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Narrative Statement

This report sets out to provide the context for the
Council’s financial statements and to demonstrate
how the Council has achieved its desired
objectives for 2020/21.

1. Introduction

Leicester City Council is a unitary authority in the
East Midlands, consisting of 54 councillors, repre-
senting 22 wards in the city, overseen by a
directly elected mayor.

The Council’s responsibilities are wide-ranging
and include services it is legally required to
provide (e.g. adult social care and waste collec-
tion) as well as discretionary services such as
parks, open spaces and leisure centres.

Leicester City Council employs more than 11,000
staff, who are responsible for delivering services
to a diverse range of customers. Examples of the
areas in which they work are below:

e Neighbourhood and Environmental Services

e Adult Social Care

e Children’s Social Care

e Housing

e Public Health & Sports

e Roughly half the employees work within our
schools.

2020/21 has of course been dominated by the
Covid-19 pandemic. The most significant impacts
on our finances have been additional costs in
managing the impact of the pandemic locally; and
losses of income due to closed facilities and re-
duced public movement. We have received sub-
stantial government grants and it is not believed
that the pandemic will affect our financial viability.
Further costs will be incurred (and grant received)
in 2021/22 and the pandemic remains a signifi-
cant risk.

Throughout 2020/21 the Council has supported
local businesses, administering a significant
scheme of grants and reliefs to affected business-
es. The Council paid out £105.7m in grants where
the authority was acting as an Agent and has
therefore not recognised these in the accounts.

The vision of the Council is that we will operate
with creativity and drive for the benefit of Leices-
ter and its people. To achieve this, we have com-
mitted to five values:

¢ Be confident

e Beclear

o Be respectful

¢ Be fair

¢ Be accountable

The Mayor’s vision for the Council is to enhance
people’s confidence and pride in our city,

because when people feel proud about where
they live they become part of it. The Mayor’s key
pledges in 2020/21 are:

e A Fair City

e Homes for All

e Connecting Leicester

e Sustainable Leicester

e Health & Care

e Lifelong Learning

e A City to Enjoy

e A Safe and Inclusive Leicester

These key pledges set the medium to the long —
term strategies of the Council.

Some of the key outcomes from the Mayor’s
pledges in 2020/21 have been:

e Continuing significant infrastructure works to
improve local transport routes through the
City.

e The Council continues to manage its budget
without crisis.

e Progress was made in relation to the Water-
side Regeneration project.

e Continued investment in Council housing and
the approval of significant investment in afford-
able housing going forward.

e The Council has worked with local business
and residents to support them through the
pandemic.
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Narrative Statement

2. Financial Performance

2020/21 Spend by Category

The budget for 2020/21 followed a decade of (General Fund Net Spend)

Government austerity. It was a one year budget,

set in anticipation of more detailed spending = City Development,
plans from the Government for 2021/22 on- Neighbourhoods & Housing
wards. Shortly after the budget was agreed, a
pandemic was declared, and the focus became
on monitoring the financial impact. The outturn
for 2020/21 was achieved without requiring any
unbudgeted in-year cuts. Future planning has
naturally been disrupted by the pandemic and
we do not have Government plans for 2022/23. It
is anticipated that future spending cuts will be
required as the Government seeks to repair the
damage done to national finances by the pan-

B Adult Social Care

® Education & Childrens' Services

B Health Improvermnent & wellbeing

m Corporate Resources & Support

m Capital Financing

demic.
Net expenditure on provision of services was 2020/21 Sources of Funding
£331m in 2020/21 and £354m in 2019/20. The (General Fund)
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chart to the right sets out the spend by General
Fund service area.

The services above are funded through various ¥ Public Health Grant

resources as demonstrated below. = Government Grants

" Business Rates

The Expenditure and Funding Analysis at note 2
in the accounts shows the relationship between
the outturn position above and what is reported
in the Council's Comprehensive Income & Ex-
penditure Statement.

® Council Tax

M Reserves




Narrative Statement

Pension Liabilities

The Council is a member of the Leicestershire Pension Deficit
local authority pension scheme. In common £m

with most such schemes, the Council’s share of

the pension fund shows a significant deficit. 1000

This represents the difference between ex- 900

pected investment returns and the cost of 800
providing benefits to scheme members which 700

have been earned to date, whilst also taking 600
into account the contributions made by the 500
Council. 400
- , 300
Variations between the vyears will occur,
principally due to changes in assumptions 200
made by the scheme actuaries about the 100
growth of future liabilities and rates of returns 0 ‘ ‘

on the fund’s investments. The graph to the
right illustrates the volatility that can occur on a
year-by-year basis because of these changes,
and hence, the limited context in which annual
movements should be viewed.

31st March 2016
31st March 2017
31st March 2018
31st March 2019
31st March 2020
31st March 2021
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Narrative Statement

Net Assets

The Council maintains a strong balance sheet
despite financial challenges, with net assets
of £1,623m at 31st March 2021 (£1,787m at
31st March 2020).

Within the usable reserve balance as at 31st
March 2021 are Government grants in relation
to collection fund deficits. It's important to
note they are intended to be discharged
against the Collection Fund Deficit from
2021/22 and do not represent additional
spending power taken forward in to 2021/22.
They are currently held in an earmarked re-
serve (see note 10).

Cash Flow Management

Mon current
assets
{property and
investments)
£2,611m

Met current
assets (debtors,
creditors and
cash) £178m

£2,789m

F, -
" -
o
St

Long term
liabilities
{pensions and
provisions)
(£1,166m)

(£1,166m)

\%"ﬂs -.R‘c"k
g gt
i

Net assets £1,623m

31 March 2021

Funded by:
Usable reserves
£572m

Unusable

reserves
£1,051m

£1,623m

Non current
assets
(property and
investments)
£2,601m

Net current
assets (debtors,
creditors and
cash) £96m

£2,697m

oy, -
o
ggat?

Long term
liabilities
{pensions and
provisions)
(£910m)

(£910m)

. "
ayy, e
Yy,

g™

Net assets £1,787m
31 March 2020

Cash management differs from budget management in that cash
balances do not represent sums which could be used to support
the budget.

The Council’s treasury strategy is based on utilising cash bal-
ances to fund capital expenditure without the need to borrow.

The pandemic affected our approach to cash management, with
a strong focus on liquidity becoming essential. The position was
strengthened by the early receipt of some government grants.

Cash & Cash equivalents at 31st March 2021 were £103m,
£44m higher than the previous year, as a result of receiving
many government grants ahead of need. A substantial portion of
the Council’s cash balances can only be used to repay debt, but
this is seldom possible as Government rule changes made it
prohibitively expensive to repay PWLB debt.

Funded by:
Usable reserves
£469m

Unusable

reserves
£1,318m

£1,787m
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Narrative Statement

Capital

The Council has an ambitious capital programme
aimed at regenerating the City, including:

¢ Neighbourhood works

e Council house improvements
¢ Additional school places

« Affordable Housing

Capital expenditure of £139m was incurred in
2020/21 compared to £120m in 2019/20. Details
of the spending can be seen in the table.

The key projects within 2020/21 that are expected
to continue during 2021/22 and beyond are
Connecting Leicester scheme, redevelopment of
Waterside, and creation of additional school plac-
es.

Capital Expenditure 2020/21

Category £m Spending includes;

Planning, Development & Transport 50.4 Leicester North West Major Transport Scheme,
Connecting Leicester, Waterside Strategic
Regeneration area, Pioneer Park Commercial
Workspace, Ashton Green

Housing Revenue Account 41.4 Affordable Housing Acquisitions, Council
House Improvements; including environment
and communal

Schools 25.9 Schools’ maintenance, additional Primary,
Secondary and Send places

Tourism, Culture & Inward Investment 25 Jewry Wall Museum, Leicester Market redevel-
opment & Growth Hub

Estates & Building Services 6.4 Haymarket House, Property and Operational
Estate Maintenance

Neighbourhood & Environmental Ser- 4.4 Waste vehicles, St Mary’s Allotment improve-

vices ments, Parks & Open Spaces

Housing General Fund 4.2 Disabled facilities grant, Vehicle Fleet Replace-
ment Programme

Other 3.9 Children’s Homes, ICT investment & Public
Health capital schemes

TOTAL 139.1
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Narrative Statement

Leicester and Leicestershire Enterprise Partnership (LLEP)

The Council is the accountable body for LLEP Limited. The LLEP is a The table below shows the total operating income & expenditure for the
strategic body made up of local government and business leaders as well LLEP during 2020/21.
as senior education and third sector representatives. The LLEP’s remit is
to drive forward regeneration and growth of the local economy, by: 20/21
£000's
e Working with Government to set out key investment priorities for Income
Leicester & Leicestershire Grants 640
e Engaging with business, local authorities, Higher Education, Further Contributions 250
Education, the voluntary sector and other stakeholders National and Local Programme Income 1,422 =
P
e Facilitating local partnership working and relations with national Gov- Fees, Interest and Other Income —Zg;; S
ernment . - =
_ _ _ . _ Expenditure (J_>)
e Influencing national Government economic policy and spending Staffing 929 Q
e Investing LLEP funding and aligning partner resources Running Costs 332 S
o . L . Accountable Body Costs 182 7
e Through its investments, influence and activities ensure positive out- Programme Delivery 1,307 o
comes for the local economy 2750 S
_— = o
Net Surplus / (Deficit) 73 N

As the accountable body for the LLEP the Council looks after the body’s
finances. As at the 31% March 2021 the Council was holding £18.2m of the
LLEP’s balances, this is shown as a creditor in the balance sheet. The
LLEP’S income and expenditure is not included in the core statements of

the Council.

The LLEP is also responsible for administering the surplus for the Leicester
& Leicestershire Business Rates Pool.




Narrative Statement

3. Governance

Details regarding the Council’'s governance
arrangements can be found in the Annual
Governance Statement (page 152) along with
the significant risks facing the authority.

4. Looking Ahead

The Council has set a balanced budget for
2021/22. Further detail on the Council’s long-
term strategy can be found in the budget report,
which is available on the Council’s website.

The future outlook is going to be heavily contin-
gent on the long-term consequences of the pan-
demic and the Government's response
(including any new expectations placed on the
Council to be ready for any future pandemic).
The Government's proposed changes to local
government finance, including a review of how
funding is allocated, will no longer take place in
2021/22. We do not know the extent to which
any fundamental changes to the cost bases of
local authorities will be met by Government
grant.

It is anticipated that the Government will make
spending cuts in order to rebalance the econo-
my, and the Council therefore needs to plan ac-
cordingly. Government spending plans for
2022/23 and beyond will not be published until
the Comprehensive Spending Review in autumn
2021.

Further detail on the risks facing the Council can
be found in the Annual Governance Statement.

5. Conclusion

The Council expects to operate within a reduc-
ing revenue budget envelope for the immediate
future. With continuing demographic and needs
led pressures, managing within its means whilst
providing good quality services will remain the
primary challenge to the Council.

The Council will need to continue to work to
ensure that it uses its cash and fixed asset
resources in the most efficient and effective way
possible. This will be important in maximising
available resources whilst operating with prudent
financial disciplines.

Further details on the Council’s organisational
structure, corporate plans and strategic issues
can be found in the Annual Governance
Statement.
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http://www.cabinet.leicester.gov.uk:8071/documents/g9403/Public%20reports%20pack%20Wednesday%2019-Feb-2020%2017.00%20Council.pdf?T=10

Narrative Statement

6. Structure of the Statement of Accounts and
Core Accounting Statements

The Statement of Accounts sets out the Council’s
income and expenditure for the year, and its
financial position at 31 March 2021. It comprises
core and supplementary statements, together with
disclosure notes. The format and content of the
financial statements are prescribed by the CIPFA
Code of Practice on Local Authority Accounting in
the United Kingdom 2020/21. This is based on
International Financial Reporting Standards
adopted for use in the public sector context.

The Core Statements are:

e The Comprehensive Income and Expendi-
ture Statement (CIES) — this shows the net
cost of providing services. This statement is
prepared on the accounting basis. The
Expenditure and Funding Analysis compares
the CIES with the level of income and ex-
penditure which are taken into account when
setting the annual budget and council tax,
since certain amounts are disregarded under
statute.

¢ The Movement in Reserves Statement is a
summary of the changes in the Council’s
reserves over the course of the year. Reserves
are divided into usable reserves which can be
used to fund future expenditure and unusable
reserves which are maintained to meet
statutory responsibilities.

e The Balance Sheet shows the Council’s
assets and liabilities at the year end. Net
assets are matched by reserves which may be
usable or unusable.

e The Cash Flow Statement shows the
changes in cash and cash equivalents during
the year and explains the reasons.

The Supplementary Financial Statements are:

e The Annual Governance Statement which
provides an overview of the Council’s key gov-
ernance arrangements. Along with updating
readers on the conclusions of the annual re-
view, including any changes and improve-
ments that are being made.

e The Housing Revenue Account is a statutory
ringfenced account relating to the provision of
rented social housing.

e The Collection Fund which records all income
and expenditure in relation to council tax and
business rates and the redistribution to pre-
cepting authorities.

The notes to these financial statements provide
more detail about the Council’'s accounting
policies and individual transactions.

Group Accounts Preparation:

The Council has not identified any subsidiaries,
associated companies or joint ventures in which it
has material interest and therefore is not required
to prepare group accounts.
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Statement of Responsibilities for the 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 Section 151 Officer.

. Manage its affairs so as to secure economic, efficient and effective use of resources and safeguard its assets.

. Approve the Statement of Accounts.

The accounts were approved at a meeting of the Audit & Risk Committee on the 29th September 2021.

Signed:
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Councillor Manjit Kaur Saini Date: 15/10/2021




Statement of Responsibilities for the Statement of Accounts (continued)

The Section 151 Officer Responsibilities

The Section 151 Officer is responsible for the preparation of the Council’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 Section 151 Officer has:
. Selected suitable accounting policies and applied them consistently;
. Made judgements and estimates that were reasonable and prudent;

. Complied with the local authority Code.

The Section 151 Officer has also:
. Kept proper accounting records, which were up to date;

. Taken reasonable steps for the prevention and detection of fraud and other irregularities.

| certify that the Statement of Accounts has been prepared in accordance with proper practices and presents a true and fair view of the financial position of the
City Council and its income and expenditure for the year ended 31 March 2021.
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Signed:

Alison Greenhill CPFA, Chief Operating Officer &Section 151 Officer Date: 15/10/21




Independent Auditor’'s Report to the Members of Leicester City Council

Independent auditor's report to the
members of Leicester City Council

Report on the Audit of the Financial
Statements

Opinion on financial statements

We have audited the financial statements of Leicester
City Council (the ‘Authority’) for the year ended 31 March
2021, which comprise the Comprehensive Income &
Expenditure Statement, Movement in Reserves State-
ment, the Balance Sheet, the Cash Flow Statement, the
Housing Revenue Account (HRA) Statements — Income
and Expenditure, the Housing Revenue Account (HRA)
Statements - Movement in Reserve, the Collection Fund
— Income and Expenditure Statement and explanatory
notes to the financial statements, including a summary of
significant accounting policies' The financial reporting
framework that has been applied in their preparation is
applicable law and the CIPFA/LASAAC Code of Practice
on Local Authority Accounting in the United Kingdom
2020/21.

In our opinion, the financial statements:

. give a true and fair view of the financial position of
the Authority as at 31 March 2021 and of its ex-
penditure and income for the year then ended;

. have been properly prepared in accordance with
the CIPFA/LASAAC Code of Practice on Local
Authority Accounting in the United Kingdom
2020/21; and

. have been prepared in accordance with the re-
quirements of the Local Audit and Accountability
Act 2014.

Basis for opinion

We conducted our audit in accordance with International
Standards on Auditing (UK) (ISAs (UK)) and applicable
law, as required by the Code of Audit Practice (2020)
(“the Code of Audit Practice”) approved by the Comptrol-
ler and Auditor General. Our responsibilities under those
standards are further described in the ‘Auditor’s respon-
sibilities for the audit of the financial statements’ section
of our report. We are independent of the Authority in
accordance with the ethical requirements that are rele-
vant to our audit of the financial statements in the UK,
including the FRC’s Ethical Standard, and we have ful-
filled our other ethical responsibilities in accordance with
these requirements. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide
a basis for our opinion.

Conclusions relating to going concern

We are responsible for concluding on the appropriate-
ness of the Section 151 Officer’s use of the going con-
cern basis of accounting and, based on the audit evi-
dence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant
doubt on the Authority’s ability to continue as a going

concern. If we conclude that a material uncertainty ex-
ists, we are required to draw attention in our report to the
related disclosures in the financial statements or, if such
disclosures are inadequate, to modify the auditor’s opin-
ion. Our conclusions are based on the audit evidence
obtained up to the date of our report. However, future
events or conditions may cause the Authority to cease to
continue as a going concern.

In our evaluation of the Section 151 Officer’s conclu-
sions, and in accordance with the expectation set out
within the CIPFA/LASAAC Code of Practice on Local
Authority Accounting in the United Kingdom 2020/21 that
the Authority’s financial statements shall be prepared on
a going concern basis, we considered the inherent risks
associated with the continuation of services provided by
the Authority. In doing so we had regard to the guidance
provided in Practice Note 10 Audit of financial state-
ments and regularity of public sector bodies in the United
Kingdom (Revised 2020) on the application of ISA (UK)
570 Going Concern to public sector entities. We as-
sessed the reasonableness of the basis of preparation
used by the Authority and the Authority’s disclosures
over the going concern period.

Based on the work we have performed, we have not
identified any material uncertainties relating to events or
conditions that, individually or collectively, may cast sig-
nificant doubt on the Authority’s ability to continue as a
going concern for a period of at least twelve months from
when the financial statements are authorised for issue.

Grant Thornton UK LLP. 1
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In auditing the financial statements, we have concluded
that the Section 151 Officer’s use of the going concern
basis of accounting in the preparation of the financial
statements is appropriate.

The responsibilities of the Section 151 Officer with re-
spect to going concern are described in the
‘Responsibilities of the Authority, the Section 151 Officer
and Those Charged with Governance for the financial
statements’ section of this report.

Other information

The Section 151 Officer is responsible for the other infor-
mation. The other information comprises the information
included in the Annual Accounts, other than the financial
statements, and our auditor’s report thereon. Our opinion
on the financial statements does not cover the other in-
formation and, except to the extent otherwise explicitly
stated in our report, we do not express any form of as-
surance conclusion thereon.

In connection with our audit of the financial statements,
our responsibility is to read the other information and, in
doing so, consider whether the other information is mate-
rially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to
be materially misstated. If we identify such material in-
consistencies or apparent material misstatements, we
are required to determine whether there is a material
misstatement in the financial statements or a material
misstatement of the other information. If, based on the
work we have performed, we conclude that there is a
material misstatement of the other information, we are
required to report that fact.

We have nothing to report in this regard.

Other information we are required to report on by
exception under the Code of Audit Practice

Under the Code of Audit Practice published by the Na-
tional Audit Office in April 2020 on behalf of the Comp-
troller and Auditor General (the Code of Audit Practice)
we are required to consider whether the Annual Govern-
ance Statement does not comply with ‘delivering good
governance in Local Government Framework 2016 Edi-
tion’ published by CIPFA and SOLACE or is misleading
or inconsistent with the information of which we are
aware from our audit. We are not required to consider
whether the Annual Governance Statement addresses
all risks and controls or that risks are satisfactorily ad-
dressed by internal controls.

We have nothing to report in this regard.

Opinion on other matters required by the Code of
Audit Practice

In our opinion, based on the work undertaken in the
course of the audit of the financial statements and our
knowledge of the Authority, the other information pub-
lished together with the financial statements in the Annu-
al Accounts for the financial year for which the financial
statements are prepared is consistent with the financial
statements.

Matters on which we are required to report by excep-
tion

Under the Code of Audit Practice, we are required to
report to you if:

. we issue a report in the public interest under sec-
tion 24 of the Local Audit and Accountability Act

2014 in the course of, or at the conclusion of the
audit; or

. we make a written recommendation to the Au-
thority under section 24 of the Local Audit and
Accountability Act 2014 in the course of, or at the
conclusion of the audit; or

. we make an application to the court for a declara-
tion that an item of account is contrary to law un-
der Section 28 of the Local Audit and Accounta-
bility Act 2014 in the course of, or at the conclu-
sion of the audit; or;

. we issue an advisory notice under Section 29 of
the Local Audit and Accountability Act 2014 in the
course of, or at the conclusion of the audit; or

. we make an application for judicial review under
Section 31 of the Local Audit and Accountability
Act 2014, in the course of, or at the conclusion of
the audit.

We have nothing to report in respect of the above
matters.

Grant Thornton UK LLP. 2
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Responsibilities of the Authority, the Section 151
Officer and Those Charged with Governance for the
financial statements

As explained in the Statement of Responsibilities set out
on pages 12 and 13, the Authority is required to make
arrangements for the proper administration of its finan-
cial affairs and to secure that one of its officers has the
responsibility for the administration of those affairs. In
this authority, that officer is the Section 151 Officer. The
Section 151 Officer is responsible for the preparation of
the Annual Accounts, which includes the financial state-
ments, in accordance with proper practices as set out in
the CIPFA/LASAAC Code of Practice on Local Authority
Accounting in the United Kingdom 2020/21, for being
satisfied that they give a true and fair view, and for such
internal control as the Section 151 Officer determines is
necessary to enable the preparation of financial state-
ments that are free from material misstatement, whether
due to fraud or error.

In preparing the financial statements, the Section 151
Officer is responsible for assessing the Authority’s ability
to continue as a going concern, disclosing, as applicable,
matters related to going concern and using the going
concern basis of accounting unless there is an intention
by government that the services provided by the Authori-
ty will no longer be provided.

The Audit and Risk Committee is Those Charged with
Governance. Those Charged with Governance are re-
sponsible for overseeing the Authority’s financial report-
ing process.

Auditor’s responsibilities for the audit of the finan-
cial statements

Our objectives are to obtain reasonable assurance about
whether the financial statements as a whole are free
from material misstatement, whether due to fraud or er-
ror, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assur-
ance but is not a guarantee that an audit conducted in
accordance with ISAs (UK) will always detect a material
misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, indi-
vidually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users
taken on the basis of these financial statements.

A further description of our responsibilities for the audit
of the financial statements is located on the Financial
Reporting Council’s website at: www.frc.org.uk/

auditorsresponsibilities. This description forms part of
our auditor’s report.

Explanation as to what extent the audit was considered
capable of detecting irregularities, including fraud

Irregularities, including fraud, are instances of non-
compliance with laws and regulations. We design proce-
dures in line with our responsibilities, outlined above, to
detect material misstatements in respect of irregularities,
including fraud. Owing to the inherent limitations of an
audit, there is an unavoidable risk that material misstate-
ments in the financial statements may not be detected,
even though the audit is properly planned and performed
in accordance with the ISAs (UK).

The extent to which our procedures are capable of de-
tecting irregularities, including fraud is detailed below:

We obtained an understanding of the legal and
regulatory frameworks that are applicable to the
Authority and determined that the most signifi-
cant ,which are directly relevant to specific asser-
tions in the financial statements, are those related
to the reporting frameworks (international ac-
counting standards as interpreted and adapted by
the CIPFA/LASAAC Code of Practice on Local
Authority Accounting in the United Kingdom
2020/21, the Local Audit and Accountability Act
2014, the Accounts and Audit Regulations 2015,
the Local Government Act 2003, the Local Gov-
ernment Act 1972, the Local Government and
Housing Act 1989, the Local Government Fi-
nance Act 1988 (as amended by the Local Gov-
ernment Finance Act 1992) and the Local Gov-
ernment Finance Act 2012.

We enquired of senior officers and the Audit and
Risk Committee, concerning the Authority’s poli-
cies and procedures relating to:

- the identification, evaluation and compliance
with laws and regulations;

- the detection and response to the risks of fraud;
and

- the establishment of internal controls to mitigate
risks related to fraud or non-compliance with laws
and regulations.

Grant Thornton UK LLP. 3
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http://www.frc.org.uk/auditorsresponsibilities
http://www.frc.org.uk/auditorsresponsibilities

We enquired of senior officers, internal audit
and the Audit and Risk Committee, whether
they were aware of any instances of non-
compliance with laws and regulations or wheth-
er they had any knowledge of actual, suspected
or alleged fraud.

We assessed the susceptibility of the Authority’s
financial statements to material misstatement,
including how fraud might occur, by evaluating
management's incentives and opportunities for
manipulation of the financial statements. This
included the evaluation of the risk of manage-
ment override of controls. We determined that
the principal risks were in relation to:

-journal entries that altered the Authority’s finan
cial performance for the year;

-potential management bias in determining ac
counting estimates, especially in relation to:

- the calculation of the valuation of the
Council’s land and buildings (including coun-
cil dwellings); and

- accruals of income and expenditure at the
end of the financial year.

Our audit procedures involved:

-evaluation of the design effectiveness of con
trols that the Section 151 Officer has in place to
prevent and detect fraud;

-journal entry testing, with a with a particular
focus on significant journals at the end of the
financial year, which impacted on the Authority’s
financial performance focus;

-challenging assumptions and judgements
made by management in its significant account-

ing estimates in respect of the valuation of land and
buildings and defined benefit pensions liability;

-assessing the extent of compliance with the rele-
vant laws and regulations as part of our procedures
on the related financial statement item.

These audit procedures were designed to pro-
vide reasonable assurance that the financial
statements were free from fraud or error. How-
ever, detecting irregularities that result from
fraud is inherently more difficult than detecting
those that result from error, as those irregulari-
ties that result from fraud may involve collusion,
deliberate concealment, forgery or intentional
misrepresentations. Also, the further removed
non-compliance with laws and regulations is
from events and transactions reflected in the
financial statements, the less likely we would
become aware of it.

The team communications in respect of poten-
tial non-compliance with relevant laws and regu-
lations, including the potential for fraud in reve-
nue and expenditure recognition, and the signifi-
cant accounting estimates related to the valua-
tion of the Authority’s land and buildings, council
dwellings and defined benefit pensions liability.

Assessment of the appropriateness of the col-
lective competence and capabilities of the en-
gagement team included consideration of the
engagement team's:

-understanding of, and practical experience with
audit engagements of a similar nature and com
plexity through appropriate training and
participation

-knowledge of the local government sector

-understanding of the legal and regulatory
requirements specific to the Authority including:

- the provisions of the applicable legislation

- guidance issued by CIPFA, LASAAC and
SOLACE

- the applicable statutory provisions.

In assessing the potential risks of material mis-
statement, we obtained an understanding of:

-the Authority’s operations, including the nature
of its income and expenditure and its services
and of its objectives and strategies to
understand the classes of transactions, account
balances, expected financial statement
disclosures and business risks that may result
in risks of material misstatement.

-the Authority's control environment, including
the policies and procedures implemented by the
Authority to ensure compliance with the
requirements of the financial reporting frame
work.

Grant Thornton UK LLP. 4
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Report on other legal and regulatory
requirements — the Authority’s arrange-
ments for securing economy, efficiency
and effectiveness in its use of re-
sources

Matter on which we are required to report by excep-
tion — the Authority’s arrangements for securing
economy, efficiency and effectiveness in its use of
resources

Under the Code of Audit Practice, we are required to
report to you if, in our opinion, we have not been able to
satisfy ourselves that the Authority has made proper
arrangements for securing economy, efficiency and ef-
fectiveness in its use of resources for the year ended 31
March 2021.

Our work on the Authority’s arrangements for securing
economy, efficiency and effectiveness in its use of re-
sources is not yet complete. The outcome of our work
will be reported in our commentary on the Authority’s
arrangements in our Auditor’'s Annual Report. If we iden-
tify any significant weaknesses in these arrangements,
these will be reported by exception in a further auditor’s
report. We are satisfied that this work does not have a
material effect on our opinion on the financial statements
for the year ended 31 March 2021.

Responsibilities of the Authority

The Authority is responsible for putting in place proper
arrangements for securing economy, efficiency and ef-
fectiveness in its use of resources, to ensure

proper stewardship and governance, and to review regu-
larly the adequacy and effectiveness of these arrange-
ments.

Auditor’s responsibilities for the review of the Au-
thority’s arrangements for securing economy, effi-
ciency and effectiveness in its use of resources

We are required under Section 20(1)(c) of the Local Au-
dit and Accountability Act 2014 to be satisfied that the
Authority has made proper arrangements for securing
economy, efficiency and effectiveness in its use of re-
sources. We are not required to consider, nor have we
considered, whether all aspects of the Authority's ar-
rangements for securing economy, efficiency and effec-
tiveness in its use of resources are operating effectively.

We undertake our review in accordance with the Code of
Audit Practice, having regard to the guidance issued by
the Comptroller and Auditor General in April 2021. This
guidance sets out the arrangements that fall within the
scope of ‘proper arrangements’. When reporting on
these arrangements, the Code of Audit Practice requires
auditors to structure their commentary on arrangements
under three specified reporting criteria:

. Financial sustainability: how the Authority plans
and manages its resources to ensure it can con-
tinue to deliver its services;

. Governance: how the Authority ensures that it
makes informed decisions and properly manages
its risks; and

. Improving economy, efficiency and effectiveness:
how the Authority uses information about its costs
and performance to improve the way it manages
and delivers its services.

We document our understanding of the arrangements
the Authority has in place for each of these three speci-
fied reporting criteria, gathering sufficient evidence to
support our risk assessment and commentary in our
Auditor's Annual Report. In undertaking our work, we
consider whether there is evidence to suggest that there
are significant weaknesses in arrangements.

Report on other legal and regulatory
requirements — Delay in certification of
completion of the audit

We cannot formally conclude the audit and issue an au-
dit certificate for Leicester City Council for the year end-
ed 31 March 2021 in accordance with the requirements
of the Local Audit and Accountability Act 2014 and the
Code of Audit Practice until we have completed:

o our work on the Authority’s arrangements for se-
curing economy, efficiency and effectiveness in
its use of resources and issued our Auditor’s An-
nual Report;

. the work necessary to issue our Whole of Gov-
ernment Accounts (WGA) Component Assurance
statement for the Authority for the year ended 31
March 2021;

Grant Thornton UK LLP. &
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We are satisfied that this work does not have a
material effect on the financial statements.

Use of our report

This report is made solely to the members of the
Authority, as a body, in accordance with Part 5 of
the Local Audit and Accountability Act 2014 and as
set out in paragraph 43 of the Statement of Re-
sponsibilities of Auditors and Audited Bodies pub-
lished by Public Sector Audit Appointments Lim-
ited. Our audit work has been undertaken so that
we might state to the Authority’s members those
matters we are required to state to them in an audi-
tor's report and for no other purpose. To the fullest
extent permitted by law, we do not accept or as-
sume responsibility to anyone other than the Au-
thority and the Authority's members as a body, for
our audit work, for this report, or for the opinions
we have formed.

Grant Fatterson

Grant Patterson, Key Audit Partner

for and on behalf of Grant Thornton UK LLP, Local
Auditor

Birmingham

Date: 15/10/2021

Grant Thornton UK LLP. 6
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Core Financial
Statements



The Comprehensive Income and
Expenditure Statement shows the
Council’s actual financial performance for
the year on the accounting basis,
measured in terms of the resources
consumed and generated over the
financial period under the relevant
accounting standards. This statement
shows a deficit in 2020/21 of £164m.

Comprehensive Income and Expenditure Statement

Total comprehensive income and
expenditure includes various transactions
which illustrate aspects of the Council’s
financial position but do not impact on the
‘bottom line’ amounts chargeable to
taxpayers, in particular gains on the
revaluation of pension liabilities and gains
on revaluation of property assets.

2019/20 2020/21
Gross Exp Income Net Exp Gross Exp Income Net Exp
£000 £000 £000 £000 £000 £000
192,326 (65,792 126,534 City Development & Neighbourhoods 175,946 (52,696) 123,250
83,625 (79,655 3,970 Housing Revenue Account (HRA) 80,912 (79,888) 1,024
166,407 (69,333 97,074 Adult Social Care 189,950 (91,143) 98,807
26,174 (32,972 (6,798) Health Improvement & Wellbeing 23,399 (29,000) (5,601)

46,919 (18,961 27,958
92,276 (94,258 (1,982)
(4,505) (7,839)  (12,344)

)
)
)
)
401,973  (281,925) 120,048
)
)
)
- (518) (518)

Education & Children's Senices
Corporate Resources & Support
Housing Benefits
Corporate ltems
Capital Financing

377,888  (291,964) 85,924
58,713  (25,863) 32,850
85,246  (86,599) (1,353)

1,404 (4,493) (3,089)
(517) (517)

1,005,195 (651,253) 353,942

Cost of Services

993,458 (662,163) 331,295
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Comprehensive Income and Expenditure Statement (continued)

2019/20 2020/21
Gross Exp Income NetExp Gross Exp Income Net Exp
£000 £000 £000 Note £000 £000 £000

54,851 Other Operating Expenditure 11 (965)
35,096 Financing and Investment Income and Expenditure 12 28,324 z
P
(=
(309,592) Taxation and Non-Specific Grant Income 13 (386,303) =
>
o)
134,297 (Surplus) or Deficit on Provision of Services 14 (27,649) §
Pz
—
(74,561) (Surplus) or Deficit on Revaluation of Property, Plant and 26b (53,456) S
Equipment Assets §
N

(254,639) Remeasurement of the Net Defined Benefit Pension 42 245,315
Liability
(329,200) Other Comprehensive Income & Expenditure 191,859

(194,903) Total Comprehensive Income & Expenditure 164,210




Movement in Reserves Statement

The Movement in Reserves Statement shows the movement in the year on the different reserves held by the Council, analysed into “usable
reserves” (those that can be applied to fund expenditure or reduce local taxation) and unusable reserves which contain items that illustrate the difference
between the Council’s financial position under accounting standards (the “accounting basis”) and the amount charged to the taxpayer for the year (the

“funding basis”).

2020/21 General General Housing Major Capital Capital Total Total
Fund Earmarked Fund Revenue Repairs Receipts Grants Usable Unusable Authority
Balance Reserves Total Account Reserve Reserve Unapplied Reserves Reserves Reserves
Note £000 £000 £000 £000 £000 £000 £000 £000 £000 £000
fBoar::::: at 31st March 2020 brought (15,000) (244,434) (259,434) (32,825) - (110,441) (66,628) (469,328) (1,317,779) (1,787,107)
Total Comprehensive
Expenditure and Income (40,856) (40,856) 13,207 (27,649) 191,859 164,210
Adjustments between
accounting basis & Funding 9 (42,922) (42,922) (16,139) (6,357) (9,403) (74,821) 74,821 -
basis under regulation
Transfers to/(from)
Earmarked Reserves 10.25 83,778 (83,778) i i i
SElEED fU Al e 2 @z (15000) (328212) (343212) (35757) -  (116,798) (76,031) (571,798) (1,051,009) (1,622,897)
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Movement in Reserves (continued)

2019/20 General Housing Major Capital Capital Total Total
Fund Earmarked General Fund Revenue Repairs Receipts Grants Usable Unusable Authority
Balance Reserves Total Account Reserve Reserve Unapplied Reserves Reserves Reserves
Note £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 |

Restated Balance at 31st March 2019
brought forward

(15,000) (222,005) (237,005) (30,508) (105,823) (69,665) (443,001) (1,149,203) (1,592,204)

Total Comprehensive

. 116,867 - 116,867 17,430 - - - 134,297 (329,200) (194,903)
Expenditure and Income

Adjustments between
accounting basis & Funding 9 (139,296) - (139,296) (19,747)
basis under regulation

(4,618) 3,037 (160,624) 160,624 -

Transfers to/(from)

Earmarked Resenes 10,25 22429 (22,429 - - - - - o ; .
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Balance at 31st March 2020 carried

15,000 244,434 259,434 32,825
e (15000) (244434)  (259434)  (32.825)

(110,441) (66,628) (469,328) (1,317,779) (1,787,107)




Balance Sheet

The Balance Sheet shows the Council’s assets
and liabilities.

The top of the Balance Sheet shows the
Council’'s net assets. Assets include property, plant
& equipment, intangible assets, amounts owed to
the Council and the Council’s cash and financial
investments. Liabilities include amounts owed by
the Council (including conditional funding received),
provisions made in respect of future events (see
Note 24), the Council’s borrowing and the deficit
on the Council’s pension fund.

The bottom of the Balance Sheet shows how the
Council's net assets are financed by reserves,
which are divided into wusable and unusable
reserves.

31st March 31st March
2020 Note 2021
£000 £000
2,410,395 Property, Plant & Equipment 15 2,467,179
90,491 Heritage Assets 16 91,439
940 Intangible Assets 17 1,522
85,000 Long Term Investments 18 38,000
13,831 Long Term Debtors 20 13,329
2,600,657 Long Term Assets 2,611,469
153,712 Short Term Investments 18 168,439
2,100 Assets Held For Sale (<1 year) 22 1,847
2,747 Inventories 19 2,811
54,857 Short Term Debtors 20 94,995
59,043 Cash and Cash Equivalents 21 102,791
272,459 Current Assets 370,883
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Balance Sheet (continued)

31st March 31st March
2020 Note 2021
£000 £000
(34,046) Short Term Borrowing 18 (13,744)
(137,653) Short Term Creditors 23 (173,656)
(4,620) Provisions (<1 year) 24 (5,559)
(176,319) Current Liabilities (192,959)
(12,524) Provisions (>1 year) 24 (8,663)
(180,115) Long Term Borrowing 18 (180,111)
(703,168) Other Long Term Liabilities 18 (970,902)
(13,884) Capital Grants Receipts in Advance 35 (6,820)
(909,691) Long Term Liabilities (1,166,496)
1,787,106 Net Assets 1,622,897
Represented by:
469,328 Usable Reserves 25 571,798
1,317,778 Unusable Reserves 26 1,051,099
1,787,106 Total Reserves 1,622,897
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Cash Flow Statement

The Cash Flow Statement shows the
changes in cash and cash equivalents
of the Council during the reporting
period. The statement shows how the
Council generates and uses cash and
cash equivalents by classifying cash
flows as operating, investing and
financing activities. The amount of net
cash flows arising from operating
activities is a key indicator of the
extent to which the operations of the
Council are funded by way of taxation
and grant income or from the
recipients of services provided by the
Council. Investing activities represent
the extent to which cash outflows
have been made for resources which
are intended to contribute to the
Council’s future service delivery.

2019/20
2020/21
£000 Note £000
134,297 Net (surplus) or deﬁglt on the provision of (27,649)
senices
Adjustments to net surplus or deficit on the
(260,918) provision of senices for non-cash 27 (136,161)
movements
Adjustments for items included in the net
76,714 surplus or deficit on the provision of senvices 27 109,569
that are investing or financing activities
(49,907) Net cash flows from Operating Activities (54,241)
50,997 Net cash flows from Investing Activities 28 (21,076)
(18,460) Net cash flows from Financing Activities 29 31,569
Net (increase) or decrease in cash and
(17,370) ( ) ) (43,748)
cash equivalents
41,673 Cash in hand / (overdraft) and cash equivalents at the beginning of the reporting period 59,043
Cash in hand /(overdraft) and cash equivalents at the end of the reportin
59,043 ( ) J Porting 21 102,791

period
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Explanatory
Notes To The
Core Financial
Statements



Note 1 Accounting Policies

Changes in Accounting Policies

In 2020/21 there are no changes to our
accounting policies.

Accounting Policies for 2020/21

1. General Principles

The Statement of Accounts summarises the City
Council’s transactions for the 2020/21 financial
year and its position at the year end of 31 March
2021. The Council is required to prepare an
annual statement by the Accounts and Audit
Regulations 2015, which those regulations
require to be prepared in accordance with proper
accounting practices. These practices comprise
the Code of Practice on Local Authority
accounting in the United Kingdom 2020/21,
supported by International Financial Reporting
Standards (IFRS).

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. Figures within the Statement of
Accounts may be adjusted by up to £2,000 to
take account of rounding differences arising due
to reporting figures in thousands (£000s)

2. Recognition 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 contracts with service
recipients, whether for services or the
provision of goods, is recognised when (or
as) the good or services are transferred to
the service recipient in accordance with the
performance obligations of the contract.

. Supplies are recorded as expenditure when
they are consumed. Where supplies are
held for future use they are shown as
inventories on the Balance Sheet

. Expenses in relation to services received
(including services provided by employees)
are recorded when the services are
received rather than when payments are
made

. Interest payable on borrowings and
receivable on investments is accounted for
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 revenue and expenditure have been
recognised but cash has not been received or
paid, a debtor or creditor for the relevant amount
is recorded on the Balance Sheet. Where debts
may not be settled, the balance of debtors is
written down and a charge made to revenue for
the income that might not be collected.

3. Cash and Cash Equivalents

Cash is represented by cash in hand and
deposits with financial institutions repayable
without penalty on notice of not more than 24
hours. Cash Equivalents are investments that
mature within three months from the date of
acquisition and are readily convertible to known
amounts of cash with insignificant risk of change
in value.

In the Cash Flow Statement, cash and cash
equivalents are shown net of bank overdrafts that
are repayable on demand and form part of the
Council's cash management.

4. Charges to Revenue for Non-Current
Assets

Service revenue accounts & support services are
charged with the following amounts to record the
real cost of holding non-current assets during the
year:

. Depreciation attributable to the assets used
by the relevant service. Depreciation is
calculated on opening Net Book Values
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Note 1 Accounting Policies (continued)

4. Charges to Revenue for Non-Current
Assets (continued)

. Revaluation & impairment losses on assets
used by the service where there were no
accumulated gains in the Revaluation
Reserve against which the losses can be
written off.

. Amortisation of intangible non-current
assets attributable to the service.

The Council is not required to raise Council Tax
to cover depreciation, impairment losses or
amortisations. However, the Council’s policy is to
make an annual provision from revenue to
contribute towards the reduction in its overall
borrowing requirements. This is known as
“‘Minimum Revenue Provision” (MRP). The
Council is also able to make additional voluntary
MRP known as “Voluntary Set Aside” (VSA).

Depreciation, revaluations, impairment losses and
amortisations are therefore replaced by MRP and
VSA in the Movement in Reserves Statement, by
way of an adjusting transaction within the Capital
Adjustment Account for the difference between
the two.

The Council’s full policy on the calculation of
Minimum Revenue Provision is set out in the
annual budget approved by Council. The
Council’'s MRP policy brings the charge into line
with asset lives.

5. Council Tax & Non Domestic Rates

The Council as a billing authority acts as agents,
collecting council tax and non-domestic rates
(NDR) on behalf of the major preceptors
(including government for NDR) and, as
principals, collecting council tax and NDR for
themselves. Billing authorities are required by
statute to maintain a separate fund (i.e. the
Collection Fund) for the collection and distribution
of amounts due in respect of council tax and
NDR. Under the legislative framework for the
Collection Fund, biling authorities, major
preceptors and central government share
proportionately the risks and rewards that the
amount of council tax and NDR collected could be
less or more than predicted.

Accounting for Council Tax and NDR

The council tax and NDR income included in the
Comprehensive Income and  Expenditure
Statement is the authority’s share of accrued
income for the year. However, regulations
determine the amount of council tax and NDR
that must be included in the Councils General
Fund. Therefore, the difference between the
income included in the Comprehensive Income
and Expenditure Statement and the amount
required by regulation to be credited to the
General Fund is taken to the Collection Fund
Adjustment Account and included as a reconciling
item in the Movement in Reserves Statement.

The Balance Sheet includes the authority’s share
of the end of the year balances in respect of
council tax and NDR relating to arrears,
impairment allowances for doubtful debts,
overpayments and prepayments and appeals.

6. Employee Benefits
Benefits payable during employment

Short term employee benefits are those due to be
settled within 12 months of the year end. They
include wages, salaries, paid annual and sick
leave, bonuses and other non-monetary benefits
(e.g. cars) for current employees and are
recognised in the year in which the employee
renders the service. An accrual is made for the
cost of holiday entitlement earned by the
employee but not taken before the end of the
financial year. The accrual is made at the wage
and salary rates applicable in the period the
employee takes the benefit. This accrual is
charged to services and reversed into the period
when the entitlement is taken. To avoid an impact
on balances this is reversed in the Movement in
Reserves Statement.
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Note 1 Accounting Policies (continued)

6. Employee Benefits (continued)
Termination Benefits

Termination benefits are payable as a result of a
decision by the Council to terminate an officer’s
employment before the normal retirement date, or
the officer's decision to accept voluntary
redundancy.

These costs are charged on an accrual basis to
the Non Distributed Costs in the CIES when the
Council is committed to the termination, or makes
an offer to encourage voluntary redundancy.

When these involve enhancement of pensions the
General Fund is required to be charged with the
amount payable, however this is adjusted (in line
with regulations) in the Movement in Reserves
Statement to reflect the cash paid rather than the
liability incurred under accounting standards.

Post-employment Benefits

Employees of the Council may be members of
one of three separate pension schemes:

. The Teachers’ Pension Scheme,
administered by Capita Teachers’ Pensions
on behalf of the Department for Education.

. The Local Government Pension Scheme,
administered by Leicestershire County
Council (LGPS)

. The NHS Pension Scheme (in relation to
staff transferring from the NHS as part of
the adoption of responsibility for public
health), administered by the NHS Business
Services Authority

All schemes provide defined benefits to members
(retirement lump sums and pensions), to which
entitlement is earned as employees work for the
Council.

However, the arrangements for the teachers’ and
NHS schemes mean that liabilities for those
benefits cannot be identified as specifically
accruing to the Council. The scheme is therefore
accounted for as if it were a defined contributions
scheme — no liability for future payments of
benefits is recognised in the Balance Sheet and
the Children and Education services line in the
CIES is charged with the employer’s contributions
payable to teachers’ pensions in the year.

The Local Government Pension Scheme is
accounted for as a defined benefits scheme:

. The liabilities of the Leicestershire County
Council Pension Scheme attributable to
Leicester City Council are included in the
balance sheet on an actuarial basis using
the projected unit method - ie. 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 etc. and
projections of future earnings for current
employees.

The assets of the Leicestershire County
Council Pension fund attributable to
Leicester City Council are included in the
Balance Sheet at their fair value:

The change in the net pensions liability
between Balance Sheet dates is analysed
into six components:

Current service cost — the increase in
liabilities as a result of years of service
earned this year, allocated in the CIES to
the revenue accounts of services for which
the employees worked.

Past service costs — the increase in
liabilities arising from current vyear
decisions whose effect relates to years of
service earned in earlier years — debited to
the Net Cost of Services in the CIES as
part of Non-Distributed Costs.

Net interest on the defined benefit liability —
the net of the expected increase in the
present value of liabilities over the year
arising from the passage of time and the
expected return on scheme assets
discounted at the discount rate used for the
liabilities. This is part of Financing &
Investment Income & Expenditure.
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Note 1 Accounting Policies (continued)

6. Employee Benefits (continued)
Post-employment Benefits (continued)

- Gains/losses on settlements and
curtailments — the results of actions to
relieve the Council of liabilities or events
that reduce the expected future service or
accrual of benefits of employees — debited
to the Net Cost of Services as part of Non-
Distributed Costs.

- Re-measurements of the net defined
benefit obligation — this is the change in the
net pensions liability over the year
attributable to changes in demographic and
financial assumptions

- Contributions paid to the Leicestershire
County Council Pension Fund — cash paid
as employer’s contributions to the pension
fund.

Statutory provisions limit the Council to raising
council tax to cover the amounts payable by the
Council to the pension fund in the year. This
means that there are appropriations to and from
the Pensions Reserve in the Movement in
Reserves Statement, to remove the notional
debits and credits for retirement benefits and
replace them with debits for cash paid to the
pension fund and any amounts payable to the
fund but unpaid at the year-end. The negative
balance on the Pension Reserve measures the
beneficial impact on the General Fund for

accounting on a cash basis rather than as the
benefits are earned.

Discretionary Benefits

The Council also has limited powers to make
discretionary awards of retirement benefits in the
event of early retirements. Any liabilities
estimated to arise as a result of an award to any
member of staff (including teachers and ex-NHS
staff) are accrued in the year of the decision to
make the award and accounted for using the
same policies as are applied to the Local
Government Pension Scheme.

7. Events after Balance Sheet date

Events after the Balance Sheet date are those
events, favourable or adverse, that occur
between the end of the reporting period and the
date that the Statements are authorised for issue.
Two types of events could be identified:

. Those that provide evidence of conditions
that existed at the end of the reporting
period. The statements are adjusted to
reflect this better understanding of the
situation at the Balance Sheet date

. Those indicative of conditions that arose
after the reporting period, but are relevant
to the reader's understanding of the
Council’'s financial position. The
Statements are not adjusted, but if the
events would have a material effect on the

reader’s understanding, disclosure is made
of the nature of the events and their
estimated financial effect

Events taking place after the date of authorisation
for issue are not reflected in the Statements.

8. Financial Instruments
Financial Liabilities

Financial liabilities are recognised on the balance
sheet when the authority becomes a party to the
contractual provisions of a financial instrument
and are initially measured at fair value and are
carried at their amortised cost. Annual charges to
the Financing and Investment Income and
Expenditure line in the CIES for interest payable
are based on the carrying amount of the liability.

For most of the borrowings that the authority has,
this means that the amount presented in the
Balance Sheet is the outstanding principal
repayable (plus accrued interest); and interest
charged to the CIES is the amount payable for
the year according to the loan agreement.

Financial Assets

Financial assets are classified based on a
classification and measurement approach that
reflects the business model for holding the
financial assets and their cashflow characteristics.
There are three main classes of financial assets
measured at:

4%
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Note 1 Accounting Policies (continued)

8. Financial Instruments (continued)
Financial Assets (continued)
. amortised cost

. fair value through profit or loss (FVPL),
and

. fair value through other comprehensive
income (FVOCI) [separate accounting
policy is required where an authority
holds financial instruments at fair value
through other comprehensive income].

The authority’s business model is to hold
investments to collect contractual cash flows.
Financial assets are therefore classified as
amortised cost, except for those whose
contractual payments are not solely payment of
principal and interest (ie where the cash flows
do not take the form of a basic debt
instrument).

9. Government Grants and Contributions
Grant Conditions

Whether paid on account, by instalments or in
arrears, Government grants and third party
contributions and donations are recognised as
income at the date that the council satisfies the
conditions of the entitlement to the grant/
contribution and there is reasonable assurance
that the monies will be received.

Amounts recognised as due to the Council are
not credited to the CIES until conditions
attached to the grant or contributions have
been satisfied. Conditions are stipulations that
specify that future economic benefits or service
potentials embodied in the asset acquired using
the grant or contribution are required to be
consumed by the recipient as specified or
returned to the payer.

Monies advanced as grants and contribution for
which conditions have not been satisfied are
carried in the Balance Sheet as creditors.

Acting as a principal or agent

Grants are only recognised as income in the
CIES, where the Council is acting as a
principal. If the Council is acting as an
intermediary, then the net balance of monies to
either be repaid or due to the council, will be
shown on the balance sheet.

It is deemed the Council is acting as a principal
if they have control of a grant i.e. the ability to
direct the use of and obtain substantially all of
the remaining benefits from the grant.

10. Leases

Leases are classified as either ‘finance’ or
‘operating’ leases.

A finance lease is one where the terms of the
lease transfer substantially all the risks and

rewards incidental to ownership of property,
plant or equipment from the lessor to the
lessee.

All other leases are classified as operating
leases — in these cases the annual receipt/
payment is simply recognised in the CIES and
the future commitments disclosed in the note to
the accounts.

Where a lease covers both land and buildings
each element is considered separately for
classification. Arrangements that do not have
the legal status but convey a right to use the
asset in return for a consideration are
accounted for under this policy.

Council as Lessor

Where the Council is a lessor and have granted
a finance lease over property or equipment,
which is considered material, the relevant asset
is written out of the Balance Sheet. Rentals
under such leases are apportioned between:

. Finance income (credited to Finance and
Investment income in the CIES).

. Charge for acquisition of the interest in
the property (this is treated as a capital
receipt and is used to reduce the long-
term debtor created at the start of the
lease).

€€
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Note 1 Accounting Policies (continued)

10. Leases (continued)
Council as Lessee

Where the Council is a lessee and holds assets
under a finance lease the relevant assets are
recognised as assets and added to the non-
current assets on the Balance Sheet at the fair
value measured at the lease inception (or the
present value of minimum leases payments, if
lower). The asset’s recognition is matched by a
liability for the obligation to pay the lessor.
Contingent rents are charged as expenses in the
periods they are incurred. Payments under such
leases are apportioned between:

. Finance Income and charged to the
Finance and Investment expenditure in the
CIES.

o Charge for acquisition and debited against

the lease liability created when the non-
current asset is recognised on the Balance
Sheet.

11. Property Plant and Equipment

Assets that have physical substance and are held
for use in the provision of services or for
administrative purposes and that are expected to
be used during more than one financial year are
classified as Property, Plant and Equipment.

Recognition:

Expenditure on the acquisition, creation or
enhancement of property, plant and equipment is
capitalised on an accruals basis, subject to a de
minimis limit of £10k so that small items of
expenditure may be charged to revenue.
Expenditure that secures but does not extend the
previously assessed standards of performance of
an asset (e.g. repairs and maintenance) is
charged to revenue.

Measurement:

Assets are initially measured at cost, comprising
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 during the construction
period.

The cost of assets acquired other than by
purchase, and donated assets, is deemed to be
its current value. Gains are credited to the
Revaluation Reserve and included in the Other
Comprehensive Income and Expenditure line of
the CIES.

Assets are carried in the Balance Sheet using the
following measurement basis:

. Council dwellings — current value using
basis of existing use value for social
housing.

. Vehicles, plant and equipment - mainly at
historic cost net of depreciation, with a few
assets being subject to current value
measurement.

. Infrastructure assets, Community assets
and Assets under Construction -
depreciated historic cost or nominal value
in the main, with few being subject to
current value measurement.

. All other assets including surplus assets -
fair value, determined as the amount that
would be paid for the asset in existing use
(based on market value at highest and best
use).

Where there is no market based evidence of
current value because of the specialised nature of
the asset, depreciated replacement cost is used
as an estimate of current value.

Assets included in the Balance Sheet at current
value are revalued annually. Annual valuations of
council dwellings are carried out by a specialist
external valuer.
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Note 1 Accounting Policies (continued)

11. Property Plant and Equipment (continued)
Impairment:

The values of each category of asset and of
material individual assets are reviewed at the end
of each financial year for evidence of reductions
in value. Where impairment is identified this is
accounted for by charging the loss to the relevant
service revenue account where it is clearly
attributable to the consumption of economic
benefit. Otherwise it is written off against previous
revaluation gains attributable to the asset in the
Revaluation Reserve, with any excess charges to
the relevant service revenue account.

Disposals:

When it becomes probable that the carrying
amount of an asset will be recovered from sale
rather than through continued wuse, it is
immediately revalued and reclassified as an
Asset Held for Sale. The asset is then carried at
the lower of that value and current value less
costs to sell.

For assets that no longer meet the criteria of
Assets Held For Sale they are reclassified back to
non-current assets and valued back to their
carrying value before being reclassified, adjusted
for depreciation that would have been incurred.

When an asset is disposed of or de-
commissioned, the value of the asset in the
Balance Sheet is written off to the Other

Operating Expenditure line in the CIES as part of
the gain or loss on disposal.

Receipts from disposals are credited to the CIES
as part of the gain or loss on disposal (i.e. netted
off against the carrying value of the asset at the
time of disposal). Amounts in excess of £10k are
categorised as capital receipts.

A proportion of receipts relating to Housing
Revenue Account (HRA) dwellings sold under the
Right To Buy (RTB) rules from 1st April 2012 is
payable into a government pool, with the balance
of the receipts (after a deduction to compensate
the HRA for a higher level of sales under the new
rules) being available for general capital
investment plus a prescribed requirement to
provide new affordable housing. 50% of HRA
receipts from non-RTB disposals are also
required to be paid into the government pool,
unless they are reinvested in new affordable
housing or regeneration capital schemes, in
which case the pooling requirement is waived.

Usable capital receipts are credited to the Usable
Capital Receipts Reserve and can only be used
for new capital investment or set aside to reduce
the Council’'s underlying need to borrow (the
Capital Financing Requirement).

The written-off value of disposals is not charged
against Council Tax, as the cost of non-current
assets is fully provided for under separate
arrangements for capital financing.

Depreciation:

Depreciation is provided for on all assets with a
determinable finite life, by allocating the value of
the asset in the Balance Sheet over the periods in
which the benefits from their use are expected to
arise.

Depreciation is calculated on the following bases:

. Council dwellings — dividing the buildings
element of the valuation (i.e. current less
an adjustment for social housing) by the
residual life (25-75 years) of the property.

. Other buildings - straight-line allocation
over the life of the property as estimated by
the valuer.

. Vehicles — on a straight-line basis over 5-7
years.

. Plant and Equipment — straight-line over
the estimated life of the asset.

. Infrastructure — straight-line allocation over
40 years.

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
based on their historical cost being transferred
each year from the Revaluation Reserve to the
Capital Adjustment Account.
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Note 1 Accounting Policies (continued)

11. Property Plant and Equipment (continued)

Depreciation is calculated on opening net book
values and is based on the remaining useful life
on the assets.

Schools:

Schools assets are included within the Council’s
Balance Sheet in line with the criteria for
recognition of non-current assets set out in the
Code of Practice. Consideration is given to the
recognition of the assets on a school-by-school
basis but in effect the assets of all schools run
under the standard community schools model
(including Voluntary Controlled schools) are
recognised because the Council is both the legal
owner of the assets and also the beneficiary of
them in substance. Where the governance of the
school differs from the community school model
(for example Academies, Voluntary Aided and
Foundation Trust schools), the Council considers
whether it has effective control of the school’s
assets in respect of access to future economic
benefits or service potential, and also its
exposure to the risks of ownership. Where this is
not the case, the assets are not recognised on
the Council’s Balance Sheet.

Where schools become Academies, the Council
retains legal title to the assets of the school but
transfers the economic benefits and service
potential of those assets to the Academy by way
of a long lease. The Council therefore
derecognises those assets from its Balance

Sheet in line with the Code of Practice’s
provisions on leasing.

Heritage Assets

. Heritage assets are classified and
measured on the following basis: Heritage
Buildings — Current Value

. Museum/Gallery Exhibits (including
Mayoral Regalia and Civic Silver) -
Insurance Value (based on revaluation
every three years)

. Statues and Monuments - Insurance Value

The carrying amounts in the Balance Sheet of all
the assets (i.e. other than museum exhibits and
assets held at nominal current value) are
reviewed as part of the on-going revaluation
programme undertaken by the Council. Where
there is evidence of impairment, such as physical
deterioration, that impairment will be recognised
and measured in accordance with the Council’s
general policies on impairment; see paragraph 17
— Property, Plant and Equipment on impairment.

Asset purchases will be recognised at cost and
acquisitions (for example donations) will be
initially recognised at a nominal value until
valuations can be ascertained by either the
museum’s curators with reference to the
appropriate commercial markets, or by an
external valuer.

The Council may dispose of heritage assets
which have a doubtful provenance or are
unsuitable for display. Proceeds of such
items will be disclosed separately in the notes to
the financial statements and will be accounted for
in accordance with the statutory requirements
relating to capital expenditure and capital
receipts; see Note 15 — Property, Plant and
Equipment.

Heritage Assets are not depreciated.
12. Private Finance Initiatives

PFI, and similar contracts, are agreements to
receive services which may include the
requirement to provide assets by the supplier in
the delivery of the service. As the Council is
deemed to control the service, and ownership of
the property will pass to the Council at the end of
the contract with no extra charge, the Council
carries the value of the asset on its Balance
Sheet as part of Property, Plant and Equipment.

The initial recognition of the assets, at current
value, is balanced by the recognition of the
liability for amounts due to the scheme contractor
to pay for the capital investment.
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Note 1 Accounting Policies (continued)

The amounts payable to the PFI contractor each
year comprise:

. Value of the service received in the year —
charged to relevant service in the CIES.

. Finance Cost — the interest charge on the
outstanding Balance Sheet liability,
charged to the Finance and Investment line
in the CIES.

. Contingent Rent — lease payments that
increase or decrease as a result of
changes in factors occurring subsequent to
the inception of the lease, other than the
passage of time.

. Payment towards the liability — applied to
the Balance Sheet Liability.

. Lifecycle Costs — additional expenditure on
assets either added as prepayment for the
asset or to the service lines where not
material, when the relevant work is carried
out.

13. Provisions, Contingent Liabilities and
Assets

Provisions are made where an event has taken
place that gives the Council an obligation that
probably requires settlement by transfer of
economic benefits and a reliable estimate can be
made to the amount of the obligation.

Provisions are charged as an expense to the
appropriate service in the CIES in the year that
the Council becomes aware of the obligation and
are measured at the best estimate at the balance
sheet date, taking into account relevant risks and
uncertainties.

Contingent liabilities arise where an event has
taken place that gives the Council a possible
obligation whose existence will only be confirmed
by the occurrence of uncertain future events not
wholly within the control of the Council.
Contingent assets arise 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. Both contingent items are not recognised
in the Balance Sheet but disclosed further in the
notes to the accounts.

14. Reserves

The Council sets aside specific amounts as
usable reserves for future policy provisions or to
cover contingencies. Reserves are created by
appropriating amounts of the General Fund
Balance.

Certain unusable reserves are kept to manage
the accounting process for non-current assets,
financial instruments, local taxation, retirement
and employee benefits and do not represent
usable resources for the Council. These reserves

are explained in further detail in Note 26 to the
accounts.

15. Revenue Expenditure Funded from Capital
Under Statute

Expenditure incurred during the year that may be
capitalised under statutory provision but does not
result in the creation of fixed assets has been
charged as expenditure to the relevant service
revenue account in the CIES, in the year. Where
the Council has determined to meet the cost of
this expenditure from existing capital resources or
by borrowing, it is transferred from the General
Fund to the Capital Adjustment Account so there
is no impact on the level of Council Tax.
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Note 1 Accounting Policies (continued)

16. Schools

Where the Council determines that the overall
balance of control of schools lies within the
Council those schools’ assets, liabilities, reserves
and cash flows are recognised in the Council
financial  statements.  Therefore, schools’
transactions, cash flows and balances are
recognised in the Financial Statements of the
Council as if they were the transactions, cash
flows and balances of the Council. Academies
and other schools such as voluntary aided
schools, where control does not lie with the
council, are excluded from the Council’s financial
statements.

17. VAT

VAT payable is included as an expense only to
the extent that it is not recoverable from HM
Revenue and Customs. VAT receivable is
excluded from income.

18. 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 accounting estimates
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 authority’s financial
position or financial performance. Where a
change is made, it is applied retrospectively
(unless stated otherwise) by adjusting opening
balances and comparative amounts for the prior
period as if the new policy had always been
applied . Material errors discovered in prior period
figures are corrected retrospectively by amending
opening balances and comparative amounts for
the prior period.
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Note 2 Expenditure & Funding Analysis

The expenditure and funding analysis shows how annual expenditure is used and funded from resources by local authorities in
comparison with those resources consumed or earned by authorities in accordance with generally accepted accounting practices.

Net Expenditure on the

Net Expenditure Comprehensive Income

Adjustments Between

2020/21 Charged to the HRA & Accounting & Funding .
} & Expenditure
General Fund Balance Basis
Statement
£000 £000 £000

City Development & Neighbourhoods 62,475 60,775 123,250

Housing Revenue Account (HRA) (11,942) 12,966 1,024
Adult Social Care 96,086 2,721 98,807 >
Health Improvement & Wellbeing (6,039) 438 (5,601) Z
Education & Children's Senices 52,271 33,653 85,924 =
Corporate Resources & Support 30,635 2,215 32,850 3
Housing Benefits (1,353) - (1,353) 8
Corporate ltems 11,495 (14,584) (3,089) Z
Capital Financing (517) - (517) N
Cost of Services 233,111 98,184 331,295 §
Other Operating Expenditure (409) (556) (965) E

Financing and Investment Income and Expenditure 27,430 894 28,324

Taxation and Non-Specific Grant Income (346,842) (39,461) (386,303)

(Surplus) or Deficit on Provision of Services (86,710) 59,061 (27,649)

Movement in Balances General Fund / HRA Total

Earmarked Reserves

Opening Balance (259,434) (32,825) (292,259)

Surplus or Deficit in the Year (83,778) (2,932) (86,710)

Closing Balance (343,212) (35,757) (378,969)




Note 2 Expenditure & Funding Analysis (continued)

Net Expenditure Adjustments Between

Net Expenditure on the
Comprehensive Income

2019/20 Charged to the HRA & Accounting & Funding .
. & Expenditure
General Fund Balance Basis
Statement
£000 £000 £000

City Development & Neighbourhoods 53,078 73,456 126,534
Housing Revenue Account (HRA) (11,191) 15,161 3,970
Adult Social Care 91,440 5,634 97,074
Health Improvement & Wellbeing (7,795) 997 (6,798)
Education & Children's Senvices 63,309 56,739 120,048
Corporate Resources & Support 23,840 4,118 27,958
Housing Benefits (1,982) - (1,982)
Corporate Items 6,540 (18,884) (12,344)
Capital Financing (518) - (518)
Cost of Services 216,721 137,221 353,942

Other Operating Expenditure (4,675) 59,526 54,851
Financing and Investment Income and Expenditure 27,734 7,362 35,096
Taxation and Non-Specific Grant Income (264,526) (45,066) (309,592)
(Surplus) or Deficit on Provision of Services (24,746) 159,043 134,297
Movement in Balances General Fund / HRA Total

Earmarked Reserves

Opening Balance (237,005) (30,508) (267,513)
Surplus or Deficit in the Year (22,429) (2,317) (24,746)
Closing Balance (259,434) (32,825) (292,259)
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Note 3 Accounting Standards Issued But Not Yet Adopted

Under the Code of Practice on Local Authority
Accounting in the United Kingdom 2020/21 (the
Code), the Council is required to disclose
information setting out the impact of an accounting
change required by a new accounting standard that
has been issued but not yet adopted by the Code.

At the balance sheet date, the following new
standards and amendments to existing standards
have been published but not yet adopted by the
Code of Practice of Local Authority Accounting in
the United Kingdom:

3%

Definition of a Business: Amendments to IFRS 3
Business Combinations provides clarity on the
definition of a business, we are not expecting this to
affect our accounts when this is implemented from
1st April 2021.

Interest Rate Benchmark Reform phase 1 and
phase 2: Amendments to IFRS 9, IAS 39, IFRS 7,
IFRS 4 and IFRS 16. Interest rate benchmark
reform is expected to affect hedge accounting and
therefore we are not expecting this to affect our
accounts when this is implemented from 1st April
2021.
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Note 4 Critical Judgements in Applying Accounting Policies

In applying the accounting policies set out in Note 1
of this Statement of Accounts, the Council has had
to make certain judgements about complex
transactions and/or those involving uncertainty
about future events.

The critical judgements made in the Statement of
Accounts are:

Accounts prepared on a going concern basis

These accounts have been prepared on a going
concern basis. The concept of a going concern as-
sumes that an organisation, its functions and ser-
vices will continue in operational existence for the
foreseeable future. However, there is a high degree
of uncertainty about future levels of funding for local
government and the future national economic out-
look. The Council's management has used its
judgement and determined that its financial strategy
is robust and that this uncertainty is not yet suffi-
cient to affect the assumptions underpinning the
strategy and that the Council will continue as a
going concern.

Recognition of School Assets

Since 2014-15 the Council has adopted a policy of
recognising only community school land and
buildings as non-current assets in the balance
sheet. Voluntary aided and foundation school
assets are not recognised as Council assets as
ownership and/or control of them lie with the bodies
that manage them. Assets of community schools

that transfer to academies are written out of the
balance sheet in the year in which transfer of school
management takes place.

Property, Plant and Equipment

The Property, Plant and Equipment figure disclosed
on the Balance Sheet includes 2 maintained
schools that the council has substantial control
over, but does not legally own. If these schools
were omitted it would reduce the long term assets
figure by £17.1m.
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Note 5 Assumptions Made about the Future and Other Major 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
materially different from the assumptions and
estimates.

The items in the Council’'s Balance Sheet at 31°
March 2021 for which there is a significant risk of
material adjustment in the forthcoming financial year
are as follows:

Property, Plant &
Equipment

(Value - £2.6bn)

(Depreciation -
£139m)

Refer to Note 15.

Uncertainties

Assets are depreciated over useful
lives that are dependent on
assumptions about the level of
repairs and maintenance that will be
incurred in relation to individual
assets.

Effect if Actual Results Differ from

Assumptions

If the useful life of assets is reduced,
depreciation increases and the
carrying amount of the assets falls.

It is estimated that the annual
depreciation charge for buildings
would increase by approximately £2m
for every year that useful lives had to
be reduced.

Fair Value
Measurements

(Surplus Assets -
£69m)

Refer to Note 15.

Some property (surplus) assets are
held at Fair Value (see Accounting
Policies & Notes 15 for more
information). When there is no
quoted market value for an asset, the
Council applies other valuation
methods in accordance with the
Code of Practice and the underlying
IFRS 13 standard, but these may
incorporate elements of judgement
around risks and the basis of
assumptions.

It is not possible to quantify the level
of variance that may arise if
assumptions used differ from actual
asset values. The Council is
confident, however, that the risk of
any variance will not affect the
Council’s financial strategy.

An increase of 5% in the overall
valuation would result in an increase
in value of £3.5m.
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Note 5 Assumptions made about the future and other major sources of estimation uncertainty continued

Pensions Liability

(Pension liability -
£871m)

Refer to Note 42.

Uncertainties

Estimation of the net liability to pay
pensions depends on a number of
complex judgements relating to the
discount rate used, the rate at which
salaries are projected to increase, changes
in retirement ages, mortality rates and
expected returns on pension fund assets.
A firm of consulting actuaries is engaged
to provide the Local Government Pension
Scheme, administered by Leicestershire
County Council with expert advice about
the assumptions to be applied.

Effect if Actual Results Differ
from Assumptions

The effects on the net pension
liability of changes in individual
assumptions can be

measured. The actuaries have
advised that a 0.1% decrease
in the Real Discount Rate
would mean a 2.0% increase to
the employers liability
amounting to approximately
£48m. A 0.1% increase in the
projected rate of Pension
Increase would mean an 1.8%
increase to the employers’
liability amounting to £43m. A
0.1% increase in the projected
rate of salary increase would
lead to an increased liability of
0.2% or £5m. A 1 year increase
in life expectancy would mean
an increase to the employers’
liability of 4% or £98m.
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Note 6 Material Items of Income and Expense

In 2020/21 there has been a material change in how services have been able to operate and how income is generated due to the pandemic. To compensate the
Council has received additional Government grants, which are reflected in Note 35.

Furthermore, there has been an extensive business rates relief scheme, meaning that the collection fund deficit is higher compared to previous years. However,
Government have provided some grants to offset the deficits and these are held separately in an Earmarked Reserve in Note 10.

Note 7 Events After the Balance Sheet Date

There were no significant events at the time of publishing these accounts.
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Note 8 Note to the Expenditure and Funding Analysis

The following tables provide reconciliations between the main adjustments to Net Expenditure Chargeable to the General Fund and Housing Revenue Account
balances to arrive at the amounts in the Comprehensive Income and Expenditure Statement. For the General Fund this also includes Earmarked Reserves.

Adjustments Between Accounting & Funding Basis

Net Expenditure on Adjustments Adjustments for Net Expenditure

the Comprehensive for Capital Defined Benefit .Other Total Charged to the HRA &
2020/21 . . Adjustments

Income & Expenditure Purposes Pensions General Fund Balance

Statement

£000 £000 £000 £000 £000 £000

City Development & Neighbourhoods 123,250 (57,192) (3,057) (526) (60,775) 62,475
Housing Revenue Account (HRA) 1,024 (11,696) (1,352) 82 (12,966) (11,942)
Adult Social Care 98,807 (1,099) (1,403) (219) (2,721) 96,086
Health Improvement & Wellbeing (5,601) (77) (335) (26) (438) (6,039)
Education & Children's Senices 85,924 (30,882) (3,430) 659 (33,653) 52,271
Corporate Resources & Support 32,850 (156) (1,716) (343) (2,215) 30,635
Housing Benefits (1,353) - (1,353)
Corporate ltems (3,089) 14,031 292 261 14,584 11,495
Capital Financing (517) - (517)
Cost of Services 331,295 (87,071) (11,001) (112) (98,184) 233,111
Other Operating Expenditure (965) 556 556 (409)
Financing and Investment Income and Expenditure 28,324 13,033 (13,927) (894) 27,430
Taxation and Non-Specific Grant Income (386,303) 75,228 (35,768) 39,461 (346,842)
(Surplus) or Deficit on Provision of Services (27,649) 1,746 (24,928) (35,880) (59,061) (86,710)
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Note 8 Note to the Expenditure and Funding Analysis (continued)

Adjustments Between Accounting & Funding Basis

Net Expenditure on Adjustments Adjustments for Net Expenditure

. ; . . Other
the Comprehensive for Capital Defined Benefit . Total Charged to the HRA &
2019/20 . . Adjustments
Income & Expenditure  Purposes Pensions General Fund Balance
Statement
£000 £000 £000 £000 £000 £000
City Development & Neighbourhoods 126,534 (65,745) (7,634) (77) (73,456) 53,078
Housing Revenue Account (HRA) 3,970 (11,986) (3,272) 97 (15,161) (11,191)
Adult Social Care 97,074 (2,462) (3,232) 60 (5,634) 91,440 2
Health Improvement & Wellbeing (6,798) (136) (873) 12 (997) (7,795) é
Education & Children's Senices 120,048 (44,590) (11,156) (993) (56,739) 63,309 =
Corporate Resources & Support 27,958 (69) (4,071) 22 (4,118) 23,840 >
Housina Benefits (1,982) - - - - (1,982) 8
Corporate ltems (12,344) 12,392 6,490 2 18,884 6,540 8
Capital Financing (518) (518) z
Cost of Services 353,942 (112,596) (23,748) (877) (137,221) 216,721 2]
N
o
Other Operating Expenditure 54,851 (59,526) - - (59,526) (4,675) 5
N
Financing and Investment Income and Expenditure 35,096 11,770 (19,753) 621 (7,362) 27,734 :
Taxation and Non-Specific Grant Income (309,592) 40,685 - 4,381 45,066 (264,526)

(Surplus) or Deficit on Provision of Services 134,297 (119,667) (43,501) 4,125 (159,043) (24,746)




Note 8 Note to the Expenditure and Funding Analysis (continued)

Adjustments for Capital Purposes

This column adds depreciation, impairment and
revaluation gains and losses into the services
line, and for:

e Other Operating Expenditure — adjusts for
capital disposals with a transfer of income on
disposal of assets and the amounts written off
for those assets.

¢ Financing and Investment Income and
Expenditure — the statutory charges for
capital financing i.e. Minimum Revenue
Provision and other revenue contributions are
deducted from other income and expenditure
as these are not chargeable under generally
accepted accounting practices.

e Taxation and Non-specific Grant Income
and Expenditure — capital grants are
adjusted for income not chargeable under
generally accepted accounting practices.
Revenue grants are adjusted from those
receivable in the year to those receivable
without conditions or for which conditions
were satisfied throughout the year. The
Taxation and Non-Specific Grant Income
and expenditure line is credited with capital
grants receivable in the year without
conditions or for which conditions are
satisfied in the year.

Net Change for Pensions Adjustments

This column is for the removal of pension
contributions and the addition of IAS19
Employee Benefits pension related expenditure
and income:

e For services this represents the removal of
the employer pension contributions made
by the authority as allowed by statute and
the replacement with current service costs
and past service costs.

e For Financing and Investment Income and
Expenditure — the net interest on the
defined benefit liability is charges to the
CIES.

Other Adjustments

These columns reflect other differences
between amounts debited/credited to the
Comprehensive  Income and  Expenditure
Statement and amounts payable receivable to
be recognised under statute.

e For Financing and Investment Income and
Expenditure figures reflect the adjustments
to the General Fund for the timing
differences for premiums and discounts.

e The charge under taxation and non-specific
grant income and expenditure figures
reflect the difference between what is
chargeable under statutory regulations for
Council Tax and NDR that was projected

to be received at the start of the year and
the income.

The reversal of officers remuneration
chargeable on an accruals basis is
different to that chargeable under statutory
requirements
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Note 9 Adjustments between Accounting Basis and Funding Basis under
Regulations

2020/21
Housin Capital Major Capital Movemt in
. General Fund 9 p. J . P
Adjustment Revenue Receipts Repairs Grants Unusable
Balance .
Account Reserve Reserve Unapplied Reserves
£000 £000 £000 £000 £000 £000
Adjustments primarily involving the Capital Adjustment Account:
Reversal of items debited or credited to the Comprehensive Income and Expenditure Account:
Charges for depreciation, capital expenditure not adding value and amortisation of non-current assets (78,492) (25,543) - - - 104,035
Revaluation gains/(losses) on Property Plant and Equipment 2,607 3 - - - (2,610) )Z>
Capital grants and contributions applied 77,134 25 - - - (77,159) é
Capital expenditure funded from revenue 2,418 (2,418) ,:E
Revenue expenditure funded from capital under statute (13,907) - - - 13,907 >
~ . . . . . ®)
Amounts of non curr.ent assets written off on disposal or sale as part of the gain/loss on disposal to the Comprehensive (8,987) (11,212) } } } 20,199 o)
Income and Expenditure Statement 8
Income recognised in respect of donated assets 10 - - - (10) 5
Insertion of items not debited or credited to the Comprehensive Income and Expenditure Account: (%))
Statutory provision for the financing of capital investment 12,368 667 - - - (13,035) =
N}
Voluntary provision for the financing of capital expenditure 680 - - - (680) S
Capital expenditure charged against the General Fund and HRA balances 1,682 - - - (1,682)
Adjustments primarily involving the Capital Receipts Reserve:
Transfer of cash sale proceeds credited as part of the gain/loss on disposal to the Comprehensive Income and Expenditure 13,043 9,029 (22,972) } ) }
Statement
Use of the Capital Receipts Resenve to finance new capital expenditure 14,691 - - (14,691)
Contribution from the Capital Receipts Reserve towards administrative costs of non-current asset disposals (250) (265) 515 - - -

Contribution from the Capital Receipts Resene to finance the payments to the Government capital receipts pool (1,703) 1,703 - - -




Note 9 Adjustments between Accounting Basis and Funding Basis under Regulations (continued)

2020/21
Housin Capital Major Capital Movemt in
. . General Fund 9 p. ! . P
Adjustment Continued Revenue Receipts Repairs Grants Unusable
Balance .
Account Reserve Reserve Unapplied Reserves
£000 £000 £000 £000 £000 £000
Adjustments primarily involving the Deferred Capital Receipts Reserve:
Transfer from Deferred Capital Receipts Reserve upon receipt of cash (293) - - 293
Transfer of deferred sale proceeds credited as part of the gain/loss on disposal to the Comprehensive Income and ) )
Expenditure Statement
Adjustments primarily involving the Major Repairs Reserve:

Transfer of HRA depreciation costs to Major Repairs Reserve 12,137 (12,137) - -
Use of the Major Repairs Resene to finance new capital expenditure 12,137 - (12,137)
Adjustments primarily involving the Capital Grants Unapplied Reserve:

Capital grants recognised in the year and credited to the Capital Grants Unapplied Reserve 84,277 (84,277) -
Application of grants to capital financing credited to the Capital Adjustment Account (74,873) 74,873 -
Adjustments primarily involving the Financial Instruments Adjustments Account:

Amount by which finance costs charged to the Comprehensive Income and Expenditure Statement are different from finance
. ) ) ’ 261 359 - - - (620)
costs chargeable in the year in accordance with statutory requirements
Adjustments primarily involving the Pensions Reserve:
Reversal of items relating to retirement benefits debited or credited to the Comprehensive Income and Expenditure (66,479) (8,220) ) i} ) 74,699
Statement
Employer’s pensions contributions and direct payments to pensioners payable in the year 44,294 5,477 - - - (49,771)
Adjustments primarily involving the Collection Fund Adjustment Account:
Amount by which Council Tax income credited to the Comprehensive Income and Expenditure Statement is different from
. . ) ) ; (35,768) - - - - 35,768
Council Tax income calculated for the year in accordance with statutory requirements
Adjustment primarily involving the Accumulated Absences Account:
Amount by which officer remuneration charged to the Comprehensive Income and Expenditure Statement on an accruals
o . ) - ) ) (455) (278) - - - 733
basis is different from remuneration chargeable in the year in accordance with statutory requirements
Total Adjustments (42,922) (16,139) (6,356) - (9,404) (74,821)
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Note 9 Adjustments between Accounting Basis and Funding Basis under Regulations (continued)

2019/20
General Housing Capital Major Capital Movemt in
Adjustment Fund Revenue Receipts Repairs Grants Unusable
Balance Account Reserve Reserve Unapplied Reserves
£000 £000 £000 £000 £000 £000

Adjustments primarily involving the Capital Adjustment Account:
Reversal of items debited or credited to the Comprehensive Income and Expenditure Account:
Charges for depreciation, capital expenditure not adding value and amortisation of non-current

(85,019) (26,177) - - - 111,196
assets
Revaluation gain/(losses) on Property Plant and Equipment (15,311) (375) - - - 15,686 2
Capital grants and contributions applied 51,722 22 - - - (51,744)
Capital expenditure funded from revenue 4,712 - - - - (4,712) )z>
Revenue expenditure funded from capital under statute (13,071) - - - - 13,071 ;%
Amounts of non-current assets written off on disposal or sale as part of the gain/loss on disposal =
21,2 - - -
to the Comprehensive Income and Expenditure Statement (63,865) (21,203) 85,068 (:?)
Income recognised in respect of donated assets 80 - - - - (80) 8
Insertion of items not debited or credited to the Comprehensive Income and Expenditure Account: %
Statutory provision for the financing of capital investment 11,416 355 - - - (11,771) @
N
o
Voluntary provision for the financing of capital expenditure - - - - 5
N
Capital expenditure charged against the General Fund and HRA balances - 2,881 - - - (2,881)
Adjustments primarily involving the Capital Receipts Reserve:
Transfer of c?sh sale proceeds credllted as part of the gain/loss on disposal to the 9,216 18,405 (27,621) ) ) )
Comprehensive Income and Expenditure Statement
Use of the Capital Receipts Reserve to finance new capital expenditure - - 20,806 - - (20,806)
Qontrlbutlon from the Capital Receipts Reserve towards administrative costs of non-current asset (250) (532) 782 ) ) )
disposals
Contribution from the Capital Receipts Reserve to finance the payments to the Government (1,703) ) 1703 ) ) )

capital receipts pool




Note 9 Adjustments between Accounting Basis and Funding Basis under Regulations (continued)

2019/20
General Housing Capital Major Capital Movemt in
Adjustment Continued Fund Revenue Receipts Repairs Grants Unusable
Balance Account Reserve Reserve Unapplied Reserves
£000 £000 £000 £000 £000 £000
Adjustments primarily involving the Deferred Capital Receipts Reserve:
Transfer from Deferred Capital Receipts Reserve upon receipt of cash - - (288) - - 288
Transfer of dgferred sale proceeds CI"edited as part of the gain/loss on disposal to the 406 ) ) ) ) (406)
Comprehensive Income and Expenditure Statement
Adjustments primarily involving the Major Repairs Reserve:

Transfer of HRA depreciation costs to Major Repairs Reserve - 11,662 - (11,662) - -
Use of the Major Repairs Resenve to finance new capital expenditure - - - 11,662 - (11,662)
Adjustments primarily involving the Capital Grants Unapplied Reserve:

Capital grants recognised in the year and credited to the Capital Grants Unapplied Reserve 44,545 - - - (44,545) -
Application of grants to capital financing credited to the Capital Adjustment Account (47,582) - - - 47,582 -

Adjustments primarily involving the Financial Instruments Adjustments Account:
Amount by which finance costs charged to the Comprehensive Income and Expenditure
Statement are different from finance costs chargeable in the year in accordance with statutory 261 360 - - - (621)
requirements
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Adjustments primarily involving the Pensions Reserve:
Rewersal of items relating to retirement benefits debited or credited to the Comprehensive Income
and Expenditure Statement
Employer’'s pensions contributions and direct payments to pensioners payable in the year 41,728 5,487 - -

Adjustments primarily involving the Collection Fund Adjustment Account:

Amount by which Council Tax income credited to the Comprehensive Income and Expenditure
Statement is different from Council Tax income calculated for the year in accordance with 4,381 - - - - (4,381)
statutory requirements

(79,987) (10,729) - - - 90,716

(47,215)

Adjustment primarily involving the Accumulated Absences Account:
Amount by which officer remuneration charged to the Comprehensive Income and Expenditure
Statement on an accruals basis is different from remuneration chargeable in the year in (975) 97 - - - 878
accordance with statutory requirements

Total Adjustments (139,296)  (19,747) (4,618) g 3,037 160,624




Note 10 - Movement in Earmarked B o Tranafore e

2020/21 31st In Out 31st
Re serves March  2020/21 2020/21  March
2020 2021
£000 £000 £000 £000
Ring-fenced Reserves
Earmarked reserves are amounts set side to provide financing for DSG not delegated to schools 5,577 171 (4,315) 1,433
future expenditure plans. The table below provides a list of School Balances 14,955 10,352 (1,199) 24,108
. e . . School Capital Fund 2,750 3 - 2,753
reserves held by the Council Addltlonal mfc,)rmatlon on the Education & Skills Funding Agency Learning Programme 863 249 - 1,112
earmarked reserves can be found in the Council’s outturn report- Arts Council National Portfolio Organisation Funding 822 23 - 845
Schools Buy Back 2,486 - (57) 2,429
The breakdown of earmarked reserves has been restated to Business Support Grants B} 2,722 2,722
reflect the headings reported to management. Covid-19 Collection Fund Compensation Grants* - 25,720 - 25,720
Total Ring-fenced Reserves 27,453 39,240 (5,571) 61,122
Corporate Reserves
Capital Programme Reserve 57,591 44,090 (4,094) 97,587 >
Managed Resenes Strategy 66,808 15,830 (12,377) 70,261 %
Pandemic Resene 10,849 - (10,849) - ;E
BSF Financing 7,493 1,335 (190) 8,638 ;
Insurance Fund 8,519 2,089 - 10,608 )
Sewerance Fund 4,821 6 - 4,827 8
Senice Transformation Fund 3,730 2,655 (518) 5,867 %
Welfare Resene 5,505 1,589 (665) 6,429 ai
Other Corporate Reserves 4,604 777 (729) 4,652 9
Total Corporate Reserves 169,920 68,371 (29,422) 208,869 S
Earmarked Reserves Departmental N
Financial Senices Reserne 4,070 700 (1,718) 3,052 =
ICT Development Fund 6,265 3,171 (1,000) 8,436
Delivery, Communications & Political Governance 4,550 576 (1,649) 3,477
Housing 2,118 332 (92) 2,358
City Development (Excl Housing) 5,308 4,944 (870) 9,382
Social Care Resene 17,142 304 (105) 17,341
Health & Wellbeing Division 4,088 1,490 (1,287) 4,291
NHS Joint Working Projects 2,483 7,079 (142) 9,420
Other Departmental Resenes 1,037 - (573) 464
Total Other Reserves 47,061 18,596 (7,436) 58,221
Total Earmarked Reserves 244,434 126,207 (42,429) 328,212

*Covid-19 Collection Fund Compensation/Grants reserve contains government grant received in relation to
collection fund deficits that will be realised in 21/22.




Note 10 - Movement in Earmarked Reserves Balance Balance

(continued) at Transfers Transfers at
2019/20 31st In Out 31st
March 2019/20 2019/20 March
2019 2020
£000 £000 £000 £000

Ring-fenced Reserves
DSG not delegated to schools 8,210 4,659 (7,292) 5,577
School Balances 17,227 5,292 (7,564) 14,955
School Capital Fund 2,958 21 (229) 2,750
Education & Skills Funding Agency Learning Programmes 1,353 139 (629) 863
Arts Council National Portfolio Organisation Funding 666 156 - 822
Schools Buy Back 2,656 189 (359) 2,486
Total Ring-fenced Reserves 33,239 10,456 (16,242) 27,453

Corporate Reserves
Capital Programme Reserve 50,328 39,348 (32,085) 57,591 >
Managed Reserves Strategy 55,955 37,642 (26,789) 66,808 %
Pandemic Reserve - 10,849 - 10,849 S
BSF Financing 12,167 511 (5,185) 7,493 ;
Insurance Fund 11,590 2,362 (5,433) 8,519 @)
Severance Fund 6,328 - (1,507) 4,821 8
Senvice Transformation Fund 4,912 - (1,182) 3,730 %
Welfare Reserve 3,383 6,738 (4,616) 5,505 5'
Other Corporate Reserves 4,345 669 (410) 4,604 n
Total Corporate Reserves 149,008 98,119  (77,207) 169,920 S

Earmarked Reserves Departmental =
Financial Senvices Reserve 3,708 2,098 (1,736) 4,070
ICT Development Fund 3,495 3,000 (230) 6,265
Delivery, Communications & Political Governance 5,654 26 (1,130) 4,550
Housing 1,580 957 (419) 2,118
City Development (Excl Housing) 3,616 3,601 (1,909) 5,308
Social Care Resene 15,298 10,768 (8,924) 17,142
Health & Wellbeing Division 3,463 1,712 (1,087) 4,088
NHS Joint Working Projects 1,769 714 - 2,483
Other Departmental Reserves 1,175 - (138) 1,037
Total Other Reserves 39,758 22,876 (15,573) 47,061

Total Earmarked Reserves 222,005 131,451 (109,022) 244,434




Note 11 Other Operating Expenditure

2019/20  2020/21

£000 £000
Payments to the government Housing Capital Receipts Pool 1,703 1,703
Total (gains)/losses on the disposal of non-current assets 57,824 (2,258)
Other operating income and expenditure (4,676) (410)
Total 54,851 (965)
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Note 12 Financing and Investment Income & Expenditure

2019/20 2020/21

£000 £000
Interest payable and similar charges 18,550 17,248
Pensions interest cost and expected return on pensions assets 19,753 13,927
Interest receivable and similar income (3,207) (2,851)
Total 35096 28,324
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Note 13 Taxation and Non-Specific Grant Income & Expenditure

2019/20  2020/21

£000 £000
Council Tax income (115,041) (118,242)
Non-domestic rates (129,250) (72,412)
Non-ringfenced government grant Income (24,536) (141,093)
Non-ringfenced government grant Expenditure* - 20,682
Capital grants and contributions (40,685) (75,228)
Donated Assets (80) (10)
Total (309,592) (386,303)

*Covid-19 related grant expenditure in the form of Business Support and Council Tax Hardship
grants.
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Note 14 Expenditure and Income Analysed by Nature

The Council’s expenditure and income reported in the
Comprehensive Income & Expenditure Statement is
analysed by nature in the table below.

2019/20 2020/21
£000 £000
Expenditure
Employee Benefit Expenses 411,011 399,812
Other Senices expenses 516,109 513,147
Depreciation, amortisation, impairment 111,194 104,035
Interest Payments 38,303 31,175
Precepts & Levies 85 88
Payments to Housing Capital Receipts pool 1,703 1,703
(Gain)/ Loss on the Disposal of Assets 57,824 (2,258)
Total Expenditure 1,136,229 1,047,702
Income
Fees, charges and other senice income (188,193) (112,846)
Interest & Investment Income (3,207) (2,851)
Income from Council Tax, non domestic rates (244,291) (190,654)
Government grants & contributions (566,241) (769,000)
Total Income (1,001,932) (1,075,351)
(Surplus) or Deficit on Provision of Services 134,297 (27,649)
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Note 15 Property, Plant and Equipment - Movement on Balances in

2020/21

The first table in this note illustrates the change in the value of the Council’s property, plant and equipment assets during 2020/21. The following tables
provide additional detail on the basis for valuations of these assets and future capital expenditure already committed.

Service Concession

. Other Land Vehicles, Plant, . Assets Total Property,
Movements on Council . Infrastructure Community Surplus perty Assets
. . and Furniture & Under Plant and .
Balances in 2020/21 Dwellings - . Assets Assets Assets . . Included in Property,
Buildings Equipment Construction Equipment .
Plant and Equipment
£000 £000 £000 £000 £000 £000 £000 £000 £000
Cost or Valuation
At 1st April 2020 1,001,516 1,079,555 100,599 285,045 4,302 73,633 3,020 2,547,670 137,898
Additions 40,856 24,439 11,401 38,212 183 3,168 4,692 122,951 11,301
Revaluation
Increases/(Decreases) 43,840 (32,268) (3,540) ; 82) 330 ; 8,280 (7,212)
recognised in the
Revaluation Reserve
Revaluation
Increases/(Decreases) not
recognised in the (12,455) (8.432) (38) (25,375) (842) (1,919) (2,498) (51,559) -
Revaluation Reserve
De-recognition — disposals (11,212) (856) (1,702) - (4) (6,083) - (19,857) -
Assets reclassified (to)/from ) ) ) ) ) B
Held for Sale (246) (246)
Asset reclassified (other) - 781 - (48) (1,318) (55) - (640) -
As at 31st March 2021 1,062,545 1,063,219 106,720 297,834 2,239 68,828 5,214 2,606,599 141,987
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Note 15 Property, Plant and Equipment - Movement on Balances in 2020/21 (continued)

Service Concession

Movements on Council Other Land Veh|cle.s, Plant, Infrastructure Community Surplus Assets Total Property, Assets
. . and Furniture & Under Plant and .
Balances in 2020/21 Dwellings - . Assets Assets Assets . . Included in Property,
Buildings Equipment Construction Equipment .
Plant and Equipment
£000 £000 £000 £000 £000 £000 £000 £000 £000
Accumulated
Depreciation &
At 1st April 2020 - (6,668) (54,590) (75,991) - (26) - (137,275) (15,879)
Depreciation Charge (10,884) (24,746) (7,473) (7,109) (29) (37) - (50,278) (4,775)
Depreciation written out to 10,884 29,375 4,131 - 29 53 - 44,472 9,625
the Revaluation Resenve
Depreciation written out to
the Surplus/Deficit on the - 1,967 - - - 10 - 1,977 -
provision of senices
De-recognition — disposals - 57 1,626 - - 1 - 1,684 -
Assets reclassified to/(from) ) ) ) } ) ) ) i} )
Held for Sale
As at 31st March 2021 - (15) (56,306) (83,100) - 1 - (139,420) (11,029)
Net Book Value
as at 31st March 2021 1,062,545 1,063,204 50,414 214,734 2,239 68,829 5,214 2,467,179 130,958
As at 1st April 2020 1,001,516 1,072,887 46,009 209,054 4,302 73,607 3,020 2,410,395 122,019
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Note 15 Property, Plant and Equipment - Movement on Balances in

2019/20

Vehicles, Plant,

Total Property,
Plant and

Service Concession
Assets

Council Other Land Furniture Infrastructure Community Surplus Assets Under Eaui ¢ Included in Property,

Comparative Movements Dwellings & Buildings and Equipment Assets Assets Assets Construction quipmen Plant and Equipment
£000 £000 £000 £000 £000 £000 £000 £000 £000

Cost or Valuation
At 1st April 2019 950,471 1,171,025 91,682 275,602 4,047 75,833 2,853 2,571,513 137,717
Additions 42,675 23,754 4,267 26,311 96 4,253 167 101,523 4,460
Revaluation
Increases/(Decreases) 43,621 (13,339) 8,086 15 247 (656) - 37,974 (2,082)
recognised in the Revaluation
Resene
Revaluation
Increases/(Decreases) not
recognised in the Revaluation (14,047) (40,080) (3,436) (16,883) (88) (4,444) (78,978) (2,197)
Resene
De-recognition — disposals (21,204) (60,730) - - - (1,599) - (83,533) -
Assets reclassified (to)/from ) ) ) ) ) )
Held for Sale (1,075) 246 (829)
Asset reclassified (other) - - - - - - - - -
As at 31st March 2020 1,001,516 1,079,555 100,599 285,045 4,302 73,633 3,020 2,547,670 137,898
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Note 15 Property, Plant and Equipment - Movement on Balances in 2019/20 (continued)

Service Concession

Total Property, Assets

Vehicles, Plant,

Council Other Land Furniture Infrastructure Community Surplus Assets Under EPIaf‘t andt Included in Property,
Comparative Movements Dwellings & Buildings and Equipment Assets Assets Assets Construction quipmen Plant and Equipment
£000 £000 £000 £000 £000 £000 £000 £000 £000

Accumulated Depreciation &
Impairment
At 1st April 2019 - (9,181) (54,301) (69,066) - (28) - (132,576) (13,670)
Depreciation Charge (10,355) (26,654) (6,796) (6,874) (13) (37) (50,729) (4,773) >

i . =
Depremaltlon written out to the 10,355 24,582 3,445 - 13 12 38,407 2,564 zZ
Revaluation Reserve g
Depreciation written out to the ;
Surplus/Deficit on the provision - 3,348 3,062 (51) - 27 6,386 - 9)
of senices 8
De-recognition — disposals - 1,237 - - - - 1,237 - %
Assets reclassified to/(from) ) ) ) ) ) ) ) ) 2
Held for Sale §
As at 31st March 2020 5 (6,668) (54,590) (75,991) 5 (26) 5 (137,275) (15,879) S
Net Book Value 1,001,516 1,072,887 46,009 209,054 4,302 73,607 3,020 2,410,395 122,019

as at 31st March 2020
As at 1st April 2019 950,471 1,161,844 37,381 206,536 4,047 75,805 2,853 2,438,937 124,047




Note 15 Property, Plant and Equipment - Capital Commitments

At 31% March 2021, the Council has entered into a number of contracts for the construction or enhancement of Property, Plant and Equipment in
2021/22. Similar commitments at 31 March 2020 were £19.5m. The significant commitments are:

Contract for Capital Investment Period £000

Council House Acquisitions 2021-22 9,450

Waterside Strategic Regeneration Area 2022-23 4,945

Ashton Green Highway Infrastructure 2021-22 4,565

Fleet Replacement 2021-22 2,412

Jewry Wall Museum Refurbishments 2021-22 2,123 j§>

Street Improvements 2021-22 1,104 S

Leisure Centre Improvement Programme 2021-22 690 %

Goscote House 2021-22 378 .

Knighton Fields Centre 2021-22 291 %

Replacement of Radio Frequency Identification (RFID) Library Self-Senice 2021-22 272 S

Total 26,230 §
N




Note 15 Property, Plant and Equipment - Revaluations

Vehicles, Plant,

2020/21 Valuation Council Other Land and . Infrastructure Community Surplus Assets Under
. - Furniture & . Total
Dates Dwellings Buildings . Assets Assets  Assets Construction
Equipment
£000 £000 £000 £000 £000 £000 £000 £000
Carried at historical cost - - 81,344 296,515 40 - 5,216 383,115
Valued at fair or nominal
value as at:
Pre 1st April 2012 - 38 - - - - - 38
1st April 2012 - - - - - - - -
1st April 2013 - 1 - - - - - 1
1st April 2014 - 2 - 686 19 - - 707
1st April 2015 - - - - - - - -
1st April 2016 - - - - - 14 - 14
1st April 2017 - - - - 1 - - 1
Valued @ 31st March 2019 - 23 - - 3 21 - 47
Valued @ 31st March 2020 - 12 - - 77 - - 89
Valued @ 31st March 2021 1,062,545 1,063,143 25,376 633 2,099 68,793 - 2,222,589
Total 1,062,545 1,063,219 106,720 297,834 2,239 68,828 5,216 2,606,601

The Council carries out a rolling programme of
valuations that ensures that all property and land
(subject to a de minimis of £10k for asset values)
required to be measured at current value are reval-
ued annually. The few exceptions to this rule ap-
pear in the table above. All property and land as-
sets that are valued at Market Value are subject to
annual review.

Properties are now valued as at the 31 March of
the financial year using forecast indices,
if appropriate, to ensure that the valuation is still
correct at the financial year end.

Annual valuations of council dwellings are carried
out by a specialist external valuer and are based
on guidance issued by the Ministry of Housing,
Communities and Local Government. All other
valuations are carried out internally by an
accredited valuer and chartered member of the
Royal Institution of Chartered Surveyors (RICS), in
accordance with the methodologies and bases for
estimation set out in the professional standards of
RICS.

Valuations of the majority of vehicles, plant,
equipment and furniture, and of infrastructure, are
based on historical cost.
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Note 16 Heritage Assets

The Council holds a number of Heritage Assets,
defined as assets having historical, artistic,
scientific, technological, geophysical or
environmental qualities, and that are held and
maintained principally for their contribution to
knowledge and culture.

The following tables show the movement in the
value of Heritage assets during 2020/21 and the
previous year.

Heritage Buildings

These include the Magazine, Abbey House and
the Great Hall at Leicester Castle. The land and
buildings relating to these assets are included
within the revaluation cycle employed by the
Council. However, none of these assets are
charged depreciation as per the Council’s stated
accounting policy on Heritage Assets (see Note
1). Some buildings that are part of Leicester’s
heritage are included within Property, Plant &
Equipment (Note 15).

Museum Exhibits

Leicester City Council operates six museums in
the City. The museum sites are accredited
museums, meaning they meet standards
approved by the Arts Council on behalf of the
Department for Culture, Media and Sport for
collections  care, visitor experience and
organisational health.

There are currently around two million museum

and gallery exhibits which are managed in
accordance with the policies and procedures
approved by the Council in line with nationally
and internationally agreed standards.

Museum exhibits are included in the Balance
Sheet at insurance value rather than current or
fair value, reflecting the fact that sales and
exchanges are uncommon. Additions to the
exhibits collection are initially included at
historical cost and are then included as part of the
annual insurance revaluation.

Some of the City Council’'s museum exhibits
collection are displayed at the King Richard Il
Visitor Centre.

Statues and Monuments

The Council has responsibility for a number of
statues and monuments across the City. A
number of the more significant assets are
included at insurance values. The remainder are
included at a nominal value as per our stated
accounting policy on Heritage Assets.
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Note 16 Heritage Assets (continued)

Reconciliation of the Carrying Value of Heritage Assets Held by the Council

Museum Statues & Total
Movement on Balances 2020/21 Buildings Exhibits Monument Assets
£000 £000 £000 £000
Cost or Valuation
At 1st April 2020 2,494 82,121 5,876 90,491
Additions - 381 - 381
Impairment losses recognised in
sufplus/deﬁcit on the prgvision of senices (199) (199)
Disposals - - - -
Revaluations (31) 797 - 766
As at 31st March 2021 2,463 83,100 5,876 91,439
. Museum Statues & Total
2019/20 Comparative Movements Buildings Exhibits Monument Assets
£000 £000 £000 £000
Cost or Valuation
At 1st April 2019 2,883 83,468 5,876 92,227
Additions - 83 - 83
Disposals - - - -
Revaluations (389) (1,430) - (1,819)
As at 31st March 2020 2494 82121 5,876 90,491
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Note 17 Intangible Assets

The Council accounts for its computer software as
intangible assets, to the extent that the software is
not an integral part of a particular IT system and
accounted for as part of the hardware item of
Property, Plant and Equipment. The intangible assets
include both purchased licenses and application
software.

At present all of the Council’s intangible assets are
amortised over 5 years on a straight-line basis. None
of the Council’s intangible assets have been
internally generated.

2019/20 2020/21
£000 £000

Balance at 1st April

Gross Carrying Amounts 3,438 3,438

Accumulated Amortisation (1,838) (2,498)
Net carrying amount at 1st April 1,600 940
Additions (Purchases) 731 1,806
Lr?gzi:\r:czr: losses recognised in the Surplus/Deficit on the Provision (731) (564)
Write-out of impairment amortisation - -
Reclassified from other asset classifications -
Amortisation applied in Year (660) (660)
Gross Carrying Amount at 31st March 3,438 4,680
Accumulated Amortisation (2,498) (3,158)
Net Carrying Amount at 31st March 940 1,522
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Note 18a Financial Instruments - Classifications

A financial instrument is a contract
that gives rise to a financial asset of
one entity and a financial liability or
equity instrument of another entity.
Non-exchange transactions, such
as those relating to taxes and
government grants, do not give rise
to financial instruments.

Amount Amount
Category 31st March 2020 31st March 2021 Comment / Reference
£000 £000
Long Term Investments
Amount in Balance Sheet 85,000 38,000
Amounts covered in Note 18: 85,000 38,000 This note - section B Table 2
Short Term Investments
Amount in Balance Sheet 153,712 168,439
Amounts cowered in Note 18: 153,712 168,439 This note - section B Table 2
Short Term Borrowing
Amount in Balance Sheet 34,046 13,744
Amounts covered in Note 18: 34,046 13,744 This note - section B Table 1
Long Term Borrowing
Amount in Balance Sheet 180,115 180,111
Amounts cowered in Note 18: 180,115 180,111 This note - section B Table 1
Other Long Term Liabilities
Amount in Balance Sheet 703,168 970,902
Amounts covered in Note 18: 102,518 100,002 This note - section B Table 1
Amounts not covered in Note 18:
600,488 870,731 Note 42 - Defined Benefit Pensions

Liability related to defined benefit
pension schemes
Amounts related to Bonds

162 169 Not separately disclosed
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Note 18b Financial Instruments - Balances

The financial liabilities disclosed in the Table 1

Balance Sheet are analysed across the

following categories: Long Term Short Term

. e 31st March 2020 31st March 2021 31st March 2020 31st March 2021
Financial Liabilities
£000 £000 £000 £000

Loans at amortised cost:
- Principal sum borrowed 179,491 179,491 32,529 12,265
- Accrued interest - 1,517 1,479
- EIR adjustments 624 620
Total Borrowing 180,115 180,111 34,046 13,744 >
Liabilities at amortised cost: 2
- Finance leases 8,816 8,583 224 233 5
- PFI arrangements 70,794 69,473 4,685 3,421 z
- Transferred debt liability 22,419 21,484 975 975 8
Total Other Long-term Liabilities 102,029 99,540 5,884 4,629 =
Liabilities at amortised cost: a
- Trade payables - - 54,816 57,110 b
- PFI arrangements 489 462 - - %
Included in Creditors 489 462 54,816 57,110 =

Total Financial Liabilities 282,633 280,113 94,746 75,483




Note 18b Financial Instruments - Balances (continued)

The financial assets disclosed in the Table 2

Balance Sheet are analysed across

the following categories: Long Term Short Term

. . 31st March 2020 31st March 2021 31st March 2020 31st March 2021
Financial Assets
£000 £000 £000 £000

Amortised cost:
- Principal at amortised cost 85,000 38,000 145,000 160,000
- Accrued interest - - 1,105 977
Other:
Fair Value - - 7,607 7,462
Total Investments 85,000 38,000 153,712 168,439
Amortised cost: -
- Cash (including bank accounts) - - 15,943 33,592 %
Other: '%
- Cash equivalents at fair value through
profit and(ioss ° ) . 43,100 69,200 §
Total Cash and Cash Equivalents - y 59,043 102,792 g
Amortised Cost: a
- Trade receivables 4,305 4,313 8,611 3,413 N
- Loans made for senice purposes 8,959 8,311 758 392 %
Included in Debtors 13,264 12,624 9,369 3,805 A

Total Financial Assets 98,264 50,624 222,124 275,036




Note 18c Financial Instruments - Gains and Losses

The gains and losses recognised in the
Comprehensive Income and Expenditure
Statement in relation to financial instruments
consist of the following items:

Financial Financial

Liabilities Assets

Amortised Amortised

2020/21 2019/20

Other

Cost Cost Total Total
£000 £000 £000 £000 £000
Financial assets measured at fair ) ) 145 145 685
value through profit or loss
Financial assets measured at
amortised cost i (13) ) (13) 1,487
Net (gains)/losses - (13) 145 132 2,172
Interest expense 17,248 - - 17,248 18,550
Interest payable and similar 17,248 i ) 17,248 18,550
charges
Interest income - (2,428) (291) (2,719) (2,885)
Dividends - - (132) (132) (322)
!nterest and investment . (2,428) (423) (2,851) (3,207)
income
Net (Gain)/Loss for the Year 17,248 (2,441) (278) 14,529 17,515

L.

>
Z
Z
c
>
=
>
Q
Q
©)
c
z
)
(2]
N
(=]
N
S
R




Note 18d Financial Instruments - Fair Values

Financial assets classified as available for sale and all 31st March 2020 31st March 2021
derivative assets and liabilities are carried in the Balance Fair Balance Fair Balance Fair
Sheet at fair value. For most assets, including bonds, Value Sheet Value Sheet Value

treasury bills and shares in money market funds, the fair

value is taken from the market price. Level £000 £000 £000 £000

Financial liabilities held at amortised cost:

Some of the authority’s financial assets are measured at | ong-term loans from PWLB 2 134,491 197,519 134.491 199,399
fair value on a recurring basis and are described below: Long-term LOBO loans 2 20,624 34.176 20,620 33,959
« Level 1 —fair value is only derived from quoted prices ~ Other long-term loans 2 25000 36,208 25000 35,857
in active markets for identical assets or liabilities, e.g. ~ Lease payables and PFl liabilities 2 85,008 138,492 83,427 143,231
bond prices. There are only MMF at this hierarchy Transferred debt liabilities 2 23,394 33,069 22,458 34,787
level and they are quoted at the active market price. ~ Total 288,517 439,464 285,996 447,233 >
. . ; Liabilities for which fair value is not disclosed * 88,862 70,855 g
e Level 2 —fair value is calculated from inputs other - - — >
than quoted prices that are observable for the asset Total Financial Liabilities 377,379 439,464 356,851 447,233 ;
or liability, e.g. interest rates or yields for similar Recorded on balance sheet as: 3
instruments. Most financial instruments valued at this ~ Short-term creditors 61,189 63,455 g
level are based on observed market rates for similar ~ Short-term borrowing 34,046 13,744 7
transactions. However, for lease payables, PFI Long-term creditors 22,419 21,484 N
liabilities and transferred debt liabilities they are Long-term borrowing 180,115 180,111 %
based on discounting at AA corporate bond yields. Other long-term liabilities 79,610 78,057 =
Total Financial Liabilities 377,379 356,851

e Level 3 —fair value is determined using unobservable
inputs, e.g. non-market data such as cash flow
forecasts or estimated creditworthiness. This applies
to loans to other companies and they are quoted at
estimated creditworthiness.

*The fair value of short-term financial liabilities including trade payables is assumed to approximate to the carrying amount.

The fair value of financial liabilities held at amortised
cost is higher than their balance sheet carrying amount
because the money was borrowed when interest rates
were higher than they are now.

The table shows the amounts held at 31%' March 2021
and the fair value reported in the 2020/21 accounts.




Note 18d Financial Instruments - Fair Values (continued)

31st March 2020 31st March 2021

Fair Balance Fair Balance Fair
Value Sheet Value Sheet Value
Level £000 £000 £000 £000

Financial assets held at fair value:

Money market funds 1 43,100 43,100 69,200 69,200

Property Unit Trusts 2 7,607 7,607 7,462 7,462

Financial assets held at amortised cost: z
Long-term loans to local authorities 2 85,000 86,089 38,000 38,496 j%
Long-term loans to companies 3 7,913 7,913 7,294 7,294 ;
Finance Lease 3 1,046 1,046 1,017 1,017 §
Total 144,666 145,755 122,973 123,469 =
Assets for which fair value is not disclosed * 175,723 - 202,675 - »
Total Financial Assets 320,389 145,755 325,648 123,469 §
Recorded on balance sheet as: N
Long-term debtors 13,264 12,625 :
Long-term investments 85,000 38,000

Short-term debtors 9,370 3,792

Short-term investments 153,712 168,439

Cash and cash equivalents 59,043 102,792

Total Financial Assets 320,389 325,648

* The fair value of short-term financial assets including trade receivables is assumed to approximate to
the carrying amount.




Note 19 Inventories

The value of inventories as at 31% March :

Balance at Balance at
31st March 2020 31st March 2021
£000 £000
Consumable Stores 375 329
Maintenance Materials 2,003 2,148
Work in Progress 369 334
Total 2,747 2,811
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Note 20 Debtors

Long-Term Debtors

The value of long-term debtors as at 31% March :

Short-Term Debtors

The value of short-term debtors as at 31% March:

Balance at Balance at
31st March 2020 31st March 2021
£000 £000
PFl Lease 2,659 2,845
Other Long Term Debtors 11,172 10,484
Total 13,831 13,329
Balance at Balance at

31st March 2020 31st March 2021

£000 £000
Central Government bodies 6,342 41,950
Other Local Authorities 2,412 6,983
NHS bodies 3,833 4,984
Public Corporations and Trading Funds 2 1
Other Entities and Individuals 20,853 17,955
Payments in Advance 8,524 7,679
Local Taxation (Council Tax & Business Rates) 12,891 15,443
Total 54,857 94,995
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Note 21 Cash and Cash Equivalents

The value of cash and cash equivalents as at 31 March:

Balance at Balance at
31st March 2020 31st March 2021
£000 £000
Cash held by the Council 33 22
Bank 15,910 33,569
Short-term deposits 43,100 69,200
Total Cash and Cash Equivalents 59,043 102,791
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Note 22 Assets Held for Sale

The value of assets held for sale as at 31°' March: 2019/20 2020/21
£000 £000
Balance at 1st April 3,863 2,100
Property, Plant and Equipment newly classified as held for sale 1,075 886
Property, Plant and Equipment declassified as held for sale (246) -
Assets Sold (2,592) (1,075)
Other Adjustments (64)
Balance at 31st March 2,100 1,847
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Note 23 Creditors

The value of creditors as at 31%' March:

Balance at Balance at
31st March 31st March
2020 2021
£000 £000
Central Government bodies 27,158 28,490
Other Local Authorities 8,769 10,149
NHS bodies 916 140
Public Corporations and Trading Funds 8 -
Other Entities and Individuals 68,706 71,955
Receipts in Advance 32,096 62,922
Total 137,653 173,656
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Note 24 Provisions

The table below provides a list of provisions made by the authority at the end of the financial year:

Payment of Insurance Claims

The Authority holds funds to meet the costs of
insurance claims, for both claims received but not
yet settled and claims that will be received in the
future. The sum of £3.3m is held as a provision,
being the amount that the Council estimates will
be required to meet claims already received. A
further sum of £10.6m is held as an earmarked
reserve (as per Note 10), to meet the costs of
liabilities incurred for which claims have not been
received. Periodically, the fund value is reviewed
by actuaries.

Housing Benefit Subsidy Claims

The Council pays and administers Housing
Benefit within Leicester and receives subsidy
from the Government to reimburse it for amounts
paid out. The amount of subsidy received is
based on a claim completed annually.

Claims are subject to audit and often give rise to
the discovery of overpayments to some benefits
recipients. This can lead to the value of the claim
being reduced, based on an extrapolation. A
provision is maintained based on the total value
of the subsidy claims outstanding. The provision
currently totals £0.7m.

Insurance

s117 .
Housing Mental Business
. Housing Rate Total
Benefits Health
Appeals

Act

£000 £000 £000  £000 £000 £000

Balance at 1st April 2019 3,942 1,050 39 697 6,926 12,654
Net Movement (additions less (165) (45) - (12) 4,712 4,490
amounts used)

Balance at 1st April 2020 3,777 1,005 39 685 11,638 17,144
2020/21 Provisions/(Reductions) (3,614) - - 88 1,770 (1,756)
Amounts used in 2020/21 3,144 (348) - - (3,962) (1,166)
Balance at 31st March 2021 3,307 657 39 773 9,446 14,222

Section 117 Mental Health Act

The sum is a provision for refunds to people with
mental health difficulties who have been charged for
residential and nursing care. The sum provided for
is based on known cases, for which there is a possi-
bility that the Council will be required to make re-
funds.

Housing Provisions

The sum is held in respect of HRA liabilities within
the Housing service including losses on stock and
liabilities to other third parties.

Business Rate appeals

A number of appeals against rateable value assess-
ments have not been determined by the Valuation
Office Agency. If successful, there will be a retro-
spective reduction in income. Therefore, a provision
has been charged to the collection fund calculated
at a total of £19.3m (Council share of £9.4m).
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Note 25 Usable Reserves

Movements in the Council’s usable reserves are detailed in the table below, which indicates the statement or note that provides further detail.

Opening Closing
Balance Movement Balance Supporting Note
£000 £000 £000

General Fund (15,000) - (15,000) MIRS and Narrative Statement
Earmarked Reserves (244,434) (83,778) (328,212) Note 10 and Narrative Statement
Total General Fund Reserves (259,434) (83,778) (343,212)
Housing Revenue Account (32,825) (2,932) (35,757) HRA Statements and Notes
Major Repairs Reserve - - - Note 9 and HRA Note 13
Capital Receipts Reserve (110,441) (6,357)  (116,798) Note 9
Capital Grants Unapplied Reserve (66,628) (9,403) (76,031) Note 9
Total Usable Reserves (469,328) (102,470) (571,798)
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Note 26a Unusable Reserves

Unusable reserves contain items that illustrate the
difference between the Council’s financial position
under accounting standards (the “accounting basis”)
and the amount charged to the taxpayer for the year
(the “funding basis”).

31st March 31st March

2020 2021

£000 £000
Revaluation Reserve (938,563) (967,158)
Capital Adjustment Account (1,004,281) (1,015,424)
Financial Instruments Adjustment Account 20,288 19,668
Deferred Capital Receipts Reserve (1,416) (1,123)
Pensions Resene 600,488 870,731
Collection Fund Adjustment Account (2,138) 33,630
Accumulated Absences Account 7,844 8,577
Total Unusable Reserves (1,317,778) (1,051,099)

18
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Note 26b Unusable Reserves (continued)

Revaluation Reserve

The Revaluation Reserve contains the gains made
by the Council arising from increases in the value of
its property, plant and equipment, heritage assets,
assets held for sale and intangible assets. The
balance is reduced when assets with accumulated
gains are:

. Revalued downwards or impaired and the
gains are lost;

. Used in the provision of services and the gains
are consumed through depreciation; or

. Disposed of and the gains are realised.

The reserve contains only revaluation gains
accumulated since 1% April 2007, the date that the
reserve was created. Accumulated gains arising
before that date are consolidated into the balance on
the Capital Adjustment Account.

2019/20 2020/21

£000 £000
Balance at 1st April (923,043) (938,563)
Upward revaluation of assets (115,818) (92,520)
Downward revaluation of assets and impairment losses not charged to the
(Surplus)/Deficit on the Provision of Senices 41,287 39,064
(Surplus) or deficit on revaluation of non-current assets not

74,561 4
posted to the Surplus or Deficit on the Provision of Services (74,561)  (53,456)
Difference between fair value depreciation and historical cost depreciation 19,149 19,381
Accumulated gains on assets sold or scrapped 39,892 5,480
Balance at 31st March (938,563) (967,158)
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Note 26¢c Unusable Reserves (continued)

Capital Adjustment Account

The Capital Adjustment Account absorbs 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 credited with sums
provided to fund capital expenditure, both current
and previous, with sums being transferred from the
capital receipts reserve, capital grants and
contributions, the Major Repairs Reserve and the
General Fund (either direct funding or provision
for repayment of borrowing). The account is debited
with the reversal of sums charged to the CIES (to
reflect the use of the asset by services) to avoid an
impact on the General Fund. These charges include
depreciation, impairment and amortisation.

The account contains revaluation gains accumulated
on property, plant and equipment, heritage assets,
assets held for sale and intangible assets before 1%
April 2007, the date that the Revaluation Reserve
was created to hold such gains. The table below
provides details of the source of all the transactions
posted to the account.

2019/20 2020/21

£000 £000

Balance at 1st April

(1,066,605) (1,004,281)

Reversal of items relating to capital expenditure debited or credited to the Comprehensive Income and

Expenditure Statement:

Charges for depreciation & impairment

Revaluation (gain)/loss on Property, Plant and Equipment
Amortisation of intangible assets

Revenue expenditure funded from capital under statute

Amounts of non-current assets written off on disposal or sale as part of the
(gain)/loss on disposal to the Income and Expenditure Statement

Adjusting amounts written out of the Revaluation Reserve

Net written out amount of the cost of non-current assets consumed in the
year
Capital financing applied in the year:

Use of the Capital Receipts Resenrve to finance new capital expenditure
Use of the Major Repairs Reserve to finance new capital expenditure

Capital Grants, Contributions & Donated Assets credited to the Income and
Expenditure Statement that have been applied to capital financing

Statutory provision for the financing of capital investment charged against
the General Fund and HRA balances

Voluntary provision for the financing of capital investment charged against
the General Fund and HRA balances

Capital expenditure charged against the General Fund and HRA balances

110,535 103,375
15,686 (2,610)
660 660

13,071 13,907
85,069 20,199
(841,584) (868,750)
(59,041)  (24,862)
(900,625) (893,612)
(20,808)  (14,691)
(11,662)  (12,137)
(51,824)  (77,169)
(11,771)  (13,035)

- (680)

(7,593) (4,100)

Balance at 31st March

(1,004,281) (1,015,424)

€8
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Note 26d Unusable Reserves (continued)

Financial Instruments Adjustment Account

The Financial Instruments Adjustment Account
absorbs the timing differences arising from the
different arrangements for accounting for
income and expenses relating to certain
financial instruments and for bearing losses or
benefiting from gains per statutory provisions.

The Council uses the account to manage
discounts and premia paid on the early
redemption of loans. Discounts are credited to
the CIES when they are incurred, but reversed
out of the General Fund Balance to the account
in the Movement in Reserves Statement.
Premia are debited to the CIES when they are

incurred, but reversed out of the General Fund
Balance to the account in the Movement in
Reserves Statement. Over time, the income (on
discounts) and the expense (on premia) are
posted back to the General Fund Balance in
accordance with statutory arrangements for
spreading the burden on council tax.

The statutory arrangements referred to came
into force on 1st April 2007 and applied to
unamortised balances as at that date. The bulk
of the outstanding balance is amortised over 10
years from that date with part of that balance
being amortised over shorter periods.

The general policy is that any premia that are
incurred in the future will be amortised over the
longer of the residual life of the loan repaid or
the life of any replacement loan that was taken.
Shorter amortisation periods may be adopted,
however, when this is considered prudent. Any
discount that is received in the future will be
amortised over the residual life of the loan
repaid.
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2019/20 2020/21
£000 £000

Balance at 1st April 20,909 20,288
Proportion of discounts incurred in previous financial years to be credited to (621) (620)
the General Fund Balance in accordance with statutory requirements

Balance at 31st March 20,288 19,668
Amount by which finance costs charged to the Comprehensive Income and

Expenditure Statement are different from finance costs chargeable in the (621) (620)

year in accordance with statutory requirements




Note 26e Unusable Reserves (continued)

Deferred Capital Receipts Reserve 2019/20 2020/21

. . £000 £000
The Deferred Capital Receipts Reserve (DCCR) holds -
the gains recognised on the disposal of non-current Bala?cefat:st April CC (1,298) (1,416)
assets but for which cash settlement has yet to take Transfer of de erred.sale proc.:eeds to the DCCR i (406) A
place. For the Council these amounts relate to mortgage Transfer to the Capital Receipts Reserve upon receipt of cash 288 293
loans made in respect of the purchase of Council .Balance at31st March (1,416) (1,123)

dwellings and to properties leased out under finance
leases. 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 mortgage and lease payments are made the
principal repayment element of these amounts are
transferred to the Capital Receipts Reserve.
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Note 26f Unusable Reserves (continued)

Pensions Reserve

The Pensions Reserve absorbs the timing differences
arising from the different arrangements for accounting for
post-employment benefits and for funding benefits in
accordance with statutory provisions. The Council
accounts for post-employment benefits in the
Comprehensive Income and Expenditure Statement as
the benefits are earned by employees accruing years of
service, updating the liabilities recognised to reflect
inflation, and changing assumptions and investment
returns on any resources set aside to meet the costs.
However, statutory arrangements require benefits
earned to be financed as the Council makes employer’s
contributions to pension funds or eventually pays any
pensions for which it is directly responsible. The debit
balance on the Pensions Reserve therefore shows a
substantial shortfall in the benefits earned by past and
current employees and the resources the Council has set
aside to meet them. The statutory arrangements will en-
sure that funding will have been set aside by the time the
benefits come to be paid.

2019/20 2020/21
£000 £000

Balance at 1st April 811,626 600,488
Remeasurement of the Net Defined Benefit Liability (254,639) 245,315
Rewersal of items relating to retirement benefits debited or credited to the
Surplus or Deficit on the Provision of Senvices in the Comprehensive Income 90,716 74,699
and Expenditure Statement
Employe.r’s pensions contributions and direct payments to pensioners (47,215) (49.771)
payable in the year
Balance at 31st March 600,488 870,731
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Note 26g&h Unusable Reserves (continued)

Collection Fund Adjustment Account

The Collection Fund Adjustment Account manages
the differences arising from the recognition of council
tax income in the Comprehensive Income and
Expenditure Statement as it falls due from council tax
payers compared with the statutory arrangements for
paying across amounts to the General Fund from the
Collection Fund.

2019/20  2020/21

£000 £000

Balance at 1st April 2,243 (2,138)

Amount by which council tax income credited to the Comprehensive Income
and Expenditure Statement is different from council tax income calculated (4,381) 35,768
for the year in accordance with statutory requirements

Balance at 31st March (2,138) 33,630

2019/20 2020/21 Accumulated Absences Account

£000 £000

Balance at 1st April

6,966 7.844 The Accumulated Absences Account absorbs the differ-

ences that would otherwise arise on the General Fund

Settlement or cancellation of accrual made at the end of the preceding year (6,966) (7,844)  Balance from accruing for compensated absences earned

Amounts accrued at the end of the current year

but not taken in the year (i.e. annual leave entitlement car-
7,844 8,577 ried forward at 31% March each year). Statutory arrange-

Amount by which officer remuneration charged to the Comprehensive 878 733
Income and Expenditure Statement on an accruals basis is different from

ments require that the impact on the General Fund Bal-
ance is neutralised by transfers to or from the Account.

remuneration chargeable in the year in accordance with statutory

requirements

Balance at 31st March

7,844 8,577
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Note 27 Cash Flow Statement - Operating Activities

The cash flows for operating activities include the following items:

2019/20 2020/21
£000 £000
Interest received (3,207) (2,851)
Interest paid 18,550 17,248
Net interest 15,343 14,397

The surplus on the provision of services has been adjusted for the following non-cash movements:

2019/20 2020/21
£000 £000

Depreciation (50,729) (50,278)
Downward revaluations, impairment losses and reversal of prior year (78,978) (52,123)
impairments
Amortisation (660) (660)
Increase / (decrease) in creditors (7,894) (33,621)
(Increase) / decrease in debtors 5,536 39,883
(Increase) / decrease in inventories (285) 64
Mowvement in pension liability (43,501) (24,928)
Carrying amount of non-current assets and non-current assets held for sale, (79,233) (17,274)
sold or de-recognised
Other non-cash items charged to the net surplus or deficit on the provision of (5,174) 2,776
senices

(260,918) (136,161)
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Note 27 Cash Flow Statement - Operating Activities (continued)

The surplus or deficit on the provision of services has been adjusted for the following items that are
investing or financing activities:

2019/20 2020/21

£000 £000
Capital Grants credited to surplus or deficit on the provision of senices 49,093 86,597
Proceeds from the sale of property plant and equipment, investment property 27,621 22,972

and intangible assets

76,714 109,569
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Note 28 Cash Flow Statement Investment Activities

2019/20 2020/21

£000 £000
Purchase of property, plant and equipment and intangible assets 97,877 113,638
Purchase of short-term and long-term investments 1,095,650 700,900
Other payments for investing activities 5,971 -
Proceeds from sale of property, plant and equipment and intangible assets (27,621) (22,972)
Proceeds from short-term and long-term investments (1,071,649) (732,899)
Other receipts from investing activities (49,231) (79,743)
Net Cash Flows from Investing Activities 50,997 (21,076)
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Note 29 Cash Flow Statement Financing Activities

2019/20 2020/21

£000 £000
Cash receipts of short and long-term borrowing (56,625) (33,100)
Cash payments for the reduction of the outstanding liabilities relating to finance 4,460 11,301
leases and PFI contracts
Repayments of short and long-term borrowing 33,705 53,368
Net Cash Flows from Financing Activities (18,460) 31,569
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Note 30 - Pooled Budgets

The Council has entered into the following pooled
budget arrangement under Section 75 of National
Health Services Act 2006:

Supply of Integrated Community Equipment Loan
Services (ICELS)

This is an arrangement for the supply of community
equipment with Leicestershire County Council, Rutland
County Council and the three Clinical Commissioning
Group’s (CCG’s) in the areas covered by the councils.
Leicester City Council acts as the host partner.

The City Council contributed £0.62m (Adult Social Care
contribution of £0.57m and Education contribution of
£0.05m) to the pool during 2020/21 (£0.72m in 2019/20
of which Adult Social Care contributed £0.64m and
Education contributed £0.08m) and this expenditure is
also included in the Adult Social Care line and the
Education of the Comprehensive Income and
Expenditure Statement.

2019/20 2020/21
£000 £000

Funding provided to the pooled budget:

Leicester City Council 715 615
Leicestershire County Council 1,224 1,162
Rutland County Council 72 66
Leicester City CCG 1,220 1,265
East Leicestershire and Rutland CCG 1,113 1,313
West Leicestershire CCG 1,138 1,474
Total Funding provided to the pooled budget 5,482 5,895
Total Expenditure met from the pooled budget 5,482 5,895
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Note 30 Pooled Budgets (continued)

Better Care Fund

This is an arrangement between Leicester City
Council and the NHS Leicester City Clinical
Commissioning Group (LCCCG) to meet the
aims and benefits prescribed in the section 75
agreement by delivering a robust and more
integrated service between health and social
care.

The Better Care Fund (BCF) has been
established by the Government to provide funds
to local areas to support the integration of health
and social care. The grant is to be used for the
purposes of meeting adult social care needs;
reducing pressures on the NHS including
supporting more people to be discharged from
hospital when they are ready; and ensuring that
the local social care provider market is
supported.

It is a requirement of the BCF that the LCCCG
and the LCC establish a pooled fund/budget for
this purpose. The LCCCG acts as the host
partner.

Details of the income and expenditure in the
pool are provided in the table on the righthand
side.

2019/20 2020/21
£000 £000

Income
Revenue
CCG Minimum Fund 23,936 25,250
Improved Better Care Fund (iBCF) 15,467 17,040
Winter Pressures 1,574 -
Additional CCG Contribution - 3,500
Total Revenue Income 40,977 45,790
Capital-Disabled Facilities Grant 2,392 2,714
Total Income 43,369 48,504
Expenditure
Revenue
Actual Spend incurred by LCC managed schemes incl IBCF 32,693 33,783
Actual spend incurred by LCCCG & LPT (Leicestershire Partnership 6,536 12,007
Trust) managed schemes
Total Revenue Expenditure 39,229 45,790
Capital
Disabled Facilities Grant 2,392 2,714
Total Capital Expenditure 2,392 2,714
Total Expenditure 41,621 48,504
Revenue - Net outturn over/(under) spend: (1,748) -
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Note 31 Members’ Allowances

The Council paid the following amounts to members of the Council during the year:

2019/20 2020/21
£ £
Basic Allowance Payments 590,821 597,404
Special Responsibility Payments 384,323 397,006
General Expense Payments 84,855 82,937
Total 1,059,999 1,077,347
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Note 32 Officers’ Remuneration

This note comprises two parts. The first
discloses the remuneration of the Council’s
most senior officers. The second part
discloses the total number of ‘higher paid’
Council officers whose remuneration
exceeded £50k during 2020/21, shown in
bands and excluding those senior officers in
the first part.

Part 1 - Senior Employees’ Remuneration

The table shows the amounts paid to the
holders of senior posts in 2020/21 with
comparative data from 2019/20 where
applicable.

Senior employees are defined as certain
statutory chief officer posts (including the
Head of Paid Service), those earning over
£150k per annum and those earning less
than this sum but reporting directly to the
Head of Paid Service (Chief Operating
Officer).

Remuneration in this table (as defined in
statutory regulations) includes salary, fees/
allowances, employer’'s pension
contributions, taxable benefits and any
compensation for loss of office.

. . Salary, . Compensation
Financial Pension
Post Fees and R for loss of Total
Year Contributions .
Allowances office

£ £ £ £
Chief Operating Officer 2020/21 157,347 36,875 - 194,222
(Head of Paid Service) (Note 1) 2019/20 139,838 32,653 - 172,491

Chief Operating Officer

2020/21 11,987 2 14
(Head of Paid Senvice) (Note 2) 020/ ,98 ,903 890
Director Delivery, Communications & Political 2020/21 98,467 25,306 - 123,773
Governance 2019/20 95,831 23,670 - 119,501
. . 2020/21 90,396 21,291 - 111,687

Director of Finance (Note 3)

2019/20 95,831 21,671 - 117,502
City Barrister & Head of Standards (Note 4) VAL 0D 2020 . 190,535
2019/20 77,775 19,192 - 96,967
Strategic Director Social Care and Education 2020/21 132,441 34,037 - 166,478
(Note 5) 2019/20 13,129 3,243 - 16,372
Strategic Director - City Development & 2020/21 43.252 11.116 _ 54.368

Neighbourhoods (Note 6) ' ’ ’
Director of Public Health 2020/21 98,467 14,160 - 112,627
2019/20 96,420 13,865 - 110,285

Notes:

1) The Chief Operating Officer left the role on 31st March 2021

2) The new Chief Operating Officer took up the role on 1st March 2021

3) The Director of Finance left the role on 28th February 2021 to become Chief Operating Officer

4) The City Barrister works on a part-time basis

5) The Strategic Director —Social Care & Education took up the role on 2nd March 2020

6) The Strategic Director— City Development & Neighbourhoods took up the role on 1st December 2020

>
z
z
c
>
—
>
Q
Q
o
c
z
_|
%)
N
o
N
S
X




Note 32 Officers’ Remuneration (continued)

Part 2 - Higher Paid Employees Remuneration Number of Employees

The number of other Council employees receiving more than £50,000 Band Non-Schools Schools Total

remuneration for the year are shown in the table below. In line with the £ 2019/20 2020/21 2019/20 2020/21 2019/20 2020/21

relevant regulations, the table excludes the senior officers listed in the 50,000-54,999 58 70 67 83 125 153

previous table. 55,000-59,999 40 46 38 48 78 94
60,000-64,999 19 25 29 30 48 55

These figures include teaching, senior leadership and support staff

within local authority schools. Employees in schools which become 65,000-69,999 20 20 19 18 39 38
academies are only included if their remuneration during the period of 70,000-74,999 S . 18 16 23 2
the financial year prior to academy conversion (i.e. when the school was 75,000-79,999 6 8 10 16 16 24 3
under the local authority) exceeded the £50k threshold. Further details 80,000-84,999 - 1 5 8 S 9
of academies’ higher paid employees are published by academies 85,000-89,999 1 - 1 5 2 5 z
themselves or can be requested directly from academies under the 90,000-94,999 1 1 3 1 4 2 )%
Freedom of Information Act 2000. 95,000-99,999 9 9 1 2 10 11 ~
o L ) 100,000-104,999 - - 1 2 1 3
It should bg noted that the deflqltlop of re.muneratlo.n in this t?ble differs 105,000-109,999 ) ) ) 1 i .
from that ’|n the_ table a_bovg (in line with regulations) as it excludes 110,000-114,999 i i 1 i 1 i %
employers’ pension contributions. 115,000-119,999 ] ] ) ; ) ’ (S
The table includes compensation for loss of office, so employees who 120,000-124,999 - - - - - - g
left in the year may appear in a higher band than the equivalent role 125,000-129,999 - - - - - - R
would appear in based on a normal year’s salary. Equally, some posts 130,000-134,999 - - - - - - ‘
would not be included in the table based on a normal year’s salary, but Total 159 188 193 231 352 419

are included because of payments for compensation for loss of office.

The threshold for inclusion in this report is defined in regulations and
remains static at £50k annually. Salaries paid to staff include annual pay
increases as and when these are awarded, increasing the scope of the
report over time.




Note 33 External Audit Costs

The Council has incurred the following costs in relation to the audit of the Statement of Accounts,
certification of grant claims and statutory inspections and to non-audit services provided by the
Council’s external auditors: 2019/20 has been restated to reflect additional charges received.

Restated
2019/20  2020/21
£000 £000

Fees payable with regard to external audit senices carried out by the

. : 150 150
appointed auditor for the year
Fees payable for the certification of grant claims and returns for the year 54 54
Fees payable in respect of other senices provided during the year 11 11
Total 215 215
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Note 34 Dedicated Schools Grant

The Council’'s expenditure on schools is funded
primarily by grant monies provided by the Education
and Skills Funding Agency, the Dedicated Schools
Grant (DSG). DSG is ring-fenced and can only be
applied to meet expenditure properly included in the
Schools’ Budget, as defined in the School Finance
and Early Years (England) Regulations 2017. The
Schools’ Budget includes elements for a range of
educational services provided on an authority-wide
basis and for the Individual Schools’ Budget (ISB),
which is divided into a budget share for each
maintained school.

Details of the deployment of DSG receivable for
2020/21 are as follows:

Individual
2020/21 Central Schools  Total
Expenditure
Budget

£000 £000 £000
Final DSG for 2020/21 before Academy recoupment 346,578
Academy figure recouped for 2020/21 - - (120,035)
Total DSG after Academy recoupment for 2020/21 226,543
Brought forward from 2019/20 - - 5,577
Agreed initial budgeted distribution in 2020/21 87,005 145,115 232,120
In year adjustments (150) - (150)
Final budgeted distribution for 2020/21 86,855 145,115 231,970
Actual central expenditure for the year (85,422) - (85,422)
Actual ISB deployed to schools - (145,115) (145,115)
Local Authority contribution for 2020/21 - - -
Carry forward to 2021/22 1,433 - 1,433

Individual
2019/20 central Schools  Total
Expenditure
Budget

£000 £000 £000
Final DSG for 2019/20 before Academy recoupment 324,959
Academy figure recouped for 2019/20 (107,452)
Total DSG after Academy recoupment for 2019/20 217,507
Brought forward from 2018/19 8,210
Agreed initial budgeted distribution in 2019/20 85,855 139,862 225,717
In year adjustments (33) (33)
Final budgeted distribution for 2019/20 85,822 139,862 225,684
Actual central expenditure for the year (80,245) - (80,245)
Actual ISB deployed to schools - (139,862) (139,862)
Carry forward to 2020/21 5,577 - 5,577
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Note 35 Grant Income

Capital grants recognised in the year
2019/20 2020/21

The Council received the following capital grants in 2020/21.

£000 £000
These grants are analysed between those credited to the Credited to Services (All REFCUS related)
Comprehensive Income and Expenditure Statement and those held BFE |BadS||S Nee? GCra",tt | Grant gggg ?":’;Z
as receipts in advance, in line with the Council’'s accounting DZv:b\ll: d FZ::r;Iqi:Ji:s Gagn? ran 1: 563 ’992
policies. ERDF Growth Hub - 384
Most of the £39m increase in 2020/21 for capital grants credited to g't:; f:leaner Bus Technology Grant zgz
Taxation & Non-specific grant income can be attributed to Salix | rate Business Grants 217 _
Grant and Getting Building Fund totalling £32m. e e e (o e e 8,407 11,369 >
Z
2019/20 202021 g
=
£000 £000 z
Credited to Taxation & Non-Specific Grant Income 9
Salix Grant - 24,314 c
Getting Building Fund - 7,821 5
Other DFT Grants 4,170 6,192 .
Local Growth Fund 4,665 5,986 §
Homes England Grant 1,412 5,746 N
Green Homes Grant - 4,390 ‘
DFT Transforming Cities Fund 1,624 4,112
DFE Capital Maintenance Grant 2,827 3,697
S106 Contributions 2,535 3,142
DFT Integrated Transport Grant 2,556 2,556
DFT Maintenance Grant 2,102 2,540
DFE SEND Funding - 2,148
DFE Basic Need Grant 11,243 1,279
Disabled Facilities Grant - 869
Other 515 236
ERDF Low Carbon Projects 1,812 200
DFE Dewlved Capital Formula Grant 925

Total Credited to Taxation & Non-Specific Grant Income 36,386 75,228




Note 35 Grant Income (continued)

Capital grants received in advance

The Council has received a number of capital
grants, contributions and donations that have yet to
be recognised as income as they have conditions
attached to them that have not yet been met. The
balances at the year-end are as follows:

2019/20 2020/21
£000 £000

Capital Grants Receipts in Advance

DFE Basic Need Grant 7,252 -
Dewolved Formula Capital Grant 4,811 4,376
S106 Contributions 1,549 935
Land Release Fund - 850
DFT Transport Grants - 435
DFT Breathe Grants 184 184
Total Capital Grants Receipts in Advance 13,796 6,780
Capital Receipts not Recognised (deposits) 88 40
Total Received in Advance 13,884 6,820
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Note 35 Grant Income (continued)

Revenue grants recognised in the year

The Council received the following revenue grants in 2020/21.

These grants are analysed between those credited to the
Comprehensive Income and Expenditure Statement and those held as
receipts in advance, in line with the Council’s accounting policies.

There are a number of grants marked as other Covid-19 grants, which
were received as a consequence of the pandemic. These include grants
for testing, infection control, contain outbreak management, support to
the clinically vulnerable, support to schools, bus operators and travel
schemes.

2019/20 2020/21
£000 £000

Credited to Taxation & Non-Specific Grant Income

Revenue Support Grant - 28,870
Covid-19 Collection Fund Compensation Grants - 25,720
Covid-19 LA Support Grant - 22,703
Business Support Grants - 20,000
Covid-19 Grants- Sales, Fees & Charges Compensation Scheme - 11,781
Section 31 Grants 10,216 11,243
Social Senvices Support Grant 2,689 9,988
New Homes Bonus Scheme 6,858 5,922
Covid-19 Grants- Council Tax Hardship Fund - 3,738
Other Covid-19 Grants - 1,129
Other 4,773 -
Total Credited to Taxation & Non-Specific Grant Income 24,536 141,094
Credited to Services

Children’s and Education Services
Dedicated Schools Grant (see note 34) 217,507 226,543
Other Education 27,671 29,823
Pupil Premium 11,621 11,297
Other Covid-19 Grants - 1,873
Adults and Housing
Improved Better Care Fund 15,467 17,040
Other Covid-19 Grants - 8,946
Other Adult Social Care 2,189 2,187
Public Health
Public Health Grant 26,117 27,202
Other Public Health 140 134
City Development, Neighbourhoods & Housing
Other City Development, Neighbourhoods & Housing 11,590 12,872
Waste PFI 2,074 2,074
Other Covid-19 Grants - 1,026
Corporate and Resources

Housing Benefit Subsidies 93,129 85,433
Other Covid-19 Grants 10,899 18,066
Other Corporate and Resources 2,353 2,663
Housing Benefit & Council Tax Benefit Admin Grant 1,264 1,399
Waste PFI 517 517
Local Council Tax Support Admin Grant 461 466
Elections 955 224
Total Credited to Services 423,954 449,785
Total Recognised in Year 448,490 590,879
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Note 35 Grant Income (continued)

Revenue grants received in advance

The Council has received a number of revenue
grants, contributions and donations that have yet to
be recognised as income as they have conditions
attached to them that have not yet been met. The
balances at the year-end are as follows:

2019/20 2020/21
£000 £000

Adult Social Care
Other Adult Social Care - 338
City Development, Neighbourhoods & Housing
City Development, Neighbourhoods & Housing 202 252
Taxation & Non Specific Grant Income
Section 31 Grants 11,243 -
Total Receipts in Advance 11,445 590

col

>
z
z
c
>
[
>
Q
Q
o
c
z
_‘
%)
N
o
N
4
gy




Note 36 Related Parties

The Council is required to disclose material
transactions with related parties — bodies or
individuals that have the potential to control or
influence the Council or to be controlled or
influenced by the Council. Disclosure of these
transactions in Part 1 below allows readers to
assess the extent to which the Council might
have been constrained in its ability to operate
independently or might have secured the ability
to limit another party’s ability to bargain freely
with the Council.

The Council is also required to disclose interests
it holds in companies and other entities.

Organisations _or __individuals _which _are
related parties of the Council

Central Government

Central government has effective control over the
general operations of the Council — it is
responsible for providing the statutory framework
within which the Council operates, provides
substantial funding in the form of grants and
prescribes the terms of many of the transactions
that the Council has with other parties (e.g.
Council Tax bills, housing benefits). Grant funding
received from central government is shown within
Note 35 to the accounts.

Members and Officers

Members and senior officers of the Council have
direct control of the financial and operating

policies of the Council. Members receive
allowances for their role and these are detailed in
Note 31. Remuneration of senior officers is
detailed in Note 32.

All wards in the city are allocated a ward budget
of £18k per annum. These budgets are used to
fund projects in wards and the allocations are
determined by elected members.

Members and officers are also required to
disclose any other arrangements giving rise to
related party interests.

The Council itself, 15 Members of the Council
and 7 senior officers sit (either in a personal
capacity or as representatives of the Council) on
the governing bodies of 24 different
organisations. The Council made a total of £2.7m
in payments to eighteen of these organisations,
primarily in the form of grants, works or services.
All payments are made with proper consideration
of declaration of interest. The relevant members
did not take part in any discussion or decision
relating to the payments. In addition a total of
£1.5m was received from fifteen of the
organisations, primarily relating to services
provided by the Council and interest on an
outstanding loan balance.

A balance of £2.4m is outstanding on a loan
made to Leicestershire County Cricket Club, the
interest rate is at market rate terms.

Details of members’ interests are recorded in the
Register of Members’ Interest open to public
inspection at the Town Hall during office hours.

Leicester & Leicestershire Enterprise
Partnership (LLEP)

The Council is the accountable body for LLEP. A
member of the Council and 2 senior officers from
the council sit on various boards, along with
representatives from Leicestershire County
Council, Leicestershire district councils, the
private sector, voluntary sector, government and
education sector.

The Council made total payments of £0.2m to the
LLEP, in the form of contributions and interest
payments due on the balances that the Council
holds on their behalf. In addition £14.3m was
received, £14.1m from the LLEP relates to grants
and £0.2m for the provision of services. These
are not included in the related party transactions
above.

At 31st March 2021 the council held a balance of
£18.2m on behalf of the LLEP.
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Note 37 Capital Expenditure and Capital Financing

The total amount of capital expenditure incurred in the
year is shown in the table below (including the value
of assets acquired under finance leases and PFI/PPP
contracts), together with the resources that have been
used to finance it.

This note also illustrates the Council’s Capital
Financing Requirement (CFR). The CFR represents
the total underlying borrowing required to finance the
Council’s assets. There are two key points to note
about this borrowing:

e Most borrowing used to finance capital expenditure
was incurred prior to 2010, when the standard
model in local government entailed borrowing
funded by central government over the life of the
loan. Since 2010, government has provided grant
funding upfront to support all government funded
capital expenditure. Borrowing is now only
undertaken to support schemes that deliver
revenue savings sufficient to repay the debt

e New borrowing does not necessarily represent
external loans taken out, but is generally financed
by the Council's free cash flows. This minimises
the cost of external borrowing to the Council

Where capital expenditure is not financed by grant or
revenue, the expenditure results in an increase in the
Capital Financing Requirement (CFR). Increases in
the CFR result in higher levels of Minimum Revenue
Provision (MRP) charged to the revenue budget in
future years. The Council’s policy for the calculation of
MRP is set out in its annual budget setting report
presented to Council.

2019/20 2020/21
£000 £000
Opening Capital Financing Requirement 560,588 575,632
Capital Investment
Property, Plant and Equipment 101,524 122,950
Intangible Assets 731 1,806
Heritage Assets 83 381
Revenue Expenditure Funded from Capital Under Statute 13,071 13,907
Capital Loans Expenditure 3,287 -
De Minimis Capital Spend 4 8
Sub-total 118,700 139,052
Sources of Finance
Capital Receipts (20,806) (14,691)
Government Grants & Other Contributions (51,824) (77,169)
Sums set aside from revenue:
Direct Revenue Contributions (19,255) (16,237)
(MRP/Loans Fund Principal) (11,771) (13,035)
Voluntary provision of financing - (680)
Sub-total (103,656) (121,812)
Closing Capital Financing Requirement 575,632 592,872
Increase/(Decrease) in underlying need to borrowing 11,067 13,864
HRA CFR adjustment (138) (138)
Assets acquired under Finance Leases 1,852 -
Assets acquired under PFI contracts 2,263 3,514
Increase/(Decrease) in Capital Financing Requirement 15,044 17,240
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Note 38 Leases

Council as Lessee
Finance Leases

The Council has acquired a number of assets under
finance leases, including various buildings and IT
equipment. The assets acquired under these leases
are carried as Property, Plant and Equipment in the
Balance Sheet at the following net amounts:

The Council is committed to making minimum
payments under these leases comprising
settlement of the long-term liability for the

interest in the property 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:

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

31st March 31st March

2020 2021

£000 £000

Other Land and Buildings 4,685 9,031
Vehicles, Plant and Equipment 627 468
Total 5,312 9,499
31st March 31st March

2020 2021

£000 £000

Finance lease liabilities 9,040 8,816
Finance costs payable in future years 18,198 17,766
Total minimum lease payments 27,238 26,582

Minimum Lease Payments

Finance Lease Liabilities

31st March 31st March 31st March 31st March

2020 2021 2020 2021

£000 £000 £000 £000

Within one year 657 655 224 233
Within 2 to 5 years 2,689 2,722 804 614
Later than 5 years 23,892 23,205 8,012 7,969
Total 27,238 26,582 9,040 8,816
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Note 38 Leases (continued)

Operating Leases

The Council leases a number of buildings for
operational use. The future minimum lease payments
due under non-cancellable leases in future years are:

Council as Lessor
Finance Leases

The council has leased out a number of properties on
finance leases, two of which are on peppercorn
annual payments. The following tables show the
lease debtors and lease payments for the remainder:

The gross investment in the lease and the minimum
lease payments will be received over the following
periods:

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.

31st March
2021
£000
Not later than one year 849
Later than one year and not later than 5 years 2,515
Later than 5 years 4,713
Total 8,077
31st March
Finance Lease Debtor 2021
£000
Current 29
Non-current 1,019
Unearned finance income 1,692
Gross Investment in the lease 2,740
31st March
Minimum Lease Payments 2021
£000
Within one year 96
Within 2 to 5 years 385
Later than 5 years 2,259
Total 2,740
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Note 38 Leases (continued)

Operating Leases

The Council leases out a number of buildings for
economic support purposes. The future minimum
lease payments due under non-cancellable leases in
future years are:

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.

31st March 31st March

2020 2021

£000 £000

Not later than one year 4,836 4,406
Later than one year and not later than 5 years 13,384 13,259
Later than 5 years 79,090 75,221
Total 97,310 92,886
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Note 39 Private Finance Initiatives and Service Concession Arrangements

Integrated Waste Management Service Other Land Vehicles,

In 2003, the Council entered into a 25 year contract & Buildings & Equipment Total

valued in excess of £300m with Biffa Leicester Ltd _ £000 £000 £000

under the PFl scheme. The arrangement, which Balance at 1st April 2020 10,278 2,318 12,596

became operational in 2004, covers the collection, Add|t|ops. B 3,514 3,514

treatment and disposal of city residents’ waste. The Depregiation (1,285) (590) (1.875)

contractor took on the obligation to provide assets Revaluation (141) - (141) S
required to deliver these services, including a Balance at 31st March 2021 8,852 5,242 14,094

recycling facility, purpose-built anaerobic digester for
organic waste, and vehicles used in the waste
collection and recycling services. At the end of the
contract, the assets will be transferred to the Council
for nil consideration.

2020/21 was the eighteenth year of the operation of
the contract, costing £15m (£14.8m in 2019/20).

Property Plant and Equipment
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The assets used to provide the waste management
service are provided by the operator, but are
recognised on the Council’s Balance Sheet annually.




Note 39 Private Finance Initiatives and Service Concession Arrangements (continued)

Payments

The Council makes an agreed payment each year
which is increased by inflation (based on the RPI-X
measure) and can be reduced if the contractor fails
to meet performance standards. Payments remaining
to be made under the PFI contract at 31%' March
2021 (excluding future inflation) are as follows:

Although the payments made to the contractor are
described as unitary payments, they have been
calculated to compensate the contractor for the fair
value of the services they provide, the capital
expenditure incurred and interest payable whilst the
capital expenditure remains to be reimbursed.

The liability outstanding to the contractor for capital
expenditure incurred are shown in the table.

Payment for Reimbursement of Lifecycle Captial
| Total
Services Capital Expenditure nterest Replacement costs ota
£000 £000 £000 £000 £000
Within 1 year 6,640 747 504 1,377 9,268
Within 2 to 5 years 33,416 3,508 2,730 6,464 46,118
Within 6 to 10 years 7,402 715 155 1,318 9,589
Total 47,457 4,970 3,389 9,158 64,975
2019/20 2020/21
£000 £000
Balance outstanding at 1st April 3,239 3,515
Payments during the year (1,987) (2,060)
Additions 2,263 3,514
Balance at 31st March 3,515 4,969
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Note 39 Private Finance Initiatives and Service Concession Arrangements (continued)

Building Schools for the Future — Phase 1 - Rebuild of Judgemeadow and Soar Valley Community Colleges

In December 2007, the Council entered into a
25-year contract with Leicester BSF Company 1
Limited under a PFl scheme. The contractor was
to design, build, finance and operate, on the
existing sites, replacement buildings for two
community colleges — Judgemeadow and Soar
Valley — valued at £34.9m (on completion of the
rebuild in 2009). At the end of the contract, as

Property Plant and Equipment

The assets used to provide the service are
recognised on the Council’'s Balance Sheet. The
value of fixed assets included within the contract,
and an analysis of the movement in those
values, are shown below:

things stand, all assets will revert to Council
control. Under the Government’s current policies
the trend of more schools becoming academies
is likely to continue. If any PFI schools convert,
the Council will continue to make payments
under this contract from a combination of PFI
credits and contributions from schools. At
conversion the assets would transfer to the

academy, subject to the on-going provisions of
the PFI contract. The rebuild for phase 1 was
completed in 2009 and 2020/21 was therefore
the twelfth year of the operation of the contract
costing £6.7m.

Other Land & Buildings

£000
Balance at 1st April 2020 37,200
Additions 2,542
Revaluations 381
Depreciation (930)

Balance at 31st March 2021

39,193
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Note 39 Private Finance Initiatives and Service Concession Arrangements (continued)

Payments Payment for Reimbursement of Interest Lifecycle Capital Total
The Council makes an agreed payment each year Services Capital Expenditure Replacement Costs
which is increased by inflation (based on the RPI-X £000 £000 £000 £000 £000
measurer)f and can be redduzedgthe contractor. fz.alls to  Within 1 year 2.390 1148 2.365 826 6.729
?eei:;:e ?;T;er‘iiestsgl acrorft'ra;y;e;ﬁt r&r:;':r;%zt? Within 2 to 5 years 10,247 5579 8,353 3699 27,878
foll ) Within 6 to 10 years 14,563 9,320 7,232 6,624 37,739
are as foflows: Within 11 to 15 years 10,293 10,289 1,978 1,253 23,813
Total 37,493 26,336 19,928 12,402 96,159
>
Z
Z
=
>
—
>
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8
Although the payments made to the contractor are 2019/20 2020/21 %
described as unitary payments, they have been £000 £000 @
calculated to compensate the contractor for the fair - - §
value of the services they provide, the capital ~ Balance outstanding at 1st April 27,976 27,279 N
expenditure incurred and interest payable whilst the ~ Payments during the year (697) (943) ‘
capital expenditure remains to be reimbursed. The Balance at 31st March 27,279 26,336

liability outstanding to the contractor for capital
expenditure incurred is shown:




Note 39 Private Finance Initiatives and Service Concession Arrangements (continued)

Building Schools for the Future — Phase 2 - Rebuild of Crown Hills and City Of Leicester Community Colleges

On 31 March 2012 the City Council committed
to a new joint PFl project scheme for the re-
building of Crown Hills and City of Leicester
Community Colleges. The Council is contracted
to Leicester BSF Company 2 Limited for 25
years. The new schools became operational at
the end of October 2013 with construction costs
of £44.6m. At the end of the contract, as things

Property Plant and Equipment

The assets used to provide the service are
recognised on the Council's Balance Sheet.

The value of fixed assets is as shown:

stand, all assets will revert to City Council
control. Under the Government’s current policies
the trend of more schools becoming academies
is likely to continue. If any PFI schools convert,
the Council will continue to make payments
under this contract from a combination of PFI
credits and contributions from schools. At
conversion assets would transfer to the

academy, subject to the on-going provisions of
the PFI contract. 2020/21 was the eighth year of
the operation of the contract costing £6.6m.

Other Land & Buildings

£000
Balance at 1st April 2020 64,881
Additions 5,243
Revaluations/(Impairment) 2,174
Depreciation (1,562)

Balance at 31st March 2021

70,736
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Note 39 Private Finance Initiatives and Service Concession Arrangements (continued)

Payments

The Council makes an agreed payment each year
which is increased by inflation (based on the RPI-X
measure) and can be reduced if the contractor fails
to meet performance standards. Payments
remaining to be made under the PFI contract at 31°
March 2021 are as follows:

The liability outstanding to the contractor for capital
expenditure incurred is as follows:

Payment for Reimbursement Lifecycle Capital
Services of Capital Interest Replacement Total
£000 £000 £000 £000 £000
Within 1 year 2,593 1,308 2,416 683 7,000
Within 2 to 5 years 11,120 4,859 8,747 4,711 29,437
Within 6 to 10 years 15,751 9,124 8,779 5,165 38,819
Within 11 to 15 years 18,102 11,869 5,297 7,111 42,379
Within 16 to 20 years 10,409 8,022 939 3,894 23,264
Total 57,975 35182 26,177 21,564 140,898
2019/20 2020/21
£000 £000
Balance outstanding at 1st April 37,919 36,614
Payments during the year (1,305) (1,432)
Balance at 31st March 36,614 35,182
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Note 39 Private Finance Initiatives and Service Concession Arrangements (continued)

District Energy Heating & Combined Heat Power Scheme

On 14™ January 2011 the Council signed an
agreement with Leicester District Energy
Company Ltd (LDEC Ltd) for the implementation
and provision of a district heating and combined
heat and power scheme in Leicester.

heating networks and the construction of
additional heating networks in the City Centre
and some outer Council estates. Leicester
University are part of the scheme and their
heating and electricity networks are linked into

The initial capital investment made by LDEC Ltd
for the whole scheme was £13.7m, of which
£935k was funded by a CESP (Community
Energy Saving Programme) Grant from LDEC
Ltd’s parent company, GDF Suez.

i the overall network scheme.
The scheme involves the replacement of

existing heating boilers, the use of existing

-
Y
~

Property Plant and Equipment Vehicles, Plant & Equipment

The assets used to provide the service and directly £000 j§>
attributable to the City Council are recognised on the Balance at 1st April 2020 7,342 E
Council's Balance Sheet. The value of fixed assets Depreciation (408) >
attributable to the Council and operational as at 31° Balance at 31st March 2021 6,934 g
March 2021 are shown in the table: =
7
g
Payments Payment for Reimbursement Lifecycle Capital §
Services of Capital Interest Replacement Total :
The Council will make payments each year which will £000 £000 £000 £000 £000
F)e irlcreased by inflation (based on. a number of Within 1 year 1,793 218 835 215 3,061
|nflat|on measures) and can be reduced if the contractor Within 2 to 5 years 7172 1113 3,008 860 12,243
fails to meet performance standards. Payments o
(substantially based on assumed levels of energy VVithin6to 10 years 8,965 2,143 3,121 1,076 15,305
consumption) scheduled to be made under the contract ~ Within 11 to 15 years 8,965 3,450 1,814 1,076 15,305
at 31%" March 2021 (excluding future inflation increases ~ Within 16 to 20 years 3,591 1,411 206 323 5,531
and the final phase which has yet to be completed) are ~ Within 21 to 25 years 833 20 3 - 856
as follows: Total 31,319 8,355 9,077 3,550 52,301




Note 39 Private Finance Initiatives and Service Concession Arrangements (continued)

Liability

The liability outstanding to the contractor for capital expenditure incurred up to 31% March 2021 is as per the following table:

Under the terms of the agreement, at the end of the 2019/20 2020/21
scheme, or, if earlier, upon termination of the £000 £000
agreement, LDEC Ltd will sell the boiler plant and Liability for capital expenditure incurred for operational phases 8,357 8,095
heating network (such parts that are required to Payments during the year (262) (286)

heat all of the City Council’s buildings) to the City
Council or to a new service provider. The term is
designed to ensure that the City Council has a
working district heating system at the end of the
contract period. At the end of the scheme the ex-
pectation is that the sale price would be minimal.
Under the agreement the Council has granted to
LDEC Ltd licence to exercise rights to use the heat
network to supply heat to any third party consumer.
Any such supply agreements will be co-terminus
with or less than the scheme term.

Balance at 31st March 8,095 7,809
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Note 40 Termination Benefits

Total number Total Cost Total number Total Cost
of exit of Exit of exit of Exit

The Council terminated the contracts of a number of employees

in 2020/21 incurring liabilities of £0.3m (£1.7m in 2019/20). Of Band

this £0.2m (£0.9m in 2019/20) was for redundancy and other packages by  packages packages by  packages
departure costs, and £15k (£0.9m in 2019/20) was the cost cost band 2019/20 cost band 2020/21
arising from the early release of pension benefits as required by £ 2019/20 £ 2020/21 £
the regulations of the Local Government Pension Scheme
(LGPS). 0 - 20,000 59 427,186 17 159,326
20,001 - 40,000 10 306,333 2 46,663
The number and cost of exit packages are set out in the table 40,001 - 60,000 8 396,842 1 50,523
below. In 2020/21 the Council approved 12 compulsory 60,001 - 80,000 6 421,226 ) ) g
redundancies (44 in 2019/20).
80,001 - 100,000 2 168,041 - -
Total 85 1,719,628 20 256,512
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Note 41 Pension Schemes Accounted for as Defined Contribution

Schemes

Teachers’ Pensions

Teachers employed by the Council are eligible to
be members of the Teachers' Pension Scheme,
administered by the Department for Education.
The Scheme provides teachers with specified
benefits upon their retirement, and the Council
contributes towards the costs by making
contributions based on a percentage of
members' pensionable salaries.

The Scheme is a defined benefit scheme.
However, the Scheme is unfunded, and the
Department for Education uses a notional fund
as the basis for calculating the employers'
contribution rate paid by local authorities. For the
purposes of the Statement of Accounts, it is
accounted for on the same basis as a defined
contribution scheme. Under this treatment, the
council has no legal or constructive obligation to
pay further contributions if the fund does not hold
sufficient assets to pay all employee benefits
relating to employee service in the current and
prior periods. The Council’s obligation is limited
to the amount that it has agreed to contribute to
the fund and in consequence, actuarial risk and
investment risk fall on the employee.

In 2020/21, the Council paid £17.7m to Teachers'
Pensions in respect of teachers' retirement
benefits, representing 23.68% of pensionable
pay. The figures for 2019/20 were £15.5m and
20.66%. The employer rate was increased to
23.68% from September 2019, however
additional funding has been provided by central
government to fund this increase.

The Council is responsible for the costs of any
additional  benefits awarded upon early
retirement outside of the terms of the teachers'
scheme. These costs are accounted for on a
defined benefit basis and detailed in Note 42.

Public Health

Certain public health employees remain members
of the NHS pension scheme. The scheme
provides these staff with specified benefits upon
their retirement, and the Council contributes
towards the costs by making contributions based
on a percentage of members’ pensionable
salaries.

The scheme is an unfunded defined benefit
scheme. For the purposes of the Statement of Ac-
counts, it is accounted for on the same basis as a
defined contribution scheme. Under this treatment,
the council has no legal or constructive obligation
to pay further contributions if the fund does not
hold sufficient assets to pay all employee benefits
relating to employee service in the current and
prior periods. The Council’s obligation is limited to
the amount that it has agreed to contribute to the
fund and in consequence, actuarial risk and invest-
ment risk fall on the employee.

In 2020/21, the Council paid £0.1m to the NHS
Pension Scheme in respect of former NHS staff
retirement benefits representing 14.38% of pen-
sionable pay. The employer contribution increased
to 20.6% from 1st April 2019, however the in-
crease is paid to the scheme by NHS England.
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Note 42 Defined Benefit Pension Schemes

Participation in Pension Schemes

As part of the terms and conditions of employment of The accounts have been prepared on the basis of the
its officers, the Council makes contributions towards actuary’s updated IAS19 valuation report dated 13th
the cost of post-employment benefits. Although these SePtember 2021.

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 post-employment
pension schemes:

e Teachers’ Pensions Scheme — see Note 41 for
further information

e NHS Pension Scheme — see Note 41 for further
information

e The Local Government Pension Scheme, (LGPS)
administered locally by the Leicestershire County
Council — this is a funded defined benefit scheme,
meaning that the Council and employees pay
contributions into a fund, calculated at a level
intended to balance the pensions liability with
investment assets.
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Hymans Robertson, an independent firm of actuaries,
has valued the Council’'s fund asset share and
liabilities for the Local Government Pension Scheme.




Note 42 Defined Benefit Pension Schemes (continued)

Transactions relating to post-employment benefits
(LGPS)

The Council recognises the cost of retirement benefits
in the reported cost of services when they are earned
by the employees, rather than when the benefits are
eventually paid as pensions. However, the charge we
are required to make in the accounts is based on the
cash payable in the year, so the real cost of post-
employment/retirement benefits is reversed out of the
General Fund via the Movement in Reserves
Statement. The following transactions have been
made in the Comprehensive Income and Expenditure
Statement and the General Fund Balance via the
Movement in Reserves Statement during the year.

2019/20 2020/21
£000 £000
Comprehensive Income and Expenditure Statement
Cost of Senices
Current senvice cost 77,144 60,771
Past senice cost 272 1
Settlements and curtailments (6,453) -
Total Service Cost 70,963 60,772
Financing and Investment Income and Expenditure
Expected return on scheme assets (32,415) (28,757)
Interest cost 52,168 42,684
Net Interest Cost 19,753 13,927
Total Post-employment Benefit charged to the (Surplus) or 90.716 74,609

Deficit on the Provision of Services

Other post-employment benefit charged to the Comprehensive Income and Expenditure Statement

Return on plan assets excluding amounts included in net interest 138,267 (283,529)
Actuarlall (gains)/losses arising from changes in demographic (66,409) 29,840
assumptions
Actuarial (gains)/losses arising from changes in financial assumptions (201,638) 514,408
Other Experience adjustments (124,859) (15,404)
Total remeasurements recognised in the Comprehensive
. d P (254,639) 245,315

Income and Expenditure Statement
Total post-emplo nt Benefit charged to the

post-empioyme 9 (163,023) 320,014
Comprehensive Income and Expenditure statement

Movement in Reserves Statement

Revgrsal of net charges made to the Surplus or Deficit for the Provision of 90,716 74,699
Senvices for post-employment benefits
Actual amount charged against the General Fund Balance for pensions
in the year (Employers contributions paid to the scheme) (47,215) (49,771)
Total Movement in Reserves 43,501 24,928
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Note 42 Defined Benefit Pension Schemes (continued)

Assets and Liabilities in Relation to Post-employment Benefits

Reconciliation of present value of the scheme liabilities (defined benefit obligation):
2019/20  2020/21

£000 £000
Balance at 1st April 2,160,400 1,845,164
Current senvice cost 77,144 60,771
Past senice costs (including curtailments) 272 1
Effect of settlements (12,857) -
Interest cost 52,168 42,684
Contributions by scheme participants 11,081 11,575 S
Benefits paid (50,138) (48,287) S
Remeasurements arising from changes in financial assumptions (201,638) 514,408
Remeasurements arising from changes in other assumptions (124,859) (15,404)
Remeasurements arising from changes in demographic assumptions (66,409) 29,840
Balance at 31st March 1,845,164 2,440,752

Reconciliation of fair value of the scheme (plan) assets:

2019/20  2020/21
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£000 £000
Balance at 1st April 1,348,774 1,244,676
Interest income 32,415 28,757
Effect of settlements (6,404) -
Contributions by scheme participants 11,081 11,575
Employer contributions 47,215 49,771
Benefits paid (50,138) (48,287)
Return on plan assets excluding amounts included in net interest (138,267) 283,529
Balance at 31st March 1,244,676 1,570,021

The expected return on scheme assets is determined by considering the expected returns available
on the assets underlying the current investment policy. Expected yields on fixed interest investments
are based on gross redemption yields as at the Balance Sheet date. Expected returns on equity
investments reflect long-term real rates of return experienced in the respective markets.




Note 42 Defined Benefit Pension Schemes (continued)

Scheme History
2016/17 201718 2018/19 2019/20 2020/21
£000 £000 £000 £000 £000
Present value of funded obligations (1,812,582) (1,857,800) (2,108,019) (1,799,983) (2,390,572)
Present value of unfunded obligations (54,424) (51,855) (52,381) (45,181) (50,180)
Fair value of assets in the scheme 1,211,556 1,275,624 1,348,774 1,244,676 1,570,021
Surplus/(deficit) in the scheme (655,450) (634,031) (811,626) (600,488) (870,731)

Impact on future cash flows

The liabilities show the underlying commitments that the Council has in the long
run to pay post-employment (retirement) benefits. The total liability of £2,441m has
a substantial impact on the net worth of the Council as recorded in the balance
sheet, resulting in a negative overall balance of £871.7m. However, 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 (i.e. before
payments fall due), as assessed by the scheme actuary. Finance is only required
to be raised to cover discretionary benefits when the pensions are actually paid.

The total contributions expected to be made to the Local Government Pension
Scheme by the council in the year to 31% March 2022 is £48.6m. The maturity
profile is as follows:

Liability Split Weighted Average Duration

Active members 50.0% 26.0
Deferred members 21.0% 26.0
Pensioner members 29.0% 11.7
Total 100.0%
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Note 42 Defined Benefit Pension Schemes (continued)

Basis for Estimating Assets and Liabilities

Liabilities have been assessed on an actuarial basis using the projected unit credit method, an estimate of the pensions that will be payable in future years
dependent on assumptions about mortality rates, salary levels, etc. The fund liabilities have been assessed by Hymans Robertson LLP, an independent firm of
actuaries, based on the latest full valuation of the scheme as at 31%' March 2019.
The main assumptions used by the actuary have been: Local Government Pension Scheme 2019/20 2020/21
Mortality assumptions:
Longevity at 65 for current pensioners (years):

Men 21.5 21.7
Women 23.8 24.2 >
Longevity at 65 for future pensioners (years): =
Men 22.2 22.6 >
Women 25.2 25.9 2
Benefit entittement assumptions =
Rate of increase in salaries 2.4% 3.4% (c:;;
Rate of increase in pensions 1.9% 2.9% =
Rate for discounting scheme liabilities 2.3% 2.0% 5
Takg-up of optipn to convpfrt annual pension into retirement lump-sum — 50 0% 50 0% N
relating to service pre April 2008 S
N

Take-up of option to convert annual pension into retirement lump-sum —

0, 0,
relating to senice post April 2008 75.0% 75.0%




Note 42 Defined Benefit Pension Schemes (continued)

The Local Government Pension Scheme’s assets consist of the categories in the table below, by proportion of the total assets held:

Restated 2019/20 2020/21
Quoted Prices Quoted Prices Percentage Quoted Prices Quoted Prices Percentage
in Active not in Active Total of in Active not in Active Total of
Markets Markets Total Markets Markets Total
£000 £000 £000 Assets £000 £000 £000 Assets

Equity
Consumer 3,184 3,184 0% 4,016 4,016 0% ~
Manufacturing 933 933 0% 1,176 1,176 0% o
Energy and Utilities 2,617 2,617 0% 3,302 3,302 0%
Financial Institutions 3,949 3,949 0% 4,982 4,982 0% JZ>
Health and Care 916 916 0% 1,156 1,156 0% E
Information Technology 1,048 1,048 0% 1,322 1,322 0% P
Other 9,025 9,025 1% 11,384 11,384 1% >
Debt Securities 8
UK Government 105,190 198 105,388 8% 132,685 250 132,935 8% 8
Other 16,120 16,120 1% 20,333 20,333 1% 5
Private Equity n
All 57,396 57,396 5% 72,399 72,399 5% >
Real Estate S
UK Property 93,030 93,030 7% 117,348 117,348 7% R
Investment Fund and Unit Trusts
Equities * 133,714 366,191 499,905 40% 362,873 267,702 630,575 40%
Bonds 52,595 52,595 4% 66,343 66,343 4%
Hedge Funds 104 104 0% 131 131 0%
Commodities 44,022 44,022 4% 55,529 55,529 4%
Infrastructure 65,461 65,461 5% 82,571 82,571 5%
Other * 80,807 172,471 253,278 20% 112,701 206,780 319,482 20%
Derivatives
Foreign Exchange (1,582) - (1,582) 0% (1,995) (1,995) 0%
Cash and Cash Equivalents
All 37,287 - 37,287 3% 47,034 47,034 3%
Total 445,907 798,769 1,244,676 100% 767,442 802,579 1,570,021 100%

The restatement in 2019/20 is a reclassification between Quoted Prices in Active Markets & Quoted Prices not in Active Markets.




Note 42 Defined Benefit Pension Schemes (continued)

Sensitivity Analysis

The sensitivities regarding the principal assumptions used to measure the scheme liabilities are set out below.

: o :
Changes in assumptions at 31st March 2021 Approximate % increase to Approximate monetary

Defined Benefit Obligation amount (£000)
0.1% decrease in Real Discount Rate 2.0% 48,333
0.1% increase in the Salary Increase Rate 0.2% 4,590
1 Year Increase in Life Expectancy 4.0% 97,630
0.1% increase in the Pension Increase Rate 1.8% 43,208

174"

The sensitivity figures above can be used to estimate the impact of adopting different financial assumptions. In
order to qualify the impact of a change in the financial assumptions used, the value of the scheme liabilities
have been calculated at the accounting date on varying bases.
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Note 43 Contingent Liabilities

The Council has no contingent liabilities to disclose in the 2020/21 accounts.
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Note 44 Contingent Assets

The council has no contingent assets to disclose in the 2020/21 accounts.
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Note 45 Nature and Extent of Risks arising from Financial
Instruments

The Council’s activities expose it to a variety of
financial risks:

e Credit Risk: The possibility that the counterparty
to a financial asset will fail to meet its contractual
obligations, causing a loss to the Council.

e Liquidity Risk: The possibility that the Council
might not have the cash available to make
contracted payments on time.

L2l

¢ Market Risk: The possibility that an unplanned
financial loss will materialise because of changes
in market variables such as interest rates or
equity prices.

The Council's overall risk management programme
focuses on the unpredictability of financial markets
and seeks to minimise potential adverse effects on
the resources available to fund services. Risk
Management is carried out by the Treasury
Management team under the policies approved by
Council in the Treasury Management Strategy.
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Note 45 Nature and Extent of Risks arising from Financial Instruments (continued)

a) Credit Risk

Credit risk arises from deposits with banks and financial
institutions, as well as credit exposures to the Council’s
customers.

This risk is minimised through the Annual Investment
Strategy, which requires that deposits are not made with
financial institutions unless they meet identified minimum
credit criteria, as laid down by leading credit rating
agencies. Investments are also made in unrated building
societies considered to be of equivalent credit worthiness.

The Annual Investment Strategy also imposes a maximum
sum to be invested with a financial institution located
within each category.

The credit criteria in respect of loans to commercial
entities as at the balance sheet date are as detailed
opposite.

Investment ol Minimum Credit Individual o
Tvoe Investment Ratin Lending Limit Investment
yp Period 9 9 Type
Along term rat- | £10m
ingof Aand a
366 Days short term rating
of F1
Along term rat-
Deposits — ing of A-and a
Credit Rated 6 months short term rating £10m £100m
Banks and Build- of F2
ing Societies
A long term rat- £10m
100 days orless | 9,07 BBB* and | additional £5m
aiofg?l overnight limit for
rating o Barclays Bank
A long term rat- Included in
Covered Bonds 5 years ing of AA £20m above
Repurchase To be no less .
Agreements 1 year secure than a £20m Lnbc(l;dged n

(REPO)

deposit

8¢l
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Note 45 Nature and Extent of Risks arising from Financial Instruments (continued)

The credit criteria applied to other investments are as detailed below:

Maximum Investment

Minimum Credit

Individual Lending

Investment Type Counterparty Period Rating Limit Limit for Investment Type
Deposits & Bonds Local authority 6 Years None required £20m
. £300m
Bonds Local Government Bonds Agency 6 Years Along tirj:_ratmg of £20m
Bonds, B|II§ and Depos- UK Public Sector & Quasi-Public 6 Years A long term rating of £20m £40m
its Sector AA-
Deposits al"ld Treasury UK Government / UK Government Unlimited None required Unlimited Unlimited
Bills Guarantee
A long term rating of
. AA- plus backing of
Bonds International Development Banks 6 Years £10m £40m
one or more G7 coun-
tries.
Money Market Funds, Various Fund Managers, including Up to 1 month AAAMME
Money Market Plus funds shaped by local authorities £20m
Funds and Short-Dated ath)in czllectivel Advice taken from Or AAf £180m of which no more
Bond Funds 9 y Treasury Advisors than £30m in property funds
and no more than £50m in
Longer dated Bond Up to 1 month Ionger datec_j fupds and
Funds and funds invest- Vari Fund M AAF £10 funds investing in -Asset
ing in Asset Based Secu- arious Fund Managers Advice taken from m Based Securities
rities Treasury Advisors
Property Funds Various Fund Managers Investments can be sold Not Applicable £10m

in market.

6¢l
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Note 45 Nature and Extent of Risks arising from Financial Instruments (continued)

The credit criteria are based on credit ratings issued by Fitch
Ratings but investments are also permitted on the basis of
equivalent ratings issued by Moody’s Investors Services or
Standard and Poor’s.

The main commercial customers are lessees, and the financial
standing of potential lessees is checked before leases are grant-
ed. There is no uniform practice in respect of other customers,
but many of these are receiving a service linked to the social
aims and objectives of the Council where it would not be practi-
cable to assess the customer’s financial standing as a precondi-
tion for the provision of that service.

oclt

The Council’s maximum exposure to credit risk in relation to its
investments in commercial institutions (banks and building soci-
eties) of £69m as at 31st March 2021 (£73m as at 31st March
2020) cannot be assessed generally as the risk of any institution
failing to make interest payments or repay the principal sum will
be specific to each individual institution. Recent experience has
shown that it is rare for such entities to be unable to meet their
commitments. A risk of non-recovery applies to all of the Coun-
cil's deposits, but there was no evidence at 31st March 2020 or
subsequently that this was likely to crystallise.
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The Council’'s exposure to credit risk in relation to its invest-
ments in other local authorities is £198m (£200m as at 31st
March 2020). Such investments are assessed to be virtually risk
free.

As a result of loan repayments in 20/21 and having already
made prudent provision in 19/20, the Council has only recog-
nised credit impairments of £0.01m in 2020/21, based on histori-
cal experience and market conditions at 31st March 2021. There
were credit impairments of £1.5m in 2019/20.




Note 45 Nature and Extent of Risks arising from Financial Instruments (continued)

The value of the Council’s receivables classified as financial instruments on
the Balance Sheet as at 31st March 2021 was £17.9m (£16.9m as at 31st
March 2020). The following matrix is used for both 2019/20 and 2020/21 to
estimate the non-collectible proportion of these receivables.

It is estimated that the uncollectable amount on commercial and personal
debts outstanding as at 31st March 2021 will be £9.0m (£8.1m as at 31st
March 2020) and that the impaired value of these debts are £8.9m (£8.8m as
at 31st March 2020).

The following table shows current receivables analysed by age, and the
impaired value after allowing for default, credit losses and non-collectability.
The Council does not write off debt from its Balance Sheet until all options for
debt collection have been exhausted, a process that often will take a number
of years. Notwithstanding the carrying amount as reported on the balance
sheet has been reduced to account for impairment in line with the code.

Age of Receivable

Less than One Month

Estimated Non-Collection

Rate

One Month to Three Months 10%
Four Months to Six Months 25%
Seven Months to Nine Months 50%
Ten Months to One Year 75%
One Year to Two Years 80%
Over Two Years 100%

31st March 2020

31st March 2021

Impaired Impaired

Due Value Due Value

£000 £000 £000 £000
Less than 3 months 6,656 6,430 6,246 6,052
Three to six months 1,933 1,450 1,765 1,324
Six months to one year 1,599 608 2,477 1,105
More than one year 6,724 265 7,461 428
Total 16,912 8,753 17,949 8,909

LEL
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Note 45 Nature and Extent of Risks arising from Financial Instruments (continued)

b) Liquidity Risk

The Council has ready access to borrowing at favourable rates
from the Public Works Loan Board and other local authorities,
and at higher rates from banks and building societies. There is
no perceived risk that the Council will be unable to raise finance
to meet its commitments. It is however exposed to the risk that
it will need to refinance a significant proportion of its borrowing
at a time of unfavourably high interest rates. This risk is
managed by maintaining a spread of fixed rate loans.

The maturity analysis of the principal sums borrowed is as >
follows: >
Time to maturity  31st March 2020 31st March 2021 z
(years) £000 £000 2
Not over 1 39,047 19,044 >
Over 1 but not over 2 5,065 5,608 g
Over 2 but not over 5 15,108 15,285 <
Over 5 but not over 10 24,682 25,879 »
Over 10 but not over 20 42,557 38,449 §
Over 20 but not over 30 31,023 30,576 §
Over 30 165,080 165,041 ‘
Total 322,562 299,882

The Council has £20m of “Lender's option, borrower’s
option” (LOBO) loans where the lender has the option to
propose an increase in the rate payable. The Council will then
have the option to accept the new rate or repay the loan without
penalty. Due to current low interest rates, in the unlikely event
that the lender exercises its option, the Council is likely to repay
these loans. The maturity date is therefore uncertain.




Note 45 Nature and Extent of Risks arising from Financial Instruments (continued)

c) Market Risks
Interest Rate Risk

The Council is exposed to risk in terms of its exposure to interest rate The Treasury Management Strategy aims to mitigate these risks by setting
movements on its borrowings and investments. Movements in interest rates upper limits on its net exposures to fixed and variable interest rates.
have a complex impact on the Council. For instance, a rise in interest rates

would have the following effects: If all interest rates had been 1% higher (with all other variables held con-

stant) the financial effect would be:

e borrowings at variable rates — the interest expense will rise £000
e borrowings at fixed rates — the fair value of the liabilities borrowings will fall — , - -
. i . . , i Increase in interest receivable on variable rate investments 692

« investments at variable rates — the interest income credited will rise o : i 115 o

« investments at fixed rates — the fair value of the assets will fall. Increase in interest receivable on short term investments 8
Increase in interest payable on variable rate loans (123)

Investments classed as “amortised cost” and loans borrowed are not carried at Impact on Surplus or Deficit on the Provision of Services 684

fair value, so changes in their fair value will have no impact on Comprehensive Decrease in fair value of available for sale financial assets 0

Income and Expenditure. However, changes in interest payable and receivable Impact on Comprehensive Income and Expenditure 0

on variable rate borrowings and investments will be posted to the Surplus or Decrease in fair value of loans and receivables * 597

Deficit on the Provision of Services. Movements in the fair value of fixed rate L . o
Decrease in fair value of fixed rate borrowings/liabilities 60,375

investments classed as “Other” will be reflected in Comprehensive Income and
Expenditure. *No impact on Comprehensive Income and Expenditure

The accounting arrangements for “Lenders Option, Borrowers Option” (LOBO) 1o approximate impact of a 1% fall in interest rates would be as above
loans is more complex. These are loans where the lender has a periodic option  pyt with the reverse movement.

to propose an increase is the rate of interest payable on the loan and the
borrower has the option to decline this increase and to repay. In the event that
an increase was accepted the carrying amount of the loan is recalculated and
the increase in the carrying amount of the loan will reflect the net present value
of the increase in interest payments in future years. The increase is the carrying
amount of the loan will be accounted for as an immediate charge to the
Comprehensive Income and Expenditure. In simple terms, a relatively small
increase in the annual interest payable will be accounted for as a far larger sum
once the net present value of all future increases is calculated.
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Note 45 Nature and Extent of Risks arising from Financial Instruments (continued)

c) Market Risks
Price Risk

The market prices of the Council's fixed rate bond
investments and its units in pooled bond funds are governed
by prevailing interest rates and the market risk associated with
these instruments is managed alongside interest rate risk.

The market price of the Council’s property fund investments
are determined by the market prices of the underlying
property assets owned by the funds. The impact of the 5% fall
in value of the property fund value would be a reduction in
value of £373k. The Council’s intention is to hold these
investments over the medium term and not to crystallise these
losses by selling.

124

Foreign Exchange Risk

The Council has no exposure to foreign exchange risk.
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Supplementary

Financial

Statements & Explanatory
Notes



Housing Revenue Account



Housing Revenue Account (HRA) Statements - Income and Expenditure

The Housing Revenue Account (HRA) is a ring- 2019/20 2020/21
fenced account that represents the Council’s social £000 Note £000
housing service. This service is required by law to
be ring-fenced in order to ensure that there is a clear Income
link b(_etween rer.1ts ch'flrged to tenants and (72,938)  Dwelling Rents 5 (73,292)
expenditure on social housing. (391)  Non-dwelling Rents 6 (354)
(5,612)  Senice Charges 6 (5,787)
(714)  Contributions & Miscellaneous income (454) Q
(79,655) Total Income (79,887)
z
Expenditure =
12,122 General Management 12,037 ;
13,415 Special Management 3 12,860 9
29,419 Repairs & Maintenance 27,985 =
1,302 Rent, Rates, Taxes & Other Charges 1,497 =
46 Increase/ (Decrease) in Bad Debt Provision 4 222 3
26,551 Depreciation & Impairment of Fixed Assets 12 25,540 §
60 Debt Management Expenses 60 N
82,915 Total Expenditure 80,201
710 HRA share of Corporate & Democratic Core 710
3,970 "HRA Comprehensive Income and Expenditure Line" 1,024
3,970 Net Cost of HRA Services 1,024
3,331 (Gain) or Loss on Sale of HRA Assets 2,448
8,739 Loan Charges - Interest 8,840
(579) Investment Interest (496)
5,198 Pensions - Interest on Liabilities 14 4,263
(3,229) Pensions - Expected Return on Assets 14 (2,872)

17,430  (Surplus) / Deficit for the Year 13,207




Housing Revenue Account (HRA) Statements - Movement in Reserve

2019/20 2020/21
£000 Note £000
17,430 (Surplus) / Deficit for the Year (from above) 13,207
Additional items required by statute and non-statutory proper
practices to be taken into account in determining the
movement on the Housing Revenue Account balance
359 Amounts charged to the HRA for amortisation of Premia and 359
Discounts for the year determined in accordance with statute
(5,241)  HRA share of contributions to/(from) the Pension Reserve 14 (2,743)
(3,331)  Gain or (Loss) on Sale of HRA Fixed Assets (2,448)
(26,551) Depreciation and capital expenditure not adding value for Fixed 12 (25,540)
Assets
2,903 Capital Expenditure Financed from Revenue Account 10 1,707
355 HRA Set-Aside (MRP) 666
11,662 Transfers to/(from) the Major Repairs Reserve 13 12,137
97 Transfers to/(from) the Employee Benefits Reserve (277)
Total value of items reversed as part of determining
(19,747)  the statutory movement on the Housing Revenue (16,139)
Account Balance
Net (Surplus)/Deficit on the Housing Revenue Account
(2,317) et(Surplus) 9 (2,932)
in the year
(30,508) Balance Brought Forward 1st April 2020 (32,825)
(32,825) Balance Carried Forward 31st March 2021 (35,757)




Housing Revenue Account (HRA) Explanatory Notes

1. Housing Revenue Account 2. Changes to Accounting Practice 4. Rent Arrears and Provision for Bad Debts
The rules for the Housing Revenue Account There has been no change in accounting Rents and Service Charges
(HRA) are specified within the Local Government practice.

The bad debt provision for rents and service
3. Special Management charges at 31st March 2021 was £1.0m (£0.8m
at 31st March 2020). This is calculated on a rent

and Housing Act 1989. Additionally a suite of self
-financing determinations was issued by the

Ministry of Housing, Communities and Local These include group central heating and hot .

Government (MHCLG) in 2012, including the water schemes, caretaking services, security and serylce charge arrears balance of £3.2m

Iltem 8 Credit and Item 8 Debit determinations services to high rise flats, maintenance of (£3.6m in 2019/20).

which set out the capital accounting and shrubberies and grassed areas, communal 3
financing entries under the 1989 Act. services, tenancy sustainment for tenants and

rt for hostel residents.
These determinations have been made by the support for hostel residents

Council and the appropriate entries have been
made in respect of capital accounting and
financing transactions.

5. Net Rent Income from Dwellings
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2019/20  2020/21

£000 £000
Total Rent income from Dwellings 72,938 73,292
Less Housing Benefit (33,200) (30,311)
Total 39,738 42,981

6. Non -Dwelling Rents and Service Charges

These include the charges made to tenants and leaseholders for district heating, garages, security and cleaning services to flats.




Housing Revenue Account (HRA) Explanatory Notes (continued)

7. Housing Stock
Changes to Housing Stock:

2019/20 2020/21

Number of Dwellings at 1st April 20,366 20,142
Construction of new dwellings 29
Acquisitions 184 109

Right to Buy sales (409) (204)

Other Disposals 1 (10)
Number of Dwelling_;s at 31st March 20,142 20,066

8. Value of HRA Assets

31st March 2020 31st March 2021
£000 £000

Dwellings 1,001,516 1,062,545
Other Land and Buildings 20,136 20,032
Vehicles, Plant, Furniture & Equipment 181 87
Surplus Assets 283 283
Intangible Assets 300 58
Total 1,022,416 1,083,005

(045

>
z
z
c
>
—
>
Q
Q
o
c
z
_‘
%)
N
o
N
4
~




Housing Revenue Account (HRA) Explanatory Notes (continued)

9. Vacant Possession Value of Council Dwellings

The vacant possession value of council dwellings
at 31% March 2021 was £2.5bn. At the same date
the balance sheet value of council dwellings was
£1.1bn. The difference of £1.4bn reflects the fact
that social housing rents generate a lower

income stream than could be obtained in the
open market. The value placed on operational
assets in a commercial environment will reflect
the required economic rate of return in relation to
the income streams that the assets might be

expected to generate throughout their economic
life. To the extent that income streams are
constrained to serve a wider social purpose, the
value of capital assets employed for council
housing will be reduced.

31st March 2020 31st March 2021

£000

£000

Vacant possession values

2,383,539

2,529,861

10. Capital Expenditure

HRA capital expenditure on land, houses and other property in 2020/21 totalled £42m, financed as follows:

2019/20 2020/21
£000 £000
Major Repairs Reserve 11,662 12,137
Use of borrowing 13,387 13,622
Usable capital receipts 15,348 14,178
Financing from revenue account 2,903 1,707
Total 43,300 41,644
11. Capital Disposals
HRA capital disposals in 2020/21 were as follows:
2019/20 2020/21
Total Usable/ Pooled/ Total
Receipt Retained Set aside Receipt
£000 £000 £000 £000
Right to Buy (RTB) sales (19,552) (6,261) (4,295) (10,556)

Total

(19,552)  (6,261)

(4,295) (10,556)

(34"
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Housing Revenue Account (HRA) Explanatory Notes (continued)

12. Depreciation and capital expenditure not adding value for Fixed Assets

A breakdown of the depreciation and capital expenditure not adding value charges are provided in the table below:

To be consistent with the format of the dwellings
valuation supplied by the authority’s external
valuers, the dwellings depreciation charge has
been calculated by dividing the buildings
element of the valuation (on an ‘Existing Use
Value — Social Housing’ basis) by the residual
life of the properties.

2019/20 2020/21
Capital Capital
Depreciation e::te :::Il:‘;e Total Depreciation e:gte ::;tl:;e Total
value value
2019/20 2019/20 2019/20 2020/21 2020/21 2020/21
£000 £000 £000 £000 £000 £000
Dwellings* 10,355 14,047 24,402 10,884 12,455 23,339
Other Land and Buildings 535 419 954 541 410 951
Vehicles, Plant, Furniture 528 528 466 - 466
& Equipment
Surplus Assets 2 (43) (41) 4 4) -
Intangible Assets 242 466 708 242 542 784
Total 11,662 14,889 26,551 12,137 13,403 25,540
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Housing Revenue Account (HRA) Explanatory Notes (continued)

13. Use of Major Repairs Reserve

2019/20  2020/21

£000 £000
Balance at 1st April - -
Depreciation credited (11,662) (12,137)
Capital expenditure on land, houses and other property 11,662 12,137

Balance at 31st March - -

945

14. HRA Contributions to the Pensions Reserve

This table identifies the total HRA share of contributions to and (from) the pensions reserve and breaks the figure down to show the type of
contribution to or (from) the reserve. More detailed information on pensions is provided in note 42 to the core financial statements.

2019/20  2020/21
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£000 £000
Pension costs incurred in Net Cost of Senices:
Current senvice cost (3,272) (1,352)
(3,272) (1,352)
Pension interest cost and expected return on assets:
Interest on liabilities (5,198) (4,263)
Expected return on assets 3,229 2,872
(1,969) (1,391)

Total Transfer to Pension Reserve (5,241) (2,743)




Collection Fund Account



Collection Fund - Income and Expenditure Statement

The Collection Fund is a ring-fenced account that represents the Council’s role in collecting Council Tax and Non-Domestic Rates for the City of Leicester.
The Council records taxation income in the Collection Fund and then makes distributions to precepting authorities including the Leicestershire Fire and Police
authorities as well as to the Council’s own General Fund.

2019/20 2020/21
Council Business Council Business
Tax Rates Total Tax Rates Total
£000 £000 £000 Note £000 £000 £000
Income
(138,823) (138,823) Council Tax Collectable 2 (145,804) (145,804)
(113,496)  (113,496) Income from Business Ratepayers (62,374) (62,374) .
(3,395) (3,395) Transitional Protection payments - Business (1,101) (1,101) &
Rates
(255,714) Total Income (209,279) >
Expenditure =
Precepts and Demands: 3 )C>
114,696 - 114,696  Leicester City Council 122,845 122,845 -
16,495 - 16,495 Police & Crime Commissioner for Leicestershire 17,749 17,749 g
4,924 - 4,924  Leicestershire & Rutland Combined Fire Authority 5,172 5,172 g
136,115 145,766 =
Business Rates: 4 w
- 27,419 27,419  Payments to Government 56,957 56,957 §
- 1,097 1,097  Payments to Fire 1,139 1,139 S
- 81,159 81,159  Payments to Leicester City Council 55,818 55,818 =
- 482 482  Costs of Collection 483 483
110,157 114,397
1,704 (7,359) (5,655) Contn‘bytions in respect of previous year's surplus 6 970 2,007 2.977
/ (deficit)
Bad and Doubtful Debts: 7
1,366 1,879 3,245 Write-offs 1,600 1,406 3,006
932 723 1,655 Increase / (Reduction) to provision 3,901 2,627 6,528
1,592 1,592 Increase / (Reduction) to Provision for appeals 3,550 3,550
247,109 Total Expenditure 276,224
1,294 (9,899) (8,605) Fund (Surplus) / Deficit for the Year 6,433 60,512 66,945
(2,038) 8,139 6,101 Fund (Surplus) / Deficit brought forward 5 (744) (1,760) (2,504)

(744) (1,760)  (2,504) FUND BALANCE AS AT 31st MARCH 1 5,689 58,752 64,441




Collection Fund Explanatory Notes

1. Statutory Requirements & Allocation of Balances
This statement fulfils the statutory requirement for the Council to maintain a separate Collection Fund.

The balance on the collection fund is split between the relevant bodies as shown in the table below:

2019/20 2020/21
Council Business Total Council Business Total
Tax Rates Tax Rates
£000 £000 £000 £000 £000 £000 §
Leicester City Council (627) (1,497)  (2,124) 4,793 28,850 33,643
Government - (245) (245) - 29,315 29,315
Leicestershire & Rutland Combined Fire Authority (27) (18) (45) 202 588 790
Police & Crime Commissioner for Leicestershire (90) - (90) 693 - 693
Fund Balance Allocations as at 31st March (744) (1,760) (2,504) 5,688 58,753 64,441
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Collection Fund Explanatory Notes (continued)

2. Council Tax Base

The Council's Tax Base i.e. the number of chargeable dwellings in each valuation band (adjusted for dwellings where discounts apply) converted to an

equivalent number of Band D dwellings, was calculated as follows:

The total collectable Council Tax during 2020/21 was
£145.8m including arrears from prior years.

The collectable Council Tax specifically for 2020/21 was
£172.1m (including sums paid under the Local Council Tax
Reduction Scheme). After taking into account the total
amount of this reduction (£25.1m), the average number of
Band D dwellings equates to 76,121. This is an increase
from the 76,101 dwellings existing when the 2020/21 budget
was prepared due to the net effect of the following:

1) Changes in discounts and exemptions allowed;
2) New properties;

3) Lower amounts of local council tax reduction granted than
expected, arising from reduced claimant numbers.

Estimated No. Less Band D
of Taxable Band D Equivalent - Net Band D
Band Properties Ratio Equivalent LCTR Equivalent
After Effect of Dwellings Scheme Dwellings
Discount Dwellings
A- 265 5/9 147 52 95
A 69,711 6/9 46,474 9,645 36,829
B 24,017 7/9 18,680 1,946 16,734
C 14,007 8/9 12,451 916 11,535
D 5,866 9/9 5,866 287 5,579
E 3,214 11/9 3,928 113 3,815
F 1,460 13/9 2,109 40 2,069
G 568 15/9 947 7 940
H 30 18/9 60 0 60
119,138 90,662 13,006 77,656
Less adjustments for collection rates and other adjustments. (1,555)
Council Tax Base 76,101




Collection Fund Explanatory Notes (continued)

3. Precepts and Demands

The following sums were paid from the collection fund.

2019/20 2020/21

£000 £000
Leicester City Council 114,696 122,845
Police & Crime Commissioner for Leicestershire 16,495 17,749
Leicestershire & Rutland Combined Fire Authority 4,924 5,172 §
Total 136,115 145,766

4. Income from Business Rates

Under the arrangements for business rates, the Council collects rates
payable in the City, which are based on the rateable values multiplied
by a uniform rate.
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31st March 31st March

2020 2021
£ £
Non Domestic Rateable Value 305,198,096 304,089,891
2019/20 2020/21
Non Domestic Rating Multiplier 50.4p 51.2p

Non Domestic Rating Multiplier- Small Business 49.1p 49.9p




Collection Fund Explanatory Notes (continued)

5. Collection Fund Surpluses & Deficits

The Collection Fund account shows a cumulative deficit of £64.4m at 31°
March 2021 (£2.5m surplus at 31%' March 2020). The 2020/21 deficit is
unusually high due to Covid-19 Business Rate reliefs given in year. The
council has been compensated through government grants, that will offset
future deficits as they are realised. There is a smaller element of the deficit
due to changes in the bad debt provision and appeals, this will be spread
over the next 3 years.

The deficit arising on the Council Tax is £5.7m (£0.7m surplus 31st March
2020). This is a result of the bad debt provision and will be distributed
between Leicester City Council, the Police & Crime Commissioner for
Leicestershire and the Leicester, Leicestershire & Rutland Combined Fire
Authority in proportion to the respective precepts and demands.
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Collection Fund Explanatory Notes (continued)

6. Contributions to Collection Fund Surpluses & Deficits
Share of Surpluses/Deficits
Council Tax

Every January, the Authority has to estimate the surplus/
deficit for the collection fund at the end of the financial
year.

For the Council Tax, this has to be notified to the police
commissioner and the fire authority, which are entitled to
receive a share of any surplus (or contribute a share to-
wards a deficit) made in respect of Council Tax. This is
detailed in the table below.

0s)

City Police Fire Total
£000 £000 £000 £000
Estimated (Surplus) — Jan 2020 (817) (118) (35) (970)
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Business Rates

For Business Rates, this is notified to central
government and the fire authority, which are entitled
to receive a share of any surplus (or contribute a
share towards a deficit) made in respect of
Business Rates. This is detailed in the table below.

City Government Fire Total

£000 £000 £000 £000
Estimated (Surplus) — Jan 2020 (1,680) (307) (20) (2,007)




Collection Fund Explanatory Notes (continued)

7. Bad and Doubtful Debts

Bad Debt Provision

This table provides more detail on the bad debt write-offs Balance at . Increase/ Balance at
. . - . Bad Debt Write-
and the increase in the provision for bad and doubtful Provisions 1 | 2020 s | (Decrease) to 31st March
i offs In year
debts. st Apri ye Provision 2021
£000 £000 £000 £000
Council Tax 8,021 (1,600) 5,501 11,922
NNDR 4,759 (1,406) 4,033 7,386
Total 12,780 (3,006) 9,534 19,308
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Annual Governance Statement



Leicester City Council Annual Governance Statement 2020-21

1. Introduction

The Council is committed to good corporate
governance and complies with the CIPFA/
SOLACE  “Delivering Good  Governance
Framework” (2016). The Framework requires
local authorities to be responsible for ensuring
that:

. their business is conducted in accordance
with all relevant laws and regulations

. public money is safeguarded and properly
accounted for

. resources are used economically, efficiently
and effectively to achieve agreed priorities
which benefit local people

This statement is produced in fulfiiment of the
requirements under the Accounts and Audit
Regulations, 2015, to prepare an annual
governance statement.

2. The Arrangements

The Council works within the governance
arrangements summarised in Appendix 1, and
has an approved Local Code of Corporate
Governance. The following describes how the
Council meets the requirements of good
governance through the core principles, systems,
policies and procedures it has in place. Appendix
2 demonstrates how this has been assessed to
inform the Annual Governance Statement.

Key plans were changed during the year as the
focus moved to managing the COVID-19
pandemic in the City and the recovery. Although
the pandemic has presented a significant
challenge, the Council continued to work within
it's governance framework even under pandemic
conditions.

We have the following codes and rules:

o Constitution

o Financial Procedure Rules

o Code of Conduct for Members

e Code of Conduct for Employees

e Anti-fraud, Bribery and Corruption Policy

o Whistleblowing Policy

e Information Governance & Risk Policy
The City Mayor has set out a strategic vision
containing a number of key pledges which
relate to:

e A Fair City

o Homes for All

o Connecting Leicester

o Sustainable Leicester

¢ Health & Care

Lifelong Learning
A City to Enjoy

A Safe and Inclusive Leicester

The key pledges are supported by the
following key plans:

Economic Recovery

Budget Strategy

COVID-19 Reopening Plan for the City
COVID-19 Transport Recovery Plan
Leicester Street Design Guide

Joint Health & Wellbeing Strategy

Local Transport Plan

Tourism Action Plan

Economic Action Plan

St George’s Cultural Quarter Action Plan

We demonstrate good practice and ensure
accountability through:

External Audit
Annual Financial Statements

Annual Governance Statement

Open Council & committee meetings with
published minutes

Compliance with CIPFA codes of Practices
(including the new Financial Management
Code)

Scrutiny Committees
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http://www.leicester.gov.uk/your-council/city-mayor-peter-soulsby/my-vision/connecting-leicester

Leicester City Council Annual Governance Statement 2020-21 (continued)

2. The Arrangements (continued)

We show openness and engagement through
the following:

e Open Council & committee meetings with
published minutes

e Published Executive decisions

e Scrutiny of Executive projects through
committees

e Call in periods for Executive decisions

o Public engagement through consultation,
representations and petitions

e Use of social media and engagement with the
press and media

e Publication of Freedom of Information Act
responses and transparency data

We are supported by:

o Democratic Services including Member and
Civic Support Services, who also support
member development

e An Organisational Development Team, who
facilitate effective development of employees

¢ A Communications function which includes
PR, Media and Digital Media Teams

o A staff intranet and established internal
communication channels, which provide

guidance to staff
o Partnership working on key priorities

¢ An Information Assurance Team to support
our data policies

o Specialist teams offering professional advice,
for example Legal, Procurement, IT and
Finance

We review processes and delivery throughout
the year supported by:

¢ Internal Audit

o External Audit

¢ Information Governance

¢ Audit and Risk Committee

¢ Regular reporting of capital and revenue
spending during a year

e Annual review of the Local Code of Corporate
Governance

e Annual review of the Assurance Framework

e By reviewing lessons learnt by other
organisations

Additional information on many of the areas detailed above

can be found on the Council’s website;

www.leicester.gov.uk

3. Review of Effectiveness

The Council’s review of processes enables the
identification of any areas of the Council’s
activities where there are significant weaknesses
in financial controls, governance arrangements or
the management of risk. Overall, from this year’s
work, it can be concluded that controls are
operationally sound and that the Council’s
financial management arrangements conform to
the governance requirements of the CIPFA
‘Statement on the Role of the Chief Financial
Officer in Local Government’. This has been
supported by the internal audit opinion which
stated:

“The HolAS* will conclude Leicester City
Council’s control environment (its framework
of governance, risk management and control)
is overall adequate and effective.”

*Head of Internal Audit Services

Risk management and internal control are a
significant part of the governance framework and
are designed to manage risk to a reasonable
level. We cannot eliminate all risk of failure to
achieve policies, aims and objectives however the
above controls provide reasonable but not
absolute assurance of effectiveness.
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Leicester City Council Annual Governance Statement 2020-21 (continued)

Areas of significant risk or priorities for action have been identified and are detailed in the tables, together with an update of the issues identified last year.

Issues Identified in 2019/20

The areas of significant risk or priorities for action that have been identified are listed in the table:

Medium Term Financial Strategy — Like all The Covid-19 pandemic has challenged the underlying
local authorities, the Council’s financial viability is a key concern. | assumptions on which the 2020/21 budget was

In addition to growing social care pressures and the absence of | based. However, the Council has shown during 2020/21
Government spending plans beyond 20/21, we will also need to | to be financially resilient and has set a balanced budget for
plan for permanent changes in the way we provide services as a | 2021/22.

consequence of the COVID-19 pandemic.

SGl

Covid-19 Pandemic — like all local authorities, the Council The Council has been involved in providing an extensive
has been affected by the pandemic in various ways, including: response to Covid-19. Many aspects of which have re-
o Providing additional services to support the city ceived national recognition and been rolled out as models
during the pandemic. of good practice. This has included for example, an exten-

. Assessing the long-term impact of the pandem- sive programme of local testing and contact tracing.

ic on the local economy. A significant and ongoing programme of support has been
. In year and future financial impacts. provided to vulnerable residents along with the administra-
tion of a significant number of grant schemes to support
Maintaining good governance and effective scrutiny nonetheless | businesses across the city. There has been continued ro-
remains essential. bust oversight of this with weekly reporting to the City
Mayor and Executive, regular briefings for all elected
members and progress updates to each meeting of the
Overview Select Committee and to individual scrutiny
commissions.
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The Council has also continued to engage in the Local
Resilience Forum wider governance of the response.




Leicester City Council Annual Governance Statement 2020-21 (continued)

Areas of significant risk or priorities for action have been identified and are detailed in the tables, along with an update of the issues identified last year.

Issues Identified in 2020/21

The areas of significant risk or priorities for
action that have been identified are listed in the
table:

Medium Term Financial Strategy - Like all local
authorities, the Council's financial viability is a key
concern. We do not have any Government spend-
ing plans beyond 2021/22, do not fully understand
the legacy of the pandemic, and there is no national
solution yet to the social care funding crisis.

We have identified potential ongoing pressures on
the Council’s finances and included this as part of
the budget for 2021/22.

The Council will continue to monitor its finances
closely during 2021/22 including the short & long
term impacts of COVID-19. A major exercise will
take place to review the budget for 2022/23.

Covid-19 Pandemic — like all local authorities, the
Council has been affected by the pandemic in vari-
ous ways, including:

o Providing additional services to support the
city during the pandemic.

o In year and future financial impacts.

Maintaining good governance and effective scrutiny
nonetheless remains essential.

The Council will continue to deliver the ongoing re-
sponse including testing and contact tracing as well
as ongoing work with health in relation to supporting
the Covid-19 vaccination programme. In addition,
support for residents and businesses will continue
as appropriate.

This work will continue to be overseen by the politi-
cal leadership including reporting to scrutiny com-
mittees and the Council will continue to play an ac-
tive role in the Local Resilience Forum response
and recovery structures for Covid-19.
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Leicester City Council Annual Governance Statement 2020-21 (continued)

4. Conclusion

We propose over the coming year to take steps to
address the above matters to further enhance our
governance arrangements. We are satisfied that
these steps will address the need for improvements
that were identified in our review of effectiveness
and will monitor their implementation and operation
as part of our next annual review.

1G1

Signed:

Qs34

City Mayor
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Leicester City Council Annual Governance Statement 2020-21 (continued) Appendix 1

The Council had the following governance arrangements in place during 2020/21.

SUMMARY OF THE COUNCIL’S GOVERNANCE ARRANGEMENTS

Mayor, Executive and Council

Provide leadership, develop and set
policy

Key risks are considered by the Exec-
utive quarterly

Scrutiny and review

Scrutiny committees review Council
policy and can challenge decisions

Audit and Risk Committee approves
the annual accounts and reviews poli-
cies & procedures that ensure good
governance of the Council. It also
approves the Internal Audit Annual
Report and opinion

Decision making Risk management

. Decisions are recorded on the Coun- . Risk registers identify both operational
cil's website and strategic risks

There is a period of grace in which Key risks are considered by Corporate
decisions are open to review Management Team quarterly

Corporate Management Team (CMT)
Provides service level management and interface with the political leadership

Head of Paid Service is the Chief Operating Officer, who is responsible for all Council
staff and for leading an effective CMT

Chief Operating Officer is the s.151 Officer and is responsible for safeguarding the
Council’s financial position and ensuring value for money

Monitoring Officer is the City Barrister & Head of Standards who is responsible for ensur-
ing legality and promoting high standards of public conduct

CMT includes all strategic and divisional directors

8G1
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Leicester City Council Annual Governance Statement 2020-21 (continued)

The following diagram, shows how the Council has assessed its governance arrangements to inform the Annual Governance Statement

City Mayor’s
Delivery Plan and
other key plans and
strategies

Principal statutory
obligations and
organisational

objectives

Key

Assurance on corporate and
service objectives

Assurance on internal controls

Assurance on policies and
procedures

Key Strategies and

> Plans

Strategic and

Strategic and
Operational Risk

\ 4

Registers

\ 4

Operational Risks

\_/—\

Internal Audit Plan

\/\

Reports to Audit

and reports

P| and Risk Committee

Review of Risk
Registers
(including
Executive)

\ 4

Review of
effectiveness
ofiinternal
controls by
Director of
Finance

\_/—\

External Audit Plan

and reports

\/—\

Review of
Internal Audit
Annual Report
and IA Annual

Opinion

A\ 4

Evaluation of

Assurances

Other Inspection
Reports—e.g.

Ofsted, CQC, HSE

\ 4

Review of
external audit
and inspection

reports

Review of
compliance
with Local
Code of
Corporate
Governance

Review of
information
assurance
processes

w

Appendix 2

Annual Governance
Statement

Annual
Governance
Statement
submitted with
Final Accounts

A 4

Review of
Annual
Governance
Statement by
Audit and Risk
Committee

v

Review of
Annual
Governance
Statement by
City Mayor
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Glossary

This Glossary explains terms that may be encountered in discussion of Local Government finance. Definitions are intended to assist a general audience, rather
than reflecting exactly the technical sense in which the terms are used.

Academies

Publicly funded schools, independent of Local
Authority control, held accountable directly to the
Government.

Accountable Body

An accountable body is an organisation which
takes financial responsibility for the management
of funds which comprise of contributions from
multiple organisations; the fund itself is not a legal
entity.

Accounting Policies

Those principles, bases, conventions, rules and
practices applied by an entity that specify how the
effects of transactions and other events are to be
reflected in the financial statements through
recognising, selecting measurement bases for,
and presenting assets, liabilities, gains, losses
and changes in reserves. Accounting policies do
not include estimation techniques.

Accruals

The concept that items of income and
expenditure are recognised as they are earned or
incurred, not as money is received or paid.

Actuarial Basis

The estimation technique applied when
estimating the liabilities to be recognised for
defined benefit pension schemes in the financial
statements of an organisation.

Agent

Is where the authority is acting as an
intermediary.

Amortisation

The reduction in an amount carried on the
Balance Sheet by the regular debiting or crediting
to an Income and Expenditure Account.
Appropriation

The process of transferring balances from
revenue to reserves and vice versa.

Asset

A resource controlled by the authority, as a result
of past events and from which future economic
benefits are expected to flow to the authority.

Assets Held for Sale

These are assets which are very likely to be sold
within 12 months of the balance sheet date. They
are therefore classified as Current Assets.

Balance Sheet

The Balance Sheet shows the assets and
liabilities of the Authority.

Bonds

Investment in certificates of debts issued by a
Government or company. These certificates
represent loans which are repayable at a future
date with interest.

Budget

The financial plan reflecting the Council's policies
and priorities over a period of time.

Capital Expenditure

Expenditure on the purchase, construction or
enhancement of major items which have a lasting
value to the authority.

Capital Financing

The raising of money to pay for capital
expenditure. There are various methods of
financing capital expenditure including borrowing,
direct revenue financing, usable capital receipts,
capital grants, capital contributions and revenue
reserves.
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Glossary (continued)

Capital Financing Requirement

Reflects the authority’s level of debt relating to
capital expenditure.

Capital Programme

The capital schemes the Authority intends to
carry out over a specified time period.

Capital Receipts

Money the Council receives from selling assets
(buildings, land etc.). Capital receipts from the
sale of housing assets cannot be used entirely to
fund new capital expenditure; a proportion must
be paid to government.

CIPFA (Chartered Institute of Public Finance
and Accountancy)

The principal accountancy body dealing with local
government finance.

Code of Practice on Local Authority
Accounting (The Code)

A publication produced by the Chartered Institute
of Public Finance and Accountancy (CIPFA) that
provides comprehensive guidance on the content
of a Council’'s Statement of Accounts.

Collection Fund

A separate fund recording the expenditure and
income relating to Council Tax and NNDR.

Community Assets

Assets that the Council intends to hold in
perpetuity, that have no determinable useful lives
and that may have restrictions on their disposal.
Examples of community assets are parks and
historic buildings.

Community Schools

Schools which the Council run, employ the staff
and normally owns and maintains the land and
buildings (with the exception of PFI schools).

Comprehensive Income and Expenditure
Statement

This Statement reports the net cost of all services
and functions for which the authority is
responsible.

Contingent Liabilities

Liabilities which may or may not occur in the
future. They often depend on future events for
which the outcome cannot be predicted. Due to
their uncertainty they do not appear in the
balance sheet.

Council

The Council comprises the City Mayor and all
elected Councillors who represent the various
electoral divisions.

Council Tax

This is a tax, which is levied on the broad capital

value of domestic properties, and charged to the
resident or owner of the property.

Council Tax Base

This is a figure that expresses the total band D
equivalent properties. The amount to be funded
by Council Tax is divided by this, and charges for
all other bands of property are based on this
charge.

Council Tax Precept

The amount of income due to Leicestershire
Police Authority and Leicester, Leicestershire and
Rutland Combined Fire Authority from the
Council, who are responsible for billing Council
Tax.

Creditors

Amounts owed by the Council for work done,
goods received or services rendered but for which
payment has not been made by the end of the
financial year.

Debits and Credits

A debit represents expenditure against an
account and a credit represents income to an
account.
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Glossary (continued)

Debtors

Amounts due to the Council but unpaid at the end
of the financial year.

Dedicated Schools Grant

A ring-fenced grant from the government that has
to be used to fund the delegated budget of each
school, together with certain items of related
central expenditure.

Deficit

Arises when expenditure exceeds income or
when expenditure exceeds available budget.

Depreciation

The term used to describe the charge made for
the cost of using tangible fixed assets. The
charge for the year will represent the amount of
economic benefits consumed (i.e. wear and tear).

Direct Revenue Financing

The cost of capital projects that is charged
against revenue budgets.

Equities

Ordinary shares in UK and overseas companies
traded on a stock exchange. Shareholders have
an interest in the profits of the company and are
entitled to vote at shareholder’s meetings.

Expenditure and Funding Analysis

This statement shows how annual expenditure is
used and funded from resources by the Council in
comparison to those resources consumed or
earned by authorities in accordance with
generally accepted accounting practices.

External audit

An audit is an examination by an independent
expert of the authority’s financial affairs to check
that the relevant legal obligations and codes of
practice have been followed.

Fair Value

The price that would be received to sell an asset
or paid to transfer a liability in an orderly
transaction between market participants at the
measurement date.

Finance Lease

A lease that transfers substantially all of the risks
and rewards of ownership of a fixed asset to the
lessee.

Financial Instruments

Financial instruments are formally defined in the
Code as contracts that give rise to a financial
asset of one entity and a financial liability or
equity instrument of another entity.

Financial Reporting Standards (FRSs)

Statements prepared by the Financial Reporting

Council. Many of the Financial Reporting
Standards (FRSs) and the earlier Statements of
Standard Accounting Practice (SSAPs) apply to
local authorities and any departure from these
must be disclosed in the published accounts.

General Fund

The Council’s main revenue account, covering
the net cost of all services other than Council
housing.

Going Concern

The going concern accounting concept assumes
that the organisation will not significantly curtail
the scale of its operation in the foreseeable
future.

Government Grants

Payment by Government towards the cost of local
authority services. These are either for particular
purposes or services (specific grants) or in aid of
local services generally (formula grant).

Housing Benefits

A system of financial assistance to individuals
towards certain housing costs administered by
local authorities and subsidised by central
government.
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Glossary (continued)

Housing Revenue Account (HRA)

A separate account to the General Fund which
includes the expenditure and income arising with
the provision of housing accommodation by the
Council. The HRA is ring-fenced: no cross
subsidy is allowed between the HRA and the
General Fund in either direction.

Impairment Loss

A material reduction in the value of fixed assets
outside the normal periodic revaluations.

Internal Audit

An independent appraisal function established by
the management of an organisation for the review
of the internal control system as a service to the
organisation.

International Financial Reporting Standards

(IFRSs)

These are guidelines for the production of
financial statements. Many of these now apply to
local authorities and departure from these must
be disclosed in the published accounts.

International _Financial Reporting _Interpretations
Committee (IFRIC)

Aims to provide guidance on newly identified
financial reporting issues not specifically dealt
with in IFRSs.

Inventories

Comprises; goods or other assets purchased for
resale; consumable stores; raw materials and
components purchased for incorporation into
products for sale; products and services in
intermediate stages of completion, long term
contract balances and finished goods.

Investments

An asset which is purchased with a view to
making money by providing income, capital
appreciation or both.

Joint Venture

An organisation for which the Council has partial
control and ownership, but decisions require the
consent of all participants.

Leasing

A method of financing the acquisition of assets,
notably equipment, vehicles and plant. This is
normally for an agreed period of time, up to
several years.

Liabilities

An obligation to transfer economic benefits.
Current liabilities are payable within one year.
LOBO Loans

Lender Option, Borrower Option loans. This is a
loan in which the lender can, at a predetermined

time, request to change the interest rate at which
the loan is being charged. If the borrower does
not agree to the rate change, the borrower then
has the option to repay the loan.

Local Council Tax Reduction Scheme

System of granting means-tested Council Tax
discounts and exemptions depending on personal
taxpayer circumstances.

Long Term Borrowing

Loans raised to finance capital spending which
have to be repaid over a period in excess of one
year from the date of the accounts.

Materiality

Materiality is an expression of the relative
significance or importance of a particular matter in
the context of the financial statements as a whole.

Minimum Revenue Provision (MRP)

A minimum amount, set by law, which the Council
must charge to the income and expenditure
account, for debt redemption or for the discharge
of other credit liabilities (e.g. finance lease).
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Glossary (continued)

Movement In Reserves Statement

This statement shows the movement in the year
on the different reserves held by the authority,
analysed into ‘usable reserves’ (i.e. those that be
applied to fund expenditure or reduce local taxa-
tion) and other reserves.

National Non-Domestic Rate (NNDR)

Represents the rate of taxation on business prop-
erties. Central Government have the responsibil-
ity for setting the rate and Local Authorities are
responsible for the billing and collection of the tax.
Income is shared between Central Government,
the Council and Leicestershire Fire authority.

Net Book Value

The amount at which non-current assets are in-
cluded in the balance sheet. It represents histori-
cal cost or current value less the cumulative
amounts provided for Depreciation or Impairment.

Net Expenditure / Net Cost of Service

The actual cost of a service to an organisation
after taking account of all income charged for ser-
vices provided.

Non-Current Assets

Assets that yield benefits to the Council for a peri-
od of more than one year, examples include land,

buildings and vehicles.

Operating Lease

A lease where an asset is used only for a small
proportion of its economic life.

Operational Assets

Fixed assets held and occupied in the pursuit of
strategic or service objectives.

Outflow
This represents cash going out of the Council.

Precept

An amount charged by another authority to the
Council’'s Collection Fund. There are two precep-
tors on Leicester’s collection fund: the Police and
Crime Commissioner and the Leicestershire &
Rutland Combined Fire Authority.

Prior Period Adjustments

These are material adjustments relating to prior
year accounts that are reported in subsequent
years and arise from changes in accounting poli-
cies or from the correction of fundamental errors.

Principal
Is where the authority is acting on its own behalf.

Private Finance Initiative (PFI)

An initiative for utilising private sector funding to
provide public sector assets.

Provision

An amount of money set aside in the budget to
meet liabilities that are likely or certain to arise in
the future, but which cannot be quantified with
certainty.

Public Works Loan Board (PWLB)

A government agency providing long and short-
term loans to local authorities. Interest rates are
generally lower than the private sector, and slight-
ly higher than the rates at which the Government
may borrow.

Remuneration

All sums paid to or receivable by an employee
and sums due by way of expenses allowances
and the monetary value of any other benefits re-
ceived other than in cash. Pension contributions
payable by either employer or employee are ex-
cluded.

Revaluation Reserve

This reserve contains revaluation gains on assets
recognised since 1 April 2007 only, the date of its
formal implementation.
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	Note 33 External Audit Costs     
	The Council has incurred the following costs in relation to the audit of the Statement of Accounts, certification of grant claims and statutory inspections and to non-audit services provided by the Council’s external auditors: 2019/20 has been restated to reflect additional charges received. 
	Note 34 Dedicated Schools Grant 
	The Council’s expenditure on schools is funded primarily by grant monies provided by the Education and Skills Funding Agency, the Dedicated Schools Grant (DSG).  DSG is ring-fenced and can only be applied to meet expenditure properly included in the Schools’ Budget, as defined in the School Finance and Early Years (England) Regulations 2017. The Schools’ Budget includes elements for a range of educational services provided on an authority-wide basis and for the Individual Schools’ Budget (ISB), which is div
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	Note 36 Related Parties   
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	Note 37 Capital Expenditure and Capital Financing 
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	Payments 
	Note  39  Private  Finance  Initiatives  and  Service  Concession  Arrangements  (continued) 
	In December 2007, the Council entered into a   25-year contract with Leicester BSF Company 1 Limited under a PFI scheme. The contractor was to design, build, finance and operate, on the existing sites, replacement buildings for two community colleges – Judgemeadow and Soar Valley – valued at £34.9m (on completion of the rebuild in 2009). At the end of the contract, as things stand, all assets will revert to Council control. Under the Government’s current policies the trend of more schools becoming academies
	Building Schools for the Future – Phase 1 - Rebuild of Judgemeadow and Soar Valley Community Colleges 
	Property Plant and Equipment 
	Note 39 Private Finance Initiatives and Service Concession Arrangements (continued) 
	Payments 
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	Note 39 Private Finance Initiatives and Service Concession Arrangements (continued) 
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	Payments 
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	Note 39 Private Finance Initiatives and Service Concession Arrangements (continued) 
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	Payments 
	District Energy Heating & Combined Heat Power Scheme  
	Liability 
	Note 39 Private Finance Initiatives and Service Concession Arrangements (continued) 
	Under the terms of the agreement, at the end of the scheme, or, if earlier, upon termination of the agreement, LDEC Ltd will sell the boiler plant and heating network (such parts that are required to heat all of the City Council’s buildings) to the City Council or to a new service provider. The term is designed to ensure that the City Council has a working district heating system at the end of the contract period. At the end of the scheme the ex-pectation is that the sale price would be minimal. Under the a
	Note 40 Termination Benefits   
	The Council terminated the contracts of a number of employees in 2020/21 incurring liabilities of £0.3m (£1.7m in 2019/20).  Of this £0.2m (£0.9m in 2019/20) was for redundancy and other departure costs, and £15k (£0.9m in 2019/20) was the cost arising from the early release of pension benefits as required by the regulations of the Local Government Pension Scheme (LGPS). 
	Note 41 Pension Schemes Accounted for as Defined Contribution Schemes  
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	The scheme is an unfunded defined benefit scheme. For the purposes of the Statement of Ac-counts, it is accounted for on the same basis as a defined contribution scheme. Under this treatment, the council has no legal or constructive obligation to pay further contributions if the fund does not hold sufficient assets to pay all employee benefits relating to employee service in the current and prior periods. The Council’s obligation is limited to the amount that it has agreed to contribute to the fund and in c
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	Assets and Liabilities in Relation to Post-employment Benefits 
	Reconciliation of fair value of the scheme (plan) assets: 
	The expected return on scheme assets is determined by considering the expected returns available on the assets underlying the current investment policy. Expected yields on fixed interest investments are based on gross redemption yields as at the Balance Sheet date. Expected returns on equity investments reflect long-term real rates of return experienced in the respective markets. 
	Reconciliation of present value of the scheme liabilities (defined benefit obligation): 
	Note 42 Defined Benefit Pension Schemes (continued) 
	Scheme History 
	The liabilities show the underlying commitments that the Council has in the long run to pay post-employment (retirement) benefits. The total liability of £2,441m has a substantial impact on the net worth of the Council as recorded in the balance sheet, resulting in a negative overall balance of £871.7m. However, 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 contribution
	Impact on future cash flows 
	Basis for Estimating Assets and Liabilities 
	Note 42 Defined Benefit Pension Schemes (continued) 
	The main assumptions used by the actuary have been: 
	Note 42 Defined Benefit Pension Schemes (continued) 
	The Local Government Pension Scheme’s assets consist of the categories in the table below, by proportion of the total assets held: 
	The restatement in 2019/20 is a reclassification between Quoted Prices in Active Markets & Quoted Prices in Active Markets. 
	The sensitivities regarding the principal assumptions used to measure the scheme liabilities are set out below. 
	Sensitivity Analysis 
	Note 42 Defined Benefit Pension Schemes (continued) 
	The sensitivity figures above can be used to estimate the impact of adopting different financial assumptions. In order to qualify the impact of a change in the financial assumptions used, the value of the scheme liabilities have been calculated at the accounting date on varying bases.  
	Note 43 Contingent Liabilities   
	The Council has no contingent liabilities to disclose in the 2020/21 accounts. 
	Note 44 Contingent Assets   
	The council has no contingent assets to disclose in the 2020/21 accounts. 
	The  Council’s  activities  expose  it  to  a  variety  of  financial  risks: 
	Note 45 Nature and Extent of Risks arising from Financial  Instruments   
	a)  Credit  Risk 
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	Note 45 Nature and Extent of Risks arising from Financial Instruments (continued)   
	The credit criteria applied to other investments are as detailed below: 
	The credit criteria are based on credit ratings issued by Fitch Ratings but investments are also permitted on the basis of equivalent ratings issued by Moody’s Investors Services or Standard and Poor’s. 
	Note 45 Nature and Extent of Risks arising from Financial Instruments (continued)   
	 
	Note 45 Nature and Extent of Risks arising from Financial Instruments (continued)   
	The value of the Council’s receivables classified as financial instruments on the Balance Sheet as at 31st March 2021 was £17.9m (£16.9m as at 31st March 2020). The following matrix is used for both 2019/20 and 2020/21 to estimate the non-collectible proportion of these receivables. 
	It is estimated that the uncollectable amount on commercial and personal debts outstanding as at 31st March 2021 will be £9.0m (£8.1m as at 31st March 2020) and that the impaired value of these debts are £8.9m (£8.8m as at 31st March 2020).  
	Note 45 Nature and Extent of Risks arising from Financial Instruments (continued)   
	The Council has ready access to borrowing at favourable rates from the Public Works Loan Board and other local authorities, and at higher rates from banks and building societies.  There is no perceived risk that the Council will be unable to raise finance to meet its commitments.  It is however exposed to the risk that it will need to refinance a significant proportion of its borrowing at a time of unfavourably high interest rates.  This risk is managed by maintaining a spread of fixed rate loans.  
	b)  Liquidity  Risk 
	The Council has £20m of “Lender’s option, borrower’s option” (LOBO) loans where the lender has the option to propose an increase in the rate payable. The Council will then have the option to accept the new rate or repay the loan without penalty.  Due to current low interest rates, in the unlikely event that the lender exercises its option, the Council is likely to repay these loans.  The maturity date is therefore uncertain. 
	Note 45 Nature and Extent of Risks arising from Financial Instruments (continued) 
	The Council is exposed to risk in terms of its exposure to interest rate movements on its borrowings and investments. Movements in interest rates have a complex impact on the Council. For instance, a rise in interest rates would have the following effects: 
	c)  Market  Risks   
	*No impact on Comprehensive Income and Expenditure  
	The approximate impact of a 1% fall in interest rates would be as above but with the reverse movement.   
	If all interest rates had been 1% higher (with all other variables held con-stant) the financial effect would be: 
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	Housing Revenue Account (HRA) Statements - Income and Expenditure   
	The Housing Revenue Account (HRA) is a ring-fenced account that represents the Council’s social housing service. This service is required by law to be ring-fenced in order to ensure that there is a clear link between rents charged to tenants and expenditure on social housing.  
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	9.  Vacant Possession Value of Council Dwellings 
	Housing Revenue Account (HRA) Explanatory Notes (continued) 
	12. Depreciation and capital expenditure not adding value for Fixed Assets 
	To be consistent with the format of the dwellings valuation supplied by the authority’s external valuers, the dwellings depreciation charge has been calculated by dividing the buildings  element of the valuation (on an ‘Existing Use Value – Social Housing’ basis) by the residual life of the properties. 
	Housing Revenue Account (HRA) Explanatory Notes (continued) 
	14. HRA Contributions to the Pensions Reserve 
	13. Use of Major Repairs Reserve 
	This table identifies the total HRA share of contributions to and (from) the pensions reserve and breaks the figure down to show the type of         contribution to or (from) the reserve.  More detailed information on pensions is provided in note 42 to the core financial statements. 
	Collection Fund Account 
	Collection Fund - Income and Expenditure Statement 
	The Collection Fund is a ring-fenced account that represents the Council’s role in collecting Council Tax and Non-Domestic Rates for the City of Leicester. The Council records taxation income in the Collection Fund and then makes distributions to precepting authorities including the Leicestershire Fire and Police authorities as well as to the Council’s own General Fund. 
	Collection Fund Explanatory Notes   
	1. Statutory Requirements & Allocation of Balances 
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	The total collectable Council Tax during 2020/21 was £145.8m including arrears from prior years.  
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	3. Precepts and Demands 
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	Collection Fund Explanatory Notes (continued) 
	The Collection Fund account shows a cumulative deficit of £64.4m at 31st March 2021 (£2.5m surplus at 31st March 2020). The 2020/21 deficit is unusually high due to Covid-19 Business Rate reliefs given in year. The council has been compensated through government grants, that will offset future deficits as they are realised. There is a smaller element of the deficit due to changes in the bad debt provision and appeals, this will be spread over the next 3 years. 
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