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Manchester City Council
Report for Resolution

Report to: Audit Committee — 15 September 2016

Subject: Annual Accounts 2015/16 and Letter of Representation
Report of: The City Treasurer

Summary

To inform Members of an objection received to the 2015/16 annual accounts, to seek
approval of the revised accounts containing the amendments detailed in the report
and to seek their approval and acknowledgement of the letter of representation.

Recommendations

The Committee is asked to —

¢ Note that the Council has received an objection to its 2015/16 accounts and
the audit cannot be concluded until the objection has been investigated.

¢ Note the amendments made to the annual accounts since they were reported
to Audit Committee in July.

e Approve the revised annual accounts including the accounting policies
contained within them.

e Approve and acknowledge the letter of representation in Appendix 1 which will
be signed by the City Treasurer and the Chair of the Meeting.

Wards Affected:

All

Contact Officers:

Name: Carol Culley Name: Karen Gilfoy
Position: City Treasurer Position: Chief Accountant
Telephone: 0161 234 3406 Telephone:0161 234 3556

E-mail: c.culley@manchester.gov.uk E-mail k.gilfoy@manchester.gov.uk:
Background documents (available for public inspection):

Working papers — consolidation of 2015/16 accounts working papers

Report of the City Treasurer to Audit Committee 9 June 2016 — Accounting Concepts
and Policies, Critical Accounting Judgements and Key Sources of Estimation
Uncertainty

Report of Grant Thornton to Audit Committee 14 July 2016 - The Audit Plan for
Manchester City Council

Report to Audit Committee 14 July 2016 - Annual Accounts 2015/16.
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Report of Grant Thornton to Audit Committee 15 September 2016 — The Audit
Findings for Manchester City Council
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Introduction

1. Members will recall that the Annual Accounts were reported to Audit
Committee on 14 July 2016 following their approval by the City Treasurer on 28
June 2016

2. This report summarises the objection that has been received to the 2015/16
accounts and the amendments that have been made to them following their
audit by the Council’s External Auditors, Grant Thornton. Further details can be
found in the External Auditor’s report on this agenda.

Objection to the Accounts

3. Inaccordance with the Local Audit and Accountability Act 2014 and the
Accounts and Audit Regulations 2015, for the period 1 July 2016 to 11 August
as specified in the public notice published on the Council’'s website, any person
may inspect the Council’s 2015/16 accounting records. In addition any elector
has the opportunity to question the external auditor and may object to the
Council’'s accounts. Any objection must state the grounds on which the objection
is being made.

4. On 11 August a Manchester elector lodged an objection in relation to Lender
Option Borrower Option (LOBOs) contained within the Council’s accounts and
requested that Grant Thornton prepare a public interest report and also consider
an application to the courts for a declaration that LOBO loan borrowing, is
unlawful.

5. It should be noted that another 23 Councils have received a similar objection.

6. As aresult of this objection the certificate of closure of the 2015/16 accounts
and the opinion will be delayed until Grant Thornton has considered and
determined this objection. If the opinion is not issued by 30 September the
Council will not be able to publish its audited accounts by the required deadline.
In this circumstance a notice will be published on the Council’'s website
explaining why the accounts have not been published.

7. Once Grant Thornton is in a position to issue the opinion and certificate the City
Treasurer will consult with the Chair of the Audit Committee.

Changes to the Main Accounting Statements

8. There has been no changes to the 2015/16 main accounting statements that
were submitted to Audit Committee in July.

9. There has however been one change to the prior year (2014/15) in the financial
statements. This relates to the reclassification of Bridgewater Hall as Property,
Plant and Equipment from Investment Property. This re-classification had been
undertaken in 2015/16 in the draft accounts as Bridgewater Hall, whilst not
operated by the Council, is considered to be contributing to the Council’s
objectives. Grant Thornton agree that this re-classification is appropriate.
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10.

11.

12.

13.

14.

15.

Following discussions with Grant Thornton during the audit it has been agreed
that the 2014/15 figures will be restated to reflect this reclassification to enable
more informed comparisons between the two financial years.

As a result of this amendment the value of Property, Plant and Equipment (PPE)
has increased by £54.536m at 1 April 2014 with a corresponding reduction in
the value of investment property. At 31 March 2015 this figure had increased to
£60.709m following a revaluation of £6.173m during 2014/15. For investment
properties the valuation gain is included within the deficit on the provision of
services in the Comprehensive Income and Expenditure Statement (CIES). For
PPE this adjustment is shown below the line as part of Other Comprehensive
Income and Expenditure. Therefore by changing the classification the deficit for
the provision of services has increased. This has no impact of this change on
useable reserves. The change is also reflected in the Revaluation Reserve and
the Capital Adjustment Account which are both unusable reserves.

Finally this has resulted in changes to the 2014/15 figures in the Cash Flow
Statement, various notes to the financial statements as well as the Group
related statements and notes.

It is pleasing to note that there are no other changes to the main accounting
statements (Movement in Reserves Statement, Comprehensive Income and
Expenditure Statement, Balance Sheet and Cash Flow Statement).

Changes to Disclosure Notes

In addition to the changes described in the previous section there have been the
following changes to disclosure notes.

The reconciliation of the CIES to the subjective analysis in the Segmental
Reporting Analysis (note 7) has been amended. The total remains unchanged
but various items have been re-categorised between not reported to
management and not included in CIES net cost of service. The note for 2014/15
has also been amended to provide a more accurate comparison.

The financial instrument note (note 37) has been amended as follows:
The interest payable figure has been amended to include the interest element
of Private Finance Initiative unitary charges.
The fair value of market rent and government debt has been corrected
following anomalies in the initial information received.
The fair value of government debt has been further adjusted to reflect that
some of these loans are at a concessionary interest rate so held at a lower
value in the balance sheet than the principal outstanding.
There are two ways in which fair value on outstanding debt can be calculated
— either using new loan rates or using redemption rate. Whilst both options
had been quoted in the note, the main table contained the fair value using the
redemption rate. This has now been changed to show the fair value using the
new loan rate as it is felt this is more in line with the accounting code
requirements.
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16.

17.

18.

19.

20.

21.

22.

Narrative has been added to explain the calculation of the fair value of Private
Finance Initiatives (PFI) liabilities.

It was identified that the teachers’ pension note (note 42) did not include an
estimate of contributions payable in 2016/17 — this has been added. In adding
this figure it was realised that the 2014/15 and 2015/16 figures included in the
draft accounts had excluded the amounts from schools that did not use the
Council’s payroll. These amounts have now been included.

The contingent liabilities note (note 44) has been updated in relation to the
amount drawn down from the Housing Investment Fund.

Re-classifications within the Group short term creditors note (note 11) between
accruals and deferred income and adjustments for intra-company transactions
of £2.03m have been made. The total value of creditors is unchanged.

Other Changes

One of the Council’s in the Business Rate Pool has informed the Council that
following an amendment to their accounts during audit the amount of levy
retained by the Business Rates Pool relating to them has reduced. This has
resulted in the total amount retained by the pool being reduced from £1.894m to
£1.516m.

There have been various other presentation changes made to improve the
understanding of the accounts. The main items are listed below:

The explanation of the cash flow statement has been simplified.

A footnote has been added to the Senior Officer Remuneration note to explain
that there has been a change of Treasurer since the end of the 2015/16
financial year. This has also been included in the Annual Governance
Statement.

Additional items have been included in the glossary as requested at the July
Audit Committee.

Updated information in relation to integrated health and social care and carbon
emissions has been included in the narrative report.

The draft accounts reported to the July Audit Committee contained reference to
the 100% business rates growth retention pilot for Greater Manchester and
Cheshire East which commenced on 1 April 2015. An element of the pilot
formula remains under discussion with the Department of Communities and
Local Government as does the allocation of any additional income within
Greater Manchester. As in the draft accounts no income relating to the growth
retention pilot has been included in the accounts.

Next Steps

At the time of writing this report the audit of the 2015/16 accounts was
substantially completed. As outlined in paragraph 6 it is likely that the audit
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23.

24,

25.

26.

opinion will not be able to be issued until the objection to the accounts is
investigated.

If any further amendments to the accounts are identified prior to the Committee
meeting they will be reported at the meeting.

The revised Annual Accounts for 2015/16 are appended to this report.
Letter of Representation

The Council is required to provide a letter of representation to its External
Auditors. These representations are required to be approved and acknowledged
formally by a committee of the Council. A copy of this letter is attached to this
report.

Recommendations

The Committee is asked to —

e Note that the Council has received an objection to its 2015/16 accounts and
the audit cannot be concluded until the objection has been investigated.

e Note the amendments made to the annual accounts since they were
reported to Audit Committee in July

e Approve the revised annual accounts including the accounting policies
contained within them

e Approve and acknowledge the letter of representation in Appendix 1 which
will be signed by the City Treasurer and the Chair of the Meeting
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APPENDIX 1

,1, MANCHESTER
T CITY COUNCIL

Corporate Services
Carol Culley

City Treasurer

Telephone: +44 (0)161 234 3590
carol.culley@manchester.gov.uk

PO Box 314 Town Hall
Manchester M60 2JR
15 September 2016

Grant Thornton UK LLP
4 Hardman Square
Spinningfields
Manchester M3 3EB

15 September 2016
Dear Sirs

Manchester City Council
Group Financial Statements for the year ended 31 March 2016

This representation letter is provided in connection with the audit of the group
financial statements of Manchester City Council and its joint venture and subsidiary
undertakings for the year ended 31 March 2016 for the purpose of expressing an
opinion as to whether the group and parent Council financial statements give a true
and fair view in accordance with International Financial Reporting Standards and the
CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United
Kingdom 2015/16 and applicable law.

We confirm that to the best of our knowledge and belief having made such inquiries
as we considered necessary for the purpose of appropriately informing ourselves:

Financial Statements

i We have fulfilled our responsibilities for the preparation of the group and parent
Council financial statements in accordance with proper practices as set out in the
CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United
Kingdom 2015/16 ("the Code"); which give a true and fair view in accordance
therewith.

i We have complied with the requirements of all statutory directions affecting the

group and parent Council and these matters have been appropriately reflected
and disclosed in the group and parent Council financial statements.
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vi

Vil

viii

Xi

Xii

The Council has complied with all aspects of contractual agreements that could
have a material effect on the group and parent Council financial statements in the
event of non-compliance. There has been no non-compliance with requirements
of regulatory authorities that could have a material effect on the group and parent
Council financial statements in the event of non-compliance.

We acknowledge our responsibility for the design, implementation and
maintenance of internal control to prevent and detect fraud.

Significant assumptions used by us in making accounting estimates, including
those measured at fair value, are reasonable.

We are satisfied that the material judgements used in the preparation of the
group and parent Council financial statements are soundly based, in accordance
with the Code and adequately disclosed in the financial statements. There are no
other material judgements that need to be disclosed.

Except as disclosed in the financial statements:

a there are no unrecorded liabilities, actual or contingent

b none of the assets of the group or parent Council has been assigned, pledged
or mortgaged

c there are no material prior year charges or credits, nor exceptional or non-
recurring items requiring separate disclosure.

We confirm that we are satisfied that the actuarial assumptions underlying the
valuation of pension scheme assets and liabilities for IAS19 Employee Benefits
disclosures are consistent with our knowledge. We confirm that all settlements
and curtailments have been identified and properly accounted for. We also
confirm that all significant post-employment benefits have been identified and
properly accounted for.

Related party relationships and transactions have been appropriately accounted
for and disclosed in accordance with the requirements of the Code.

All events subsequent to the date of the group and parent Council financial
statements and for which the Code requires adjustment or disclosure have been
adjusted or disclosed.

Actual or possible litigation and claims have been accounted for and disclosed in
accordance with the requirements of the Code.

We have considered the adjusted misstatements, and misclassification and
disclosures changes schedules included in your Audit Findings Report. The
group and parent Council financial statements have been amended for these
misstatements, misclassifications and disclosure changes and are free of
material misstatements, including omissions.

We have no plans or intentions that may materially alter the carrying value or
classification of assets and liabilities reflected in the group and parent Council
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financial statements.

xiii We believe that the group and parent Council’s financial statements should be
prepared on a going concern basis on the grounds that current and future
sources of funding or support will be more than adequate for the group and
parent Council’'s needs. We believe that no further disclosures relating to the
group and parent Council's ability to continue as a going concern need to be
made in the financial statements.

Information Provided

xiv . We have provided you with:

a access to all information of which we are aware that is relevant to the
preparation of the group and parent Council financial statements such as
records, documentation and other matters;

b additional information that you have requested from us for the purpose of your
audit; and

¢ unrestricted access to persons within the group and parent Council from whom
you determined it necessary to obtain audit evidence.

xv  We have communicated to you all deficiencies in internal control of which
management is aware.

xvi All transactions have been recorded in the accounting records and are reflected
in the group and parent Council financial statements.

xvii We have disclosed to you the results of our assessment of the risk that the group
and parent Council financial statements may be materially misstated as a result
of fraud.

xviiiWe have disclosed to you all our knowledge of fraud or suspected fraud affecting
the group and parent Council involving:
d management;
e employees who have significant roles in internal control; or
f others where the fraud could have a material effect on the group and parent
Council financial statements.

xix We have disclosed to you all our knowledge of any allegations of fraud, or
suspected fraud, affecting the group and parent Council’s financial statements
communicated by employees, former employees, regulators or others.

xX We have disclosed to you all known instances of hon-compliance or suspected
non-compliance with laws and regulations whose effects should be considered
when preparing the group and parent Council's financial statements.

xxi We have disclosed to you the identity of all the group and parent Council's

related parties and all the related party relationships and transactions of which
we are aware.
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xxii We have disclosed to you all known actual or possible litigation and claims
whose effects should be considered when preparing the group and parent
Council financial statements.

Annual Governance Statement

xxiiiWe are satisfied that the Annual Governance Statement (AGS) fairly reflects the
Council's risk assurance and governance framework and we confirm that we are
not aware of any significant risks that are not disclosed within the AGS.

Narrative Report and Annual Report

xxivThe disclosures within the Narrative Report and Annual Report fairly reflect our
understanding of the group and parent Council's financial and operating
performance over the period covered by the group and parent Council financial
statements.

Approval

The approval of this letter of representation was minuted by the Audit Committee at
its meeting on 15 September 2016.

Signed on behalf of the Council

City Treasurer
Date: 15 September 2016

Chair of Audit Committee Meeting
Date: 15 September 2016
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Content

This document contains the 2015/16 Annual Report and the 2015/16 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 2015/16 in relation to value for money and
performance indicators. The Annual Report summarises what the Council spent money
on in 2015/16 and how that money was raised. It also includes the simplified summary
accounts.
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Introduction

This Annual Report summarises what we spent in 2015/16, how we spent it and what
we have achieved as we work towards our goals of happier, healthier and wealthier
lives for Manchester people.

We have also included a summary of our Annual Accounts. By law, we must produce a
Statement of Accounts every year. This is approved by our Audit Committee and is
audited by our external auditors, Grant Thornton. Although the Annual Report and
Summary of Accounts are not statutory requirements, we produce them to inform
residents about how and where we spend money.

As last year, we have included a summary of our Annual Governance Statement. This
section describes our standards for how we will conduct ourselves and sets out the key
governance challenges we will address to ensure we continue to operate in an open,
accessible and transparent way.

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.

We are entering a new phase of the city’s evolution, building on our track record of
regeneration and growth with the opportunity to create a distinctive and sustainable
future. The city needs to continue to play its part in the economic growth of Greater
Manchester.

Our current and future success is strongly linked to that of other northern cities like
Leeds, Liverpool, Sheffield and Newcastle. Manchester is at the forefront of work with
these cities to create the Northern Powerhouse and generate growth and opportunities
across the north of England.

Manchester’'s economy is large and diverse and there are over 390,000 jobs in the city.
Our broad economic base helped us weather the recession and it continues to diversify
with new high value sectors emerging. In 2015, Manchester’'s economy grew at a faster
rate than London.

Meanwhile, Manchester’s population also continues to grow and change. Between 2001
and 2011 our population grew by 19%, making us the fastest growing city in the UK
outside London. Manchester City Council’s forecasting model (MCCFM) enhances ONS
data by combining it with more frequent data releases (e.g. The Schools Census and
Electoral Register). It is estimated that the City was home to 539,512 people as at June
2015 and it is forecast that the population will increase to 594,956 by 2020. The City is
becoming younger and more diverse as people are attracted by jobs, the balance
between income and housing costs, and the quality of life.
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Despite having a resilient and thriving economy, a great challenge remains to ensure
Manchester people can access the benefits of this. Manchester’s physical health is
amongst the worst in the country and poor mental health affects too many people. Low
levels of physical health and mental well being are a serious concern for the city. Life
expectancy, and healthy life expectancy, while improving, is still poor compared with
national averages.

Whilst the number of people claiming out of work benefits is reducing with fewer people
on benefits in the city than a decade ago, there remain significant areas of deprivation
where outcomes for people are poor and life is a struggle. This needs sustained action
by many different agencies and the communities themselves to help lift people out of
poverty and improve the areas in which they live.

Over the past year, a number of exciting developments have highlighted the pace of
change across the city and will bring continued economic growth and new opportunities
for Manchester citizens:

Manchester International Festival 2015

This biennial festival continues to grow its reputation and is now firmly established on
the international stage. Considerable national and international media coverage raised
the reputation of Manchester as a leading cultural city. The festival engaged a wide
cross section of local residents and attracted visitors from outside the northwest region.

Manchester Airport transformation programme

In June 2015 a 10-year investment programme in Manchester Airport was announced
which will see over £1 billion spent on improving its facilities for the millions of
passengers who visit the airport each year. This will be the single biggest construction
programme in Greater Manchester’s history.

Manchester to Beijing route and the “China Cluster”

During the state visit of the Chinese President Xi Jinping to Manchester in October
2015, a new direct flight route between Manchester Airport and Beijing was unveiled.
This connection is the first direct link between the two cities and will allow 100,000
passengers to travel each year. Following this state visit, a £130million “China Cluster”
at Airport City was announced. This will provide 500,000 sq ft of commercial space for
Chinese businesses arriving in the UK, acting as a hub for Chinese businesses to invest
in the north of England. The new flight route will bring over £250 million of economic
benefits to the UK economy over the next decade with two-thirds being felt directly in
the northern economy in terms of increased jobs, economic activity and tourism.
Manchester Airport is the global gateway for the Northern Powerhouse and is now well
connected to one of the UK’s most important trading partners.
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Arcadia Library and Leisure Centre

Arcadia Library and Leisure Centre opened its doors on Saturday 20 February 2016
with hundreds of local residents turning out to welcome the new facility. The library has
attracted many new users, and benefits from its co-location with the Leisure Centre at
the heart of Levenshulme.

Brookdale Park

Two ‘clean city grants’ funded the transformation of this beautiful Edwardian park in
Newton Heath. The project focussed on the creation of flower meadows in a tree lined
open space and the restoration of the Rhododendron Dell. This transformation has
increased the aesthetic appeal of the park and had a positive impact on the local
environment.

Case Study
Manchester International Festival

Manchester International Festival (MIF) is the world’s first festival of original new work
and special events, spanning the spectrum of performing arts, visual arts and popular
culture, created by a wide range of international artists. It takes place biennially at
venues across Manchester city centre and is supported by Manchester City Council.

At the heart of MIF’s ambitions is to continue to grow its international reputation whilst
engaging a wide cross-section of local residents.

In 2015, MIF15 was the fifth MIF Festival which is now firmly established on the
international stage. By working with adventurous combinations of artists across many art
forms and venues, the Festival has built a reputation for innovation and invention and in
2015 presented 22 original commissions and special events through 230 performances
over 18 days.

MIF15 not only consolidated its position as the leading festival of original, new work but
also brought together the best of the region’s talent with a roll call of names from around
the world including Arvo Part, Bjork, Jamie xx and Paris Opera Ballet.

MIF15 featured a variety of new commissions including:
e ‘FlexN Manchester’, which brought dancers from Manchester and New York
together to dance an unforgettable show.
e ‘Soundtrack 7' saw FKA twigs and team create seven new pieces of live
choreography.
e Ed Atkins’ ‘Performance Capture’ turned Manchester Art Gallery into a hive of
digital production activity.

Relationships with regional cultural organisations grew in strength, including co-
production partnerships with Manchester Art Gallery, Whitworth Art Gallery, Manchester
Museum, the Royal Exchange Theatre and HOME. The Festival Square site at Albert
Square offered a strong mix of live entertainment, street food, bars and corporate
entertainment facilities, which acted as the vibrant hub of the Festival once again.
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Attendance at the 2015 Festival grew by 5.2% compared to 2013, with a total of
259,648 attending. Almost 20% of people booking tickets came from outside of the
Northwest region including international visitors. Locally the proportion of bookers from
Greater Manchester increased to 65% reflecting the success of a targeted, reduced
price ticketing campaign aimed at those on a lower wage.

MIF15 continued to deliver a high quality audience experience (with 92% rating the
guality of events as either ‘excellent’ or ‘good’), alongside a diverse programme of
cultural engagement, volunteering opportunities and the development of local talent
through support for emerging artists and cultural leaders. Artists from across the world
worked directly with communities in schools, colleges, universities, community centres
and faith networks to engage Manchester’s residents in the Festival’'s commissioning
and performance processes.

MIF15 was larger and delivered a greater economic impact than ever before at £38.8
million compared to £38 million in 2013

Manchester International Festival goes a long way towards generating both economic
and social impact in the city. This in turn, raises the reputation of Manchester as a
leading cultural city able to deliver successful creative Festivals generating considerable
national and international media coverage.

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 Greater Manchester
Combined Authority (GMCA) has grown to encompass strategies for reforming public
services and supporting people into independence.

The strategy for Greater Manchester, ‘Stronger Together’, was updated in 2013. It 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 to sustain
progress while eliminating the gap between taxes raised and resources spent on public
services. This is being done by delivering services differently, more efficiently, and by
reducing the level of demand for those services by bringing more people into higher
quality work.

Greater Manchester is leading the national devolution debate, having negotiated
pioneering transfers of powers with government that mean more decisions that affect
the people of Greater Manchester are taken here. Devolution is the transfer of certain
powers and responsibilities from national government to a particular region. An idea at
the heart of devolution is that decisions made locally can better meet the needs and
aspirations of the people who live and work in the area. In November 2014 the
Chancellor of the Exchequer and the leaders of GMCA signed a ground-breaking
devolution agreement. The agreement gave the Greater Manchester region additional

8
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powers, responsibilities and greater accountability through a mayor who will be elected
in 2017. The interim Mayor, Tony Lloyd, currently chairs the GMCA and has
responsibility, along with the 10 council leaders, for overseeing the GMCA's strategic
aims and objectives. The deal in 2014 opened up new opportunities for increasing
economic growth and improving the quality of life of Greater Manchester residents by
replacing an over centralized national model with greater local control over certain
budgets and powers.

The region built upon this innovative agreement with further devolution in the Summer
Budget 2015 along with additional powers in the November 2015 Spending Review and
Autumn Statement. A fourth devolution agreement was then agreed in the March 2016
Budget.

Following these announcements, Greater Manchester now controls long-term health
and social care spending, with full devolution of a budget of around £6 billion in
2016/17. With a focus on preventing ill health and promoting healthy lifestyles, the
region can now better respond to local people's needs by consulting with them to
influence spending. As a result, the gap can close between those with the best health,
and those with the worst, both within our region and between Greater Manchester and
the rest of the UK. The ambition is that the people of Manchester will be able to enjoy
some of the best health in the country, rather than having some of the worst. ‘Taking
Charge of our Health and Social Care in Greater Manchester’ is a comprehensive plan
for the sector which was co-produced by the thirty seven NHS organisations and local
authorities in Greater Manchester as part of the devolution agreement. This collective
ambition for Greater Manchester was endorsed by the Health and Social Care Strategic
Partnership Board in December 2015.

In March 2016, the GMCA approved the Greater Manchester Transport Strategy 2040
for public consultation in the summer of 2016. The vision is for Greater Manchester to
have world class connections that support long term sustainable economic growth and
access to opportunity for all. Key priorities include transformational investment in High
Speed Two (HS2), fast east-west rail connections and establishing Greater Manchester
as a modern, pedestrian and cycle friendly City Region. The strategy will deliver a safer
more reliable road network and build on the success of Metrolink by delivering new and
enhanced rapid transport links and a transformed local bus network.

The Council’s aims and objectives

In January 2016 the new Manchester Strategy was adopted as part of the council’s
formal policy framework. The Manchester Leaders’ Forum brings together leaders from
across the city with experience and expertise in many different fields. This forum led the
development of the new strategy and will drive forward delivery of the city’s priorities.
The new strategy was subject to wide consultation with residents and partners and
there was an unprecedented level of engagement with over 2,300 people and
organisations contributing their views via online and offline methods.

The Manchester Strategy sets out the city’s priorities for the next decade. It provides a
shared vision for Manchester and a framework for action to deliver the city’s goals.
Implementation of the strategy will be overseen by the Leader’'s Forum with progress
being monitored via annual State of the City reports.



Manchester City Council Annual Report Incorporating Statement of Accounts 2015/16

Manchester has changed over the past ten years, economically and socially and there
has been extensive changes to the resources and legal powers that its public services
have available to them and the Manchester Strategy takes account of this. At its heart,
the strategy is for the city to both invest in growth and reduce dependency through
public services working together and supporting families to address problems early
before they develop into crises.

The strategy has a vision of Manchester as a world class city. It proposes that
Manchester in 2025 would be in the top flight of world class cities. It will be a well
connected city with a competitive sustainable economy, with highly skilled, enterprising
and industrious people, where individuals from all backgrounds can feel safe, aspire,
succeed and live well, in neighbourhoods that are green, clean, attractive, and culturally
rich.

There are five themes which are central to the strategy. These are,

e A thriving and sustainable city. The city needs to support a diverse and distinctive
economy which creates jobs and opportunities.

e A highly skilled city. World class and home grown talent are needed to sustain
the city’s economic success. We need to ensure that all Mancunians are
connected to the city’s opportunities.

e A progressive and equitable city. We need to reduce the disparities between
different areas of the city so that everyone has the same potential to lead safe,
healthy, happy and fulfilled lives. To be a successful city we must unlock the
potential of all of our communities.

e A liveable and low carbon city. We want Manchester to be a destination of choice
to live, visit, and work. Focusing on creating a city with a high quality of life will
attract greater numbers of talented people to be part of Manchester’s future and
in turn will attract more investment and jobs. All Manchester’s residents will
benefit from this and it will make us a truly sustainable city.

e A connected city. Manchester needs a world class transport system to drive its
growth ambitions and support its growing population. People need to get into and
around the city easily, cheaply and sustainably.

Our values
Our values will help us achieve the Council’s aims and objectives and underpin

everything we do, including how we work with partners and serve our local
communities. Our values are People, Pride, Place.
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People.

Every day our employees will go further to make a difference to the lives of Manchester
people. Our employees will treat colleagues, partners and service users with the respect
they deserve, and believe only their best is good enough.

Pride.

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

Place.

Our employees celebrate all things Manchester and strive to make Manchester’s streets
and neighbourhoods even greater places in which to live, work and visit.

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 elected representatives, together
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 its
behalf and to carry out our decisions.

We appoint a Leader at our annual Council meeting in May, who in turn appoints eight
other elected members to form an Executive. They take a range of decisions to
implement our 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 its committees. Only the most significant decisions are
taken at the Council meeting, such as agreeing the budget. We have set up a number of
committees involving smaller groups of Councillors to take decisions in particular areas,
such as granting or refusing planning permission or considering applications for taxi
licenses.

The Council has responsibility for a wide range of functions, and we take 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 our behalf.

Decisions are taken in an open and transparent way, and ‘key’ decisions (those
decisions involving expenditure or saving of £0.5million or more) and the reasons for
them are recorded and made available to the public. The decisions of the Executive and
the way in which our services or other public services are delivered are also subject to
scrutiny. We have set up six scrutiny committees to do this, and in these meetings
Councillors hold decision makers to account and consider how public services are
meeting the needs of local residents.

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

The Council consists of three directorates:

Children and Families

The Children and Families directorate is responsible for social care services for children
and families, public health, education, skills and youth services. The directorate helps
people who have to rely on our services to make the changes which will enable them to
become more independent. Connecting people to the economic growth of Manchester
by helping them overcome barriers to training and jobs is key to this. Underpinning
these priorities is our commitment to continue to robustly safeguard vulnerable children
and adults.

Growth and Neighbourhoods

This directorate provides the leadership and focus for the sustainable growth and
transformation of the city to retain our international competitiveness. This means
identifying and promoting opportunities to develop the city's fabric, infrastructure,
business and skills base, and connecting local communities to the employment
opportunities. It also recognises the importance of getting the basics right - working with
our partners and in neighbourhoods - so that the city is clean, safe and green and
communities take pride in and ownership of their area and lives.

Corporate Core

The Core directorate provides the leadership, governance and support that enable the
organisation to achieve Manchester’'s ambition to be a world class city, with sustained
economic growth and better lives and opportunities for residents. It includes many
services which provide support to our other directorates, such as Human Resources,
Finance, Legal, Information and Communications Technology and the Customer
Service Centre.

Our standards and how we are governed

We are committed to ensuring good governance of our affairs. Our Code of Corporate
Governance (“the Code”) sets out the standards we will meet to ensure we are 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:

e Clearly set out our objectives and what we're trying to achieve.

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

e Work with other public services, such as the Police and NHS, to improve services
for Manchester residents.
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e Ensure we make the best use of taxpayers’ money by taking prudent financial
decisions and measuring the level of value for money achieved.

e Set out in our Constitution who can take which decisions.

e Behave in ways that reflect our values and high standards of conduct.

e Ensure our decision makers have access to accurate information to help them
take decisions in the best interests of Manchester people.

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

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

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

Every year we produce 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.

e 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 we have done to identify and respond effectively to governance challenges,
and what new challenges have been identified where we will need to focus our
efforts in the coming year.

An example of how we have met our governance commitments was our major public
consultation to inform the development of ‘Our Manchester’ - the new Manchester
Strategy 2016-2025. There were unprecedented levels of engagement from residents
and partners, contributing to making the strategy a shared vision for Manchester, which
sets out what actions need to be taken to achieve the city’s goals.

We publicise our objectives, how well we are doing in delivering them, what we are
spending money on and why, in clear and easily accessible ways. Alongside ‘Our
Manchester’, there is a wealth of other information on our website, such as news
broadcasts, Business Plans and this Annual Report. A leaflet is also sent to all
residents with their Council Tax bill, which provides a concise and helpful overview of
our services, how to access them, where our funding comes from and what it is spent
on.

Some of the key processes we have in place to make sure we efficiently monitor and
improve our governance arrangements are as follows;

Internal and External Audit — Our 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 our external auditors, Grant Thornton, assess the Internal
Audit function to make sure it forms an effective part of our control environment. The
external auditor also assesses other areas, such as how effectively we ensure value for
money in our use of resources.
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Risk Management — We have a robust process of identifying risks to the delivery of our
objectives, so that they can then be managed and potential negative impacts can be
avoided or kept to a minimum. Officers are supported with a broad range of advice and
guidance, to ensure that a consistent and effective approach is taken across the
organisation.

Register of Significant Partnerships —Partnership working continues to be an
increasingly important way to enable us to adapt and innovate, ensuring that we
continue to achieve our objectives and deliver effective services for residents with
reduced resources. We have 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 our reputation, objectives and financial
position.

Performance Management Framework — We have 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 services
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 — We have 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 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 our decisions, all meeting papers and minutes are available on our
website, and the meetings can be watched as webcasts.

Part of the AGS looks at what governance challenges we have experienced, and what
has been done to strengthen processes where necessary. It also looks forward to what
the main areas are where we will need to focus our efforts in the coming year. 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.

We have identified a number of challenges to be addressed in 2016/17. These include;

e Making sure there is effective governance of newly integrated health and social
care teams, following the devolution of the budget for these services to the
Greater Manchester region in April 2016.

e Continue work to improve Children’s Services, and prepare for the next Ofsted
inspection.

e Preparing for changes to the local government finance system, and continuing to
meet our objectives while making further significant savings.

Reforming public services

During the year 2015/16, we began to make changes to achieve the £59 million of
savings required by the 2015/16 financial settlement. Combined with the increased cost
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of the levies for waste disposal and transport, the financial challenges faced by
Manchester City Council have led to a 35% reduction in available resources for our
services since the 2010/11 financial year. Our public and voluntary sector partners are
also facing similar challenges through funding reductions that require collaboration and
strong leadership to address while making progress towards the vision for the city.

Public service reform is a key element of how we and our partners in the city will
address the challenges of continued financial reductions, demographic changes, the
opportunities of economic growth, and the Greater Manchester Devolution Agreement
with the Government. It involves key partners joining together services and jointly
investing to improve outcomes, backed up by clear evidence that tracks the impact over
time. Beyond that, in Manchester public service reform is underpinned by a different
way of working with our residents within their communities and their neighbourhoods on
the issues that are important to them.

Devolution has continued to evolve over the last twelve months, including an agreement
for some services for children to be delivered across Greater Manchester authorities.
This has continued to be an area where we have worked with the Government to
overcome some of the barriers to joining together public services in the city.

Public service reform in Manchester is based on a set of seven principles. These have
been adapted since last year to take an asset based focus to how we design our reform
programmes. The principles are aligned to Our Manchester and the place-based
approach being taken to reform at a Greater Manchester level. The ‘Our Manchester’
approach is a new relationship and way of working between stakeholders across the
city (residents, businesses, voluntary and community sector, public sector) to deliver on
the city's vision, which is reflected in these revised principles. The approach is built on
gaining a deeper understanding of local communities: listening to people; understanding
what matters to local communities; understanding what is going on in their lives; and not
making assumptions about what people need or cannot do. This is about truly working
together to improve outcomes, with a strong focus on enabling and empowering
communities and staff to think and act differently, and be creative.

The revised principles for public service reform in Manchester are:

e A new relationship between public services, residents, communities and
businesses that facilitates shared decision making, accountability and voice,
genuine co-production and joint delivery of services. Do with, not to.

e An asset based approach that recognises and builds on the strengths of
individuals, families and our communities rather than focussing on the deficits.

e Behaviour change in our communities that builds independence and enables
residents to be in control.

e A place based approach which is integrated and sequenced that redefines
services and places individuals, families, and communities at its heatrt.

e A stronger prioritisation of well being, prevention and early intervention.

e An evidence led understanding of risk and impact to ensure the right
intervention at the right time, with a commitment to evaluation, tracking and
monitoring of the impact on outcomes and spend.
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e An approach that supports the development of new investment and resourcing
models, enables collaboration with a wide range of organisations and support
new contract arrangements which drive providers to help reduce demand.

Confident and Achieving Manchester

Confident and Achieving Manchester is the programme which provides oversight for the
co-ordination and integration of areas of public service reform. It will join together areas
of public service reform relating to complex needs that public services in the city strive
to meet. The focus of the programme has expanded from Manchester’'s response to the
national Troubled Families programme and the Early Help strategy to encompass a
much broader suite of programmes of reform across themes of both people and place.
The main driver of the programme continues to be an organised, whole-family approach
to support families with complex needs towards independence, working with the whole
family and the full range of issues they face in a co-ordinated way.

We aim to significantly reduce demand on public services, supporting more residents to
become independent and helping them obtain the job opportunities resulting from
economic growth. This includes reducing levels of unemployment, particularly long-term
unemployment, tackling low skills, improving health outcomes, educational attainment
and attendance, addressing offending, drug and alcohol misuse, domestic abuse, and
reducing the need for social care. At the same time, we need to work with communities
to help them become more active participants in providing support to these residents,
focusing on the strengths which already exist within communities and neighbourhoods
as a key asset and a driver for change.

This involves a clear focus on employment and progression at work, as a way of helping
our communities gain greater independence. For some people, entering employment
will seem a distant goal, but a joined up approach to tackling the barriers to work, with
services provided in the right order and at the right time, will help many to overcome
broader issues in their lives. The Confident and Achieving Manchester programme
includes early intervention from a range of partners with groups at risk of having
complex problems in future, reducing future demand by dealing with the early signs of
issues before they escalate.

Early Help, which includes Manchester’s Troubled Families programme, involves
identifying needs within families early, and providing preventative support and
intervention before problems become complex and deep-rooted. It involves offering
support to very young children early in life, and to children and families early after the
emergence of particular need. Early Help allows for support to be put in place at the
right time to meet a family’s needs prior to issues reaching crisis point. Three Early Help
Hubs were established in North, Central and South Manchester in September 2015,
which are now providing easy access to support and advice for families, bringing
together a wide range of frontline professionals from a number of organisations to
provide preventative support at the earliest stage, and helping to reduce the number of
cases that require social care support. Over the next year, work will begin to develop
the Early Help approach for complex adults as well as children and families, as well as
making sure that the Early Help Hubs and services within our neighbourhoods work
together effectively.
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Working Well builds on the experience of Troubled Families and provides intensive and
holistic support to claimants. The programme involves organisations working together
based on the needs of the individual. The Working Well Pilot supported Employment
and Support Allowance (ESA) claimants who had left the Work Programme without
moving into sustained employment. The pilot programme has now stopped taking new
referrals, with clients remaining on programme for up to two years before moving into
work. The Working Well Expansion began in April 2016 and supports a wider range of
benefit claimants including some pre-Work Programme clients, and also benefits from a
dedicated Talking Therapies service for clients who have mental health support needs.
In addition Manchester is one of four Local Authorities to pilot a GP referral route where
specific GP surgeries can refer patients into Working Well who have mental health
issues and would benefit from support into employment.

The Transforming Justice and Rehabilitation programme is led at a Greater Manchester
level and overseen by the Interim Mayor of Greater Manchester to deliver more co-
ordinated support for offenders at the points of the criminal justice system when they
are arrested, sentenced and released. It focuses on prolific young offenders, as
intelligence shows the peak age of offending is 19. The programme also focuses on
women offenders, as there are often significant impacts and costs to families and
society when women are given custodial sentences when an alternative community
sentence may be appropriate. Over the last year, the National Probation Service and
Community Rehabilitation company have become an integral part of the Multi Agency
Safeguarding Hub, crime and safety has become integrated as part of the Early Help
Assessment, and the Community Safety Partnership have been involved in the
development of Early Help Hubs.

Our Delivering Differently Programme focuses on domestic violence and abuse (DV and
A). The programme aims to improve the lives of those affected by DV and A through
better working across different organisations so that the service provided is sensitive
and efficient. It focuses on the early identification of the signs of DV and A, and reaches
out to communities who have infrequent contact with public services by finding new
ways to address this important issue. The programme has involved an extensive study
of data, research, and consultations with service users. This journey of analysis and
remodelling has been undertaken jointly with many partners including voluntary
organisations, public sector partners, academic institutions and victims / survivors
groups. We have worked closely with a broad range of service users to understand their
views, and with specialist service providers to design a new campaign and strategy,
encourage partnership bids, and simplify our commissioning processes.

Delivery of the Early Years new delivery model began in April 2015, which will ensure
that children aged 0—4 across Manchester have regular interactions with health visitors
and that they are able to access the support they and their parents need. Children can
be referred to services such as speech and language therapy, or referred for
immunisations, while parents can access parenting classes or support to develop skills
and access work. Stronger links with the Early Help strategy have been developed over
the last twelve months, and the numbers of health visitors have increased, providing
more support to families across the city. Work continues at a Greater Manchester level
to improve school readiness outcomes through the Start Well strategy.
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Integrated health and social care

Despite Greater Manchester’s thriving economy, Manchester still faces a number of
difficult challenges. Life expectancy in Manchester is lower than it is in many other parts
of England. Many people are treated in hospital when their needs could be better met
elsewhere. Care could be better integrated between different agencies and its quality
could be more consistent. Manchester has higher than average levels of some of the
key factors which contribute to poor health such as poverty, loneliness, stress, debt,
smoking, drinking, air quality, unhealthy eating and physical inactivity.

As people are living longer with complex health conditions, an anticipated deficit of
approximately £134m by 2020/21 is projected across Manchester’s health and social
care system, so there is a need for significant investment in the transformation of this
sector.

The Devolution Agreement for Health and Social Care has given Greater Manchester
control over the £6billion health and social care resources for the region as of 1 April
2016, and gives us the opportunity to fundamentally transform how health and social
care is delivered in the region. To do this, we have developed a Locality Plan, which is
the foremost strategy on the transformation of the health and care system in the city.
The plan outlines three mutually interdependent pillars which underpin the
transformational change that is required. These are:

e A single commissioning system ensuring the efficient commissioning of health
and care services on a city wide basis with a single line of accountability for the
delivery of services.

e Asingle hospital service delivering cost efficiencies and strengthened clinical
services, with consistent and complementary arrangements for the delivery of
acute services

e One team delivering integrated and accessible out of hospital services through
community based health, primary and social care services within neighbourhoods

The Manchester approach, outlined in the Locality Plan will ensure a clear focus on
place and the needs of residents, and that a stronger service offer addresses health and
social care needs earlier while supporting residents to take responsibility for their own
wellbeing. It will ensure that the City continues to be at the fore of clinical excellence
and continue to attract world leading clinicians, and that these front line staff are
professionally fulfilled in the demanding roles that they undertake.

Importantly the commissioners and providers of health and social care will come
together to ensure duplication and fragmentation of service provision is removed, that
money is spent more efficiently, and that our clinical leaders shape delivery model most
suited to meet the needs of residents in Manchester. This model will ensure that
Manchester people get the right care, at the right time, in the right place.
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Tacking Health Barriers to Work

The Manchester Fit for Work project provides integrated health and community services
for those at risk of long-term sickness absence from work or unemployment due to ill
health. The project aims to improve health and wellbeing, to help clients manage their
own health problems and improve their confidence so they feel able to return to work
and manage social and psychological factors related to their health. By getting involved
early, with the right support, the project ensures that clients are more likely to continue
to lead productive lives and minimise their demand on expensive public services. The
project is delivered in Manchester by Pathways CIC.

Healthy Manchester is another initiative that is delivered in Manchester by Pathways,
and adopts a similar approach to unemployed residents who have a significant health
barrier to work.

Both programmes have shown positive outcomes, in terms of both keeping and moving
people into or closer to work, demonstrating a health and wellbeing dividend, a positive
impact on primary care capacity for patients accessing the service, and created ongoing
dialogue with GPs with regard to work as a health outcome. These services have
always relied predominately on GP referrals. The services have yielded significant
learning with regard to how to engage GPs with regard to social determinants as health
outcomes, with work being one of these.

The Early Help Strategy

A new plan to improve outcomes by providing help and support to children and families
sooner has been launched by Manchester City Council. The Council recognises that
effective early help is essential to improve the life chances of children and Manchester's
new Early Help Strategy provides a consistent multi-agency approach to early
intervention. It sets out how all partners will work together to reform, strategically plan,
jointly commission, and deliver a range of provision to support children, young people
and their families at the earliest opportunity.

The plan adopts a whole family approach to support children, young people and their
families. It seeks to connect families to their communities so that they can build
networks of friendship and support to increase their emotional resilience and mental
health and wellbeing, whether this is their local children's centre, their school, their GP,
or other community groups. These connections and the networks make it easier to
identify those families who need extra help and support at an early stage. Through
effective partnership working it is then easier to ensure effective local support is put in
place to meet this need. Children, young people and their families can then receive the
right intervention as early as possible to tackle problems and prevent issues escalating.

A new Early Help Assessment has been devised as part of the new plan to help with
early identification of need. To ensure a consistent approach it will be used by all
professionals working with or coming into contact with children such as school staff,
health workers, social workers, the police, the fire service, and others. The new
assessment is based around five levels of need from the lowest level where a child or
family has needs but they're being met, to the highest where a child or young person is
at risk of or is suffering significant harm, or whose needs require acute services or care
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away from their home. Crucially, building on the successful approach taken so far in
working with troubled families, the assessment also looks at the strengths of the young
person or family and their capacity to make their own changes to help themselves. The
Early Help Assessment (A ‘Signs of Strength’ record) is a holistic, strengths based
approach which draws upon the families own skills and promotes self reliance. It is
about having a good quality conversation with a child, young person or family about
different aspects of life such as home, work, school or college, community or social life,
and health and well being, where the focus is on what’'s working well and what can be
done if things need to improve.

Central to the Early Help Strategy are three Early Help Hubs which are located in the
north, south and central parts of the city and opened in September 2015. These
community based hubs are the focal point for the delivery of local services and as well
as being the access point for more intensive interventions.

Since the launch, the Early Help offer to children and their families has continued to be
strengthened as more partners have joined the hubs. There are a range of partners
from a variety of services linked with each of the hubs. Whether co-located in the hubs
or virtually linked, each plays a vital role in delivering the Early Help offer across the
city. An increasing number of partners include; Housing Providers, ASB Officers,
Probation, Targeted Youth Support Service, Work and Skills Team, Education Welfare
Officers, Specialist Resource Team, and Education Caseworkers.

Triage meetings are held daily in each Hub where cases are discussed in detail and
information is shared as appropriate by Greater Manchester Police (GMP) and MCC
Housing Connect. Specialist Safeguarding Nurses and Attendance Officers also support
the triage process. Cases are explored holistically and decisions are made about the
most appropriate offer required to support the family. Weekly allocation meetings
chaired by the hub are attended by a wider range of partners who agree the most
appropriate service which should offer targeted and specialist support for a family. The
robust triage process and the allocations meeting ensure that families receive the right
response at the right time.

The Hubs continue to support partners in embedding the use of the Early Help
Assessment (A ‘Signs of Strength’ record) in their work with families.

Our Neighbourhoods

We want people who live in our neighbourhoods to be able to benefit from everything
the city has to offer, from its employment opportunities to its green spaces and its
diverse cultural attractions. During 2015/16 we have focused on good quality residential
development for sale and rent, refurbishing the city’s leisure centres, delivering new
library facilities and working with residents and community groups to make our
neighbourhoods clean and attractive places.

Adopted in March 2016, Manchester's Residential Growth Strategy (2016-2025) sets
out the city's plans to deliver a minimum of 25,000 new homes over the next decade
and provide the right housing mix for a growing population. To achieve this Manchester
will continue to prioritise high density development on exceptionally well-connected sites
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in the conurbation core, alongside providing a range of homes for owner occupation
across the rest of the city.

During the past year the city has seen real progress in delivering the quantity and
variety of residential development required to drive the City's continuing economic
growth, with in excess of 1,500 new homes completed across the city's existing
residential growth sites (13% increase on 2014/15) and a further 24 new schemes
starting on site which are set to deliver an additional 2,800 units.

The Residential Growth Strategy sets out six priorities to support the city's sustained
growth and ensure there is affordably priced housing for sale and rent to underpin this.
These are:

* Increase housing building on existing and new sites

* Improve the quality and sustainability of the city’s housing

* Increase opportunities for home ownership

*  Expand the family housing offer

*  Professionalise the private rented sector

*  Provide appropriate housing options for retirement living

In order to ensure effective delivery of the Residential Growth Strategy an Action Plan
(2016/17) has been developed setting out the key actions which need to be addressed
over the next 12 months. The Action Plan will be reviewed and updated on an annual
cycle to both monitor and refresh the actions necessary to secure the outcome of a
minimum of 25,000 homes over the next ten years in the city.

Delivery will be enhanced and supported by new investment mechanisms including our
allocation of a £300m Housing Investment fund working with the Combined Authority,
the Manchester Place Partnership between the City Council and the Homes and
Communities Agency, Registered Providers and a variety of public and private
partnerships.

In 2013 the city’s investment in Manchester Airport provided a one-off cash boost of £14
million we decided to use to make our neighbourhoods cleaner and greener. We
launched the ‘Clean City’ programme which has included 45 projects across the city that
continue to be delivered, led by people who want to make a sustained improvement to
their local area. Through the project we have seen 635 new recycling bins installed,
treating weeds, including Japanese knotweed, over more than 100,000m2, over 17,000
volunteers contributing to the programme and much more besides. The programme has
included the transformation of an area the size of six football pitches in Brookdale Park
into flower meadows and expanding the community orchard. £600,000 from the
programme was allocated to improving children's play areas in several parks across the
city, ranging from deep cleaning and painting to installation of new climbing frames and
play graphics.

In our budget consultation last year we asked if Manchester people agreed we should
improve our road and pavement repairs, street cleaning and fly-tipping even if it meant
an increase in Council Tax of 1.99% and 62% of respondents said they did. This year
we will put this money towards making further improvements to the look of our
neighbourhoods and make our roads and pavements safer.
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We have just announced a £16 million upgrade to the Moss Side and Abraham Moss
Leisure Centres, which will complete a comprehensive leisure centre refurbishment
across the city. This builds on the improvements at Hough End Leisure Centre,
including extended opening hours, a 25m six lane swimming pool and learner pool, a
well equipped gym, squash courts and a community dance studio. A quarter of a million
visits have been made to Hough End since it opened just over 9 months ago. We also
opened Arcadia Library and Leisure centre, which has proved hugely successful since
opening in February, with an average weekly footfall of over 5,000.

In 2015/16, volunteers contributed 14,625 hours in the City's parks. Manchester City
Council has worked closely with these volunteers and park users to support the
development and activation of the City’s parks. Council staff work with Friends of Parks
groups across the City, providing help, support and organising activities. Activities
include clean-up days, community planting activities, heritage and cultural activities,
community fun days and learning and social opportunities to bring communities
together. The help and support on offer ranges from developing skills and knowledge
with our horticultural experts to helping to access funding pots for equipment and
resources. Parsonage Gardens in Didsbury is just one example where volunteers have
been supported over a number of years to the point where they are able to take on
council assets and open them up to the local community.

We have worked with committed volunteers in Fallowfield who have made their
community partnership library a great success: just over 1,800 service users are
registered at the library. A range of volunteers help run clubs or manage the extended
meeting rooms and help individuals to use the service, while working together with
Manchester Libraries who continue to support the library service in the building, with
staff time, stock, IT and self service units. Volunteers also play a crucial role serving as
trustees on the board of the Community Interest Company which manages the building,
and was formed with the help of the local housing provider, One Manchester, a key
partner in the success. We now also have free wi-fi available in all libraries across the
city, and in 2015/16 we recorded 290,000 sessions showing the popularity of the
service.

A citywide learning and outreach programme has helped people learn about and enjoy
Central Library’s archives and special collections. 53 events were delivered at
neighbourhood libraries and venues such as parks, schools and community centres in
2015/16 — attended by over 3,100 adults and children. This included treasure roads
where rare books are taken out to local communities and schools.

Manchester’s neighbourhood libraries are valuable local cultural venues and library staff
are increasing access to creative experiences through partnering and hosting
participatory projects with arts and cultural organisations, supporting creative training
and volunteering opportunities and programming performances, exhibitions and events.
For example, during a fortnight in April a lively programme of drop in arts activities for
local children and families took place in Beswick Library. The programme introduced
over 250 people to some of the city's major cultural organisations, including Company
Chameleon (dance), Z-Arts (multi arts) and Brighter Sound (music). Company
Chameleon held dance taster sessions at East Manchester Leisure Centre,
accompanied by a staffed, pop-up library information stand.
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Case Studies

Arcadia Library and Leisure Centre

Arcadia Library and Leisure Centre opened its doors on Saturday 20 February 2016.
The centre is prominently located on Stockport Road, and is the third joint library and
leisure development in Manchester. Since opening, the centre has been a great
success with local residents. Although the opening day was grey and wet, Levenshulme
residents braved the elements in their hundreds to be welcomed into their new facility. A
six week public consultation in summer 2016 will ensure the programme of activity at
the centre meets the needs of local community.

The library provides access to a wide range of library services including a suite of PCs,
free Wi-Fi, an attractive children's library, comfortable seating areas and study spaces
with a wide range of books for all ages. As part of its continued engagement with the
local community and schools, Arcadia Library held sixteen events and activities in the
opening weeks. The opening activities were a success, and were well attended by
2,345 service users. As part of the opening activities, residents had the opportunity to
handle some of Central Library’s most precious stock including Codex Justinianus (13th
Century), Shakespeare 2nd Folio (1632) and Nuremberg Chronicle (1493). Residents
commented "it's fantastic to see such rarities in Levenshulme”.

Given the great demand of the community there has been a regular need to bring in
more books, especially for children. Many service users have commented how much
they love the look and feel of the new space, and have highlighted quality of the books
on offer. The library is currently attracting around 500 service users a day who borrow
books, use computers and access unlimited free Wi-Fi, socialise or study. Families with
young children are coming in to meet other families, letting their young ones crawl
around the specially designed children’s space and nurturing their growing love of
books.

The library is open 90 hours per week with seven day opening supported through the
use of self service technology, with core hours supported by library staff. Outside of
core hours, the library is supervised by Leisure staff, and the extended opening times
enable many service users to use the facilities at times that previously they would not
have been able. The library has attracted many new service users, and benefits from it's
co-location with the Leisure Centre and it's partnership with the leisure provider
Greenwich Leisure Limited (GLL). Compared to 2014/15, figures for 2015/16 have
shown a 146% increase in new library members, an 80% increase in visits and a 29%
increase in book lending (with a significant increase in the lending of children’s books).

The Leisure Centre has two swimming pools, a stylish 60 station gym, a flexible
community studio, a sauna, and a steam room. In the opening week there were over
1000 members of the Leisure centre and there were over 27,000 visits within the two
months since opening.

Many service users are using both the library and the leisure centre, so it is enabling

both active minds and active lives. The centre’s location at the heart of Levenshulme
has allowed greater access for the local community.
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“Amazing centre. Much better location. Will be easy for my children to access two key
services in one building”. Comment from a service user on opening day.

Improving the City’s green spaces — Brookdale Park

We understand the importance of investment in the city’s ‘green and blue spaces’ — the
waterways, parks, green spaces and more, which are sometimes called ‘green
infrastructure’. These spaces are crucial to each resident’s quality of life and health, to
attracting and keeping new residents, and to making Manchester a world-class city for
business and tourism.

The successful transformation of this Edwardian park in Newton Heath, which opened
to the public in 1904, highlights our commitment to this priority.

The project was to improve the condition of two areas of Brookdale Park not meeting
the expectations of the park’s users; an area of tree lined open space and one of the
park Dells.

The users of the Park supported the application for two Clean City Grants, the creation
of flower meadows £75,000 and the restoration of the Rhododendron Dell £235,500.

e These projects have received support from Brookdale Park User Group and local
members not only from their inception but also whilst on site. The schemes have
been undertaken in partnership with and assistance from Brookdale Park Users
Group (BUG), the National Trust and the National Wildflower Centre.

e Local schools, Manchester University and the commercial property company
Bruntwood have also assisted with planting, seeding and maintenance events.
These schemes will not only assist in the reduction of on going maintenance but
will increase biodiversity and aesthetic appeal and restore a historic element to
the park.

e The flower meadows received a Level 4 Britain in Bloom Award, from the Royal
Horticultural Society presented to Brookdale Park User Group at the RHS Award
Ceremony in Southport.

e A large expanse of grass was given over to wild flower meadows. The space is
now a haven for bees, butterflies and other wildlife having a positive impact on
the local environment.

e The network of winding paths through The Dell has been reinstated and lined
with new flowerbeds and shrubs, providing a place of beauty and variety that
appeals to local people and visitors alike.

Manchester Art Gallery

Located in the heart of the city centre is one of Manchester’'s most iconic buildings: the
Grade I-listed Manchester Art Gallery. Originally established to showcase the best art
and ideas from across the world, today the gallery is renowned for an outstanding,
45,000-strong collection of art, design, craft, photography and fashion that spans six
centuries. Over half a million people visited the gallery last year, attracted by both its
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collection and a diverse programme that ranged from displays of Pre-Raphaelite
paintings to English language workshops for some of the city’s newest residents.

The gallery brings people to Manchester, and it raises the city’s cultural profile. Tourists
regularly cite it as a key reason for their visit (with a 95% satisfaction rating on Trip
Advisor), while exhibitions in 2015/16 continued to put the city on the international
cultural map. Highlights from last year — all created and delivered by Manchester Art
Gallery - included Performance Capture, a digital commission by British artist Ed Atkins
and the gallery’s biennial collaboration with Manchester International Festival; the
international group exhibition The Imitation Game, part of Manchester’s City of Science,
and Modern Japanese Design, which showcased the gallery’s collection of 1970s
Japanese fashion, crafts and furniture. Other shows included Cotton Couture, a series
of 1950s designer dresses from the gallery’s costume collection (originally
commissioned by the Manchester Cotton Board), and a solo show by the Manchester-
based artist, Pat Flynn. This international programme helped the gallery generate over
£12 million in Gross Value Added income - representing a return on the City’s
investment of over six times.

Yet for all its global ambition, Manchester Art Gallery remains rooted in Manchester.
Over two-thirds of visitors in 2015/16 were Mancunian. Half of these were repeat
visitors, the local families, young people, workers, retirees and residents who came to
the gallery time and again to enjoy free access to art and events. In 2015/16, for
example, 26,000 people in took part in free family workshops, clubs and drop-in
activities. The gallery also worked with a diverse set of volunteers, providing support to
those who were otherwise excluded from city life. Its Open Doors project saw it open
early to deliver activities for autistic children and their families from all over Manchester
— a project that was a UK first.

Elsewhere, working with Refugee Action, English Corner enabled people from across
Manchester to practice English, while it worked with almost 20,000 primary and
secondary school pupils across Greater Manchester, helping one school gain an
Artsmark gold award and 137 pupils gain an Arts Award Discover award. Free daily
talks, tours and events reached a further 16,000 residents, while wellbeing sessions
were delivered at the gallery and in residential care homes, thus supporting the city’s
Age Friendly agenda.

Although Manchester Art Gallery has particularly strong historic collections, of 19th-
century paintings, for example, and work by modern British artists, it also has an eye on
the future. Last year, the gallery was a partner in events such the city’s feminist festival,
Wonder Women, and it continues to take an active environmental stance, staging
debates on green issues, reducing its own energy use (by 42% over the last five years),
and installing beehives on the roof and a garden on Mosley Street, the latter in
partnership with the National Trust. All of which means that, in 2015/16, Manchester Art
Gallery continued to sit at the heart of cultural and political life in the city — just as it has
done since it first opened in 1835.
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Promoting equality and diversity and tackling inequality
Our Equality Objectives 2016 — 2020

We think setting equality objectives is an important way for us to show our commitment
to equality and diversity. Our equality objectives help us describe the things we will do
to support Manchester’s vision to be progressive and equitable and enables Manchester
people to hold us to account for delivering them.

We've set 3 equality objectives for 2016 — 2020, each with a set of aims that describe
the areas and activities that we’ll focus on for the coming year. We’'ll be working closely
with our partner organisations to deliver these aims over the coming year and refresh
them as and when activities are delivered.

Objective 1 — Knowing Manchester Better

We will work together with Manchester’s citizens and our partners in the public and
voluntary sectors to increase the quality of the information, knowledge and
understanding we have about Manchester’s diverse communities and the value that we
gain from this. This will allow us to work with each other to support ‘community
cohesion’ — people from different backgrounds getting on well together in the local area
and treating each other with respect and consideration — and make sure we develop
policies, and provide and commission services that meet everyone’s needs.

Objective 2 — Improving Life Chances

We want everyone living in Manchester to have a good quality of life and equal
chances. We know that for some groups in Manchester this is not the case. We will
work with our partners to take a positive approach to removing inequalities.

Objective 3 — Celebrating Our Diversity

Manchester’s great strength is its diversity; we’ve achieved a lot for our different
communities. We will maintain and build on with what we’ve achieved so far, going even
further to celebrate Manchester’s diversity, telling people how this makes the City better
for everyone.

For more information about our equality objectives and underpinning aims, visit our
website:

Equality in the Business and Budget Planning Process

In 2015 we committed to strengthening how equality considerations form part of our
budget and business planning process. Our revised approach ensures that each of the
Council’s Directorates considers how their actions and proposals support our equality
objectives as well as setting out where proposed changes may have an impact on
equality and the approach they plan to undertake to assess this impact. These
considerations are all captured in an Equality Delivery Plan which is reviewed by a
cross organisational group of Equality Champions who represent each part of the
Council as well as elected Members through the Communities.
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How we performed in 2015/16
Economic growth

Manchester continues to show growth, in terms of jobs and gross value added (GVA).
The total number of jobs recorded in Manchester has continued to grow In the five year
period between 2009 and 2014 income based gross value added has increased at a
higher rate than was experienced in Greater Manchester and the North West.

This growth is being driven by core and emerging sectors, increasing numbers of
international visitors, an expanding business base, retention of highly skilled residents
and a buoyant city-centre commercial market.

Manchester is recognised as a major international centre for cultural, creative and digital
industries, as evidenced by the success of the refurbished Whitworth Art Gallery as Art
Fund Museum of the Year 2015 and the new HOME cultural hub sited at First Street.
The city continues to attract a growing number of domestic and international visitors
who boost the economy and come to take advantage of the city’s multiple cultural,
sporting and retail assets. Over the past two years Manchester has shown consistently
higher rates of office space take up and office space availability than the other Core
Cities in England.

Manchester’'s economy has shown great resilience throughout the recession and
subsequent recovery, which has demonstrated that the economic foundations of the city
are much stronger than in the past, with no overreliance on any single employment
sector. Investor confidence has been high and this has been evidenced by a second
successive excellent year for office take-up and a return of speculative commercial
development. 1,318,285 square feet of office space was acquired for occupation in
2015. This was 74% higher than the five year average and 31% higher than the ten year
average.

In 2014, Manchester's economy, combined with that of the four other Greater
Manchester South districts (Salford, Stockport, Tameside and Trafford), generated an
economic output of £38.6billion — over a quarter of the north west region's output.
Manchester itself contributed 28% of the economic output for Greater Manchester. In
2014, Gross value added for Manchester has performed well, increasing by 3.18% from
the level reported in 2013. In contrast the level for the North West increased by 3.15%
over the same period.

Manchester continues to outperform national and regional comparators. Manchester
outperforms the national average in terms of GVA per head of the resident population.
The GVA for Manchester was £30,963 in 2014, compared to £24,958 nationally.
Manchester is the region’s major employment centre, and there continues to be
significant growth in the number of people in employment, which in 2014 was 336,500 —
an increase of 1.7% since the previous year. In the five years between 2009 and 2014
there was an 8.76% increase in the number of full and part time jobs in Manchester.

The Manchester Employer Suite is one of a number of initiatives which ensures that
residents benefit from employment growth across the city. It is a partnership between
the council and Jobcentre Plus that provides Manchester businesses with a central
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point of interviewing facilities, matching pre-screened, job-ready candidates to
vacancies. It has enabled us to support employers, whatever their size, sector and
needs to find local people to meet their recruitment needs through a single, quality
driven service. The Suite is now based within the Town Hall Extension which has
allowed for better integration with business support services, including the business
library and the opportunity to promote the service to residents and employers visiting
the Town Hall Extension. Prestigious employers such as Marks and Spencer, TNT post
and Tesco have all used the suite and praised the location and facilities. The latest
statistics indicate that 4,500 individuals use the employer suite per year, and that
approximately 60% of all service users to date have secured employment. 70% of those
who secured employment were Manchester residents.

Manchester has notably higher proportions of people working in education;
administration and support services; and financial, professional and scientific sectors.
This is due to the cluster of large universities and research businesses along the Oxford
Road Corridor and the high number of service sector jobs within the city centre.

Manchester’'s economy, in keeping with many other cities, has developed an hourglass
shape which is characterised by a larger number of higher-paid and lower paid jobs,
with a reduction or hollowing out of the intermediate paid roles in between.

This structure is unlikely to change in the short-term, meaning that there are always
likely to be lower-paid entry-level, part-time or temporary vacancies to be filled. The gap
between Manchester’s workplace wages (the wages of those who work in the city but
may live elsewhere) and resident wages (those who live in the city but may work
elsewhere) is narrowing and is the second highest of England’s Core Cities, at £49 per
week. Manchester's median workplace wage of £533 is the second highest of all the
Core Cities and is higher than that for Greater Manchester and England, but
Manchester’s resident wage of £484 is the third lowest of the Core Cities below
Sheffield, Newcastle-upon-Tyne, Bristol, Birmingham and Leeds.

The causes of this gap are complex and long term. The recent recession and
subsequent economic recovery has led to an imbalance between inflation and wage
increases. As the cost of living has increased, many workers have seen their real take-
home pay reduce, although there is some indication in the past two years that this trend
is reversing as the rate of increase median weekly pay starts to exceed the rate of
inflation. As from 2015 this trend now applies to both full and part time workers
suggesting an improvement across the range of workplace sectors.

The rise in flexible working practices such as part-time work and zero-hours contracts,
has led to an increase in the number of people finding themselves in in-work poverty
and an increase in the amount of Working Tax Credit and Housing Benefit being paid to
working households.

Measures to address it include improving the skill levels of Manchester residents and
ensuring that Manchester comprises attractive neighbourhoods where higher earners
working in the city want to live. Raising the wages of the lowest-paid workers also
remains a local priority for the council. We have now increased the Manchester
Minimum Wage to £7.85 an hour, which remains above the new national minimum /
living wage of £7.20 per hour for those over 25. Rates for those of younger age
bandings are lower.
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The city is strategically placed at the centre of the Northern Powerhouse, a
counterweight to the dominance of London and the south east.

The agreement of substantial devolution of central power and budgets offers
Manchester, as part of the Greater Manchester Combined Authority (GMCA), the
opportunity to realise its full economic potential.

People

We and our partners continue to expand the 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

Manchester continues to make good progress in the delivery of the national Troubled
Families Programme having engaged with or currently working with 2,566 of its
allocation of 8,000 families over the five years of the programme (contributing towards
working with 27,000 families across Greater Manchester). Through services that are
predominantly focused on providing Early Help to families with a range of complex
issues it has already helped many to make real changes to their lives.

Supporting people into employment

In November 2011, a total of 63,620 Manchester residents were claiming an out-of-work
benefit, representing 17.8% of the working age population. By November 2015, this had
fallen to 45,650 (including Universal Credit ‘not in employment’ claimants) which
represented 13.4% of the working age population.

The Greater Manchester Working Well Pilot Programme has helped claimants of
Employment and Support Allowance (ESA) who have struggled to find work. 1,227
individuals were referred into the programme in total, and 53 job starts have been
achieved as at the end of March 2016. Whilst there will be no further referrals,
individuals may remain on the programme for a further 2 years before moving into work.
The pilot aims to deliver a job start for one in every five individuals who joins the
programme. The success of the pilot led to the Working Well Expansion in April 2016
which will support a wider range of benefit claimants.

Helping young people gain the right skills

Supporting young people into apprenticeships is a key part of addressing youth
unemployment in the city. In 2014/15, 4,805 Manchester residents started
apprenticeships, which was 512 more than the number of starts in 2013/14 (4,293)
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Getting more yound children (0-5s) off to the best start

Achieving a good level of development in the Early Years Foundation Stage (EYFS) is
vital for children so they are ready for school, and they are also more likely to be
independent and less reliant on public services in the future. In 2015, 60.9% of
Manchester children achieved a good level of development, which was a substantial
improvement on the figure for 2014 (52.8%), and is over 14 percentage points higher
that the level in 2013. The gap between Manchester’s result and the average for
England was 5.4% in 2015, falling by 2.2 percentage points from 7.6% in 2014. Itis 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

Schools are the custodians of the next generation of Manchester’s workforce such as its
scientists, nurses, teachers and engineers. Schools also play a wider role in instilling
confidence, aspiration, social literacy and a culture of respect. There is a strong link
between good school attendance and achieving good results for children. Good school
attendance also shows future employers that a young person is reliable, more likely to
achieve well and play a positive role in their community. Young people who frequently
miss school may fall behind in their work which may affect their future prospects. They
are also more likely to become involved in, or be a victim of crime and anti-social
behaviour. The council wants to enable each and every child to reach their full potential
and to achieve this it is important that all children have the best possible attendance at
school.

Absence of pupils from primary school has generally been in line with the national
average over the last few years. In 2014/15 4% of ‘sessions’ (a half day period) were
missed Manchester schools, with the same level of absence being seen across
England.

Absence of pupils from secondary schools in Manchester has improved substantially
from 9.3% of sessions in 2009/10 to 5.2% in 2014/15. After drawing level with the
England’s average level of absence in 2013/14, the absence rate in Manchester is now
0.1% lower that the national average.

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 all of the core subjects of Reading, Writing and Maths.
The results of Manchester pupils have improved over the last three years and have
been the same as the national average each year. In 2015 80% of pupils attained Level
4, up from 79% in 2014.

The main measure of attainment at the end of Key Stage 4 is the percentage of pupils
achieving five or more A*-C GCSEs including English and Maths. In 2015 47.5% of
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Manchester pupils reached this level of attainment which was lower than 2014 levels
(51.4%), and the 2015 national average (53.8%)

Manchester has committed to a number of high level aims in the Manchester Strategy
against which success will be measured over the next ten years. One of these aims is to
improve school results so that they are significantly better than the UK average.

Reducing reoffending

Reducing reoffending is an important part of achieving the city’s ambitions of improving
resilience, supporting independence, and reducing spending on high-cost services.

The latest Ministry of Justice figures show that 26.1% of adults, and 38.6% of juveniles
who committed offences in the 12 months from July 2013 to June 2014, were recorded
as committing a proven re-offence within a year after their first offence. This is an
improvement of 1.1 and 4.4 percentage points respectively, on the re-offending rate for
individuals who offended in the 12 months from July 2012 to June 2013 (27.2% and
43% respectively).

The overall re-offending rate (including both adults and juveniles) has decreased by 1.4
percentage points from that of individuals who committed offences from July 2012 to
June 2013 (28.7%) to that of individuals who committed offences from July 2013 to
June 2014 (27.3%). This latest re-offending rate (27.3%) is 1.3% higher than the overall
average rate for England and Wales (25.96%) over the same period. This 1.3% gap
between the national average and Manchester’s rate has reduced from the 2.45% gap
seen for individuals who offended in the previous year (from July 2012 to June 2013).

Supporting people to improve their health

We have a role in educating, informing and involving the community in the improvement
of their health and wellbeing. Preventable deaths are those that could potentially be
avoided by public health interventions in the broadest sense.

In the three years from 2012 to 2014, there were a total of 2,820 preventable deaths
recorded for people living in Manchester (an average of 940 deaths each year). This
gave a mortality rate of 317.5 preventable deaths per 100,000 of the population. Whilst
this remained higher than rate for England as a whole over the same period (182.7), it
did represent a reduction from Manchester’s rate over the three year period from 2011
to 2013 (322.1).

In line with the national picture, the latest preventable death rate for Manchester was
higher for men (401.4 per 100,000) than for women (238.6 per 100,000).

Both Manchester and England have been experiencing a downward trend over the past
ten years. The preventable death rate for Manchester (for the period 2012 to 2014)
represents a percentage decrease of 20.35% from the rate for the period 2001 to 2003,
and this compares to a 26.93% percentage decrease at a national level over the same
time frame.
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A key aim of the Health and Wellbeing Strategy for Manchester is to address the range
of factors that underpin the wide gap in health outcomes that continues to exist between
Manchester and the rest of England as a whole.

Improving Children’s Social Care

Manchester currently has high levels of demand for children’s social care and is
reforming services to reduce the number of children who require significant care and
support. These reforms have a strong focus on early evidenced based intervention and
prevention.

944 Manchester children per 10,000 of the child population were referred to
safeguarding services throughout 2015/16. Whilst this is higher than the national
average for 2014/15 (548), it is a reduction from the rate for Manchester in 2014/15
(1,148).

There is no higher priority for the Council than protecting vulnerable children and
ensuring that children and their families receive good help and, when required, good
care. The Children’s Services Improvement Plan aims to improve the consistency and
quality of social work practice and significantly reduce the number of Looked After
Children (LAC).

In March 2016, 108 Manchester children per 10,000 of the child population were
recorded as LAC, which is a reduction from last year’s figure (113). It is however, higher
than the national average for March 15 (60). 73.8 Manchester children per 10,000 of the
child population were on a Child Protection Plan as at March 2016, which is lower than
in March 2015 (78.7) and is higher than the national average for March 2015 (43).

In addition to improving the consistency and quality of social work practice, an efficient
adoption service that promptly finds Manchester children safe homes with the right
families is required and this will also help drive down LAC numbers.

Over the period April 2013 to March 2016, the council took an average of 569 days to
house a child with an adoptive family (from when a child became looked after), which is
above the Department for Education’s target (426 days). However, 569 days is
significantly quicker than the average of the previous three year period (643 days) and
is better than the national average of 593 days over this period (April 2012 to March
2015).

*All the latest figures for Manchester detailed above are provisional pending submission
to and publication by the Department for Education.

Improving Adult Social Care

Manchester continues to have high demand for adult social care support. To manage
this demand we are reforming how care and support in Manchester is provided.
Through a more integrated approach with a focus on early intervention and prevention,
the council aims to reduce the number of adults who require long term services by
supporting our residents to remain healthier and independent for longer. We are
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working more closely with our partners in health and the community to ensure that the
right care is provided earlier in the right place — closer to home in our communities.

In 2015/16 we received more than 23,000 new requests for support from residents aged
18 and over. Of these requests 35% were signposted to support available to them within
their communities, 23.5% were supported with items of equipment, and 5.2% received a
short period of reablement (the council’s approach to supporting adults back to
independence after a period of illness or the onset of a disability). 8.35% of the requests
needed support on a long-term basis (such as residential care, nursing care home care,
and supported accommodation).

During 2015/16, 1,904 reablement packages were delivered (with 54.7% of recipients
not requiring further care following this), 25,317 items of equipment were installed in
homes to help people live independently (with 99.4% being installed within seven days),
and 3,388 carers received support from Manchester’s Carers’ Services to care for 3,510
people in their own communities.

The continuing development of services to better meet people’s needs in the community
has resulted in a falling number of adults and older people choosing to go into
residential or nursing care. As at March 2016 there were 6,589 adults receiving long
term support, 4,838 of whom had been receiving support for more than 12 months. This
is a significant reduction from the numbers as at March 2015 (8,290 and 6,269
respectively). Overall, the provisional admission rate for older people (aged 65 and
over) entering residential or nursing care throughout 2015/16 was 405.2 per 100,000,
which is a reduction from the 2014/15 rate (455.1 per 100,000).

Safeguarding vulnerable adults in homes, communities, residential and nursing care,
and hospitals remains the highest priority for Adult services in Manchester. This
involves the protection of adults who are at risk of emotional or financial abuse, neglect,
or the withholding of proper care. Throughout 2015/16, the council commenced
safeguarding enquiries relating to 1,344 adults (a rate of 331 per 100,000 of
Manchester’s adult population in 2014) which was a decrease from 1,519 adults in
2014/15 (375 per 100,000 of Manchester’s adult population in 2014). An enquiry means
that the council has undertaken an investigation, and it can range from a conversation
with the person concerned to a more formal multi-agency plan or course of action. The
council brought 1,350 enquiries to a conclusion in 2015/16 (meaning all necessary
information was collected and actions agreed), which was a decrease from 1,673 in
2014/15 (one person may be the subject of multiple enquiries).

Place

So that residents can make the most of the opportunities available in Manchester, it is
crucial that neighbourhoods are created that 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
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survey, 81% of respondents were satisfied with their local area as a place to live — a
slight increase on the previous year’s result (79%).

We are 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, the percentage of household waste
recycled, composted or reused increased significantly from 2011/12 (34%) to 2012/13
(36.79%). However, this recycling rate fell in 2013/14 (34.93%) and the provisional
figure for 2014/15 is 33.26%. These decreases in the recycling rate were due to
changes in processing of street cleansing waste in 2013/14 and an upturn in the
economy in 2014/15. In 2015/16 kerbside refuse increased 2.7%, dry recycling
tonnages increased 3% but contamination also increased. Organic recycling collected
decreased by 1.1% and contamination decreased but the overall organic tonnage
recycled fell by 0.4%. The provisional recycling figure for 2015/16 is 32%. It is
anticipated that the new contract with Biffa will lead to improvements in recycling rates.
Additionally a new waste, recycling and street cleansing team has been established
within the Council which will lead to more street cleansing inspections and the contract
being monitored more closely.

A total of 54,735 victim-based crimes were reported across Manchester between April
2015 and March 2016. Victim-based crime is a broad category that includes offences of
violence against the person (including homicide, violence with injury, and violence
without injury), sexual offences (including rape and other sexual offences), robbery,
theft (including theft from a person, domestic burglary and vehicle crime) and criminal
damage. There was a 10.9% increase compared to the same period last year and most
crime types saw an increase over this time. Reductions were seen in robbery (down by
4%), bicycle theft (down by16%), burglary (down by 1%) and homicide (down by 33%).

Over the past ten years victim-based crime recorded by Greater Manchester Police
(GMP) has reduced by almost 15%, from 64,236 in 2006/07. The overall decreases in
crime over the long term have happened at a time when the population of Manchester
increased more rapidly than the rest of Greater Manchester. Between mid 2006 and mid
2014, Manchester’s population rose by 12%, compared with a 4% increase in the rest of
Greater Manchester.

As a rate per 1,000 head of population, victim-based crime reduced by 32% in
Manchester from 2006/07 to 2014/15, while across the rest of Greater Manchester it fell
by 30%.

Over these past ten years, some types of crime saw much higher reductions, including
robbery (down by 58%), criminal damage and arson (down by 58%), burglary (down by
31%) and vehicle crime (down by 30%).

Many experts have linked the reductions in vehicle crime to improvements in security
features, while reductions in burglary may be linked to the fact that home electronic
equipment has become relatively less expensive.

Other offences, including sexual offences, less serious violence and thefts from the
person, were at significantly higher levels in 2015/16 than they had been in 2006/07.
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Increases in sexual offences and violence without injury are relatively recent, and have
been influenced by improvements in GMP’s crime recording processes. In the case of
sexual offences, revelations about crimes committed by high-profile public figures have
also encouraged more victims to contact the police.

Higher levels of theft from the person have mainly been caused by an increase in the
number of mobile phones being stolen. Technological advances may have helped to
reduce some acquisitive offences, but in other areas they have opened up new criminal
opportunities, with multifunctional, expensive and easily portable gadgets being a
particularly attractive target.

The Manchester Strategy 2016-2025 published in March 2016 sets out

an ambitious plan for Manchester's low carbon agenda and contains the commitment
that " Manchester will play its full part in limiting the impacts of climate change ...and by
2025 will be on the path to being a zero carbon city by 2050". Manchester has 38 Sites
of Biological Importance with 58% in positive management, an improvement upon the
year before. There are now 2,688 citizens in the city who have attained certification in
the Carbon Literacy Programme, a 60% increase in numbers from last year. There are
now 161 state schools on the Eco Schools Programme, equating to 92% of state
schools, an increase of 8 schools from the year before meaning more schools are join-
ing in the programme and progressing through the scheme. The City’s progress against
its Climate Change Action Plan target to reduce its carbon emissions by 41% by 2020 is
measured using data from the Department of Energy and Climate Change (DECC),
which is released. The latest local-authority-level data available from 2014 showed that
Manchester had reduced its Co2 emissions from 3.3 million tonnes in 2005 to 2.4 million
tonnes in 2014, which is a reduction of 27%.

Value for Money

The vision for Manchester is to be a world class city; to grow and sustain the economy
of the city, and to translate that growth into better lives for Manchester residents.
Manchester has always been a city of innovation and change but achieving this vision in
times of austerity requires even greater emphasis on improving the way we work to
deliver better services and the best possible value for money. This means redesigning
services to make better use of resources: in essence, 'doing more with less'.

The Council has an established track record of achieving savings by developing and
adopting more efficient ways of providing services whilst maintaining prudent levels of
reserves.

Public Service Reform remains 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 reduce dependency on high-
cost public services and help Manchester people gain greater independence. This will
realise savings both for the Council, its local partners and the public purse more
broadly.
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Delivering public service reform in Manchester is based on a set of principles which
were updated throughout 2015/16. Well being, prevention and early intervention are
more strongly prioritised in these principles. Also, an evidence led understanding of risk
and impact must be used to ensure that the right interventions are used at the right
times and that outcomes and spend are tracked so value or money can be monitored.

A co-ordinated, whole-family approach to support families with multiple complex needs,
involving multiple services and partners is at the heart of the Confident and Achieving
Manchester Programme which is driving public service reform. This approach delivers
more value for money than the alternative of different services dealing with each need in
isolation.

The Early Help hubs aim to deliver preventative support and intervention before
problems become complex, deep-rooted, and more costly and difficult to solve.

Early Years new delivery model which began in 2015 focuses on early intervention
and ensures that children aged 0—4 across Manchester have regular interactions with
health visitors and that they are able to access the support they and their parents need.

Manchester’s Locality Plan will transform and integrate the delivery of health and
social care. A single city wide commissioning system, a single hospital service
delivering acute services, and one team delivering out of hospital services in the
community will all deliver efficiencies and better outcomes for Manchester people.

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

e Analysed benchmarking data in detail, 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.

e Reduced the operational estate from 398,000m2 at June 2012 to 303,000 m2 by
March 2016, reducing costs and emissions. Sharing premises and capital with
partners has been an important factor in achieving this, supporting effective
partnership working as well as reducing overheads.

e Carried out more of our transactions online, enabling people to report issues,
request services and make payments when most convenient to them at the same
time as saving money by reducing the number of more expensive interactions,
such as face-to-face or on the telephone.. The value of online financial
transactions increased by 11% to almost £24million.

e A new waste, recycling and street cleansing service contract started with Biffa on
the 4 July 2015 and this has led to an annual saving of £1.6m. Services are now
more joined up than they were previously which has allowed saving to be
achieved.

e 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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Putting our service users first

The Customer Service Organisation (CSO) comprises the Customer Service Centre
(CSC) and Contact Manchester, our centralised Corporate Contact Centre.

The CSC handles enquiries from those residents who require face-to-face support and
assistance. It is situated on the ground floor of the Town Hall Extension and
interconnects with the Central Library. Key partner organisations, including Jobcentre
Plus, Citizens Advice Bureau, Greater Manchester Police, Connexions and Avanta (a
leading employment support and training services company) work alongside the
Customer Service Centre, providing a one-stop shop for key support services for our
residents.

Contact Manchester provides support for residents, businesses and partners wishing to
access services by telephone. Services delivered through Contact Manchester include
our main Switchboard, Council Tax and Benefits, Neighbourhood Services, Social Care,
School Admissions, Elections, and a dedicated Out of Hours emergency service. In
addition to telephone contacts, it handles online, email, SMS and Social Media
enquiries across the majority of our key services.

During 2015/16, 93% of those surveyed stated they were either satisfied or very
satisfied with the level of service provided by the CSO.

As a result of work being undertaken to implement our Digital and Channel Shift
Strategy, there has been a continued increase in the number of service users
transacting online through 2015/16. During 2015/16, 436,245 online transactions were
made, an increase of 16% when compared to 2014/15 and a 36% increase when
compared to 2013/14. Visits to our website also rose to 7.09million during 2015/16, an
increase of 6% when compared to 2014/15. Consequently, this switch in behaviour and
increase in self-service has resulted in a 4% reduction in calls made (38,434) to Contact
Manchester during 2015/16 in comparison to the previous year.

This table and chart below shows the impact of our Digital and Channel Shift Strategy
with demand reducing consistently across all channels except online services, where
uptake continues to increase, with a 16% rise in transactions since last year.

2014/15 2015/16
Telephone 1,045,517 1,007,083
Email 29,985 29,163
Online 376,227 436,245
Face to Face 82,007 79,469
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The pie chart below shows that 39% of calls received by Contact Manchester related to
Council Tax and Benefits, whilst calls related to Neighbourhood Services represented
22%. Within Neighbourhood Services, enquiries relating to Waste and Recycling are
consistently the highest volume.

Elections, 4.00% Emergency Control
\ Centre, 1.20% Emergency Out of
""" Hours, 1.40%

Council Tax &
Benefits, 39.20%

N

Children & Families,
9.20%

Neighbourhood
Services, 21.90%

Switchboard &
General Enquiries,
16.10%

Parking, 2.70%

- —

School Admissions,
4.30%

The pie chart below shows that 58% of all enquiries handled in the CSC relate to
Revenue and Benefits, with 32% relating to the drop-off and validation of documentation
relating to council tax or a benefit claim. 26% of enquiries relate to more in-depth
Revenue and Benefits enquiries (benefits enquiry, 11%; council tax enquiry, 15%).
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Complaints to the Council

The Council handled 1,926 complaints in 2015/16, which was slightly less than the
number handled in 2014/15 (1,958). We responded to 85% of those cases within 10
working days.

When we receive a complaint, we investigate to find out what has happened. If we find
that something has gone wrong, we let the complainant know their complaint has been
upheld. In 2015/16, we upheld 677 complaints, which represented 37% of all the
decisions made. In 2014/15, the percentage of decisions that were upheld was lower,
at 34% (626 complaints upheld).

In addition, we handled 220 social care complaints, 70% were responded to within a 20
working days statutory time limit. In 2014/15, we handled 314 social care complaints,
55% within time limit.

Learning from complaints

The Council is keen to learn lessons from complaints, to improve our service delivery
and to prevent a reoccurrence of things we have got wrong. In 2015/16, we recorded
616 learning actions as a result of complaints made to us, which led to a number of
remedial actions. This is a. decrease on 2014/15 where 659 learning actions were
recorded
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Summary of the Annual Accounts 2015/16
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 2015/16. This has been produced in a simpler format than the full Annual
Statement of Accounts which is required to comply with accounting practice. The
Summary Accounts are designed to provide more meaningful information and highlight
key financial information relating to the Council. They therefore exclude technical
accounting adjustments such as depreciation.

Where the money was spent in 2015/16

The Council spends money on a whole range of services to help support the people of
Manchester to achieve and enjoy a better quality of life. This spending can be both
revenue and capital. Revenue spending relates to 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 of benefit to Manchester
and its residents over a longer period, such as land and buildings.

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

Overall revenue spend was £1,481 million (gross). The chart on the following page

shows where our revenue money was spent in 2015/16 analysed across standard
service divisions, which are used by all local authorities.
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Public Housing Services,
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Private Housing Services,
£242m

Highways, Road and
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Adult Social Care, £180m

Children's and Education
Services, £201m

Schools, £336m

Cultural Services, £45m

Environmental Services,
£45m

Service Division

Adult Social Care

Adult social care services such as care for older people in
their own homes or care homes, support for people with
physical or learning disabilities or with mental health
issues and adult education services provided to adults
living in Manchester.

Education and Children's
Services

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

Schools

The provision of nursery, primary, secondary and
specialist education services provided to children in
Manchester.

Cultural and Related Services

Various Council services including museums, galleries,
recreation and sport, parks and library services.

Environmental and Regulatory
Services

Various Council activities including environmental health,
licensing, waste collection and the provision of cemeteries
and crematoria.

Planning Services

Various Council activities including planning policy,
economic development and building regulations.

Highways and Transport
Services

Maintenance and safety of Manchester's roads and
transport networks.
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Private and Public Housing
Services (including the
Housing Revenue Account)

Council and private housing services including housing
benefit payments.

Public Health

The provision of public health services which were
transferred to local government on 1 April 2013.

Corporate Costs (Central
Services to the Public)

Activities that enable the Council to function as a whole.
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 services
provided at a Greater Manchester level and charged to
districts, revenue funding of capital, loan repayments and
interest payments made by the Council plus money set
aside by the Council for future use (transfers to reserves).

Where the money came from in 2015/16

In 2015/16 the majority of our income (52%) 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 below shows how we funded our spending of £1,481 million in 2015/16
analysed across the different types of income received during the year.

Other Grants, £134m

Benefits Disbursement,
£267m

Other Income, £155m

Dedicated Schools
Grant, £312m

Council Tax, £122m

Fees and Charges,
£139m

Public Health Grant,

£50m

Revenue Support
Grant, £138m

Business Rates Income,
£164m
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Funding

Council Tax

The total amount of council tax due to the Council in 2015/16.

Fees and Charges

The total of the fees and charges generated by the Council. For
example residential and nursing home care, licences and plan-
ning application fees.

Public Health Grant

Grant for the provision of public health services which were
transferred to local government on 1 April 2013.

Revenue Support Grant

Government grant received by the Council each year which the
Council uses to support its revenue expenditure.

Business Rates

The Council's share of business rates income due to the Council
in 2015/16.

Dedicated Schools
Grant

A ring fenced government grant which the Council uses to fund
the Schools budget.

Benefits Disbursement

Government grant to fund the Council's payment of housing
benefits.

Other Grants

The total of all the other revenue grants received by the Council.

Other Income

Items of income such as interest and investment income, trading
service income, dividends received and use of monies previously
set aside (transfers from reserves).

Cost of Council Services

The Income and Expenditure Account below shows the gross cost, income and net cost
of running Council services between 1 April 2015 and 31 March 2016 and how this has

been funded.

General Fund Services

Adult Social Care

Central Services to the Public (cost of

elections, registration of births, deaths and
marriages and council tax collection)

Children’s and Education Services

Cultural Services
Environmental Services
Planning Services

Highways, Road and Transport Services
Housing Services including Benefits

Gross Gross Net
Expenditure Income Expenditure

£000s £000s £000s
179,871 (55,616) 124,255
14,151 (12,029) 2,122
537,100 (403,087) 134,013
45,436 (11,595) 33,841
44,600 (12,664) 31,936
41,446 (23,548) 17,898
22,879 (21,212) 1,667
321,556 (299,005) 22,551
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Public Health 51,797 (50,685) 1,112
Net Cost of Services 1,258,836 (889,441) 369,395
E)ett\/ieerSOperatlng Expenditure Including 85,865 (397) 85.468

Financing and Investment Income and
Expenditure

Contributions to / (from) Reserves 51,845 (79,457) (27,612)
Amount to be met from Government

84,943 (73,204) 11,739

Grants and Local Taxation 1,481,489 (1,042,499) 438,990
Financed By:

Council Tax 122,338
Council Share of Business Rates 163,907
General Government Grants and Other Income 152,745
Total General Income 438,990

Contributions to reserves include 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 2016,

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
Council Dwellings 418,055 Borrowing 534,019
Other Land and Buildings 1,668,482 Provisions for Future Liabilities 224,674
Heritage Assets 521,154 Liability for Pension Scheme 783,824
Investment Properties 387,118 gg\[/):slcgrants Received in 6,785
Other Assets 104,668 Money owed by the Council 193,992
Investments 135,552

Money owed to the Council 284,499

Total 3,519,528 Total 1,743,294

Net Worth of the Council 1,776,234
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Cost of Council Housing Services

The Housing Revenue Account (HRA) below shows the income and expenditure
relating to the council houses owned by the Council between 1 April 2015 and 31 March
2016. 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
Income
Rents 60,766
Charges for Services and Facilities 1,755
Contriputions towards expenditure on services provided by the 607
Council
Other income 23,603
86,731
Expenditure
Repairs and Maintenance 42,428
Supervision and Management 16,217
Net Interest Paid 8,894
Other Expenditure 19,868
87,407
Total Deficit for the Year (676)
Housing Revenue Account Surplus at 31 March 2015 86,686
Housing Revenue Account Surplus at 31 March 2016 86,010

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 (PFI) 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 following properties at 31 March 2016:

Property type

Houses and Bungalows 9,327
Flats 6,904
Others 77

Total 16,308

45



Manchester City Council Annual Report Incorporating Statement of Accounts 2015/16
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 25,004
Other Land and Buildings 49,401
Vehicles, Plant and Equipment 10,369
Infrastructure (e.g. Roads, Street Furniture) 22,933
Community Assets 693
Assets Under Construction 6,122
Surplus Assets 20,015
Capital Expenditure not Relating to Council Assets 68,476
Investment Properties 7,603
Assets Held for Sale 10,048
Long-Term Loans 25,897
Total 246,561

This has been spent on the following capital programmes:

Capital Expenditure by Capital Programme £000s
Hough End Leisure Centre 1,573
Levenshulme Leisure Centre 6,632
National Taekwondo Centre 2,539
Asset Management Programme Work - Libraries 1,659
Other Leisure and Libraries Programmes 2,759
The Factory 1,762
Other Cultural Capital Programmes 1,026
Highways Planned Maintenance Programme 4,251
Velocity Cycling Scheme 6,589
Bus Priority Measures 9,113
Highways Capital Programme 7,659

Environmental Capital Programme 3,990
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Adult Services Capital Programme 348
Building Schools for the Future 1,028
Schools Basic Needs Programme 60,193
Schools Capital Maintenance 1,940
Schools Capital Programme 370
Strategic Acquisitions 19,482
Asset Management Programme 4,129
New Smithfield Market 3,378
Corporate Services Capital Programme 448
Private Sector Housing Capital Programme 19,363
Public Sector Housing Capital Programme 25,382
Beswick Community Hub 13,211
ICT Capital Programme 9,074
Belle Vue Sports Village 10,299
NOMA Group Estate 6,610
Other Development Works 1,611
Housing Investment Programme 18,343
Greater Manchester Loans Fund 1,800
Total 246,561

The preceding pages provide a simplified summary of the information contained in the
accounting statements that follow.
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Annual Statement of Accounts
2015/16
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Narrative Report to the Annual Accounts

The Narrative Report is the first section of the Annual Accounts and provides a financial
summary and introduction to the annual accounts for 2015/16.

Financial Summary 2015/16

The Council had a net revenue budget of £527.011m in 2015/16. This budget was net of
savings of £59m required in 2015/16 on top of £250m of savings from 2011/12 to
2014/15 following the reduced financial settlements.

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 reported as part of the
global monitoring reports. The final financial position against the revenue budget was
reported to Executive on 1 June 2016. This information is consolidated into the
accounts within the Comprehensive Income and Expenditure 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
as they are an accounting entry and not a true cost to the Council. It also shows the
change in the general fund reserve which is an increase of £368k. A reconciliation
showing the outturn position and the change in general reserves is shown later in the
narrative report.

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 £1.991m (before
approved carry forward of underspends of £1.929m) and after the establishment of an
Adult Social Care Reserve.
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There had been a planned transfer from general reserves of £1.623m. The outturn is a
transfer to general reserves of £368k.

The General Fund Reserve is now at £27.477m after the transfer to the Social Care

Reserve.

The table below sets out the year end position.

Over/(under)
Carry spend after
Revised Over/(under) | Forward Carry
Budget Outturn spend requests forwards
£,000 £,000 £,000 £,000 £,000
Total Available Resources (526,928) (527,629) (701) 0 (701)
Planned Use of Resources
Total Corporate Budgets 108,934 105,745 (3,189) 139 (3,050)
Directorate Budgets
Children and Families 261,118 266,012 4,894 104 4,998
Corporate Core 48,916 44,093 (4,823) 121 (4,702)
Growth and Neighbourhood 109,583 109,411 (172) 1,565 1,393
Total Directorate Budgets 419,617 419,516 (101) 1,790 1,689
Total Use of Resources 528,551 525,261 (3,290) 1,929 (1,361)
Transfer from/(to) General
Fund Reserve 1,623 (2,368) (3,991) 1,929 (2,062)
Establish Social Care
Reserve 0 2,000 2,000 0 2,000
Transfer from/ (to) General
Fund Reserve 1,623 (368) (1,991) 1,929 (62)

This table has been reported to the Executive as part of the Revenue Outturn Report in
June.

This information is provided in line with how the Council is structured rather than by
standard Service Division.

The Children and Families Directorate includes Adult Services, Children’s Services and
Schools.

The Corporate Core Directorate includes the Corporate Services (Procurement,
Revenues and Benefits, Financial Management, Internal Audit and Risk, Shared
Service Centre and Business Units) and Chief Executive’s (Performance, Legal and
Democratic Services) Departments.

The Growth and Neighbourhoods Directorate includes Community and Cultural
Services, Neighbourhood Delivery, Regeneration, City Policy, Planning and Building
Control, Strategic Housing, Capital Projects and Technical Services, Corporate Property
and Facilities Management.
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The table shows the spend per directorate which is different to the analysis that is
required in the Comprehensive Income and Expenditure Statement. This is because it
does not contain items that are at nil cost to the Council, for example depreciation and
recharge of central costs such as the Town Hall Complex.

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 £0.701m higher than budgeted
mainly due to increased corporate grants and dividend income partly offset by reduced
Public Health Grant income following an in year reduction by Central Government.

The underspend on the Corporate Items budgets totals £3.189m. This partly relates to
the release of unallocated contingency held until year end in case of any unforeseen
pressures. There have also been underspends on a number of other corporately held
budgets including for inflation and historic pension liabilities

The net position on controllable budgets for services is an underspend of £101k. The
main reasons are as follows:-

e The overall position for Children’s and Families is an overspend of £4.894m. This
relates to the costs of looked after children’s placements, additional social work
costs, and costs of care and support for people with learning difficulties. These
are partly offset by underspends in commissioning services and the use of Better
Care Fund monies to support social care.

e The Corporate Core has an underspend of £4.823m. The underspend is
predominantly due to staff savings, increased government grant relating to
benefit payments and an improved trading position in Business Units relating to
school meals, contracts, bereavements, building cleaning, parking and bus lanes.
There were some small overspends including increased Coroners costs and
higher than forecast electoral staffing costs.

e The overall position for Growth and Neighbourhoods is an underspend of £172k.
Spend on waste disposal was higher than budget which was offset by
underspends in the other service areas such as planning, building control and
licensing. The higher than budgeted income from planning fees reflects the
increase in activity in the City.

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) contains the costs of owning and maintaining
properties which are let to tenants and income from renting Council houses to tenants.
This is shown separately from the general fund revenue budget position. The final
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outturn position for the HRA is an overall surplus of £1.466m compared to budget in
2015/16.

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:
e Borrowing.
e Grants or contributions from the Government or another third party.
e Use of the HRA Major Repairs Reserve.

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

e 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:

e ensure the efficient use of resources,
e achieve maximum value for money,

e and are efficient and deliver more for less.

The challenge for the future is to drive transformation, to define Manchester as an
attractive place to live and further improve the quality of life for all residents; to increase
their overall social and economic prospects, and enable them to participate fully in the
life of the City. Important to the delivery of the aspirations of the City will be:

e to support, promote and drive the role and continuing growth of the city centre
as a major regional, national and international economic driver; as the main
focus for employment growth through a strengthening and diversification of its
economic base and through the efficient use of land. This will be
complemented by driving growth through for example, Corridor Manchester;
the Airport City Enterprise Zone; the Siemens Princess Road Campus;
Central Park in North Manchester; and at the Etihad Campus in East
Manchester;

e to support investment in transport infrastructure. The City Centre will now see
more than £1 billion of investment in projects between now and 2017 which
will lay the foundations for continuing success by ‘future proofing’ the city’s
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transport infrastructure including; the Second City Crossing, The Northern
Hub, Cross City, Bus Corridor and the redevelopment of Victoria Station;

e to provide an expanded, diverse, high quality housing offer that is attractive to
and helps retain economically active residents in the city, ensuring that the
growth is in sustainable locations supported by local services and the public
transport infrastructure. This will include maximising the opportunities through
Manchester Place, Manchester Life and the Housing Investment Fund and to
be able to react flexibly to deliver an attractive housing offer for the City;

e the delivery of a Schools Capital Programme to support new and expanded
high quality primary and secondary school facilities for a growing population;

e support businesses and residents to create thriving district centres with
appropriate retail, amenities and public service offer; and

e continuing to promote investment to secure an internationally competitive
cultural and sporting offer and sustaining core lifestyle assets such as parks,
leisure facilities and libraries within the City.

The Council continues to invest in a varied capital programme including:

Highways

e Highways Planned Maintenance Programme
e Cycling Schemes

e Bus Priority Programme

Growth and Neighbourhoods

e Waste and Recycling Programme

e Street Lighting

Co-Op Regeneration Project

Cultural Facilities

Beswick Community Hub

Leisure and Sports Facilities

Asset Management Programme

e Strategic Acquisitions

Public Sector Housing Programme

Private Housing Assistance Programme
Children’s Services

e Basic Need (schools additional places) programme
e Schools Maintenance Programme

e Building Schools for the Future

ICT Investment Programme

Housing Investment Fund (on behalf of Greater Manchester)

The Council spent £246.6m on capital projects in 2015/16, which is summarised in the
following table.

This was against a budget of £263.2m equating to 94% delivery of planned capital
schemes.
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More details can be found in Note 28 to the Core Financial Statements.

For the purposes of the accounts capital expenditure is broken down between spend on
council assets, spend on non council properties and long term debtors as shown in the

table below.

2014/15 | 2015/16

£m £m

Non-current Assets (Property, Plant and Equipment,
investment Properties, Assets Held for Sale and
Intangible Assets) 146.8 152.2
Revenue Expenditure funded from Capital under Statute
(capital expenditure on non-Council properties e.g.
academies and grants to organisations for capital
expenditure on their properties) 44.0 68.5
Long-term Debtors (loans given to external organisations
related to the Council) including £20.2m granted to
organisations on behalf of Greater Manchester. 1.7 25.9
Total 192.5 246.6

A summary of capital spend against budget is shown in the following table. Further

details are contained in the outturn report to Executive on 1 June 2016.

Outturn Budget Variation
£m £m £m

Manchester City Council
Programme
Highways 27.7 27.4 0.3
Growth and Neighbour-
hoods 81.0 94.0 (13.0)
Housing — General Fund 19.3 16.6 2.7
Housing — HRA 25.4 27.0 (1.6)
Children’s Services 63.5 71.1 (7.6)
ICT 9.1 15.6 (6.5)
Corporate Services 0.4 0.6 (0.2)
MCC Total 226.4 252.3 (25.9)
Projects carried out on
behalf of Greater
Manchester 20.2 10.9 9.3
Total Capital Outturn 246.6 263.2 (16.6)
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The financing of this expenditure was by the following methods:

2014/15 | 2015/16

£m £m

Borrowing 22.0 55.3
Government Grants 62.3 80.4
External Contributions 18.4 26.2
Capital Receipts 24.7 33.6
HRA Major Repairs Reserve 24.2 25.2
Revenue Contributions 40.9 25.9
Total 1925 246.6

The preceding pages provide a summary of the Council’'s revenue and capital spend
compared to the budget together with details of how the capital expenditure was funded.
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Introduction to Manchester City Council’s Annual Accounts

The annual statement of accounts has been prepared in accordance with the 2015/16
Code of Practice on Local Authority Accounting (The Code) and International Financial
Reporting Standards (IFRS). Changes in accounting requirements over the past few
years have led to an increase in complexity of the accounts and the level of detail they
contain.

One of the purposes of this introduction 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:
e The Movement in Reserves Statement (MIRS)
e The Comprehensive Income and Expenditure Statement (CIES)
e The Balance Sheet
e The Cash Flow Statement

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

These are followed by three further sections:

e The Housing Revenue Account (HRA) costs and income of owning and
maintaining council properties which are let to tenants. The costs and income are
also shown within the main statements.

e The Collection Fund Account 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.

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

These are also 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.

The accounting changes in 2015/16 relate to the adoption of IFRS 13 Fair Value
Measurement, requiring local authorities to measure their assets and liabilities and
provide disclosures in accordance with IFRS 13.

The Code confirms that the measurement bases used for operational property, plant
and equipment should focus on valuing their service potential and thus operating
capacity used to deliver local authority goods and services.

This enables the Council to use International Accounting Standard (IAS) 16 which
enables the use of current value for the measurement of property, plant and equipment.
The measurement requirements for operational property, plant and equipment are
therefore unchanged from previous years.

The only change is that from 1 April 2015 surplus assets are valued at fair value based
on the highest or best use of the asset from a market participant’s perspective and
investment properties are measured at fair value - highest and best use. The fair value
reflects market conditions at the balance sheet date. Previously surplus assets were
valued based on existing use.

The accounting policies are set out in note 1 to the financial statements.
Policy Changes

The accounts reflect three significant policy changes which were implemented from 1
April 2015.

Better Care Fund

The Manchester Better Care Fund (BCF) commenced on 1 April 2015. It has been
established by the Government to provide funds to local areas to support the integration
of health and social care. It is a requirement of the BCF that the three Manchester
Clinical Commissioning Groups (CCG) and the Council establish a pooled fund for this
purpose. The Council and CCGs have agreed that the Council should be the host for
the fund which totals £43.861m.

The CCGs and Council have agreed that the BCF should be accounted for as a joint
operation and as a result each accounts for its share of the funds assets, liabilities,
expenditure and income.

Further details are shown in note 10 to the financial statements.

Greater Manchester and Cheshire East Business Rates Pool

The first year of the Greater Manchester and Cheshire East Business Rates Pool was
2015/16. The purpose of pooling rates across the individual authorities is not intended
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to alter individual authorities income levels but to retain any levy that might be payable
by some authorities to Central Government.

All members of the Pool retain the business rates income that they would have received
had no pool existed.

For those authorities generating a levy payment to be retained by the pool Cheshire
East retains 50%, Trafford retains 33.3% and Stockport retains 33.3%.

Where pooling generates a net gain an agreed element yet to be determined will be
allocated to a contingency fund to enable the Pool to offer a protection mechanism to
authorities who may otherwise receive a safety net payment from Central Government.
The remainder will be on a basis to be agreed to the Greater Manchester Combined
Authority and Cheshire East Council to benefit the Region.

The summary of the pool position is shown below —

Retained
Levy Sav- by lLocal Retained
Local Authority ing Authority by Pool
£000 £000 £000

Cheshire East 26 13 13
Stockport 34 11 23
Trafford 2,249 750 1,499
2,309 774 1,535
less administration costs (29)
Retained by Pool 1,516

The amount retained by the Pool has been transferred to the Association of Greater
Manchester Authorities.

Business Rates Growth Retention Pilot

Separately from the Business Rates Pool in the 2015 Budget the Chancellor of the
Exchequer announced a pilot to retain 100% of additional business rate growth in

Greater Manchester and Cheshire East. The scheme set a growth baseline above
which named authorities, including Manchester, would retain 100% of growth.

The additional growth is allocated 49% to the metropolitan authority and 1% to the fire
and rescue authority. The formula that calculates the growth is still under discussion
and no decision has yet been taken as to how the growth will be allocated within
Greater Manchester. No income relating to this growth has been recognised in the
financial statements as the relevant Parliamentary Order has not yet been laid.
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The Financial Statements
The Council’s Movement in Reserves Statement

This shows the movement in the Council’s reserves from 1 April 2014 to 31 March
2016. 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 usable reserves are cash backed.
The unusable reserves are mostly non cash backed.

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 as well as the actual money spent and funded by Council
Tax.

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

The Net Cost of Services is the cost of providing the Council’s services. This is different
to that reported in the revenue monitoring reports as it includes accounting adjustments
for items such as depreciation and impairment. These would be a significant cost in a
commercial organisation but legislation is in place that ensures these costs do not have
to be funded by council tax or housing rent payers. These items are therefore
transferred to unusable reserves in the Movement in Reserves Statement.

The Net Cost of Services (including the technical accounting adjustments) totals
£484.791m. Details of the main accounting adjustments are shown in the notes to the
financial statements. Impairment of property, plant and equipment and investment
properties of £87.051m are shown within Note 5 to the financial statements. Note 6
shows the notional depreciation of £37.793m.

The second section contains corporate items. These include real expenditure such as
levies paid and payments made in relation to the pooling of HRA capital receipts and
technical adjustments such as the loss on the disposal of non-current assets (including
schools transferred to academies). This is called Other Operating Expenditure and
totals £81.797m.

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 income totalling £7.048m) plus general income due to the Council from Council
taxpayers, National Non Domestic ratepayers (NNDR) and general government grants
including grants to fund capital expenditure (£36.744m). These items total £523.457m.

These three sections are totalled to produce an overall deficit on the provision of
services (£36.083m). This is a notional deficit as it includes the technical accounting
adjustments. The table below sets out the impact of these adjustments.

The Total Other Comprehensive Income and Expenditure section of the CIES
reconciles to the movement in the balance sheet by adding the deficit on the provision
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of services to the revaluation of non current assets and available for sale investments
plus re-measurements of the defined benefit pension scheme.

The Movement in Reserves Statement adjusts the deficit on the provision of services to
remove any accounting entries that do not impact on the level of council tax or housing
rents. After these items are removed the change in the level of reserves is shown.

The table below shows the reconciliation of the deficit in the Consolidated Income and
Expenditure Statement to the contribution to reserves.

General HRA Total
Fund
£000 £000 £000

(Surplus) / deficit in year in the Comprehensive
Income and Expenditure Statement

53,891 | (17,808) 36,083

Items that do not affect Council tax or housing (54,259) 18,484 (35,775)
rents
Contribution (to) / from reserves (368) 676 308

Note 6 to the Accounts shows the items that do not affect the level of Council tax or

housing rents.

The Council’s Balance Sheet

This shows the total assets, liabilities and reserves (net worth) of the Council.

The net worth (total reserves) of the Council is £1,776.234m. This is split between

usable reserves of £383.624m and unusable reserves of £1,392.610m.

Usable Reserves

The usable reserves are held for the following purposes:-

31 March 2015

31 March 2016

Type of Reserve £000 £000
Reserves held for capital purposes including 99,566 65,540
capital receipts and capital grants unapplied

Schools reserves (this belongs to schools and is 31,606 28,782
for their use only)

Statutory reserves that have to be set aside 8,947 9,529
Reserves held for PFIs to meet contracted future 3,215 1,970
costs

Reserves held to smooth risk or for assurance 48,716 59,410
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including the insurance reserve of £17.481m

Business Rates Reserves including safety net 32,851 8,717
reserve in 2014/15

Revenue reserves held to support capital 51,809 60,012
including the Capital Fund

Reserves held to encourage economic growth or 29,555 17,866
for public sector reform

Small specific reserves 2,162 1,965
Grants and contributions held to meet 23,196 16,346

expenditure commitments over more than one
year

Housing Revenue Account reserve (£34.845m 86,686 86,010
earmarked for future PFI payments and other
potential liabilities)
General Fund reserve (after transfer to social 27,109 27,477
care reserve in 2015/16)

445,418 383,624

Details of changes in these reserves are shown in Note 38 to the financial statements.

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

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.

The unusable reserves are shown in the table below:-

31 March 31 March

2015 2016
Unusable Reserve £000s £000s
Revaluation Reserve 857,007 864,440
Available for Sale Financial Instruments Reserve 1,811 3,852
Pensions Reserve (1,012,249)| (783,824)
Capital Adjustment Account 1,271,969| 1,295,891
Deferred Capital Receipts Reserve 2,014 2,232
Financial Instruments Adjustment Account (1,446) 1,469
Collection Fund Adjustment Account (30,008) 14,938
Short-term Accumulated Absences Account (5,867) (6,388)

1,083,230 1,392,610
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The negative pensions reserve of £783.824m has decreased by £228.425m from the
previous year. This matches the pension liability in the balance sheet as measured
under International Accounting Standard (IAS) 19. This is as a result of an increase in
the net discount rate over this period; the positive impact of this has outweighed the
likely lower than expected asset returns.

The purpose of IAS19 is to facilitate comparison of the pension obligations of
employers. The IAS19 calculations are carried out using a prescribed method. As the
method and assumptions underlying the IAS19 calculations are different to the formal
actuarial triennial valuations of the fund, IAS19 calculations will produce different
results. IAS19 valuations have no effect on the level of contributions that need to be
paid into the fund which are set by the triennial actuarial valuation. 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.

Overall the net worth of the Council has increased by £247.586m during 2015/16.

The decrease in usable reserves of £61.794m mainly due to

e Use of major repairs reserve and capital grants unapplied reserve to fund the
capital programme £34.026m

e Use of business rates safety net reserve to fund the brought forward business
rates deficit £27.247m

The increase in unusable reserves of £309.380m is mainly due to:

e £228.425m decrease in the minus pension reserve following the IAS19 actuarial
valuation of the pension liability as outlined above

e £7.433m increase in revaluation reserve due to revaluations of non current assets,
including heritage assets, during 2015/16

e £44.946m increase in the collection fund adjustment account mainly due to the
Council’s share of business rates and

e £23.922m increase in the capital adjustment account.
The increase in the net worth is matched by an increase in value of net assets of the
Council of £247.586m.

Borrowing Limit

In 2015/16 the Council had an authorised limit for borrowing of £1,261.8m (£1,045.8m
for external debt and £216m for other long term liabilities such as PFIs and finance
leases). The actual level of external debt at 31 March 2016 is £534.019m. The reason
for the variance is that the limit is designed to allow flexibility.

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:

2014/15 | 2015/16
£000s £000s

Long-term Borrowing 509,638 | 501,785
Short-term Borrowing 21,942 32,234
Total 531,580 | 534,019

Whilst the 2015/16 Capital Programme was funded by borrowing of £55.263m, the debt
outstanding at 31 March 2016 has only increased by £2.439m as the Council’'s Treasury
Management Strategy is to use cash backed reserves i.e. internal borrowing 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 balance during the year. The cash
balance at 31 March 2016 had reduced by £27.722m from 31 March 2015. This is
mainly due to the use of cash balances to fund capital spend (internal borrowing) rather
than undertaking external borrowing.

Major Acquisitions and Disposals

The Council’s significant acquisitions of Plant, Property and Equipment during 2015/16
included:

The former Manchester University recreation fields at Lytham Road £4.6m, Platt Lane
Football Complex £3.1m, land at Central Park £4.3m and land at New EIm Road £8.5m.

Significant disposals in 2015/16 included schools which transferred to academy status.
Their value upon disposal was £7.2m. Other significant disposals were Ewing School
£4.3m, Platt Lane Football Complex £3.1m, Hardman Boulevard £3.3m, land near
Manchester Airport £2.5m and land at Miller Street £0.8m

Private Finance Initiatives (PFI)

PFIs 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 2016, the Housing Energy Services, Miles Platting Housing, Plymouth
Grove Housing, Temple School, Wright Robinson Sports College, Street Lighting and
Brunswick Housing schemes were ongoing.

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.

e Indoor Leisure PPP — the renovation, maintenance and management of some
indoor leisure facilities has been undertaken via a trust for more than ten years. A
contract was awarded to Greenwich Leisure Ltd for the period 1 September 2014
to 31 March 2018 with an option to extend for a further two years. The contract
includes the management of leisure centres, some Activity Lifestyle service
delivery and school swimming instruction.

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

e Car Parks Partnership — the Council has entered into a partnership with National
Car Parks Limited to manage its car parks.

e Eastlands Trust — the Council has established a trust which has responsibility for
the management of the National Cycling Centre, the National Squash Centre, the
National Taekwondo Centre, the Regional Athletics Centre, the Regional Tennis
Centre, the Regional Gymnastics Centre and Belle Vue Leisure Centre / Regional
Hockey Facility.

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 disclose any material events as a note
to the accounts. The following events have therefore been included.

Business Rates

On 1 April 2016 Cheshire West and Chester Council joined the Greater Manchester and
Cheshire East Councils in the Greater Manchester and Cheshire Business Rates Pool.
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Further details of this post balance sheet event are shown in Note 53 to the financial
statements.

Post balance sheet events 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 undertakings, 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 picture of the Council’s involvement in other activities group
accounts are prepared. These reflect the figures contained in the single entity accounts
consolidated with figures for the Council’s material subsidiaries, associates and joint
ventures.

Subsidiaries are defined as organisations that the Council controls by having power
over the organisation, exposure or rights to variable returns from its investment and the
ability to use its power over the organisation to affect the amount of the return. The
subsidiary considered to be material is Destination Manchester Limited.

Associates are defined as organisations where the Council has significant influence.
Significant influence is defined as the power to participate in financial and operating
policy decisions of the investee. The assumption is that a holding of more than twenty
percent of the voting power of an investee would bring significant influence. The Council
has no associates considered to be material.

Joint Ventures are defined as arrangements under which two or more parties have
contractually agreed to share control such that decisions about activities that
significantly affect returns require the unanimous consent of the parties sharing control
and have the rights to the net assets of the arrangement The joint venture considered to
be material is Manchester Airports Holdings Ltd.

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 current value
(i.e. the amount that would be paid for an asset in its existing use). Where sufficient
market evidence is not available, the 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 accumulated depreciation. A valuation of MAHL’s land and building
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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 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.

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 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.gov.uk

The Annual Statement of Accounts can also be viewed on the Council’'s website here:

http://www.manchester.gov.uk/info/200110/budgets_and_spending/864/annual_stateme
nt_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
guestion the auditor. The availability of the Annual Statement of Accounts for inspection
was advertised on the Council’'s website on 30 June. 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 required 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

* approve the statement of accounts.

The City Treasurer's Responsibilities

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 Code.

The City Treasurer has also:

e kept proper accounting records which were up to date; and
+ 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 2016 and their income and expenditure for the year
ended 31 March 2016.

Carol Culley
City Treasurer
07 September 2016
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" Movement In Reserves Statement
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This statement shows the movement in the year on the different reserves held by the Council, analysed into "usable reserves" (i.e. those that can be applied to fund expenditure) and other reserves. The surplus or (deficit) on the Provision of Services line includes accounting adjustments for such

items as depreciation that would be a significant cost in a commercial organisation but which do not need to be funded by Council Tax. These are different from the statutory amounts required to be charged to the General Fund Balance and the Housing Revenue Account for council tax setting and
_dwnllinne rant eattinn nurnneae Tha Mat incraacs / Dacraaes hafare Trancfare tn Earmarkad Racaruac lina chowe tha etatidons Ganaral Fund Ralanca and Haosiging Revonue Account Ralaneca hninmAmI dienratinnans trancfare tn or from tha aarmarkad racanme undadakan by tha Canneil

Restated N Restated R d Restated Restated
General Earmarked Housing Earmarked Capital Capital Revaluation | Available’ Pensions Capital Deferred Financial Collection Short term Total Total
Fund GF Revenue HRA Receipts Grants Reserve for sale Reserve | Adjustment Capital Instruments Fund Compensated | Unusable Council
Balance Reserves Account Reserves Reserve Unapplied 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
Balance at 1 April 2014 (40,942)] - (219,964) (44,139) (34,374) (43,388) (47,269) (717,405) (1,798) 735,975| (1,273,579) (1,645) 3,415 36,300 5347| (1,213,390)| (1,650,776
Movement in reserves during 2014/15
(Surplus)./ deficit on provision of services 60,299 0 (25,714) ' 0 0 0 0 o] 0 0 34,585
Other comprehensive income and expenditure )
(Surplus) on revaluation of non-current assets 39a 0 0 0 0 0 0 0 (165,216) 0 0 0 0 0 0 (165,216) (165,216)
Impairment losses on non-current assets charged to the revaluation reserve 39a 0 0 0 0 0 0 0 8,357 "0 0 0 0 0 0 8,357 8,357
(Surplus) on revaluation of available for sale financial assets 39b, 39f 0 0 0 0 0 . O 0. 0 (13) 0 0 (63) 0 0 (76) (76)
Re-measurements of the net defined benefit liability 4 0 0 0 0 0 0 0 -0 0 244,478 0 0 0 0| 0 244,478 244,478
Total comprehensive income and expenditure 60,299 0 (25,714) 0 0| 0 - (156,859) (13) 244,478 0 0 (63) 0 0 87,543 122,128
Reversal of items debited or credited to the comprehensive income and expenditure statement 6 (173,123) 0 11,924 0 (50) (7,607) 0 0 83,937 92,230 0| (1,582) (6,292) 0 168,293 0
Insertion of items not debited or credited to the comprehensive income and expenditure statement 6 106,688 8,172 5,617 0 2,235 ol 0 o] (52,141) (70,247) 0 (324) 0 0 (122,712) 0
Other adjustments 6 53 171 0 0 3,260 -0 17,257 0 (20,372) (369) 0 0 0| (3,484) 0
Total adjustments between accounting basis and funding basis under regulations (66,382) 8,343 17,541 0 5,445 (7,607) 17,257 0 . 31,796 1,611 (369) (1,906) (6,292) 0 42,097 0
Net (increase) / decrease before transfers to earmarked reserves (6,083) 8,343 (8,173) 0 5,445 (7,607) {139,602) (13) 276,274 . 1,611 (369) (1,969) (6,292) 0 129,640 122,128
Transfers (to) / from earmarked reserves . 19,916 (20,436) 253 (253) 0 0 0 0 0 0 0 0 520 520 0
(Increase) / decrease in year 13,833 (12,093) (7,920) (253) 5,445 (7,607) (139,602) (13) 276,274 1,611 (369) (1,969) (6,292) 520 130,160 122,128
K 0,008
|Movement in reserves during 2015/16

(Surplus) / deficit on provision of services R 53,891 0 (17,808) 0 0 0 Of 0 0 0 0 0 0 0 36,083 ‘
Other comprehensive income and expenditure
(Surplus} on revaluation of non-current assets 39a 0 0 of . 0 0 0 -0 (39,936) 0 0 0 ¢] 0 0 (39,936) (39,936)
Impairment losses on non-current assets charged to the revaluation reserve - 39%a 0 0 0 0 (¢} 0 0 14,488 0 0 ¢ 0 0 0 14,488 14,488
(Surplus) on revaluation of available for sale financial assets 39b, 39f ‘0 0 0 0 0 0 0 0 (2,041)| 0 0 (18) o] 0 (2,059) (2,059)
Re-measurements of the net defined benefit liability ) 41 0 0 0 0 0 0 0 0 0 (256,162)] 0 0 0 0 -0 (256,162)]  (256,162)
Total comprehensive income and expenditure 53,891 0 (17,808) 0 0 0 {25,448) (2,041) (256,162) 0 1] (18) 0 0 (283,669) (247,586)
Reversal of items debited or credited to the comprehensive income and expendlture statement 6 (130,493)] (676) 18,028 0 0 29,194 0 .0 80,671 46,170 (218) (2,568) (44,946) 0 79,109 0
Insertion of items not debited or credited to the comprehens«ve income and expenditure statement 6 104,915 0 456 0 2,275 0 -0 0 (52,934) (54,383) 0 (329) 0 0 (107,646) 0
Other adjustments 6 (24) 0 0 0 (2,281) ol 18,015 0 (15,710) 0 0 0 0 2,305 0
Total adjustments between accounting basns and funding basis under regulahons {25,602) (676) 18,484 0 (6) 29,194 18,015 0 27,737 (23,923) (218) (2,897) (44,946) 0 (26,232) 0
Net (|ncrease) / decrease before transfers to earmarked reserves ' 28,289 (676) 676 0 (6) 29,194 (7,433) (2,041) (228,425) (23,923) (218) (2, 915) (44,946) . 0 (309,901)| . (247,586)
Transfers (to) / from earmarked reserves 38 (28,657) 28,136 218 (218) 0 0 0 0 0 0 0 521 521 0
(Increase) / decrease in year (368) 27,460 894 (218) (6) 29,194 (7,433) (2,041) (228,425) (23,923) {218) (2, 91 5) (44,946) 521 (309,380) (247,586)
Balance at 31 March 2016 (27,477) (204,597) (51,165) (34,845) (37,949) (25,682) (864,440) (3,852) 783,824{ (1,295,891) (2,232) (1,469) (14,938) 6,388| (1,392,610} (1,776,234)
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Balance Sheet

Manchester City Council Annual Statement of Accounts 2015/16

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.

Restated Restated
1 April 31 March 31 March
2014 2015 2016
£000s £000s Note £000s
Non-current assets
2,056,950 2,064,393 |Property, plant and equipment 18 2,086,537
431,191 510,240|Heritage assets 21 521,154
344,508 386,981 |Investment properties 27 387,118
1,121 629|Intangible non-current assets ' 485
131,024 131,088|Long-term investment in subsidiaries, assodiates and joint ventures 30 131,311
-2,579 2,608{Other long-term investments 30 4,241
137,449 149,644 (Long-term debtors 31 173,593
3,104,822 3,245,583|Total non-current assets 3,304,439
Current assets
738 616|Inventories and long-term contracts 912
148,001 120,695|Short-term debtors 31 110,906
34,585 124,272[Cash and cash equivalents 47 96,550
12,928 10,018|Short-term assets held for sale 23 6,152
0 555|Intangible current assets 32 569
196,252 256,156 | Total current assets 215,089
3,301,074 3,501,739|Total assets 3,519,528
’ Current liabilities
(9,217) (21,942)|Short-term borrowing 37 (32,234)
(139,684) (167,305)[Short-term creditors 33 (191,801)
(21,279) (21,296)|Short-term provisions 36 (21,490)
(8,561) (11,353)|Short-term deferred liabilities 35 (17,469)
(178,741) (221,896)| Total current liabilities (262,994)
3,122,333 3,279,843 Total assets less current liabilities 3,256,534
Long-term liabilities
(2,482) (2,831){Long-term creditors 33 (2,191)
(50,478) (61,012)|Long-term provisions 36 (44,530)
(512,182) (509,638) |Long-term borrowing 34 & 37 (501,785)
(162,816) (158,940) [Long-term deferred liabilities 35 (141,185)
(7,624) (6,525)|Capital grants receipts in advance (6,785)
(735,975) (1,012,249)|Pensions liability 4 (783,824)
(1,471,557) (1,751,195)|Total long-term liabilities (1,480,300)
1,650,776 1,528,648|Net assets 1,776,234
Financed by:
437,386 445,418|Usable reserves 38 383,624
1,213,390 1,083,230]{Unusable reserves 39 1,392,610
1,650,776 1,528,648|Total reserves 1,776,234

The Balance Sheet as at 1 April 2014 and 31 March 2015 has been restated to reflect the transfer of Bridgewater Hall from Investment Properties to Plant,

Property and Equipment. Its value at 1 April 2014 was £54.536m and at 31 March 2015 was £60.709m.

In the financial statements presented to Audit Committee in July this reclassification had been made during 2015/16.

These financial statements replace the unaudited financial statements presented at the Manchester City Council Audit Committee
on 14 July 2016.

arol Culley
City Treasurer

07 September 2016
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Cash Flow Statement

The Cash Flow Statement shows the reason for changes in the Council's cash balances (including investments for
periods of less than three months) during the year. It shows whether that change is due to operating activities, new
investment or financing activities (such as repayment of borrowing or other long term liabilities).

Restated
2014/15 2015/16
£000s Note £000s
34,585|Net deficit on the provision of services 36,083
Adjustments to net deficit on the provision of services for non-cash
(265,282)imovements 48 (161,014)
Adjustments for items included in the net deficit on the provision of
95,367 |services that are investing and financing activities 49 73,662
(135,330)|Net cash flows from operating activities (51,269)
58,165 |Investing activities 51 89,519
(12,522)|Financing Activities 52 (10,528)
(89,687)|Net (increase) / decrease in cash and cash equivalents 27,722
34,585|Cash and cash equivalents at the beginning of the reporting period 124,272
124,272|Cash and cash equivalents at the end of the reporting period 47 96,550

71




Manchester City Council Annual Statement of Accounts 2015/16

Notes to the Core Financial Statements

Note 1 Accounting Concepts and Policies

Note 2 Critical Accounting Judgements

Note 3 Key Sources of Estimation Uncertainty

Note 4 Impact of Accounting Changes that have been issued but not yet adopted
Note 5 Significant items warranting additional disclosure

Note 6 Adjustments between accounting and funding basis under regulations
Note 7 Segmental Reporting Analysis

Note 8 Long-Term Contracts

Note 9 Trading Operations

Note 10 National Health Services Act 2006 Pooled Funds

Note 11 Financing and investment income and expenditure

Note 12 Taxation and non-specific grant income

Note 13 Revenue grants credited to the Comprehensive Income and Expenditure Statement
Note 14 Members Allowances

Note 15 Officers' Emoluments and Senior Employees' Remuneration
Note 16 Exit Packages

Note 17 Audit Fees

Note 18 Property, Plant and Equipment

Note 19 Disposal of Assets

Note 20 Accounting for Local Government Schools

Note 21 Heritage Assets

Note 22 Valuation of Property, Plant and Equipment

Note 23 Assets Held for Sale

Note 24 Assets Recognised Under PFI and Similar Arrangements
Note 25 Assets Held as Lessee

Note 26 Assets Held as Lessor

Note 27 Investment Properties

Note 28 Capital Expenditure and Capital Financing
Note 29 Contracted Capital Commitments

Note 30 Investments

Note 31 Debtors and Payments in Advance

Note 32 Current Intangible Assets

Note 33 Creditors and Receipts in Advance

Note 34 Analysis of Long-term Borrowing

Note 35 Deferred Liabilities

Note 36 Provisions

Note 37 Financial Instruments

Note 38 Usable Reserves

Note 39 Unusable Reserves

Note 40 Dedicated Schools Grant

Note 41 Local Government Pension Scheme

Note 42 Teachers' Pension Scheme

Note 43 National Health Service Pension Scheme

Note 44 Contingent Assets and Liabilities

Note 45 Related Party Transactions

Note 46 Trust Funds

Note 47 Analysis of Cash and Cash Equivalents

Note 48 Cash Flow Statement - Adjustments to net deficit on the provision of services for non-cash
movements
Note 49 Cash Flow Statement - Adjustments for items included in the net deficit on the provision of

services that are investing and financing activities
Note 50 Cash Flow Statement - Operating Activities
Note 51 Cash Flow Statement - Investing Activities
Note 52 Cash Flow Statement - Financing Activities
Note 53 Events after the Balance Sheet Date
Note 54 Authorisation for Issue of the Statement of Accounts
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Note 1. Accounting Concepts and Policies

The Statement of Accounts summarises the Council’s transactions for the 2015/16
financial year and its position at the year end 31 March 2016. The Council is required to
prepare an Annual Statement of Accounts by the Accounts and Audit Regulations 2015
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 2015/16 (The Code) and the Service Reporting Code
of Practice 2015/16 (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 2003.

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 the Statement of Accounts is principally historical
cost, modified by the revaluation of certain categories of non-current assets and
financial instruments.

1.1. Underlying Assumptions
1.1.1 Going Concern

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

1.1.2 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 which have been applied when
compiling these accounts:

e Capital receipts from the disposal of property, plant and equipment are treated in
accordance with the provisions of the Local Government Act 2003.

e The Local Government Act 2003 requires the Council to set aside a minimum
revenue provision.

e 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.
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1.2. Accounting Policies
1.2.1 Property, Plant and Equipment (PPE)

Property, Plant and Equipment assets have physical substance and are held for use in
the provision of services, for rental to others or for administrative purposes and are
expected to be used 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 repairs and maintenance 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 £500,000 has been incurred during 2015/16, 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
borrowing costs incurred whilst the assets are under construction. The assets are then
revalued 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 current value, determined
as the value that would be paid for the asset in its existing use. Where sufficient market
evidence is not available, for example schools and leisure centres, current 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 value
less a specified notified percentage, known as the social housing discount.

Community assets and infrastructure are measured at depreciated historical cost.

Assets under construction are held at historical cost and are not depreciated until
brought into use.
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Surplus assets are valued at fair value based on the highest or best use of the asset
from a market participant’s perspective. These are assets that are not in use by the
Council but do not meet the definition of investment property or 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
current or 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 have a valuation date of 29 February 2015. 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 to recognise
unrealised gains. In exceptional circumstances where the increase is reversing a
previous loss 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 level, 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 Council 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
components have been valued separately in council dwellings — main building, roof,
windows, external doors, kitchens, bathrooms, heating and electrical systems.
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1.2.2 Depreciation on Property, Plant and Equipment

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. 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 separately based on its
estimated useful life.

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.

1.2.3 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
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
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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.

1.2.4 Private Finance Initiatives (PFIs) and Similar Contracts

PFI and similar contracts (service concessions) 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 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 PFI 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.

e 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.

e 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
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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 Adjustment Account.

e 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.

1.2.5 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 assets 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.
Where a valuation is not available and cannot be obtained at a cost which is
commensurate with the benefits to the users of the financial statements the assets are
not recognised on the balance sheet.

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 1.2.9). 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 1.2.3).
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1.2.6 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 or is held for sale.

Investment Properties are initially measured at cost. After initial recognition they are
measured at fair value - highest and best use. 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
Investment income line in the Other Comprehensive Income and Expenditure
Statement.

1.2.7 Schools

In accordance with the Code of Practice on Local Authority Accounting the Council has
assessed the legal framework underlying each school. The Council controls the non
current assets of community schools and foundation schools, vested with the governing
body as trustee, as future economic benefits associated with the assets will flow to the
Council and therefore the land and buildings of those schools are shown on the
Council's balance sheet. The land and buildings of voluntary aided, voluntary controlled
and foundation schools, where the trust is not the governing body 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.

Any schools held on the balance sheet, which are transferred to academy status form
part of the loss on disposal of non-current assets.

Capital expenditure on schools shown on the Council’s balance sheet is added to the
value of those schools. Capital expenditure on schools not on the Council’'s balance
sheet is 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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All revenue income, expenditure, assets and liabilities, after the removal of transactions
between schools and the Council, of maintained schools are included in the Council’s
single entity accounts.

Individual schools' balances at 31 March 2016 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.

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.

1.2.8 Intangible Assets

An intangible asset is an identifiable non-monetary asset without physical substance. It
is controlled by the Council as a result 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 carried 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.

1.2.9 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.qg. 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.

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.
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1.2.10 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.

Where capital expenditure is incurred through providing loans to organisations, and
where those loans are indemnified or have financial guarantees protecting against
loss, no MRP is charged in relation to the capital expenditure.

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 Sheet.

There is no MRP charge to the HRA.
1.2.11 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
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 it is
incurred. This is reversed out through the Movement in Reserves Statement and a
transfer made to the Capital Adjustment Account.
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Details of the accounting policy relating to grants and external contribution funding of
REFCUS expenditure is shown in policy 1.2.16c.

1.2.12 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 to a
joint venture) or because a buyer initiates the transaction (such as right to buy sales),
this test is not applicable. Where events 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.

1.2.13 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.

Provision is made for debts that are not considered to be collectable — referred to as
impairment of financial assets. 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.
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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.

1.2.14 Cash and Cash Equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable
without penalty on notice of no 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.

1.2.15 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 and a
reliable estimate can be made of the amount of the obligation but the timing of the
transfer is uncertain. Examples include a legal case that could result in a payment of
compensation.

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
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.

1.2.16 Government Grants and Contributions
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
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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 line 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.

c. 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
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.

1.2.17 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
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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.

1.2.18 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
completion 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.

1.2.19 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:

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

1.2.20 VAT

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

1.2.21 Leases

Leases are classified as either finance or operating leases based on the extent 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 current 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.

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.
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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 match 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.

1.2.22 Benefits Payable during Employment

Short-term employee benefits are those due to be settled within twelve 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.

1.2.23 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
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.
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1.2.24 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
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
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 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 Health 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.
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 earnings 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.
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The assets of the Greater Manchester Pension Fund attributable to the Council are
included in the Balance Sheet at their fair value:

e (uoted securities — current bid price

e unquoted securities — professional estimate

e unitised securities — current bid price

e 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 result of pension earned
by Council employees in the year) is charged to the net cost of services.

e 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 attributable 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.

e 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.

e 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:
e The return on plan assets excluding amounts included in net interest on the
defined benefit liability and
e actuarial gains and losses — changes in the net pension liability that arise
because events have not coincided with assumptions made at the last actuarial
valuation or because 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 to the pension fund
or directly to pensioners in the year, not the amount calculated according to the relevant
accounting standards. In the Movement in Reserves Statement, this means that there
are 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.
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Financial Instruments
1.2.25 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 payments) and unquoted equity investments at cost
less impairment. Financial assets are brought on to the Balance Sheet when the
Council becomes a party to contractual provisions.

e Loans and Receivables

Loans and receivables are recognised on the trade date, i.e. the date the Council
becomes committed to the loan and would not be able to avoid acquiring it without
breaking the contract, rather than the date the settlement takes place (if this is a later
date).

Loans and receivables are initially measured at fair value (the value at which they would
be exchanged between a billing buyer and seller) and subsequently 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). When the loans are made the amount of
interest forgone over the life of the loan 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.

e Available for Sale Assets

Available for sale assets are recognised on the trade date, i.e. the date the Council
becomes committed to the purchase and would not be able to avoid acquiring it without
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breaking the contract, rather than the date the settlement takes place (if this is a later
date).

Available for sale assets are initially measured and carried 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 Available 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.

e Unquoted Equity Investments at Cost less Impairment

Unquoted Equity Investments at Cost less Impairment are recognised on the trade date,
i.e. the date the Council becomes committed to the purchase and would not be able to
avoid acquiring it without breaking the contract, rather than the date the settlement
takes place (if this is a later date).

If there is no quoted market price for the asset, then a reliable valuation technique
should be applied. This could be a discounted cash flow analysis of dividends received
or a valuation of the Council’s share of the company. The inputs to the measurement
techniques are categorised into three levels —
o0 Level 1 inputs — quoted price in an active market for identical assets that the
Council can access at the balance sheet date
0 Level 2 inputs — inputs other than quoted prices included within level 1 that are
observable for the asset, either directly or indirectly
0 Level 3 inputs — unobservable inputs for the asset.

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.

1.2.26 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
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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.

1.2.27 Financial Liabilities

Financial liabilities (e.g. borrowings and creditors) are recognised when the other party
has met a commitment under the contract that creates an obligation for the Council to
transfer economic benefits. For instance, when the Council takes out a loan, the
advance of cash from the lender initiates the obligation to repay at some future date,
and the loan would be recognised as a liability on the Balance Sheet when the advance
is received.

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

For 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 (LOBO) 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.

Where the Council is in receipt of loans that are interest free or at less than prevailing
market interest rates if material, the effective interest rate is calculated so that the value
of the financial assistance to the Council by the lender is separated from the financial
cost of the transaction. This gain is calculated by working out the net present value of all
future cash payments using the interest rate for a similar loan taken by the Council. This
results in a lower figure for the fair value of the loan with the difference from the loan
received treated as a government grant. This gain is reversed out in the Movement in
Reserves Statement to the Financial Instruments Adjustment Account.

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
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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 to 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.

1.2.28 Carbon Reduction Commitment (CRC) Allowances

The Council is required to participate in the CRC Energy Efficiency Scheme. The
current phase of the scheme commenced in April 2014 and lasts until 31 March 2019.
The Council can either order or buy allowances at the start or end of the year in
government sales or if available on the secondary market. A forecast sale allows
participants to purchase allowances in April against predicted emissions i.e. carbon
dioxide produced as energy is used. These are valid for the current year and all
remaining years until the end of the phase. Alternatively allowances can be purchased
following the end of the financial year.

Allowances purchased at the start of the year are shown on the balance sheet as a
current intangible asset. Current year CRC responsibilities are recognised as an
expense (charged to services on the basis of energy consumption) and a liability
created for the surrender of the allowances to the CRC Registry. When the allowances
are surrendered in the October following the year end the current intangible asset will
be reduced by the allowances surrendered.

1.2.29 Contingent Assets and Liabilities

A contingent asset arises where an event has taken place that gives the Council a
possible asset whose existence will only be confirmed by the occurrence or otherwise of
uncertain future events not wholly within the control of the Council.

Contingent assets are not recognised in the Balance Sheet but disclosed in a note to
the accounts where it is probable that there will be an inflow of economic benefits or
service potential.
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A contingent liability arises where an event has taken place that gives the Council a
possible obligation whose existence will only be confirmed by the occurrence or
otherwise of uncertain future events not wholly within the control of the Council.
Contingent liabilities also arise in circumstances where a provision would otherwise be
made but either it is not probable that an outflow of resources will be required or the
amount of the obligation cannot be measured reliably.

Contingent liabilities are not recognised in the Balance Sheet but disclosed in a note to
the accounts.

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

Prior period adjustments may arise as a result of a change in accounting policies or to
correct a material error. Changes in 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.

1.2.31 Material Iltems 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.

1.2.32 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.g. 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.
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1.2.33 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, power or 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 those 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.

1.2.34 Joint Operations

Joint Operations are arrangements where the parties are bound by a contractual
arrangement, have joint control of the arrangement and have rights to the assets and
obligations for the liabilities relating to the arrangement. The Council recognises its
share of the assets, liabilities, income and expenditure of the joint operation in its single
entity accounts.

1.2.35 Local Taxation

The Council is a Council Tax billing 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 behalf 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 Council’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.

1.2.36 Fair Value Measurement
The Council measures some of its assets and liabilities at fair value at the balance
sheet date. Fair value is the price that would be received to sell an asset or paid to

transfer a liability at the measurement date. The fair value measurement assumes that
the transaction to sell the asset or transfer the liability takes place either:
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e In the principal market for the asset or liability or
e In the absence of a principal market, in the most advantageous market for the
asset or liability.

The Council uses valuers to provide a valuation of its assets and liabilities in line with
the highest and best use definition within the accounting standard. The highest and best
use of the asset or liability being valued is considered from the perspective of a market
participant.

Inputs to the valuation techniques in respect of the Council’s fair value of its assets and
liabilities are categorised within the fair value hierarchy as follows:

e Level 1 — quoted prices (unadjusted) in active markets for identical assets or
liability that the Council can access at the measurement date

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

e Level 3 —unobservable inputs for the asset or liability.

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 Schools Non-Current Assets
The Council has assessed the legal framework underlying each type of school.

Community schools property, plant and equipment are owned by the Council and
remain on the balance sheet as future economic benefits associated with the assets will
flow to the Council.

The plant, property and equipment of voluntary aided, voluntary controlled and
foundation schools are owned and controlled by the religious body or the trustees of the
schools and are therefore not shown on the balance sheet of the Council unless the
trustees are the governing body.

The Council does not control the schools’ property, plant and equipment owned by the
religious bodies or the trustees, there has been no past events which have transferred
the ownership or control of the property, plant and equipment to the Council and any
future benefits from the property, plant and equipment would be for the benefit of the
religious body or trustee and not the Council.
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An asset must be controlled by the Council for that asset to be recognised in the single
entity accounts. Usage of the asset does not demonstrate control in form or substance
without rights that are either legal or substantive.

The religious bodies or trustees own the assets, there has not been a reassignment of
those assets to the Council and the rights to the asset are still maintained by the
religious body or trustee. The religious bodies or trustees have a legal right to take back
these assets.

The religious bodies or trustees have provided a licence for the Council to use the asset
however these licenses are not provided in a written form. These licences do not create
control of the asset by the Council. The religious bodies or trustees assert their
continued control over the asset by permitting the asset to be used for precisely the
purpose that the school wishes by the objectives of the religious bodies or trustees
being the same as the governing bodies.

The religious bodies or trustees have decided that their asset is to be used as a school
and therefore continue to have the rights to the resources in the asset. The continued
agreement to permit the schools to use the asset means that the religious bodies or
trustees are perpetually reasserting their control and this has not been passed to the
school.

The right of termination of the arrangement at any time by the religious body or trustee
provides evidence that the risks and rewards of ownership of the asset have not
transferred to the Council.

Details of the value of schools land and building assets are shown in Note 20 to the
accounts.

2.2 PFl and Similar Arrangements

The Council is deemed to control the services provided via its PFl arrangements and
also to control the residual value of the assets at the end of the contract. The
accounting policy for PFIs and similar contracts has been applied to these
arrangements and the assets valued at £193.815m (£182.36m in 2014/15) are
recognised as Property, Plant and Equipment in the Council’'s Balance Sheet.

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.
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The IIR calculated is compared to the closing swap rate in the financial model to check
the reasonableness of the assumptions made.

2.3 Classification of Leases

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 £0.648m (£0.896m in
2014/15) are recognised as Property, Plant and Equipment in the Council’'s Balance
Sheet.

2.4 Arrangements Containing a Lease

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 nil (£0.848m in 2014/15) are recognised as Property, Plant and Equipment in the
Council’'s Balance Sheet.

2.5 Investment Properties

The Council has reviewed all assets in accordance with the accounting policy for
investment properties and as a result assets valued on that basic total £387.118m in
2015/16 (E447.69m in 2014/15) are classified as Investment Properties.

2.6 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):

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

e 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.
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e properties classified as non-operational have been valued on the basis of market
value for the highest or best use.

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 internal
council valuers Roger Hannah and Co and Jacobs, external valuers commissioned by
the Council with a valuation date of 29 February 2016. Jacobs provided indexation
factors for the percentage increase in value from the date of the last valuation to 31
March 2016 for each category of operational assets not valued in 2015/16. This did not
result in any amendment to the valuations in the accounts.

2.7 Valuation of Heritage Assets

The Code permits councils to measure community assets in the same way as heritage
assets. However 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
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. Where this information is not available, and cannot be obtained at a
cost which is commensurate with the benefits to users of the financial statements, the
assets are not recognised in the Balance Sheet. Items with a value of less than
£100,000 are excluded from the balance sheet.

As a result assets valued at £521.154m in 2015/16 (£510.24m in 2014/15) have been
classed as Heritage Assets.

2.8 Better Care Fund (BCF)

The Better Care Fund Pooled Budget arrangements commenced on 1 April 2015. The
Council is the host for the Manchester BCF. The accounting arrangements for the BCF
are dependant on whether the Council, as host, has control of the fund. The agreement
with the Manchester Clinical Commissioning Groups (CCG'’s) states that relevant
decisions have to have unanimous agreement, all members of the fund hold providers
to account for delivery of services and risks are borne in line with the agreement. The
Council’s view is that the BCF should be accounted for as a joint operation and as a
result accounts for its share of the funds assets, liabilities, expenditure and income.

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
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material are included in the group accounts. 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.

2.10 Association of Greater Manchester Authorities (AGMA)

The following the introduction of the Local Audit and Accountability Act 2014 joint
committees, including AGMA, are no longer required to prepare separate accounts.
AGMA is therefore classed as a joint operation and the Council should include its share
of AGMA'’s assets, liabilities, expenditure and income. Given the value of these items
the Council has chosen to continue to account for its contributions to AGMA as
previously. This does not have a material effect on the accounts.

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 2016 for which there is a risk of
adjustment in the following financial year are:

3.1 Revaluation of Property, Plant and Equipment (PPE)

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 to whether there is an indication of
impairment. This includes examination of capital expenditure incurred in the financial
year to ascertain whether or not it has resulted in an increase in value 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. It is estimated that the carrying value of
property, plant and equipment would increase by £16.007m for every 1% increase in
valuation.

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 assets 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
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annual depreciation charge would increase by £3.143m 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 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.

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 investments in
Manchester Mortgage Corporation, Manchester Working, National Car Parks
(Manchester) and One Education are shown as the value of the Council’s share of their
reserves based on its percentage shareholding. The remainder of the shares totalling
£1.376m 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
likelihood of each type of claim being settled. It is not certain that the precedents set in
previous years will be applicable to the current outstanding claims. An increase of 1% in
the estimate average settlement would have the effect of adding £0.112m to the
provision required. An increase of 1% in the likelihood of each claim being settled would
have the effect of adding £0.081m 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 percentage reductions in rateable values for hereditaments where there was
an outstanding appeal at 31 March 2016. The percentages used are based on
information from the VAO on the percentage reductions, per category of property and
type of appeal, to the valuation list following previously settled appeals. Appeals against
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hereditaments with a rateable value of over £2.5m have been considered separately
using any information available from VOA relating to these. This provision includes the
estimated impact on 2015/16 income of appeals anticipated to be lodged in future
years. An increase of 1% in the percentage reduction would have the effect of adding
£13.018m to the total provision required (Council’'s share £6.379m).

3.6 Arrears

At 31 March 2016 the Council had a balance of short term debtors of £209.869m. This
included sundry debtors of £139.164m (including housing benefit overpayments),
housing rent debtors of £7.433m, council tax debtors of £50.47m and business rates
debtors of £12.802m. A review of these outstanding balances suggests that an
impairment of doubtful debts of £98.966m (£44.413m sundry debtors, £5.065m housing
rents, £42.650m council tax and £6.838m 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 £1.666m
(£1.046m sundry debtors, £0.025m housing rents, £0.475m council tax and £0.120m
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 £312m, a one year increase in member life expectancy would result
in a £95m increase in the pension liability, a 0.5% increase in the salary increase rate
would result in a £82m increase in the pension liability and a 0.5% increase in the
assumed pension rate increase would result in a £227m increase in the pension liability.
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Note 4. Impact of Accounting Changes Issued 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
2015/16 Code.

The Code has introduced several changes in accounting policies which will be
required from 1 April 2016 and will therefore be valid for the 2016/17
accounts. The standards introduced by the 2016/17 Code are:

e Amendments to IAS 19 Employee Benefits (Defined Benefit Plans:
Employee Contributions)

e Annual Improvements to IFRSs 2010 — 2012 Cycle

¢ Amendment to IFRS 11 Joint Arrangements (Accounting for
Acquisitions of Interests in Joint Operations)

e Annual Improvements to IFRSs 2012 — 2014 Cycle

e Amendment to IAS 1 Presentation of Financial Statements (Disclosure
Initiative)

e The changes to the format of the Comprehensive Income and
Expenditure Statement, the Movement in Reserves Statement and the
introduction of the new Expenditure and Funding Analysis

e The changes to the format of the Pension Fund Account and the Net
Assets Statement

IAS 19 Employee Benefits, Defined Benefit Plans: Employee Contributions
— the amendments introduced by this standard are in line with the accounting
policies already used by local authorities for employee contributions.

Annual Improvements to IFRSs 2010 — 2012 Cycle — the impact on local
authority accounting and the changes proposed to the Code are listed below:

e [FRS2 Share Based Payments — not applicable to local authorities

¢ [FR3 Business Combinations — accounting for contingent consideration
in a business combination — unlikely to be applicable to Manchester

e |FRS 8 Operating Segments — this requires the disclosure of assets by
reportable segments (directorates) if they are reported as part of the
authorities management report. This is not the case for the Council.

e |FRS13 Fair Value Measurement of short-term receivables and
payables — unlikely to result in a significant change in value

e |AS16 Property, plant and equipment — this clarifies the treatment of
accumulated depreciation and impairment. The Code removes the
option not to eliminate this on revaluation. The Council has not
previously taken this option.

e |AS24 Related Party Disclosures — this clarifies that an entity that
provides key management services to an authority is a related party.
This could potentially result in additional related party disclosures.

e |AS38 Intangible Assets — this clarifies the treatment of accumulated
depreciation and impairment. The Code removes the option not to
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eliminate this on revaluation. The Council has not previously taken this
option.

The amendment to IFRS11 Joint Arrangements relates to when an authority
acquires an interest in a joint operation in which the activity of the joint
operation constitutes a business. In this case the Council shall account for this
using the principles on business combinations accounting in IFRS 3, and
other IFRSs. This applies to the acquisition of both the initial interest and
additional interests in a joint operation in which the activity of the joint
operation constitutes a business.

Annual Improvements to IFRSs 2012 — 2014 Cycle the impact on local
authority accounting and the changes proposed to the Code are listed below:

e |FRS5 Non- current Assets Held for Sale and Discontinued Operations
— this relates to when an entity reclassifies an asset from held for sale
to held for distribution. This does not apply to local authorities.

e |IFRSY7 Financial Instruments Disclosures — this clarifies that service
contracts constitute continuing involvement in transferred assets. This
is not considered to be a frequently occurring transaction in local
authorities.

e |IFRS7 Financial Instruments Disclosures — this relates to condensed
interim financial statements and does not apply to local authorities.

e |AS19 Employee Benefits — this amendment clarifies the requirement
to determine the discount rate in a regional market sharing the same
currency. This does not apply to local authorities.

e |AS34 Interim Reporting — this relates to disclosure of information in the
interim financial report and does not apply to local authorities.

Amendment to IAS 1 Presentation of Financial Statements (Disclosure
Initiative) relates to materiality which must not reduce understandability by:
obscuring key messages with immaterial information, or by aggregating
material items that have different natures or functions. Materiality should be
applied even when a standard says “at a minimum?”.

This amendment also contains guidance on disaggregation and subtotals and
the order of notes to the accounts as well as presentation of items in Other
Comprehensive Income and Expenditure in the Consolidated Income and
Expenditure Statement.

The format of the Comprehensive Income and Expenditure Statement and the
Movement in Reserves Statement change for 2016/17 together with the
introduction of the new Expenditure and Funding Analysis. In summary this —

e Removes the link between the Comprehensive Income and
Expenditure Statement (CIES) and the Service Reporting Code of
Practice (SeRCOP) service expenditure analysis. The Consolidated
Income and Expenditure Statement will therefore be completed on a
directorate basis.
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e Simplified Movement in Reserves Statement (MiRS)

e Removed need for segmental analysis note

e Introduces an Expenditure and Funding Analysis. This brings together
both the items that effect council tax and housing rents with the
technical accounting items by service and reconciles it to the CIES

Changes to the Pension Fund Accounts relate to the fair value disclosure of
pension fund investments and transaction costs disclosures.

CIPFA/LASAAC has agreed that the 2016/17 edition of this Code will adopt
the measurement requirements of the CIPFA Code of Practice on Transport
Infrastructure Assets, as amended in 2013, i.e. measurement on a
depreciated replacement cost basis rather than depreciated historical cost as
at present.

This will represent a change in accounting policy from 1 April 2016 and will be
accounted for retrospectively in accordance with the requirements of IAS 8
Accounting Policies, Changes in Accounting Estimates and Errors. The 2016/17
Code will include an adaptation to IAS 1 for the transition for the move to
measuring the Highways Network Asset at Depreciated Replacement Cost so
that there is no requirement to restate the preceding year information. The
change shall therefore be accounted for as an adjustment to opening balances as
at 1 April 2016.

This change to the Code will require the establishment of a separate asset,
the Highways Network Asset which will consist of roads, footways, cycleways,
street lighting and other assets that are directly associated with them.

It is currently estimated that the value of tangible non current assets on the
Council’s balance sheet will increase by approximately £5billion with a
corresponding increase in unusable reserves. Depreciation, relating to these
assets, charged to the Comprehensive Income and Expenditure Statement
will increase significantly resulting in a larger deficit on the provision of
services. This depreciation will be reversed via the Movement in Reserves
Statement to the Capital Adjustment Account.
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Note 5. Significant items warranting additional disclosure

The following items of material expenditure occurred during the year:

Impairment including downward revaluation and reversal of past impairment

a) Impairment of property plant and equipment and investment properties of £87,051,000
(£102,262,000 in 2014/15) has been included within net cost of services:

201415 2015/16
£000s £000s
Adult social care 562 589
Central services to the public 251 80
Education and children's services 43,315 26,851
Cultural and related services 5,781 4,256
Environmental and regulatory services 131 89
Planning services 668 389
Housing Services 46 26
Housing Revenue Account 19,022 9,349
Highways and transport services 1 0
Investment properties 20,408 12,971
Non-distributed costs 12,077 32,451
Total 102,262 87,051

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.
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Manchester City Council Annual Statement of Accounts 2015/16

The Council has seven PFl Schemes and one Service Concession as follows:

- Miles Platting, HRA (Housing) Services PFI Scheme

- Plymouth Grove, HRA (Housing) Services PFl Scheme

- Energy (Heating), HRA (Housing) Services PFI Scheme

- Temple Primary School, Education and Children's Services PFl Scheme

- Wright Robinson, Education and Children's Services PFI Scheme

- Street Lighting, Growth and Neighbourhoods PFI Scheme

- Brunswick, HRA (Housing) Services PFl Scheme -
Refuse Vehicles Service Concession

Each PFI 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) PFI Schemes

In each of the Housing PFI 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 PF| 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 to the prevailing state of the housing market, it was more logical to make a
payment to the contractor to represent the value of the land. A payment of £920,000 was made in
2010/11.

Education and Children's Services PFI Schemes

The School PFI Schemes oblige the contractor 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 Schemes 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.

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 PFI contract has been amended to include the
management and maintenance of the new facility.

Growth and Neighbourhoods PFl Scheme

The Street Lighting PFI Scheme specified that 41,698 street lights were certified to be replaced during
the Initiai 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.

Changes to the Street Lighting PF! contract are currently being negotiated. These relate to the
procurement and installation of low energy LED street lighting technology and a management system for
centralised control. The equipment is designed to deliver long term substainable benefits and revenue
savings, whilst providing high quality lighting to recognised statements. The latest estimate is that
deployment will start in October.

Refuse Vehicles Service Concession

The contract to provide refuse collection service to the Council stipulates that new vehicles will be
purchased by the contractor to provide these services. The nature of the contract means that it must be
classified under the IFRIC12 standard as a Service Concession and the vehicles capitalised on the
Council's balance sheet.
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Manchester City Council Annual Statement of Accounts 2015/16
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:

2014/15 2015/16 2015/16 2015/16
(Surplus) / Deficit * Turnover Expenditure (Surplus) / Deficit*
£000s £000s £000s £000s
Building maintenance 771 (2,008) 2,158 150
Highways maintenance (214) (12,806) 13,405 599
Schools and welfare catering 3,480 (15,356) 15,272 (84)
Other catering (1,565) (2,133) 1,370 (763)
Corporation estates (1,001) (6,784) 4,706 (2,078)
Industrial estates 0 (355) 577 222
Markets (1,749) (9,248) 8,258 (990)
Total (Surplus) / Deficit (278) (48,690) 45,746 (2,944)

* Included within the cost of all trading operations are costs that do not affect usable reserves such as depreciation, impairment and
IAS19 pension costs. Costs of any voluntary early retirements and severance are also included within the figures.
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Note 10. National Health Services Act 2006 Pooled Funds
Section 75 of the National Health Services Act 2006 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.
Better Care Fund
The Better Care Fund has been established by the Government to provide funds to local areas to support the integration of

health and social care. It is a requirement of the Better Care Fund that the three Manchester Clinical Commissioning Groups
(CCGs) and the Council establish a pooled fund from 1 April 2015 for this purpose.

2014/15 2015/16
£000s £000s

Funding

Manchester City Council 0 6,223

Manchester CCGs 0 37,638
Total Funding 0 43,861
Expenditure
New Delivery Models of Integrated Care 0 17,580
Protection of Adult Social Care 0 12,219
Reablement 0 5,000
Non Elective Risk Reserve 0 3,159
Care Act Responsibilities 0 1,451
Capital Expenditure 0 4,452
Total Expenditure 0 43,861
Overspend / (Underspend) | 0 0

There were no outstanding assets or liabilities at 31 March 2016 relating to the Better Care Fund.

The Council is the local Social Services Authority for Manchester within the meaning of the Local Authority Social Services Act
1970 and a commissioner and provider of health and social care services to people of all ages in Manchester. The aims and
benefits of the partners in entering into this agreement are to:

- give the Council and the three Manchester CCGs greater transparency and control over the use of funding to support local
integration of health and care services

- realise benefits from integration in terms of efficiencies in how services are delivered, reducing reactive unplanned health and
social care activity and improving long term health outcomes for people

- deliver reform of the local health and care system based on agreed strategic objectives for the Living Longer, Living Better
programme and national conditions for use of the Better Care Fund

- protect health and / or social care as relevant to the partners in so far as this delivers the Better Care Fund national conditions.

Further detail can be found in the report to the Manchester Health and Wellbeing Board dated 25 March 2015.

http://www.manchester.gov.uk/meetings/meeting/2262/health_and_wellbeing_board
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Note 11. Financing and Investment (Income) and Expenditure

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

Restated
2014/15 2015/16
£000s £000s
Interest payable on debt 23,936 23,745
Interest element of finance leases (lessee) 234 61
interest payable on PFi unitary payments 10,229 9,249
Net interest on the net defined benefit liability 31,628 32,188
Write back of concessionary loan interest 0 267
Investment interest income (12,298) (13,295)
Rentals received on investment properties (18,658) (19,281)
Expenses incurred on investment properties 2,354 2,718
Investment properties Impairment 20,408 12,971
Change in fair value of investment properties (50,564) (18,613)
Impairment of Shareholding 0 200
Dividends receivable (27,393) (36,495)
Gain) on trading accounts (not applicable to a service) (1,565) (763)
Total financing and investment income and expenditure (21,689) (7,048)
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Note 12. Taxation and non-specific grant income

The table below analyses the figure included in the taxation and non-specific grant income line of the Comprehensive Income

and Expenditure Statement.

2014/15 2015/16
£000s £000s
Council Tax Income 120,583 125,506
Business Rates Income 142,988 170,927
Business Rates Retention Top Ups 7,371 7,512
Business Rates Section 31 Grants 4,763 7,123
Enterprise Zone Relief Grant 867 894
Revenue Support Grant 191,305 138,358
Education Services Grant 7,106 5,686
New Homes Bonus Grant 8,951 10,265
New Homes Bonus return of top slice 544 521
Council Tax Freeze Grant 1,524 1,532
Housing Benefit and Council Tax Support Administration Grant 5,592 5,053
Contribution from Manchester Clinical Commissioning Groups 12,219 0
Private Finance Initiative Grant (General Fund) 6,580 6,580
Other Grants 3,505 3,981
Gain on concessionary interest loan 1,494 2,775
Capital Grants and contributions 74,931 36,744
Total taxation and non-specific grant income 590,323 523,457

a Council Tax Income has increased due to an increase in the Council Tax Base and an increased surplus in the Collection Fund

due to improved collection.

b Business Rates Income has increased as the contribution required for appeals made against rateable values is less than

anticipated resulting in a business rates collection fund surplus.

¢. Section 31 grants are paid by government to compensate authorities for loss of business rates income due to the extension of
small business rates relief and the measures announced in the Autumn Statement including capping the increase in business

rates to 2% and additional retail reliefs.

d. The government refunds the costs of business rate discounts awarded within the Airport City Enterprise Zone.

e. New homes bonus grant started in 2011/12 and is paid for six years therefore there is an additional years entitlement in

2015/16.

f. As the Council froze Council Tax in both 2014/15 and 2015/16 it was entitled to this grant which is calculated at 1% of the

protected council tax base.

g. The contributions from CCGs have been shown as a contribution from the Better Care Fund within net cost of services in

2015/16.

h. The Council has received interest free loans of £9.016m from the Homes and Communities Agency repayable in 2022,
£8.470m repayable in 2024 and £11.063m from HM Treasury repayable in 2028. This amount represents the saving to the

Council over the remaining length of the loans of them being interest free.
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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

Restated
2014/15 2015/16
£000s £000s

Dedicated Schools Grant 320,153 312,345
Pupil Premium 29,705 28,602
Housing and Councii Tax Support 276,670 267,415
Public Health Grant 44,134 50,418
Private Finance Initiative Grant (Housing Revenue Account) 23,600 23,603
Decent Homes Backlog Funding 10,484 0
Learning and Skills Council Grants 7,697 7,484
Asylum Seekers Grant 3,374 4,189
Universal Free School Meals Grant 2,388 4,627
Sixth Form Funding Grant 5,025 2,524
Troubled Families Grant 3,857 1,981
Welfare Reform Grant 3,249 0
Independent Living Fund 0 1,725
Youth Justice Board Grants 1,574 1,646
Higher Education Funding Council Grant 1,448 1,386
Other Home Office Grants 1,070 1,446
PE and Sports Grant 0 1,049
Other Grants 4,257 4,750
Total revenue grants credited to the Comprehensive

Income and Expenditure Statement 738,685 715,190

a. The DSG reduction is due to academy conversions as the DfE pay academies directly.
b. Pupil premium grant decrease is a result of an increase in the rate per pupil less reduction in the number of eligible pupils due

to academy transfers. :

¢. Public Health grant increased by £4.2m due to a correction of the baseline and £5.4m to reflect the transfer of function for 0-5
years Public Health from October 2016. In addition there was reduction of £3.3m due to an in year cut of 6.2%.

d. Decent homes backlog funding was credited to the Housing Revenue Account and then transferred to the Major Repairs
Reserve to fund capital works. This was not received in 2015/16.

e. Troubled Families Grant reduction is mainly due to a change in the mechanism for the calculation of the sustained success
payment.

Note 14. Members' Allowances

The total payments made for members' allowances and expenses are shown in the table below.

2014/15 2015/16
£000s £000s
Members' allowances 1,926 1,953
Members' expenses 7 4
Total 1,933 1,957
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Note 15. Officers' 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.

Manchester City Council Annual Statement of Accounts 2015/16

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.

Non schools based staff
The Council employs 6,975 non-schools based staff (7,482 in 2014/15). 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.

2014/15 2014/15 2014/15 2015/16 2015/16 2015/16
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 34 18 52 38 0 38
£55,000 - £59,999 21 12 33 27 0 27
£60,000 - £64,999 21 10 31 18 0 18
£65,000 - £69,999 9 7 16 15 0 15
£70,000 - £74,999 1 4 15 14 0 14
£75,000 - £79,999 2 4 6 3 0 3
£80,000 - £84,999 8 2 10 3 1 4
£85,000 - £89,999 7 0 7 6 0 6
£90,000 - £94,999 4 0 4 3 0 3
£95,000 - £99,999 1 1 2 2 0 2
£100,000 - £104,999 1 0 1 1 0 1

£105,000 - £109,999 0 0 0 0 0 0
£110,000 - £114,999 0 3 3 0 0 0
£115,000 - £119,999 1 0 1 0 0 0
£135,000 - £139,999 0 1 1 0 0 0
£140,000 - £144,999 0 0 0 1 0 1

120 62 182 131 1 132

Schools based staff

The Council employs 7,914 schools based staff (8,327 in 2014/15). 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.

2014/15 2014/15 2014/15 201516 2015/16 2015/16
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 65 0 65 67 0 67
£55,000 - £59,999 38 0 38 25 0 25
£60,000 - £64,999 18 0 18 23 0 23
£65,000 - £69,999 27 0 27 21 0 21
£70,000 - £74,999 13 0 13 14 0 14
£75,000 - £79,999 6 0 6 4 0 4
£80,000 - £84,999 6 0 6 3 0 3
£85,000 - £89,999 6 0 6 4 0 4
£90,000 - £94,999 0 0 0 3 0 3
£95,000 - £99,999 1 0 1 0 0 0
£100,000 - £104,999 1 0 1 1 0 1
£105,000 - £109,999 1 0 1 1 0 1
£110,000 - £114,999 0 0 0 2 0 2
182 0 182 168 0 168
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Note 16. Exit Packages

Manchester City Council Annual Statement of Accounts 2015/16

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 response to the need to reduce the Council's
expenditure following the Finance Settlement published in December 2014.

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 2014/15 and 2015/16.

2014/15 2014/15 2015/16 2015/16
Number of Staff | Total Cost of Exit| Number of Staff | Total Cost of
Departures Packages Departures Exit Packages
Agreed Agreed
£000s £000s

£0 - £19,999 213 2,467 25 238
£20,000 - £39,999 104 2,914 2 64
£40,000 - £59,999 53 2,569 2 93
£60,000 - £79,999 10 677 0 0
£80,000 - £99,999 2 186 2 180

382 8,813 31 575
Note 17. Audit Fees
The following amount of fees have been incurred for work carried out by the external auditors:

2014/15 2015/16
£000s £000s
Fees payable to Grant Thornton with regard to external audit 248 166
services carried out by the appointed auditor
Fees payable to Grant Thornton for the certification of grant 18 12
claims
Fees payable to Grant Thornton for services relating to other 9 8
returns
275 186

The 2014/15 figure includes a refund of £28,000 from the Audit Commission.

The 2015/16 figure includes a refund of £41,000 from Public Sector Audit Appointments.
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Manchester City Council Annual Statement of Accounts 2015/16

Note 19. Disposal of Assets

The note below shows the value of assets disposed of and the gain and loss on the disposal.

2014/15 2015/16
£000s £000s
Disposals of Assets
Held for Sale - Council dwellings (right to buy) 2,769 4,093
Held for Sale - Other 5,301 23,908
Other Disposais inciuding iransiers io academies 79,631 15,789
87,701 43,790

The schools that transferred to academies in 2015/16 were Newall Green Primary and Old Hall Drive Primary.

(Gains) and Losses on Disposal of Non-current Assets

2014/15 2015/16
£000s £000s
HRA assets (5,432) (3,455)
Removal of schools transferring to academy status from the balance sheet 74,319 7,147
Other non-HRA assets (854) 3,262
68,033 6,954
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Note 20. Accounting for Local Government Schools

The Council has the following maintained schools:

Community Voluntary Voluntary | Foundation
Controlled Aided
Number of schools, excluding PFI schools 64 14 44 2
Value of Land and Buildings at 31 March 2016 £313,436,000 N/A N/A N/A
Value of Land and Buildings at 31 March 2015 £352,941,000 N/A N/A N/A

Number of schools subject to PFI contracts 1 0 0 1
Value of Land and Buildings at 31 March 2016 £5,256,000 N/A N/A £35,889,000
Value of Land and Buildings at 31 March 2015 £5,960,000 N/A N/A £39,418,000

Non Cuirent assets

The treatment of land and buildings for each type of school is based on the legal framework underlying each type of school. The Council controls
the non current assets of community schools and foundation schools that are vested with the governing body and therefore the land and buildings of
those schools are shown on the Council's balance sheet. The land and buildings of voluntary aided, voluntary controlled and foundation schools
that are vested with an external trust 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.

In the table above one of the two foundation schools, is shown on the balance sheet as the governing body is the trustee. The value of land and
buildings shown in the table is therefore for one school only.

Capital expenditure on community and foundation schools vested with the governing body schools is added to the balances for those schools as
reported in property, plant and equipment (note 18). Capital expenditure on voluntary aided, voluntary controlled and foundation schools vested with
an external trust is treated as REFCUS (Revenue Expenditure Funded from Capital under Statute) expenditure and written off each year to the
Comprehensive Income and Expenditure Statement within the Education and Children's services line.

Revenue Funding

Dedicated Schools Grant (DSG) is a ring-fenced government grant used to fund the running costs of schools and is credited to the Comprehensive
Income and Expenditure Statement within gross income on the Education and Children’s Services line based on amounts due from the Department
for Education. 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 schools apart from academies, are included in the balance sheet of the Council within usable
reserves (note 38).

Included within the Council's Comprehensive Income and Expenditure Statement and Balance Sheet are the following amounts relating to each
category of school.

Community Voluntary Voluntary | Foundation Total
Controlled Aided
£000s £000s £000s £000s £000s
Opening schools reserves 17,955 2,245 5,078 3,028 28,306
Funding, including DSG 169,562 25,438 90,974 15,482 301,456
Net expenditure incurred by schools (169,703) (24,746) (88,839) (17,692) (300,980)
Closing schools reserves 17,814 2,937 7,213 818 28,782

PFl Schemes

The Council has two schools subject to PFI contracts. The buildings are shown on the Council's balance sheet with the related liability.
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Note 21. Heritage Assets

Movements on heritage assets during 2015/16 were as follows:

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 2015 502,975 2,959 619 3,462 225 510,240
Revaluations 7,860 0 0 0 0 7,860
Reclassifications 0 0 0 0 3,054 3,054
Balance at 31 March 201§ 510,835 2,559 619 3,462 3,273 521,154
Movements on heritage assets during 2014/15 were as follows:
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 2014 423,926 2,959 619 3,462 225 431,191
Revaluations 79,298 0 0 o] 0 79,298
Impairment (reversals) recognised in the Revaluation
Reserve (249) 0 0 0 0 (249)
Balance at 31 March 2015 502,975 2,959 619 3,462 225 510,240

a) Heritage Assets Nature and Scale of Assets Held

Manchester City Galleries (MCG) currently holds around 46,000 objects in trust on behalf of the People of Manchester. The collection
comprises of approximately 13,600 items of fine art, 10,200 items of decorative art, and 22,200 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 some paintings from

the MCG collection) are displayed throughout the Town Hall in appropriate public spaces, selected offices and meeting rooms.

Further details can be found in the following documents:

Heritage Asset Strategy May 2011

Resource and Governance Overview and Scrutiny Committee 17 November 2011 — Heritage Assets Report
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b) Heritage Asset Management and Preservation

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 Curator: 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 method 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 access 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
deteriorating.

Further details can be found in the following documents:

Manchester City Galleries Constitution

Manchester City Galleries Procedures Manual 2016

Manchester City Galleries Collections Development Policy 2014-2017
Manchester City Galleries Loans Policy 2010

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

Manchester City Galleries Collection Information Policy 2012

Fine Art Works and Civic Plate, Lord Mayors Regalia, Model of HMS Manchester, Town Hall Sculptures, Furniture
Management of the collection 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 database. Viewing of the items is via a combination of both public display and
prior arrangement access with Town Hall staff.

ftems in the collection are stored and displayed in a manner which will aid their preservation. Specialised cleaning is performed as and
when necessary.

¢) Heritage 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 amount 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 nominal value can be attributed to a particular individual asset.

Over the course of the year the valuations of works which are due to go out on loan are checked and amended if necessary. Valuations
are also updated on an incidental basis if a curator becomes aware that a particular work may have increased or decreased in value.
Changes in value during 2015/16 amounted to £7.9m.

Civic Plate / Lord Mayors Regalia / Model of HMS Manchester
These items 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 monuments, 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.
The value of Victoria Baths has been transferred to heritage status in recognition of the nature of this historical asset.

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.
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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 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

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

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

- assets under construction are held at historic cost until brought into use.

- surplus assets have been valued on the basis of market value for the highest or best use

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 18 67
Adult Education Facilities 8 13
Car Parks 20 24
Children's Home / Family Centres 13 43
Day Centres / Luncheon Clubs 8 47
Galleries 34 59
Depots 14 55
Housing Offices 9 34
Leisure Centres / Sports Facilities 4 60
Libraries 5 59
Markets 15 20
Offices 15 59
Park Buildings 2 52
Schools 4 60
Youth Clubs / Children's Centres / Nurseries 7 55
BMX / Skate / Bike Facilities 18 25
Cemeteries and Crematoria 16 31
Vehicles, Plant, Furniture and Equipment 1 20
Infrastructure Assets 44 49
Surplus Assets 3 42
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Council dwellings are valued annually. All other assets, with the exception of those valued at historic 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 internal Council valuers and Roger Hannah and Co and
Jacobs, external valuers commissioned by the Council with a valuation date of 29 February 2016. Jacobs have provided indexation
factors for the percentage increase in value from the date of the last valuation to 31 March 2016 for each category of asset. This did not
result in any amendment to the valuations in the accounts.

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
econormic or functional obsoiescence of the asset in respect of its current use. Where a rentai vaiue 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 2015/16 were carried out, as part of the Council's normal
revaluation process. As a result of these inspections the Council recognised revaluations of PPE in the revaluation reserve of
£32,374,000 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 £72,080,000 in relation to PPE being charged to the
Comprehensive Income and Expenditure Statement.

The following table lists the date of revaluation for each valuation group.

Asset Type Year of Revaluation
Leisure Centres 2015/2016
Buildings within parks 2015/2016
Libraries 2015/2016
Markets 2015/2016
Cemeteries and Crematoria 2011/2012
Depots 2011/2012
Car Parks 2015/2016
Day centres, luncheon clubs, resource centres 2015/2016
Schools 2015/2016
Youth clubs, children's centres, nurseries 2015/2016
Offices 2014/2015
Council dwellings 2015/2016
Housing area offices 2012/2013
Adult Education premises 2013/2014
Investment Properties 2015/2016
Art Galleries 2014/2015

Surplus Assets
Fair Value Hierarchy

Details of the Council's surplus properties and information about the fair value hierarchy as at 31 March 2016 is as follows:

£000
Quoted price in active market Level 1 32,471
Other significant inputs Level 2 1,557
Significant unobservable inputs Level 3 63,102
97,130

All surplus property has been valued in accordance with [FRS13 under the fair value hierarchy. The fair value measurement requires
the valuer to determine:

the highest and best use of the asset and whether it is used in combination with other assets or on a stand alone basis
what is legally, physically and financially feasible
tiTe market i whiciran orderiy franisaction wouid take piace for ifie asset
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the appropriate valuation technique to use maximising the use of relevant observable inputs (market data such as market rents and
yields or actual information about transactions such as lease details or covenant strength) and minimising observable inputs (these are
inputs where market data is not available and are developed using the best information available about the assumptions market
participants would use when pricing the asset such as comparable land or property values. Where such evidence is not available the
use of sales values and cost of development to produce a residual value has been used).

The Council’s surplus properties have been assessed at a mixture of Levels 2 and 3 for valuation purposes, see the Accounting Policies
Note for an explanation of fair value levels. The fair value of surplus assets has been measured using the market valuation technique
and has taken account of the following factors - market evidence of capital values, location, size and layout. As the future use of these
assets is yet to be determined, the current use cannot be assumed to be highest and best, however in estimating the fair value of
surplus properties, the highest and best use of the properties has been adopted in accordance with the Code.

There have been no transfers between levels of fair value hierarchy in 2015/16.

Reconciliation of Fair Value Measurements Categorised within Level 3 of the Fair Value Hierarchy

£000

Balance at 1 April 2015 47,262
Transfers into surplus assets ; 12,304
Total (losses) included in deficit on provision of services resulting from
changes in the fair value (14,140)
Total gains included in other comprehensive income and expenditure 12,581

58,007
Additions 5,149
Depreciation (54)
Balance at 31 March 2016 63,102

Total gains / (losses included in deficit on provision of services resulting from changes in the fair value are shown within non-distributed
costs in the Comprehensive Income and Expenditure Statement.
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Note 23. Assets Held For Sale

Assets are categorised as held for sale when an asset is available for immediate sale in its
present condition, the sale is highly probable, it is being actively marketed (if applicable) and the
sale is expected to be within one year of classification as 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 12,928
Movement in 2014/15

Reclassifications 5,129
Disposals (8,070)
Revaluations 31
Net book value carried forward as at 31 March 2015 10,018
Movement in 2015/16

Reclassifications 16,385
Additions 10,048
Disposals (28,001)
Revaluations (2,298)
Net book value carried forward as at 31 March 2016 6,152
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Note 25. Assets Held as Lessee

Operating Leases

The Council has obtained the right to use vehicles, printers and multi-functional devices by entering into operating leases, with

lives of five years.

The Council 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 2015 31 March 2016

£000s £000s
Not later than one year 3,652 3,429
Later than one year and not later than five years 12,997 12,510
Later than five years 38,821 35,877
55,470 51,816

Lease payments made:
2014/15 2015/16

£000s £000s
Minimum lease payments 4,394 3,764
Sub lease payments (receivable) (448) (448)
3,946 3,316

The total of future minimum sub lease payments expected to be received under non-cancellable leases as at 31 March was:

31 March 2015 31 March 2016
£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 963 515
3,203 2,755

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

was:
2014/15 2015/16
£000s £000s
Adult Social Care 194 188
Central Services to the Public 2 2
Children's and Education Services 196 153
Cultural and Related Services 1,624 1,373
Environmental and Regulatory Services 963 816
Planning Services 1,131 953
Highways, Road and Transport Services 198 238
Housing Services 79 37
Public Health 7 4
Total minimum lease payments 4,394 3,764

Finance Leases

The Council has acquired a number of 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 2015

31 March 2016

£000s £000s
Land and buildings 429 429
Vehicles, plant and equipment 1,315 219
1,744 648

The reduction for vehicles, plant and equipment relates to the write out of an embedded lease relating to refuse collection

vehicles.
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The Council 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 2015 31 March 2016
£000s £000s
Finance lease liability
current 879 147
non-current 766 476
Finance costs payable in future years 298 71
1,943 6§94

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

31 March 2015 31 March 2016
£000s £000s
Not later than one year 1,064 182
Later than one year and not later than five years 533 92
Later than five years 420 402
Total minimum lease payments 2,017 676

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

31 March 2015

31 March 2016

£000s £000s
Not later than one year 879 147
Later than one year and not later than five years 438 74
Later than five years 402 420
Total finance lease liability 1,719 641

The minimum lease payments 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 2014/15 or 2015/16.

The Council has sub-let a number of properties held under these finance leases. At 31 March 2016 the minimum payments
expected to be received under non-cancellable sub leases was £45,933 (£45,983 at 31 March 2015).
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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 429 2,438 2,867
Movement in 2014/15
Additions 0 69 69
Transfers of Assets upon Expiry of Lease - Gross Asset Cost 0 (342) (342)
Transfers of Assets upon Expiry of Lease - Accumulated
Depreciation 0 342 342
Depreciation 0 (1,192) (1,192
Net book value carried forward as at 31 March 2015 429 1,315 1,744
Gross Book Value as at 31 March 2015 429 7,346 7,775
Accumulated Depreciation as at 31 March 2015 0 (6,031) (6,031)
Net book value carried forward as at 31 March 2015 429 1,315 1,744
Vehicles, plant
Land and building | and equipment Total
£000s £000s £000s

Net book value brought forward 429 1,315 1,744
Movement in 2015/16
Transfers of Assets upon Expiry of Lease - Gross Asset Cost 0 (1,539) (1,539)
Transfers of Assets upon Expiry of Lease - Accumulated
Depreciation 0 1,539 1,539
Disposals - Gross Asset 0 (4,008) (4,008)
Disposals - Accumulated Depreciation 0 3,159 3,159
Depreciation 0 (247) (247)
Net book value carried forward as at 31 March 2016 429 219 648
Gross Book Value as at 31 March 2016 429 1,799 2,228
Accumulated Depreciation as at 31 March 2016 0 (1,580) (1,580)
Net book value carried forward as at 31 March 2016 429 219 648

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 2015

31 March 2016

£000s £000s
Not later than one year 8,448 7,850
Later than one year and not later than five years 29,923 27,498
Later than five years 657,840 641,431
Total minimum lease payments 696,211 676,779

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.
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Note 27. Investment Properties

The value of income generating investment properties classed as operating leases is £372,521,000 (£373,494,000 in
2014/15). The balance of investment properties are held for capital appreciation purposes.

These assets are classed as investment properties because they are held to solely earn 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 2014/15 or 2015/16.

2014/15 2015/16
£000s £000s
Rental income from investment property (18,658) (19,281)
Direct operating expenses arising from investment property 2,354 2,718
Net gain (16,304) (16,563)
The following table summarises the movement in the fair value of investment properties:
Investment
Properties
Restated
£000s
Net book value brought forward as at 1 April 2014 344,508
Movement in 2014/15
Expenditure 4,966
Reclassifications ' 7,350
Revaluations 50,564
Impairments (including downward revaluations) (20,407)
Net book value carried forward as at 31 March 2015 386,981
Movement in 2015/16
Expenditure 7,603
Reclassifications (9,760)
Revaluations 18,613
Disposals (3,348)
Impairments (including downward revaluations) (12,971)
Net book value carried forward as at 31 March 2016 387,118

Fair Value Hierarchy

All properties within the Council's investment portfolio have been value assessed as Level 2 on the fair value hierarchy for
valuation purposes (accounting policy 1.2.36 provides an explanation of the fair value levels).

Valuation Techniques Used to Determine Level 2 Fair Values for Investment Properties

The fair value of investment property has been measured using a market approach, which takes into account quoted market
prices for similar assets in active markets, existing lease terms and rentals, research into market evidence including market
rentals and yields, covenant strength for existing tenants and data and market knowledge gained in managing the Council's
investment asset portfolio. Market conditions are such that similar properties are actively purchased and sold and the level of
observable inputs are significant, leading to the properties being categorised as level 2 on the fair value hierarchy.

There has been no change in the valuation techniques used during the year for investment propeities.

Highest and Best Use

In estimating the fair value of the Council's investment properties, the highest and best use is their current use.

Valuers

The investment properties were valued in accordance with the methodologies and bases for estimation set out in the
professional standards of the Royal Institution of Chartered Surveyors (RICS) by Jacobs, external valuers employed by the
Council.
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Note 28. Capital Expenditure and Capital Financing

2014/15 2015/16
£000s £000s
Opening Capital Financing Requirement 1,059,125 1,061,047
Expenditure
Property, plant and equipment 141,807 134,537
Investment properties 4,966 7,603
Assets held for sale 0 10,048
Revenue expenditure funded from capital under statute* 43,995 68,476
Long term debtors 1,709 25,897
192,477 246,561
Assets acquired under finance lease / PFl arrangements 7,492 13,703
Funding Resources
Revenue contributions 40,874 25,932
Capital Receipts 24,722 38,624
Major Repairs Allowance 24,241 25,231
Government grants 62,290 80,268
External contributions 18,366 26,243
Minimum Revenue Provision 27,5654 26,510
198,047 217,808
Closing Capital Financing Requirement 1,061,047 1,103,503
HRA 221,440 232,198
Non HRA 839,607 871,305
Closing Capital Financing Requirement 1,061,047 1,103,503
Explanation of Movement in Year
Minimum Revenue Provision (27,554) (26,510)
Increase in underlying need to borrow 21,984 55,263
Assets acquired under finance lease / PFl arrangements 7,492 13,703
1,922 42,456

* 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 sheet (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 for the enhancement of assets were as foliows:

31 March 31 March

2015 2016

£000s £000s
Housing 4,456 9,197
Education 9,946 19,944
Leisure Centres 7,266 0
Beswick Community Hub 10,019 0
St Peter's Square 1,656 0
Belle Vue Sports Village 8,795 0
The Factory 0 7,498
Waste Contract 0 5,546
Other services 349 38
42,487 42,223

There are no contracted capital commitments related to the acquisition of property, plant and equipment.
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Note 30. Investments

The Council has the following long-term investments:

31 March 31 March
2015 2016
£000s £000s
Investments in organisations included in the group statements
Manchester Airports 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 6,131 6,149
Investments in associates and joint ventures not included in the group
statements
National Car Parks (Manchester) Ltd Share Capital 1,103 1,308
Eastlands Development Company Limited 1,300 1,300
131,088 131,311
Other long-term investments 2,608 4,241
Total other long-term investments 2,608 4,241
Total Long-Term Investments 133,696 135,552

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

The investment in Eastlands Development Company Ltd is shown at cost. The investments in National Car Parks (Manchester) Ltd
and Manchester Mortgage Corporation are shown at cost less impairment and are the value of the Council's proportion 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 2014/15 and 2015/16. These figures show

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

Council's share of Manchester Airports Holdings Ltd 2014115 2015/16
£000s £000s

Total current assets as at 31 March 30,921 27,903

Total long term assets as at 31 March 1,140,544 1,137,349

Total current liabilities as at 31 March 77,958 79,591

Total income 262,132 276,474

Total expenditure 237,779 235,046
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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.

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 debt is shown below:

31 March 31 March
2015 2016
£000s £000s
Short term debtors and payments in advance
Debtors classed as Financial Instruments
Government departments 7,609 8,387
Other local authorities 14,485 18,923|a
NHS bodies 12,959 1,849|b
Public corporations 9 0
Housing rents 8,992 7,433
All other bodies (external to government) 92,288 94,372
136,342 130,964
Impairment of Debt
Housing rents (6,643) (5,065)
Other (38,924) (44,413)
90,775 81,487
Debtors not classed as Financial Instruments
HM Revenue and Customs 6,950 7,778
Government departments payments in advance 9 6
Council tax 49,030 50,470
Business rates 11,126 12,802
All other bodies (external to government) payments in advance 9,887 7,849
Impairment of Debt
Council tax (41,028) (42,650)
Business rates (6,054) (6,838)
Total 120,695 110,906

a. The increase in local authority debtors relates to capital contributions due from Transport for Greater Manchester and levy savings
as a result of the business rate pool.

b. The reduction in NHS bodies debtors is as a result of the 2015/16 contribution from the Manchester CCGs being paid earlier than
in 2014/15.

Within debtors and payments in advance the amount outstanding for over 30 days that is not impaired is £33.3m. This includes
business rates debtors £6.1m, council tax debtors £7.9m and housing benefit overpayment debtors of £6.3m.
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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 less than twelve months has been reclassified as short-term debt.

31 March 31 March
2015 2016
£000s £000s

Amounts falling due after one year
Debtors classed as Financial Instruments
Mortgages

Housing Revenue Account 52 11|(a)

General Fund 81 42|(a)
Manchester Airports Hoidings Ltd 83,168 83,168|(b)
Destination Manchester Ltd / Manchester Central Ltd 20,907 20,157|(c)
Ex GMC debt 142 118|(d)
Private Sector Housing Loans 8,573 11,039((e)
Equity Mortgages 2,978 3,282|(f)
Eon Reality 2,200 2,200](g)
Bluethorn Developments Ltd / Blueindale Ltd 3,738 0l(h)
Greater Manchester Loans Fund 2,312 4,223|(i)
Matrix Homes 0 6,733](j)
Biffa Municipal 0 2,630 (k)
LQ Developments 0 5,452|(l)
WB Developments 0 12,891{(m)
Other 2,774 2,480i(n)

126,925 154,425

Debtors not classed as Financial Instruments
PF| prepayments 22,719 19,168|(0)
Total 149,644 173,593

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 loan was renegotiated during 2009/10 and 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 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 derivatives (see note 39¢) or soft loans. The amount
relating to embedded derivatives 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.

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

g - This debtor relates to loans made to the company.
h - This debtor relates to a loan made to the company in 2013/14 which was repaid during 2015/16.
i - This debtor relates to loans made to the fund and includes accrued long term interest.

j - This debtor relates to a technical loan for the grant of long term leases to Matrix Homes and includes accrued long term interest.

k - This debtor relates to a loan made to the company to purchase equipment to provide services to the Council.
| - This debtor relates to a development loan made from Housing Investment Fund monies.

m - This debtor relates to a development loan made from Housing Investment Fund monies.

n - This debtor relates to loans made to the other organisations.

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

Note 32. Current Intangible Assets

Current intangible assets relate to Carbon Reduction Commitment (CRC) allowances purchased against future emissions. These will
be surrendered to the CRC Registry in 2016/17.
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Note 33. 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.

31 March 31 March
2015 2016
£000s £000s

Short Term Creditors and Receipts in Advance
Creditors classed as Financial Instruments
Govermnment deparimenis 38,414 66,482
Other local authorities 10,729 15,608
NHS bodies 5,402 2,049
Public corporations 65 49
Financial institutions 1,152 2,115
Housing rents 2,271 1,496
Other bodies (external to government) 79,958 73,342

137,991 161,141
Creditors not classed as Financial Instruments
Government departments receipts in advance 5,272 6,573
Other local authorities receipts in advance 150 301
NHS bodies receipts in advance 57 16
Financial institutions receipts in advance 1 0
Other bodies (external to government) receipts in advance 2,946 1,958
HM Revenue and Customs 8,395 8,099
Council tax 5,404 5,783
Business rates 7,089 7,930
Total 167,305 191,801

o

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. The increase in local authority creditors relates to the Police and Crime Commissioner and Fire Authority’s net share of balance
sheet items relating to council tax. As this is classed as an agency arrangement a net creditor position is shown.

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

2015 2016

£000s £000s
Amounts falling due after one year
Creditors classed as Financial instruments
Equity mortgages - share of proceeds 1,088 1,116
Other 350 69

1,438 1,185

Creditors not classed as Financial Instruments
Rental deposits 1,393 1,006
Total 2,831 2,191
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Note 34. Analysis of Long-term Borrowing

a. To Balance Sheet Date

The table below shows the outstanding long-term borrowing at 31 March:

Manchester City Council Annual Statement of Accounts 2015/16

31 March Range of Interest Rates Payable Average 31 March
2015 from to Interest 2016
£000s % % % £000s
Analysis of loans by type
Market Loans 496,252 4.1400 9.0000 4.8462 469,153
Government Debt 5,292 0.0000 0.0000 0.0000 24,546
Stocks 8,094 3.0000 4.0000 3.3672 8,086
Total Outstanding 509,638 501,785
Analysis of loans by maturity
1-2 years 22,202 9,160
2-5 years 59,838 48,276
5-10 years 18,959 24,943
after 10 years 408,639 419,406
509,638 501,785

In 2014/15 the Market Loans included interest free loans of £6.786m from the Homes and Communities Agency. This funding
has been reclassified as Government Debt within this note. The carrying amount of this loan is £5.292m after the effect of it
being interest free is accounted for. Further loans from the Homes and Communities Agency and the Treasury are shown

within this category in 2015/16.

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
2015 from to Interest 2016
£000s % % % £000s
Analysis of loans by type
Market Loans 1,306,377 4.1400 9.0000 4.8462 1,256,572
Government Debt 5,292 0.0000 0.0000 0.0000 24,546
Stocks 17,299 3.0000 4.0000 3.3672 17,011
Total Outstanding 1,328,968 1,298,129
Analysis of loans by maturity
1-2 years 44,903 31,550
2-5 years 122,062 106,108
5-10 years 108,456 113,789
after 10 years 1,053,547 1,046,682
1,328,968 1,298,129
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Note 35. Deferred Liabilities

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

Short Term|Long Term
31 March | Repaid Additions Write Down | 31 March | 31 March | 31 March

2015 in year in year on disposal 2016 2016 2016
£000s £000s £000s £000s £000s £000s £000s
Ex GMC debt 15,948 (1,941) 0 0 14,007 2,044 11,963
Finance leases 1,719 (248) 0 (848) 623 147 476
Private Finance Initiatives 152,626 (22,257) 10,758 0 141,127 15,001 126,126
Service Concession 0 (48) 2,945 0 2,897 277 2,620
170,293 (24,494) 13,703 (848) 158,654 17,469] 141,185

Note 36. Provisions

Provisions are established to meet liabilities or losses which are likely or certain to be incurred, but the amounts or timings are uncertain.
These have been split between short term (amounts owed in less than 12 months) and long term (amounts owed in more than 12 months)
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
2015 in year in year in year in year 2016 2016 2016
£000s £000s £000s £000s £000s £000s £000s £000s
Compensation provisions 12,569 0 (3,911) 3,494 (991) 11,161 4,418 6,743
Insurance provision (including
HRA) 3,423 0 (866) 2,803 (122) 5,238 2,151 3,087
Voluntary early retirement /
severance provision 559 0 (559) 0 0 0 0 0
Provision for business rate
appeals 64,138 0 (18,241) 2,171 0 48,068 13,670 34,398
Various other provisions 1,619 0 (272) 515 (309) 1,553 1,251 302
82,308 0 (23,849) 8,983 (1,422) 66,020 21,490 44,530

a - The compensation provisions have been set up to compensate claimants for claims received by the Council as at 31 March 2016.
These claims will be paid as the amount of compensation 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 includes amounts in relation to Municipal Mutual Insurance. In January 1994, the Council's then insurer,
Municipal Mutual insurance (MMI) made a Scheme of Arrangement with its creditors. Under this scheme, claims are initially paid out in
full, but if the eventual winding up of the company results in insufficient assets to meet all liabilities, a clawback clause will be triggered,
which could affect claims already paid.

On 13 November 2012, the directors of MMI triggered the Scheme of Arrangement. This was because solvent run off could not be
foreseen and there was no alternative to insolvent liquidation.

A Levy Notice was issued on 1 January 2014 by the Scheme Administrator at a rate of 15% on established scheme liabilities exceeding
£50,000 in aggregate. A further levy notice was issued on 1 April 2016 stating that the levy should now be set at 25%.

The rate of Levy may be adjusted by the Scheme Administrator if, following a review of the financial position of MM, he determines that
the rate requires to be increased or decreased. Any such adjustment would be applied to the carried forward gross payments at that time.

A further 20% levy has been provided at 31 March 2016, based on the advice of the Actuary, 10% of which will become due in May 2016.

Based on the most recent insurance data, £3.107m claims had already been paid with outstanding claims of £1.909m for which a
provision of £1.279m has been made at 31 March 2016.

Greater Manchester Council's (GMC) former insurer was also MMI. Based upon the most recent valuation £10.771m of claims to GMC
had already been paid with outstanding claims estimated at £0.161m.

GMC ceased to exist on 31 March 1986 and any residual liabilities are shared between the ten local authorities within Greater Manchester
based on the population estimated by the Registrar General on the 30 June which falls twenty one months before the beginning of the
financial year in which any sum recoverable falls. Manchester's share of this liability is presently 18.95%. Based on this share the Council
has made a provision of £0.451m at 31 March 2016.

¢ - The voluntary early retirement / severance provision was set up to fund voluntary early retirement and severance payments that were
accepted by the individual after 31 March 2015.
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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 settlement value 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 lists. The provision includes an
amount for known national issues relating to appeals that have been agreed for other councils and will have a knock on effect for the
Council as well as unlodged appeals estimated to be received in 2016/17 that would backdate to 1 April 2015. Settled appeals will be
charged to the provision once determined by the VOA. It is anticipated that the majority of these appeals will be resolved 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 settiement by the VOA. This
provision has been determined on the assumption that current outstanding appeals will be settled in line with previous experience.
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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 Loans 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. In 2015/16 the average net rate of interest paid and received was 5.98% (5.45% in 2014/15).

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

Financial Instruments Balances

Long-Term Current Total
31 March 31 March 31 March 31 March 31 March 31 March

2015 2016 2015 2016 2015 2016

£000s £000s £000s £000s £000s £000s
Financial Liabilities at Amortised Cost:
Borrowings 509,638 501,785 21,942 32,234 531,580 534,019
Deferred Liabilities 158,940 141,185 11,353 17,469 170,293 158,654
Creditors 1,438 1,185 137,991 161,141 139,429 162,326
Total Financial Liabilities 670,016 644,155 171,286 210,844 841,302 854,999
Loans and receivables 126,925 154,425 215,047 178,037 341,972 332,462
Available for sale assets 2,608 11,623 0 0 2,608 11,623
Unquoted equity investment at cost less impairment 8,809 1,376 0 0 8,809 1,376
Total Financial Assets 138,342 167,424 215,047 178,037 353,389 345,461

Available for sale assets are valued using level 1 of the fair value hierarchy - unadjusted quoted prices in active markets for identical shares.

The unquoted equity investment at cost less impairment consists of shareholding in companies that are not quoted on the stock exchange and
are not shown within the Council's group accounts. Investments in companies within the Council's group accounts are not classed as financial

instruments.

Fair Value of Assets and Liabilities Carried at Amortised Cost

Carrying Amount Fair Value
Restated Restated
31 March 31 March 31 March 31 March
2015 2016 2015 2016
Liabilities £000s £000s £000s £000s
Market debt 518,140 501,333 650,521 645,194
Government debt 5,292 24,546 5,888 20,259
Stocks 8,148 8,140 8,560 10,564
Total Borrowings 531,580 534,019 664,969 676,017
Ex GMC debt 15,948 14,007 15,948 14,007
PFl and finance lease liabilities 154,345 144,647 127,766 202,201
Trade creditors 139,429 162,326 139,429 162,326
Total Financial Liabilities 841,302 854,999 948,112 1,054,551
Carrying Amount Fair Value
31 March 31 March 31 March 31 March
2015 2016 2015 2016

Assets £000s £000s £000s £000s
Cash and cash equivalents 124,272 96,550 124,272 96,550
Trade debtors 217,700 235,912 217,700 235,912
Total Loans and Receivables 341,972 332,462 341,972 332,462

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 Statement 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 difference.

Fair value is the price that would be received to sell an asset or paid to transfer a liability at the measurement date in the principal market for the

asset or liability or in the absence of a principal market, the most advantageous market.
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The fair values for market and Government debt were determined by reference to new loan rates on the Gilt market as at the balance sheet date
as there is no active market for similar assets at this time and include accrued interest as this provides a sound approximation for the fair value

for these instruments (level 2). By way of comparison, if the fair values were calculated with reference to PWLB redemption rules and prevailing

PWLB redemption rates, they would be £22,011,000 for Government debt and £793,530,000 for market debt.

The fair value of the PFI liabilities have been calculated with reference to new PWLB loan rates.

Financial
Liabilities
2015/16 Financial Assets 2015/16
Measured at Fair Value
Amortised Loans and |Available for| through the
Cost Receivables | Sale Assets 1&E Total
£000s £000s £000s £000s £000s
Losses on Derecognition 0 0 0 0 0
Impairment of shareholding 0 200 0 0 200
Interest Payable and Similar Charges 33,055 200 0 0 33,2565
Interest Income 0 13,295 0 0 13,295
(Loss) on Derecognition 0 0 2 0 (2)
Interest and Investment Income 0 13,295 (2) 0 13,293

Nature and extent of risk arising from Financial Instruments and the management of those risks
Key Risks
The Council's activities 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 movements.

Overall Procedures for Risk

Ihe Council's overall risk management procedures tocus on the unpredictability of tinancial markets and implementing restrictions to mimnimise
these risks.

The procedures 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 to fixed and variable rates.
- Its maximum and minimum exposures in the maturity structure of its debts.
- lts 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 Government Guidance.

These are required to be reported and approved annually betore 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 Members.

The annual Treasury Management Strategy was approved by Council on 6 March 2015 and subsequently amended on 15 July 2015. The
strategy is availabie on the Council's website.

Credit Risk

UITEUIL TISK dHSES 1TUNT UBPUSIES Wl DAIIKS Al il HHancliad NSULULIUIS, a5 Well &5 Cledit EXPUSUIES LU LHE VUUTICH S CUSLUTHETS. 1S HSK IS IHidiiaged
through the Annual Investment Strategy which was approved by full Council on 6 March 2015 and subsequently amended on 15 July 2015, This
strategy 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 investments 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 or Equivalent AA/AA- £15 million
Fitch or Equivalent A+/A £15 million
Fitch or Equivalent A- £10 million
Fitch or Equivalent BBB+ £10 million
Other

Debt Management Office £200 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 sufficient for each category of investment, will be adhered to at all times. Since the 2009/10 financial year, in response to the
continuing economic uncertainty 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 of 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 - Ali credit ratings will be monitored on a continual basis and reviewed weekly. The Council is alerted by Capita Asset Service, its external
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 will be withdrawn immediately.

C - If a counter party/investment scheme is upgraded so that it fulfils the Council’s criteria, the City Treasurer will have the discretion to include it
on the lending list.

The trade debtor amount is £285,389,000 and the estimated exposure to default is £49,478,000.
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
markets for access to longer term funds. The Council is also required to provide a balanced budget through the Local Government Finance Act
1992, which ensures sufficient monies are raised to cover annual expenditure. There is therefore 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 when it is needed.

Refinancing and Maturity Risk

The Council maintains a significant debt and investment portfolio. Whilst the cash flow procedures listed above are considered against the
refinancing risk procedures, longer term risk to 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 longer term financial assets.

The approved prudential indicator limits for the maturity structure of debt and the limits placed on investments piaced 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 profile through either new borrowing or the rescheduling of the existing debt; and monitoring 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 investments
provide stability of maturities and returns in relation to the longer term cash flow needs.

The Council has £411,825,000 lender option borrower option (LOBO) loans. 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 certainty 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

I'he Councll 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 rates 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 rise.

- 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 Statement will rise.

- investments 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

=T

investments will be posted tc the Comprehensive Income and Expenditure Statement and effect the General Fund Balance.

I'he Council has a number ot strategies tor managing interest rate risk. |he Annual | reasury 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 management
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 economic circumstances make it favourable, fixed rate investments may be taken for longer periods to secure better
fong-term returns. Similarly the drawing of longer term fixed rate borrowing would be postponed.

The Council 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 the 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 £220,575,000@ 1%) = £2,206,000.
Price Risk

The Council, excluding the pension fund, does not generally invest in equity shares but does have shareholdings at a cost of £135,552,000 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 to price movements by diversifying its portfolio. Instead it only 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.

Foreign Exchange risk

The Council has no 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 38. Usable Reserves

The Council maintains a number of reserves on the Balance Sheet. Some 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 future spending

plans.

Movements on the Council's usable reserves were as follows:

Transfers | Transfers Transfers
31 March | between to from 31 March |Note
2015 reserves | reserves reserves 2016
£000s £000s £000s £000s £000s

a) Reserves Held for Capital Purposes
Capital Receipts Reserve 37,943 0 35,905 (35,899) 37,949a(1)
Major Repairs Reserve 6,747 0 20,393 (25,231) 1,909]a(2)
Capital Grants Unapplied Reserve 54,876 0 77,316 (106,510) 25,682{a(3)
Total Reserves Held for Capital Purposes 99,566 0] 133,614 (167,640) 65,540
Reserves Held for Revenue Purposes
b) Schools Reserves
Local Management of Schools Reserve 31,606 0 0 (2,824) 28,782(b(1)
Total reserves held for schools 31,606 0 0 (2,824) 28,782
c) Statutory Reserves
Bus Lane Enforcement Reserve 2,167 0 1,359 (1,490) 2,036|c(1)
On-street Parking Reserve 2,633 0 6,188 (5,582) 3,239|c(2)
Ancoats Square Reserve 1,921 0 0 0 1,921|c(3)
Cutting Room Square Ext Ancoats Reserve 1,050 0 0 0 1,050{c(4)
Other smaller reserves under £1m 1,176 69 82 (44) 1,283
Total Statutory Reserves 8,947 69 7,629 (7,116) 9,529
d) Reserves held for PFis
Public Lighting PFI Reserve 1,892 0 16 (1,313) 595(d(1)
Temple School PFI Reserve 628 0 13 0 641|d(2)
Wright Robinson Sports College PFI Reserve 695 0 39 0 734(d(3)
Total Reserves held for PFis 3,215 0 68 (1,313) 1,970
e) Small specific reserves
Home Loans Reserve 107 0 5 0 112[e(1)
Climate Innovation Fund Reserve 789 0 159 (395) 553je(2)
Other smaller reserves under £1m 1,266 469 237 (672) 1,300
Total small specific reserves 2,162 469 401 (1,067) 1,965
f) Reserves held to smooth risk / assurance
Insurance Fund Reserve 18,907 0 0 (1,426) 17,481|f(1)
Children's Services Reserve 208 (150) 10 (22) 46|f(2)
Historic Abuse Reserve 5,563 0 0 0 5,563|f(3)
Pension Contribution Reserve 410 0 75 0 485(f(4)
Manchester International Festival Reserve 1,500 0 0 0 1,500}(5)
Adult Social Care Reserve 0 0 2,000 0 2,000¢f(6)
Transformation Reserve 8,148 0 908 (332) 8,724{{(7)
Community Care Reserve 467 0 0 (467) 0[f(8)
Stepping stones Reserve 850 (850) 0 0 0[f(9)
Airport Dividend Reserve 11,000 0 20,787 (9,000) 22,787(f(10)
Other smaller reserves under £1m 1,663 (692) 246 (393) 824
Total reserves held to smooth risk / assurance 48,716 (1,692) 24,026 (11,640) 59,410
g) Business Rates Reserves
Business Rates Safety Net Reserve 27,247 0 0 (27,247) 0lg(1)
Business Rates Reserve 5,604 0 3,113 0 8,7171g(2)
Total Business Rates Reserves 32,851 0 3,113 (27,247) 8,717
h) Revenue reserves held to support capital schemes
Capital Fund Reserve 29,030 5,415 8,105 (4,833) 37,717|h(1)
Town Hall Reserve 1,922 (1,771) 0 (151) 0[h(2)
Service Improvement Fund Reserve 384 0 0 (163) 221|h(3)
English Institute of Sport Reserve 5,471 0 3,518 (1,917) 7,072|h(4)
Housing Regeneration Reserve 15,000 0 0 0 15,000{h(5)
Other smaller reserves under £1m 2 0 0 0 2
Total revenue reserves held to support capital schemes 51,809 3,644 11,623 (7,064) 60,012
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required accountancy treatment)

Transfers | Transfers Transfers
31 March | between to from 31 March

2015 reserves | reserves reserves 2016

£000s £000s £000s £000s £000s
i) Reserves held for economic growth and public sector reform
SoccerEx Reserve 1,185 0 0 (395) 790}i
Troubled Families Reserve 2,105 0 0 (406) 1,699
Clean and Green Places Reserve 12,111 0 0 (5,183) 6,928
Children and Families Investment Reserve 14,094 0 0 (6,713) 7,381
Other smaller reserves under £1m 60 280 794 (66) 1,068
Total reserves held for economic growth and public 29,555 280 794 (12,763) 17,866
j) Grants and contributions used to meet commitments over more than one year (shown as reserves due to the

Note

i(1)

English Partnership Reserve 2,034 0 0 (132) 1,902
Department of Health Reserve 3,395 0 0 (3,087) 308
Dedicated Schools Grant Reserve 2,833 0 265 (2,830) 268
Other Grants and Contributions Reserve 2,611 0 425 0 3,036
Better Care Fund Reserve 4,881 0 3,200 (646) 7,435
Welfare Reform Grant Reserve 2,613 (2,491) 0 (122) 0
Other smaller reserves under £1m 4,829 (279) 453 (1,606) 3,397
Total grants and contributions used to meet 23,196 (2,770) 4,343 (8,423) 16,346]
commitments over more than one year
Total earmarked revenue reserves 232,057 0 51,997 (79,457)] 204,597
k) General Fund Reserve
General Fund Reserve 27,109 0 368 0 27,477
Total all general fund reserves 259,166 0 52,365 (79,457)] 232,074
1) Housing Revenue Account Reserve
Housing Revenue Account Reserve 86,686 0 0 (676) 86,010
Total All Usable Reserves 445,418 0 185,979 (247,773)| 383,624
a(1) - Capital Receipts Reserve
Proceeds of non-current assets sales available to meet future capital investment.

201415 | 2015/16

£000s £000s

Balance at 1 April 43,388 37,943
Capital receipts received in year 21,512 35,905
Paid to housing national pool (2,235) (2,275)
Applied to fund capital expenditure (24,722)|  (33,624)
Balance at 31 March 37,943 37,949
a(2) - Major Repairs Reserve
Resources available to meet capital investment in council housing.

2014/15 | 2015/16

£000s £000s

Balance at 1 April 7,310 6,747
HRA depreciation 11,033 11,989
Financing of capital expenditure on council dwellings (24,241)| (25,231)
Decent homes backlog funding 10,645 0
Transfer from the HRA 2,000 8,404
Balance at 31 March 6,747 1,909
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a(3) - Capital Grants Unapplied Reserve
Capital grants and contributions available to meet future capital expenditure.

2014/15 | 2015/16
£000s £000s

Balance at 1 April 47,269 54,876
Grants received in year 89,287 77,716
Prior Year Grants recognised - now treated as Receipts in

Advance (354) 0
Prior Year Grants recognised - now treated as Revenue

Grants (670) (400)
Transferred to Capital Adjustment Account: General Grants

and Contributions (67,324)] (65,938)

Transferred to Capital Adjustment Account: Revenue
Expenditure Funded from Capital Under Statute (REFCUS)
Grants and Contributions (18,332)] (40,572

Balance at 31 March 54,876 25,682

b(1)
c(1)

(2

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.

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 improvements.

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.

Commuted sum received from the Homes and Communities Agency to fund maintenance in future years.

Commuted sum received from the Homes and Communities Agency for cleaning and maintenance of the public realm
area over a 25 year period.

The Public Lighting PFI Reserve has been established to fund future expenditure on the scheme.

The Temple School PFI Reserve has been established to fund future expenditure on the scheme.

The Wright Robinson Sports College PFI Reserve has been established to fund future expenditure on the scheme.

Resources available to meet future needs of mortgage accounts.

To support the investment model on Green Deal for Manchester and schemes which contribute towards carbon
reduction.

The Insurance Fund has been established to fund risks that are self-insured.

The Children's Services Reserve was established to fund future liabilities relating to Children's Services.

The Historic Abuse Reserve was set up to meet future potential compensation claims.

The Pension Contribution Reserve was set up to fund future additional pension costs.

The Manchester international Festival Reserve was established 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.

The Adult Social Care Reserve has been established to support risks facing this budget in 2017/18

The Transformation Reserve has been set up to fund future service transformation costs.

The Community Care Reserve was set up to meet future potential care costs.

The Stepping Stones Reserve was set up to meet future potential liabilities.

The Airport Dividend Reserve relates to an interim airport dividend for 2014/15 which equated to £11m for the Council
and an additional £20.787m received in 2015/16. The approved 2015/16 Budget included proposals to use £9m to
support the budget in 2015/16 and £2m in 2016/17 and the approved 2016/17 budget included proposals to use the
£20.787m in 2016/17.

The Business Rates Safety Net Reserve was set up to hold the Safety Net receipt relating to 2013/14 and has been
used to fund the Collection Fund Deficit relating to Business Rates.

The Business Rates Reserve was set up to hold additional Section 31 Business Rates Grants and is to be used to fund
future liabilities relating to Business Rates.

The Capital Fund was established to fund revenue contributions to major capital schemes.

The Town Hall Reserve was established to contribute towards the refurbishment of the Town Hall Extension and
Central Library.

The Service Improvement Fund was established to fund improvements in Council services.

The English Institute of Sport Reserve holds monies received in relation to the City of Manchester Stadium and is to be
used to fund future developments at Sportscity.

The Housing Regeneration Reserve has been set up to develop private sector housing.

The SoccerEx Reserve will be used to fund future the SoccerEx Global Conventions.
The Troubled Families Reserve will support the scaling up of community budgets.

The Clean and Green Reserve was funded from a dividend received from Manchester Airports Holdings Ltd and is
being used to support green initiatives.

The Children and Families Investment Reserve was established with the aim to support more families into sustainable
employment and reduce the numbers of looked after children

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
grants to reserves to meet future spending commitments.

Resources available to meet future running costs for non-HRA services.

Resources available to meet future running costs for council housing.
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Note 39. Unusable Reserves

The balances on the Council's unusable reserves were as follows:

Restated
31 March 31 March
2015 2016
Unusable Reserve £000s £000s
Revaluation Reserve 857,007 864,440
Available for Sale Financial Instruments Reserve 1,811 3,852
Pensions Reserve (1,012,249) (783,824)
Capital Adjustment Account 1,271,969 1,295,891
Deferred Capital Receipts Reserve 2,014 2,232
Financiai instruments Adjustment Account (1,446) 1,469
Collection Fund Adjustment Account (30,008) 14,938
Short-term Accumulated Absences Account (5,867) (6,388
1,083,230 1,392,610

a - Revaluation Reserve

The revaluation reserve represents the level of revaluation gains net of impairments charged on the Council's non-current assets from 1

April 2007 onwards.

Note

SaQ 0 00 oo
-
=

Restated
2014/15 2015/16
£000s £000s
Balance at 1 April 717,405 857,007
Revaluations relating to property, plant and equipment 86,135 32,374
Revaluations relating to other non-PPE assets 79,081 7,562
Revaluation gain depreciation (7,321) (7,670)
Impairment not charged to CIES (8,357) (14,488)
Disposals Transferred to Capital Adjustment Account (9,936) (10,345)
Balance at 31 March 857,007 864,440
b - Available for Sale Financial Instruments Reserve
Store of gains on revaluation of investments not yet realised through sales.
2014/15 201516
£000s £000s
Balance at 1 April 1,798 1,811
Increase in Financial Instruments Market Value 66 2,181
(Decrease) in Financial Instruments Market Value 0 (138)
Realised (Loss) on Sale (53) (2)
Balance at 31 March 1,811 3,852
¢ - Pensions Reserve
Minus reserve to match pensions I1AS19 liability in the balance sheet.
2014/15 2015/16
£000s £000s
Balance at 1 April (735,975) (1,012,249)
Net Movement in Year (276,274) 228,425
Balance at 31 March (1,012,249) (783,824)
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d - Capital Adjustment Account (CAA)

The Capital Adjustment Account includes the timing differences arising from the different arrangements for accounting for the
consumption of non-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 reconciling postings from the Revaluation
Reserve to convert current 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 Property, Plant and Equipment before 1 April 2007, the date that the
Revaluation Reserve was created to hold such gains.

Restated
2014/15 2015/16
£000s £000s

Balance at 1 April 1,273,579 1,271,969
Repayment of ex GMC debt 1,811 1,941
Minimum revenue provision 27,554 26,510
Reversal of PFI charges to HRA 12,680 16,034
Capital grants and contributions 80,656 106,510
Revenue contributions used 40,874 25,932
Investment property revaluations 50,564 18,614
Revaluation gain depreciation 7,321 7,670
Disposals transferred from revaluation reserve 9,936 10,334
Depreciation (45,675) (49,782)
Major Repairs Allowance 24,241 25,231
Capital Receipts Used 24,722 33,624
Other Disposals (87,700) (43,790)
Write down of intangible assets (491) (144)
Write down of long-term debtors (1,852) (5,344)
(Loss) / Gain on repayment of housing loan 6 (279)
Write down of revenue expenditure funded from capital under (43,995) (68,474)
statute

Impairment of non-current assets (102,262) (87,050)
Capital Bad Debt provision 0 (300)
Operational property to investment revaluation reserve transfer 0 11
Matrix Homes asset disposals to long-term debtors 0 5,826
Embedded lease disposal - write down of deferred liability 0 848
Balance at 31 March 1,271,969 1,295,891

e - Deferred Capital Receipts Reserve

The Deferred Capital Receipts 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 settlement 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 by cash receipts. When the
deferred cash settlement takes place, amounts are transferred to the Capital Receipts Reserve.

Historic Mortgages
These are historic mortgages 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 to 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 property before this time. There is also 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 each year in line with the Land Registry House Pricing Index.

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 property 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
2015 Issued Repayments Adjustments 2016
£000s £000s £000s £000s £000s
Historic Morigages 103 0 (51) 0 52
Equity Mortgages 2,113 0 (99) 152 2,166
Equity Loans (202) 0 0 216 14
Total Deferred Capital Receipts 2,014 0 (150) 368 2,232

f - Financial Instruments Adjustment Account

Balancing account to allow for differences in statutory requirements and proper accounting practices for borrowings and investments.

2014/15 2015/16
£000s £000s
Balance at 1 April (3,415) (1,446)
Soft loans in year movements 88 60
Adjustment for interest free loans 1,494 2,508
Premium and discounts 324 329
Investment revaiuations 63 18
Balance at 31 March (1,446) 1,469

f (@) The Council has received interest free loans from the Homes and Communities Agency of £8.016m repayable in 2022, £8.47m
repayable in 2024 and £11.063m from HM Treasury repayable in 2028. This amount represents the saving to the Council over the
remaining length of the loan of them being interest free.

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 2014/15 2015/16
£000s £000s
Balance at 1 April 4,489 6,083
Movement in Year 1,594 3,168
Balance at 31 March 6,083 9,251
Business Rates 2014/15 2015/16
£000s £000s
Balance at 1 April (40,789) (36,091)
Movement in Year 4,698 41,778
Balance at 31 March (36,091) 5,687
Total 2014/15 2015/16
£000s £000s
Balance at 1 April (36,300) (30,008)
Movement in Year 6,292 44,946
Balance at 31 March (30,008) 14,938
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h - Short-term Accumulated Absences Account

The Short-term Accumulated Absences Account absorbs the differences that would otherwise arise on the general fund batance from
accruing for compensated absences earned but not taken in the year e.g. annual leave entitlement 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.

201415 2015/16
£000s £000s
Balance at 1 April (5,347) (5,867)
Movement in Year (520) (521)
Balance at 31 March (5,867) (6,388)

Note 40. Dedicated Schools Grant

The Council's expenditure on schools 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 2015/16 are as follows:

Individual
Central Schools
Expenditure Budget Total

£000s £000s £000s
Final DSG for 2015/16 before academy recoupment N 455,070
Academy figure recouped for 2015/16 142,725
Total DSG after academy recoupment 312,345
Brought forward from 2014/15 2,833
Carry forward to 2016/17 (agreed in advance) Ly 0
Agreed initial budgeted distribution in 2015/16 293,666 315,178
In year adjustments 0 0
Final budgeted distribution for 2015/16 293,666 315,178
Less actual central expenditure |
Less actual ISB deployed to schools
Plus Local Authority contribution for 2015/16
Carry forward to 2016/17 (agreed in advance)

The original budget for the Central Expenditure includes the following which are transferred to schools during

the year:

- provisions for funding for Special Education Needs
- increases in pupil numbers
- contingencies within schools.
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Note 41. Local Government Pension Schemes

As part of the terms and conditions of employment of its officers and other employees, the Council offers retirement benefits. Although these benefits
will not actually be payable until employees retire, the Council 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 Pension 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 to the Greater Manchester Pension Scheme to the Pension Fund
Management Panel, the Pension Fund Advisory Panel, Pension Fund Working Groups and the Executive Director of Pensions. The Pension Fund
Management Panel is the key 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 Public Service Pensions Act 2013 received Royal Assent on 25 April 2013. As a result benefits earned from 1 April 2014 are based on career
average revalued earnings.

There are risks and uncertainties associated with whatever assumptions are adopted. The Accounting Standard requires the assumptions to be
determined on a best estimate basis. However the assumptions are in effect projections of future investment retums and demographic experience many
years into the future and there is inevitably a great deal of uncertainty in what constitutes best estimate for such projections.

The Accounting Standard requires the discount rate to be set with reference to yields on high quality corporate bonds irrespective of the investment
strategy of the Fund. As such, the figures are unlikely to reflect either the actual eventual cost of providing benefits or the likely level of contributions to
fund the employer's obligations to the Fund. The Balance Sheet position may change significantly due to relative changes in the equity and bond
markets at the reporting date.

The main risk to the Council is that if the assumptions are more prudent than other employers it would lead to a poorer reported financial position or if
less prudent an improved financial position. This does not have an impact on the underlying cost of the Fund nor the level of contributions that will be
derived from future funding valuations.

In order to assess the value of the employer's liabilities in the Fund at 31 March 2016 the actuary has rolled forward the value of liabilities calculated at
the latest formal valuation, 31 March 2013, allowing for the different financial assumptions required under the Accounting Standards at the accounting
date. In calculating the current service cost, allowance has been made for changes in the employer's pensionable payroll as estimated from contribution
information. In calculating the asset share the employer's share of assets allocated at the latest valuation has been rolled forward, allowing for
investment returns, the effect of contributions paid into and benefits paid from the Fund by the employer and its employees.

The estimated liability will not reflect any difference in demographic experience from that assumed, the impact of differences in salary and pension
increases and changes for specific individuals and the effect of any changes in the age and length of service structure of the liabilities. It is not possible
to reflect these without 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 benefit scheme, administered by the Department for Education. Further information is included in Note 42.

Under the 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. Further
information is included in Note 43.
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Transactions Relating to Retirement Benefits

The costs of retirement benefits in the net cost of services are recognised when they are eamed by employees, rather than when the benefits are
eventually paid as pensions. However, the charge required to 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
Income and Expenditure Statement and Movement in Reserves Statement during the year:

2014/15 2015/16
£000s £000s

Comprehensive Income and Expenditure Statement
Net Cost of Services:

current service cost 51

past service costs including curtailments

effect of settlements
Financing and investment income and expenditure

net interest expense 31,628 32,188
Total post employment benefits charged to the deficit
on the provision of services 83,937 80,671
Other post employment benefits charged to total
comprehensive income and expenditure
Re-measurement of the Net Defined Benefit Liability
comprising:

return on plan assets (excluding amounts included in net
interest) (161,569) 91,559

actuarial gains and losses arising on changes in
financial assumptions 429,676| (296,140)

other experience re-measurements (23,629) (51,581)

Total post employment benefits charged to total
comprehensive income and expenditure 244,478] (256,162)
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Movement in Reserves Statement

Reversal of net charges made to the Deficit on Provision of
Services for post employment benefits in accordance with
IAS19. 31,796 27,737

Actual amount charged against the General Fund
Balance for the pensions in the year:

Employer's contribution payable to scheme 39,794 40,940
Employer's contribution re: unfunded deficit 12,347 11,994
52,141 52,934

Assets and Liabilities in Relation to Retirement Benefits

Present value of the scheme liabilities:

Funded Liabitities: Local

Government Pension

Scheme
2014/15 2015/16
£000s £000s

Balance at 1 April 2,967,016| 3,464,896
Current service cost 51,390 62,717
Effect of settlements 0 (38,540)
Interest cost on defined benefit obligation 126,750 109,521
Contributions by scheme participants 15,199 14,353
Changes in financial assumptions 429,676 (296,140)
Other experience re-measurements (23,629) (51,581)
Unfunded benefits paid (12,347) (11,994)
Benefits paid (90,078) (95,231)
Past service cost including curtailments 919 2,926
Balance at 31 March 3,464,896] 3,160,927,
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Fair value of the scheme assets:

Local Government
Pension Scheme
2014/15 2015/16

£000s £000s
Balance at 1 April 2,231,041 2,452,647
Interest income on plan assets 95,122 77,333
Return on assets (excluding amounts included in net
interest) 161,569 (91,559)
Contributions in respect of unfunded benefits 12,347 11,994
Employer contributions 39,794 40,940
Contributions by scheme participants 15,199 14,353
Effect of settlements 0 (21,380)
Benefits paid (90,078) (95,231)
Unfunded benefits paid (12,347) (11,994)
Balance at 31 March 2,452,647 2,377,103

Net Liability for Year

2014/15 2015/16
£000s £000s
Present value of funded liabilities (3,298,899)( (3,013,732)
Present value of unfunded liabilities (165,997) (147,195)
Fair value of assets 2,452,647| 2,377,103
(Deficit) in the scheme (1,012,249)| (783,824)

The liabilities show the underlying commitment that the Council has in the long run to pay retirement benefits. The total liability of £783,824,000 has
contributed to an increase in the net worth of the Council of £247,586,000 as recorded in the balance sheet resulting in a positive overall balance of
£1,776,234,000.

Statutory 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 triennial valuation is due at 31 March 2016.

The total contributions expected to be made to the Local Government Pension Scheme by the Council in the year to 31 March 2017 is £42,629,000.

The weighted average duration of the obligation for scheme members is 17.8 years.
Basis for Estimating Assets and Liabilities

Assets and liabilities have been assessed on an actuarial basis by Hymans Robertson, an independent firm of actuaries.

The main assumptions used in their calculations have been:

2014/15 2015/16

Mortality assumptions:
Longevity at 65 for current pensioners

Men 21.4 years| 21.4 years
Women 24.0 years| 24.0 years
Longevity at 65 for future pensioners *

Men 24.0 years| 24.0 years
Women 26.6 years| 26.6 years
Rate of increase in salaries 3.6% 3.5%
Rate of increase in pensions 2.4% 2.2%
Discount rate 3.2% 3.5%
Take-up of option to convert annual pension into retirement lump sum - pre April 2008 55.0% 55.0%
Take-up of option to convert annual pension into retirement lump sum - post April 2008 80.0% 80.0%

* Figures assume members aged 45 as at the last formal valuation date.

The estimate 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 2016 Liability £000s
0.5% decrease in real discount rate 10% 312,049
1 year increase in member life expectancy 3% 94,828
0.5% increase in the salary increase rate 3% 81,887
0.5% increase in the pension increase rate 7% 226,579

This is not a full list of the assumptions used. For example changes to the assumed level of withdrawals from the
scheme and the number of ill health retirements will also have an effect. However the assumptions in the table

The table shows the effect of changes to each assumption in isolation. It is possible for the experience of the

Fund to deviate from more than one of the assumptions simultaneously and so the precise effect on the valuation
is more complex.
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The assets consist of the following categories, by proportion of the total assets held:

Year Ended 31 March 2015 Year Ended 31 March 2016
Quoted Quoted Quoted Quoted
Prices in | Prices not Prices in | Prices not
Active in Active Active in Active
Markets Markets Total Markets Markets Total
£000s £000s £000s % £000s £000s £000s %
Equity securities
Consumer 246,553 0 246,553 10% 209,328 0 209,328 9%
Manufacturing 229,456 0 229,456 9% 172,273 0 172,273 8%
Energy and utilities 205,176 0 205,176 8% 127,606 0 127,606 5%
Financial institutions 290,572 0 290,572 12% 230,591 0 230,591 10%
Health and care 115,900 0 115,900 5% 99,401 0 99,401 4%
Information technology 49,369 0 49,369 2% 53,406 0 53,406 2%
Other 30,847 0 30,847 1% 31,327 0 31,327 1%
Debt securities
Corporate bonds (investment grade) 144,526 0 144,526 6% 118,429 0 118,429 5%
UK government 22,823 0 22,823 1% 18,847 0 18,847 1%
Other 121,285 0 121,285 5% 74,217 0 74,217 3%
Private equity
All 0 68,147 68,147 3% 0 59,393 59,393 2%
Real estate
UK property 0 67,904 67,904 3% 0 74,850 74,850 3%
Investment funds and unit trusts
Equities 452,855 0 452,855 18% 662,395 0 662,395 28%
Bonds 136,018 0 136,018 6% 184,677 0 184,677 8%
Infrastructure 0 26,915 26,915 1% 0 31,858 31,858 1%
Other 31,763 121,215 152,978 6% 46,708 115,611 162,319 7%
Derivatives
All 27,369 0 27,369 1% 6,257 0 6,257 0%
Cash and cash equivalents
All 63,954 0 63,954 3% 59,929 0 59,929 3%
2,168,466 284,181| 2,452,647 100%| 2,095,391 281,712| 2,377,103 100%
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Note 42. Teachers' Pension Scheme

Although 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 authorities. However, it is not possible for the Council to identify a share of the underlying liabilities in the scheme attributable to
its own employees. Although the teachers' pension scheme is a defined benefits scheme, for the purposes of the statement of accounts it is accounted
for on the same basis as a defined contributions scheme. 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 pensions liability described in Note 41.

The pension costs charged to the accounts are at the contribution rate set by the DfE on the basis of a notional fund. In 2015/16 the Council's
contribution to the DfE in respect of teachers' pension costs was £16,169,000 (£15,274,000 2014/15), the set contribution rate being 14.1% from April
2015 to August 2015 and then 16.48% from 1 September 2015 (14.1% 2014/15).

The total contributions expected to be made to the Teachers' Pension Scheme by the Council in the year to 31 March 2017 is £17,160,000.

In addition, the Council is responsible for all pension payments relating to added years it has awarded, together with related increases. In 2015/16 these
amounted to £6,521,000 (£7,171,000 2014/15) of which £1,386,000 (£1,459,000 2014/15) relates to former establishment employees and is refunded
by the Higher Education Funding Council.

Note 43. 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 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 Health line within the Comprehensive Income and Expenditure
Statement is charged with the employer's contributions payable in the year.

In 2015/16 the Council's contribution in respect of former NHS staff pension costs was £102,000 (£172,000 in 2014/15), the set contribution rate being
14.3% (14.3% in 2014/15). ‘

Note 44. Contingent Assets and Liabilities
Contingent Assets

a) As part of the Plymouth Grove and Miles Platting 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 Scheme in Moss Side the Council has provided homebuyers, purchasing the renovated properties, equity
mortgage loans for up to 30% of the property value. As these loans are repayable on the sale of the property or if the homebuyer decides to repay the
loan before sale, the timing of the receipt cannot be assessed. Thus a debtor has not been recognised on the Council's balance sheet.

c) The Greater Manchester Loans Fund was set up to provide loans to new and growing businesses in Greater Manchester (GM). The nine GM
authorities (excluding Manchester) have indemnified the Council in order to underwrite their proportion of the initial £12m to £14m capital in proportion to
their percentage of GM population at the date of the establishment of the Fund (June 2013).

The maximum amount indemnified by the nine GM authorities will be £11.347m which is 81.1% of the total capital expenditure.
At 31 March 2016 loans totalling £4.05m have been advanced.
The risk of the indemnity being called upon is considered to be low.

d) In the 2015 Budget the Chancellor of the Exchequer announced a pilot to retain 100% of additional business rate growth in Greater Manchester and
Cheshire East. The scheme set a growth baseline above which named authorities, including Manchester, would retain 100% of growth. The growth
baseline for 2015/16 is the business rates income estimated by the Council after the award of mandatory and discretionary adjusted for estimated
losses in collection. This is compared to the outturn which is adjusted for the amount of ratepayers appeals against their rateable value charged against
the business rate appeals provision. Section 31 grants (to fund changes to the level of business rates due following announcements by government) are
also adjusted for growth.

The additional growth is allocated 49% to the metropolitan authority and 1% to the fire and rescue authority. No income relating to this growth has been
recognised in the financial statements as the formula that calculates the growth is still under discussion, the relevant Parliamentary Order has not yet
been laid and the discussions on the allocation of this growth within Greater Manchester have not been finalised.

Contingent Liabilities

a) The Greater Manchester Devolution Agreement provides for a Housing Investment Fund of £300m over a ten year lifetime, to be invested in the form
of recoverable loans and equity into property investments to deliver the growth ambitions of Greater Manchester.

The Fund was set up on 1 April 2015 and is administered by the Council.
The Fund provides the opportunity to invest in locally prioritised schemes and give the flexibility required to stimulate the market, accelerate growth and
increase housing supply.

In return for GM receiving this fund it must guarantee that 80% of the funds drawndown, to a maximum of £240m, will be repaid to Her Majesty's
Treasury (HMT) at the end of the Fund life. The Department of Communities and Local Government (DCLG) will underwrite the first 20% of any loss to
the Fund (up to a maximum of £60m).

Each GM district will indemnify a proportion of the Fund based on its percentage of GM population as at 1 April 2015. For Manchester City Council the
maximum indemnity will be £45.685m which is 19.04% of the total indemnity.

At 31 March 2016 the amount drawn down was £18.343m.
It is not currently anticipated that there will be any call on this indemnity.
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Note 45. Related Party Transactions

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:

2014/15 | 2015/16
Income £000s £000s
Central Government - revenue grants 976,793 902,695
Central Government - capital grants 66,697 41,111
Greater Manchester Combined Authority - capital contribution 10,778 7,979
Manchester Airports Holdings Ltd - dividend 27,393 36,495
Manchester Airports Holdings Ltd - repayment of interest 9,980 9,980
Manchester Airports Holdings Ltd - net rent 6,755 6,973
Manchester Clinical Commissioning Groups 15,007 15,124
Destination Manchester Ltd - interest on loans 1,064 1,020
Destination Manchester Ltd - repayment of loan principal 750 750
Northwards Housing Ltd (capital and revenue income) 1,814 1,655
Manchester Working Ltd (capital and revenue income) 174 232
Enterprise Manchester Partnership Ltd (capital and revenue income) 3,436 1,356

1,120,641| 1,025,370

Restated

2014/15 | 2015/16
Expenditure £000s £000s
Greater Manchester Combined Authority - levy 37,786 36,971
Greater Manchester Waste Disposal Authority - levy 34,243 35,270
Greater Manchester Police and Crime Commissioner - precept 14,954 15,435
Greater Manchester Fire and Rescue Authority - precept 5,660 5,842
Greater Manchester Fire and Rescue Authority - share of business rates 3,099 3,190
Central government - share of business rates 154,964 159,510
Greater Manchester Pension Fund - employer's contributions 52,141 52,934
Teachers' Pension Agency - employer's contributions 15,274 16,169
Manchester Clinical Commissioning Groups 5,637 5,767
Northwards Housing Ltd (capital and revenue spend) 24,309 25,974
Manchester Working Ltd (capital and revenue spend) 28,199 25,361
Enterprise Manchester Partnership Ltd (capital and revenue spend) 13,251 3,691

389,517 386,114
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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 2015/16 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 2015/16 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. The exception to
this is growth in business rates where the Council, as part of the growth retention pilot, retains 98% of
business rates above an adjusted baseline.

Grant details are set out in Notes 12 and 13. Central Government debtors and creditors are set out in
Notes 31 and 33.

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 controlled or significantly influenced by the Council

The Council 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. The Council 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, which
holds major conferences and exhibitions. The directors who served the company during the year were
Sir Howard Bernstein and Richard Paver.

d. Greater Manchester Pension Funds
The Local Government Pension Scheme is a fully funded defined benefits scheme. Pension details are
set out in Note 41.
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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 42.

f. Manchester Clinical Commissioning Groups (CCG)

The objective of the Manchester CCGs is to ensure that people in Manchester have access to high
quality, safe health services when they need them. Manchester CCGs commission healthcare services
inciuding community heaith services and mentai heaith and learning disability services.

The transactions with the CCGs relate to arrangements for integrative care projects, joint working and
other contractual arrangements.

g. Subsidiaries or associates of the Council.
These organisations are not consolidated into the Council's group accounts because they are not
material.

Northwards Housing Ltd
Northwards Housing Ltd is an Arms Length Management Organisation limited by guarantee, and
therefore a subsidiary of the Council. Manchester City Council is the ultimate parent undertaking.

The principal activity of Northwards Housing Ltd is the management and maintenance of Manchester
City Council’s housing stock in North Manchester.

Manchester Working Ltd

Manchester Working Ltd's principal activity is the provision of maintenance services. It is considered
to be an associate of the Council.

Richard Paver and Clir Paul Andrews served as directors of the company during the year.
Enterprise Manchester Partnership Ltd

Manchester City Council owns 20% of Enterprise Manchester Partnership Ltd. Clir Bernard Priest
served as a director.

The principal activity of the company was providing refuse collection services to Manchester City
Council up to July 2015.

Note 46. 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, M60 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 47. Analysis of Cash and Cash Equivalents

31 March 31 March

2015 2016
Cash and Cash Equivalents £000s £000s
Cash in hand 68 52
Call accounts 40,341 10,630
Investments less than 3 months 63,507 69,514
Balance at bank 20,356 16,354
Total 124,272 96,550

Note 48. Cash Flow Statement - Adjustments to net deficit on the provision of services for non-cash

movements

Restated
31 March 31 March
2015 2016
£000s £000s

Depreciation of non current assets (45,675) (49,782)
Impairment of non current assets (102,262) (87,050)
Amortisation of intangible non-current assets (491) (144)
Pension fund adjustments (31,796) (27,737)
Movement in market value of investment property 50,564 18,613
Differences between statutory accounting and amounts recognised as income
and expenditure in relation to financial instruments 1,667 2,932
(Increase) in impairment provision for bad debts (6,962) (7,695)
Contributions to provisions (7,833) (5,390)
Carrying amount of property, plant and equipment, investment properties and
intangible assets sold (87,701) (43,790)
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 6,291 44,946
Other non-cash movements 11,577 6,241
(Decrease) / increase in inventories (122) 296
(Decrease) / Increase in debtors (less capital) (14,337) 13,170
(Decrease) in interest debtors (4,588) (5,509)
(Increase) in creditors (less capital) (33,667) (20,225)
Decrease in interest creditors 53 110
Total (265,282) (161,014)

Note 49. 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
2015 2016
£000s £000s
Proceeds from the disposal of property, plant and equipment, investment
properties and intangible assets 20,436 36,918
Capital grants credited to deficit on the provision of services 74,931 36,744
95,367 73,662
Note 50. Cash Flow Statement - Operating Activities
The net cash flows from operating activities include the following items:
2014/15 2015/16
£000s £000s
Interest received (16,734) (12,625)
Interest paid 34,452 33,165
Dividends received (27,393) (36,495)
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Note 51. Cash Flow Statement - Investing Activities

2014/15 2015/16
£000s £000s
Purchase of plant, property and equipment, investment property and intangible
assets 154,474 173,704
Proceeds from the sale of plant, property and equipment, investment property
and intangible assets (20,436) (36,918)
Capital grants received (61,125) (17,580)
Other receipts from investing activities (14,748) (29,687)
Net cash fiows from investing activities 58,165 89,519
Note 52. Cash Flow Statement - Financing Activities
2014/15 2015/16
£000s £000s
Repayments of long term borrowing 12 11,008
Cash payments for the reduction of outstanding liabilities relating to finance
leases and PFI contracts 6,501 15,461
Cash receipts of long and short term borrowing (11,764) (6,558)
Net (receipts) relating to preceptors element of council tax (973) (443)
Net (receipts) relating to national non domestic rates (6,298) (29,996)
Net cash flows from financing activities (12,522) (10,528)

Note 53. Events after the Balance Sheet Date

Business Rates

On 1 April 2016 Cheshire West and Chester Council joined the Greater Manchester and Cheshire East Councils in the
Greater Manchester and Cheshire Business Rates Pool. The purpose of the pool is to maximise the retention of locally
generated business rates and to ensure it further supports the economic regeneration of Greater Manchester, Cheshire
East and Cheshire West and Chester Councils by retaining any levy that might be payable by certain of the authorities to
Central Government.

Note 54. Authorisation for Issue of the Statement of Accounts
The 2015/16 Statement of Accounts was authorised for issue by Carol Culley, the City Treasurer on 07 September 2016.

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
Statement gives details of the additional transactions which are required by statute.

2014/15 2015/16
£000s Note £000s
Expenditure
23,445(Repairs and maintenance 26,393
15,479(Supervision and management 16,217
416(Rents, rates, taxes and other charges 463
30,055|Depreciation and impairment of non-current assets ef 21,338
19|Debt management costs 18
(1,326)|Movement in the allowance for bad debts (1,116)
48|Revenue expenditure funded from capital under statute g 46
68,136 63,359
Income
59,274 |Dwelling rents (gross) 60,503
640|Non-dwelling rents (gross) 263
2,471|Charges for services and facilities 1,755
1,140 Contributions towards expenditure 607
23,600(Private Finance Initiative Grant 23,603
10,645|Decent Homes Backlog Funding 0
50|Mortgage Repayments 0
30{Revenue expenditure funded from capital under statute grants 0
97,850 86,731
(29,714)|Net (Income) of HRA Services as included in the Council's Comprehensive Income and (23,372)
Expenditure Statement
98|HRA services share of corporate and democratic core 98
6|HRA share of other amounts included in the Council's net cost of services but not allocated to (85)
specific services
(29,610)|Net (Income) of HRA Services (23,359)
HRA share of the operating income and expenditure included in the Comprehensive
Income and Expenditure Statement
(5,432){(Gain) on disposal of HRA non-current assets (3,455)
9,848|Interest payable and similar charges 9,015
(90)|Interest and investment income (121)
206(Net interest on the net defined benefit liability 191
_(636)|Capital grants and contributions (80)
(25,714)|(Surplus) for the year on HRA services (17,809)
Movement on the Housing Revenue Account Statement
2014/15 2015/16
£000s £000s
(78,513)|Balance on the HRA at the end of the previous year (86,686)
(25,714)|(Surplus) for Year on the HRA Income and Expenditure Statement (17,809)
Adjustments between accounting basis and funding basis under statute
2,000|Transfer to Major Repairs Reserve 8,404
5,304 Capital expenditure funded by the HRA 26
5,432|Gain on disposal of HRA non-current assets 3,455
(479)|HRA share of retirement benefits per IAS19 (650)
313|HRA share of employer contribution to pension scheme 430
(19,022)|impairment of non-current assets (9,349)
(18)|Amortisation of Revenue Expenditure Funded from Capital under Statute (46)
12,680|Reversal of PFi Charges 16,035
636|Capital grants and contributions receivable 80
10,645|Decent Homes Backlog Funding 0
50|Mortgage Repayments 0
(8,173)|Net (Increase) / Decrease in Year on the HRA 676
(86,686)|Balance on the HRA at the end of the current year (86,010)
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Notes to the Housing Revenue Account

(a) Housing Stock

The Council was responsible for managing an average of 16,365 dwellings during 2015/16.

The stock at each year end was made up as follows:

31 March 31 March
2015 2016
Houses and bungalows 9,446 9,327
Flats 6,894 6,904
Others 82 77
16,422 16,308
The change in stock is as follows:
2014/15 2015/16
Stock at 1 April 16,625 16,422
Sales (102) (107)
New Builds 0 46
Demolitions (104) (60)
Other 3 7
Stock at 31 March 16,422 16,308
The balance sheet value of the HRA's non-current assets was as follows:
31 March 31 March
2015 2016
£000s £000s
Operational
Council dwellings 395,064 418,055
Other land and buildings 3,431 3,461
Vehicles, plant and equipment 67 62
398,562 421,578
Non-operational
Surplus properties 1,263 423
Assets under construction 100 68
399,925 422,069

(b) Vacant Possession of Dwellings

The vacant possession value of dwellings within the Council's HRA at 1 April 2015 was £1,163,181,000.

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

2014/15 2015/16
£000s £000s
Balance at 1 April 7,310 6,747
HRA depreciation 11,033 11,989
|Financing of capital expenditure on council dwellings (24,241)| (25,231)|
Decent homes backlog funding 10,645 0
Transfer from the HRA 2,000 8,404
Balance at 31 March 6,747 1,909
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(d) Capital Expenditure, Funding and Receipts

2014/15 2015/16
£000s £000s
Expenditure
Property, plant and equipment 30,627 25,336
Revenue expenditure funded from capital under statute 48 46
Long term debtors 41 0
30,716 25,382
Funded by
Revenue contributions 5,304 26
Capital receipts 495 45
Major repairs reserve 24,241 25,231
Government grants 10 0
External contributions 666 80
30,716 25,382
Receipts
Council dwellings 8,201 7,549
Mortgage repayments 50 51
8,251 7,600
(e) Depreciation
2014/15 2015/16
£000s £000s
Property, plant and equipment
Council dwellings 10,929 11,885
Other land and buildings 99 99
Vehicles, plant and equipment 5 5
11,033 11,989
(f) Impairment Charges
2014/15 2015/16
£000s £000s
Non-enhancing capital expenditure 18,131 7,007
Downward revaluation of assets 373 1,872
Damaged properties / demolitions 518 470
19,022 9,349

(9) Revenue Expenditure Funded From Capital Under Statute

Revenue expenditure funded from capital under statute of £46,000 (£48,000 in 2014/15) 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 2015/16 is £120,000 (£166,000 in 2014/15). The overall amount to be met from rent

payers remains unchanged.

(i) Rent Ariears

2014/15 2015/16
£000s £000s
Arrears at 31 March 8,992 7,433
2014/15 2015/16
£000s £000s
Provision at 1 April 8,037 6,643
Contributions in year (1,328) (1,116)
Amounts written (off) in the year (66) (462)
Provision as at 31 March 6,643 5,065

169




Collection Fund

Income and Expenditure Account

Manchester City Council Annual Statement of Accounts 2015/16

This account reflects statutory requirements for billing authorities to maintain a separate collection fund to 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.
2014/15 2015/16
£000s £000s
Business
Rates Council Tax Total Business Rates| Council Tax Total
Income
0 148,949 148,949(Council Tax - net amount receivable 0 153,182 153,182
335,261 0 335,261 Collectable from business ratepayers 360,335 0 360,335
335,261 148,949 484,210 360,335 153,182 513,517
Apportionment of Previous Year Deficit
13,575 0 13,575 - Manchester City Council 27,172 0 27,172
13,852 0 13,852 - Central Government 27,726 0 27,726
277 0 277 - Greater Manchester Fire and Rescue Authority 554 0 554
362,965 148,949 511,914 415,787 153,182 568,969
Expenditure
Apportionment of Previous Year Surplus
0 3,886 3,886] - Manchester City Council [ 3,530 3,530
[ 495 495 - Greater Manchester Police and Crime Commissioner 0 459 459
0 191 191 - Greater Manchester Fire and Rescue Authority 0 173 173
Precepts and demands
154,964 0 154,964 - Central Government 159,510 0 159,510
151,865 115,103 266,968 - Manchester City Council 156,320 118,808 275,128
0 14,954 14,954 - Greater Manchester Police and Crime Commissioner 0 15,435 15,435
3,099 5,660 8,759| - Greater Manchester Fire and Rescue Authority 3,190 5,842 9,032
Business rates
1,105 0 1,105 - Transitional protection payment 0 0 0
Charges to Collection Fund
3,753 2,809 6,562] - Write offs of uncollectable amounts 4,350 3,368 7,718
2,671 3,960 6,631 - Increase in Allowance for Impairment 1,602 1,834 3,436
34,812 0 34,812| - Contribution to Provision for Appeals 4,430 0 4,430
1,110 0 1,110[ - Costs of coliection 1,121 0 1,121
353,379 147,058 500,437|Total Expenditure 330,523 149,449 479,972
9,586 1,891 11,477|Movement on fund balance 85,264 3,733 88,997
(83,242) 5,281 (77,961} Fund balance brought forward (73,656) 7,172 (66,484)
(73,656) 7,172 (66,484)| Fund Balance Carried Forward 11,608 10,905 22,513

Notes to the Collection Fund Account

{(a) Business Rates

The Council collects business rates for its area on behalf of itself, Central Government and the Greater Manchester Fire and Rescue Authority. These rates are based
on rateable values for properties set by the Valuation Office Agency which are muitiplied by a uniform business rate set by central government. The multipiier for the

year was set at 49.3p (48.2p for 2014/15). The total business rates rateable value at 31 March 2016 was £847,011,000 (£848,509,000 at 31 March 2015).
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(b) Calculation of the Council Tax Base

For 2015/16 there were 223,857 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 Valuation Office. There are 190,409 equivalent number of dwellings after taking account of discounts, exemptions and disabled relief. These
equate to 145,768 equivalent Band D properties, which are used for the calculation of the tax base.

The table below shows the total number of equivalent properties after discounts, exemptions and disabled relief and the number of chargeable Band D equivalents.

Total
Equivalent
Number of
Dwellings after
Discounts, Chargeable
Valuation Exemptions Band D
and Disabled
Band Relief Equivalents
A 110,243 73,467
B 32,084 24,954
Cc 27,831 24,739
D 13,037 13,037
E 4,657 5,692
F 1,813 2,619
G 684 1,140
H 60 120
190,409 145,768

The number of chargeable Band D equivalents for 2014/15 was 144,132,
(c) Share of Fund Balance

The shares of the closing fund balances are shown in the tables below.

Business Rates Restated
(Deficit) Surplus
2014/15 2015/16
£000s £000s
Central Government (36,828) 5,804
Manchester City Council (36,091) 5,688
Greater Manchester Fire and Rescue Authority (737) 116
Total (Deficit) / Surplus (73,656) 11,608
Council Tax Surplus Surplus
2014/15 2015/16
£000s £000s
Manchester City Council 6,083 9,249
Greater Manchester Police and Crime 790 1,201
Greater Manchester Fire and Rescue Authority 299 455
Total Surplus 7,172 10,905
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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 position, service position, accountability for resources
and exposure fo risk is not presented in the Councii’s singie 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.

The following pages include:

e Group Movement in Reserves Statement

¢ Group Comprehensive Income and Expenditure Statement
* Reconciliation of the Single Entity Deficit to the Group Deficit
e Group Balance Sheet

e Group Cash Flow Statement.

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 current value (i.e. the amount that
would be paid for an asset in its existing use). Where sufficient market evidence is not available, current
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.
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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 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

inciusion 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.

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 associates consolidated into
the Council's group accounts.

Joint Ventures - where the Council and another 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.

Manchester Airports Holdings Limited audited accounts are available at the following website -
http://www.manchesterairport.co.uk/manweb.nsf/Content/AnnualReportsAndAccountsArchive
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This statement shows the movement in the vear on the Council's single entity usable and unusable reserves, as well as the Council's share of the group reserves.
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Restated Restated Restated Restated Restated
General Earmarked Housing Earmarked Capital Capital Major Total Revaluation Available Pensions Capital Deferred Financial Collection Short term Total Council Total
Fund GF Revenue HRA Receipts Grants Repairs Usable Reserve for sale Reserve Adjustment Capital Instruments Fund Compensated Unusable Share of Group
Balance Reserves Account Reserves Reserve Unapplied Reserve Reserves Financial : A Receip Adj Adjustment Absences Reserves Group. Reserves
. Instruments Account Account Reserves® )
£000s £000s £000s £000s £000s £000s £000s £000s £000s £000s . £000s £000s £000s £000s £000s £000s £000s £000s £000s
\ 3 :
Balance at 31 March 2014 (40,942) (219,964) (44,139) (34,374) ' (43,388) (47,269) (7,310) (437,386) (717,405) (1,798) 735,975 (1,273,579) (1,645) 3,415 36,300 5,347 (1,213,390) (739,498)| (2,390,274)
Movement in reserves during 2014/15 -
(Surplus) / deficit on provision of services 60,299 0 (25,714) . 0 0 0 0 34,585 ] 0 0 0 0 0 0 0 0 15,597 53,182
Other comprehensive income and expenditure ¢ .
(Surplus) on revaluation of non-current assets 0 0 Of. 0 .0 0 0 0 (165,216) 0 0 0 (4} 0 0 0 (165,216) 0 ' (165,216)
Impairment losses on non-current assets charged to the revaluation reserve 0 0 0 0 ] o} 0 0 8,357 0 0 0 0 0 0 0 8,357| 0 8,357
(Surplus) on revaluation of available for sale financial assets 0 0 0 0l 0 0 0 0 0 (13) 0 0 0| (63) 0 0 (76) 0 (76)
Actuarial losses on pension assets/liabilities 0 0 0 0 0 0 0 0 0 0 244,478 0 4] [¢] 0 0 244,478 o} 244,478
Share of other comprehensive income and expenditure of subsidiaries 0 0 of 0 0 0 0 0 0 0 0. 0 0| 0 0 0 0 142 142
Share of other comprehensive income and expenditure of joint ventures 0 0 0 0. 0 0 0 0 -0 0 0 0 0 9] o - 0 0 (53,991) (53,991)
Total comprehensive income and expenditure 60,299 0 (25,714) 0 0 0 N 0 34,585 (156,859) (13) 244,478 0 0 {63) 0 0 87,543 (35,252) 86,876
Reversal of items debited or credited to the comprehensive income and {173,123) 0 11,924 0 (50) (7,607) 563 (168,293) 0 0 83,937 92,230 0 (1,582) {6,292) 0 168,293 0| 0
expenditure statement ) '
Insertion of items not debited or credited to the comprehensive income and 106,688 8,172 5,617 0 2,235 0 0 122,712 0 0 (52,141) (70,247) 0 (324) 0 0 (122,712)| 0 0
expenditure statement A ’ . .
Other adjustments 53 171 0 0} 3,260 0 0 3,484 17,257 0 0 (20,372) (369) 0 0 0 (3,484), 0 0
Total adj betw ting basis and funding basis under (66,382) 8,343 17,541 0 5,445 (7,607) 563] (42,097) 17,257 0 31,796 1,611 (369)| (1,906) (6,292) 0 42,097 0 0
regulations ) ) ' .
Net (increase) / decrease before transfers to earmarked reserves (6,083) 8,343 (8,173) 0 5,445 (7,607) 563 (7,512) {139,602) {13)/ 276,274/ 1,611 {369) {1,969) (6,292) 0 129,640 (35,252) 86,876
Transfers (to) / from earmarked reserves 19,916 (20,436) 253 (253) 0 0 o] (520); 0 0 Q 0 4 -0 0 0 520 520 0 0
(Increase) / decrease in year 13,833 (12,093) (7,920)) (253) 6,445 (7,607) 563 (8,032) (139,602) (13) 276,274 1,611 (369) (1,969) (6,292) 520 130,160] (35,252) 86,876
Balance at 31 March 2015 (27,109) (232,057) (52,059) (34,627) (37,943) (54,876) (6,747) (445,418) (857,007) (1,811) 1,012,249 {1,271,968) (2,014) 1,446 30,008 5,867 (1,083,230) (774,750) (2,303,398)
Movement in reserves during 2015/16
(Surplus) / deficit on provision of services 53,891 0 (17,808) 0 0 0 0 36,083 0 0 0 (o} (4} 0 0 0 0 13,694 49,777
: {Other compr ive income and expenditure .
(Surplus) on revaluation of non-current assets . 0 o] 0 0 0 -0 0|, 0 (39,936) 0 0 of 0 0 0 0 (39,936) 0 (39,936)
Impairment losses on non-current assets charged to the revaluation reserve. 0 o] 0 0 0 0 0 0 14,488 0 0 o] 0 Q 0 0 14,488 0 14,488
(Surplus) on revaluation of available for sale financial assets 0 ] 0 Y ] 0 , 0 0 0 (2,041) 0 0 0 (18) 0 0 (2,059) 0 (2,059)
Actuarial losses on pension assets/liabilities i 0 4] 0 0 o] 0 0 0| 0 ] (256,162) 0] 0 0 0 0 (256,162) 0| (256,162)
Share of ottier comprehensive income and expenditure of subsidiaries - [JE o] 0 0 o} 0 0 0 0 0 0 0 0 0 0 0 .0 142 142]
Share of other comprehensive income and expenditure of joint ventures 0 0 0 0 0 0 0 0| 0 0 0 0 0|, 0 0 N 0 0 (62,319) (62,319)
Total compr ive i and expenditure i 53,891 0 (17,808) 0 0 0 0 36,083 (25,448) (2,041) {256,162) 0 0 (18) 0 0 (283,669) {48,483) {296,069)|
Reversal of items debited or credited to the comprehensive income and (130,493) {676) 18,028 0 0 29,194 4,838, (79,109) ] 0 80,671 46,170 (218) (2.568) (44,946) -0 79,109 ©) 0)
expenditure statement
Insertion of items not debited or credited to the comprehensive income and 104,915 0 456 0| 2,275 ° 0 107,646 0 0 (52,934) {54,383) 0 (329) o] 0 {107,646) 0 0|
expenditure statement :
Other adjustments (24) 0 _ a 0 (2,281) 0 0 (2,305) 18,015 0 0 (15,710) 0 0 0 0| 2,305 0] 0
Total adj b ing basis and funding basis under (25,602) (676) ™ 18,484 0 (6) 29,194 4,838 26,232 18,015 0 27,737 (23,923) (218) (2,897) (44,946) [ (26,232) 0) 0)
regulations ) :
Net (increase) / decrease before transfers to earmarked reserves 28,289 (676) 676 0 - (6) 29,194 4,838 62,315 - {7,433) (2,041) {228,425) (23,923) (218) (2,915) (44,946) , 0 (309,901)/ (48,483)] (296,069)
Transfers (to} / from earmarked reserves (28,657) 28,136 218 (218) 0 8] 0| (521); 0 0 0 - 0 0 0 0 521 521 . 0 0
(Increase) / decrease in year (368) 27,460 894 (218) (6) 29,194 4,838 61,794} {7,433) {2,041) (228,425) (23,923) {218) (2,915) (44,946) 521 (309,380}, (48,483) (296,069)|
" |Balance at 31 March 2016 (27,477) (204,597) (51,165) (34,845) (37,949) (25,682) (1,909)| (383,624) (864,440) (3,852) 783,824 (1,295,891) (2,232) (1,469) (14,938) 6,388 (1,392,610) (823,233) (2,599,467)

*A breakdown of the Council's usable and unusable reserves can be found in the Council's accounts Notes 6, 38 and 39.
The Councif's share of the group reserves include accounting adjustments to align accounting policies for property, plant and equipment and govemment grants.
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Manchester City Council Annual Statement of Accounts 2015/16

Reconciliation of the Single Entity Comprehensive Income and Expenditure Statement Deficit to the Group
Comprehensive Income and Expenditure Statement Deficit

This shows how the group entities have contributed to the overall deficit shown in the group income and expenditure
account.

Restated
2014/15 2015/16
£000s Note £000s
34,585 Deficit on the Authority's single entity Income and Expenditure Account for the year 36,083
1,064 Distribution from group entities included in the Authority's single entity deficit on the 3 1,020
Income and Expenditure Account
(1,544)|Add (surplus) attributable to subsidiary 4 (1,440)
19,077|Add deficit / (surplus) attributable to joint venture including dividends paid (after 14,114
corporation tax)
53,182(Group income and expenditure account deficit for the year 49,777
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Group Balance Sheet

Manchester City Council Annual Statement of Accounts 2015/16

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 Restated
1 April 31 March 31 March
2014 2015 2016
£000s £000s Note £000s
Non-current assets
2,097,520 2,105,291| Property, plant and equipment 7 2,126,696
431,191 510,240 Heritage assets 521,154
344,508 386,981{ Investment properties 387,118
1,121 629 Intangible non-current assets 485
854,587 889,565| Long-term investment in joint venture 8 937,993
2,579 2,608| Other long-term investments 8 4,241
115,042 128,738| Long-term debtors 9 153,436
3,846,548 4,024,052|Total non-current assets 4,131,123
Current assets
819 725| Inventories 1,053
147,886 121,113| Short-term debtors 9 111,618
38,954 128,514| Cash and cash equivalents 10 101,867
12,928 10,018 Short-term assets held for sale 6,152
0 555| Intangible current assets 569
200,587 260,925 Total current assets 221,259
4,047,135 4,284,977|Total assets 4,352,382
Current liabilities
(9,217) (21,942) Short-term borrowing (32,234)
(144,429) (173,987)| Short-term creditors 11 (199,285)
(21,279) (21,296)] Short-term provisions (21,490)
(8,561) (11,353)| Short-term deferred liabilities 12 (17,469)
(183,486) (228,578)| Total current liabilities (270,478)
3,863,649 4,056,399|Total assets less current liabilities 4,081,904
Long-term liabilities
(2,482) (2,831)| Long-term creditors (2,191)
(50,478) (61,012){ Long-term provisions (44,530)
(512,182) (509,626)} Long-term borrowing (501,785)
(164,634) (160,758)| Long-term deferred liabilities 12 (143,322)
(7,624) (6,525)| Capital grants receipts in advance (6,785)
(735,975)|  (1,012,249)| Pensions liability (783,824)
(1,473,375)| (1,753,001)(Total long-term liabilities (1,482,437)
2,390,274 2,303,398/ Net assets 2,599,467
Financed by:
437,386 445,418 Usable reserves 383,624
1,213,390 1,083,230| Unusable reserves 1,392,610
739,498 774,750| Group income and expenditure reserve 823,233
2,390,274 2,303,398 | Total reserves 13 2,599,467

The Balance Sheet as at 1 April 2014 and 31 March 2015 has been restated to reflect the transfer of Bridgewater
Hall from Investment Properties to Plant, Property and Equipment. Its value at 1 April 2014 was £54.536m and at
31 March 2015 was £60.709m.
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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
2014/15 2015/16
£000s Note £000s
53,182 (Net deficit on the provision of services 49,777
Adjustments to net deficit on the provision of services for non-cash
(266,818)|movements 16 (163,262)
Adjustments for items included in the net deficit on the provision of services
77,185|that are investing and financing activities 17 60,299
(136,451)|Net cash flows from operating activities (53,186)
59,413|investing activities 19 90,361
(12,522)|Financing activities 20 (10,528)
(89,560)|Net (increase) / decrease in cash and cash equivalents 26,647
38,954[Cash and cash equivalents at the beginning of the reporting period 128,514
128,514|Cash and cash equivalents at the end of the reporting period 10 101,867
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Notes To The Group Accounts
Note 1. Group Accounting Policies

The Group Accounts have been prepared in accordance with the 2015/16 Code of Practice for Local
Authority Accounting in the United Kingdom, issued 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 Subsidiary

The Council's subsidiary has 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 subsidiary.
To avoid overstating the figures within the group financial statements, all transactions and balances
between members of the group (the Council and its subsidiary) have been eliminated.

Consolidation of Joint Venture

The Council's 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 current value (i.e. the amount that
would be paid for an asset in its existing use). Where sufficient market evidence is not available, current
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 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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Note 2. Financing and Investment Income and Expenditure

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

Restated
2014/15 2015/16
£000s £000s
Interest payable on debt 25,000 24,764
Interest element of finance leases (lessee) 234 61
interest payabie on PFi unitary payments 10,229 9,249
Write back of concessionary interest 0 267
Net interest on the net defined benefit liability 31,884 32,474
Investment Interest income (12,338) (13,338)
Investment properties impairment 20,408 12,971
Change in fair value of investment properties (50,564) (18,613)
Impairment of shareholding 0 200
Dividends receivable (56) (782)
(Gain) on trading accounts (not applicable to a service) (1,565) (766)
Rentals received on investment properties (18,658) (19,281)
Expenses incurred on investment properties 2,354 2,718
Total financing and investment income and expenditure 6,928 29,924
a. Interest Payable
These figures represent the external interest payable by the group as follows:
2014/15 2015/16
£000s £000s
Manchester City Council 23,936 23,745
Destination Manchester Limited 1,064 1,019
Total 25,000 24,764

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:

2014/15 2015/16
£000s £000s
Manchester City Council 31,628 32,188
Destination Manchester Limited 256 286
Total 31,884 32,474
c. Investment Interest Income
201415 2015/16
£000s £000s
Manchester City Council (12,298) (13,295)
Destination Manchester Limited (40) (43)
Total (12,338) (13,338)

The above figures include consolidation adjustments where transactions between the Council and the subsidiary

are eliminated for the purpose of preparing the group accounts.
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d. Dividends Receivable

The dividends receivable figure in the single entity accounts has been adjusted to exclude dividends received from
Group entities.

Note 3. Exclusion of Distributions from Group Entities Included in Manchester City Council's Single Entity
Accounts

Related party transactions between the Council and Destination Manchester Limited have been removed from the

group income and expenditure account on consolidation. In 2015/16 the amount removed was £1,020,000
(£1,064,000 in 2014/15).

Note 4. (Surplus) Attributable to Subsidiaries

This figure represents the total group (surplus) attributable to Manchester City Council's subsidiary including the
adjustments made for intra group transactions. The share of operating results of the subsidiary are included within

the service gross income / expenditure that they relate to.

2014/15 2015/16
£000s £000s
Destination Manchester Limited (1,544) (1,440)
Total (1 5544) (1 5440)

Note 5. (Surplus) Attributable to Joint Venture

This figure represents the total (surplus) attributable to Manchester Airports Holdings Limited:

2014/15 2015/16
£000s £000s
(Surplus) before tax (16,069) (21,777)
Tax expenses 7,810 178
(Surplus) after tax (8,259) (21,599)
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Manchester City Council Annual Statement of Accounts 2015/16

Note 8. Long-term Investments

31 March | 31 March
2015 2016
£000s £000s
Investments in organisations included in the group statements
Manchester Airports Holdings Ltd 881,031 929,236
Investments in subsidiaries not included in the group statements
Manchester Mortgage Corporation Plc Share Capital 6,131 6,149
Investments in associates not included in the group statements
National Car Parks {Manchester) Ltd Share Capital 1,103 1,308
Eastlands Development Company Limited 1,300 1,300
889,565 937,993
Other long-term investments 2,608 4,241
Total other long-term investments 2,608 4,241
Total Long-Term Investments 892,173| 942,234

Further details can be found in the Council's accounts Note 30.
Note 9. Debtors

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 2016. 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 will not be recovered. These amounts are
then deducted from the total value of debtors shown in the accounts.

31 March | 31 March
2015 2016
£000s £000s

Short-term debtors - Manchester City Council
Manchester City Council debtors and payments in advance 120,695 110,906
Adjustments for intra-company transactions (2,697) (2,519)

117,998| 108,387

Short-term debtors - Destination Manchester Limited

Trade debtors 1,311 1,851
Prepayments and accrued income 1,465 0
Corporation tax 244 268
Other debtors 95 1,112
Total 121,113] 111,618

Further details can be found in the Council's accounts Note 31.
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These are amounts that are owed to the Group which are being repaid over various periods longer than one year. Long-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 it is classed as an intra-company
transaction.

31 March | 31 March
2015 2016
£000s £000s
Long-term debtors
Mortgages
Housing Revenue Account 52 11
General Fund 81 42
Manchester Airports Holdings Limited 83,168 83,168
Ex GMC debt 142 118
PFI prepayments 22,719 19,168
Private Sector Housing Loans 8,573 11,039
Equity Mortgages 2,978 3,282
Eon Reality 2,200 2,200
Bluethorn Developments Ltd / Blueindale Ltd 3,738 0
Greater Manchester Loans Fund 2,312 4,223
Matrix Homes 0 6,733
Biffa Municipal 0 2,630
LQ Developments 0 5,452
WB Developments 0 12,891
Other 2,775 2,481
Total 128,738 153,436

Further details can be found in the Council's accounts Note 31.

Note 10. Analysis of Bank Overdraft and Cash and Cash Equivalents

31 March | 31 March

2015 2016

Bank Overdraft and Cash and Cash equivalents £000s £000s
Cash at bank and in hand 24,666 21,723
Call accounts 40,341 10,630
Investments less than 3 months 63,507 69,514
Total 128,514 101,867
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Note 11. Short-Term Creditors

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 2016. Amounts owed by the Council to Destination
Manchester Ltd have been removed as they are classed as intra-company transactions.

31 March | 31 March

2015 2016

£000s £000s
Manchester City Council 167,305 191,801
Adjustments for intra-company transactions (trade creditors) (830) 489

166,475 192,290

Destination Manchester Limited

Trade Creditors 1,614 840
Accruals and deferred income 5,342 5,326
Corporation tax 0 268
Other taxes and social security costs 556 561
Total 173,987 199,285

Further details can be found in the Council's accounts Note 33.

Note 12. Deferred Liabilities

Short
Term |Long Term
31 March | Repaid | Additions | 31 March | 31 March | 31 March

2015 in year in year 2016 2016 2016

£000s £000s £000s £000s £000s £000s
Ex GMC debt 15,948 (1,941) 0 14,007 2,044 11,963
Finance leases 1,719 (1,096) 0 623 147 476
Private Finance Initiatives 152,626| (22,257) 10,758| 141,127 15,001 126,126
Service Concession 0 (48) 2,945 2,897 277 2,620
Deferred taxation (Destination Manchester Ltd) 1,818 0 319 2,137 0 2,137

172,111) (25,342) 14,022 160,791 17,469 143,322

Note 13. Group Reserves

31 March | 31 March
2015 2016
£000s £000s
Usable Reserves
Manchester City Council * 445,418] 383,624
Unusable Reserves
Manchester City Council * 1,083,230| 1,392,610
Group Income and Expenditure Reserve
Manchester Airports Holdings Ltd 768,678 816,882
Destination Manchester Ltd 6,072 6,351
Total Group Income and Expenditure Reserve 774,750 823,233
Total 2,303,398 2,599,467

* Further detail can be found in the Council's accounts Notes 38 and 39.
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Note 14. 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 £10.76m in 2015/16 (£12.28m in 2014/15).

Note 15. Related Party Transactions

As at 31 March 2016 the amount of loans outstanding owed by Manchester Airports Holdings Limited to Manchester City
Council was £83.2m (£83.2m at 31 March 2015).

Destination Manchester Limited purchased goods and services from Manchester City Council during 2015/16 to the value of
£3.71m (£0.659m in 2014/15) and had outstanding loans to the Council of £20.9m at 31 March 2016 (£21.6m at 31 March
2015).

The directors of Destination Manchester Limited during 2015/16 were Richard Paver, then City Treasurer of the Council and
Sir Howard Bernstein, Chief Executive of the Council.

There is one non-executive directors on the board of Manchester Airports Holdings Limited who is a representative of the
Council. This is Councillor Sir Richard Leese, Leader of the Council.
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Note 16. Cash Flow Statement - Adjustments to net deficit on the provision of services for non-

cash movements

Restated
2014/15 2015/16
£000s £000s

Depreciation of non-current assets (45,675) (49,782)
Impairment of non-current assets (116,792) (100,937)
Amortisation of intangible non-current assets (491) (144)
Pension fund adjustments (31,796) (27,737)
Movement in market value of investment property 50,564 18,613
Differences between statutory accounting and amounts
recognised as income and expenditure in relation to financial
instruments 1,667 2,932
(Increase) in impairment provision for bad debts (6,962) (7,695)
Contributions to provisions (7,833) (5,390)
Carrying amount of property, plant and equipment, investment
properties and intangible assets sold (87,701) (43,790)
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 6,291 44,946
Other non-cash movements 23,499 16,804
Increase / (decrease) in inventories (94) 328
Increase / (decrease) in debtors (less capital) (14,124) 13,383
Increase / (decrease)in interest debtors (4,588) (5,509)
(Increase) in creditors (less capital) (32,836) (19,394)
(Increase) / decrease in interest creditors 53 110
Total (266,818) (163,262)

Note 17. Cash Flow Statement - Adjustments for items included in the net or deficit on the provision of

services that are investing and financing activities

2014/15 2015/16
£000s £000s

Proceeds from the disposal of property, plant and equipment,

investment properties and intangible assets 20,436 36,918
Capital Grants credited to deficit on the provision of services 74,931 36,744
Other adjustments for items included in the net deficit on the

provision of service that are investing or financing activities (18,182) (13,363)
Total 77,185 60,299
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Note 18. Cash Flow Statement - Operating Activities

The cash flows for operating activities include the following items:

2014115 2015/16
£000s £000s
Interest received (16,734) (12,625)
Interest paid 35,516 34,184
Dividends received (27,335) (35,713)
Taxation (171) (268)
Total (8,724) (14,422)
Note 19. Cash Flow Statement - Investing Activities
2014/15 2015/16
£000s £000s
Purchase of plant, property and equipment, investment
property and intangible assets 155,722 174,546
Proceeds of plant, property and equipment, investment
property and intangible assets (20,436) (36,918)
Capital grants received (61,125) (17,580)
Other receipts from investing activities (14,748) (29,687)
Total 59,413 90,361
Note 20. Cash Flow Statement - Financing Activities
2014/15 2015/16
£000s £000s
Repayments of long and short term borrowing 12 11,008
Cash payments for the reduction of outstanding liabilities
relating to finance leases and PFI| contracts 6,501 15,461
Cash receipts of long and short-term borrowing (11,764) (6,558)
Net (receipts) relating to preceptors element of council tax (973) (443)
Net (receipts) relating to national non domestic rates for
government and dire authority proportions (6,298) (29,996)
Total (12,522) (10,528)
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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

Items 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 Rates that it collects, and out of which are to be paid precepts issued

by precepting authorities, its own demands and share of business rates to Central
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, Wales and
Scotland’s largest city economies outside London - Birmingham, Bristol, Cardiff,
Glasgow, Leeds, Liverpool, Manchester, Newcastle, Nottingham and Sheffield.

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
For 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 propenty, plant and equipment.

Exceptional Items

Material items which derive from effects or transactions that fall within the ordinary
activities of the authority and which need to be disclosed separately 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.

Fair Value

The fair value of an asset is the price at which it could be exchanged in an arms
length transaction.
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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 earmed 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.

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.
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Investment Properties

These are property 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 to all local authorities. Local
authorities collect the national non-domestic rate and pass 50% to the Government.
Notional accounting adjustments

Adjustments made to the figures within the accounts that reverse entries required in
accordance with International Financial Reporting Standards that do not need to be

funded as part of the Council’'s budget e.g. depreciation.

Observable Inputs

Those that are developed using market data, such as publicly available information
about actual events or transactions, and that reflect the assumptions that buyers and
sellers would use when pricing the asset or liability.

Operating Lease

A lease other than a finance lease.

Outturn

Actual net expenditure and income that is compared to the budget.
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Past Service Cost

For 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.

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 matched by,
the Council’s property, plant and equipment.

Revenue Support Grant (RSG)

A grant paid by the Government to each local authority to help to finance its general
expenditure.
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Settiement

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.

Unobservable Inputs

Inputs for which market data is not available and that are developed to estimate fair
value using the best information available to the Council about the assumptions that
buyers or sellers would use when pricing the asset or liability. The most significant of
these inputs used in fair value measurement include management assumptions
around rent growth and vacancy levels of properties.
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1.1

1.2

1.3

1.4

2.1

2.2

Introduction

This statement provides a concise overview of how the Council's governance
arrangements operate, including how they are reviewed annually to ensure they remain
effective. A brief summary of significant governance challenges which the Council faces is
also given, alongside an explanation of what actions have been taken to bring about
required improvements, and what work is still to be done. This provides transparency, and
gives assurance that the Council is committed to continuously improve the way in which it
functions. More detail on particular topics can be accessed by clicking on the hyperlinks
which are highlighted and underlined throughout the document.

The Council operates in a complex and constantly evolving financial, policy and legislative
environment. The role, responsibilities and funding models of local government are in a
period of rapid transition. During 2015/16 central government grant funding to the Council
continued to reduce, business rate growth retention was being triailed in the Greater
Manchester region, and further devolution of powers has taken place. A significant
development in the devolution process has been the Council's work with the other local
authorities in the region, and NHS partners to prepare for the transfer of control of the
region’s health and social care budget from April 2016. The five year vision for the region
is set out in the The Plan for Health and Social Care.

The changes taking place present both opportunities and challenges. Therefore the
Council must continue to engage in a broad programme of innovation and reform work so
that it can maintain services for residents which are efficient, effective and value for money
using available resources. This document explains the governance mechanisms in place
to ensure appropriate oversight of this work.

Whilst this document focuses on governance, the Council's Annual Report provides an
overview of the context in which it operates, its performance and achievements, and how
public money was spent.

Scope of Responsibility

Manchester City Council is responsible for ensuring that its business is conducted in
accordance with the law 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 Code is included in the Council’s Constitution (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.
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2.3

2.4

3.1

3.2

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). CIPFA has issued a 2016 update to the Framework, which will be
applicable for the preparation of the Annual Governance Statement (AGS) from 2016/17
onwards.

This AGS explains how the Council has complied with the Code of Corporate Governance.
The AGS also meets the requirements of the Accounts and Audit (England) Regulations
2015 regulation 6(1) which requires all relevant bodies to prepare an Annual Governarnce
Statement (AGS).

The Purpose of the Governance Framework

The governance framework comprises the systems and processes, culture and values by
which the Council is directed and controlled, and through which it is accountable to,
engages with and leads the community. It enables the Council to monitor the achievement
of its strategic objectives as set out in the new Manchester 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 reasonable 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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5.  Annual review of effectiveness of the governance framework

5.1  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 reftect the principles of the Code of Corporate Governance. This
section explains what arrangements were reviewed, and how this assurance was arrived
at.

5.2 As well as providing overall assurance about the Council’s governance arrangements,
the review mechanisms detailed in this section are used to identify governance
challenges. This process takes place in a cycle, to ensure a process of continuous
improvement, as illustrated below. The next section details progress made in addressing
these challenges.

The governance improvement cycle

¥ 1) The Council
" considers several
eﬂdei}%e s_ou_r;_:es 1:3
identify significant . )
govemancegchaﬂenges 2} Serior responsible
which it must address.  officers are identified
For example; by horizon . who oversee work {o
scanning for new . respondio each
legislation and challenge.
assassing internal
service govemance
questionnaires

3} Reporis are delivered to Audit
Committee through this statement
and the six month update on
progress in addressing each
challenge.

16

214



53

54

5.5

5.6

5.7

Leadership of governance and internal control

Responsibility for governance and internal control lies with the Chief Executive and the
Strategic Management Team (SMT). SMT receive a regular suite of assurance reports
from a number of sources, including the Corporate Risk Register, and the Performance
Management Framework which allows the Council to track performance towards its
agreed objectives. They meet annually to review the progress in addressing the
significant governance challenges which have been identified.

Summary of the process of challenge and scrutiny by Council and its Committees

The Council has four bodies responsible for monitoring and reviewing the Council's
governance;

/ The Executive ; Audit Committee )
l Approves the Council's Annual Accounts,
Proposes the budget and policy framework to oversees External Audit activity and oversees
Council and makes decisions on resources il the effectiveness of the Council's governance,
and priorities relating to the budget and policy | risk management and internal control
framework. I arrangements.
N J /
Resources and Governance \ / Standards Committee \
Committee
Promotes high standards of ethical conduct,
Considers the implications of financial advising on the revision of the Codes of
decisions and changes to corporate, Corporate Governance and Conduct for
partnership and city region governance Members.

\. arrangements. //, K j

Head of Audit and Risk Management Annual Opinion 2015/16

Overall governance, financial management arrangements, core systems and processes
across the Council remained generally sound. The Council objectives and priorities
were set through a clearly defined process that links budget, business and workforce
planning with multiple layers of officer and Member challenge and scrutiny. There are
many areas of innovation and excellence in risk and control as reflected in areas such
as partnership working, devolution, health and social care integration, reform,
regeneration and city wide resilience.

The Council and partners are also leading an ambitious plan of change to support
delivery of the revised strategy for the City: Our Manchester. This is based on
unprecedented levels of public engagement and is introducing a new way of conversing
-and engaging with communities and stakeholders in the City, to deliver a shared vision

. and secure the key priorities of economic growth and public service reform.

Whilst there is clear leadership, expertise and governance across the Council, there are
some key areas where improvement is required to strengthen key areas of control and
compliance. The risks and issues are understood by management; improvement plans
are in place with associated investment of resources; and there is the capacity to
improve. The delivery of improvement plans is underway in a number of areas and this
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5.8

5.9

5.10

should reduce the exposure to risk which currently impacts on the overall level of
assurance that can be provided for 2015/16.

The Head of Internal Audit and Risk Management can provide moderate assurance that
the Council’s governance, risk and control framework is generally sound and operated
reasonably consistently. The key governance, risk and internal control issues of which
the Head of internal Audit and Risk Management was made aware during the year and
that impact the overall opinion related to:

Children’s Services - There is ongoing action to address significant issues of concerns
raised in the Ofsted inspection July 2014 which provided an overall opinion that
arrangements in place for Children’s Services in Manchester were inadequate. The
Improvement Board continues to drive delivery of an Improvement Action Plan
developed to address the main recommendations in the report covering five key
assessment areas. Resourcing has been strengthened and a number of permanent
appointments have been made, including a permanent Strategic Director of Childrens
Services. Actions are underway but it is recognised that sustained focus on delivery of
plans must be maintained to ensure that the risks raised by Ofsted are fully addressed.
A further assessment from Ofsted is expected to provide an independent view of
progress during 2016.

Children’s and Families Compliance — A number of limited assurance opinions were
issued in the year in respect of Childrens and Families including: Social Care Casework
Looked After Children and Children Missing from Home or Care and Adults
Safeguarding Case management compliance. There remains a significant need to
strength the compliance with key controls in a number of areas.

Significant steps have been taken in strengthening leadership, structures and capacity
within ICT including the development of an information and ICT strategy, governance
and a new operating model however there remain key challenges to be addressed in
terms of resilience, disaster recovery capability and aspects of ICT security. These risks
are well understood, there is a positive capacity to improve and the position has
strengthened during the year but there is more to do.

The strengthening of arrangements to ensure delivery of the capital programme has
been recognised as an area requiring improvement. Challenges in terms of capacity
and capability to deliver the ambitions of the Council were identified by senior
management in the year, with a change in senior leadership capacity and third party
support introduced to deliver an improvement programme that is continuing. More
recently this has led to the establishment of an Interim Director to lead a programme of
improvement and consolidation of all highways functions.

In the year Internal Audit issued a number of “limited assurance” opinions but did not
issue any “no” assurance opinions. Where audit work highlighted areas for improvement

. recommendations were made to address the risk and management action plans agreed

or advice and guidance has been given to make changes.
As in previous years the context in which the Council operates remains a fundamental
challenge to corporate objectives and delivery. Savings plans have been established for

2016/17 which will have further impact on the way the Council operates. Whilst the
Council remains well placed to respond, the scale and pace of change required including
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5.1

2.12

2.13

reduced levels of resourcing and organisation change remains a fundamental risk to the
control environment and needs to be effectively managed.

Annual Review of the System of Internal Audit 2015/16

A self-assessment of Internal Audit carried out in May 2016 confirmed that the service is
considered to be meeting 89% of requirements in conformance with Public Sector
Internal Audit Standards (PSIAS) with a further 6% partially met. Several of the
outstanding requirements relate to the need for an external quality assessment to be
carried out. A review has been agreed to be carried out later in the year as part of a
reciprocal Core Cities |A External Quality Assessment process. The outcome of that
review will be used to inform the Quality Assurance Improvement Plan and an updated
view of the effectiveness of the service. It is expected that the level of conformance will
increase as a result as of the exercise and that governance and control will be further
strengthened as a result of any recommendations made.

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 areas highlighted by the work they have carried out. The Annual
Audit Letter 2014/15 was reported to Audit Committee in November 2015. The main
conclusions of the Audit Letter regarding the key assessment areas were:

Value for Money;

“We issued a qualified (‘'except for') VfM conclusion for 2014/15 on 29 September 2015.
On the basis of our work, and having regard to the guidance on the specified criteria
published by the Audit Commission, except in relation to the overall arrangements for
ensuring the effectiveness of Children's Services at the Council, we were satisfied that in
all significant respects the Council put in place proper arrangements fo secure economy,
efficiency and effectiveness in its use of resources for the year ending 31 March 2015..”

Financial statements audit;

“We reported our findings arising from the audit of the financial statements in our Audit
Findings Report at the Audit Committee held on 24 September 2015. The key messages
reported were:

* We identified one material adjustment affecting the Council and Group reported
financial position, relating to the carrying value of land acquired by the Council as
part of its regeneration initiatives; this adjustment had no impact on the Council or
Group useable resources.

+ We identified a small number of adjustments to improve disclosures within the
financial statements.

We issued an unqualified opinion on the Council's and the Group 2014/15 financial

- statements on.29 September 2015, meeting the deadline set by the Department for
-Communities'and Local Government. Qur opinion confirms that the financial statements

give a true and fair view of the Council's and Group financial position and of the income
and expenditure recorded by the Council and Group.”

The Council monitors the implementation of external audit recommendations. Assurance
reports are habitually presented to Audit Committee and Grant Thornton bi-annually

- summarising the Council’s performance in implementing recommendations effectively

and within agreed timescales. However, progress is also monitored through other
19
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5.14

5.15

5.16

517

relevant Committees and Scrutiny functions. A report was not presented in September
2015, but an update is scheduled for review in July 2016. An explanation of what the
Councit is doing to address the improvements required following the Ofsted inspection is
given in the next section.

Annual Review of the role and responsibilities of the Chief Finance Officer

As part of its work on governance and financial management across public services,
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 (CFO) 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 2015/16 review concluded that the CFO met the responsibilities of the Senior
Finance Officer in full and was ideally placed to develop and implement strategic
objectives within Manchester City Council, given his role as the City Council’'s Section
151 Officer and City Council Treasurer. He reported directly to the Chief Executive and
was a member of the Council's Senior Management Team. The CFO influenced all
material business decisions and oversaw 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. A new City Treasurer has now been appointed, who will
undertake the role of the Council's CFO from 2016/17 onwards.

Assessment of the robustness of corporate governance across services

As part of the process of identifying any areas where governance needs to be
strengthened across the organisation, services complete an annual questionnaire
indicating whether they comply with each of the criteria in the Code of Corporate
Governance. Analysis of the responses shows compliance with the Code is generally
robust. Areas of particular strength include;

Services effectively engage with elected members, for example by briefing them and
discussing new developments with them which affect their role.

Services horizon scan to identify emerging pieces of legislation and policy changes to
understand their potential impact.

Officers are aware of and know how fo engage with and support Scrutiny Committees.

The analysis has also identified areas to be strengthened, for example through the
business plannlng process. Examples include;

Further work needs to be done to ensure effective risk management methodology is
understood and embedded across all services, which supports the priorities of the Risk
and Resilience Strategy.

Workforce Plans need to be more effectively implemented to ensure that staff de\felop
skills which will contribute to the Council's objectives being met.

Services need to be supported to better understand their role in implementing public
service reform, and the principles of this work including behaviour change and
supporting independence.

20
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5.19

Evaluation of the effectiveness of processes to gain assurance about the
robustness of governance arrangements in the Council’s Significant Partnerships

The Council has a standardised approach to managing its partnerships as detailed in the
Partnership Governance Framework. This supports officers and stakeholders in
ensuring that good governance is understood and embedded from the outset, and
throughout the lifetime of all partnerships. The governance arrangements of the
Council’s partnerships which are on the Register of Significant Partnerships are self-
assessed annually, to provide assurance that effective arrangements are in place, and
to highlight any governance challenges which need to be addressed.

The annual self-assessment process has been developed so as to provide clear
accountability, and robust scrutiny and chalienge. It can be summarised as follows;

N
( Seif-Assessment
An Officer assesses a range of assurance criteria, for example Finance, and Audit and Risk

L Management arrangements for each Partnership. A recommended assurance rating is provided. )

s = ™
Independent Review !

An independent panel of Officers review assurance ratings proposed for all the Partnerships, to
assess whether sufficient evidence has been given to support the assurance level recommended.

e

e )

Strategic Management Oversight
Senior Officers oversee the proposed ratings o ensure they accurately reflect their knowledge of
the partnership.
= — 2
- ] - A
Audit Committee
The Committee provide scrutiny and challenge of the Register.
\— _ _ Y,

5.20 The Council works to continuously improve both governance in partnerships, and the

5.21

assessment process. Every six months Audit Committee scrutinises the progress which
has been made to implement improvements amongst those partnerships that the
process has identified have governance challenges to address. The assessment
process is also reviewed annually. In 2015/16 greater rigour has been provided by more
in-depth:questions relating to the financial arrangements of partnerships.

External inspection agencies

The Office for Standards in Education, Children’s Services and Skills (Ofsted) inspects
and regulates services which care for children and young people and those providing
education and skills for learners. It publishes all school inspection reports on its website,
in addition to the inspection reports for the services for children and families which the
Council provides. Following on from Ofsted’s “inadequate” judgement relating to
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Children’s Services and the Safeguarding Board in September 2014, the Council has
continued to progress a number of measures which are driving forward improvements.
This is explained in detail in the foliowing section.

The Care Quality Commission (CQC) is the regulatory body responsible for the quality of
health, mental health and adult social care services in England. The CQC advises
Councils that, although not a statutory requirement, it is good practice to produce “local
accounts”. 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 Council's Local Accounts
are reviewed by Health Scrutiny Committee.
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	Objective 1 – Knowing Manchester Better
	Cost of Council Services
	Financial Position
	Cost of Council Housing Services
	Capital Expenditure

	£000s
	£000s
	£000s
	Amount to be met from Government Grants and Local Taxation 
	438,990
	(1,042,499)
	1,481,489
	Financed By:
	438,990
	Total General Income  
	1,743,294
	Total
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	Total
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	Net Worth of the Council
	Income
	86,731
	Expenditure
	(676)
	Total Deficit for the Year
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	Housing Revenue Account Surplus at 31 March 2015
	86,010
	Housing Revenue Account Surplus at 31 March 2016
	246,561
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