Annex 1

1. ACCOUNTING POLICIES

a) General

The Statement of Accounts summarises the Council’s transactions for the financial year and its
position at the year-end. The Accounts have been prepared in accordance with the Code of
Practice on Local Authority Accounting in the United Kingdom 2025/26. The Code is based on

levels of approved accounting standards:

International Financial Reporting Standards (IFRS) approved by the International Accounting
Standards Board (IASB).

International Accounting Standards (IAS) approved by the International Accounting Standards
Committee (IASC).

Interpretations originating from the International Financial Reporting Interpretations
Committee (IFRIC).

Interpretations originating from the Standing Interpretations Committee (SIC).

International Public Sector Accounting Standards (IPSAS) approved by the International
Public Sector Accounting Standards Board (IPSASB).

Financial Reporting Standards (FRS) approved by the Accounting Standards Board (ASB).
Statements of Standard Accounting Practice (SSAP) approved by the Accounting Standards
Committee (ASC).

Urgent Issues Task Force’s (UITF) Abstracts.

The accounting convention adopted for the preparation of these Accounts is an historical cost
basis modified for the revaluation of certain categories of assets.

b) Qualitative Characteristics of Financial Information

Relevance - in accordance with IAS 8 (Accounting Polices, Changes in Accounting Estimates
and Errors) the objective of the principal statements is to provide information on the Council’s
financial performance that is useful for assessing the stewardship of public funds and for
making economic decisions.

Reliability - the financial information can be depended upon to represent accurately the
substance of the transactions that have taken place. The Accounts are unbiased, free from
material error, have been prepared in a prudent manner and have included all issues that
would assist users to make adequate decisions on the Council’s financial standing.
Comparability - the Accounts contain comparative information about the Council so that
performance may be compared with a prior period.

Understandability - although a reasonable knowledge of accounting and local government is
required, all efforts have been made in the preparation of the financial statements to ensure
that they are as easy to understand as possible.

Materiality - an item of information is material to the Accounts if its misstatement or omission
might reasonably be expected to influence assessments of the Council’s stewardship and
economic decisions.

¢) Accounting Concepts

Going concern — it is assumed that the Council will continue in operational existence for the
foreseeable future and accordingly the Accounts have been prepared on a going concern
basis.
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Accruals - the financial statements, other than the Cash Flow Statement, have been prepared
on an accruals basis. The accruals basis requires the non-cash effects of transactions to be
reflected in the financial statements for the accounting period in which those effects are
experienced and not in the period in which any cash is received or paid.

Primacy of legislation - local authorities derive their power from statute and their financial and
accounting framework is closely controlled by legislation. Where there is conflict between a
legal requirement and an accounting standard, the legal requirement will take precedence.

d) Accruals and Revenue Recognition

Income and expenditure is accrued to ensure that it is accounted for in the year to which it relates,
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 goods or services are transferred to the service
recipient in accordance with the performance obligations in the contract.

Supplies are recorded as expenditure when they are consumed — where there is a gap
between the date supplies are received and their consumption, they are carried as inventories
on the Balance Sheet.

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

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

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

There is a de-minimis limit for revenue accruals of £1,000 and there is a de-minimis limit of
£10,000 for capital scheme accruals (this can be made up of multiple invoices). Transactions
below this limit are not generally accrued for as they are deemed immaterial to the
understanding of the accounts. There will be exceptions where accruals are raised below
these limits, depending on the nature of the transaction.

Revenue relating to council tax and business rates will be recorded at the full amount
receivable, net of any impairment losses. These transactions are deemed to be of a non-
contractual, non-exchange nature in that there is no difference between the delivery of
services and the payment of the debt raised.

Income from garden waste customers is apportioned between years to account for the service
that they have paid for in the current and following financial years.

Where income or expenditure has been recognised within the income and expenditure account,
but cash has not been received or paid, a debtor or creditor for the amount stated will be recorded
on the Balance Sheet. Where debts raised may not be settled, the balance of debtors will be
adjusted by an impairment adjustment charged to the revenue account.

Exceptions to these principles are electricity, gas and similar periodical payments (excluding
council offices) which are charged at the date of meter reading rather than being apportioned
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between financial years and insurance payments which will now be recognised in the year they
are paid. Penalty charge notice income, income from car parks, land charges income, licensing
fees and planning application and building control fees which are accounted for on the day of
receipt. This policy is consistently applied each year and its effect on the Accounts is not
considered to be material.

Assets Held for Sale

Non-current assets that have been identified for sale by the Council will be reclassified as current
assets when the asset is being actively marketed and has a high probability of sale within twelve
months of the Balance Sheet date.

Cash and Cash Equivalents

Internally managed investments of three months or less from the date of acquisition will be
recognised as cash equivalents (short-term, highly liquid investments that are readily convertible
to known amounts of cash and which are subject to an insignificant risk of changes in value).
Externally Managed funds normally comprise of investments that cannot be easily realised and
are excluded from this heading.

Council Tax and National Non-Domestic (Business) Rates

The Council is a billing authority which is required to bill local residents and businesses for
Council Tax and National Non-Domestic Rates respectively. The Council acts as an agent for
Kent County Council, Police and Crime Commissioner for Kent and Kent Fire and Rescue in
respect of Council Tax and as such the Accounts show the amount owed by and to taxpayers in
respect of our proportion of the Council Tax and the major precepting authorities as a net debtor
or creditor.

Similarly, the Council acts as an agent for the Government, Kent County Council and Kent Fire
and Rescue in respect of Business Rates and as such the Accounts show the amount owed by
and to taxpayers in respect of our proportion of the Business Rates and the other bodies covered
by the Business Rates Retention scheme as a net debtor or creditor.

In addition, included in the Comprehensive Income and Expenditure Statement is our share of the
Collection Fund surplus/deficit for the year in respect of Council Tax and Business Rates, which is
subsequently reversed within the Movement in Reserves Statement to the Collection Fund
Adjustment Account in the Balance Sheet.

Contingent Assets and Liabilities

Contingent assets will not be recognised in the accounting statements, they will be disclosed by
way of notes, if the inflow of a receipt or economic benefit is probable. Such disclosures should
indicate the nature of the contingent asset and an estimate of its financial effect.

Contingent liabilities will not be recognised in the accounting statements, they will be disclosed by
way of notes if there is a possible obligation which may require a payment or a transfer of
economic benefits. For each class of contingent liability, the Council should disclose the nature of
the contingency, a brief description, an estimate of its financial effect, an indication of the
uncertainties relating to the amount or timing of any outflow and the possibility of any
reimbursement.
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Debt Write-Off

The Head of Finance approves and/or recommends the write-off of debt where efforts to collect
the sums have failed and any further action would be uneconomic or impractical or in the opinion
of the Head of Finance there is a valid reason for not pursuing the debt. In order to mitigate the
financial impact of write-offs the Head of Finance makes an impairment allowance taking into
account the size and age of the debt outstanding and the likelihood of recovery.

Employee Benefits

Under the Code employee benefits are accounted for when the Council is committed to pay an
employee. Employee benefits are split into three categories.

Benefits Payable during Employment

This covers:

e Short-term employee benefits, such as salaries and wages, paid annual leave and paid sick
leave, bonuses and non-monetary benefits (e.g. cars) for current employees.

e Benefits earned by current employees, but payable twelve months or more after the end of
the reporting period (e.g. long-service awards).

Termination Benefits

This covers costs that are payable as a result of either an employer’s decision to terminate an
employee’s employment before the normal retirement date; or an employee’s decision to accept
voluntary redundancy in exchange for those benefits. They are often lump-sum payments, but
also include enhancement of retirement benefits; and salary until the end of a specified notice
period if the employee renders no further service that provides economic benefits to the entity.

In the event of notice of termination being served on an employee the known liability is recognised
at the earlier of when the authority can no longer withdraw the offer of these benefits or when the
authority recognises the costs of a restructure will involve the payment of termination benefits,
any enhanced retirement benefits paid by the employer are accounted for on a cash basis.

Post-Employment Benefits

As part of the terms and conditions of employment of its employees, the Council offers retirement
benefits. Although these benefits will not actually be payable until employees retire, the Council
has a commitment to make the payments that needs to be disclosed at the time employees earn
their future entitlement. The Local Government Pension Scheme is administered locally by Kent
County Council — this is a defined benefit statutory scheme administered in accordance with the
Local Government Pension Scheme Regulations 2014, is contracted out of the State Second
Pension and currently provides benefits based on career average revalued salary and length of
service on retirement, meaning that the Council and employees pay contributions into a fund,
calculated at a level intended to balance the pension liabilities with investment assets.

Under IAS 19, the employer recognises as an asset or liability the surplus / deficit in a pension
scheme. The surplus / deficit in a pension scheme is the excess / shortfall of the value of assets
when compared to the present value of the scheme liabilities. A prerequisite of the introduction of
IAS 19 was that it did not impact on taxation requirements. Where the contributions paid to the
pension scheme do not match the change in the Council’s recognised liability for the year, the
recognised cost of pensions will not match the amount required to be raised in taxation. Any such
mismatch is to be dealt with by an equivalent appropriation to or from a pension reserve. The
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Balance Sheet will show the net pension asset or liability and an equivalent pension reserve
balance.

Contributions to the pension scheme are determined by the Fund’s actuary on a triennial basis.
The most recent actuarial valuation was on 31 March 2022 and will determine contribution rates
for the three-year period from April 2023 to March 2026.

Events After the Balance Sheet Date

Events after the Balance Sheet date are those events, favourable and unfavourable, that occur
between the Balance Sheet date and the date when the Accounts are authorised for issue.

The authorised for issue date is:

¢ When the Accounts are signed by the Council’s Section 151 Officer for approval by Members
and published with the audit opinion and certificate which should be by no later than 31
January 2027.

Events arising after the Balance Sheet date and before the above date will be reflected in the
Accounts if they provide additional evidence of conditions that existed at the Balance Sheet date
and materially affect the amounts to be included (adjusting events). Such events:

e could materially alter an estimate of, for example, debtors, creditors or an impairment
allowance previously identified in the accounting processes;

e could substitute a materially different actual figure for an estimate; or

e could reflect a permanent impairment or betterment in the financial position, but only where
the originating event took place prior to the year-end and the amounts are considered
material to the Accounts.

Exceptional Items and Prior Period Adjustments

Exceptional items, when they occur, are included in the cost of the service to which they relate or
on the face of the Comprehensive Income and Expenditure Statement if that degree of
prominence is necessary in order to give a fair presentation of the Accounts. A description of any
exceptional items will be given within the notes to the Accounts.

Prior period adjustments arise from corrections and adjustments that are the natural result of
estimates inherent in the accounting process. Such adjustments constitute normal transactions
for the year in which they are identified and are accounted for accordingly. Material adjustments
applicable to prior periods arising from changes in accounting policies or from the correction of
fundamental errors are accounted for by restating the comparative figures for the preceding
period and adjusting the appropriate opening balances for the cumulative effect.

Financial Instruments

Financial instruments are broken down between financial assets (cash, investments and some
categories of debtors) and financial liabilities (loans payable and some categories of creditors).

Although there are three classifications for the valuation of financial instruments, only two are
relevant to the types of investments held by the Council, being either amortised cost or fair value
through profit and loss (Comprehensive Income and Expenditure Statement).

Debtors and creditors are measured at fair value and are carried in the Balance Sheet at
amortised cost.
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Investments are broken down in two ways. Firstly, by maturity, in that any investment with a
maturity date of more than 364 days after the Balance Sheet date will be classed as long-term
and less than as short-term; and secondly by class of asset such as amortised cost or fair value
through profit and loss.

Loans and receivables are assets that have fixed or determinable payments, but are not quoted in
an active market, these are measured at fair value and are carried on the Balance Sheet at
amortised cost.

Assets classified as fair value through profit and loss have a quoted active market price and do
not have fixed or determinable payments. These are measured and carried on the Balance Sheet
at fair value through profit and loss.

Accrued interest is shown as part of the investment balance. This is a departure from the Code
which requires accrued interest to be shown as part of the debtors balance. Accrued interest
receivable within 364 days of the Balance Sheet date will be recognised as part of the short-term
investment balance on the Balance Sheet, irrespective of the date of maturity of the investment.

Gains and losses in relation to investments are recognised within the Comprehensive Income and
Expenditure Statement under interest and investment income. Statute however requires
unrealised gains and losses on investments classified as fair value through profit and loss to be
subsequently transferred via the Movement in Reserves Statement to the Balance Sheet.

Foreign Currency Transactions

Any gains or losses arising from exchange rate fluctuations will be charged to the Comprehensive
Income and Expenditure Statement in the year of payment or receipt.

Government Grants and Other Contributions

Revenue grants received are accrued and credited to the Comprehensive Income and
Expenditure Statement in the same period as the related expenditure was incurred.

Grants specific to a service will be shown against that service expenditure line. General grant,
e.g. Revenue Support Grant and New Homes Bonus are credited and disclosed separately in the
Comprehensive Income and Expenditure Statement under taxation and non-specific grant
income.

Capital grants and contributions (such as Section 106 developer contributions) received will be
credited in full to the Comprehensive Income and Expenditure Statement on receipt where there
are no conditions attached to its use and in the year that the capital expenditure is incurred where
there are conditions attached to its use.

Inventories

Inventories are valued at the latest price paid. This is a departure from the requirements of the
Code and IAS 2 (Inventories), which require stocks to be shown at actual cost or net realisable
value, if lower. The difference in value is not considered to be material.

Leases

The Authority as lessee

The authority classifies contracts as leases based on their substance. Contracts and parts of
contracts, including those described as contracts for services, are analysed to determine whether
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they convey the right to control the use of an identified asset, through rights both to obtain
substantially all the economic benefits or service potential from that asset and to direct its use.

The Code expands the scope of IFRS 16 Leases to include arrangements with nil consideration,
peppercorn or nominal payments.

Initial measurement

Leases are recognised as right-of-use assets with a corresponding liability at the date from which
the leased asset is available for use (or the IFRS 16 transition date, if later). The leases are
typically for fixed periods in excess of one year but may have extension options.

The authority initially recognises lease liabilities measured at the present value of lease
payments, discounting by applying the authority’s incremental borrowing rate wherever the
interest rate implicit in the lease cannot be determined. Lease payments included in the
measurement of the lease liability include:

o fixed payments, including in-substance fixed payments

e variable lease payments that depend on an index or rate, initially measured using the
prevailing index or rate as at the adoption date

e amounts expected to be payable under a residual value guarantee

e the exercise price under a purchase option that the authority is reasonably certain to exercise

e |ease payments in an optional renewal period if the authority is reasonably certain to exercise
an extension option

e penalties for early termination of a lease, unless the authority is reasonably certain not to
terminate early.

The right-of-use asset is measured at the amount of the lease liability, adjusted for any

prepayments made, plus any direct costs incurred to dismantle and remove the underlying asset

or restore the underlying asset on the site on which it is located, less any lease incentives

received. However, for peppercorn, nominal payments or nil consideration leases, the asset is

measured at fair value.

Subsequent measurement

The right-of-use asset is subsequently measured using the fair value model. The authority
considers the cost model to be a reasonable proxy except for:

e assets held under non-commercial leases

e |eases where rent reviews do not necessarily reflect market conditions

¢ leases with terms of more than five years that do not have any provision for rent reviews

e leases where rent reviews will be at periods of more than five years.

For these leases, the asset is carried at a revalued amount. In these financial statements, right-of
use assets held under index-linked leases have been adjusted for changes in the relevant index,
while assets held under peppercorn or nil consideration leases have been valued using market
prices or rentals for equivalent land and properties.

The right-of-use asset is depreciated straight-line over the shorter period of remaining lease term
and useful life of the underlying asset as at the date of adoption.

The lease liability is subsequently measured at amortised cost, using the effective interest
method.



Annex 1

The liability is remeasured when:

o there is a change in future lease payments arising from a change in index or rate

e there is a change in the group’s estimate of the amount expected to be payable under a
residual value guarantee

e the authority changes its assessment of whether it will exercise a purchase, extension or
termination option, or

e there is arevised in-substance fixed lease payment.

When such a remeasurement occurs, a corresponding adjustment is made to the carrying amount

of the right-of-use asset, with any further adjustment required from remeasurement being

recorded in the income statement.

Low value and short lease exemption
As permitted by the Code, the authority excludes leases:

o for low-value items that cost less than £10,000 when new, provided they are not highly
dependent on or integrated with other items, and

e with a term shorter than 12 months (comprising the non-cancellable period plus any extension
options that the authority is reasonably certain to exercise and any termination options that

the authority is reasonably certain not to exercise).
Lease expenditure

Expenditure in the Comprehensive Income and Expenditure Statement includes interest, straight
line depreciation, any asset impairments and changes in variable lease payments not included in
the measurement of the liability during the period in which the triggering event occurred. Lease
payments are debited against the liability. Rentals for leases of low-value items or shorter than 12
months are expensed.

Depreciation and impairments are not charges against council tax, as the cost of non-current
assets is fully provided for under separate arrangements for capital financing. Amounts are
therefore appropriated to the capital adjustment account from the General Fund balance in the
Movement in Reserves Statement.

The authority as lessor

Leases are classified as finance leases where the terms of the lease transfer substantially all the
risks and rewards incidental to ownership of the property, plant or equipment from the lessor to
the lessee. All other leases are classified as operating leases.

Finance Leases

The Council currently has no finance lease arrangements.

Operating Leases

Where the authority grants an operating lease over a property or an item of plant or equipment,
the asset is retained in the Balance Sheet. Rental income is credited to the other operating
expenditure line in the Comprehensive Income and Expenditure Statement. Credits are made on
a straight-line basis over the life of the lease or where this is initiated by a service to the individual
service, even if this does not match the pattern of payments (e.g. there is a premium paid at the
commencement of the lease). Initial direct costs incurred in negotiating and arranging the lease
are added to the carrying amount of the relevant asset and charged as an expense over the lease
term on the same basis as rental income.
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r) Non-Current Assets

The Council has set a de-minimis level of £10,000 for the purposes of capital expenditure. In the
case where the individual value of an item, e.g. IT equipment is below the de-minimis level, but
the aggregate value of similar items purchased in the year exceed the de-minimis level the
expenditure may be treated as capital expenditure.

Property, Plant and Equipment

Property, plant and equipment are tangible assets (i.e. assets with physical substance) that are
held for use in the production or supply of goods and services or for administrative purposes and
expected to be used during more than one period.

Property, plant and equipment is split into five classes as described below.
Land and Buildings Vehicles, Plant and Equipment Infrastructure Assets
Community Assets Assets Under Construction

The policy for each type of asset is explained as follows.

Land and Buildings

The Borough Council has a policy of revaluing its property assets on a rolling programme such
that the intervals between valuations do not exceed 5 years. These valuations will be supported
by indexation in intervening years. The programme is as follows:

Asset Category Year of Valuation

Council Offices 2021/22 Completed
Car Parks 2021/22 Completed
Leisure Premises 2022/23 Completed
Properties for Community Use 2023/24 Completed
Public Conveniences 2024/25 Completed
Car Parks 2025/26

The Council’s Car Parks were revalued in 2024/25 and will be revalued again in 2025/26 following
fee increases and changes to some parking orders.

Further to the HM Treasury’s Thematic Review of Non-investment Asset Valuations for financial
reporting the CIPFA/LASAAC code has been updated to require all Authorities to provide annual
indexation in intervening years for PPE assets not valued during that period. If the impact of any
indexation calculations is deemed to be immaterial, then the asset values will not be adjusted
within the Accounts. Indexation will be considered based on the cumulative impact since the last
valuation. Changes to the valuation of non-current assets through indexation and/or revaluations
are accounted for through the revaluation reserve or the surplus/deficit on provision of services.

The valuation reviews are carried out by a qualified surveyor in accordance with the latest
guidance issued by the Royal Institution of Chartered Surveyors (RICS) and based on the market
value for existing use or where a market value cannot be determined as the property is of a
specialist nature the depreciated replacement cost. The method used on the current year’s
valuation will be explained in the notes to the Accounts. Items of plant that are integral to the
operation of a building are included in the valuation for that building.
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All buildings are subject to straight line depreciation over their estimated useful lives which range
between 15 and 125 years depending on the building. In accordance with the Code, land is not
depreciated.

The Note to the Core Financial Statements in respect of Non-Current Assets provides details of
the asset class, Land and Buildings, rather than for each of the categories listed above that make
up that asset class. This departure from the requirements of the Code has no financial impact
and is not considered to detract from the message being given to the reader of the accounts.

Under the Code the Council is required to consider componentisation of significant parts of an
asset, where they are of a material financial nature or have significantly differing life expectancies.
The Council, following a review of the property, plant and equipment asset registers has decided
that the Council’s offices and major leisure facilities will be the subject of componentisation if the
replacement value of the component is significant in relation to the gross book value of the asset.

Vehicles, Plant and Equipment

Vehicles, Plant and Equipment, other than plant that is integral to the operation of a building, are
recognised in the Balance Sheet at historic cost and are subject to straight line depreciation over
a period of between 2 and 30 years.

Infrastructure Assets

These are non-current assets that are inalienable, expenditure on which is recoverable only by
continued use of the asset created. Examples of Infrastructure Assets are street furniture,
footpaths and signage.

These assets are carried on the Balance Sheet at historic cost.
These assets are subject to straight line deprecation over a period of between 3 and 40 years.

Community Assets

These are non-current assets that the Council intends to hold in perpetuity, that have no
determinable useful life, and that may have restrictions on their disposal. Examples of
Community Assets are parks and open spaces.

These assets are carried on the Balance Sheet at historic cost and are not subject to revaluation
or depreciation.

Assets under Construction

This covers assets not yet ready for operational use but expected to be operational within twelve
months of the Balance Sheet date. Assets under Construction are not subject to revaluation or
depreciation.

Heritage Assets

Heritage assets are defined as historical, artistic, scientific, technological, geophysical or
environmental qualities that is held and maintained principally for its contribution to knowledge or
culture.

Heritage assets where the Council holds information on their cost or value are to be recognised
on the Balance Sheet which will normally be its insured value. Where the Council does not hold
information on the cost or value, and it is considered that the cost of obtaining this information
outweighs the benefit to the reader of the accounts such details as the Council holds are to be
included in the notes to the financial statements.
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Heritage assets are not subject to depreciation.
Investment Property

Investment properties are those that are used solely to earn rentals and/or for capital
appreciation. The definition is not met if the property is used in any way to facilitate the delivery of
services or production of goods or is held for sale.

Investment properties are measured initially at cost and subsequently at fair value, being the price
that would be received to sell such an asset in an orderly transaction between market participants
at the measurement date. As a non-financial asset, investment properties are measured at
highest and best use. The fair value of these assets can be attributed in three ways.

e Level 1 - Quoted prices in active markets for identical assets/liabilities that the authority can
access at the measurement date.

e Level 2 - Inputs other than quoted prices that are observable for the asset or liability, either
directly or indirectly.

e Level 3 - Unobservable inputs for the asset or liability.

For the purposes of investment property fair value will be determined at level 2 using market
knowledge and indices on market values of compatible properties.

Properties are subject to revaluation on an annual basis in accordance with market conditions at
the year-end.

Gains and losses on revaluation are posted to the Financing and Investment Income and
Expenditure line in the Comprehensive Income and Expenditure Statement. The same treatment
is applied to gains and losses on disposal.

Rentals income received in relation to investment properties are credited to the Financing and
Investment Income line and result in a gain for the General Fund Balance. However, revaluation
and disposal gains and losses are not permitted by statutory arrangements to have an impact on
the General Fund Balance. The gains and losses are, therefore, reversed out of the General
Fund Balance in the Movement in Reserves Statement and posted to the Capital Adjustment
Account and the Capital Receipts Reserve.

Investment properties are not subject to depreciation.
Intangible Assets

These are non-current assets that do not have physical substance but are identifiable and
controlled by the Council through custody or legal rights. Intangible Assets held by this Council
currently consist of IT software and associated costs.

Intangible Assets are recognised on the Balance Sheet at historic cost, are not subject to
revaluation, but are amortised over their useful economic life assessed to be 5 years for IT
software and associated costs.

Impairment of Non-Current Assets

A review for impairment of a non-current asset whether carried at historical cost or valuation
should be carried out if events or changes in circumstances indicate that the carrying amount of
the non-current asset may not be recoverable. Examples of events and changes in
circumstances that indicate impairment may have been incurred include:
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e asignificant decline in a non-current asset’s market value during the period;

e evidence of obsolescence or physical damage to the non-current asset;

e asignificant adverse change in the statutory or other regulatory environment in which the
Council operates; and

e acommitment by the Council to undertake a significant reorganisation.

In the event that impairment is identified the value will either be written off to the revaluation
reserve, where sufficient reserve levels for that asset exist or written off to revenue through the
Comprehensive Income and Expenditure Statement. Any impairment at the Balance Sheet date
is shown in the notes to the core financial statements, along with the name, designation and
qualifications of the officer assessing the value of the impairment.

Gains or Losses on Disposal of Non-Current Assets

When an asset is disposed of or de-commissioned, the net book value of the asset and the
receipt from the sale are both charged to the Comprehensive Income and Expenditure Statement
which could result in a net gain or loss on disposal.

Receipts in excess of £10,000 are categorised as capital receipts. The receipt is required to be
credited to the usable capital receipts reserve and can only be used to finance capital
expenditure. Receipts below £10,000 are considered de-minimis and treated as revenue.

The net gain or loss on disposals has no impact on taxation requirements as the financing of non-
current assets is provided for under separate arrangements.

Overheads

The majority of management and administrative expenses, including buildings, are allocated to
Services. Costs of Support Services are allocated on the basis of estimated time spent by
officers on Services and costs of buildings are apportioned on a floor area basis.

Provisions

The Council sets aside provisions for liabilities or losses that are either likely to, or certain to be
incurred, but uncertain as to the amount or the date on which they will arise. Provisions are
recognised when:

e the Council has a present obligation (legal or constructive) as a result of a past event;
e itis probable that a transfer of economic benefits will be required to settle the obligation; and
e areliable estimate can be made of the amount of the obligation.

Reserves

The Council maintains both general and earmarked reserves. General reserves are to meet
general rather than specific future expenditure and earmarked reserves, such as the building
repairs reserve are for specific purposes. No expenditure is charged directly to a reserve but is
charged to the service revenue account within the Comprehensive Income and Expenditure
Statement, this is then offset by a reserve appropriation within the Movement in Reserves
Statement.

Revenue Expenditure Funded from Capital Under Statute

This is expenditure of a capital nature on non-current assets not owned by the Council, for
example house renovation grants. Under the Code this is revenue expenditure and as such the
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expenditure is charged in full to the relevant service revenue account in the Comprehensive
Income and Expenditure Statement in the year it is incurred. Statute, however, allows such
expenditure to be funded from capital resources. In our case such expenditure is mainly funded
from revenue or reserves.

Value Added Tax (VAT)

VAT is included within the Comprehensive Income and Expenditure Statement, whether of a
capital or revenue nature, only to the extent that it is irrecoverable.



