

138 57 195 123 23 146

Note the 2013/14 numbers include public health staff who transferred to the Council on 1 April 2013.

The Council employs 8,298 schools based staff {9,957 in 2012/13). The number of schools based staff in each salary band
over £50,000 is shown below, split between those staff who have not received severance or other related payments and
those who have. The reduction in staff numbers relates to the transfer of schools to academies.

2012H13 201213 2012113 201314 201314 201314
Staff Who Have [ Staff Who Have Total Staff Who Have | Staff Who Have Total
Not Received Received Not Received Received
Severance Severance Severance Severance
Payments Payments Payments Payments
£50,000 - £54,299 85 0 85 91 0 91
£55,000 - £59,999 58 0 58 63 0 63
£60,000 - £64,999 49 0 49 47 0 47
£65,000 - £69,999 37 0 37 34 0 34
£70,000 - £74,999 17 0 17 16 0 16
£75,000 - £79,999 12 0 12 9 0 9
£80,000 - £84,999 8 0 8 9 0 9
£85,000 - £89,999 6 0 6 3] 0 6
£90,000 - £94,999 2 0 2 4 0 4
£95,000 - £99,999 0 0 0 1 0 1
£100,000 - £104,999 4 0 4 4 0 4
£105,000 - £109,999 4 0 4 2 0 2
£110,000 - £114,999 2 0 2 1 0 1
£115,000 - £119,999 1 0 i 0 0 G
£120,000 - £124,999 0 0 0 0 0 0
£125,000 - £129,999 1 0 1 0 0 4}
£130,000 - £134,999 0 0 0 0 0 o]
£135,000 - £139,999-- 0 0 0 1 0 1
£140,000 - £144,999 1 0 1 1 0 1
287 0 287 289 1] 289
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The number of agreed exit packages and the total cost of these within each band is shown below. The
table includes the costs of the Voluntary Early Retirement (VER} and Voluntary Severance (VS)
scheme that was offered to non-schools based staff in 2012/13 in response to the need to reduce the

Council's expenditure following the Financial Settlement published in December 2012,

The total cost figures shown include severance, early retirement and any compensation for loss of
office payments that have been agreed at the year end. There were no compulsory redundancies

during the financial years 2012/13 and 2013/14.

2012113 201213 2013/14 2013/14
Number of Staff | Total Cost of Exit| Number of Staff | Total Cost of
Departures Packages Departures Exit Packages
Agreed Agreed
£000s £000s

£0 - £19,999 369 3,695 139 1,436
£20,000 - £39,999 167 4,750 54 1,413
£40,000 - £59,999 71 3,478 15 723
£60,000 - £79,999 : 8 547 6 406
£80,000 - £99,999 1 85 2 169

616 12,5565 216 4,147
Note 17. Audit Fees
The following amount of fees have been incurred for work carried out by the external auditors:

201213 2013/14
£000s £000s
Fees payable to Grant Thornton with regard to external audit 250 295
services carried out by the appointed auditor
Fees payable to Grant Thornton for the certification of grant 3 24
claims and returns
281 319

The 2013/14 figure includes £58,000 additional fees for audit work relating to an objection to the
2011/12 accounts and a refund of £38,000 from the Audit Commission.

as
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201213 2013/14
£000s £000s
Disposals of Assets
Held for Sale - Council dwellings {right to buy} 1,411 2,496
Held for Sale - Other 4,505 5,589
Other Disposals in¢luding transfers to academies 36,519 31,258
42,435 39,343
L.oss on Disposal of Non-current Assets
2012H3 2013114
£000s £000s
HRA assets (2,387) (3,923)
Removal of schools transferring to academy status from the balance sheet 32,394 18,359
Other non-HRA assets (974) 2,280
29,033 16,716

4%
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Manchester City Council
Audit Committee

Note 20. Accounting for Local Government Schools

Marichester City Gouncll Annual Statement of Accounts 2013714

The Council has the following maintained schools:

Community Voluntary Voluntary | Foundation | Academy
Controlled Aided
Number of schools, excluding PFI schools 71 14 47 5 34
Value of Land and Buildings at 31 March 2014 £313,791,000 | £38,699,000 N/A N/A N/A
Value of Land and Buildings at 31 March 2013 £379,965,000 | £33,998,000 N/A N/A N/A

Number of schools subject to PFI contracts 1 Q 0 1 0
Value of Land and Buildings at 31 March 2014 £10,351,000 N/A N/A N/A N/A
Valua of Land and Buildings at 31 March 2013 £5,662,000 N/A N/A N/A N/A

The treatment of land and buildings for each type of school is based on the legal framewerk underlying each type of school. The Council controls
the management and sunning of community and voluntary controlled schools and therefore the land and buildings of those schools are separately
shown on the Council's balance sheet. The land and buildings of voluntary aided and foundation scheols are owned and controlled by the trustees
of the schools or the foundation body and are therefore not shown on the balance sheet of the Coungil.

Capital expenditure on community and voluntary controlled schools is added to the balances tor those schools as reported in property, plant and
equipment (note 18). Capital expenditure on voluntary aided and foundation schocls is treated as REFCUS (Revenue Expenditure Funded fram
Capital under Statute) expenditure and wiitten off each year to the Comprehensive Income and Expenditure Statement within the Education and
Children's services line.

Dedicated Schools Grant (DSG) is credited to the Comprehensive Income and Expenditure Statement within gross income on the Educaticn and
Children's Services line based on amounts due from the Department for Education. This is to fund the running costs of schools. The running costs
of all categories of schools, apart from academies, are shown within the Comprehensive Income and Expenditure Statement.

The DSG is allocated between central Council budget and budgets allocated to individual schools (delegated school budgets). Expenditure from
central Council budgets and delegated schools budgets is charged to the Comprehensive Income and Expenditure Statement under the Education
and Children’s services line.

Individual schools' balances, for all categories of schaols apart from academies, are included in the balance sheet of the Council within usable
reserves (note 37).

Included within the Council's Comprehensive Income and Expenditure Statement and Balance Sheet are the fallowing amounts relating to each
category of school. For academies, the amount of incorme and expenditure up to the date they transierred 1o academy status is included in the
Comprehensive Income and Expenditure Account.

Community Veluntary Voluntary | Foundation | Academies Total
Controlied Aided
£000s £000s £000s £000s £000s £000s
Opening schools reserves 18,136 2,268 6,542 2,927 0 29,873
Funding, including DSG 175,571 23,439 85,505 31,364 0 315,879
Net expenditure incurred by schools (175,752) (23,462} {86,969} {31,263} 0 (317.446)
Closing schoals reseives 17,955 2,245 5,078 3,028 0 28,306

PFI Schemes

The Council has two schools subject to PFI cantracts. The building for the community school is shawn on the Council's balance sheet with the
related liability. The building for the foundation school was derecognised in 2009/10 as the control of the right to use the buildings has passed to the
foundation body.

The PFl liabilities in respect of all PFI schools remain on the Council's balance sheet as the Council is party to the contract with the PFI operator.
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Meovements on tangible and intangible heritage assets during 2013/14 were as follows:

Appendix to Item 5
22 September 2014

Heritage Assets
Fine Art Civic Monuments| Town Hall Other
Works Plate Statues and| Sculptures
Fountains Total
Cost or valuation £000s £000s £000s £000s £000s £000s
Balance at 1 April 2013 415,703 2,859 619 3,462 225 422 988
Additions/ Danations 0 0 o 0 o] 0
Disposals 0 0 o 0 0 0
Revaluations 8,223 0 0 g o] 8,223
impairment losses / (reversals) recognised in the
Revaluation Reserve 0 0 0 0 0 0
Impairment losses / (reversals) recognised in Deficit on
the Provision of Services 0 0 0 0 0 0
Depreciation 0 0 0 0 0 0
Balance at 31 March 2014 423,926 2,959 619 3,462 225 431,191
Movements on tangible and intangible hetitage assets during 2012/13 were as follows:
Heritage Assets
Fine Art Civie Monuments| Town Hall Other
Works Plate )Statues and| Sculptures
Fountains Total

Cost or valuation £000s £000s £000s £000s £000s £000s
Balance at 1 April 2012 384,024 2,959 619 3,462 225 391,289
Additions / donations 910 0 0 0 0 910
Disposals 0 0 0 0 0 0
Revaluations . 30,769 0 0 0 0 30,769
impairment [osses / {reversals) recognised in the
Revaluation Reserve 0 0 0 0 0 0
Impairment losses / {reversals) recognised in Deficit on
the Provision of Services 0 o] 0 0 o} 0
Depreciation 0 0 0 0 0 0
Balance at 31 March 2013 415,703 2,959 619 3,462 225 422,968

a) Heritaqge Assets Nature and Scale of Assets Held

Manchester City Galleries (MCG) currently holds 45,418 objects in trust on behalf of the People of Manchester. The cellection comprises
13,070 items of fine art, 10,582 items of decorative art, and 21,766 items of costume. The collection is 'Designated’ by the Museums,
Libraries and Archives Council {MLA) as a pre-eminent collection of national and international importance.

Manchester City Galleries' collections are covered by the Greater Manchester Act 1981 whereby financially motivated disposal is

prohibited by the Act.

In addition to the MCG collections, the Libraries, Information and Archives Service holds a collection of rare books, records and archives
that have heritage significance relating to Manchester but are also of national significance.

Heritage furniture, Civic plate and Lord Mayor's Regalia, Sculpture, paintings from the Town Hall Collection (and also scme paintings
from the MCG collection) are displayed throughout the Town Hall in appropriate public spaces, selecied oifices and meeting rooms.

Further details can be found in the following documents:

+ Heritage Asset Strategy May 2011

» Resource and Govemance Overview and Scrutiny Committee 17 November 2011 — Heritage Assets Report

o
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b) Heritage Asset Management and Praservation

Manchester City Galleries Collection

The collection is managed by The Head of Asset Management and Development and her Team, in partnership with the Principal Curator:
Collections Access, the Collections Access curators and the Senior Gurator; Costume. Manchester City Galleries maintains a
comprehensive collection management system which includes an electronic collections management database as well as hard copy
records, This database has the facility to include the date of the latest valuation, the name of the valuer, valuation methed used and
assumptions / limitations of the method used. All accessioned objects in the collection have been assigned a unique identification number,
recorded in the Accession Register, and have an individual catalogue record that complies with National (SPECTRUM) documentation
standards.

Public aceess to the collections and collection information is delivered in a variety of ways:

- Gallery displays and temporary exhibitions at Manchester Art Galley and Platt Hall.

- Education and outreach activities.

- Web-based information, including the galleries website with searchable database, social networking sites, and the BBC
Your Paintings’ website.

- Access in store to researchers and interested individuals/groups by arrangement.

- Loans out to UK and international museums and galleries, or other venues.

The collections are assessed and conserved in the conservation studios at Queens Park by highly specialised, fully trained conservators.

The condition of the art works is maintained though a programme of effective collection care to reduce damage and deterioration by
reducing risk from physical damage (including handling), theft and vandalism, fire and water/flood, inappropriate relative humidity and
temperature, light, pollutants, and museum pests. Remedial conservation is occasionally carried out to stabilise objects that are actively
deieriorating.

Further details can be found in the {ollowing documents:

Manchester City Galleries Constitution

Manchester City Galleries Procedures Manual 2012

Manchester City Galleries Collections Development Policy 2011-2014
Manchester City Galleries Loans Policy 2010

Manchester City Galleries Conservation and Care Palicy 2012
Manchester City Galleries Handling Guidelines 2011

Fine Art Works and Civic Plate / Lord Mayors Regalia / Model of HMS Manchester, Town Hatlt Sculptures, Furniture

Management of the calleclion is assisted with advice and support from Manchester City Galleries. Database records are held by MCG on
behalf of the Town Hall on a Ke Emu electronic collection dafabase. Viewing of the items is via a combination of both public display and
prior arrangement access with Town Hall staff,

ltems in the callection are stored and displayed in a manner which will ald their preservation. Specialised cleaning is performed as and
when necessary.

Further details can be found in the following documents:
+ Manchester Town Hall Collections Acquisition and Disposal Pelicy June 2007.

¢} Heritags Assets Accounting Policies

Manchester City Galleries Collections

Specified items are included in the balance sheet at market valuation where this exceeds £100,000.

In the case of loss or damage the recoverable ameount may be less than the full market valuation as works over £200,000 are insured at
75% of market value up to a threshold cap of £7,000,000.

Non-specified works are grouped and have an insurance value however these items are not included on the balance sheet as in most
cases, only a nerninal value can be attributed to a particular individual asset.

Revaluations of the Manchester City Galleries Collections are due to a reappraisal of valuations and where curators have received
information or had evidence that a value had changed significantly. Changes in value during 2013/14 amounted to £8.2m.

Civic Plate / Lord Mayors Regalia / Model of HMS Manchester
These iterns are included in the balance sheet at insurance valuation and include assets on display in the Town Hall.
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Town Hall Sculptures

The sculptures are deemed to have indeterminate lives; hence the Council does not consider it appropriate to charge depreciation.
Town Hall and Central Library Furniture

These items are included in the balance sheet at a nominal value until a more detailed and appropriate valuation can be obtained. The
assets within this category are deemed to have indeterminate lives; hence the Council does not consider it appropriate to charge
depreciation.

Statues and Monuments in the public realm

These items are included in the balance sheet at a nominal value plus some relocation and enhancement costs.

The assets will be included at this value until a more detailed and appropriate valuation can be obtained.

The assets within this category are deemed to have indeterminate lives; hence the Council does not consider it appropriate to charge
depreciation.

There have been no additions or disposals in year that affect the valuations in the classifications above.

d) Heritage Assets not Reported in the Balance Sheet

Listed Buildings

Manchester has 84 listed buildings and related assets such as the Town Hall, Central Library, Heaton Hall, bridges and areas of parks.
The council also has custody of scheduled ancient monuments including the City Centre Hanging Bridge and the moated sites to Clayton
Hall and Peel Hall in addition to a number of other monumenits, statues and fountains.

Listed buildings, such as the Town Hall complex, are actively used in the delivery of Council services. In accounting terms they have
been classified as operational assets and reported and valued as Property, Plant and Equipment in the same way as other assets of this

type.

Statues / Fountains

Statues and Fountains situated in open spaces are classified as street furniture, As no insurance valuation is available and cannot be
obtained at a cost which is commensurate with the benefits to users of the financial statements these assets have not been recognised in
the balance sheet.

Rare Books, Records and Archives

Rare books, records and archives that have heritage significance relating to Manchester. As no insurance or market valuation is available
and cannot be obtained at a cost which is commensurate with the benefits to users of the financial statements these assets have not been
recognised in the balance sheet.

Summary of Transactions Relating to Heritage Assets

The table below shows a summary of the transactions ralating to heritage assets as reported in the balance sheet.

2010/11 201112 201213 201314
£000 £000 £000 £000
Cost / valuation at 1 April 378,120 381,630 391,289 422,968
Additions 0 0 0 0
Revaluations 3,510 9,659 30,769 8,223
Donations 0 o] 910 o
Impairments 0 9 0 0
Cost / valuation at 31 March 381,630 391,289 422,968 431,191

It is not practicable to provide this information for any aceounting periods prior to 1 April 2010.
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Note 22. Valuation of Property, Plant and Equipment

The Council's non-current assets are valued on the balance sheet in accordance with the statement of asset valuation
principles and guidance notes issued by the Roval Institution of Chartered Surveyors (RICS):

- plant and machinery is included in the valuations of buildings when it is an integral part of the building

- properties classified as operational, excluding council dwellings, were valued on the basis of net realisable value in
existing use or, where a market did not exist, on the basis of depreciated replacement cost

- council dwellings were valued in accordance with Department for Communities and Locatl Government guidance at open
market value less a specified, notified percentage known as the social housing discount

- community assets and infrastructure have been valued at historical cost net of depreciation

- properties classified as non-operational have been valued on the basis of market value.

Depreciation has been calculated using a straight-line method (i.e. apportioned equally over each year of the life of the
asset) for all assets unless that depreciation is immaterial. The estimated useful life of each property is determined by a
qualified valuer and updated at each valuation. Land and assets not yet available for use (assets under construction) are

not depreciated.

The range of asset lives for each asset type are shown in the table below:

. Range
Asset Valuation Groups From (years) To (years)
Council Dwellings - Main Structure 19 66
Adult Education Facililies 10 15
Car Parks 17 22
Childrens Home / Family Centres 14 47
Day Centres / Luncheon Clubs 10 a0
Galleries 30 G0
Depots 16 57
Housing Offices 11 36
Leisure Centres / Sports Facilities 6 63
Libraries 4 58
Markets 17 22
Cffices 17 58
Park Buidings 5 55
Schools 9 60
Youth Clubs / Childrens Centres / Nurseries 9 57
BMX / Skate / Bike Facilities 20 27
Cemeteries & Cremataria 18 a3
Vehicles, Plant, Furniture and Equipment 1 20
Infrastructure Assets 45 50
Surplug Assets 9 44

Council dwellings are valued annually. All other assets, with the exception of those valued at historical cost net of
depreciation, are revalued sufficiently regularly to ensure that their carrying amount is not materially different from their
value at year end, but as a minimum every five years. Valuations have been undertaken during the year by the District
Valuer and Jacobs, external valuers commissioned by the Council with a valuation date of 1 April 2013. Jacobs have
provided indexation factors for the percentage increase in value from the date of the last valuation to 31 March 2014 for
each category of asset. Whilst not strictly compliant with the Accounting Code these have heen applied to the asset values
to provide a more materially accurate balance sheet value.

The valuers have determined the appropriate method of valuation having regard to the assets’ physical and economic
characteristics. Assets are valued using the depreciated replacement cost approach if the valuer considers the asset to
have no identifiable rental value. Assumptions made by the valuer for this approach relate to the depreciation rate applied
to reflect the physical condition and any economic or functional absolescence of the asset in respect of its current use.
Where a rental value can be identified, the valuer has adopted the existing use value method, where rental value is
capitalised at a rate determined by the type, quality and location of the asset. The assumptions made by the valuer include
the application of an appropriate rental value and capitalisation rate. This is based on comparable evidence of market
transactions of similar assets nearby.

Inspections for the property, plant and equipment (PPE) revalued during 2013/14 were carried out between 1 April 2013
and 31 March 2014, as part of the Council's normal revaluation process. As a result of these inspections the Coungil
recognised revaluations of PPE in the revaluation reserve of £44,308,000 reflecting the revaluation movement since the
last revaluation of these assets.

The Council also performed impairment reviews where there were impairment indicators, such as a change in use or
capital expenditure in excess of £500,000 during the year. Downward valuations were charged against the revaluation
reserve to the extent there was a credit balance in the reserve for the individual asset. Amounts in excess of the credit
balance in the reserve were charged to the Comprehensive Income and Expenditure Statement. This has resulted in
£145,761,000 in relation to PPE being charged to the Comprehensive Income and Expenditure Statement.

The following table lists asset movements for operational other land and buildings by valuation group.
e Appendix page 106



Appendix to Item 5

Manchester City Council

Audit Committee

22 September 2014

2659 80%°L ¥01°'26 850°S61 orL'sl yer'e 102 Yolel Lg 18 S& plemio} pallieo anjea Yooq 1aN
(Log'er) {(8/9'6) (£2eq) (Go672l) {896°}) {evs) ¥102 UDJe |€ 18 SE plemiod patlie) Jusllliiedul] pue uoneoaidap palenunody
£66°201 980°IL1 L2 201 £20'802 80102 L3328V plemlo} paLlIed anfea oo ssoi9
26579 80F°L P0L'L6 8G0°G61 OvL'8l ¥er'c 710 YoIe\l LE 18 Se plemio) pallied an|ea Yoo 18N
({13 0 (L) (0e) 0 0 aAIBSal UONEN[RAS) U3 AQ palaaod suswaedw)
(B1) 0 0 (¥g) {ze1) 0 wawsyels anypuadxe pue awoou aasusyaldwos auy 01 pabieys sjuawaredu)
(v26) {98) {960°1) (evs'v) e1) {96} uonepasdaeg
208'65 0 rAr AV (y18) 0 0 SI3jsueln Jayio
0 0 {168} 0 0 0 s|esodsip - uowficosleq
(0¥e'.8) 0 (g9L'1) (e22'9} 0 0 $82IAI9S JO UOISIn0Id B} Lo 1IoYep Ul pasiuBiooal suoienjeasy piemumoq
/962 0 (1er'z) (ygeo) 0 0 a/I8Sal Uolien|eAs) Ul pesiufiosal suoneneasy
SbE'0T 0 95191 9L¥ 610°1 0 suonippy
298'61 aad 091's2 6vE2Le 0/2'21 085°E €102 [udy | JB S8 piemloj psilied enjea ¥oog 1eN
ZLOZ/LLOZ LLOZ/0L0Z t10z/€102 v102/8102 £L02/2102 -Ing pauies uonen|ea dnoib jse
S0003 S0003
S0003 S0003 S0003 saqua) S0003 S80I0
sa2Yyo sieyleiy sauelqr ainsia” SNO3aUE[|a0sIy Buisnoy
SELE 9506 y19°61 SpL 1L 980°22 9082 ¥10Z yolep Lg 18 Se pJemlio) pellied anjea yooq jJaN
(166) (c09'g} (220°C) (zeg') (tov'11) Erl) 7102 UDJEW LE 18 SE [BMIO] palie) jusuuiedw| pue uoneloaidap pslenuinody
ogl'y 6.1'%6 9898l 2¢l6°2L /8¥'EE 6762 PJeMIC) PALLED SN{BA }00] SSOID
SeLE 9506 ¥19°51 ShLLL 980'22 908°2 Y102 Yoley L je se pJemio) pallied anjeA Yood joN
i} ) (ele) 0 0 (o) 2/M252] UONEnensal oU] AQ pPaIaAcs SjUaliedil]
0] 0 (+9g) 0 0 0 Juswalels alnjpuadxs pue swosu| anisuayaldwod sy o} pableyo sjuawnedu)
(84} (8651} (8ep) (z62) (ove) (ecl) uonepaidag
0 A (g99'1) o¥¥'}) 0 (€) siajsuel Jayi0
0] 0 (e¥9'1) (cG5) 0 0 $6910185 JO uoisiaold sU) uo yolsp Ul pasiuboosl suolien|eAsY pIEMUMOQ
0 PG8'LL £20°L 508 0 106 BAIISDI Uonen|EARE Ul posiubooal suojenjeasy
0 £82 48 {or) 0 99 SUOIPPY
£L8's S16'62 528°2l 192°¢} 2eb'ze G86°1 €10¢ |1dy | Je Se plemio) paplied anjea 400oq 1eN
ZLOZ/LL0Z | tbloZ/EL02 ¥1.02/£102 ¥102/£102 LL0Z/0L0Z ¥102/€102 -IN0 paites uonen(eA dnoib 1seq
S0003
SQ003 saluad
sgnio Anwey S0003
S0003 S0003 uosyaun- / sewoy $0003 uonesnpg
sjodaq sella|len |/sanus) Aeg | s,ualipniyn sxyied Jed unpy

uopenjea dnoib 1se] o a1ep yim adAy Jasse Aq sBuip|ing pue pue| [euoieladg

¥1/210Z SIUNOSoY JO JUBWSlelS [enuuy [1ounc) Al Jalsausuely

Appendix page 107

\04



Appendix to Item 5

Manchester City Council

Audit Committee

22 September 2014

adA) jesse Aq sBuiping pue puei jeucielado ul papn|oul $a]gel € ||e o) [210] B S Syl 810N,

0.2°656 £9.2 Lot L 6FLLE £12°1.¢ 9Eep1 P1LOZ YOIBIN LE 1B SE PIRMIO] PLLIED BN|EA Y0oq JaN
(099'182) (ee¥'L) {181) (95.'v1) {689'591) (291'5) 102 Udle L Je sk plemliod pelies) Juawiiedw] pue uolleloaldap paje|nwnooy
0E6'VET'L 961V ere'l S06'1LS 216985 86761 P{EMIO} PBLIIBD BN[BA %00( SSOID
042'c56 £92°2 191 6¥L°LE £LZ'Lie 9ge'vL 102 YoJBpy LE Je Se Plemlo} Paliied anjea %o0od jaN
289 0 0 0 289 0 jusunreduw JesA Joud Jo |esiaAsy
{oes‘2) 0 o} (L (080°2) (28) a/uBs8l UoieneAdl ay) Aq paisA0D sluswedLY]
{L2e'as) [F4) o (L) (8/%'5%) (9g2) luswiglels anupusdxs pue swoout aasusyaidwon au o] pabireyo swuaweduw)
(zet'ze) (ze1) (z¥) (992'1) (oet‘o1) (L2} uonenaideg
StL2EL &) o (oG1) 8¥0's el sigjsuel} J8ui0
(6v2'81) 0 0 0 (sge'sl) 0 s|esodsip - uoiuBossiag
{o9e‘1Ls) 0 0 0 (12) (e92'e) 880IA18S Jo uoisirosd aul uc Joep Ul pesiuboosl suonenjeasy plemumod
whm.mw 0 0 MNQ.N ommﬁm_. 2374 aAlasSal ugljen|easl Ul _umm_cmOomL suoieneaay
CTLLLS 608 15474 rad! ¥er'LL 80 suonippy
L06°006 9662 G90'L yi1'GE 9/2'62¥ 6581 €10g IUdy | Je se piemio} pallueo anjea )oog 18N

ZLoZ/L1L02 2102/1102 0102/6002 LL02/0L02 viLoz/eLoz -1no paltes uoneniea dnoib 1seq

S0003 S0003
SBLI9SINN Slossy
s0003 SQ003 S0003 /sanua) uoneanpg $0003
«SodAL BLIOJEWRLD |Salyjoe) ayig | s,uaJpiiyo 1210 sBuipting

JOsse ||e Jejol | / seuspwa) | 7ales / XING [/ SAN[D UoA | pue sjooyas yied

{penunuo2) uoneniea dnoib ise[ jo elep yum adA} 1@sse Ag sBulp|Ing pue pug| |leuonessdo

PL/S102 SIUN0J0Y 6 JUBWISIEIS [BNUY HOUN0D A)ID) J8)SayouBpy

Appendix page 108

4
O

\0S



Manchester City Council
Audit Committee

Appendix to Item 5
22 September 2014

Manchester City Council Annual Statement of Accounts 2013/14

Note 23. Assets Held For Sale

Movements on Assets Held for Sale during the year were as follows:

Assets Held
For Sale
£000s

Net book value brought forward 6,138
Movement in 2012/13

Reclassifications 11,010
Additions 275
Dispeosals {5,916)
Revaluations {5,061)
Impairments (698)
Net book value carried forward as at 31 March 2013 5,748
Movement in 2013/14

Reclassifications 13,971
Additions 1,846
Disposals {8,085}
Revaluations 0]
Impairments {552)
Net book value carried forward as at 31 March 2014 12,928
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Operating Leases

The Gouncil has obtained the right to use the majority of its fleet of vehicles, printers and multi-functional devices by entering
into operating leases, with lives of between three and seven years.

The Councll has entered into a number of leases relating to offices and land. The leases vary in length from short-term leases
to those with terms over 600 years.

The future minimum lease payments due under non-cancellable leases in future years are:

31 March 2013 31 March 2014

£000s £000s
Not later than one year 5,366 4,287
Later than one year and not later than flve years 14,275 13,569
Later than five years 45,071 41,874
64,712 59,730

Lease payments made:
2012113 201314

£000s £000s
Minimum lease payments 6,330 5,294
Contingent rents 0 0
Sub lease payments {receivable) (530) (448}
5,800 4,846

The total of future minimum sub lease payments expected to be received under non-cancellable leases as at 31 March 2014
is £3,651,000:

31 March 2013 31 March 2014
£000s £000s
Not later than one year 448 448
Later than one year and not later than five years 1,792 1,792
Later than five years 1,859 1,411
4,099 3,651

The expenditure charged to the Comprehensive Income and Expenditure Statement during the year in relation to these leases
was:

2012/13 201314
£000s £000s
Adult Social Care 240 225
Central Services to the Public 9 4
Children's and Education Services 346 293
Cultural and Related Services 2,196 1,927
Environmental and Regulatory Services 1,309 1,145
Planning Services 1,520 1,329
Highways, Road and Transport Services 541 253
Housing Services 169 118
Total minimum lease payments 6,330 5,294

Finance Leases
The Council has acquired a number of vehicles and items of equipment under finance lease agreements and also leases
eight premises and sites that are classified as finance leases.

These assets are included in the Balance Sheet at the following net amounts;

31 March 2013 31 March 2014
£000s £000s
Land and buildings 429 429
Vehicles, plant and equipment 3,915 2,438
4,344 2,867
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The Councit is committed to making minimum lease payments, under these leases, comprising settlement of the long-term
liability for the interest in the assets acquired by the Council and finance costs that will be payable by the Council in future
years while the liability remains outstanding. The minimum lease payments are made up of the following amounts:

31 March 2013 31 March 2014
£000s £000s
Finance lease liability
current 1,459 1,178
non-current 2,787 1,589
Finance costs payable in future years 802 515
5,048 3,282

The minimum lease payments will be payable aver the following periods:

31 March 2013 31 March 2014

£000s £000s
Not later than one year 1,741 1,409
Later than one year and not later than five years 2,960 1,528
Later than five years 421 421
Total minimum lease payments 5,122 3,358

The finance lease liability will be payable over the following periods:

31 March 2013 31 March 2014
£000s £000s
Not later than one year 1,459 1,178
Later than one year and not later than five years 2,458 1,261
Later than five years 403 403
Total finance lease liability 4,320 2,842

The minimum lease paymentis do not include rents that are contingent on events taking place after the lease was entered into,
such as adjustments following rent reviews. No contingent rents were payable by the Council in 2012/18 or 2013/14.

The Council has sub-let a number of properties held under these finance leases. At 31 March 2014 the minimum paymenis
expected to be recelved under non-cancellable sub leases was £13,000 (£13,000 at 31 March 2013).
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Finance leases classified as vehicles, plant, furniture and equipment have a gross carrying amount of gross asset cost less

the lessor's disclosed residual value. Depreciation is charged on a straight line basis over the life of the lease.

Vehicles, plant

Land and building | and equipment Total
£000s £000s £000s
Net book value brought forward 500 5,963 6,463
Movement in 2012413
Additions 0 162 162
Transfers of Assets upon Expiry of Lease - Gross Asset Cost 0 (116) {116}
Transfers of Assets upon Expiry of Lease - Accumulated
Depreciation 0 116 116
Disposals - Gross Asset (71) (1,157) (1,228)
Disposals - Accumulated Depreciation 0 511 511
Reclassifications 0 0 0
Deprectation 0 (1,564} (1,564)
Revaluations 0 0 0
Impairments 0 0 0
Net book value carried forward as at 31 March 2013 429 3,915 4,344
Gross Book Value as at 31 March 2013 429 9,130 9,559
Accumulated Depreciation as at 31 March 2013 0 {5,215) (5,215)
Net hook value carried forward as at 31 March 2013 429 3,915 4,344
Vehicles, plant
Land and building | and equipment Total
£000s £000s £000s

Net book value brought forward 429 3,915 4,344
Movement in 2013/14
Additions o] 86 86
Transfers of Assets upon Expiry of Lease - Gross Asset Cost g (1,362) (1,362)
Transters of Assets upon Expiry of Lease - Accumulated
Depreciation o 1,362 1,362
Disposals - Gross Asset o (235) (235)
Disposals - Accumulated Depreciation o 139 139
Reclassifications 0 0 0
Depreciation 0 (1,467) (1,467)
Revaluations 0 o 0
Impairments 4] 0 0
Net book value carried forward as at 31 March 2014 429 2,438 2,867
Gross Book Value as at 31 March 2014 429 7,619 8,048
Accumulated Depreciation as at 31 March 2014 0 (5,181) (5,181)
Net book value carried forward as at 31 March 2014 429 2438 2,867

There are no outstanding commitments to enter into further finance lease agreements.

Note 26. Assets Held as Lessor

Operating Leases

The Council has leased out a number of offices, industrial premises and land to various organisations for both community use
and economic development purposes. The leases vary in length and are all classed as operating leases.

The future minimum lease payments receivable under non-cancellable leases in future years are:

31 March 2013

31 March 2014

£000s £000s
Not later than one year 9,217 8,702
Later than one year and not later than five years 31,075 30,575
Later than five years 669,723 662,741
Total minimum lease payments 710,015 702,018

The minimum lease payments do not include rents that are contingent on events taking place after the lease has been entered

into, such as adjustments following rent reviews.

WO
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Note 27. Investment Properties

The value of income generating investment properties classed as operating leases is £331,226,000 (£296,983,000 in
2012/13). The balance of investment properties are held for capital appreciation purposes.

These assels are classed as investment properties because they are held to solely eamn rentals during the year and are not
used by the Council in delivering its services. As these assets are classed as investment properties no depreciation charge has
been made in 2013/14 or 2012/13.

201213 2013114
£000s £000s
Rental income from Investment property (20,908) {17,023)
Direct operating expenses arising from investment property 1,816 1,457
Net gain {19,092) (15,566)

The following table summarises the movement in the fair value of investment properties:

Investment
Properties
£000s

Net book value brought forward at 1 April 2012 364,653
Movement in 2012/13

Expenditure 2,009
Disposals (71)
Reclassifications {1,520)
Depreciation 0
Upwards revaluations 25,389
Impairments (including downward revaluations) (26,515)
Net book value carried forward as at 31 March 2013 363,945
Movement in 2013/14

Expenditure 5,289
Disposals 0
Reclassifications (398)
Depreciation 0
Revaluations 45,920
Impairments (including downward revaluations) (15,712)
Net book value carried forward as at 31 March 2014 399,044
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Note 28. Capital Expenditure and Capital Financing
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201213 201314
£000s £000s
Opening Capital Financing Requirement 962,774 1,015,458
Expenditure
Property, plant and equipment 153,255 173,438
Investment properties 2,009 5,289
Assets held for sale 275 1,846
Revenue expenditure funded from capital under statute™ 22,262 14,263
Intangible assets 0 357
Long term debtors 4,887 7,334
Investment in share capital 0 1,500
182,688 204,027
Funded by
Revenue contributions 31,000 34,883
Capital Receipts 9,025 14,936
Major Repairs Allowance 14,223 23,274
Government grants 28,241 52,208
External contributions 20,852 15,492
Minimum Revenue Provision 26,825 26,556
130,166 167,349
Assefs acquired under finance leases / PFls 162 6,989
Closing Capital Financing Requirement 1,015,458 1,058,125
Explanation of Movement in Year
Minimum Revenue Provision (26,825) (26,556)
Increase in underlying need to borrow 79,347 63,234
Assets acquired under finance leases / PFls 162 6,989
52,684 43,667

* Legislation allows some expenditure to be classed as capital expenditure even though it does not result in
the recognition of a non-current asset on the Council's balance shest (i.e. grants and expenditure on

property not owned by the Council). This enables the expenditure to be funded by capital resources, rather
than charging the General Fund and impacting upon the year's council tax.

Note 29. Contracted Capital Commitments

Many capital schemes take two or more years to complete. At the Balance Sheet date the main estimated

contractual commitments relating to ongoing schemes were as follows:

31 March 31 March

2013 2014

£000s £000s
Housing 10,570 6,584
Town Hall Complex 32,962 0
Education 12,045 5,026
Beswick Community Hub 0 11,424
First 8t Cultural Facility 0 9,283
St. Peter's Square 0 8,315
Other services 6,510 0
62,087 40,632

There are no contracted capital commitments related to the acquisition of property, plant and equipment.

1N
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Note 30. Investments

The Council has the following long-term investments:
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31 March 31 March
2013 2014
£000s £000s
Investments in organisations included in the group statements
Manchester Airparts Holdings Ltd Share Capital 112,354 112,354
Destination Manchester Ltd Share Capital 10,200 10,200
Other long-term investments
Investments in subsidiaries not included in the group statements
Manchester Mortgage Corporation Plc Share Capital 5,984 6,067
Investments in associates and joint ventures not included in the group
statements
National Car Parks (Manchester) Ltd Share Capital 1,103 1,103
Eastlands Development Company Limited 0 1,300
129,641 131,024
Other long-term investments 2,308 2,679
Total other long-term investments 2,308 2,579
Total Long-Term {nvestments 131,949 133,603

The investments in Manchester Airports Holdings Ltd and Destination Manchester Ltd are shown at cost.

The investments in National Car Parks (Manchester) Ltd, Eastlands Development Company Ltd and shown at cost. The investment
in Manchester Mortgage Corporation is shown at cost less Impairment and is the value of the reserves of the company.

Other long-term investments are shown at their market value or.cost. Holding investments at cost does not make a material
difference to the accounts.

The table below shows summarised financial Information for the Council's joint venture for 2012/13 and 2013/14. These figures show

the Council's share of the joint venture's results:

Council's share of Manchester Airports Holdings Lid 2012113 201314
£000s £000s

Total current assets as at 31 March 40,932 32,376

Total long term assets as at 31 March 1,128,190 1,133,231

Total current liabilities as at 31 March 53,676 63,758

Total income 146,083 238,276

Total expenditure 153,822 198,404
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Note 31. Debtors and Payments in Advance

As the balance sheet date represents the position at the end of the financial year, there are monies owed to the Council at that date
which are yet to be received in cash, The following analysis shows the amounts owed to the Council which had not been received at
31 March 2014.

The Council also makes provision for outstanding monies which it is anticipated will not be recovered. These amounts are then
deducted from the total value of debtors shown in the accounts. An analysis of this impairment of dabt is shown below:

31 March 31 March
2013 2014
£000s £000s
Short term debtors and payments in advance
Government departments 29,121 50,412|a
HM Revenue and Customs 4,808 8,919(b
Other local authorities 15,700 13,839
NHS bodies 2,221 11,237|c
Public corporations 48 31
Council tax 42,113 45,884
Business rates 0 9,190|d
Housing rents 12,680 11,102
All other hodies (external to government) 84,533 80,467
191,224 231,081
Impairment of Debt
Housing rents (9,778) (8,037)
Council tax (35,9086) (37,755}
Business rates 0 (4,745} |e
Other (31,761) (32,543)
Total 113,779 148,001

a. The increase in government department debtors relates to the business rates safety net claim,

b. The increase in HMRC creditors relates to an increased VAT claim for March 2014.

c. The increase in NHS bodies creditor relates to the contribution from the Clinical Commissioning Groups shown in note 12.

d. In 2012713 all business rates debtors were classed as an agency arrangement and therefore not reported as debtors. In 2013/14
the debtors relate to the Council's share of the total business rates debtors.

e. In 2012/13 all business rates impairment of debt was classed as an agency arrangement and therefore not reported as
impairment of debt. In 2013/14 the impairment of debt relates to the Council's share of the total business rates impairment of debt.

Within debtors and payments in advance the amount outstanding for over 30 days that is not impaired is £20.3m.
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These are amounts which are owed to the Council which are being repaid over various periods longer than one year. Long-term debt

which has become due in iess than twelve months has bean reclassified as short-term debt.

31 March 31 March
2013 2014
£000s £000s
Amounts falling due after one year
Mortgages
Housing Revenue Account 149 118|(a)
General Fund 125 961 (a)
Manchester Airports Holdings Ltd 83,168 83,168|(b)
Destination Manchester Ltd/Manchester Central Ltd 22,407 22,407|{c)
Ex GMC debt 191 167|(d)
PFI prepayments 9,640 8,908((e)
Private Sector Loans - soft loans 292 262|(f)
Private Sector Loans - embedded derivatives 7,768 8,016|(f)
Equity Mertgages 2,849 3,038({g)
Eon Reality 2,200 2,200({h}
Bluethorn Developments Ltd / Blueindale Lid 0 3,468|(i)
Greater Manchester Loans Fund 0 1,258|(f)
Other 1,749 3,343|(k)
Total 130,538 137,449

a - These debtors relate to mortgages granted to individuals.

b - These debtors relate to long-term loan advances made to Manchester Airports Holdings Ltd to assist in the financing of approved
capital works. This figure includes loan interest accruals to 31 March 2014. This loan was renegotiated during 2009/10 and now
includes debt that was previously the responsibility of the Greater Manchester Debt Administration Fund.

¢ - This debtor relates to loans made to the company.

d - This debtor relates to loan advances in respect of undertakings transferred to the former Greater Manchester Council and are
repayable by the Greater Manchester Metropolitan Debt Administration Fund.

e - These debtors retate to amounts paid to contractors as part of the unitary charge where works will take place at a later date.

f- These debtors relate to loans to individuals given to carry out works to their properties or to provide relocation assistance following
compulsory purchase orders. These loans are accounted for as embedded derivates {see note 38e) or soft loans. The amount
relating to embedded derivates is an estimate of the amount to be repaid based on the amount of loans outstanding adjusted by the
Land Registry House Pricing Index. The amount relating to soft loans is based on the amount to be repaid reduced by the amount of
foregone interest as these loans are offered at below market rates of interest.

g - These debtors relate to the balance due to the council from the mortgagee 10 years after the granting of equity mortgages.

h - This debtor relates to loans made to the company.
i - This debtor relates to a loan made to the company in 2013/14 and includes accrued long term interest,
) - This debtor relates to loans made to the fund in 2013/14 and includes accrued long term interest.

k - This debtor relates to loans made to the other organisations.
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Note 32. Creditors and Receipts in Advance

As the Council's Balance Sheet represents the financial position at the end of the financial year, these are monies owed by the
Council at that date which have yet to be paid. There are also amounts which the Council has received before the end of the financial
year which relates to services which have not yet been provided. This analysis shows the amounts owed which had not yet been paid
and the amounts received in advance as at 31 March 2014.

31 March 31 March

2013 2014

£000s £000s
Short Term Creditors and Receipts in Advance
Government departments 14,630 26,671
HM Revenue and Customs 9,999 9,208
Other local authorities 14,578 13,165
NHS bodies 1,318 2,479
Public corporations 47 370
Council tax 4,373 4,900
Business Rates 0 4,526
Housing rents 2,789 3,228
All other bodies (external to government) 87,330 75,137
Total 135,064 139,684

a. The increase in government department creditors relates to central government's net share of balance sheet items relating to

business rates. As this is classed as an agency arrangement a net creditor position is shown.

b. In 2012/13 all business rates creditors were classed as an agency arrangement and therefore not reported as creditors. In

2013/14 the creditors relate to the Council's share of the total business rates creditors,

These are amounts which are owed by the Council which are being repaid over various periods longer than one year. Long-term

creditors which have become due in less than twelve months have been reclassified as short-term creditors.

31 March 31 March

2013 2014

£000s £000s
Amounts falling due after one year
Rental deposits 1,388 1,389
Equity mortgages - share of proceeds 969 1,033
Other 0 60
Total 2,357 2,482

WG
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Note 33. Analysis of Long-term Borrowing

a. To Balance Sheet Date

The table below shows the outstanding long-term borrowing at 31 March 2014;
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31 March Range of Interest Rates Payable Average 31 March
2013 from to Interest 2014
£000s %Yo % % £000s
Analysis of loans by type
Market Loans 474,100 0.5000 10.1250 46178 504,023
Stocks 8,198 3.0000 4.0000 3.3664 8,159
Total Quistanding 482,298 512,182
Analysis of [oans by maturity
1-2 years 0 10,008
2-5 years 12,121 80,556
5-10 years 58,044 9,620
after 10 years 412,133 411,998
482,298 512,182

b - To Maturity

The table below includes the outstanding long-term borrowing at the balance sheet date (as per the table above) plus interest
due to the date of maturity of the outstanding loans. This provides details of future commitments if the loans are held to the

date of maturity.

31 March Range of Interest Rates Payable Average 31 March
2013 from to Interest 2014
£000s % %o % £000s
Analysis of loans by type
Market Loans 1,351,110 0.5000 10.1250 4.6178 1,359,187
Stocks 18,280 3.0000 4.0000 3.3664 17,923
Total Quistanding 1,369,390 1,377,110
Analysis of loans by maturity
1-2 years 0 10,105
2-5 years 16,536 101,206
5-10 years 84,096 14,847
after 10 years 1,268,758 1,250,952
1,369,390 1,377,110

W
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Note 34, Deferred Liabilities

The note below shows the amounts awed by the Coungil, split between short term {amounts owed in less than 12 menths) and long term
{amounts owed in more than 12 months) on the balance sheet.

Write down of

Finance lease Short Term|Long Term
31 March | Repaid deferred Additions 31 March | 31 March | 31 March

2013 in year liability in year 2014 2014 2014

£000s £000s £000s £000s £000s £000s £000s
Ex GMC debt 19,484 (1,724) 0 0 17,760 1,811 15,949
Finance [eases 4,320 (1,468) (96} 86 2,842 1,178 1.664
Private Finance Initiatives 148,600 (4.728) 0 6,903 150,775 5,572 145,203
172,404 (7,920) (96) 6,989 171,377 8,561 162,816

Note 35. Provisions

Provisicns are established to meet liabilities or losses which are likely or certain to be incurred, but the amounts or

These have been split between short term (amounts owed in less than 12 months) and long term {amounts owed in more than 12 moenths)
on the balance sheet.

The Council has established the following provisions:

Short
Amounts Amounts Term |Long Term
31 March | Transfers used Contributions | released | 31 March | 31 March | 31 March
2013 in year in year in year in year 2014 2014 2014
£000s £000s £000s £000s £000s £000s £000s £000s
Compensaticn provisions 11,500 (545) (2,582) 3,856 (875) 11,354 6,723 4,631|a
Insurance prevision {including
HRA) 3,567 545 (1,281) 1,447 {(183) 4,095 1,530 2,565(b
Voluntary early relirement /
severance provisicn 3,393 0 (3,382) 0 0 11 11 Olc
Pravision for business rate
appeals 0 0 1] 54,642 0 54,642 11,566 43,076|d
Various other provisions 1,803 0 (288) 180 (40} 1,655 1,449 206
20,263 0 (7,533} 60,125 {1,098) 71,757 21,279 50,478

These are shown on the balance sheet as long term provisions (£50,478,000) and short term provisions

a - The Compensation Provisions have been set up to compensate custorners and employees for claims received by the Council as at 31
March 2014. These claims will be paid as the amount of compensaticn is agreed for each case. The amounts of the provisions have been
calculated based on an estimate of the likely settlement of the claims. There is no expected reimbursement to fund these claims.

b - The insurance provision in 2012/13 included an amount of £0.799m in relaticn to Municipal Mutual Insurance. This was paid during
2013114,

¢ - The voluntary early retirement / severance pravision was set up ‘o fund voluntary early retirement and severance payments that are
accepted by the individual after 31 March.

d - Following the partial localisation of business rates from 1 April 2013 the Council is required to make a provision for 49% of the estimated
seftlement valug of appeals against business rates. This provision has been estimated using information received from the Valuation Office
Agency (VOA) on appeals settled and outstanding against the 2005 and 2010 valuation lisis and includes an estimate of the cost of
appeals, effecting the pericd to 31 March 2014, that will be submitted after that date. Settled appeals will be charged to the provision once
determined by the VOA. Itis anticipated that the majority of these appeals will be resclved by 2019, the council can not be certain as to
when these appeals will be settled as it is dependant on the timing of their submission and settlement by the VOA. This provision has been
determined on the assumplicn that the 2005 valuation list experience will continue for current and future appeals.

= Appendix page 121

W%



Manchester City Council
Audit Committee

Note 36. Financial Instruments
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The Council's treasury management policy complies with the CIPFA Code of Practice on Treasury Management (Revised November
2009). This was adopted by the Council on 7 March 2012. In accordance with best practice, the City Treasurer has undertaken a review
of the policy and is satisfied that the policy is relevant and complete.

The Council's treasury management activities are managed through a Central Leans and Investment Account. Operating a Central
Loans and Investment Account enables the Council to borrow on advantageous terms, minimise administration costs and dampen the
effects of large interest rate changes, [n 2013/14 the average net rate of interest paid and received was 3.70% (3.94% in 2012/13).

A financial instrument is any contract that results in a financial asset in one entily and a financial liability or equity shareholder in another,

Financial Instruments Balances

Long-Term Current Total
Restated
31 March 31 March 31 March 31 March 31 March 31 March
2013 2014 2013 2014 2013 2014
£000s £000s £000s £000s £000s £000s
Financial liabifities at amortised cost 649,148 676,091 159,254 134,407 808,402 810,498
Financial liabilities at fair value through the 1&E 0 0 0 0 0| Q
Total Financia! Liabilities 649,148 676,091 159,254 134,407 | 808,402 810,498
Loans and receivatles 120,898 127,541 103,614 151,710 224,512 279,251
Available for sale assets 2,232 2,304 0 0 2,232 2,304
Unguoted equity investment at cost less impairment 7,162 8,745 0 0 7,162 8,745
Total Financial Assets 130,292 138,590 103,614 151,710 233,908 290,300

The unquoted equity investment at cost less impairment consists of the Council's shareholding in companies that are not gquoted on the
stock exchange and are not shown within the Council's group accounts. The 2012/13 figures has been restated to include Manchester
Mortgage Corporation and National Car Parks (Manchester) Ltd which have been removed from the group accounts. Investments in
companies within the Council's greup accounts are not classed as financial instruments.

Fair Value of Assets and Liabilities Carried at Amortised Cost

Carrying Amount Fair Value
31 March 31 March 31 March 31 March
2013 2014 2013 2014
Liabilities £000s £000s £000s £000s
Market debt 499,487 513,240 542,840 535,118
Stocks 8,198 8,159 7171 6,761
Total Borrowings 507,685 521,395 550,011 541,879
Bank Qverdraft 14,547 [3] 14,547 0
Ex GMC debt 19,484 17,760 19,484 17,760
PFl and finance lease liabilities 152,920 153,617 147,339 156,825
Trade creditors 113,768 117,722 113,766 117,722
Total Financial Liabilities 808,402 810,498 845,147 834,186
Carrying Amount Fair Value
31 March 31 March 31 March 31 March
213 2014 2013 2014
Assets £000s £000s £000s £000s
Cash and cash equivalents 9,301 34,585 9,301 34,585
Trade debtors 215,211 244,666 215.211 244,666
Total Loans and Receivables 224,512 279,251 224,512 279,251

Assets and liabilities are carried at amortised cost where part of their carrying amount (as per the balance sheet) will either be written
down or written up via the Comprehensive Income and Expenditure Staternent over the term of the financial instrument.

For the purposes of the notes to the accounts, all assets and liabilities are given a fair value, although this is only shown in the balance
sheet for available for sale assets. For many financial instruments the fair value will be the same as the outstanding principal amount, but

for others there could be a significant diiference.

Fair value is defined as the amount for which an asset could be exchanged or a liability setffed assuming that the transaction was
negotiated between parties knowledgeable about the market in which they are dealing and willing to buy or sale at an appropriate price.

The fair values tor market debt were determined by reference to the PWLB redemption rules and prevailing PWLB redemption rates as
at the balance sheet date and include accrued interest as this provides a sound approximation for the fair value for these instruments.

Financial
Liabilities
201314 Financial Assets 201314
Measured at Fair Value
Amortised Leans and Available for | through the
Cost Receivables Sale Assets 1&E Tetal
£000s £000s £000s £000s £000s
Interest Expense 34,327 0 [¢] 4] 34,327
Interest Payable and Similar Charges 34,327 0 ] 0 34,327
Interest Income 0 {12,052} G 0 (12,052)
Interest and Investment Income 0 (12,052) [i] 0 {12,052}
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Nature and extent of risk arising from Financial Instruments and the management of those risks

Key Risks
The Council's aclivities exposes it to a variety of financial risks:

Credit Risk - the possibility that other parties might fail to pay amounts due to the Council.

Liquidity Risk - the possibility that the Council might not have funds available to meet its commitments to make payments.
Refinancing Risk - the possibility that the Council might be required to renew financial instruments on maturity at a disadvantageous
interest rate or terms.

Market Risk - the possibility that financial loss might arise for the Council as a result of changes in such measures as interest rates

Overall Procedures for Risk

The Council's overall risk management procedures focus on the unpredictability of financial markets and implementing restrictions to
minimise these risks.

The pracedures for risk management are set out through a legal framework in the Local Government Act 2003 and the associated
regulations. These require the Council to comply with the CIPFA Prudential Code, the CIPFA Treasury Management in the Public
Services Code of Practice and Investment Guidance issued through the Act. Overall these procedures require the Council to manage
risk in the following ways:

- By formally adopting the requirements of the code of practice.
- By the adoption of a Treasury Policy statement and Treasury Management clauses within its constitution.
- By approving annually in advance prudential indicators for the following three years limiting:
- The Council's overall borrowing.
- Its maximum and minimum exposures te fixed and variable rates.
- Its maximum and minimum exposures in the maturily structure of its debts.
- Its maximum and minimum exposures to investments maturing beyond a year.
- By approving an investment strategy for the forthcoming year, setting out its criteria for both investing and selecting
investment counter parties with Gavernment Guidance.

These are required to be reported and approved annually before the start of the year to which they relate. These items are reported with
the annual Treasury Management Strategy and actual performance is also reported semi-annually to Membeis.

The annuat Treasury Management Strategy was approved by Council on 8 March 2013 and is available on the Council's website.
Credit Risk

Credil risk arises from deposits with banks and financial institutions, as well as credit exposures to the Council's customers. This risk is
managed through the Annual Investment Strategy which was approved by full Council an 8 March 2013 and is available on the Council's
website. Some of the key areas of the strategy are as follows:

Specified Investments are investments in sterling denomination, with maturities up to a maximum of one year. All specified investments
meet the minimum “high” ratings criteria where applicable. Examples of the invesiments used are:

- Term deposits — Other Local Authorities
- Term deposits — Banks and building societies

Non-specified investments are any other type of investment than specified. The Council does not make use of this type of investment.
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Investment Limits

The financial investment limits of banks and building societies are linked to their Fitch (or equivalent) long-term ratings,
as follows:

Banks and Building Societies
Fitch or Equivalent AA+ and above £20 million

Fitch er Equivalent AA/AA- £15 million
Fitch or Equivalent A+/A £10 million
Fitch or Equivalent A- £5 millien
Fitch or Equivalent BBB+ £0 million
Cther

Debt Management Olffice £200 miliion
District Councils £5 million
Other local authorities £20 million

Credit quality of counter parties (issuers and issues) and investment schemes will be determined by reference to credit ratings published
by Fitch, Moodys and Standard and Poor's rating agencies. The Council's minimum long-term, short-term and other credit rating criteria,
which are considered suiticient for each category of investment, will be adhered o at all times. Since the 2009/10 financial year, in
response to the continuing economic uncettainty and financial difficulties faced by some banks the Council has restricted to UK banks
and building societies and has limited fixed deposits to a time period af 3 months. The Council continued to rely on market intelligence as
well as credit ratings, credit outlooks and additional information to alert it to institutions possibly facing financial difficulties.

Monitoring of credit ratings

A - All credit ratings will be monitored on a continual basis and reviewad weekly, The Council is alerted by Capita Asset Service
(formerly Sector), its externai Treasury Management advisors, to changes in the Fitch, Moody's and Standard and Poor's rating agencies
ratings daily.

B - If a downgrade results in the counter party/investment scheme no longer meeting the Council’s minimum criteria, its further use as a
new investment wili be withdrawn immediately.

C - If a counter party/investment scheme is upgraded so that it fulfils the Council's eriteria, the City Treasurer will have the discretion to
include it on the lending list.

The trade debtor amount is £285,246,000 and the estimated exposure to default is £40,580,000.
Liquidity Risk

The Council has ready access to borrowings from the money markets to cover any day to day cash flow need, and the PWLB and money
markels for access to longer term funds. The Council is also required to provide a balaneced budget through the Local Government
Finance Act 1992, which ensures sufficient monies are raised to cover annual expenditure. There is iherefore no significant risk that it will
be unable to raise finance to meet its commitments under financial instruments.

The Council manages its liquidity risk position through the risk management procedures above (the setting and approval of prudential
indicators and the approval of the treasury and investment strategy reports), as well as through a comprehensive cash flow management
system as required by the CIPFA Code of Practice, this seeks to ensure that cash is available whan it is needed.

Refinancing and Maturity Risk

The Council maintains a significant debt and investment porifolio. Whilst the cash flow procedures listed above are considered against
the refinancing risk procedures, fenger term risk io the Council relates to managing the exposure to replacing financial instruments as
they mature. This risk relates to both the maturing of longer term financial liabilities and langer term financial assets.

The approved prudential indicator limits for the maturity structure of debt and the limits placed on investments placed for greater than
one year in duration are the key parameters used to address this risk. The Council approved treasury and investment strategies address
the main risks and the central treasury team address the operational risks within the approved parameters. This includes: monitoring the
maturity profile of financial liabilities and amending the prolile through either new borrowing or the rescheduling of the existing debt; and
maonitoring the maturity profile of investments to ensure sufficient liquidity is available for the Council's day to day cash flow needs, and
the spread of longer term invastments provide stability of maturities and returns in relation to the longer term cash flow neads.

The Council has £411,825,600 lender option borrower option (LOBO) lcans. These have fixed rates of interest but the lender may seek
to Increase interest rates at which point the Council has the option to repay the loan. As there is no certainly as to whether these loans
will be repaid early, the Council has treated these loans as fixed loans which will run to maturity. In forming this judgement the Council
has taken account of its ability to refinance through PWLB,
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Market Risk

Interest Rate Risk

The Council is exposed to interest rate movements on its borrowings and investments. Movements in interest rates have a complex
impact on the Council, depending on how variable and fixed interest rales move across differing financial instrument periods. For
instance, a rise in variable and fixed interest rates would have the following effects:

- borrowings at variable rates — the interest expense charged to the Comprehensive Income and Expenditure Statement will

- borrowings at fixed rates — the fair value of the borrowing liability will fall.

- investments at variable rates — the interest income credited to the Comprehensive Income and Expenditure Staternent will

- investmenis at fixed rates — the fair value of the assets will fall.

Borrowings are not carried at fair value on the balance sheet, so nominal gains and losses on fixed rate borrowings would not impact on
the Comprehensive Income and Expenditure Statement. However, changes in interest payable and receivable on variable rate
borrowings and investments will be posted to the Comprehensive Income and Expenditure Statement and effect the General Fund
Balance.

The Council has a number of strategies for managing interest rate risk. The Annual Treasury Management Strategy draws together the
Council's prudential indicators and its expected treasury operations, including an expectation of interest rate movements. From this
Strategy, a prudential indicator is set which provides maximum and minimum limits for fixed and variable interest rate exposure. The
central treasury team will monitor market and forecast interest rates within the year, to adjust exposures appropriately. For instance,
during periods of falling interest rates, and where aconomic circumstances make il favourable, fixed rate investments may be taken for
longer periods to secure better long-term returns. Similarly the drawing of longer term fixed rate borrowing would be postponed.

The Coungil tries to maximise its income on temporary investment and minimise its interest costs on temporary and long-term borrowing.

The maximum interest rate increase that could be expected in the current climate is assessed at 1%. This would only apply to our net
short-term investments. The Council also has a number of LOBO loans that can be called at periods. There is the risk that these may
have to be refinanced at a higher rate.

- LOBO risk (loans potentially subject to call £201,825,000@ 1%} = £2,018,000,
Price Risk

The Councll, excluding the pension fund, does not generally invest in equity shares but doas have shareholdings at a cost of
£138,603,000 in a number of subsidiaries, associates and joint ventures. Whilst these holdings are generally illiquid, the Council is
exposed to losses arising from movements in the prices of the shares or impairment of the assets held. As the shareholdings have
arisen in the acquisition of specific interests, the Council is not in a position to limit its exposure 1o price movements by diversifying its
portiolio. Instead it enly acquires shareholdings in return for “open book™ arrangements with the company concerned so that the Council
can monitor factors that might cause a fall in the value of specific shareholdings.

Foretgn Exchange risk

The Gouncil has ne financial assets or liabilities denominated in foreign currencies. It therefore has no exposure to loss arising from
movements in exchange rates.
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Note 37. Usable Reserves

The Council maintains a number of reserves on the Balance Sheet. Seme are held for statutory reasons, some are
needed to comply with proper accounting practice, and others have been set up voluntarily to earmark resources for

Movements on the Council's usable reserves were as follows;

Transfers | Transfers | Transfers
31 March | between to from 31 March |Note
2013 reserves | reserves | reserves 2014
£000s £000s £000s £000s £000s

a) Reserves Held for Capital Purposes
Capital Receipts Reseive 37,436 0 22,832 (16,880} 43,388|a(1)
Major Repairs Reserve 8,093 0 22,491 (23,274) 7.310[a(2)
Capital Grants Unapplied Reserve 43,888 0 71,084 (67,701) 47,269(a(3)
Total Reserves Held for Capital Purposes 89,415 0 116,407 (107,855) 97,967
Reserves Held for Revenue Purposes
b) Schools Reserves
Local Management of Schools Reserve 29,873 0 0 (1,567) 28,306]b(1)
Total reserves held for schools 29,873 0 0 {1,567) 28,306
c) Statutory Reserves
Bus Lane Enforcement Reserve 1,112 0 1,369 {991) 1,490]c(1)
On-street Parking Reserve 3,274 0 4,713 (5,083) 2,904(c(2)
Ancoais Square Reserve 1,937 Y 0 (3) 1,934 (c(3)
Other smaller reserves under £1m 849 0 284/ (51) 1,082
Total Statutory Earmarked Reserves 7,172 0 6,366 (6,128) 7,410
d) Reserves held for PFis
Public Lighting PF| Reserve 4,719 0 85 {1,519) 3,285|d(1)
Temple School PFI Reserve 589 ¢ 26 0 615|d(2)
Wright Robinsen Sports College PF] Reserve 620 0 37 0 857|d(3)
Total Reserves held for PFls 5,928 0 148 {1,519} 4,557
e) Small specific reserves
Home Loans Reserve 566 0 7 0 573|e(1)
Climate Innovation Fund 813 0 0 (30) 788|e(2)
Other smaller reserves under £1m 1,261 0 g5 (295) 1,061
Total small specific reserves 2,646 0 102 (325) 2,423
f) Reserves held to smocth risk / assurance
insurance Fund Reserve 18,358 0 0 {184) 18,174]|f(1)
Children's Services Reserve 1,000 0 0 0 1,0001f(2}
Cleopatra Reserve 4,362 0 4,248 (2,047} 6,563{1(3)
Pension Contribution Beserve 2,158 0 188 0 2,346|1(4)
Manchester International Festival 2,000 0 0 (500) 1,500(f(5)
Looked After Children Reserve 1,000 0 0 0 1,000(f(6)
Transformation Reserve 8,041 84 5,704 (4,780) 9,049(f(7)
Community Care Reserve 1,500 0 500 0 2,000(f(8)
Stepping stones reserve 343 0 631 0 1,024(9)
Targeted and Specialist Reserve 0 9,602 408 0 10,000j§f(10)
Other smaller reserves under £1m 1,767 144 342 {232) 2,011
Total reserves held to smooth risk / assurance 40,519 9,820 12,071 {7,743) 54,667
|g) Business Rates Reserve
Business Rates Aeserve [ 0f 0| 39,874 o] 39,874|g(1)
h) Revenue reserves held to support capital schemes
Capital Fund Reserve 37,605 (1,644) 7,120 (8,477) 34,604|h{1)
Town Hall Reserve 4,252 0 0 (2,639) 1,613|h(2)
Service Improvemnent Fund Reserve 832 0 0 (448) 384|h(3)
English Institute of Sport Reserve 2,685 0 2,448 (2,743) 2,390th(4)
Other smaller reserves under £1m 341 0 0 4 341
Total revenue reserves held to support capital schemes 45,715 (1,644) 9,568 (14,307) 39,332
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Transfers | Transfers | Transfers
31 March | between to from 31 March |Note

2013 reserves | reserves | reserves 2014

£000s £000s £000s £000s £000s
i) Reserves held for economic growth and public sector referm
SoccerEx Reserve 1,580 0 0 0 1,580}i{1)
Manchester Investment Fund 10,772 (9.592) 0 0 1,180}i(2)
Clean and Green Places Reserve 0 0 14,500 {49) 14,451]i(3)
Other smaller reserves under £1m 476 0 400 (476) 400
Total reserves held for economic growth and public 12,828 (9,592) 14,800 (525) 17,611
i} Grants and contributions used to meet commitments over more than one year (now shown as reserves due to
change in accountancy treatment)
Manchester Investment Fund 3,692 0 0 o 3,692
Section 278 commuted sums 1,247 (1,247) 0 0 0
New Homes Bonus Grant Reserve 5,687 0 0 (4.964) 623
English Partnership Reserve 1,343 1,500 0 (402} 2,441
Department of Health Reserve 166 0 1,048 (166) 1,048
Winter Prassures Grant Reserve 1,475 0 494 {1,475) 494
Dedicated Schools Grant Reserve 723 0 5412 (720) 5,415
Other Grants and Contributions 190 1,247 715 (89) 2,063
Better Care Fund 0 0 3,500 0 3,500
Woelfare Reform Gran! 0 0 1,706 4] 1,706
Other smaller reserves under £1m 4,789 (84) 2,294 {2,197) 4,802
Total grants and contributions used 1o meet 19,212 1,416 15,169 (10,013) 25,784|i(1)
commitments over more than one year
Total earmarked revenue reserves 163,893 0 98,198| (42,127)] 219,964
k) General Fund Reserve
General Fund Reserve 26,010 0 0 (68) 25,942|k{1)
General Fund Reserve 15,000 0 0 0 15,000(k{2)
Total all general fund reserves 204,903 0 98,198| (42,195)] 260,906
1) Housing Revenue Account Reserve
Housing Revenue Account Reserve 61,001 0 17,512 0 78,513|K1)
Total All Usable Reserves 355,319 0| 232117 (150,050)| 437,386
a(1) - Capital Receipts Reserve
Proceeds of nan-cuirent assets sales available to meet future capital investment.

2012113 | 201314

£000s £000s
Balance at 1 April 34,085 37,436
Capital receipts received in year 13,704 22,832
Paid to housing national pool (1,328) (1,944)
Applied to fund capital expenditure (8,025) (14.936)
Balance at 31 March 37,436 43,388

a(2) - Major Repairs Reserve

Resources available to mest capital investment in council housing.

2012113 | 2013114
£000s £000s

Balance at 1 April 4,050 8,093
Transferred from capital adjustment account during year 11,438 11,162
Financing of capital expenditure en council gwellings {14,223)( (23,274)
Decent homes backlog funding 5,500 10,000
Transfer from the HRA 1,328 1,329
Balance at 31 March 8,093 7,310
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a(3) - Capital Grants Unapplied Reserve
Capital grants and contributions available to meet future capital expenditure.
201213 | 2013H14
£000s £000s
Balance at 1 April 32,475 43,886
Grants received in year 60,504 71,084
Transferred to Capital Adjustment: Account General Grants (44,998)| (64,333)
and Contributions
Transferred to Capital Adjustment Account: Revenue (4,085) {3,368)
Balance at 31 March 43,886 47,269

b(1) The LMS Reserve is committed to be spent on the Education service and is not available for the general use of
the Council. This is held by schools under delegated schemes.

¢(1) The Bus Lane Enforcement Reserve was established to hold surpluses generated from bus lane enforcement and
will be spent on public transport related activities and highways improvemaents.

¢(2) The On-street Parking Reserve was established to hold surpluses generated from on-street parking and will be
spent on transport related activities and road and environmental improvements.

¢(3) Commuted sum received from the Homes and Communities Agency to fund maintenance in future years.

d(1) The Public Lighting PFI Reserve has been established to fund future expenditure on the scheme.

d(2) The Temple Schoo! PFl Reserve has been established to fund future expenditure on the scheme.

d(3) The Wright Robinson Sports College PF| Reserve has been established to fund future expenditure on the scheme.

e(1) Resources available to meet future needs of mortgage accounts.

e(?) To support the emerging investment model on Green Deal for Manchester and schemes which contribute towards
carbon reduction.

f(1) The Insurance Fund has been established to fund risks that are self-insured.

f(2) The Children's Services Reserve was established to fund future liabilities relating to Children's Services.

f(3) The Cleopatra Reserve was set up to meet future potential compensation claims.

f(4) The Pension Contribution Reserve was set up to fund future additional pension costs.

f(5) To give certainty to the cost to the Council of supporting the festival as timescales do not readily fit with the
Council's annual budget process.

f(6) The Looked Aiter Children Reserve was set up to smaoth the effects of variations in locked after children
numbers.

f(7) The transformation reserve has been set up to fund future service transformation costs.

f(8) The Community Care Reserve was set up to meet future potential care costs.

f(9) The Stepping Stones Reserve was set up to meet future potential liabilities.

f(10) To support the delivery of savings and accelerate the savings from reducing demand so a sustainable way to
reduce spend can be achieved.

g(1) The Business Rates Reserve was set up to hold the Safety Net and Small Business Rates Relief Grant and will be
used to fund the Collection Fund Deficit relating to Business Rates,

h(1) The Capital Fund was established to fund revenue contributions 1o major capital schemes.

h(2) The Town Hall Reserve was established 1o centribute towards the refurbishment of the Town Hall Extension and
Cenitral Library.

h(8) The Service Improvement Fund was established to fund improvements in Council services.

h(4) The English Institute of Sport Reserve halds monies received in relation to the City of Manchester Stadium and is
to be used to fund future developments at Sporiscity.

i(1)  The SoccerEx Reserve will be used to fund the SoccerEx Global Convention (2014-17).

i(2) The Manchester Investment Fund Reserve will support the scaling up of community budgets in 2013/14 and future
years,

i(3) The funding will be invested in one off strategic interventions, to improve the quality of the environment, which are
linked to behaviour change.

i(1)  These grants were shown as receipts in advance on the Council's balance sheet under UKGAAP accounting
standards as the spend they were funding had not been incurred. As these grants will not need to be repaid in
accordance with the conditions on which the grant has been given, IFRS accounting standards require these
grants to be recognised in the Consolidated Income and Expenditure Statement when they are due. The Council
has chosen to transfer these granis 1o reserves to meet future spending commitments.

k(1) Resources available to meet future running costs for non-HRA seivices.

k{2) Transferred from the HRA in 2012/13 for use on housing and regeneration purposes.

I(1} Resources available to meet future running costs for council housing.
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The halances on the Council's unusable reserves were as follows:

31 March 31 March

2013 2014
Unusable Reserve £000s £000s Note
Revaluation Reserve 699,126 714,939(a
Available for Sale Financial Instruments Reserve 1,727 1,798|b
Pensicns Reserve (802,400} (735,975)|c, 41
Capital Adjustment Account 1,314,190 1,286,704{d
Deferred Capital Receipts Reserve 1,285 1,645|e
Financial Instruments Adjustment Account (3,906) (3,415)|f
Collection Fund Adjustment Account 3,766 (36,300)ig
Shont-term Accumulated Absences Account (7,093) (5,347}th

1,206,695 1,224,048

a - Revaluation Reserve

The revaluation reserve represents the lavel of revaluation gains net of impairments charged on the Council’s non-current assets from

1 April 2007 onwards.

201213 201314
£000s £000s
Balance at 1 April 693,982 699,126
Revaluations relating to property, plant and equipment 13,312 37,401
Revaluations relating to heritage assets 30,769 8,223
Revaluations relating to assets held for sale (5,061) 0
Revaluation gain depreciation (5,939) (6,123)
Impairment not charged to CIES (12,473) (16,203)
Transfer of Investment Property Revaluation Reserve balance (144) 27)
Disposals Transterred to Capital Adjustment Account {15,320) (7,458)
Balance at 31 March 699,126 714,939
b - Available for Sale Financial Instruments Reserve
Store of gains on revaluation of investments not yet realised through sales.
2012113 201314
£000s £000s
Balance at 1 April 1,531 1,727
Increase in Financial Instruments Market Value 237 76
Decrease in Financial Instruments Market Value (28) (5)
Realised (Loss) on Sale (13) 0
Balance at 31 March 1,727 1,798
¢ - Pensions Reserve
Minus reserve to match pensions |1AS19 liability in the balance sheet.
201213 201314
£000s £000s
Balance at 1 April (647,300) {802,400)
Net Movement in Year (155,100) 66,425
Balance at 31 March {802,400) (735,975)

1Xo
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The Capital Adjustment Account includes the timing differences arising from the different arrangements for accounting for the
consumption of nen-current assets and for financing the acquisition, construction or enhancement of those assets under statutory
provisions. The Account is debited with the cost of acquisition, construction or enhancement as depreciation, impairment losses and
amortisations are charged to the Comprehensive Income and Expenditure Statement (with recenciling postings from the Revaluation
Reserve to convert fair value figures to a historical cost basis). The Account is credited with the amounts set aside by the Council as
finance for the costs of acquisition, construction and enhancement.

The Account contains accumulated gains and losses on Investment Properties that have yet to be consumed by the Council.

The Account also contains revaluation gains accumulated on Properly, Plant and Equipment before 1 April 2007, the date that the

Revaluation Reserve was created to hold such gains.

2012113 201314
£000s £000s

Balance at 1 April 1,339,730 1,314,190
Repayment of ex GMC debt 1,634 1,724
Minimum revenue provision 26,825 26,556
Reversal of PFI charges to HRA 6,009 5,987
Capital grants and contributions 49,095 67,701
Revenue contributions used 31,000 34,883
Investment property revaluations 25,389 45,920
Revaluation reserve transfers to investment property 144 27
Revaluation gain depreciation 5,839 6,123
Transfer from donated asset reserve 910 0
Disposals transferred from revaluation reserve 15,320 7,458
Depreciation (46,243) (46,526)
Major Repairs Allowance 14,223 23,274
Capital Receipts Used 9,025 14,936
Write down of finance lease deferred liability 713 97
Cther Disposals (42,431) (39,347)
Write down of intangible assets (406) (4286)
Write down of long-term debtors (321) (261)
Loss on repayment of housing loan (56) (8)
Write down of revenue expenditure funded from capital under (22,262) (14,283)
statute

Impairment of non-current assets (100,047) (161,343)
Balance at 31 March 1,314,190 1,286,704

e - Deferred Capital Receipts Reserve

The Deferred Capital Receipls Reserve holds the gains recognised on the granting of equity mortgages, equity loans and the disposal
of council houses under right to buy legislation but for which cash seltlement has yet to take place. Under statutory arrangements, the
Council does not treat these gains as usable for financing new capital expenditure until they are backed up by cash receipts. When the
deferred cash settlement takes place, amounts are transferred to the Capital Receipts Reserve.

Historic Mortgages
These are historic morigages provided by the Council in relation to Right to Buy council property sales. These mortgages are no
longer offered by the Council, therefore the balance will continue to reduce in future years.

Equity Mortgages

These relate 0 a joint home build scheme between the Council and Redrow Homes. The Council has provided homebuyers,
purchasing the properties, equity mortgage loans for up to 25% of the property value. These loans become repayable 10 years after
the purchase of the property or earlier if the homeowner decides to sell the praperly before this time. There is aiso the option for the
homebuyer to repay the loan before either of these events. The outstanding balance is adjusted each year in line with the Land
Registry House Pricing Index.
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Equity Loans
a) Home Improvement Loans
These are equity share loans offered to home owners to carry out essential renovation works. The minimum loan value available is
£7,000 up to a maximum of £25,000 or 33% of the value of the improved home. The equity share is secured by a legal charge and
loans are repayable on the death of the purchaser, or the sale of the property or when the purchaser ceases to occupy the property as
their main home. The outstanding balance is adjusted in each year in line with the Land Registry House Pricing Index.

Manchester City Council Annual Statement of Accounts 2013/14

b) Relocation Assistance Loans

These are equity share loans provided to assist owner-occupiers displaced by demolition to purchase a replacement property. Loan
values are available which meet the difference between the value of the propery to be demolished and the cost of buying another
property subject to specified limits. The equity share is secured by a legal charge and loans are repayable on the death of the
purchaser, or the sale of the property or when the purchaser ceases to occupy the property as their main home. The outstanding
balance is adjusted each year in line with the Land Registry House Pricing Index.

Opening Closing
Balance Balance
1 April New Loans Principal Fair Value 31 March
2013 Issued Repaymentis Adjustments 2014
£000s £000s £000s £000s £000s
Histaric Morigages 188 0 (35) 0 153
Equity Mortgages 1,880 0 0 126 2,008
Equity Loans (783) 0 0 269 (514)
Total Deferred Capital Receipts 1,285 0 (35) 385 1,645

f - Financial Instruments Adjustment Account
Balancing account to allow for differences in statutory requirements and proper accounting practices for borrowings and investments.

201213 201314
£000s £000s
Balance at 1 April (7,560) (3,908)
Soft loans prior year reversal 5,276 0
Soft loans in year movements (931) 84
Premium and discounts (773) 324
Manchester Mortgage Corparation investment revaluation 82 83
Balance at 31 March {3,906) {(3,415)

The Council undertook a review of its Financial Instruments in 2012/13 which resulted in a significant movement during the year. In
prior years Home Improvement Loans and Relocation Assistance Loans were included as Soft Loans however these have now been
reclassified as Embedded Derivatives resulting in the reversal of foregone interest charged. This is shown as soft loans prior year
reversal in the above table..

g - Collection Fund Adjustment Account
The Collection Fund Adjustment Account manages the differences arising from the recognition of council tax and business rates
income in the Comprehensive Income and Expenditure Statement as it falls due from council tax and business rate payers, compared

with the statutory arrangements for paying across amounts to the general fund from the collection fund.

Council Tax 2012113 201314
£000s £000s
Balance at 1 April 4,276 3,766
Movement in Year (510) 723
Balance at 31 March 3,766 4,489
Business Rates 201213 2013/14
£000s £000s
Balance at 1 April 0 0
Movement in Year Q (40,789)
Balance at 31 March 0 {40,789)
Total 201213 201314
£000s £000s
Balance at 1 April 4,276 3,766
Movement in Year {510) (40,066)
Balance at 31 March 3,766 {36,300)

s

|0
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The Short-term Accumulated Absences Account absorbs the differences that would otherwise arise on the general fund balance from
accruing for compensated absences eamed but not taken in the year e.g. annual leave entitlernent carried forward at 31 March.
Statutory arrangements require that the impact on the general fund balance is neutralised by transfers to and from this Account.

201213 201314
£000s £000s
Balance at t April (7,409} {7,093)
Movement in Year 316 1,746
Balance at 31 March (7,093) (5,347)

Note 39. Dedicated Schools Grant

The Council's expenditure on schaools is funded primarily by grant monies provided by the Department for Education, the Dedicated
Schools Grant (DSG). An element of DSG is recouped by the Department for Education to fund Academy schools in the authority's
area. DSG is ring-fenced and can only be applied to meet expenditure properly included in the Schools Budget as defined in the
Schools Finance {(England} Regulations 2011. The schools budget includes elements for a range of educational services provided on
an authority-wide basis and for the Individual Schools Budget, which is divided into a budget share for each maintained school.

Details of the deployment of DSG receivable in 2013/14 are as follows:

Individual
Central Schools
Expenditure Budget Total
£000s £000s £000s
Final DSG for 2013/14 before academy recoupment 403,024
Academy figure recouped for 2013/14 72,322
Total DSG after academy recoupment 330,702
Brought forward from 2012/13 723
Canry forward to 2013/14 (agreed in advance) 0
Agreed budgeted distribution in 2013/14 36,296 295,129 331,425
In year adjustments 0 0 0
Final budgeted distribution for 2013/14 36,296 285,129 331,425
Less actual central expenditure 30,881 o
less actual ISB deployed te schools 295,129
Plus Local Authority contribution for 2013/14 0 0 0
Carry forward to 2014/15 5,415 0 5,415

The original budget for the Central Expenditure includes the following which are transferred to schools during

the yean

- provisions for funding for Special Education Needs
- increases in pupil numbers
- contingencies within schools.

\ 9
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Note 40. Local Government Pension Schemes

As part of the terms and conditions of employment of its afficers and other employees, the Council affers retirement benefits. Although these benefits wil
not actually be payable until employees retire, the Coungil has a commitment to make the payments that need to be disclosed at the time that employees
earn their future entitlement.

The Council participates in three pension schemes:

The Local Government Pensicn Scheme is a fully funded defined benefits scheme. The scheme is operated under the regulatory framework for the Local
Government Pension Scheme and the governance of the scheme is the responsibility of Tameside MBC who administer the scheme on behalf of the
Greater Manchester Authorities. Tameside MBC delegates its functions in relation 1o the Greater Manchester Pension Scheme o the Pension Fund
Management Panel, the Pension Fund Advisory Panel, Pensicn Fund Werking Groups and the Executive Director of Pensions. The Pension Fund
Management Panel is the kay decision maker for investment management, monitoring investment activity and performance, overseeing administrative
activities and providing guidance to officers in exercising delegated powers. All the Greater Manchester authorities are represented on the Management
Panel.

The principal risks to the Council of the scheme are the longevity assumptions, statutory changes to the scheme, structural changes to the scheme (i..
large scale withdrawals), changes to inflation, bond yields and the performance of investments held by the scheme. These are mitigated to a ceriain
extent by the statutory requirements to charge the General Fund and the Housing Revenue Account the amounts required by statute,

In order to assess the value of the employer’s [iabilities in the fund at 31 March 2014, the value of employer's liabilities have been brought forward from
those at the jormal valuation for 31 March 2013 using approximate methods. The roll forward allows for ¢hanges in financial assumptions, additional
benefit accrual, actual pension increase orders, cash flows over the period and the latest available membership information. The value of the employer's
liabilities have been rolled forward from those calculated at the latest formal valuation allowing for the different financial assumptions under the
Accounting Standard at 31 March 2014. In calculating the current service cost the employer' pensionable payroll as estimated from contribution and
payrall information providad has been allowed for. In calculating the asset share the employer's share of the allocated assets at the Jatest valuation,
allowing for investment returns, the effect of contributions paid inte and benefits paid from the fund by the employer and employees has been rolled
forward.

The estimated liability will not reflect any difference in demographic experience from that assumed, the impac! of differences in salary and pension
increases and changes for speciiic individuals and the effect af any changes in the age and length of service structure of the liabifities. It is not possible to
reflect these witheut undertaking a full valuation. There is no reason to believe that this will introduce any undue distortions in the results.

The Teachers' Pension Scheme is a defined banefit scheme, administered by the Department for Education. Further information is included in Note 41.

Under the new arrangements for Public Health, staff performing public health functions who were compulsarily fransferred from the Primary Care Trusts
to local authorities and had access to the NHS Pension Scheme on 31 March 2013 retained access 1o that Scheme on transfer at 1 April 2013.

The NHS pension scheme is an unfunded, dsfined benefit scheme that covers NHS employers and is a multi-employer defined benefit scheme. Further
information is included in Note 42,

Transactions Relating to Retirement Benefits

The costs of relirement benefits in the net cost of services are recognised when they are eamad by employees, rather than when the benefits are
eventually paid as pensions. However, the charge reguired ta be made against the Council Tax is based on the cash payable in the year, so the real cost
of retirement benefits is reversed out in the Movement in Reserves Statement. The following transactions have been made in the Comprehensive [ncome
and Expenditure Siatement and Movement in Reserves Statement during the year:

Restated
201213 2013114
£000s £000s
Comprehensive Income and Expenditure Statement
Net Cost of Services:
current service cost 43,000 54,385
past service costs including curtailments 1,000 7,279
Financing and investment income and expenditure
net interest exgense 31,000 36,318
Total post employment benefits charged to the deficit on the
provisien of services 75,000 97,982
Othar post employment benefits charged tc total comprehensive
incoma and expenditure
Re-measurement of the Ngt Defined Benefit Liahility comprising:
return on plan assels (excluding amounts inciuded in net
interest (266,500) 47,323
actuarial gains and lesses arising on ¢hanges in demographic
agsumptions 0 4,529
actuarial gains and losses arising on changes in financial
assumptions 297,700 29,742
olhar experience re-measurements 97,700 {194,911)
Total post employment benefits charged to total
camprehensive income and expenditure 128,900 (113,317)
Movement in Reserves Statement
Reversa! of net charges made to the Deficit en Provision of
Services for post employment benefits in accardance with 1AS19. 26,200 46,892
Actual amount charged against the General Fund Balance for
the pensions in the year:
Employer's centribution payable to schema 36,300 38,660
Employet's contribution re: unfunded deficit 12,500 12,430
48,800 51,090
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Assets and Liabilities in Relation to Retirement Benefits

Present value of the scheme liabilities:

Funded Liabilities: Local

Government Pension Scheme
Restated
201213 201314
£000s £000s

Balance at 1 April 2,548,800 3,023,700
Current service cost 43,000 64,385
Interest cost on defined benedit obligation 121,300 135,275
Contributions by scheme participants 14,700 14,803
Changes in demographic assumpticns 0 4,529
Changes in financlal assumptions 297,700 26,742
Olher experience re-measurements 97,700 (194,911}
Unfunded banefits pald {12,500) (12,430}
Benefits paid {86,000) (95,356)
Past service cost including curtailments 1,000 7,279
Balance at 31 March 3,023,700 2,967,016

Fair value of the scheme assets:

Local Government Pension
Scheme
Restated

201213 2013/14

£000s £000s
Balance at 1 April 1,898,500 2,221,300
Interest income on plan assets 90,300 98,857
Return on assels {excluding amounts included in net interest) 266,500 (47,323)
Contributions in respect of unfunded bensfits 12,500/ 12,430
Employer contributions 36,300 38,660
Contributions by scheme participants 14,700 14,803
Benefils paid {86,000} (95,356)
Uniunded banefits paid (12,500} {12,430)
Balance at 31 March 2,221,300, 2,231,041
Net Liability for Year

201213 201314

£000s £000s
Present valua of fundad liabilitiss (2,860,800} (2,802,781)
Present value of unfunded liabilities (162,900) (164,235)
Fair value of assets 2,221,300 2,231,041
{Deficit) in the scheme (802,400) (735,975)

The liabilittes show the underiying commitment that the Cauncil has in the long run to pay retiremnent benefits, The total {iability of £735,875,000 has
resulted in an increase in the net worth of the Council of £66,425,000 as recorded in the balance shest resulting in a positive overall balance of
£1,661,435,000.

Statutery arrangements for funding the deficit mean that the financial position of the Council remains healthy.

The deficit on the Local Government Scheme will be made good by increased contributions over the remaining working life of employees, as assessed by

the scheme actuary. The next friennial valuation is due at 31 March 2016. The scheme will need to take account of the national changes to the scheme
under the Public Pension Services Act 2013. The Act provides for scheme regulations to be made to establish career average revalued eamings

The total contributions expected to be made to the Local Government Pansion Scheme by the Council in the year to 31 March 2015 is £41,059,000.

The weighted average duraiion of the obligation for scheme members is 17.8 years.
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Basis for Estimating Assets and Liabilities

Liabilities have been assessed on an actuarial basis using the projected unit method, an estimate of the pensions that will be payable in the future years
dependent on assumptions about mortality rates, salary levels, ete. The Local Government Pension Scheme's assets and liabilities have been assessed
by Hymans Roberiscn, an independent firm of actuaries.

The main assumptions used in their calculations have been:

201213 2013114
Mertality assumptions:
Longevity at 65 for currant pansioners
Man 20.1 years 21.4 years
Women 22.9 years 24.0 years
Longsvity at 65 for future pensicners
Men 22,5 ysars 24,0 years
Women 25.0 years 26.6 years
Rate of increase in salaries * 4.6% 3.8%
Rate of increase in pensions 2.8% 2.8%
Discount rate 4.5%| 4.3%
Take-up of option to convert annual pension into retirement lump sum - pre April 2008 50.0% 55.0%
Take-up of option to convert annual pension into retirement lump sum - post Aprit 2008 75.0%| 80.0%

* Salary increases are assumed to be 1% per annum until 31 March 2015 reverting to the long term assumptions shown thersaiter.

The estimats of the defined benefit obligation is sensitive to the actuarial assumptions set out in the table above.

% increase

to Employer
Changes in assumptions at 31 March 2014 Liability £0005s
0.5% decrease in real discount rate 9% 271,380
1 year increase in member life expectancy 3% 89,010,
0.5% increase in the salary increase rate 2% 73,118
0.5% increase in the pension increase rate 7% 195,717

This is not a full list of the assumptions used. For example changeas to the assumed leval of withdrawals from the scheme and the
number of ill health retirements will also have an effecl. However the assumptions in the table above will have the most impact.

The table shows the effect of changes to gach assumption in isolation. It is possible far the experienca of the Fund to daviale from
more than one of the assumptions simultaneously and s the precise effect on the valuation is more complex.

Tha Local Government Pension Scheme's assets consist of |hes following categories, by proportion of the total assets held:

Year Ended 31 March 2H3 Year Ended 31 March 2014
Quoted Quoted
Quoted Prices | Quoted Prices Prices in | Prices not in
in Active not in Active Active Active
Markets Markets Total Markets Markets Total
£000s £000s £000s % £600s £000s £000s o
Equity securities
Consumer 248,736 O 246,736 1% 235,048 0 235,048} 11%
Manufacturing 203,514 o 203,514 9% 215,627 0 215,627 10%
Energy and utilities 194,901 g 199,901 9% 197,114 9 197,114 9%
Financial institutions 243,819 4] 243,919 1% 272,441 0 272,441 12%
Health and care 99,160 0 99,160 4% 95,435 0| 95,435 4%,
Informaticn technology 41,888 ¢ 41,968 2% 43,400 0 43,400 2%
Other 28,830 4] 29,930 1% 33,983 0 33,083 2%
Debt securities Q
Corporate bands (investment grade) 172,600 ¢ 172,600 B% 132,618 0 132,618 6%
Corporate bonds (non investment grads} 1 s} 1 0% 0 0 0 0%
UK government 34,552 0 34,552 2% 37,192 0l 37,192 2%
Cther 76,570 Q 76,570 3% 77,337 0 77,357 3%,
Private equity Q
All 0 53,667 53,667 2% 0 55,085 55,085 2%
Real estate Q
UK property 0 5,063 55,063 3% 0 65,719 85,718 3%
Investment funds and unit trusts o]
Equities 438,736 Q 438,738 21% 427,968 0 427,968 19%
Bonds 123,144 qQ 123,144 6% 118,035 ¢] 118,035 5%
Infrastruciure 0 13,449 13,449 1% ] 15,761 15,761 1%
Other 0 54,585 54,585 2% o] 85,897 89,897 4%
Derivates 0|
All 29,625 Q 29,625 1% 30,483 0 30,483 1%
Cash and cash equivalents 0
All 24,260, Q 94,260 4% 87,998 0 87,998 4%
2,034,636 186,764 2,221,400 100% 2,004,679 226,462 2,231,141 100%
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Note 41, Teachers’ Pension Scheme

Ailthough the scheme is unfunded, the Department for Education {DfE) uses a notional fund as the basis for calculating the employer's contribution rate paid by local
education autherities. However, it is not passible for the Council to identify a share of the underlying liabilities in the scheme altributable to its own employees.
Although the teachers' pension scheme is a defined benefits seheme, for the purposes of the statement of accounts it is accounted for on the same basis as a
defined contribulicns scheme. The Council is responsible Tor the costs of any additional benefits awarded upon early retirement outside of the terms of the
Teachers' scheme. These benefits are fully accrued in the pensions liability described in note 40,

The pension cosls charged to ihe accounts are at the contribution rate set by the DIE on the basis of a notional fund. In 2013/14 the Council's contribution to the
DfE in respect of teachers' pension costs was £14,613,000 {£17,273,000 2012/13), the set contribution rate being 14.1% (14.1% 2012/13).

In addition, the Council is responsible for all pension payments relating to added years it has awarded, logether with related increases. In 2013/14 these amounted
10 £6,997,000 (£7,064,000 2012/13) of which £1,502,000 (£1,515,006 2012/13) relates to former establishment employees and is refunded by the Higher Education
Funding Council.

Note 42. National Health Service Pension Scheme

The NHS pension scheme is an unfunded, defined benefit scheme that covers NHS employers and is a multi-employer defined benefit scheme. This means that
liabilities for benefils cannot be identified to the Council, The scheme is therefore accounted for as a defined contribution scheme — no [iability for future payments
of benefits is recognised in the Balance Sheet and the Public Health line within the Comprehensive Income and Expenditure Statement is charged with the
employer’s contributions payable in the year.

In 20123734 the Council's contribution in respect of former NHS staff pension costs was £189,000, he set contribution rate being 14%.
Note 43. Contingent Assets and Liabilities

There is the following contingent asset at the balance sheet date:

a) As part of the Plymouth Grove and Miles Ptatting PFI| contracts the operators are able to earn income from the sale of properties. There is a profit share
mechanism in place in relation to this income with the Council benefitting from a share of the profits. The scale of this profit share cannot be assessed.

b) As part of the Bowes Street Regeneration Schema in Moss Side the Gouncil has provided homebuyers, purchasing the renovated properties, eguily mortgage
loans far up to 30% of the property value. As these lcans are repayable on the sale of the properly or if the homebuyer decides to repay the loan before sale, the
timing of the receipt cannot be assessed. Thus a debtor has nat been recognised on the Council's balance sheet.

There are the folfowing contingent liabilities at the Balance Sheet date:

a) Under the Equal Pay Act 1970 as modified by the Equal Pay Act (Amendment) Regulations 2003 employees have a right to claim compensation from their
employer for failing to give equal pay for work of egual value.

The majority of potential claims have been settled and provision bas been made for the assessed cost of known remaining claims. This is shown within known
compensation provisicns in note 35. There remains the polential for some further claims bul the scale of any liabilities cannot be assessed.
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The Code of Practice on Local Authority Accounting requires the disclosure of any material
transactions with related parties to ensure that stakeholders are aware that these transactions have

taken place and the amount and implications of such transactions.

All material related party transactions are disclosed below:

2012/13 201314
income £000s £000s
Central Government - revenue grants 813,822 1,039,957
Central government - business rates distribution 324,129 0
Central Government - capital grants 39,318 53,752
Greater Manchester Combined Authority - capital contribution 10,065 3,531
Manchester Airports Holdings Ltd - dividend 11,065 25,548
Manchester Airports Holdings Ltd - repayment of interest 9,980 9,980
Manchester Airports Holdings Lid - net rent 6,244 6,218
Manchester Clinical Commissioning Groups 11,099 16,165
Destination Manchester Limited - interest on loans 1,084 1,065

1,226,806 1,156,216
Whilst it appears from the table above the government grants received have increased this is
due to the changes following the Local Government Resource Review and is more than offset
by the reduction in business rates funding. More details are shown in note 12.

201213 2013/14
Expenditure £000s £000s
Greater Manchester Combined Authority - levy 36,271 37,099
Greater Manchester Waste Disposal Authority - levy 28,064 33,378
Greater Manchester Police and Crime Commissioner -
precept 18,157 13,873
Greater Manchester Fire and Rescue Authority - precept 6,623 5,355
Greater Manchester Fire and Rescue Authority - share of business
rates 0 2,820
Central government - share of business rates 0 140,951
Greater Manchester Pension Fund - employer's contributions 48,800 51,090
Teachers' Pension Agency - employer's contributions 17,273 14,613
Manchester Clinical Commissioning Groups 8,324 8,795

163,512 307,974
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Members and Chief Officers

Members of the Council have a direct control over the Council's financial and operating policies. The
total of Members' Allowances paid in 2013/14 is set out in Note 14. Details of member's interest, both
pecuniary and non-financial are recorded in the register of member's interest (available for public
inspection). The executive directors are required on an annual basis to make any declaration of any
related party transactions. During 2013/14 there were no reported material transactions with related
parties advised by members or officers.

a. Central Government

Central Government has effective control over the general operations of the Council. it is responsible
for providing the framework within which the Council operates and provides the majority of its funding
in the forms of grants and prescribes the terms of many of the transactions that the Authority has with
other parties (e.g. council tax bills and housing benefits).

The Council pays 50% of the estimated Business Rates due to Central Government.

Grant details are set out in Notes 12 and 13. Central Government debtors and creditors are set out in
Notes 31 and 32.

b. Other Public Bodies

The council pays levies towards the services provided by Greater Manchester Waste Disposal
Authority (for the management and disposal of household waste) and Greater Manchester Combined
Authority (for public transport, economic development and regeneration activities). Police and Fire
and Rescue Authorities set their own charge to council tax payers which is then included in the
council tax bill. This is known as the precept.

The Council pays 1% of the estimated Business Rates due to the Greater Manchester Fire and
Rescue Authority.

c. Entities controlied or significanily influenced by the Council

The Councii has a number of subsidiaries over which it has control and associate and joint venture
companies over which it exerts significant influence. Manchester Airports Holdings Ltd is a joint
venture and Destination Manchester Ltd is a subsidiary; the Council and these organisations have
related party transactions that are considered to be material.

Manchester Airports Holdings Ltd

The Council is a related party to Manchester Airports Holdings Ltd. MCC owns 35.5% of the share
capital of the company. The principal activities of the Group during the year were ownership,
operation and development of airport facilities. Clir Sir Richard Leese and Clir Bernard Priest are
non-executive directors to Manchester Airports Holdings Ltd.

Destination Manchester Ltd (DML)

Destination Manchester Ltd's ultimate parent and controlling party is Manchester City Council.
Destination Manchester Ltd owns and manages the Manchester Central Convention Complex, who
hold major conferences and exhibitions. The directors who served the company during the year
were Sir Howard Bernstein and Richard Paver.
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d. Greater Manchester Pension Funds
The Local Government Pension Scheme is a fully funded defined benefits scheme. Pension details
are set out in Note 40.

e. Teacher's Pension Agency
The pension costs charged are at the contribution rate set by the Department for Education on the
basis of a notional fund. Teacher's pension details are set out in Note 41.

f. Manchester Clinical Commissioning Groups (CCG)

The objective of Manchester CCG is to ensure that people in Manchester have access to high quality,
safe health services when they need them. Manchester CCG commissions healthcare services
including community health services and mental health and learning disability services.

The transactions with the CCG relate to arrangements for integrative care projects, joint working and
other contractual arrangements.

Note 45, Trust Funds

The Council administered several charitable trusts, joint committees and special funds during the
year, which in the main represent funds that have been put in trust to achieve specific objectives.
Each body has its own board of trustees or management committee from which further information
can be obtained. The contact details for each Trust can be obtained from the Corporate Services
Department, Town Hall, Manchester, M80 2LA.

Manchester City Council is sole trustee for Castlefield Heritage Trust. The Council administers the
following trust funds: | Love Manchester (The Lord Mayor of Manchester's) Charity Appeal Trust;
Manchester Immigration Needs Trust; Manchester Safeguarding Children Board.

These funds are not Council assets and are not included in the Council's Balance Sheet.
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Note 46. Analysis of Bank Overdraft and Cash and Cash Equivalents

31 March 31 March

2013 2014
Bank Overdraft and Cash and Cash Equivalents £000s £000s
Cash in hand 62 125
Call accounts 9,239 28,506
investments less than 3 months 0 21,001
Bank overdraft (14,547) {15,047)
Total (5,246) 34,585

Note 47. Cash Flow Statement - Adjustments to net deficit on the provision of services for non-cash

movements

Restated
31 March 31 March
2013 2014
£000s £000s
Depreciation of non current assets {46,205) (46,5286)
Impairment of non current assets (100,047) (161,343)
Amortisation of intangible non-current assets {406) (426)
Pension fund adjustments {(26,200) {46,892)
Movement in market value of investment property 25,389 45,920
Donated assets fair value 910 0
Differences between statutory accounting and amounts recognised as income
and expenditure in relation to financial instruments 4,019 29
{Increase) in impairment for provision for bad debts (6,957) (7,585)
Contributions to provisions (3,802) (4,385)
Carrying amount of property, plant and equipment, investment properties and
intangible assets sold (42,438) (39,343)
Amount by which council tax income and business rates adjustment included in
the comprehensive income and expenditure statement is different from the
amount taken to the general fund in accordance with regulation 0 (40,066}
Other non-cash movement 18,720 (6,183}
{Decreasel/increase in inventories (251) 191
Increase in debtors (less capital) 2,573 36,724
Increase in interest debtors 203 29
(Increase) in creditors (less capital) (14,742) (9,816)
(Increase)/decrease in interest creditors 3,821 (2,995)
Total (185,411) (282,667)
Note 48. Cash Flow Statement - Adjustments for items included in the net deficit on the provision of
services that are investing and financing activities
31 March 31 March
2013 2014
£000s £000s
Proceeds from the disposal of property, plant and equipment, investment
properties and intangible assets 13,403 23,160
Capital Grants credited to deficit on the provision of services 56,410 67,720
69,813 90,880
Note 49. Cash Flow Statement - Operating Activities
The net cash flows from operating activities include the following items:
2012113 2013/14
£000s £000s
Interest received (11,471) (7,014)
Interest paid 39,364 34,763
Dividends received (11,565) (27,3486)
Net cash flows from operating activities 16,328 403

S
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2012/13 201314
£000s £000s

Purchase of plant, property and equipment, investment property and intangible
assets 148,767 196,454
Purchase of short term and long term investmenis 0 1,500
Proceeds from the sale of plant, property and equipment, investment property
and intangible assets (13,403) (23,164}
Capital grants received (39,317) (47,023}
Other receipts from investing activities (15,959) {17,257}
Net cash flows from investing activities 80,088 110,510
Note 51. Cash Flow Statement - Financing Activities

2012M13 2013114

£000s £000s

Repayments of long and short term borrowing 11,648 55,000
Cash payments for the reduction of outstanding liabilities relating to finance
leases and PFI contracts 6,838 5,995
Cash receipts of long and short term borrowing (15,000) (39,555}
Net payments / (receipts) relating to preceptors element of council tax 6,642 (1,138)
Net payments / (receipts) relating to national non domestic rates 9,476 (22,327)
Net cash flows from financing activities 19,604 (2,025)

Note 52. Events after the Balance Sheet Date

On 11 April 2014 the Council entered into a limited partnership agreement with Kingfisher Property Partnerships Lid (as
managing trustee of the Greater Manchester Pension Fund (GMPF) Property Unit Trust) to establish a company called
Matrix Homes which will construct new homes for market sale and rent. The Council and GMPF have each made a
capital contribution of £200 and acquired shares of £50 in Matrix Homes.

The Council transferred land at Woodside Lane, Darley Avenue, Ossington Court and Clowes Street to the partnership
plus procured the transfer of land owned by the Homes and Communities Agency (HCA) at Gorton Monastery. The
value of the land will be conveited into a technical loan by the Council to the partnership and the Council will secure
investment returns against that loan, as well as a share of development surpluses.

The value of the four sites that the Council contributed to the partnership was £5.386m. These sites are held on the
balance sheet as held for sale assets. [n addition land at Gorton Monastery valued at £0.44m has been procured from
the HCA and transferred to the partnership. This equates to a loan of £5.826m made by the Council to the partnership.

The following Community schools are planned to transfer to academy status after 31 March 2014:
Bumage High

Levenshulme High

Crossacres Primary

Cravenwood Primary

These were previously included within the Council's balance sheet but have been revalued to a nil value at 31 March
2014 to reflect the fact that there is no ongoing economic benefit to the Council from these school assets. The
impairment charge to the Consclidated Income and Expenditure Statement was £55,253,000.

Note 53. Authorisation for {ssue of the Statement of Accounts
The 2013/14 Statement of Accounts was authorised for issue by Richard Paver, the City Treasurer on 22 September

2014. All events after the Balance Sheet date until this date have been considered for disclosure as events after the
Balance Sheet date.
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Housing Revenue Account (HRA} Income and Expenditure Statement

The HRA reflects a statutory obligation to account separately for council housing provision. The HRA Income and Expenditure
Statement shows the major elements of HRA expenditure and how they are met from rents, grant and other income. The account does
not reflect all of the transactions required by statute to be charged or credited to the HRA for the year. The Movement on the HRA
Staternent gives details of the additional transactions which are required by statute.

Restated
2012113 2013/14
£000s Note £000s
Expenditure
20,843|Repairs and maintenance 21,802
17,546|Supervision and management 15,280
285|Rents, rates, taxes and other charges 786
33,148|Depreciation and impairment of non-current assets ef 31,997
16(Debt management costs 15
1,823|Movement in the allowance for bad debts 496
163|Revenue expenditure funded from capital under statute | 51
73,824 70,527
Income
50,324 |Dwelling rents (gross) 80,725
518|Non-dwelling rents {gross) 554
3,451 |Charges for services and facilities 1,973
8,562{Contributions towards expenditure 3,590
15,441|Private Finance Initiative Grant 17,110
5,560iDecent Homes Backlog Funding 10,000
39{Mortgage Repayments 35
92,835 93,987
{19,011)|Net (Surplus) of HRA Services as included in the Council's Comprehensive Income and {23,460)
Expenditure Statement
98(HRA services share of carporate and democratic core 98
5|HRA share of other amounts included in the Council's net cost of services but not allocated to 82
specific services
(18,908)| Net (Surplus) of HRA Services (23,280)
HRA share of the operating income and expenditure included in the Comprehensive
Income and Expenditure Statement
(2,387)|{Gain) on disposal of HRA non-current assets (3,923)
9,746|Interest payable and similar charges 9,518
{162)|Interest and investment income (132)
159| Pensions interest cost and expected return on pension assets 408
(5,438)|Capital grants and contributions receivable (608)
(16,990)|(Surplus} for the year on HRA services (18,017)
Mcvement on the Housing Revenue Account Statement
2012H3 2013114
£000s £000s
{56,539)|Balance on the HRA at the end of the previous year (61,001)
(16,290)|(Surplus} for Year on the HRA Income and Expenditure Statement (18,017}
Adjustments between accounting basis and funding basis under statute
1,328| Transfer to Major Repairs Reserve 1,329
(1,096)|Difference between amounts charged to income and expenditure for premiums and discounts 0
and the charge for the year determined in accordance with statute
0|Capital expenditure funded by the HRA 88
2,387|Gain on disposal of HRA non-current assets 3,823
0|Transfer 1o short term accumulating absences account 0
(344)|HRA share of retirament benefits per 1AS19 {741)
139{HRA share of employer contribution to pension scheme 163
(21,708)|{lmpairment of non-current assels {20,836)
(163)) Amortisation of Revenue Expenditure Funded from Capital under Statute (51)
6,009|Reversal of PFI Charges 5,987
5,438|Capital grants and contributions receivable 608
15,000|Transfer to General Fund Reserve 0
5,500(Decent Homes Backlog Funding 10,000
39|Mortgage Repayments 35
{4,462)|Net (Increase) in Year on the HRA {17,512)
(61,001)(Balance on the HRA at the end of the current year {78,513)

\ .-
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The Council was responsible for managing an average of 16,793 dwellings during 2013/14.

The stock at each year end was made up as follows:

31 March 31 March
2013 2014
Houses and bungalows 9,692 9,553
Flats 7,186 6,990
Others 82 82
16,960 16,625
The change in stock is as follows:
2012113 201314
Stock at 1 April 17,098 16,960
Sales (61) (1)
Demolitions 0 (242)
Transfers (77} 0
Other 0 2)
New buildings 0 0
Acquisitions 0 0
Stock at 31 March 16,960 16,625
The balance sheet value of the HRA's non-current assets was as follows:
31 March 31 March
2013 2014
£000s £000s
Operational
Council dwellings 385,485 389,504
Other land and buildings 3,628 3,530
Vehicles, plant and equipment 77 72
389,190 393,106
Non-operational
Surplus properiies 1,147 1,078
Assets under construction 149 88
390,486 394,272

(b) Vacant Possession of Bwellings

The vacant possession value of dwellings within the Council's HRA at 1 April 2013 was £1,135,261,000.

The difference between the vacant possession value and balance sheet value of dwellings within the
HRA shows the cost of providing council housing at less than open market rents.

{c) Major Repairs Reserve

201213 201314
£000s £000s

Balance at 1 April 4,050 8,093
Transferred from capital adjustment account during year

{equivalent to HRA depreciation) 11,438 11,162
Financing of capital expenditure on council dwellings (14,223) (23,274)
Decent homes backlog funding 5,500 10,000
Transfer from the HRA 1,328 1,329
Balance at 31 March 8,093 7,310

WO
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(d) Capital Expenditure, Funding and Receipts
201213 201314
£000s £000s
Expenditure '
Property, plant and equipment 19,335 24,124
Revenue expenditure funded from capital under statute 163 51
19,498 24,175
Funded by
Botrowing 0 0
Revenue contributions 0 88
Capital receipts 0 54
Major repairs reserve 14,223 23,274
Government grants 1,111 570
External contributions 4,164 189
19,498 24,175
Receipts
Council dwellings 5,271 6,419
Morigage repayments 39 35
5,310 6,454
{e) Depreciation
2012113 2013/14
£000s £000s
Property, plant and equipment
Council dwellings 11,336 11,058
Other land and buildings 97 99
Vehicles, plant and equipment 5 5
‘ 11,438 11,162
(f) Impairment Charges
2012113 201314
£000s £000s
Non-enhancing capital expenditure 10,910 8,824
Downward revaluation of assets 7,548 10,940
Damaged properties / demolitions 3,251 1,071
21,709 20,835

(g) Revenue Expenditure Funded From Capital Under Statute

Revenue expenditure funded from capital under statute of £51,000 (£163,000 in 2012/13) has been charged
to the HRA.
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(i) Contribution from the Pension Reserve

The cost of the HRA has increased after the replacement of employer's pension contributions by current
service costs and a share of the corporate items (pensions interest costs, expected return on pensions
assets, past service costs, settlements and curtailments). The HRA share of the contribution from the
pensions reserve in 2013/14 is £578,000. In 2012/13 it was £128,000. The overall amount to be met from
rent payers remains unchanged.

{i} Rent Arrears

2013 2014

£000s £000s
Arrears at 31 March 12,680 11,102

201213 201314

£000s £000s
Provision at 1 April 7,745 9,778
Contributions in year 1,823 667
Ameounts written (off) / back in the year 210 {2,408)
Provision as at 31 March 9,778 8,037

(k) Small Scale Voluntary Transfer

Ag part of its strategy to achieve the decent homes standard, the Council had a programme of transfers of
patt of its housing stock to registered social landlords. In 2013/14 there were no further transfers of
properties.

In 2012/13 76 properties were transferred to registered social landlords. A further property was transferred
to the Council's general fund.
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Collection Fund
Income and Expenditure Account

This account reflects statutory requirements for bifling authorities fo maintain a separate collection fund te account for the income from council tax and business rates
and its distribution to Central Government, the Council, the Greater Manchester Police and Crime Commissioner and the Greater Manchester Fire and Rescue

Authority.
201213 2013114
£000s £000s
Business
Business Rates | Council Tax Total Rates Council Tax Toetal
Income
0 126,822 126,822|Council Tax - net amount receivable 0 142,466 142,466
Transfers from General Fund
0 48,607 48,607} - Council Tax benefits 0 0 0
305,003 0 305,003|Collectable from business ratepayers 318,763 0| 318,763
305,003 175,429 480,432 318,763 142,466 461,229
Expenditure
Apportionment of Previous Year Surplus
0 0 0| - Central Government 0 0 0
0 2,522 2,522 - Manchester City Council 0 3,229 3,229
0 320 320 - Greater Manchester Police and Crime Commissioner 0 412 42
0 117 117| - Greater Manchester Fire and Rescue Authority 0. i50 150
Precepts and demands
0 Q 0| - Central Government 140,951 Q 140,951
0 142,158 142,158 - Manchester City Ceuncil 138,172 108,904 247,076
0 18,157 18,157 - Greater Manchester Police and Crime Commissioner 0 13,873 13,873
0 6,623 6,623| - Greater Manchester Fire and Rescue Authority 2,820 5,355 8,175
Business rates
303,805 0 303,905| - Payment to rational pool 0 0 0
0 0 0| - Transitional protecticn payment 3,715 0 3,715
Charges to Collection Fund
0 3,679 3,679 - Write offs of uncollectable amounts 4,946 2,755 7,71
0 2,449 2,449 - Increase / {Decrease) in Bad Debt Provision {1,222) 6,931 5,709
0 0 0| - Contribution 1o Provision for Appeals 111,515 0 111,515
1,008 0 1,098| - Costs of collection 1,108 Q 1,108
305,003 176,025 481,028| Total Expenditure 402,005 141,609 543,614
0 (596) (596}|Movement con fund balance {83,242) 857 {82,385)
0 5,020 5,020(Fund balance brought forward 0 4,424 4,424
0 4,424 4,424|Fund Balance Carried Forward (83,242) 5,281 (77,961)

Notes to the Collection Fund Account

(a) The Collection Fund Income and Expenditure Account

The result of the changes introduced by the Local Government Resource Review relating to business rates and council tax support has meant significant changes to
this account. The main changes are listed below:

- Council tax bengfits, payable in 2012/13, have been replaced by council lax support (at a reduced level} which are classed as a discount in 2013/14. These are
shown within council 1ax -net amount recaivable dus.

- Business rates , payable to the nationa? poo! and redistributed to the general fund in 2012/13, are distributed between Central Government, the Council and the
Greater Manchester Fire and Rascue Authority in 2013/14.

- In 20H3/14 the Council is required o make a provision for the estimated setllement cost of appeals against the 2005 and 2010 revaluation list.

Further details of these changes are provided in the explanatory forewerd to the accounts,

(b) Business Rates

The Council collects business rates for its area on behalf of itself, Central Government and the Greater Manchester Fire and Rescue Authorily. These rates are
based on rateable values for properties set by tha Valuation Office, part of HM Revenues and Customs, which are multiplied by a uniform business rate set by
central government. The mulliplier for the year was set at 47.1p (456.8p for 2012/13). The fola! business rates rateable value at 31 March 2014 was £850,604.000
(£856,616,000 at 31 March 2013).
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For 2013/14 there were 221,644 residential properties in Manchester which were placed in one of eight valuation bands, depending on their capital value, by the
Listing Officer of the government's Valuaticn Office. There are 180,314 equivalent number of dwellings after taking account of discounts, exemptions and disabled

relief. These equate to 137,823 equivalent Band D properties, which are used for the calculation of the tax base.

The lable below shows the total number of equivatent properties after discounts, exemptions and disatled relief and the number of chargeable Band D equivalents.

Total Equivalent
Number of
Dweliings after
Piscounts, Chargeable
Valuation Exemptions Band D
and Disabled
Band Relief Equivalents
A 105,485 70,2968
B 29,900 23,256
c 25,985 23,098
D 12,118 12,118
E 4,399 5,377
F 1,726 2,493
G 649 1,081
H 104
180,314 137,823

The number of chargeable Band D equivalents for 2012/13 was 136,780.

(d) Share of Fund Balance

The shares of the closing fund balances are shown in the tables below.

Business Rates {Deficit) {Deficit)
201213 2013/14
£000s £000s
Central Government Q (41,621)
Manchester City Council 0 (40,789)
Greater Manchester Fire and Rescue Authority Q (832)
Total (Deficit) Q [83,242)
Council Tax Surplus Surplus
201213 2013/14
£000s £000s
Manchester City Council 3,769 4,489
Greater Manchester Police and Crime Comimissicner 480 581
Greater Manchester Fire and Rescue Authority 175 211
Total Surplus 4,424 5,281

e
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Manchester City Council Group Accounts

Introduction

As a modern local authority Manchester City Council often chooses to conduct activities through a variety
of undertakings, either under ultimate control of or in partnership with other organisations. The standard
financial statements consider the Council only as a single entity, accounting for its interests in other
organisations only to the extent of its investment, and not current performance and balances. Thus a full
picture of the Council’s economic activities, financial pasition, service position, accountability for resources
and exposure to risk is not presented in the Council's single entity financial statements.

As a result, group financial statements are produced to reflect the extent of Manchester City Council’s
involvement with its group undertakings in order to provide a clearer picture of the Council’s activities as a
group. The group accounts contain core financial statements similar to those included in the Council’s
single entity statements, consolidated with figures from organisations considered to be part of the group.

A review of the materiality of the organisations included in the group accounts in 2012/13 and prior years
has been undertaken; all but two organisation are considered to be immaterial to the group accounts.
These organisations are Manchester Airports Holdings Limited and Destination Manchester Limited.
Manchester Airports Holdings Limited is considered to be a joint venture and Destination Manchester
Limited is considered to be a subsidiary.

Of the organisations consolidated into the published 2012/13 accounts, Manchester Mortgage Corporation
plc, Northwards Housing Limited, One Education Limited, Manchester Working Limited and National Car
Parks (Manchester) Limited have been removed from the group accounts and the prior year figures have
been restated accordingly. The changes to the 2012/13 figures in the Comprehensive Income and
Expenditure Statement, Balance Sheet, Movement in Reserves Statement and Cash Flow Statement are
shown in Note 2.

The following pages include:

o Group Movement in Reserves Statement

o Group Comprehensive Income and Expenditure Statement

+ Reconciliation of the Single Entity Deficit to the Group (Surplus) / Deficit
e Group Balance Sheet

+ Group Cash Flow Statement.

Appendix page 148
\l.é pp pag



Manchester City Council ] . Appendix to Item 5
Audit Committee Manchester City Council Annual Statement of Accounts 2013/14 22 September 2014

The group financial statements are presented in accordance with the IFRS based Code.

Land and buildings in the Council's single entity accounts are valued at fair value (i.e. the amount that
would be paid for an asset in its existing use). Where sufficient market evidence is not available, fair value
is estimated at depreciated replacement cost, using the modern equivalent asset method (i.e. the market
value of the land on which the building sits plus the current gross replacement cost of the building less an
allowance for physical deterioration of the building).

Where group organisations use different accounting policies to the Council, their accounts have been
restated to align their accounting policies with those of the Council where the effect of not doing so would
be material to the reader's interpretation of the accounts.

Manchester Airport Holdings Limited (MAHL) accounts are prepared using deemed cost for land and
buildings. Deemed cost is the cost or valuation of assets as at 1 April 2005, Consequently property, plant
and equipment is included in MAHL'’s accounts at cost or deemed cost less accumulated depreciation. A
valuation of MAHL's land and building assets has been undertaken in order to align the accounting policy
with that of the Council. This valuation has been used for the Council's group accounts.

The land and building assets of the Destination Manchester Limited (DML), which is a subsidiary within
the Council group, are included in DML's accounts at cost less accumulated depreciation and impairment.
A valuation of DML'’s land and building assets has been undertaken in order to align the accounting policy
with that of the Council. This valuation has been used for the Council's group accounts.

Manchester City Council Group

Inclusion in the Manchester City Council Group is dependent upon the extent of the Council’s interest and
control over the entity. An assessment of all of the Council's interests has been carried out to determine
which of the following categories they fall under. Where an entity is considered to be immaterial, they are
not included in the group accounts.

Subsidiaries — where the Council exercises control and gains benefits / exposure to risks arising from
this control. Subsidiaries of the Council have been considered for materiality; Destination Manchester
Limited is the only subsidiary consolidated into the Council's group accounts. The prior year figures have
been restated to reflect the change to the group (Note 2).

Associates — where the Council exercises a significant influence and has a participating interest.
Associates of the Council have been considered for materiality; there are no longer any associates
consolidated into the Council's group accounts. The prior year figures have been restated to reflect this.

Joint Ventures - where the Council and ancther party exercise joint control with decisions relating to the
organisation requiring unanimous consent of the parties sharing control. Those entities considered to be
material are included in the group. Joint Ventures are accounted for on an equity basis, by including their
net operating results in the group income and expenditure account. Investments in these entities are
adjusted on the balance sheet for the Council's share of their results. The group contains one material
joint venture which is Manchester Airports Holdings Limited.
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Manchester Airport Group plc was a subsidiary of the Council until 28 February 2013. On 1 March 2013 a
new company was incorporated — Manchester Airports Holdings Limited. The voting shares of the new
company are split equally between the Council and Codan Trust Company Limited (acting in its capacity
as a trustee of Industry Funds Management (IFM) Global Infrastructure Fund) with each party holding ten
voting shares. Non voting shares in the capital of the company are allocated 35.5% to Manchester City
Council, 35.5% to IFM and 29% split between the other 9 district councils within Greater Manchester.
Future dividends will be payable pro rata to the non voting shares. The company owns and operates the
following airports — Manchester, East Midlands, Bournemouth and Stansted.

At 28 February 2013 when the Council no longer had control of Manchester Airports Holdings Ltd all
assets, liabilities and the minority interest were written out of the 2012/13 group accounts. On 1 March
2013 the value of the investment in the restructured company was introduced in the balance sheet under
long term investments in associates and joint ventures. The minority interest at the date of loss of control
was written out of the 2012/13 group accounts. The difference between the former subsidiary's net assets
and the value of the investment in the joint venture was recognised as a gain on loss of control of the
subsidiary in the 2012/13 group accounts. The value of the investment in the joint venture at 1 March
2013 was taken as the Council's equity share of the company. The value shown in the balance sheet is
the value of the joint venture introduced, adjusted by the Council's share of the results of the joint venture
since the date of formation of the joint venture.

Manchester Airports Holdings Limited audited accounts are available at the following website -
http:/fwww.manchesterairport.co.uk/manweb.nsf/Content/AnnualReportsAndAccountsArchive
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Manchester City Cauncil Annual Stalsmenl of Accounts 201314

Group Movement In Reserves Statement

This statement shows the movement in the year on the Council's single entily usable and unusable reservas, as wall as the Gouncil's share of the group reserves.

Restated Restated Restated Restated Restated Restated
General Earmarked Housing Earmarked Capital Capital Major Restated Total| Revaluation Available Pensions Capital Deferred Financial Collection Shortterm | Reslated Total Council Reserves Minority Restated Total
Fund GF Revenue HRA Receipts Grants Repairs Usable Reserve for sale Reserve Adjustinent Capital Instrumeants Fund Compensated Unusable Share of exciuding Interest Group
Balance Reserves Account Reserves Reserve Unzpplied Reserve Reserves Financial Account Receipts Adjustment Adjusiment Absences Reserves Group Minority Reserve Reserves
Instruments Account Account Reserves” Interest
£000s £000s £000s £000s £000s £000s £000s £000s £000s £600s £000s £000s £000s £000s £000s £000s £000s £000s £000s £000s £000s
Balance at 31 March 2012 {26,462) {181,431} {1,987) (54,572) (34,085) {32,475) (4,050), (335,042) {693,982} (1,531} 647,300 (1,339,730) (1,441) 7,860 {4,276) 7,409 (1,378,691) (329,230 (2,042,953} (342,866) (2,385,829)
{Surplus} / deficit on provision of services 66,635 0 (16,990} Q 0 0 0 49,645, Q 0 0 0 0 0 0 0 a (372,146) {322,501} 6,581 (315,920)
Other comprehensive income and expenditure
{Surplus) an revaluation of non-current assels 0 0 0 L] 0 0 0 0 (39,021) 0 0 0 0 0 0 0 {39,021) Q {39,021} o (39,021)
impairment losses on non-current assets charged to the revaluation reserve 4 [+ 0 0 0 0 0 0 12,473 0 0 0 0 0 0 0 12,473 Q 12,473 0 12,473
{Surplus) on revaluation of available for sale lnanclal assets 0 0] 0 4} 0 0 0 0 0| {1986): 0 0 0 (82) 0 o (278) 0 {278} 0] (278)
Actuarial losses on pension assels/liabilities 0 [+ 0 ] 9 0 0 0| 0 0 128,900 Q 0 0 0 0 128,900 0 128,960 vl 128,900
Share of cther comprehensive income and expenditure ol subsidiaries 0 0 1] Q Q 1] 0 0 0 0 0 Q Q 0 0 0, 0 144 144 0 144
Total comprehensive income and expenditure 66,635 0 (16,980) [ 0 0 1] 49,645| {26,548) {196) 128,900 ] <] (82) 0 0 102,074 {372,002) (220,283) 6,581 (213,702)
Reversal of items debited or credited to the comprehensive income and (155,869) 0 (1,516) a (13,704) {11,411) {4,043) (186,543) Q 0 75,000 115,378 0 (4,345) 510 o 186,543 9 0 0] o
expenditure statemenl
Inserlion of items not debiled or credited to the comprehensive income and 87,658 19,462 (956) 4] 1,328 0 0 107,487 0 0 {48,800) (59,460) 0 773 0 [ {107,487} 0 0| 0 ¢
expenditure slatemant
Gther adjustments (207) [+ 0 i) 9,025 0 0 8,818 21,404 0 0 (30,378) 156 Q 0 v {8,818) 0 0 0 0
Total adjustments between accounting basis and funding basis under (68,423) 19,462 {2,472) 0 {3,351) {11,411) (4,048) (70,238) 21,404 0 26,200 25,540 156 (3,572) 510 a 70.23B| 0 0 0| 0
requlations
Net {increase) / decrease before transfers to carmarked reserves (1,788) 19,462 (19,462) ] {3,351) {11,411) {4,043) (20,593) {5,144) {196) 155,100/ 25,540 168, (3,654) 510 [ 172,312| (372,002) (220,283) 6,561 (213,702)
Translers (to) / from earmarked reserves {12,760) (1,924) (5.572) 20,672 ] 0 0 36 0 Q 0| 0 Q 0 b} a18) {316) G 0 0 0
Minorily interest share of net assets on data of loss of control 0 Y 0 9 0 0 0 i) 0 0 0| 0 a 0 0 0 1) [} 0 336,285 336,285
{Increase) / decrease in year {14,548) 17,538 (25,034) 20,572 {3,351) {i1,411) {4,043) (20,277) (5.144) (196} 155,100 25,540 156 {3,654) 510 (316} 171,996 (372,002) {220,283) 342,866 122,583
Balance at 371 March 2013 {41,010) (163,893) (27,001) (34,000) {37,436) {43,886} (8,093) (355,319} {699,126) (1,727} 802,400 {1,314,190} (1,285) 3,906 (3,766) 7,093 (1,206,695) (701,232} (2,263,246) \] (2,263,2486),
Movement in reserves during 2013/14
{Surplus} / deficit on provision of services 61,488 o (18,017) M [H 0 0 43,471 0 0 0, 0 L] 0 0 [4] 0 {11,848} 31,625 0 31,625
Other comprehensive income and expenditure
{Surplus) on revaluation of non-current assels 0 (v ¥ 0| 0 0 0 0 {45,624) 0| Q 0 4] 0 0 0 (45,624) 0 (45,624) L] {45,624)
Impairment losses on nen-current assets charged to the revaluation reserve 0 & 0 [+] [ 0 ] 0 16,203 0 Q o} C 0 0 1] 16,203 0 186,203, Ll 16,203
(Surptus) on revaluation of avallable for sale financial assets 0 o 0 [+ M 0 Q 0 0 (71) i} 0 0 83} 0 0 (154) 0 (154) 0 {154)
Acluarial losses on pension assetsfliabilities 0 o 0 [ [H a a 0| 0 0 {113,317) Q o Q 0 0 {113,317} 0 (113317) H {113,317),
Share of clher comprehensive incoma and expenditurg of subsidiaries 0 o 0 4 4 Q Q 0| 0 0 kil 4] o Q 0 0 1] 142 142 [ 142
Share of viher comprehensive income and expenditura of joint ventures 0 Y 0 Y 0 4] 9 0| 0 L) 0 Q 0 Q Q 0 [1] {42,359) (42,359) 4 {42,359)
Total comprehensive income and expenditurg 61,488 0 (18,017) 0 0 0 0| 43,471 {29,421} {71) {113,317) 0 0 {83} 0 1] {142,892} (11,704) {111,128} a (153,484)|
Reversal of items debited or credited to the comprehensive incoma and {232,029) [ 254 [ [} (3,383), 783 (234,375) 0 ] 97,982 96,411 [ (84) 40,066 0 234,375 0 0 o] 0
axpenditure statemant
Inserlion of ltems not debited or credited to the comprehensive income and 94,873 17,512 251 C 1,944 a 0 114,580 0 0 {51,020) (63,166) [ {324) Q 0 (114,580} 0 0 0f o
axpenditure statement
Other adjusiments 407 Y 0 0 (7,896) 4] 0 {7 489) 13,608 0 [H (5,759) (360} ] 2 0 7.489 0 0 0 a
Total adjustmenis between accounting basis and funding basis under {136,749) 17,512 505 0 (5,952) (3,383) 783 (127,284) 13,608] 0 46,892 27,486 (360} (408B) 40,066 0 127,284 0 [} [} 1
regulations
|

|Net (increase) / decrease before transfers to earmarked reserves (75,261) 17,512 {17,512) 0 (5,952) (3,383) 783] (B3,813) {15,813) {71) {66,425) 27,486 (360} {491) 40,086 [{] (15,608) {11,704} {111,125} 0 {153,484},
Transfers (lo) / from eamarked raserves 75,329 {73.583) 374 (374) Y il o] 1,746 0 [t} 0| of 0 Q 0 (1,746) {1,746) Q 0 0 0
(Increase) f decrease in year 68 {56,071) (17,138) {a74) (5,952) (3,383) 783] (82,067)] (15,813) {r1) {65,425) 27,456I (360} (4971) 40,086 {1,746} [17,354) {11,704) (111,125} 0 {153,484}
Balance a1 31 March 2014 (40,242) (219,964) (44,139) (34,374) {43,388} (47,269) {7,310)] {427,386)] (714,839) {1,798) 735,975 (1,286,704 (1,645} 3,415 36,340 5,347 (1,224,049) (712,936) (2,374,371) 0 {2,416,730)

*A breakdown of tha Council's usable and unusabla raserves ¢an be found in the Councll's accounts noles 6, 37 and 38.
& The Council's share of the group reserves includes accouniing adjusiments to aligning accounting policies for proparty, plant and equipment and government grants.
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Reconciliation of the Single Entity Comprehensive Income and Expenditure Statement (Surplus) / Deficit to the
Group Comprehensive Income and Expenditure Statement (Surplus) / Deficit

This shows how the group entities have contiibuted to the overall (surplus) / deficit shown in the group income and
expenditure account.

Restated
201213 2013/14
£000s Note £000s
49,645|Deficit on the Authority's single entity income and Expenditure Account for the year 43,471
22,247 | Distribution from group entities included in the Authority's single entity deficit on the 4 1,065
Income and Expenditure Account
(396,042} |Add deficit / (surplus) attributable to subsidiaries 5 15,475
8,230[Add deficit / (surplus) attributable to associates and joint ventures (after corporation 6 (28,386)
tax}
(315,920)|Group income and expenditure account (surplus) / deficit for the year 31,625
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Group Balance Sheet

The balance sheet is fundamental to the understanding of the Group's financial position at the end of the
financial year. The statement reports on the Group's balances on assets (non-current and current), liabilities
(long and short-term) and reserves.

Restated
31 March 31 March
2013 2014
£000s Note £000s
Non-current assets
2,105,076 Property, plant and equipment 9 2,053,643
422,968| Heritage assets 431,191
363,945| Investment properties 399,044
1,190| Intangible non-current assets 1,121
798,257| Long-term investment in joint venture 10 870,384
2,308| Other long-term investments 10 2,579
108,131| Long-term debtors " 115,042
3,801,875|Total non-current assets 3,873,004
Current assets
591| Inventories 819
114,730| Short-term debtors 11 147,886
9,301 Cash and cash equivalents 12 38,954
5,748| Short-term asseis held for sale 12,928
130,370|Total current assets 200,587
3,932,245(Total assets 4,073,591
Current liabilities
(25,387)| Short-term borrowing (9,217)
(10,186)| Bank overdraft 12 0
{140,774)| Short-term creditors 13 (144,429)
(15,517} Short-term provisions (21,279}
{7,911)| Short-term deferred liabilities 14 {8,561)
(199,775} | Total current liabilities (183,486)
3,732,470|Total assets less current liabilities 3,890,105
Long-term liabilities
{2,357)| Long-term creditors (2,482)
{4,746)| Long-term provisions {50,478)
{(482,298)| Long-term borrowing (512,182)
{166,311)| Long-term deferred liabilities 14 {164,634)
(11,112)| Capital grants receipts in advance (7,624)
(802,400)| Pensions liability {735,975)
(1,469,224}|Total long-term liabilities (1,473,375)
2,263,246 Net assets 2,416,730
Financed by:
355,319| Usable reserves 437,386
1,206,695| Unusabie reserves 1,224,049
701,232| Group income and expenditure reserve 755,205
2,263,246 |Total reserves 15 2,416,730
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Group Cash flow statement

The cash flow statement shows the changes in cash and cash equivalents of the Group during the reporting
period. The statement shows how the Group generates and uses cash and cash equivalents by classifying cash
flows as operating, investing and financing activities.

Restated
201213 2013/14
£000s Note £000s
{315,920} |Net (surplus) / deficit on the provision of services 31,625
Adjustments to net surplus / deficit on the provision of services for non-cash
95,267 |movements 19 (301,676)
Adjustments for items included in the net surplus / deficit on the provision of
93,634|services that are investing and financing activities 20 120,352
(127,019)|Net cash flows from operating activities 21 (149,699)
139,456|Investing activities 22 111,885
28,639 |Financing activities 23. (2,025)
41,076 |Net decrease / (increase) in cash and cash equivalents {39,839)
40,191|Cash and cash equivalents at the beginning of the reporting period (885)
(885)|Cash and cash equivalents at the end of the reporting period 12 38,954
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Notes To The Group Accounts
Note 1. Group Accounting Policies

The Group Accounts have been prepared in accerdance with the Code of Practice for Local Authority
Accounting in the United Kingdom, issued in 2013 by the Chartered Institute of Public Finance and
Accountancy (CIPFA).

The accounting policies used in preparing the Group Accounts are generally those used by
Manchester City Council in their single entity financial statements. In order to align group entities
accounting policies to those used by the Council and ensure consistency of accounting treatment
across the group, the following policies have been adopted:

Consolidation of Subsidiaries

Subsidiaries have been consolidated using the acquisition accounting basis. This is a full, line by line
consolidation of the financial transactions and balances of the Council and its subsidiaries. To avoid
overstating the figures within the group financial statements, all transactions and balances between
members of the group (the Council and its subsidiaries) have been eliminated.

Consolidation of Joint Ventures

Joint Ventures have been consolidated using the equity method. An investment is brought into the
group balance sheet and adjusted by the Council's share in the joint venture's net asset movement.
The Council's share of the joint venture's operating results for the year is included within the group
income and expenditure account.

Non-Current Assets

Non-current assets have been consolidated using the valuation basis specified by the Code, unless
the entity has a distinct class of asset that the Council does not recognise. In this case the entity's
valuation basis was used.

Land and buildings in the Council’s single entity accounts are valued at fair value {i.e. the amount that would
be paid for an asset in its existing use). Where sufficient market evidence is not available, fair value is
estimated at depreciated replacement cost, using the modern equivalent asset methed (i.e. the market value
of the land on which the building sits plus the current gross replacement cost of the building less an aflowance
for physical deterioration of the building).

Where group organisations use different accounting policies to the Coungil, their accounts have been restated
to align their accounting policies with those of the Council where the effect of not doing so would be material
to the reader's interpretation of the accounts.

Manchester Airport Holdings Limited (MAHL) accounts are prepared using deemed cost for land and
buildings. Deemed cost is the cost or valuation of assets as at 1 April 2005. Consequently property, plant and
equipment is included in MAHL’s accounts at cost or deemed cost less accumulated depreciation. A valuation
of MAHL's land and building assets has been undertaken in order to align the accounting policy with that of
the Council. This valuation has been used for the Council's group accounts.

The land and building assets of the Destination Manchester Limited (DML), which is a subsidiary within the
Council group, are included in DML’s accounts at cost less accumulated depreciation and impairment. A
valuation of DML’s land and building assets has been undertaken in order to align the accounting policy with
that of the Council. This valuation has been used for the Council’s group accounts.

International Financial Reporting Standards (IFRS)

The Council produces its financial statements in accordance with IFRS. Where UK GAAP is still
being used by group entities, their financial statements are adjusted to reflect IFRS where any
changes have a material effect on the presentation of the group financial statements.
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The table below shows a reconciliation of the Group Balance Sheet as published in the 2012/13 accounts, to the

restated 2012/13 figures.
Published Subsidiary Associate Restated
31 March adjustments | adjustmentis 31 March
2013 2013
£000s £000s £000s £000s
Non-current assets
Property, plant and equipment 2,105,590 (514) 0 2,105,076
Heritage assets 422,968 0 ¢ 422,968
Investment properties 363,945 0 ¢ 363,945
Intangible non-current assets 1,340 (150) 0 1,190
Long-term investment in joint ventures 794,496 5,984 (2,223) 798,257
Other long-term investments 2,308 0 0 2,308
Leng-term debtors 108,881 {750) 0 108,131
Total non-current assets 3,799,528 4,570 (2,223) 3,801,875
Current assets
Short-term investments 3,000 {3,000) 0 0
Inventories 591 0 0 591
Short-term debtors 113,507 1,223 0 114,730
Cash and cash equivalents 23,1 (13,890) 0 9,301
Short-term assets held for sale 5,748 0 0 5,748
Total current assets 146,037 {15,667) 0 130,370
Total assets 3,945,565 (11,097) (2,223} 3,932,245
Current liahilities
Short-term borrowing (25,387) 0 0 (25,387)
Bank overdraft {14,547) 4,361 0 (10,186)
Shori-term creditors (143,972} 3,198 0 (140,774)
Short-term provisions (15,706) 189 0 (15,517)
Shont-term deferred liabilities (7,911) 0 0 (7,811)
Total current liabilities (207,523) 7,748 0 {199,775)
Total assets less current liabilities 3,738,042 (3,349) {2,223) 3,732,470
Long-term liabilities
Long-term creditors (2,357) 0 0 {2,357}
Long-term provisions (4,7486) 0 0 (4,746)
Long-term borrowing (482,240) (58) 0 (482,298)
Long-term deferred liabilities (166,311) 0 0 (166,311)
Capital grants receipts in advance (11,112) 0 0 (11,112)
Pensions liabiiity (814,084) 11,684 0 {802,400}
Total long-term liabilities (1,480,850} 11,626 0 (1,469,224)
Net assets 2,257,192 8,277 (2,223) 2,263,246
Financed by:
Usable reserves 355,319 0 0 355,319
Unusable reserves 1,213,204 (6,509) 0 1,206,695
Group income and expenditure reserve 688,669 14,786 {(2,223) 701,232
Total reserves 2,257,192 8,277 (2,223) 2,263,246
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Note 2. Reconciliation of the Group Movement In Reserves Statement

The table below shows a reconciliation of the Group Movement in Reserves Statement as published in the 2012/13 accounts, to the restated 2012/13 figures.

Published Council Subsidiary Associate Restated
Total Group restatements | adjustments | adjustments | Total Group
Reserves Heserves
£000s £000s £000s £000s £000s
Balance at 31 March 2012 (2,382,590) 0 (3,239) 0 (2,385,829)
(Surplus) / deficit on provision of services (332,281) 15,100 1,116 145 (315,920)
Other comprehensive income and expenditure
(Surplus) on revaluation of non-current assets (26,548) (12,473) 0 0 (39,021)
Impairment losses on non-current assets charged to the revaluation reserve 0 12,473 0 0 12,473
(Surplus) on revaluation of available for sale financial assets (278) 0 0 0 (278)
Actuarial losses on pension assets/liabilities 147,994 (15,100) (3,994) 0 128,200
Share of other comprehensive income and expenditure of subsidiaries 226 0 (82) 0 144
Total comprehensive income and expenditure R (210,887) 0 (2,960) 145 (213,702)
Reversal of items debited or credited to the comprehensive income and 0 0 0 0 0
expenditure statement
Insertion of items not debited or credited to the comprehensive income and 0 0 0 0 0
expenditure statement
Other adjustments 0 0 0 0 0
Total adjustments between accounting basis and funding basis under 0 0 0 0 0
regulations '
Net (increase) / decrease before transfers to earmarked reserves (210,887) 0 (2,960) 145 (213,702)
Transfers (to) / from earmarked reserves 0 0 0 0 0
Minority interest share of net assets on date of loss of control 336,285 0 0 0 336,285
(Increase) / decrease in year 125,398 0 (2,960) 145 122,583
Balance at 31 March 2013 (2,257,192) 0 (6,199) 145 (2,263,246)
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Manchester Gity Gouncll Annual Statement of Accounts 2013114

Group Cash flow statement

The cash flow statement shows the changes in cash and cash equivatents of the Group during the reporting period. The statement shows
how the Group generates and uses cash and cash equivalents by classifying cash flows as operating, investing and financing activities.

Published Council Subsidiary | Associate Restated
201213 restatements | adjustments | adjustments | 2012/13
£000s £000s £000s £000s £000s

Net {surplus) / deficit on the provision of services (332,281) 15,100 1,116 145 (315,920)
Adjustments to net surplus / deficit on the provision of
services f{or non-cash movements 108,884 {15,100} 483 0 95,267
Adjustments for items included in the net surplus / deficit on
the provision of services that are investing and financing
activities 86,680 0 7,099 (145) 93,634
Net cash flows from operating activities (135,717) 0 8,698 {0) (127,019}
Investing activities 139,456 a 0 0 139,456
Financing activities 27,808 0 0 0 28,639
Net decrease / (increase) in cash and cash equivalents 31,547 0 8,698 {0) 41,076
Cash and cash equivalents at the beginning of the reparting
period 40,191 0 0 0 40,191
Cash and cash equivalents at the end of the reporting
period 8,644 0 (13,890) 0 (885)

\S

Appendix page 160




Manchester City Council
Audit Committee

Note 3. Financing and Investment Income and Expenditure

The table below analyses the figures included in the Comprehensive Income and Expenditure Statement.
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Restated
201213 2013H4
£000s £000s

Interest payable on debt 42,206 25,081
Interest element of finance leases (lessee) 312 284
Interest payable on PFI unitary payments 10,205 10,018
Net interest on the net defined benefit liability 31,171 36,596
Investment Interest income (1,718) (12,075)
Investment Propetties Impairment 26,515 15,712
Change in fair value of investment properties (25,390) (45,920)
Dividends receivable {500) (27,346)
Dividends payable 8,946 0
{Gain) / loss on trading accounts (not applicable to a service) 243 (778)
Rentals received on investment properties (20,908) (17,023)
Expenses incurred on investment properties 1,816 1,457
Total financing and investment income and expenditure 72,900 {13,994)

a. Interest Payable

These figures represent the actual external interest payable by the group as follows:

Restated
2012/13 201314
£000s £000s
Manchester City Gouncil 25,027 24,025
Destination Manchester Limited 1,073 1,056
Manchester Airport Plc 16,106 0
Total 42,206 25,081

b. Net interest on the net defined benefit liability

These figures represent the net interest on the net defined benefit liability of the group as follows:

Restated
201213 201314
£000s £000s
Manchester City Council 31,000 36,318
Destination Manchester Limited 171 278
Total 31,171 36,596

R

Note
a
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¢. Investment Interest Income
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Restated
201213 201314
£000s £000s
Manchester City Council {11,673) (12,052)
Manchester Airport Ple 10,000 0
Destination Manchester Limited (43) (23)
Total (1,716) (12,075)

Appendix to Item 5
22 September 2014

The above figures include consolidation adjustments where transactions between the Council and the subsidiary are
eliminated for the purpose of preparing the group accounts.

d. Dividends Receivable

The dividends receivable figure is entirely attributable to Manchester City Council.

e. Dividends Payable

The dividends payable figures include consolidation adjustments where transactions between the Council and its

subsidiaries are eliminated for the purpose of preparing the group accounts.

Note 4. Exclusion of Distributions from Group Entities Included in Manchester City Council's Single Entity

Accounts

Related party transactions between the Council and Manchester Airport Group for the period 1 April 2012 to 28
February 2013 have been removed from the group income and expenditure account on consolidation. The amount

removed in 2012/13 was £21,163,000.

Related party transactions between the Council and Destination Manchester Limited have been removed from the
group income and expenditure account on consolidation. In 2013/14 the amount removed was £1,065,000 (£1,084,000

in 2012/13).

(€
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This figure represents the total group (surplus) / deficit attributable to Manchester City Council's subsidiaries including
the adjustments made for intra group transactions. The share of operating results of subsidiaries are included within the

service gross income / expenditure that they relate to.

2012M13 201314
£000s £000s
Manchester Airport Plc (394,940) o
Destination Manchester Limited {1,102) 15,475
Total (396,042) 15,475

Note 6. (Surplus) / Deficit Attributable to Joint Venture

This figure represents the total (surplus) / deficit attributable to Manchester Airports Holdings Limited:

201213 201314
£000s £000s
(Surplus) / deficit before tax 18,214 (18,480)
- | Tax credits {9,985) (9,905)
{Surplus) / deficit after tax 8,229 (28,385)

Note 7. Calculation of gain on loss of control of subsidiary undertaking in 2012/13

£000s
Net assets of Manchester Airport Plc as at 31 March 2012 761,900
Loss attributable to subsidiary for the period 1 Aprit 2012 to 28 {14,600}
February 2013
Net assets of airport on date of loss of control 747,300
Less minority interest share of net assets on date of loss of control (336,285}
Manchester City Council's share of net assets removed from the 411,015
balance sheet on date of loss of control
Manchester City Council's equity share value of Manchester Airports {(799,400)
Holdings Ltd at 31 March 2013
{Gain) on loss of control (388,385)
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Manchester City Council
Audit Committee

Note 10. Long-term Investments

Manchester City Council Annual Statement of Accounts 2013/14

31 March | 31 March
2013 2014
i £000s £000s
Investments in organisations inc¢luded in the group statements
Manchester Airports Holdings Lid 791,170 861,914
Investments in subsidiaries not included in the group statements
Manchester Mortgage Corporation Plc Share Capital 5,984 6,067
Investments in associates not included in the group statements
National Car Parks {Manchester) Ltd Share Capital 1,103 1,103
Eastlands Development Company Limited 8] 1,300
798,257| 870,384
Other long-term investments 2,308 2,579
Total other long-term investments 2,308 2,579
Total Long-Term Investments 800,665 872,963

Further details can be found in the Council's accounts note 30.

Note 11. Debtors

Appendix to Item 5
22 September 2014

As the balance sheet date represents the position at the end of the financial year, there are monies owed to the Group at that
date which are yet to be received in cash. The following analysis shows the amounts owed to the Group which had not been
received at 31 March 2014. Amounts owed to the Council by Destination Manchester Ltd have been removed as they are

classed as intra-company transactions.

The Council also makes provision for outstanding monies which it is anticipated wili not be recovered. These amounts are then

deducted from the total value of debtors shown in the accounts.

Restated
31 March | 31 March
- 2013 2014
£000s £000s
Short-term debtors - Manchester City Council
Manchester City Council debtors and payments in advance 113,779 148,001
Adjustments for intra-company transactions {1,309) (3,358)
112,470 144,643
Short-term debtors - Bestination Manchester Limited
Trade debtors 1,701 1,726
Prepayments and accrued income 438 1,422
Other debtors 121 95
Total 114,730 147,886

Further details can be found in the Council's accounts note 31.

These are amounts that are owed to the Group which are being repaid over various periods longer than one year. Leng-term
debt which has become due in less than twelve months has been reclassified as short-term debt. Long-term debt owed to the
Council by Destination Manchester Ltd has been removed from the group accounts as itis classed as an intra-company

transaction.
Restated
31 March | 31 March
2013 2014
£000s £000s

Long-term debtors
Morigages

Housing Revenue Account 149 118

General Fund 125 96
Manchester Airports Holdings Limited 83,168 83,168
Ex GMC debt 191 167
PFI prepayments 3,640 9,908
Private Sector Loans - soft loans 292 262
Private Sector Loans - embedded derivatives 7,768 8,016
Equity Mortgages 2,849 3,038
Eon Reality 2,200 2,200
Bluetharn Develepments Ltd / Blueindale Ltd 0 3,468
Greater Manchester Loans Fund 0 1,258
Other 1,749 3,343
Total 108,131] 115,042

Further details can be found in the Council's accounts note 31.
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Manchester City Council
Audit Committee

Note 12, Analysis of Bank Overdraft and Cash and Cash Equivalents

Manchester City Council Annual Statement of Accounts 2013/14

Restated
31 March | 31 March
2013 2014
Bank Qverdraft and Cash and Cash equivalents £000s £000s
Cash at bank and in hand 4423 (10,553)
Call accounts 9,239 28,506
Investments less than 3 months 0 21,001
Bank overdraft (14,547} 0
Total {885) 38,954

Note 13. Short-Term Creditors

Appendix to Item 5
22 September 2014

As the Group's Balance Sheet represents the financial position at the end of the financial year, these are monies owed by the
Group at that date which have yet to be paid. There are also amounts which the Council has received before the end of the
financial year which relates to services which have not yet been provided. This analysis shows the amounts owed which had
not yet been paid and the amounts received in advance as at 31 March 2014. Amounts owed by the Council to Destination
Manchester Ltd have been removed as they are classed as intra-company transactions.

Restated
31 March | 31 March
2013 2014
£000s £000s
Manchester City Council 135,064 139,684
Adjustments for intra-company lransactions (trade crediters) 0 (382)
135,064| 139,302
Destination Manchester Limited
Trade Creditors 944 959
Accruals and deferred income 4177 4,430
Corporation tax 216 28
Other taxes and social security cosls 373 495
Adjustments for intra-company transactions with the Council o] (785}
Total 140,774| 144,429
Note 14, Deferred Liabilities
Write down
of finance
lease Short Leng
Term Term
31 March | Repaid | deferred |Additions | 31 March | 31 March | 31 March
2013 in year liability in year 2014 2014 2014
£000s £000s £000s £000s £000s £000s £000s
Ex GMC debt 19,484 (1,724) 0 ] 17,760 1,811 15,049
Finance leases 4,320 ({1,468) {986} 86 2,842 1,178 1,664
Private Finance Initiatives 148,600 (4,728) 0 6,903 150,775 55721 145,203
Deferred taxation (Destination Manchester Ltd) 1,818 0 0 0 1,818 0 1,818
174,222 (7,920) (986) 6,989 173,195 8,561 164,634
Note 15. Group Reserves
31 March | 31 March
2013 2014
£000s £000s
Usable Reserves
Manchester City Council * 355,319 437,386
Unusable Reserves
Manchester City Council * 1,206,695 1,224,049
Group Income and Expenditure Reserve (restated)
Manchester Airports Holdings Ltd 678,816 749,560
Destination Manchester Ltd 22,416 5,736
Total Group Income and Expenditure Reserve (restated) 701,232 755,295
Total 2,263,246 2,416,730

* Further detail can be found in the Council's accounts notes 37 and 38.
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Note 16. Contingent Liabilities of Associates and Joint Ventures

Manchester Airports Holdings Ltd has a contingent liability in respect of claims that have been made from individual property
owners in respect of alleged loss of property value arising from the development and use of new or extended airport runways.
Manchester Airports Holdings Lid will defend any proceedings in respect of these claims and whilst the outcome of these
claims is currently uncertain, it is the directors’ opinion based on legal and property advice that no further material cost will be
incurred.

Note 17. Capital Commitments

Manchester Airport Holdings Ltd have contracted capital expenditure which has not been accounted for in the financial
statements. The Council's share of these capital commitments amounts to £12.7m in 2013/14 (£7.9m in 2012/13).
Note 18. Related Party Transactions

As at 31 March 2014 the amount of loans outstanding owed by Manchester Airports Holdings Limited to Manchester City
Council was £83.2m.

Destination Manchester Limited purchasad goods and services from Manchester City Council during 2013/14 to the value of
£0.393m and had outstanding loans to the Council of £22.4m.

The directors of Destination Manchester Limited are Richard Paver, the City Treasurer of the City Council and Sir Howard
Bernstein, the Chief Executive of the City Council.

There are two non-executive directors on the board of Manchester Airports Holdings Limited who are representatives of the
City Council. These are ClIr Sir Richard Leese, Leader of the City Council, and Clir Bernard Priest, Deputy Leader of the City
Council.
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Manchester City Council Annual Statement of Accounts 2013/14

Appendix to Item 5
22 September 2014

Note 19. Cash Flow Statement - Adjustments to net surplus or deficit on the provision of

services for non-cash movements

Restated
2012113 2013/14
£000s £000s

Depreciation of non current assets (112,485) (48,676)
Impairment of non current assets (100,047) (177,194)
Amortisation of intangible non-current assets (406) (426)
Pension fund adjustments (25,833) (46,892)
Movement in market value of investment property 22,088 45,920
Donated assets fair value 910 0]
Differences between statutory accounting and amounts
recognised as income and expenditure in relation to financial
instruments 4,019 29
{Increase) in impairment for provision for bad debts (6,957) (7,585)
Contributions to provisions (3,802) (4,385)
Carrying amount of property, plant and equipment, investment
properties and intangible assets sold (42,436) (39,343)
Amount by which council tax income and business rates
adjustment included in the comprehensive income and
expenditure statement is different from the amount taken to the
general fund in accordance with regulation 0 (40,0686)
Other non-cash movements 374,965 (7,121)
Increase / (decrease) in inventories (241) 228
Increase / (decrease) in debtors (less capital) (3,598) 38,089
Increase in interest debtors 203 29
{Increase) / decrease in creditors (less capital) (14,934) (11,288)
Decrease in interest creditors 3,821 (2,995)
Total 95,267 (301,676)

Note 20. Cash Flow Statement - Adjustments for items included in the net surplus or deficit on the

provision of services that are investing and financing activities

Restated
201213 201314
£000s £000s

Proceeds from the disposal of property, plant and equipment,
investment properties and intangible assets 11,661 23,160
Capital Grants credited to surplus or deficit on the provision of
services 56,410 67,720
Purchase of property, plant and equipment 51,944 0
Purchase of intangible assets 9,167 0
Other adjustments for items included in the net surplus or
deficit on the provision of service that are investing or financing
activities (35,548) 29,472
Total 93,634 120,352

\od
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Manchester City Council
Audit Committee

Note 21. Cash Flow Statement - Operating Activities

The cash flows for operating activities include the following items:

Manchester City Council Annual Statement of Accounts 2013/14

Appendix to Item 5
22 September 2014

Restated
2012/13 2013/14
£000s £000s
Interest received (1,471) (7,014)
Interest paid 57,231 35,681
Dividends received (500) {(27,346)
Taxation 13,658 170
Total 68,918 1,491
Note 22. Cash Flow Statement - Investing Activities
Restated
2012/13 2013114
£000s £000s
Purchase of plant, property and equipment, investment
property and intangible assets 209,876 197,829
Purchase of short term and long term investments 0 1,500
Proceeds of plant, property and equipment, investment
property and intangible assets (15,145) (23,164)
Capital grants received (39,317) (47,023)
Other receipts from investing activities (15,959) (17,257)
Total 139,456 111,885
Note 23. Cash Flow Statement - Financing Activities
Restated
201213 201314
£000s £000s
Repaymentis of long and short term borrowing 11,648 55,000
Cash payments for the reduction of outstanding liabilities
relating to finance leases and PFi contracts 6,838 5,995
Equity dividends paid 9,035 0
Cash receipts of long and short-term borrowing {15,000) {39,555}
Net payments / (receipts) relating to preceptors element of
council tax 6,642 (1,138)
Net paymentis / (receipts) relating to national non domestic
rates 9,476 (22,327)
Total 28,639 (2,025)
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Audit Status

The City Council's accounts are subject to audit in accordance with the Audit
Commission Act 1998 (formerly part of the Local Government Finance Act
1982) and the Code of Audit Practice.
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GLOSSARY OF FINANCIAL TERMS

Actuarial Gains and Losses

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

Agency Services

Services that are performed by or for another authority or public body, where the
authority responsible for the service reimburses the authority carrying out the work
for the cost of that work.

Amortisation

A charge to the comprehensive income and expenditure statement spread over a
number of years.

Assets

[tems of worth that are measurable in terms of value. Current assets are ones that
may change in value on a day-to-day basis (e.g. inventory). Non current assets are
assets that yield benefit to the Council for a period of more than one year (e.g. land).

Balances

The reserves of the Council, which include the accumulated surplus of income over
expenditure.

Capital Expenditure

Expenditure on the acquisition or enhancement of property, plant and equipment that
have a long-term value to the Council. This includes grants or advances paid to third
parties to assist them in acquiring or enhancing their own property, plant and
equipment.

Capital Receipts

Money received from the sale of property, plant and equipment or repayment of a
capital advance.

Collection Fund
The fund maintained by the Council into which are paid the amounts of Council Tax
and Business Raites that it collects, and out of which are o be paid precepts issued

by precepting authorities, its own demands and share of business rates to Ceniral
Government and the Fire and Rescue Authority.
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Community Assets

These are assets that the Council intends to hold in perpetuity, which have no
determinable finite useful life and may have restrictions on their disposal (e.g. parks).

Contingent Assets

Sums due from individuals or organisations that may arise in the future but which
cannot be determined in advance.

Contingent Liabilities

Sums due to individuals or organisations that may arise in the future but which
cannot be determined in advance.

Core Cities

Core Cities are a unique and united local authority voice to promote the role of cities
in driving economic growth, representing the councils of England’s eight largest city
economies outside London - Birmingham, Manchester, Liverpool, Leeds, Sheffield,
Bristol, Newcastle and Nottingham.

These cities drive local and underpin national economies. Working in partnership,
they aim to enable each City to enhance their economic performance and make
them better places to live, work, visit and do business.

Corporate and Democratic Core

This comprises the activities that all local authorities engage in because they are
elected multi-purpose authorities. The cost of these activities is over and above
those which would be incurred by a series of independent, single purpose,
nominated bodies managing the same services.

Creditors

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

Current Service Cost

The increase in present value of a defined benefit pension scheme’s liabilities
expected to arise from employee service in the current financial year.

Curtailments
FFor a defined benefit pension scheme, an event that reduces the expected years of

future service of present employees or reduces the accrual of defined benefits for a
number of employees for some or all of their future service.
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Debtors

Sums of money owed to the Council at the balance sheet date but not received at
that date.

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.

Defined Contribution Scheme

A pension or other retirement benefit scheme into which an employer pays regular
contributions fixed as an amount or 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.

Depreciated Replacement Cost

A method of valuation that provides a proxy for the market value of specialist
properties.

Depreciation

The measure of the wearing out, consumption or other reduction in the useful
economic life of property, plant and equipment.

Exceptional ltems

Material items which derive from effects or transactions that fall within the ordinary
activities of the authority and which need to be disclosed separaiely by virtue of their
size or incidence to give fair presentation of the accounts.

Expenditure

Amounts paid by the Council for goods received or services rendered of either a
capital or revenue nature. This does not necessarily involve a cash payment -

expenditure is deemed to have been incurred once the goods or services have been
received even if they have not been paid for.
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Fair Value

The fair value of an asset is the price at which it could be exchanged in an arms
length transaction.

Fees and Charges
Income arising from the provision of services, e.g. the use of leisure facilities.
Finance Lease

A finance lease is one that transfers substantially all the risks and rewards of
ownership of items of property, plant and equipment to a lessee.

General Fund

The total services of the Council except for the Housing Revenue Account and the
Collection Fund. Council Tax, Government Grants and Business Rates meet the net
cost of this.

Impairment

A reduction in the value of a property, plant and equipment below its carrying amount
in the balance sheet.

Income

Amounts due to the Council for goods supplied or services rendered of either a
capital or revenue nature. This does not necessarily involve cash being received -
income is deemed to have been earned once the goods or services have been
supplied even if the cash has not been received.

Infrastructure Assets

These are inalienable assets, expenditure on which is recoverable only by continued
use of the asset created. Examples of such assets are highways and footpaths.

Interest Cost (Pensions)

For a defined benefit scheme, the expected increase during the period in the present
value of the scheme liabilities that arise from the passage of time.

International Financial Reporting Standards (IFRS)

These are statements prepared by the International Accounting Standards Board to
ensure consistency in accountancy matters. Many of these standards now apply to
local authorities and any departure from these must be disclosed in the published
accounts.
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Inventory

Raw materials and consumable items the Council has purchased to use on a
continuing basis and has not used by the end of the financial year.

Investment Properties

These are propenrty or land that is held solely to earn rental income or for capital
appreciation or both.

Liabilities

Amounts due to individuals or organisations that will have to be paid at some time in
the future. Current liabilities are payable within one year of the balance sheet date.

Long-term Contracts

A contract entered into for the design, manufacture or construction of a single
substantial asset or service where the time taken to complete the contract is such
that the contract activity falls into different accounting periods.

Minimum Revenue Provision (MRP)

This is the amount that is charged to an authority's Movement in Reserves
Statement each year and set aside as a provision for credit liabilities.

National Non-Domestic Rate (NNDR)

All non-domestic properties have been valued and the Government determines a
national rate poundage each year, which is payable io all local authorities. Local
authorities collect the national non-domestic rate and pass 50% to the Government.
Operating Lease

A lease other than a finance lease.

Past Service Cost

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

Precept

The amount levied by the various joint authorities (e.g. fire and rescue authority),
which is collected by the Council on their behalf.
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Provisions

These are sums set aside to meet liabilities or losses that have been incurred but
where the amount and/or timing of such costs are uncertain.

Public Works Loan Board (PWLB)

A Government agency that lends money to local authorities. Local authorities are
able to borrow some or all of their requirements to finance capital expenditure from
this source.

Residual Value

The net realisable value of property, plant or equipment at the end of its useful life.

Reserves

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

Revenue Contributions
The method of financing capital expenditure directly from revenue.
Revenue Expenditure

Expenditure incurred on the day-to-day running of the Council. This mainly includes
employee costs, general running expenses and capital financing costs.

Revenue Expenditure Funded from Capital Under Statute (REFCUS)

These are items of capital expenditure that do not result in, or remain maiched by,
the Council’s propeniy, plant and equipment.

Revenue Support Grant (RSG)

A grant paid by the Government to each local authority to help to finance its general
expenditure.

Settlement
An irrevocable action that relieves the employer of the primary responsibility for a

pension obligation and eliminates significant risks relating to the obligations and the
assets used to effect the settlement.
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1.  Scope of Responsibility

1.1

1.2

1.3

1.4

1.5

2.1

2.2

Manchester City Council is responsible for ensuring that its business is conducted in
accordance with the [aw and proper standards. It is also responsible for ensuring that
public money is safeguarded, properly accounted for and used economically, efficiently
and effectively. The Council also has a duty under the Local Government Act 1999 to
make arrangements to secure continuous improvement in the way in which its functions
are exercised.

In discharging these responsibilities, the Council must put in place proper arrangements
for the governance of its affairs and effective exercise of its functions, which includes
arrangements for the management of risk. The Council first adopted a Code of
Corporate Governance in June 2008. This Cade is included in the Council’s Gonstitution
(part 6 section G). It sets out how the Council operates, how decisions are made and the
procedures which are followed to ensure that these are efficient, transparent and
accountable to local people. Some of these processes are required by law, while others
are a matter for the Council to choose.

The Code of Corporate Governance and the Council’s Constitution are reviewed
annually to ensure they remain consistent with the principles of the Chartered Institute of
Public Finance and Accountancy and the Society of Local Authority Chief Executives
and Senior Managers (CIPFA/SOLACE) joint framework for delivering good governance
in local government (2012).

This Annual Governance Statement (AGS) explains how Manchester City Council has
complied with the Code of Corporate Governance. The AGS also meets the
requirements of the Accounts and Audit (England) Regulations 2011 regulation 4(3)
which requires all relevant bodies to prepare an Annual Governance Staiement (AGS).

Further details on any areas of particular interest can be accessed by clicking on the
hyperlinks (highlighted and undetlined throughout the document).

The Purpose of the Governance Framework

The governance framework comprises the systems and processes, cultures and values
by which the Council is directed and controlled, and through which it accounts to,
engages with and leads the community. 1t enables the Council to monitor the
achievement of its strategic objectives as set out in the Community Strategy, and to
consider whether those objectives have led to the delivery of appropriate, cost effective
services. These objectives are underpinned by the corporate values of People, Pride
and Place.

The system of internal control is a significant part of the framework and is designed to
manage risk to a reasonabie level. It cannot eliminate all risk of failure to achieve the
Council’s aims and objectives, and can therefore only provide reasonable and not
absolute assurance of effectiveness. The system of internal control identifies and
prioritises risks; evaluates the likelihood of those risks being realised and the impact
should they be realised; and aims to manage them efficiently, effectively and
economically.
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3.

3.1

3.2

3.3

3.4

3.5

Context of 2013/14 AGS

The Annual Governance Statement forms part of the Council’'s Annual Statement of
Accounts. The Statement of Accounts includes a foreword from the City Treasurer which
sets out the legislative and policy changes over 2013/14 which have shaped how the
Council functions. The key changes are summarised here and set out in detail in the
foreword to the Statement of Accounts.

The Greater Manchester Strateqy 2013 - 2020

The circumstances in which the Greater Manchester Combined Authority operates have
changed drastically since publication of the first GMS in 2009. The economy has now
returned to growth following the downturn. However, reduced public sector funding and
the impact of welfare reform will mean the delivery of GM’s ambitious economic growth
objectives will continue to be challenging. In light of this a refreshed strategy, Stronger
Together — Greater Manchester Strateqy 2013 - 2020, was published during 2013. This
outlined the following key priorities

¢ Creating the conditions for growth;

e Delivering an integrated approach to employment and skills, to prevent and

reduce youth unemployment;
* Supporting business growth and
» Building independence and raising aspirations through public service reform.

Greater Manchester City Deal

In March 2012, Government announced a bespoke City Deal with Greater Manchester
Combined Authority empowering the city region to make its own decisions on
maximising economic growth, based on the unique needs and opportunities of the area’s
economy. The City Deal Implementation Plan sets out the delivery programme for the
different elements of City Deal including the Earnback mechanism for funding transport
infrastructure, the creation of a City Apprenticeship and Skills Hub and work with
government on devolution of transport funding.

The Manchester Way — Manchester’s Community Strategy 2006 — 2015

The Manchester Way sets out the vision for the city. Since 2006 there have been major
financial and policy changes which bring new challenges for the city and its
communities. Because of this the Manchester Partnership set out a strategic narrative
shaping the priorities for the remaining years of the Community Strategy around Growth,
People and Place. The refreshed strategy provides a framework for the Council’s budget
setting, supporting alignment of budget decisions with priorities: supporting growth and
investing in people to build personal and community resilience, to reduce demand on
high cost public services. The Manchester Partnership is now working on a successor to
the Community Strategy.

During 2013/14 the Manchester Partnership reviewed its governance arrangements and
agreed to replace the Manchester Board with the Manchester Leaders’ Forum. The
Forum will include leaders from a range of sectors and will enhance the partnership’s
leadership capacity and ability to drive forward strategic priorities. It will play a key role in
developing the successor to the Community Strategy.
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3.6

3.7

3.8

3.9

3.10

Transformation of Council Services

The directorates for Children and Commissioning and Families, Health and Wellbeing
were brought together in a new single Directorate for Children and Families from April
2014. This supports the integration of health and:social care provision based on a whole
family model. It will also provide a solid infrastructure to continue new ways of delivering
services such as Troubled Families, Early Years and Health and Social Care integration.
The new Directorate will be led for a two year period by the Deputy Chief Executive
(People}), working alongside the statutory Directors of Children’s Services and Adult
Social Services.

A new Growth and Neighbourhoods Directorate has also been created bringing together
the neighbourhood delivery and economic development functions from within the
previous Neighbourhood Services Directorate and Regeneration Division. The creation
of this new directorate will better align the Council’s leadership and operational capacity
around local areas, and with the city’s growth priority. The new Directorate is led by the
Deputy Chief Executive (Growth and Neighbourhoods).

Public Service Reform

Building on progress made last year, the Council continues to roll out and monitor the
effectiveness of several major public service reform programmes designed to support
people into independence;

» The integration of Health and Social Care

¢ Transforming the Justice System

¢ Increasing work and skills

¢ Providing early intervention through integrated service delivery between health

and local authorities for O — 4 year olds
e Reducing the number of ‘“Troubled Families’.

Living Longer, Living Better

Across Greater Manchester a programme entitled “Healthier Together” has been
designed to reconfigure hospital services to address the inconsistent outcomes from
hospital services and their uncertain financial sustainability. Across Manchester new
models of primary medical care are being developed with three key aims; increase the
scope of services delivered through primary care, bring consistency as part of the
system and introduce a representative provider voice to primary care. The goal for
Manchester is for the population to be living longer and living better, which is the name
given to the integrated health and social care programme. This is patrt of the growth and
reform plans within health and social care being led by the Health and Wellbeing Board.

Influencing Behaviours

A key component of the Council’s approach to people based reform is influencing
behaviour. A programme of work is being undertaken to understand what behaviours the
Council needs to influence and change, be they behaviours of local residents, such as
not littering, having a good attendance record at school, or accessing services online, or
behaviours of staff or partners, such as working together more efficiently or improving
motivation and engagement.
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Financial Settlement 2013/15

3.11  During the year 2013/14 the Council has implemented changes to save the £80m
required by the 2013/15 settlement. Staffing levels have fallen by approximately one
third between December 2010 and December 2013, a total of £24m of the £80m has
been saved through staff leaving the organisation. Workforce reductions during this
budget period have been enabled through a Voluntary Early Retirement and Severance
Scheme which has supported workforce reductions aligned to the organisation’s
objectives and transformation. Central to the operation of the scheme was the objective
of ensuring that the skills needed for the future were not lost and transition well
managed whilst savings were delivered. Delivery of these workforce savings in this
context has been underpinned by a focus on skills development, succession planning,
career pathways and the work to influence behaviours as outlined above.

3.12 Government has now published the local government finance settlements for 2014/15
and provisional settlement for 2015/16. The Council will need to make almost £100m of
savings over 2015/16 and 2016/17. This combined with the increased cost of the levies
for Waste Disposal and Transport has led to a 40% reduction in resources available to
support directorates’ net revenue budgets. There have also been considerable changes
to how local government is funded including the partial re-localisation of business rates;
localisation of council tax support and associated reduction in funding and the transfer of
responsibility for public health. Together these bring more volatility and uncertainty to the
level of resource the Council will receive,

Welfare Reform

3.13 The Welfare Reform Act 2012 has fundamentally changed the administration of and
entitlement to welfare benefits and the process of getting people ready for work.
Claimants who are losing entitlement to benefits as a result of the reforms may be in
need of additional support from the Council and other organisations, and this has been
seen in applications to discretionary funds such as the Local Welfare Scheme. The
Council is also subject to new duties in its council tax collection and benefits
administration role, such as the operation of the Council Tax Support Scheme. Through
the Welfare Reform Programme Board, the Council is monitoring the impact of welfare
reform and how best to supports local citizens.

Education Reform

3.14 Legislation, such as the Academies Act 2010, has led to considerable change in
education policy and the role of local authorities. A major change has been a significant
number of schools have converted to academies which are directly accountable to the
Secretary of State, rather than the local authority. To respond positively to the changes,
The Council has appointed a Director of Education and Skills to provide strategic
direction by strengthening partnership working, and linking education and skills to the
city’s growth strategy. Against this background a Strategic Education Partnership (SEP)
has been developed, to agree and connect educational, skills and employment priorities
for Manchester. A school-led organisation, the Manchester Schools Alliance has also
been formed which will ensure that the SEP can deliver the vision for the development of
education and sKilis in the city.
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5.1

5.2

5.3

5.4

2.5

Annual review of effectiveness of the governance framework

The Council has a legal responsibility to conduct an annual review of the effectiveness
of its governance framework, including the systems of internal control. After conducting
this review the Council has assurance that its governance arrangements and systems of
control are robust and reflect the principles of the Code of Corporate Governance. This
section explains what arrangements were reviewed, and how this assurance was arrived
at.

Summary of the process of challenge and scrutiny by Council and its Committees

The Council has four bodies jointly responsible for monitoring and reviewing the

Council’'s governance:

» The Executive - proposes the budget and policy framework to Council and makes
decisions on resources and priorities relating to the budget and policy framework;

¢ Audit Committee - approves the Council’s Annual Accounts, responds to External
Auditors’ recommendations and oversees the effectiveness of the Council’s
governance, risk management and internal control arrangements;

¢ Finance Scrutiny Commitiee - considers the implications of financial decisions and
changes to corporate, partnership and city region governance arrangements;

¢ Standards Committee - promotes high standards of ethical conduct, advising on the
revision of the Codes of Corporate Governance and Conduct for Members.

There is provision for Councillors (minimum of five or the Chair of the relevant Scrutiny
Committee) to ‘Call In’ decisions taken by the Executive (or Senior Officers under
delegated authority), for consideration by the relevant Scrutiny Committee. The
Committee will then consider the reasons for calling the decision in and either confirm
the decision, refer it to the decision maker for reconsideration, or refer it to full Council if
the Committee believes that the decision runs contrary to the budget or policy
framework. One decision was subject to the ‘Call In’ process during 2013/14, relating to
a Day Care report which was examined by the Health Scrutiny Committee. The outcome
of the call in was that, after full consideration of the issues, it was not necessary to refer
the matter back to the decision maker for re-consideration.

Head of Internal Audit and Risk Management Annual Opinion 2013/14

The Public Sector Internal Audit Standards (PSIAS) are the agreed professional
standards for internal audit in local government which the Internal Audit Service
operated under during 2013/14. In conformance with PSIAS requirements the Head of
Audit and Risk Management reports an annual assurance opinion on the adequacy and
effectiveness of the Council’s internal control arrangements. The report for April 2013 to
March 2014 highlights matters for consideration and refers to plans for further assurance
activity in areas of concern. The extent and direction of audit coverage is driven by an
assessment of risk and, by necessity, available resources.

Overall, the Head of Audit and Risk Management can provide substantial assurance
that the Council’'s governance, risk and control framework is generally sound and
operated reasonably consistently other than in respect of a small number of significant
control issues identified. The opinion is based on delivery of planned Internal Audit work
and reliance on some other assurances available in the period. The key issues identified
were as follows:
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» Given the scale and range of data and information assets held by the Council
there remain inherent risks of loss or leakage of sensitive information that
requires a sound system of risk management and control. This risk is increased
by the nature of social care, health partnership and reform work requiring
substantial volumes of data sharing between the Council and other organisations.
During 2013/14 there were a small number of incidents that emphasised the need
for controls to be strengthened. Actions were taken in a number of key areas and
there is a corporate commitment to deliver on a focused improvement plan during
2014.

* There have been a number of positive steps taken to strengthen the Council’'s
ICT arrangements and 2013/14 was a year of further progress with major
programmes of improvement delivered including the Town Hall Extension fit out
and the establishment of the new data cenire at The Sharp Project which, while
not due to complete until August 2014, is operational with some key services
such as the SAP system already established in the new facility. Nonetheless
there remain key challenges to be addressed in terms of security, resilience,
bringing more applications to the latest upgrade versions and the prioritisation of
business projects with ICT interdependencies to provide the capacity to support
transformation to the scale of the Council ambitions.

¢ A second limited assurance opinion was issued in respect of safeguarding
casework compliance operated for the Council by Manchester Mental Health and
Social Care Trust. This has accelerated a programme of improvement activity and
will be subject to further audit starting in July 2014. A report will be presented by
senior management to the Council’s Audit Committee in October focusing on
actions being taken to respond to recommendations made through the audit.

The challenge from an audit perspective, as recognised by management and Members,
remains the financial context and the impact of delivering a continuous programme of
substantial savings continues to impact on all areas of the business. Savings plans are
well established and being delivered for 2013-2015 and planning for 2015 onwards is
underway which will have further significant impact on the way the Council operates.
Whilst the Council remains well placed to respond, the scale and pace of required
savings remains a fundamental risk.

In a Council of Manchester's size and complexity, with iis significant ambitions, change
agenda and savings requirements, there is an inherent risk of breakdown in the systems
of control particularly where roles, responsibilities and systems are changing. Internal
Audit has worked actively with management to identify and examine these areas of
potential risk and support them in anticipating future risks and challenges for 2014/15
and beyond. Where audit work has highlighted areas for improvement recommendations
have been made to address the risk and management action plans agreed.

Schools remained an area of focus for Internal Audit. The Council gave moderate
assurance for the majority of schools audited but found examples of good practice in
others. The Council provided limited assurance for a small number and will target follow
up work to ensure recommendations are implemented. The Council has responded to a
number of requests for audits of schools experiencing difficulties or where audit
involvement could add most value. Key risks continue to be around procurement and
purchasing controls including the engagement of governors in decision making. Cash
handling and dinner money also remained key themes. The Council continues to engage
effectively with schools, and the Manchester Schools Alliance as well as school cluster
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5.10

2.11

group conferences and events, to develop new ways of supporting head teachers,
business managers and govemors.

Annual Review of the System of Internal Audit 2013/14

In accordance with the requirements of the Accounts and Audit Regulations 2003
(Amended 2006 and 2011) an annual review of the effectiveness of the system of
internal audit was undertaken as part of the Council’'s governance assurance processes.
The 2013/14 review demonstrated there was an effective system of internal audit in
place including a poiicy framework, internal audit function, Audit Committee and effective
management engagement. Internal Audit operates in conformance with PSIAS and
codes of ethics for the delivery of audit work. The Internal Audit Team delivered its audit
plan on time, had a sound base for carrying out audit activity and met its overall
objectives of providing audit assurance and advisory support to the Council. The
external auditor's planning risk assessment for 2013/14 concluded that the Internal Audit
function forms an effective part of the Council’s control environment.

External Auditor’s Review of the Effectiveness of Governance Arrangements

The Council’s external auditor, Grant Thornton, produces an Annual Audit Letter which
summarises the key issues highlighted by the work they have carried out. The Annual
Audit Letter 2012/13 was reported to Audit Committee on 28 November 2013. The main
conclusions of the Audit Letter regarding the key assessment areas were:

Value for Money and Financial Resilience;

“On the basis of our work, and having regard to the guidance on the specified criteria
published by the Audit Commission, we are satisfied that in all significant respects the
Council put in place proper atrangements to secure economy, efficiency and
effectiveness in its use of resources for the year ending 31 March 2013.”

“The Council's strong arrangements for financial governance, planning and controf
position it well to respond fo the significant challenges arising from continuing financial
austerity.”

Annual Governance Statement;

“The Council updated the format and contents of its Annual Governance Statement for
2012-13 and we concluded this was consistent with our knowledge of the Council and
met the requirements of the CIPFA/SOLACE "Delivering Good Governance in Local
Government” framework.”

The Annual Accounts;

“Our opinion confirms that the Council's single entity accounts gave a true and fair view
of the Council's financial position and of its income and expenditure and that the
Council's group accounts gave a true and fair view of the group's financial position and
of its income and expenditure, except for the effects of the non-alignment of group
accounting policies for land and buildings .”

In response to the qualified audit opinion on the Council's 2012/13 Group Accounts
relating to the non-alignment of group accounting policies the Council has, in liaison with
Manchester Airports Holdings Ltd (MAHL), commissioned valuations of the land and
building assets for Manchester, Bournemouth and East Midlands Airports. Discussions
are being held with the valuers commissioned and Grant Thornton to ensure that all
parties are aware of the method of valuation of each type of assets. The Council is also
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5.15
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in the process of commissioning updated valuations in relation to Stansted Airport from
the company who undertook this work as part of the purchase of Stansted by MAHL. All
valuations will be available to be used in the Council's 2013/14 Group Accounts.

The Annual Audit Letter for 2013/14 is due 1o be reported to Audit Committee in
September. As part of the 2013/14 audit, Grant Thornton will provide its opinion on the
Annual Accounts 2013/14, and a value for money conclusion that will take account of key
risk areas including financial resilience.

The Council monitors the implementation of external audit recommendations. Assurance
reports are presented to Audit Committee and Grant Thornton bi-annually summarising
the Council’'s performance in implementing recommendations effectively and within
agreed timescales. The |latest assurance report was presented to Audit Committee on 20
March 2014 and the next report will be in October 2014.

Annual Review of the role and responsibilities of the Senior Finance Officer

As part of its work on governance and financial management across public setrvices,
CIPFA issued its Statement on the role of the Chief Financial Officer in Local
Government (the Statement) in 2010. The Council has undertaken a review of the role
and responsibilities of its Chief Financial Officer (CFQ) against the five principles that
define the core activities and behaviours that belong to the role of the CFO and the
governance requirements needed to support them.

The review concluded that the CFO meets the responsibilities of the Senior Finance
Officer in full and is ideally placed to develop and implement strategic objectives both
within Manchester City Council and the Greater Manchester Combined Authority, given
his role as the City Council’'s Section 151 Officer, City Council Treasurer and Greater
Manchester Combined Authority (GMCA) Treasurer. He reports directly to the Chief
Executive and is a Member of the Council’s Senior Management Team. The CFO
influences all material business decisions and oversees corporate governance
arrangements, the audit and risk management framework and the annual budget
strategy and planning processes. The Council's financial management arrangements
conform with the governance requirements of the CIPFA Statement on the Role of the
Chief Financial Officer in Local Government.

Assessment of the robusiness of corporate governance in business planning,
including analysis of findings from the Governance Self Assessment
Questionnaire

The annual business planning process includes a questionnaire about the extent to
which high governance standards are embedded in each directorate. In 2013/14 the
guestionnaire was amended to align with the Council's Code of Corporate Governance.
Responses have been analysed to identify areas of governance which can be
strengthened. The assessment identified that whilst staff across the organisation have a
good understanding of the Code, further work is required in three areas:

* Arrangements for communicating processes and policies should be sirengthened.
There is an inconsistent level of understanding of whistle blowing, Anti-fraud, Anti-
Corruption policies, the Council's Constitution and Financial Regulations.

o Ensuring staff understand essential practices in protection of information. Mandatory
learning and development in this area will support practical improvements.
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5.20
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» Responding to recommendations from internal and external auditors within
deadlines.

Evaluation of the effectiveness of processes to gain reassurance about the
robustness of governance arrangements in the Council’s Significant Partnerships

Since 2008 the Council has maintained a Register of Significant Partnerships. It lists all
partnerships considered to be of the highest significance to the financial position and
reputation of the Council and to achieving its objectives. There are a variety of
partnership arrangements involving the Council in place, ranging from joint ventures,
statutory groups and Private Finance Initiatives (PFls). Governance structures in place
across partnerships differ depending on their legal status. A number of improvements
were made in 2013/14 to strengthen the Council’s assessment of partnership
governance arrangements, and to support officers and stakeholders in ensuring good
practice is understood and embedded.

The partnership govermance self-assessment forms which are completed annually have
been reviewed to include more effective questions which support objective analysis. The
assessment process is as follows:
* An officer with a detailed knowledge of the partnership provides a self
assessment risk recommendation
» The self assessment forms are reviewed by a panel of officers with expertise in
governance, audit, financial regulations and applicable legal regulations, who
assess whether there is sufficient evidence provided to justify the recommended
risk rating, request further evidence where necessary to justify the risk score and
amend the rating where satisfactory evidence justifying the recommendation
cannot be provided.
e Strategic Management Team Leads have oversight and approval of the
assessment summary, 1o ensure it reflects their knowledge of the operation of the
parinerships gained as a result of their board membership.

The Audit Committee has led work to raise partnership governance standards. In 2013
the Committee recommended that the assessment process be strengthened by verifying
that assessments were an accurate reflection of governance arrangements. In January
2014 the Committee reviewed the significant partnerships register and requested a
further report in six months detailing the improvements to governance arrangements that
had been made in those partnerships whose governance arrangements had been rated
as a medium or high risk through the assessment process. This will ensure continued
focus on the promotion of good partnership governance standards.

The Council’s Partnership Governance Framework was updated in 2013 and published
on the Council’s website. The Framework has been reviewed to improve the quality and
clarity of guidance and will assist in embedding a consistent understanding of risk, and
good governance practices especially in new and emerging partnerships.

Developing the skills and behaviours for collaborative working is a core component of
the Council’s Leadership Framework with a number of elements of the framework
including modules and activities focused on this. The Collaborative Leadership
Programme is the flagship development programme for leaders and working in
partnership is the key focus of this.
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5.23

5.24

5.25

5.26

in 2014/15 the partnership assessment process will be reviewed to ensure it fully
encompasses partnerships responsible for delivering services according to new delivery
models designed as part of the Council’s Public Setvice Reform programme and
partnerships established to commission and monitor delivery of services. As
transformation resulting from public service reform continues it is likely that new delivery
models will become more widespread, therefore ensuring good governance of these
models will be critical.

The Council’s internal governance and internal control management groups

Responsibility for internal governance and internal conirol lies with the Chief Executive
and Strategic Management Team (SMT). The SMT Use of Resources Sub-Group is
responsible for evaluating the effectiveness and fitness for purpose of the Council’s
corporate governance arrangements and for leading the development and
implementation of changes necessary to bring about improvement. The Annual
Governance Statement (AGS) Working Group is responsible for supporting the work of
the SMT Use of Resources Sub-Group and developing this AGS.

Manchester City Council’s 2012/13 Local Accounts

The Care Quality Commission (CQC) is the regulatory body responsible for the quality of
health, mental health and aduli social care in England. The CQC publish information of
the standards of residential, nursing and home care. Until 2009/10 the CQC produced
an annual assessment (Capturing Regulatory Activity at a Local Level - CRILL) of how
each local authority commissions services for people in their local area. However,
changes to the role of the CQC means Councils are now advised to produce ‘local
accounts’. This is not a statutory requirement but good practice in demonstrating
accountability and transparency. Local accounts must demonstrate how the Council has
safeguarded and maintained personal dignity, put people first and achieved value for
money, judged against the health and social care outcomes for their area. The
conclusions from both the 2012/13 and 2013/14 Local Accounts will be available in
August 2014. Audit Committee will review the Local Accounts once available, and they
will also be available for consideration by the Health Scrutiny Committee.

Currently, across the north-west region, Councils are working on a sector led
improvement programme to raise standards in adult social care through peer support,
challenge and review. A suite of performance measures are being developed to support
benchmarking of social care provision.

The Office for Standards in Education, Children’s Services and Skills (Ofsted)

Ofsted inspects and regulates services which care for children and young people and
those providing education and skills for learners. As of 31 March 2014, Ofsted inspection
reports were published for 62 schools for 2013/14. Ofsted concluded that 41 or 66% of
schools inspected were good or better for overall effectiveness, 17 or 27% required
improvement and 4 or 6% were inadequate, 2 of which are in special measures. 79% of
schools in Manchester are judged to be good or better in their most recent inspection,
17% are judged to require improvement and 4% are judged to be inadequate with 3% in
special measures. 77% of all children in Manchester schools attend an outstanding or
good school, 18% a school that requires improvement and 5% a school that is
inadequate. All school inspection reports are published on the Ofsted website.
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5.27 The last Safeguarding Children Ofsted judgement of the Council ook place in November

6.1

6.2

6.3

6.4

2010. Manchester was judged as ‘Adequate’. A more recent Safeguarding Peer Review
took place in March 2013. The findings are currently being acted upon and progress is
regularly monitored. An Ofsted Inspection of the Council’s Fostering Service in March
2013 judged it to be ‘Good’. Ofsted have introduced a new inspection framework for
inspection of services for children in need of help and protection, children looked after
and care leavers, which came into effect in November 2013. To ensure compliance with
the standards of the new framework, the Council has carried out a seif assessment and
is monitoring progress against required actions. For example, an action plan is being
prepared to address operational data quality issues.

Progress on governance challenges identified from last year’s

(2012/13) Annual Governance Statement

This section summarises the activity against each of the governance improvement
actions identified in the 2012/13 AGS.

Monitoring the Impacts of Organisational Change — Context

The 2012/13 AGS acknowledged that in light of new directorate structures, workforce
reductions, closer partnership working, transformation, public service reform and welfare
reform it has become increasingly important to monitor the effect of changes using real-
time, or as up-to-date information as possible. This was found to be crucial for budget
monitoring and the evaluation of new ways of working. As regards budget monitoring up
to date data supporting budget monitoring and forecasting and tracking progress
towards savings was identified as a priority. A robust evaluation and reporting framework
in support of each of the Public Service Reform (PSR) workstreams is a crucial part of
this, to support decision makers in their strategic planning.

Monitoring the Impacts of Organisational Change — The Performance Management
and Evaluation Framework

Budget monitoring at both a directorate and a corporate level has been strengthened by
submitting savings trackers regularly to directorate management teams, SMT and its
subgroups. These show progress towards savings targets and assign a RAG (Red,
Amber or Green) risk rating based on the level of likelihood and the impact of the saving
not being achieved. Internal Audit have reviewed the governance of savings and
continue to provide positive assurance. Financial monitoring activity includes, for
example, work to mitigate against the risk of £200k of Facilities Management savings not
being met, and a predicted Learning Disability overspend for 2013/14, which is being
mitigated by other funding sources, and wili continue to be closely monitored in 2014/15.

There is a strong focus on collecting accurate and meaningful data in the
implementation of new PSR workstreams. This enables evaluation of new workstreams
on a regular basis to understand the impact new models are having and the difference
between them and the existing or previous delivery models. As an example findings from
regular evaluations of the Troubled Families programme have been submiited to the
Manchester investment Board to provide a common understanding of the outcomes and
financial impact of the programme fo inform the direction of the programme and the
development of investment agreements. A key part of the improved support provided to
the Council's SMT and the Manchester Partnership is the development of a PSR
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Dashboard. This reports the latest available data for the Troubled Families, Early Years,
Heaith and Social Care and Transforming Justice workstreams. This measures the
outcomes for recipients of services and is being developed to show the financial impact
on the Council and its partners.

Place based reporting, for example of Welfare Reform, has been expanded to measure
the effect of changes in service delivery on different areas. Changes can be monitored
to ensure required outcomes are achieved, and where issues are identified they are
addressed quickly by targeted multi-agency actions, before they become more complex
and costly to solve. Directorates receive budget information at monthly management
meetings, so where necessary there can be intervention to ensure savings targets are
met.

Work is underway to improve the quality, reliability and clarity of data held on the
Council’s integrated information system, SAP. This includes work to better align human
resource data and financial data for reporting and operational management purposes.
This will lead to a strengthened evidence base for the identification of workforce and
financial risks and issues and improved assurance supporting future workforce planning
and savings tracking.

Monitoring the Impact of Organisational Change — Responsibilities of Staff in
Partnerships

Following the reduction in resources for public services, it has become even more
important that maximum value is obtained from the total public resources available for
the city. In recognition of this, the Council has put greater emphasis on partnership
working to ensure that cohesive services are delivered across organisational
boundaries. The volume of staff, at all levels of the organisation, involved in partnership
working has increased significantly. To support an effective understanding of the roles,
responsibilities and expectations of staff working in partnerships as well as to suppori
them in maximising the benefits of collaborative working a range of measures and
activities have been put in place, these include:

* Developing the skills and behaviours for collaborative working is a core
component of the Council’s Leadership Framework

s As part of work on influencing behaviour change a set of core values have been
developed for the workforce. These will help to embed the behaviours which, as
an organisation we expect our staff to embody when working on partnership and
which are key to Public Service Reform.

» Workforce Development Plans are in place for each directorate which set out the
key activity required to support delivery of the Directorate’s priorities.

e Atemplate secondment policy has been developed to both simplify the process
for seconding staff from the Council to partner agencies {and vice versa) and to
ensure that the governance around this process is improved.

¢ The process for recording gifts and hospitality has been strengthened and re-
enforced to managers. This improvement supports the Council’s anti-corruption
policy in general, as well as partnership governance specifically.

The Chief Executive has taken on a focused role to assure multi-agency safeguarding
arrangements. The Chief Executive meets quarterly with the Independent Chair of the
Children's and Adult's Safeguarding Boards and commissioned from him an
Independent Review of safeguarding for adults and children in the context of reform
arrangements. The key recommendations from this review were accepted by Personnel
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Committee in January 2014, and include the following changes to improve safeguarding
arrangements;

Separation of Safeguarding Delivery and Quality Assurance functions.

Creation of an Integrated Safeguarding Unit.

Strengthening the Safeguarding Boards.

Establishment of a Multi-Agency Safeguarding Hub

Strengthening the Capacity and Coordination of Domestic Abuse services.

The proposals will be implemented using a phased approach. Progress made will be
monitored by an internal group chaired by the Chief Executive, consisting of Executive
Members, Strategic Directors and the Independent Chair of the Safeguarding Boards.

Monitoring the Impact of Organisational Change — Governance of the
Commissioning Hub

It was highlighted in the 2012/13 AGS that there is a need to ensure that sound
governance arrangements are in place for the management and operation of the
Commissioning Hub. A management structure has now been implemented for the Hub.
The Commissioning Hub Manager reports to the Head of Strategic Commissioning and
works closely with the Assistant Chief Executive (Finance and Performance). The Head
of Strategic Commissioning reports to the Strategic Director, Children and
Commissioning. This arrangement allows for sufficient oversight from senior officers with
responsibility for both financial management and operational delivery.

A Strategic Commissioning Board has been established to make decisions relating to
services within Children and Families and to oversee all commissioning activity across
the Council. The board includes senior representation from finance, legal and
performance to ensure legal, regulatory and financial arrangements are adhered to and
that commissioning activity is aligned to the council’s strategic objectives. Current
arrangements are being reviewed by a panel of officers and elected members to ensure
they work effectively in the new organisational and partnership structure.

Information Governance

In the 2012/13 AGS it was highlighted that evidence based decision making, a key part
of Public Service Reform, relies on the availability of accurate data. In light of the
increasing volumes of personal and sensitive data held by the Council to achieve this,
robust security and governance arrangements need to be in place to safeguard the
control of this data. The points below summarise actions taken to strengthen
governance in this area.

The City Solicitor’s division have ensured that information sharing aspirations across
public sector partners are in line with the Data Protection Act and other relevant
legislation and good practice. Although the Council was amongst the first Local
Authorities to achieve Public Services Network (PSN) accreditation, the evolving PSN
standards have required that the Council make considerable further investment and
enhancements to the current ICT Infrastructure to maintain this ongoing compliance.
The Council is in constant dialog with the Cabinet Office to ensure compliance
continues. This in turn will provide assurance that the most sensitive data being
communicated between Manchester and other PSN connected organisations is secure.
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6.15
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6.17

6.18

meetings, and the Terms of Reference are being reviewed to ensure that the most
benefit can be gained from the group. The group reviews risks to information security
and ensures mitigating actions are implemented. The group is attended by the
Directorate Senior Information Risk Officers (SIROs), who take responsibility for the
governance of information security in each directorate.

Work in the year has also included a '12 Golden Rules’ communications campaign with
associated e-learning and guidance for all staff and managers. Given inherent risks
around information security and information sharing this remains an ongoing high priority
area of focus across all Directorates.

The Council has established a Data Quality Forum chaired by the Assistant Chief
Executive (Finance and Performance) and a Data Governance Team to oversee and
drive the Data Quality Programme. A number of measures are being implemented to
improve data quality:

e The Council is currently implementing a Master Data Management system to
ensure customer name and address records are recorded accurately, and in a
standard way, across all systems. This will improve its usability for performance
analysis purposes. Reports and action plans for data owners, and an awareness
campaign for managers and staff will ensure progress this year.

¢ In line with Internal Audit recommendations, the process to administer information
access rights for staff is being reviewed and strengthened to ensure that
employees may only access the information that is essential to their role. This will
be completed during 2014 and will focus on three areas: new starters, staff
transfers and leavers. Security has also been improved by the introduction of
“Two Factor Authentication” (2FA) for staff remotely accessing the Council’s
network. Security is greater as the system requires a code generated by an
electronic “token”, in addition to a password. During 2014 this will be extended to
review the access requirements for external organisations.

Review of Public Health Expenditure

The AGS 2012/13 identified a governance action focused on the transfer of
responsibility for public healih to the Council. It identified that the whole programme of
public health spend should be reviewed during 2013/14 to ensure that it was spent on
delivery of services with a strong evidence base of success, aligned to delivering public
health outcomes, supported the integration of health and social care and would achieve
the best possible efficiency and value for money through integration and reduction of
duplication with other areas of Council and NHS spend.

The programme of public heaith spend has now been fully identified and established
with detailed contracts and service specifications for every commissioned service. There
is a high volume of services (over 100) and considerable spend (c. £40 million) and so
prioritisation has taken place based on size of contract and potential for savings.
Detailed reviews of priority services are underway, with further services 1o follow during
2014/15.

Work is underway to ensure that all public health commissioned services are on a robust

contractual footing, and provide a solid base on which to build future contract monitoring
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and review. This will strengthen governance practices in this area and support broader
reform objectives.

ICT

Key areas of focus for ICT in 2013/14 identified in the last AGS where progress has
been made are;

¢ Risk management throughout ICT is currently being strengthened, led by the ICT
Policies, Standards and Governance Manager.

* Incident management arrangements and decision making for major ICT change
has been strengthened, including the establishment of a revised gateway process
for the assessment, approval and funding of ICT projects.

e Funding streams have been put in place to improve resilience within the data
centre, network and telephony systems.

Significant governance challenges identified during 2013/14

The following challenges were identified as ways o manage possible risks to the

resilience of the Council’s governance arrangements and/or systems of control, after the

publication of the last AGS , through a four stage process:

e Preparation for Business Planning documents, which incorporate the Annual
Governance Self Assessment Questionnaire;

» Analysis of key performance documents, such as the Budget Monitoring Reports and
Risk Reports;

» Discussions with the Council’s external auditor, Grant Thornton, and an analysis of
external audit recommendations reports;

» A meeting of key SMT Leads to identify and discuss any potential emerging
governance issues.

Impact on Resources of the Financial Environment — Financial Settlement
Response and the Volatility of Business Rates

The requirement to reduce the Council’s expenditure by up to £100m during 2015/16 —
16/17 will pose significant challenges and require strong governance processes to
implement effectively. Announcements regarding the financial settlements are
monitored, as an integral part of the budget process, and analysis is provided to officers
and members as soon as possible to allow decisions to be made in a timely manner. A
formal response to the settlement from senior officers and members is also submitted to
the Department for Communities and Local Government (DCLG).

Councils continue to receive an element of Revenue Support Grant. This means
government will retain the ability to reduce spending in line with Comprehensive
Spending Reviews. The impact of the Local Government Financial Settlement 2013/15
was included in the revenue budget report considered by Executive on 12 February
2014. The Executive also received a report on the provisional financial settlement for
2015/16 and the proposed approach to the budget challenges for 2015/16 and beyond.

The 2013 Local Government Resources Review (LGRR) brought major changes to how
Councils are funded primarily relating to the partial re-localisation of business rates. New
monitoring arrangements have been put in place for the Business Rates Retention
Scheme so that the impact of the introduction can be assessed. This monitoring includes
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an estimate of the likely effect on business rates due to outstanding appeals against
rateable values and this is included in the Global Monitoring Report to Executive.

The final position for the year has resulted in a claim against the Safety Net. This is
mainly due to the level and volume of appeals as well as an increase in the amount of
empty property relief granted.

This is an extremely volatile area and there is a lack of guidance. The Council meets its
Relationship Officer at the Valuation Office to discuss the information that is provided
about outstanding appeals to the Council. Whilst a prudent approach is taken, the
Council has included a reserve in its 2014/15 budget to mitigate against business rate
risks.

Partnership Working with Health, Social Care, Mental Health and PSR Investment
Agreements

As part of Greater Manchester's (GM) health and social care reforms, the GM Healthier
Together programme has been set up to improve health and care provision in the
region. The programme has three elements; Integrated Care and Primary care (which
together make up “Out of Hospital” care) and “In Hospital” care. Manchester’s Health
and Wellbeing Board, in partnership with the NHS, leads on the local development and
implementation of plans to ensure integrated community health and social care services
in line with the GM Integrated Care Programme. A consultation relating to the integration
of Health and Social Care will be carried out from June 2014.

The Council’s Living Longer Living Better (LLLB) programme to transform health and
social care services is extensive, and involves partnership working with eight statutory
bodies. The Health and Wellbeing Board (HWB}) is the main body accountable for the
delivery of the programme. The Board will;
* Approve the vision and direction for health and social care integration across
Manchester.
e Support the implementation plans, and seek assurance that they are delivering
the intended outcomes for Manchester residents.
» Define behaviours that will shape a collaborative culture to foster effective
partnership working.
e Provide transparency relating fo progress with service integration, and potentiai
impacts on hospital services.

The HWB has statutory responsibility for allocating money from the Better Care Fund.
This fund was announced by Government in June 2013, and is a pooled budget to
support health and social care services to work more closely together in local areas.
Additional funding will come from the Local Development Fund which is made up of
investment from Clinical Commissioning Groups and Public Health. Funding will be
used, for example in;

e Co-ordination and commissioning of LLLB developments across Manchester.

e Service and resource shifts supported by evidence based joint commissioning.

» Recyclable investment, and scaling up of integrated out-of-hospital care.

¢ Enabling innovation and testing of new delivery models.

So that there is effective oversight of the implementation of LLLB, and the allocation of
resources from the Beiter Care Fund (BCF), the Council’s external auditors have been
provided with details of the governance structure of LLLB, a breakdown of the BCF
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funding allocation for 2014/15 and 2015/16, the BCF submission in February 2014 and
feedback on the submission received from NHS England in April 2014.

A 20% shift from acute to out-of-hospital care over the next five years is required, which
means change at significant scale. Challenging performance targets have been
developed to monitor progress over this period.

Reporting to the Health and Wellbeing Board is the Executive Health and Wellbeing
Group. This provides a forum for close joint working of the Chief Executives of the
partner organisations. The Group’s remit includes;
» Shaping decisions for integrated working for recommendation to the Health and
Wellbeing Board, and ratifying vision proposals and implementation plans.
e Delegating key tasks to a Citywide Leadership Group to deliver the programme of
work required to implement the agreed vision.
* Monitoring progress against programme milestones and delivery of intended
outcomes.

The Mental Health Improvement Programme (MHIP)} Partnership Board has been
established to have responsibility for the work of the MHIP until the end of March 2015,
in line with the Joint Manchester Clinical Commissioning Groups and the Council’s
Commissioning Intentions for Mental Health Services in Manchester 2015-2018. The
Board is responsible for ensuring strategic alignment of the programme with Living
Longer Living Better, with specific focus on residents whose needs are most complex. It
will also ensure that the MHIP aligns with the City’s priorities as set out in the refreshed
Community Strategy and the Greater Manchester Strategy, with particular reference to
sustained economic growth and reform of public services, to improve access to work
through the complex dependency programme, e.g. Work Leavers Programme and
Troubled Families.

The contractual refationship between the Council and Manchester Mental Health and
Social Care Trust is underpinned by a section 75 agreement (NHS Act 2006), which sets
out the delegated duties. This is monitored through monthly contract meetings and a
Quarterly Board. :

Strengthening Arrangements for Communication of Processes and Policies in the
Context of Significant Internal Movement

Directorates’ governance self-assessment questionnaires consistently identified a need
for improved communication to all staff of key palicies and procedures. Two focus
groups, held in August 2013, to review how the organisation was being communicated
to, suggested that the organisation had improved its internal communications, especially
around the budget position. The IIP assessments process has also provided initial
feedback that staff feel that they are being communicated with, that they have a good
understanding of their service’s business plan, and understand how their role contributes
to its delivery.

Corporately, communication and engagement is delivered through the organisational
management structure via a Wider Leadership Team and Senior Managers Forum and
Directorate management structures. This is supported by a range of regular activities
including the employee magazine ‘Cascade’, weekly employee broadcasts and the
intranet supplemented by specific activity to communicate key messages. Although each
directorate currently has its own communication strategies for ensuring messages reach
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those parts of their workforce without intranet access, work is underway to provide a
larger volume of employees with access to the City Council intranet and email as a
minimum.

With regard to communicating key messages around organisational change in particular,
all transformation projects include at least two ‘Dialogue Eventis’ for all staff involved.

The importance of providing an effective induction for staff who are both new to the
organisation or who are moving across service areas was a priority within the 2013/14
HROD and Transformation Service Plan. This is of particular significance given the high
volume of internal movement aligned to m people.

In support of the above, an updated induction process and guidance toolkit for managers
has been agreed which makes clear to managers the importance of and expectations
around induction for staff who move internally. Additionally, movement check fists have
been updated to ensure Disclosure and Barring Service (DBS) requirements for roles
are clear from the outset.

Low uptake of Key Essential E-Learning Modules around Core Issues such as
Data Governance

Directorates’ governance self-assessments revealed that although a broad range of
essential E-Learning modules are available, take up of modules relevant to particular
services could be improved.

The Council is increasingly utilising E-Learning to deliver learning and development
activities, some of which is mandatory for all staff, or for specific groups. It is made clear
to all staff that they should take personal responsibility for ensuring they complete all
mandatory activity, with line managers acting to provide assurance of this.

To improve the quality of reporting on E-Learning, which will support managers and
course sponsors, training has been delivered to staff who will have responsibility for
reporting on participation. There are also plans to utilise a scheduled reporting
procedure to automatically generate information which will support assurance in this
area. A suggested governance and administration structure for e-learning has been
developed. This clearly articulates the roles and responsibilities of staff, managers,
HROD, the Shared Service Centre and the course commissioner / sponsor.

Information Governance, including Data Quality and Freedom of Information
Requests

The importance of focus on information governance is highlighted by Directorates’ self
assessments which indicate a challenge in ensuring all staff fully understand procedures
and their responsibilities in this area.

There is a risk that poor data quality will lead to ili-informed decisions at a case,
managerial or strategic level. High quality data is reliant on accurate data entry and
effective system functionality across an array of systems and involving significant
numbers of staff. As data quality remains a key issue, the Council is continuing to
progress a programme of data quality improvement, which involves a review of policies
and procedures, action plans for individual systems to assess and improve data quality
where required and investment in system changes which will enhance the accuracy of
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data capture. The programme of activity is being overseen by the Assistant Chief
Executive (Finance and Performance).

The Council continues to receive a high level of requests for information, and work is
underway to embed responsibility for dealing with such requests within the appropriate
Council Directorate. Support on complex requests is being maintained as needed by
specialists based centrally. Work will be undertaken to review and update Information
Governance policies and guidance. Training relating to information security and
governance remains a high priority, targeting for example take up of corporate e-learning
training modules particularly as part of induction procedures. The Council has recently
agreed to a consensual audit by the Information Commissioner's Office in relation to the
Council's data protection practices. The audit, which is scheduled for December, will
provide an opportunity for the Council to review its areas of good practice and consider
in the light of the Information Commissioner's audit recommendations where
improvements might be approptiate.

ICT Security and Resilience

ICT improvements remain a high priority for the Council in 2013/14. The reason for this
is that historic underinvestment had led to reliance on out of date infrastructure and
systems. Essential work was required to move towards a reliable service which can
meet the needs of the business, its stakeholders and residents. Due to the extensive
nature of the programmes of work started following a major review of ICT Strategy in
October 2011, progress was ongoing in 2013/14,

Infrastructure investment includes the Telephony Project, which delivers an integrated
modern telephony system. Benefits to this include reduced outages, and the ability for
users to be able to login to any phone irrespective of location. Also, the Council’s Wide
Area Network (WAN) is currently being upgraded to bring greater speed and reliability to
the data connections between Council premises, which means that a failure of one site
cannot cause multiple site failures.

A significant part of the fragility of ICT was due to the data centre environment where the
Council’s servers and applications were located, leading to ICT failures which posed
increasing risk for the organisation. The investment made has been critical to reduce
impact of ICT issues on citizens, officers and Members. To solve the issues with the
data centre environment, a new centre has been built at The Sharp Project to replace
the existing data centre at Daisy Mill. The facility is currently operational with some key
services functioning and completion of the migration to Sharp is due in August 2014
when the decommissioning of the old facility in Daisy Mill will commence. Advantages of
the new site are backup of power, applications and services, increased capacity,
modernised servers, and disaster recovery via a connection to Salford Council's data via
a connection to Salford Council’s data centre.

Business continuity plans are in place to identify, and mitigate against risks involved with
the complex infrastructure changes which are being made. Significant planning work is
carried out for each major ICT change, which is overseen by the Business Continuity
Change Board to ensure robust continuity arrangements are in place.

The infrastructure improvements will allow the introduction in 2014 of a modern software
suite, in the form of Microsoft Office 365. New features will be added each year at no
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additional cost. Mobile working for staff will be easier, as services will be accessible on
smart phones, tablets and mobile devices.

ICT will need to enhance and continue o ensure security of service by implementing
controls to protect against security threats including virus attacks, spam emails and
service attacks. ICT also undertakes, and needs to continue to deliver, external
penetration testing activities, so that no vulnerabilities in any of the Council’s security
controls are exposed. ICT will continue to make regular updates to the [CT infrastructure
with recommended vendor patches, to mitigate the risk of any vulnerability. ICT
continues to address challenges concerning the limited capacity of the security team
resources through a review of roles and responsibilities.

To improve the security measures governing the granting of ICT access, a process has
been introduced which means all new access requests must be approved by HROD, to
confirm they are an employee, and to the Directorate SIRO to ensure that the level of
access is proportionate to the role the individual is undertaking.

Impact on Resources of Welfare Reform

The Council set up a Welfare Reform Programme Board in September 2012 to provide
strategic direction for the response in Manchester, and to coordinate a programme of
work across the Council and key partners. The Board monitors intelligence on the
cumulative impacts at a local level, identifying existing and emerging areas of need and
gaps in resources as well as ensuring that practical issues and actions are coordinated
across the Council.

The Council's response has focussed on reducing dependency on services and
promoting independence and responsibility, ensuring that residents have the information
and advice they need to make informed decisions. Channelling communications and
targeting those residents most affected by the reforms has been a key priority for the
board. For those who are out of work and able to work, the priority is to support them
into employment.

Initiatives with partner organisations and stakeholders, to provide the most cohesive
response to affected residents, have been vital to avoid duplication of effort and
resources. Effective neighbourhood level intelligence has allowed targeted cross-agency
action including employment and IT support, budgeting advice, and joint Council and
housing provider working to support households in the social sector affected by under-
occupancy and the benefit cap.

The Council has also ensured that relevant staff have been trained on the impact of
welfare reform. A presentation has been produced for circulation to all Council staff and
partners. Information is regularly shared via ward coordination meetings and Members
briefings have been carried out in all of the SRF areas.

The Council will continue to plan for the ongoing changes in terms of communications,
engagement with residents and responding to the impacts, many of which have only just
started to be understood as the cumulative impact is felt within households and
communities, including the household benefit cap from August 2013.

The Council’s focus over the next year will include;
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* Explore the longer term effects of welfare reform on neighbourhoods across the
city, such as the movement of households and the impact on family poverty and

children.

» Monitor and where possible support and respond to the early impacts of the

household benefits cap.

» Develop the Council’s role in relation to the implementation of Universal Credit
including the Local Support Services Framework, IT skills and budgeting support

and communication with residents.

e Review and administer any discretionary areas in accordance with Council
priorities with a focus on independence and the journey into sustained

employment where possible.

e  Work with partners to provide relevant and timely employment support.
» Commission advice services in accordance with Council priorities.
¢ Delivery of the second year of the Council Tax Support Scheme and delivery of

associated work to support vulnerable residents.
» Roll out of Universal Credit from September 2014.

Future actions for further improvements to governance arrangements

The review of govemance arrangements has identified seven main areas where the
Council will need to focus its efforts during 2014/15. These are set out in the action plan
below. Completion or substantial progress against these objectives is due by the end of

the financial year, in March 2015.

What actlon is to be addressed

Who is responSIbIe

“for delivery .- _
Suppor‘ung the |mplementat|on of the Growth and Heform Plan Deputy Chief Executlve
by working with partners to help people become more resilient, | (Growth and
develop valuable skills and access employment opportunities. | Neighbourhoods)
Establishing successful partnerships to deliver reform work Deputy Chief Executive
including complex dependency and Healthier Together/ Living | (People)

Longer, Living Better at a sustainable level and at the scale
and pace reguired.

Designing savings proposals for 2015/16 and 2016/17 in
tandem with partners to make hest use of the resources
available to public services in the city.

Chief Executive

Ensuring high standards of parinership governance: mental
health and new ways of working.

Strategic Director
(Families Health and

Welibeing)

Protecting information and outcomes of the Information City Solicitor

Commissioner’s Office (ICQ) audit.

ICT security, resilience and capacity to support transformation. | Assistant Chief
Executive
(Communications and
ICT)

Internal communications, training and support. Assistant Chief

Executive (People)
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8.2  Progress against the areas listed in the action plan above will be reported to Finance
Scrutiny Committee in January 2015.

8.3  The Council assesses potential impacts of new legislation coming into force, to ensure
that it can implement new responsibilities in a way which supports its objectives. Work is
underway to assess the local effects of the Local Audit and Accountability Act 2014,
which will extend the Council tax referendum provisions included in the Localism Act,
and introduce a new regime for the auditing of public bodies. In May 2014, the
government published the Local Government Transparency Code 2014, part of which is
due to become mandatory subject to parliamentary approval in August 2014. The
purpose of the code is to make more data held by the Council openly available to
residents and stakeholders, so that they can participate fully in the local democratic
process, and hold the Council to account.

8.4  The Care Bill will change how local authorities assess and fund adults’ care needs and
introduce new duties based on individual wellbeing, and is designed to mitigate
pressures on self-funders and carers. Financial implications of the Bill, from April 2015,
will largely arise from additional duties to provide assessment, care, and support
planning for people who currently fund their own care, people in prison and carers.
Some of the costs will be met from the Better Care Fund. Financial modelling of the
potential impact of the Care Bill is in the early stages and much more work is required to
effectively project the impact.

Conclusion

8.5  The governance arrangements as described above have been applied throughout the
year and have provided an effective framework for identifying governance issues and
taking mitigating action. Over the coming year the Council will continue the operation of
its governance framework and take steps to carry out the actions for improvement
identified in the review of effectiveness to further strengthen its governance
arrangements.
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