
 

 

 
 

AUDIT COMMITTEE 
Thursday, 28 March 2024 
10.00 am 
John Meikle Room, The Deane House, Belvedere 
Road, Taunton TA1 1HE 
 
 
SUPPLEMENT TO THE AGENDA 
 
To: The members of the Audit Committee 
 
We are now able to enclose the following information which was unavailable when the 
agenda was published: 
  
Agenda Item 6   External Audit Findings Report and Audit Conclusion for South 

Somerset District Council 2022/23 (Pages 3 - 154) 
 
• Cover report 
• Appendix 1 – Grant Thornton UK LLP current 2022.23 Audit 
Findings Report, pending ongoing audit work 
• Appendix 2 – Legacy South Somerset District Council’s 
Statement of Accounts 2022-23, redrafted for current findings and  
updated AGS 
 
Available in Supplement 3 to the Audit Committee Agenda: 
• Appendix 3 - Grant Thornton UK LLP current 2022/23 DRAFT 
Audit Opinion 
• Appendix 4 - South Somerset District Council’s DRAFT Letter 
of Representation  
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Audit Committee 
Meeting Date – 28th March 2024 
 
 

 
 
External Audit Findings Report and Audit Conclusion for South Somerset 
District Council 2022/23 
 
Lead Member(s): Cllr Liz Leyshon, Deputy Leader of the Council and Lead Member 
for Resources and Performance 
Local Member(s) and Division: All 
Lead Officer: Jason Vaughan, Executive Director Resources & Corporate Services 
Nicola Hix, Service Director – Finance and Procurement 
Author: Ben Bryant, Head of Corporate Finance 
Contact Details: Jason.vaughan@somerset.gov.uk , ben.byrant@somerset.gov.uk  
 
 
Summary  
 
1. The Accounts and Audit Regulations 2015, as amended by the Accounts and Audit 

(amendment) Regulations 2022 states that, as part of the formal process of closing 
the 2022/23 accounts, for the legacy South Somerset District Council, the Chief 
Financial Officer is required to approve the draft Statement of Accounts by 31 May 
and the Audit Committee is required to approve the audited accounts by 30th 
September 2023.  
 

2. In discussions with Grant Thornton UK LLP around resource availability and quality 
of draft accounts produced, not all legacy Somerset District/County accounts could 
be completed and audited within the above timeline. Compounded to that, the 
2021/22 accounts for South Somerset District Council were being finalised during 
2023. Therefore, draft 2022/23 accounts were published at the end of August 2023 
and have been audited between November 2023 to March 2024. 
 

3. The 2022/23 external audit is yet to be finalised and therefore not presented to 
this committee date for approval. The current Audit Finding Report issued by Grant 
Thornton UK LLP presents the current status of the audit against an audit plan to 
the date of this committee. This indicates work is well underway, in most instances 
sample information now returned to the auditors for review. Giving reasonable 
assurance that completion of this audit and the final accounts sign off can be 
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achieved by the end of April. Instead, pending no material or significant changes 
required to the accounts from the finalisation of the audit, delegated authority is 
sought. 

 

Recommendations 
  
4. The Audit Committee are asked to:  

 
4.1. Note the status of the ongoing audit by reviewing the latest Audit Findings 

report from the external Auditors Grant Thornton UK LLP, as per Appendix 1. 
 

4.2. Note the revised Statement of Accounts as attached in Appendix 2 for South 
Somerset District Council for 2022/23. 

 

4.3. Delegate approval for the final accounts to the Executive Director of 
Resources and Corporate Services in conjunction with the Chair or Vice-
Chair, once any outstanding matters have been resolved.  

 

4.4.  Delegate approval for the signing of a letter of representation, alongside 
point 4.3. 

 

 
Financial and Risk Implications 

 
5. There are no direct financial and risk implications. 
 
HR Implications  
 
6. There are no direct HR implications from the Statement of Accounts/reports. 

 
Legal Implications 
 
7. There are no direct legal implications. 

 
Other Implications  
 
8. There are no other considered implications 

 
 
Background Papers 
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Statement of Accounts 
 
9. The Accounts and Audit Regulations issued by the Secretary of State set out the 

requirements for the preparation and publication of final accounts.  These 
regulations include the requirement for the formal approval, by a full Committee, 
of the Authority’s Statement of Accounts. 
 

10. The Statement of Accounts (Appendix 2 – updated accounts with known audit 
finding adjustments) has been prepared in accordance with the current Code of 
Practice on Local Authority Accounting in Great Britain (The Code).  The 
Statement is required to present a true and fair view of the former South 
Somerset District Council’s financial position as at 31 March 2023 and also the 
income and expenditure for the financial year 2022/23. 

 

11. The Authority’s external auditors, Grant Thornton, started their detailed 
examination of the Statement of Accounts in November 2023. The audit has 
experienced delays due to staff capacity, loss of knowledge and quality of 
documentation held. The commitment, by the Council and its auditors Grant 
Thornton, to the completion of the 2022/23 final audited accounts remains and 
work into April is expected to achieve this. 

 
12. The Audit Findings Report, in appendix 1, from pages 8 to 11 sets out that 

substantially all the detailed sample work has been issued and returned pending 
auditor reviews. The key showing Red, Amber, Green represents where the audit 
plan expected to be versus the current status by the 28th March 2024. This 
includes commentary to reason the delays in the audit work being completed. 

 

13. There are a series of audit findings, as set out in Appendix D of the report (page 
38 onwards). These findings are yet to be formalised in the report but these 
known findings have been adjusted in the latest accounts presented and 
therefore should not pose risk to the outcome of the opinion.  

 

14. The most significant being the classification, valuation and reconciliation of 
assets. Reclassification of Huish Park awaits final confirmation from Grant 
Thornton on the revised valuation provided, all other fixed asset changes have 
been accepted and applied. There is also the revised treatment for the disposal 
of inventories during 2021/22 and 2022/23 which will result in an additional 
£4.2m of capital receipts being available to the Council. Finally, presentation and 
reconciliation has been a challenge, with number of changes being made and the 
need to rework the accounts. Some additional quality assurance is underway from 
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other Council accountants alongside the work that Granton Thornton are 
undertaking. 

 

15. Page 6 of the Audit Findings report ‘anticipates issuing an unqualified audit 
opinion’ on the accounts. This is subject to any significant further audit findings 
over the next few weeks. 

 

16. Grant Thornton are only able to formally conclude the audit and issue their final 
Audit Report and Audit Certificate if they have received a copy of the Statement 
of Accounts as approved by this Committee and all elements of their work are 
concluded. 

 

 
Letter of Representation 

 
17. The International Standard on Auditing 580 requires auditors to obtain written 

representations from management and, where appropriate those charged with 
governance in an audit of the financial statements.  This statement as a formal 
Management Representation letter to Grant Thornton, will be written when the 
audit is complete. 
  

18. The Committee are requested to delegate approval for this representation.  Once 
approved the letter will be passed to our auditors. 

 

Annual Governance Statement 
 

19. The Annual Governance Statement (AGS) for 2022/23 was approved by the Audit 
Committee as part of the draft accounts in August 2023.  Best practice requires 
local authorities to review their Annual Governance Statement immediately 
before the Statement of Accounts is approved to ensure that the governance 
framework and risks have not significantly changed since the review was carried 
out. 
 

20. In the light of Local Government Reorganisation, also updated in the other former 
councils AGS and account sign offs, the Governance Board will develop an Action 
Plan for 2023/24 aimed at further strengthening the Council’s governance. Many 
of these will already be known and on-going actions, such as the review of the 
Constitution and key financial and organisational policies. This follows the best 
practice in that the Annual Governance Statement should also reflect the unique 
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features and challenges of the Council, and that it should therefore anticipate 
known and potential governance challenges ahead. 

 
Appendices 

 
• Appendix 1 – Grant Thornton UK LLP current 2022/23 Audit Findings 

Report, pending ongoing audit work 
• Appendix 2 – Legacy South Somerset District Council’s Statement of 

Accounts 2022- 23, redrafted for current findings and updated AGS 
•    Appendix 3 - Grant Thornton UK LLP current 2022/23 DRAFT Audit Opinion 

(contained in supplement 3 to the Audit Committee Agenda)  
•    Appendix 4 - South Somerset District Council’s DRAFT Letter of   

   Representation (contained in supplement 3 to the Audit Committee 
Agenda) 
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Narrative Report 
 

1. Introduction 
 

Effective planning, management and scrutiny of the use of public funds are a key part of a local authority's 
responsibilities. The financial statements are a vital part of the accountability framework, as they 
demonstrate how much money was spent and for what purpose, and how cash needs were met. They also 

record the assets used, and liabilities incurred, in delivering services.  
 
However, local authority financial statements are complex and can be difficult to understand: they must 

comply with the Chartered Institute of Public Finance & Accountancy’s (CIPFA) “Code of Practice on Local 
Authority Accounting in the United Kingdom 2022/23”, which is based on International Financial Reporting 
Standards (IFRS), and also the requirements of accounting and financing regulations of central 
government. 

 
This narrative report will provide the reader with: 

• An understanding of the Council and its strategic priorities. 

• A summary of the Council’s financial performance for 2022/23 along with information on how well we 

delivered its key priorities during the year. 

• An overview of the future developments and outlook. 

• A guide to the key features of the primary statements and notes that make up the financial statements.  

 
The CIPFA/SoLACE Delivering Good Governance in Local Government Framework (2016) requires local 
authorities to publish an Annual Governance Statement, alongside the Statement of accounts.  

 

 

2. South Somerset District Council 
 
South Somerset forms much of the eastern side of the County of Somerset.  It comprises nearly a third of 
the County with a population of 167,000 and covers an area of 370 square miles (958 square kilometres). 

South Somerset consists of a mixture of both sparsely inhabited rural areas and a network of market towns. 
The rural nature of the area is emphasised by the low population density of 1.7 persons per hectare (the 
England average is 4.1).  Yeovil and Chard are the 2nd and 6th biggest towns in Somerset. South 
Somerset has 121 parishes with 102 parish and town councils and 39 wards. 

 
As a shire district, the Council delivers local services within a two-tier structure of principal local 
government authorities, with ‘upper tier’ services provided by Somerset County Council and ‘lower tier’ 

services provided by South Somerset District Council (SSDC) including (but not limited to):  
 
 

• Housing policy, enabling, options & homelessness 

• Planning 

• Building regulation control and enforcement 

• Waste collection and recycling 

• Regulatory services  

• Council tax and business rates administration 

• Housing benefits 

• Provision of off-street parking 

• Electoral registration and elections 

• Leisure and arts 

 

The restructuring of local government in Somerset took effect on 1 April 2023 with Somerset County 
Council and four district councils, including SSDC, being replaced with a new unitary authority – Somerset 
Council. Somerset Council will continue to deliver the services and functions previously provided in the two-

tier structure. 
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South Somerset District Council is made up of 60 locally elected members - 40 Liberal Democrats, 12 
Conservatives, 6 Independents, 1 Green and 1 vacant seat as at 31 March 2023.  

 
The Council employed 392.29 full time equivalent (FTE) employees as at 31 March 2023.  In terms of 
actual numbers of employees this equates to 426, of whom 319 are full time and 107 are part-time 
employees.  

 
The Council delivers some of its services in partnership with other organisations, the most significant of 
these being Somerset Waste Partnership and SWAP Internal Audit Services. 

 

3. Strategic direction of the Council 
 

South Somerset District Council is an ambitious and forward-thinking council that is committed to 
transforming, improving, and adapting to be ready for the future. We place our residents and businesses 

firmly at the centre of everything we do. 
 
The Council Plan set out the vision for the Council and how these are going to be delivered through key 

areas of focus and priority projects.  

 

Our Vision 
 
A naturally beautiful and sustainable environment, which also allows business to flourish and good homes 
to be delivered. A place where our communities are safe, vibrant and healthy and have access to 
exceptional cultural and leisure activities. 

 

Our Values 
 

 
 
Our five Areas of Focus for 2022/23 were:  
 

• Protecting Core Services - to ensure a modern, efficient and effective council that delivers for its 

communities 

• Economy - to make South Somerset a great place to do business, with clean inclusive growth 

and thriving urban and rural businesses 

• Environment - to keep South Somerset clean, green and attractive and respond to the climate 

emergency  

• Places where we live - to enable housing and communities to meet the existing and future needs 

of residents and employers 

• Healthy, self-reliant Communities - to enable healthy communities which are cohesive, 

sustainable and enjoy a high quality of life 
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Table 1: Our priority projects for 2022/23  
 

 

 

 

 

 
 
4. New Somerset Council 
 
The Somerset (Structural Changes) Order 2022 was made on 17 March 2022, coming into force the 
following day. The Order confirmed that Somerset's five councils will be replaced by one single council – 

Somerset Council. The new single council will provide both county and district services across the existing 
county area from 1 April 2023 to deliver high quality sustainable local services across the county along with 
effective leadership at both strategic and local levels.   

 
Following local elections to Somerset County Council, held on 6 May 2022, those elected as County 
Councillors took responsibility for all current County Council services for their first year, and will continue as 
Councillors of Somerset Council for a four-year term with next elections due in 2027.   
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SSDC Councillors continued to serve in their district roles until 1 April 2023. On that date all the Somerset 
district councils will be wound up and dissolved.   

 
Extensive planning and preparation work was undertaken with the five councils working together 
collaboratively to ensure the transition to the new unitary was a success. The five Councils shared 
implementation costs with SSDC contributing £754,780 to the LGR budget held by Somerset County 

Council. SSDC also directly incurred other costs against its £1.1m budget for Local Government Reform 
(LGR) in 2022/23 providing capacity to support the transition and ensuring minimal disruption to ‘business 
as usual’ service.  

 
The aim was been to keep costs to a minimum with most transitional work delivered within existing 
management and staff resources through prioritisation of activity.  

 

5. 2022/23 Performance Report 
 
During the year, performance was reported quarterly to Scrutiny and District Executive, with the Q3 position 
presented in March 2023. In view of the dissolution of SSDC on 1 April 2023, the full year performance for 

2022/23 is not reported to District Executive. 
 
The quarter three performance report which was presented to District Executive in March 2023 reported the 

progress of the 46 Key Performance Indicators which related to the five priority projects:  
 

 
 
 

6. 2022/23 Financial Performance 
 

Background Context 
 
This part of the Narrative Report reviews the Council’s performance against the approved 2022/23 revenue 
and capital budget (known as “year-end outturn”) and the consequential impact on reserves, borrowing, 

and investments.  
 
The figures shown here will not always coincide with the figures given in the Statement of Accounts. More 
information on this is given in section 7. The key difference is that the accounting costs shown in the 

Statements are determined in accordance with generally accepted accounting principles whilst the budget 
has to comply with local government legislation. This means that certain accounting costs shown in the 
Statements are not actual cash outflows and do not have a direct financial impact on the budget 
 

Local government expenditure and income is recognised as being either capital or revenue in nature.  
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Capital expenditure is expenditure on assets such as land, property, ICT equipment, and the refurbishment 
of existing assets that will prolong the useful life of the asset (such as replacing a roof).  Lending to third 

parties is also capital expenditure if the loan is to be used to finance expenditure on assets. Any investment 
by the Council in acquiring shares in third party companies is also capital expenditure. Capital income 
largely comprises of grants and sales of assets (known as capital receipts).  
 

All other expenditure and income has to be classified as revenue unless central government gives a 
determination that it can be treated as capital expenditure. Revenue expenditure is incurred in delivering 
the Council’s ongoing services and back-office support. Revenue income largely comprises of fees & 

charges, Council Tax, Business Rates and grants. 
 

The Council has a statutory obligation to balance its revenue expenditure budget each year. Capital 
expenditure however can be funded over the medium to longer term through prudential borrowing. The 

costs of borrowing are charged annually to the Council’s revenue budget. 

 
Revenue Budget 
 
Budget setting and monitoring: Full Council approves the revenue budget annually at is February 
meeting. The budget contains the financial plans that the District Executive manages under its delegated 
authority. All of the Council’s income and expenditure has a responsible officer budget holder.  

 
District Executive receives regular budget monitoring reports throughout the year which highlight any 
forecast differences from the agreed budget (known as variances). The report includes comments from 

budget holders on the reasons for the variance. The budget monitoring reports are also reviewed by 
Scrutiny Committee. 
 

 
Net Revenue Outturn: total net expenditure for 2022/23 was £19.212m resulting in an underspend against 
the approved net budget.  
 
Table 2: Revenue Budget Net Outturn for 2022/23 

 

 
 
 

Capital Budget 
 
Budget setting and monitoring: Full Council approves the capital budget in February each year. Council 
also agrees a reserve programme comprising of projects that have been agreed in principle but are not 
included in the capital budget as their start date is uncertain or they require a robust Business Case to be 

produced.  
 
Monitoring of the agreed programme has been delegated to District Executive and is undertaken on a 
quarterly basis. The reports also go to Scrutiny Committee for review. District Executive agrees each 

quarter whether the capital budget is amended to reflect any known changes to the project or its funding or 
whether reserve projects can be added to the capital budget.  
 

Capital Outturn: Total capital spending for 2022/23 was £17.776m; this was £3.482m (16%) less than the 
revised budget £21.258m of planned expenditure agreed by Council in December 2022.  
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Pie chart 3: Capital expenditure by Directorate 
 

 

 
 
Table 3: showing details of capital expenditure (over £100k)  
 

 

 
Service Area/Project 

Outturn 

 
 
 

2022/23£0
00’s 

Commercial Services & Income Generation  

Yeovil Crematorium Refurbishment 496 

Decarbonisation of Operational Buildings (PSDS) 1,380 

Place, Recovery & Arts and Entertainment  

Yeovil Refresh 4,540 

Wincanton Regeneration 179 

Somerset Cultural Flagship Venue (Octagon Redevelopment) 938 

Chard Regeneration 399 

Service Delivery  

Disabled Facilities Grants 1,691 

Support Services, Strategy & Commissioning  

Leisure Centre Capital Works 3,377 

Total 13,000 

 
  

Commercial 
Services & Income 
Generation - £5.5m 

(inc £1.3m for 
Decarbonisation of 

Operational 
Buildings)

Service Delivery -
£2.6m (inc. £1.7m 
Disabled Facilities 

Grants)

Place & Recovery 
- £6.3m (inc. 

£4.5m for Yeovil 
Refresh)

Support Services, 
Strategy & 

Commissioning - £3.4m 
(£3.4m for Leisure 

Centre Capital Works)

Area Committee -
£0.2m

2022/23
Capital Expenditure 

£17.8m
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Capital financing: The financing of the 2022/23 capital programme is illustrated in pie chart 4.   

 
Pie chart 4: Funding of 2022/23 capital expenditure 
 

 
 
The borrowing amount of £7.0m is a combination of internal and short-term external borrowing.  
 
Internal borrowing is when the Council uses its cash balances to temporarily fund its need to borrow. These 

cash balances need to be replenished either when overall Council cash reserves are low or when a 
strategic decision is made to obtain external long-term loan finance, so the borrowing is only temporary. 
The Council undertakes weekly monitoring and forecasting of its cash position in order to ascertain when 

any borrowing is required. 
 
External borrowing is the action of obtaining loan finance from a third party. Currently SSDC meets its 
external borrowing needs though short-term loans taken out on a rolling basis with other local authorities. 
 

 

Reserves Position 
 
Revenue earmarked reserves total £25.689m as at 31 March 2023 (they were £31.606m as at the end of 
March 2022). 

 
The most significant revenue earmarked reserves comprise:  

• £7.6m Medium Term Financial Plan Support Fund 

• £6.7m in the Commercial Investment Risk Reserve 

• £3.9m Regeneration Fund  

• £1.2m NNDR S31 Grant Coll. Fund Reserve 
 

The General Fund Balance is £6.771m as at 31 March 2023 (previous year’s position was £6.556m).   
 
Capital reserves are £5.724m as at 31 March 2023 (corresponding position last year was £5.183m). 

 

7. Future Developments and Outlook 
 
Local Government in Somerset: The new Somerset Council came into effect on 1st April 2023 and set a 
balanced budget in February 2023. As South Somerset District Council ceased from 1st April 2023 there 
was no budget set by the Council.  
 
Financial Planning Impact of high inflation & interest rates: The current economic climate in the UK is 

Capital Grants 
£8.5m

Council 
Borrowing £7.0m

Capital Receipts 
£1.3m

Reserve Funding -
£0m Other £1.0m

2022/23 Capital 
Financing £17.8m

Page 63



8 
 

that of very high inflation and high interest rates (in comparison with the past 10 years). In the case of 
inflation this will bring about increased pressures on the new Somerset Council budgets as higher costs 

from supplies work through into the council spend. Higher interest rates will result in the borrowing costs of 
the new council increasing, as lenders put up their rates to reflect the Bank of England base rate changes. 
However, the council will benefit from the increase in rates through improved investment returns from the 
interest it receives.  

 

Economic climate: The May 2023 Bank of England Inflation Report can be read here  

 
The Bank of England’s Monetary Policy Committee (MPC) sets monetary policy to meet the 2% inflation 

target, and in a way that helps to sustain growth and employment. At its meeting ending on 10 May 2023, 
the MPC voted by a majority of 7–2 to increase Bank Rate by 0.25 percentage points, to 4.5%. Two 
members preferred to maintain Bank Rate at 4.25%.  
 

The Committee’s updated projections for activity and inflation are set out in the accompanying May 
Monetary Policy Report. They are conditioned on a market-implied path for Bank Rate that peaks at around 
4¾% in 2023 Q4 before ending the forecast period at just over 3½%.  

 
There has been upside news to the near-term outlook for global activity, with UK-weighted world GDP now 
expected to grow at a moderate pace throughout the forecast period. Risks remain but, absent a further 

shock, there is likely to be only a small impact on GDP from the tightening of credit conditions related to 
recent global banking sector developments. Headline inflation has been falling in the United States and 
euro area, although core inflation measures remain elevated. 

 
UK GDP is expected to be flat over the first half of this year, although underlying output, excluding the 
estimated impact of strikes and an extra bank holiday, is projected to grow modestly. Economic activity has 
been less weak than expected in February, and the Committee now judges that the path of demand is likely 

to be materially stronger than expected in the February Report, albeit still subdued by historical standards. 
The improved outlook reflects stronger global growth, lower energy prices, the fiscal support in the Spring 
Budget, and the possibility that a tight labour market leads to lower precautionary saving by households.  

 
Although there are indications that the labour market has started to loosen, it is expected to remain tighter 
than in the February Report in the near term. The unemployment rate is now projected to remain below 4% 
until the end of 2024, before rising over the second half of the forecast period to around 4½%.  

 
CPI inflation was 10.2% in 2023 Q1, higher than expected at the time of the February and March MPC 
meetings, with the upside surprise concentrated in core goods and food prices. Although still elevated, 

nominal private sector wage growth and services CPI inflation have been close to expectations.  
 
CPI inflation is expected to fall sharply from April, in part as large rises in the price level one year ago drop 

out of the annual comparison. In addition, the extension in the Spring Budget of the Energy Price 
Guarantee and declines in wholesale energy prices will both lower the contribution from household energy 
bills to CPI inflation. However, food price inflation is likely to fall back more slowly than previously expected. 
Alongside news in other goods prices, this explains why the Committee’s modal expectation for CPI 

inflation now falls back more slowly than in the February Report.  
 
In the MPC’s latest modal projection conditioned on market interest rates, CPI inflation declines to a little 

above 1% at the two and three-year horizons, materially below the 2% target. This reflects the emergence 
of an increasing degree of economic slack and declining external pressures that are expected to reduce 
CPI inflation. However, there remain considerable uncertainties around the pace at which CPI inflation will 

return sustainably to the 2% target. 

 
8. 2022/23 Statement of Accounts 
 
The Statement of Accounts sets out the financial performance of the Council for the year ended 31 March 

2023 and its financial position at that date. It comprises core and supplementary statements together with 
disclosure notes. 
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The format and content of the financial statements are prescribed by the Chartered Institute of Public 
Finance & Accountancy (CIPFA) Code of Practice on Local Authority Accounting in the United Kingdom 

(the Code). 
 
The Code requires that the accounts give a true and fair view of the financial position of the Council and are 
prepared on the basis that the Council is a going concern. In line with the Code, suitable accounting 

policies have been applied, and where necessary, prudent judgements and estimates have been made. 
 
The Group Accounts Statement also includes the financial performance and position of the Council’s 

subsidiaries Elleston Services Ltd and SSDC Opium Power Limited.   
 
The purpose of each of the key Statements are described below. 

 
Expenditure and Funding Analysis 
 
The Expenditure and Funding Analysis essentially reconciles the figures given in the budget outturn 

position to those included in the Comprehensive Income and Expenditure Statement (CIES) which follows 
the Analysis. 
 

The CIES shows the accounting cost for the year of providing the Council’s services. This is not the same 
as the budget outturn information. The accounting cost is determined in accordance with generally 
accepted accounting principles (contained within the Code) whilst the budget, and the year-end outturn 

against the budget, has to comply with local government legislation. 
 
The Code requires that councils make a number of adjustments to the budget outturn results to determine 
the accounting costs and income shown in the Statement of Accounts. For example, large adjustments are 

made for the accounting treatment of fixed assets (depreciation) and pension costs. These costs, whilst 
shown in the CIES because they are required under accounting standards, are not included in the Council’s 
annual budget nor funded from Council Tax. 

 
The inclusion of such costs in the CIES is to enable comparison of a council’s Statement of Accounts with 
other organisations, both public and private sector. 

 
The Expenditure Funding Analysis therefore allows a link to be made between year-end outturn against the 
budget to the financial position as set out in the financial statements. 
 

Comprehensive Income and Expenditure 
Statement (CIES) 
 

The CIES records all of the Council’s income and expenditure for the year and has two parts: 

• The first part reflects the accounting cost of providing the Council’s services with the results 
summarised at the Surplus or Deficit on the Cost of Services line. In the private sector this would be 
equivalent to the profit or loss of a company. 

• The second part, showing other comprehensive income and expenditure, shows the gains or losses in 
the measurement of the council’s assets and liabilities. These gains and loses arise as a result of 
changes in market valuations, interest rates or changes in measurement assumptions in relation to 

pension liabilities. 
 
Movement in Reserves Statement (MIRS) 

 
The MIRS shows the movement from the start of the year to the end on the different reserves held by the 
council. It shows how the movements are broken down between gains and losses incurred in accordance 
with the Code and the statutory adjustments required to return to the amounts chargeable to the budget as 

required under local government legislation. 
 
Reserves are important to local authorities as, unlike central government, they cannot borrow money over 

the medium term, unless given permission from central government, other than for investment in assets, 
and they are required to balance their budgets on an annual basis. They are therefore a vital part of 
prudential financial management and help reduce the financial risks mentioned earlier in this Narrative 

Report. Page 65
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Reserves are analysed into two categories: usable and unusable. 

Usable reserves 

• Result from the Council’s activities 

• Members are involved in deciding on the levels maintained and their use 

• Can be spent in the future 

• Include: general fund balance, earmarked reserves, capital receipts reserve, and capital grants 
unapplied 

 

Unusable reserves 

• Derive from accounting adjustments 

• Cannot be spent 

• Include: revaluation reserve and capital adjustment account 
 

Balance Sheet 
 
The Balance Sheet provides a “snapshot” of the Council’s position at a specific point in time showing what 
it owns and owes as at 31 March 2023. It is very similar to other public sector or private sector balance 

sheets. 
 
The Balance Sheet is always divided into two halves that should, as the name suggests, balance:  

• Net Assets (the top half), and 

• Reserves (the bottom half). 
 

Cash Flow Statement 

 
This shows the reason for changes in the Council’s cash balances during the year, and whether that 
change is due to operating activities, new investment, or financing activities (such as repayment of 

borrowing and other long term liabilities). 
 
The statement also includes “cash equivalents” which are short term investments that are readily 

convertible into cash and which are subject to only insignificant risks of changes in value.  
 
Cash flows are related to the income and expenditure seen in the CIES but are not the same as them. The 
difference arises from the accruals concept, whereby income and expenditure are recognised in the CIES 

when the transactions occurred, and not when the cash was paid or received. 
 
Collection Fund 

 
The Collection Fund shows the total income received by the Council from Business Rates and Council Tax 
and how the redistribution of some of that money to Somerset County Council, the Police Authority, and 

central government. 
 
Group Financial Statements 
 

Group accounts need to be prepared if the council has a significant subsidiary such as a trading company. 
The Group Accounts report the full extent of the assets and liabilities of the Council and the companies and 
similar entities which the Council either controls or significantly influences. 

 
The Council is presenting Group Accounts by consolidating the financial performance and position of SSDC 
Opium Power Limited into the overall group. 

 
South Somerset District Council wholly owns (100%) Elleston Services Ltd which was established in April 
2019 to deliver Landscape Services. The company did not trade in 2021/22 or 2022/23 and the Council has 
given notice that the company is to be closed. Therefore this company is not part of the consolidated group 

accounts. 
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The Council has 50% ownership in SSDC Opium Power Limited.  The company is a subsidiary as, despite 

the ownership ratio, the Council has the right to exercise control with a deciding vote on the Board.  The 
company was established in 2018 to deliver green energy schemes (battery energy storage).  The 
accounts for both companies can be reviewed at Companies House. The external auditors for both entities 
are Old Mill Accountants and Financial Planners. 

 
Additional disclosures 
 

The notes to the financial statements include important information and provide the context and detail for 
the figures in the primary financial statements. 
 

Accounting Policies 
 
These set out the accountancy rules the Council has followed in preparing the financial statements. They 
are largely specified by International Financial Reporting Standards and CIPFA’s Code of Practice. 

 
No changes have been made to the accounting policies for 2022/23.  
 

Critical Judgements 
 
Show the key areas where officers and third party experts have made judgements about the application of 

accounting policies. The aim is to highlight key areas of the accounts where others may have made 
different judgements about the accounting treatment. 
 
These are set out in note 2 under “Notes to the Core Financial Statements”.  

 
Property, plant & equipment 
 

The notes provide a lot of detail about assets acquired and disposed of during the year, whether they have 
been revalued, the impact of any changes in value, and the amount of depreciation charged.  
 

These are set out in notes 15 and 16 under “Notes to the Core Financial Statements”
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Independent auditor’s report to the members of South 
Somerset District Council 

 
The independent auditor’s report will appear here following the conclusion of the Statement of Accounts 
audit and approval by the Audit Committee. 
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Independent auditor’s report to the members of South Somerset 
District Council 
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Independent auditor’s report to the members of South Somerset 
District Council 
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Statement of Responsibilities for the Statement of Accounts 
 

The Authority’s Responsibilities 
 
The council is required to: - 

 

• Make arrangements for the proper administration of its financial affairs and to ensure that one of its 
officers has the responsibility for the administration of those affairs.  In this authority, that responsibility 
rests with the S151 Officer; 

• Manage its affairs to secure economic, efficient and effective use of resources and safeguard its 
assets; 

• Approve the Statement of Accounts 
 
S151 Officer Responsibilities 

 
The S151 Officer is responsible for the preparation of the authority’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 of Practice’). 
 
In preparing this statement of accounts, the S151 officer has: 

 

• Selected suitable accounting policies and then applied them consistently;  

• Made judgements and estimates that were reasonable and prudent; 

• Complied with the CIPFA Code of Practice. 
 
The S151 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.  
 
Certification of the Accounts 
 
This Statement of Accounts presents a true and fair view of the financial position of South Somerset District 

Council at the reporting date and of its income and expenditure for the year ended 31 March 2023. 
 
Signed     

 
 

 
 
 
Jason Vaughan FCCA, CPFA, IRRV (Hons) 

Executive Director Resources and Corporate Services (S151 Officer) 
 
25 August 2023 
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Statement of Accounting Policies 
 

1. General Principles 

The Statement of Accounts summarises the authority’s transactions for the 2022/23 financial year and its 
position at the year-end of 31 March 2023.  The Authority is required to prepare an annual Statement of 

Accounts by the Accounts and Audit Regulations 2015, which those regulations require to be prepared in 
accordance with proper accounting practices. These practices under Section 21 of the 2003 Act primarily 
comprise the Code of Practice on Local Authority Accounting in the United Kingdom 2022/23 supported by 
International Financial Reporting Standards (IFRS) and statutory guidance issued under section 12 of the 

2003 Act. 

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. 

The Statement of Accounts has been prepared on a ‘going concern’ basis.  However, it should be noted that 
as part of the restructuring of local government in Somerset, South Somerset District Council ceased to exist 
with effect from 31st March 2023 and the assets and liabilities of the Council transferred to the newly created 

authority, Somerset Council.   

 

2. Accruals of Income and Expenditure 

Activity is accounted for in the year that it takes place, not simply 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.  With effect from 1st April 2018, IFRS15 Revenue 
from Contracts with Customers has been adopted, which resulted in no material impact to the council’s 

recognition of revenues. 
 

• 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 for the income that 
might not be collected. 

 

• A de minimis level of £500 is used for accruals. 

 

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 highly liquid investments that mature in no more than three months or less from the 
date of acquisition and that are readily convertible to known amounts of cash with insignificant risk of changes 

in value. The council will include deposits in Money Market Funds and Business Reserves in Cash 

Equivalents. Page 72
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In the Cash Flow Statement, cash and cash equivalents are shown net of the bank overdrafts that are 

repayable on demand and form an integral part of the Authority’s cash management.  

4. Changes in Accounting Policies and Estimates and Errors 

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. 

5. Charges to Revenue for Non-Current Assets 

Service revenue accounts, support services and trading accounts are debited 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. 
 

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

• Amortisation of intangible assets attributable to the service. 

The authority is not required to raise council tax to fund depreciation, revaluation and impairment losses or 

amortisation.  However, it is required to make an annual contribution from revenue towards the reduction in 
its overall borrowing requirement equal to an amount calculated on a prudent basis determined by the 

authority in accordance with statutory guidance. 

Depreciation, revaluation and impairment losses and amortisations are therefore replaced by the contribution 
to the General Fund Balance (MRP), by way of an adjusting transaction with the Capital Adjustment Account 

in the Movement in Reserves Statement for the difference between the two. 

6. Council Tax and Non Domestic Rates 

Billing authorities act 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 (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, billing 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 National Non-Domestic Rates 

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 authority’s 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 year balances in respect of council tax and 
NDR relating to arrears, impairment allowances for doubtful debts, overpayments and prepayments and 

appeals. 

7. Employee Benefits 

Benefits Payable During Employment 

Page 73
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Short-term employee benefits are those due to be settled within 12 months of the year-end. They include 
such benefits as wages and salaries, paid annual leave and paid sick leave and non-monetary benefits for 

current employees and are recognised as an expense for services in the year in which employees render 
service to the Authority. An accrual is made for the cost of holiday entitlements (or any form of leave, e.g. 
time off in lieu) earned by employees but not taken before the year-end which employees can carry forward 
into the next financial year. The accrual is made at the wage and salary rates applicable in the following 

accounting year, being the period in which the employee takes the benefit. The accrual is charged to Surplus 
or Deficit on the Provision of Services, but then reversed out through the Movement in Reserves Statement 

so that holiday benefits are charged to revenue in the financial year in which the holiday absence occurs.  

Termination Benefits 

Termination benefits are amounts payable as a result of a decision by the authority to terminate an officer’s 
employment before the normal retirement date or an officer’s decision to accept voluntary redundancy in 

exchange for those benefits and are charged on an accruals basis to the appropriate service segment or, 
where applicable, to a corporate service segment at the earlier of when the authority can no longer withdraw 

the offer of those benefits or when the authority recognises costs for a restructuring. 

Where termination benefits involve the enhancement of pensions, statutory provisions require the General 

Fund balance to be charged with the amount payable by the authority to the pension fund or pensioner in the 
year, not the amount calculated according to the relevant accounting standards. In the Movement in Reserves 
Statement, appropriations are required to and from the Pensions Reserve to remove the notional debits and 

credits for pension enhancement termination benefits and replace them with debits for the cash paid to the 

pension fund and pensioners and any such amounts payable but unpaid at the year end.  

Post-Employment Benefits 

Employees of the Authority are members of the Local Government Pension Scheme administered by 
Somerset County Council, which provides defined benefits to members (retirement lump sums and pensions), 

earned as employees worked for the authority. 

The Local Government Pension Scheme (LGPS) 

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

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

for current employees. 
 

• Liabilities are discounted to their value at current prices, using the annualised Merrill Lynch AA rated 
corporate bond yield curve (where the spot curve is assumed to be flat beyond the 30 year point).  
This is consistent with the approach used at the previous accounting date. 

 

• The assets of the Somerset County Council Pension Fund attributable to the Authority are included 
in the Balance Sheet at their fair value: 
- quoted securities - current bid price.  
- unquoted securities – professional estimate 

- unitised securities – current bid price 
- property – market value 

 

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

• Service cost comprising: 
- Current service cost – the increase in liabilities as a result of years of service earned this year is 

allocated to the Comprehensive Income and Expenditure Statement to the services for which the 
employees worked. 

- Past service costs – the increase in liabilities as a result of a scheme amendment or curtailment 
whose effect relates to years of service earned in earlier years is debited to the Surplus or Deficit 
on the Provision of Services in the Comprehensive Income and Expenditure Statement. Page 74
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- Net interest on the net defined benefit liability (asset), i.e. net interest expense for the authority – 
the change during the period in the net defined benefit liability (asset) that arises from the passage 

of time charged to the Financing and Investment Income and Expenditure line of the 
Comprehensive Income and Expenditure Statement – this is calculated by applying the discount 
rate used to measure the defined benefit obligation at the beginning of the period to the net defined 
benefit liability (asset) at the beginning of the period – taking into account any changes in the net 

defined benefit liability (asset) during the period as a result of contribution and benefit payments.  
 

• Remeasurements comprising: 
- The return on plan assets – excluding amounts included in net interest on the net defined benefit 

liability (asset) – charged to the Pensions Reserve as Other Comprehensive Income and 

Expenditure. 
- Actuarial gains and losses – changes in the net pensions liability that arise because events have 

not coincided with assumptions made at the last actuarial valuation or because the actuaries have 

updated their assumptions – charged to the Pensions Reserve as Other Comprehensive Income 
and Expenditure. 

 

• Contributions paid to the Somerset County Council Pension Fund – cash paid as employer’s 
contributions to the pension fund in settlement of liabilities; not accounted for as an expense.  

 
In relation to retirement benefits, statutory provisions require the General Fund balance to be charged with 
the amount payable by the authority to the pension fund or directly to pensioners in the year, not the amount 

calculated according to the relevant accounting standards. In the Movement in Reserves Statement, this 
means that there are transfers to and from the Pensions Reserve to remove the notional debits and credits 
for retirement benefits and replace them with debits for the cash paid to the pension fund and pensioners 
and any such amounts payable but unpaid at the year-end. The negative balance that arises on the Pensions 

Reserve thereby measures the beneficial impact to the General Fund of being required to account for 

retirement benefits on the basis of cash flows rather than as benefits are earned by employees. 

Discretionary Benefits 

The Authority also has restricted 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 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.  

8. Events after the Reporting Period 

Events after the Reporting Period are those events, both favourable and unfavourable, that occur between 
the end of the reporting period and the date when the Statement of Accounts is authorised for issue. Two 

types of events can be identified: 

• those that provide evidence of conditions that existed at the end of the reporting period – the 
Statement of Accounts is adjusted to reflect such events 

• those that are indicative of conditions that arose after the reporting period – the Statements of 
Accounts is not adjusted to reflect such events, but where a category of events would have a material 
effect, disclosure is made in the notes 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 Statement of Accounts. 

9. Financial Instruments 

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. 

Financial Liabilities 

A financial liability is an obligation to transfer economic benefits controlled by the council and can be 
represented by a contractual obligation to deliver cash or financial assets or an obligation to exchange 
financial assets and liabilities with another entity that is potentially unfavourable to the council.  The majority 

of the council’s financial liabilities held during the year are measured at amortised cost and comprised:  Page 75
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• short-term loans from other local authorities, 

• long-term loans from the Public Works Loan Board and commercial lenders 

• lease payables  

• trade payables for goods and services received. 

 

Financial Assets 

A financial asset is a right to future economic benefits controlled by the council that is represented by cash, 
equity instruments or a contractual right to receive cash or other financial assets or a right to exchange 
financial assets and liabilities with another entity that is potentially favourable to the council.  The financial 

assets held by the council during the year are accounted for under the following classifications: 

• Amortised cost (where cash flows are solely payments of principal and interest and the council’s 

business model is to collect those cash flow) comprising:   

- cash in hand, 

- bank current and deposit accounts, 

- fixed term deposits with banks and building societies, 

- loans to other local authorities, 

- certificates of deposit 

- treasury bills and gilts issued by the UK Government, 

- bonds issued by multilateral development banks and large companies, 

- loans made for service purposes, 

- lease receivables, and 

- trade receivables for goods and services provided. 

• Fair value through profit and loss (all other financial assets) comprising:  

- money market funds 

- pooled bond, equity and property funds 

- equity investments, 

- covered bonds issued by banks and building societies 

- loans where the cash flows are not solely payments of principal and interest,  

- structured deposits with banks and building societies, and 

- forward contracts on fixed rate investments and loans where interest rates have moved in the 

council’s favour since the contract was agreed. 

Financial assets held at amortised cost are shown net of a loss allowance reflecting the statistical likelihood 

that the borrower or debtor will be unable to meet their contractual commitments to the council. 

Expected Credit Loss Model 

The authority recognises expected credit losses on all of its financial assets held at amortised cost (or where 
relevant fair value through other comprehensive income), either on a 12-month or lifetime basis.  The 
expected credit loss model also applies to lease receivables and contract assets.  Only lifetime losses are 

recognised for trade receivables (debtors) held by the authority. 

Impairment losses are calculated to reflect the expectation that the future cash flows might not take place 
because the borrower could default on their obligations.  Credit risk plays a crucial part in assessing losses.  

Where risk has increased significantly since an instrument was initially recognised, losses are assessed on 

the basis of 12-month expected losses. 

Fair Value Measurement 

Financial instruments, except those classified at amortised cost, are carried in the Balance Sheet at fair value. 

For most assets, including bonds, treasury bills and shares in money market funds and other pooled funds, 
the fair value is taken from the market price. The fair values of other instruments have been estimated by 

calculating the net present value of the remaining contractual cash flows at 31st March 2023. 

Financial instruments classified at amortised cost are carried in the Balance Sheet at amortised cost.  Their Page 76
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fair values have been estimated by calculating the net present value of the remaining contractual cash flows 

at 31st March 2023, using the following methods and assumptions: 

• Loans borrowed by the council have been valued by discounting the contractual cash flows over the 

whole life of the instrument at the appropriate market rate for local authority loans.  

• The fair values of other long-term loans and investments have been discounted at the market rates 

for similar instruments with similar remaining terms to maturity on 31st March. 

• The fair values of finance lease assets and liabilities have been calculated by discounting the 

contractual cash flows (excluding service charge elements) at the appropriate AA-rated corporate 

bond yield. 

• No early repayment or impairment is recognised for any financial instrument.  

• The fair value of short-term instruments, including trade payables and receivables, is assumed to 

approximate to the carrying amount given the low and stable interest rate environment.  

 

Fair values are shown in the table below, split by their level in the fair value hierarchy:  

• Level 1 – fair value is only derived from quoted prices in active markets for identical assets or liabilities, 
e.g. bond prices 

• Level 2 – fair value is calculated from inputs other than quoted prices that are observable for the asset 
or liability, e.g. interest rates or yields for similar instruments 

• Level 3 – fair value is determined using unobservable inputs, e.g. non-market data such as cash flow 
forecasts or estimated creditworthiness 

 

10. Government Grants and Contributions 

Whether paid on account, by instalments or in arrears, government grants and third party contributions and 

donations are recognised as due to the council when there is reasonable assurance that: 

• The council will comply with the conditions attached to the payments, and 

• The grants or contributions will be received. 
 
Amounts recognised as due to the council are not credited to the Comprehensive Income and Expenditure 
Statement until conditions attached to the grant or contribution have been satisfied. Conditions are 
stipulations that specify that the future economic benefits or service potential embodied in the asset in the 

form of the grant or contribution are required to be consumed by the recipient as specified, or future economic 

benefits or service potential must be returned to the transferor. 

Monies advanced as grants and contributions for which conditions have not been satisfied are carried in the 

Balance Sheet as creditors. When conditions are satisfied, the grant or contribution is credited to the relevant 
service line (attributable revenue grants and contributions) or Taxation and Non-Specific Grant Income and 
Expenditure (non-ring fenced revenue grants and all capital grants) in the Comprehensive Income and 

Expenditure Statement. 

Where capital grants are credited to the Comprehensive Income and Expenditure Statement, they are 
reversed out of the General Fund Balance in the Movement in Reserves Statement. Where the grant has yet 
to be used to finance capital expenditure, it is posted to the Capital Grants Unapplied reserve. Where it has 

been applied, it is posted to the Capital Adjustment Account. Amounts in the Capital Grants Unapplied 
reserve are transferred to the Capital Adjustment Account once they have been applied to fund capi tal 

expenditure.  

11. Heritage Assets 

A heritage asset is an asset with historical, artistic, scientific, technological, geophysical or environmental 
qualities that is held and maintained principally for its contribution to knowledge and culture. There is no 
requirement for valuations for heritage assets to be verified by external auditors, nor is there any prescribed 

minimum period between valuations. Where the cost of obtaining valuation information is not commensurate 

with the benefits, the council will not recognise these assets in the Balance Sheet. 

The council’s heritage assets are predominantly the museum stock that is held at the Community Heritage Page 77
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Access Centre (CHAC).  

The Authority recognises these collections on the Balance Sheet using its base as the detailed insurance 

valuations held by the Authority in respect of the collections. The collections are deemed to have 

indeterminate lives; hence the Authority does not consider it appropriate to charge depreciation. 

The carrying amounts of heritage assets are reviewed where there is evidence of impairment for heritage 
assets, e.g. where an item has suffered physical deterioration or breakage or where doubts arise as to its 

authenticity. Any impairment is recognised and measured in accordance with the Authority’s general policies 
on impairment. Disposals of any heritage assets are accounted for in accordance with the Authority’s general 
provisions relating to the disposal of property, plant and equipment. Disposal proceeds are disclosed 

separately in the notes to the financial statements and are accounted for in accordance with statutory 

accounting requirements relating to capital expenditure and capital receipts.  

12. Interests in Companies and Other Entities 

The authority has material interest in companies and other entities that have the nature of subsidiaries, 
associates and joint ventures and require it to prepare group accounts.  In the authority’s own single-entity 
accounts, the interests in companies and other entities are recorded as financial assets at cost, less any 

provision for losses. 

13. Inventories and Long Term Contracts 

Inventories are included in the Balance Sheet at the lower of cost and net realisable value. The cost of 

inventories is assigned using the FIFO (first in first out) costing formula. 

Long term contracts are accounted for on the basis of charging the Surplus or Deficit on the Provision of 

Services with the value of works and services received under the contract during the financial year.  

14. Investment Properties 

Investment properties are those that are used solely to earn rentals and/or for capital appreciation.  The 
definition is not met if the property is used in any way to 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.  Properties are 
not depreciated but are revalued annually according to 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 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. 

 

15. Joint Operations 

Joint operations are arrangements where the parties that have control of the arrangement have rights to the 
assets and obligations for the liabilities relating to the arrangement.  The activities undertaken by the Authority 
in conjunction with other joint operators involve the use of the assets and resources of those joint operators.  

In relation to its interest in a joint operation, the Authority as a joint operator recognises:  

• Its assets, including its share of any assets held jointly 

• Its liabilities, including its share of any liabilities incurred jointly  

• Its revenue from the sale of its share of the output arising from the joint operation 

• Its share of the revenue from the sale of the output by the joint operation Page 78
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• Its expenses, including its share of any expenses incurred jointly. 
 

16. Leases 

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. 

The finance leases recorded in the Statement of Accounts are due to the fact that:  

• The lease term is for the major part of the economic life of the asset 

• The present value of the minimum lease payments amounts to at least substantially all of the fair 
value of the leased asset 

 

Where a lease covers both land and buildings, the land and building elements are considered separately for 

classification. 

Arrangements that do not have the legal status of a lease but convey a right to use an asset in return for 

payment are accounted for under this policy where fulfilment of the arrangement is dependent on the use of 

specific assets. 

The Authority as Lessee 

Finance Leases 

Property, plant and equipment held under finance leases is recognised on the Balance Sheet at the 
commencement of the lease at its fair value measured at the lease’s inception (or the present value of the 
minimum lease payments, if lower). The asset recognised is matched by a liability for the obligation to pay 

the lessor. Initial direct costs of the Authority are added to the carrying amount of the asset. Premiums paid 
on entry into a lease are applied to writing down the lease liability. Contingent rents are charged as expenses 

in the periods in which they are incurred. 

Lease payments are apportioned between:  

• a charge for acquisition of the interest in the property, plant and equipment - applied to write down 
the lease liability, and 

• a finance charge (debited to the Financing and Investment Income and Expenditure line in the 
Comprehensive Income and Expenditure Statement). 

 
Property, plant and equipment recognised under finance leases are accounted for using the policies applied 
generally to such assets, subject to depreciation being charged over the lease term if this is shorter than the 

asset’s estimated useful life (where ownership of the asset does not transfer to the authority at the end of the 

lease period) 

The authority is not required to raise council tax to cover depreciation or revaluation and impairment losses 
arising on leased assets. Instead, a prudent annual contribution is made from revenue funds towards the 

deemed capital investment in accordance with statutory requirements. Depreciation and revaluation and 
impairment losses are therefore substituted by a revenue contribution in the General Fund Balance, by way 
of an adjusting transaction with the Capital Adjustment Account in the Movement in Reserves Statement for 

the difference between the two. 

Operating Leases 

Rentals paid under operating leases are charged to the Comprehensive Income and Expenditure Statement 
as an expense of the services benefitting from use of the leased property, plant or equipment. Charges are 

made on a straight-line basis over the life of the lease, even if this does not match the pattern of payments 

(e.g. there is a rent-free period at the commencement of the lease). 

The Authority as Lessor  

Finance Lease 
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Where the authority grants a finance lease over a property or an item of plant or equipment, the relevant 
asset is written out of the Balance Sheet as a disposal. At the commencement of the lease, the carrying 

amount of the asset in the Balance Sheet (whether Property, Plant and Equipment or Assets Held for Sale) 
is written off to the Other Operating Expenditure line in the Comprehensive Income and Expenditure 
Statement as part of the gain or loss on disposal. A gain, representing the authority’s net investment in the 
lease, is credited to the same line in the Comprehensive Income and Expenditure Statement 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), matched 

by a lease (long-term debtor) asset in the Balance Sheet.  

Lease rentals are apportioned between:  

• a charge for acquisition of the interest in the property - applied to write down the lease debtor (together 
with premiums received), and 

• finance income (credited to the Financing and Investment Income and Expenditure line in the 
Comprehensive Income and Expenditure Statement). 

 
The gain credited to the Comprehensive Income and Expenditure Statement on disposal is not permitted by 
statute to increase the General Fund Balance and is required to be treated as a capital receipt. Where a 
premium has been received, this is posted out of the General Fund Balance to the Capital Receipts Reserve 

in the Movement in Reserves Statement.  Where the amount due in relation to the lease asset is to be settled 
by the payment of rentals in future financial years, this is posted out of the General Fund Balance to the 
Deferred Capital Receipts Reserve in the Movement in Reserves Statement. When the future rentals are 
received, the element for the capital receipt for the disposal of the asset is used to write down the lease 

debtor. At this point, the deferred capital receipts are transferred to the Capital Receipts Reserve. 

The written-off value of disposals is not a charge 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. 

Operating Leases 

When 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, 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. 

 

17. Overheads and Support Services 

 
The costs of overheads and support services are charged to service segments in accordance with the 

authority’s arrangements for accountability and financial performance.  

18. Property, Plant and Equipment 

Assets that have physical substance and are held for use in the production or supply of goods or services, 
for rental to others 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, provided that it is probable that the future economic benefits or service potential associated 
with the item will flow to the authority and the cost of the item can be measured reliably.  Expenditure that 
maintains but does not add to an asset’s potential to deliver future economic benefits or service potential (i.e. 

repairs and maintenance) is charged as an expense when it is incurred.  There are two exceptions to this: 
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• The expenditure incurred is below £10,000, except Capital Grants where the limit is £250. In such 
cases expenditure is charged direct to the revenue accounts. 

• The asset is acquired through an operating lease when rental payments are charged to the revenue 
account. 

 

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 (such as purchase price; any costs attributable to bringing 
the asset to the location and condition necessary for it to be capable of operating in the manner intended by 

management).   

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

• Infrastructure, community assets and assets under construction – depreciated historical cost 

• Surplus assets – the current value measurement base is fair value, estimated at highest and best use 
from a market participant’s perspective 

• All other assets – fair value, determined as the amount that would be paid for the asset in existing 
use (existing use value – EUV). 

 
Where there is no market based evidence of current value because of the specialist nature of an asset, 

depreciated replacement cost (DRC) is used as an estimate of current value. 

Assets included in the balance sheet at current value are re-valued sufficiently regularly to ensure that their 
carrying amount is not materially different from their current value at the year end, but as a minimum every 

five years.  Increases in valuations are matched by credits to the Revaluation Reserve to recognise unrealised 
gains. Exceptionally, gains might be credited to the Surplus or Deficit on the Provision of Services where they 

arise from the reversal of a loss previously charged to a service.  

Where decreases in value are identified, they are accounted for by: 

• Where there is a balance of revaluation gains for the asset in the Revaluation Reserve, the carrying 
amount of the asset is written down against the balance (up to the amount of the accumulated gains)  

• Where there is no balance in the Revaluation Reserve or an insufficient balance, the carrying amount 
of the asset is written down against the relevant service line(s) in the Comprehensive Income and 
Expenditure Statement. 

 

The Revaluation Reserve contains revaluation gains recognised since 1 April 2007 only, the date of its formal 

implementation.  Gains arising before that date have been consolidated into the Capital Adjustment Account.  

Capital expenditure incurred in enhancing assets or increasing their useful life is classed as enhancing 

expenditure. 

Assets which have been significantly enhanced are brought forward in the five-year rolling programme to 
ensure that the independent valuer can correctly assess their new carrying value, this ensures that any 
potential overstatement only reflects a short timing difference between the enhancement taking place and 

the valuer assessing its impact on the asset’s carrying value. 

Impairment 

Assets are assessed at each year-end as to whether there is any indication that an asset may be impaired. 

Where indications exist and any possible differences are estimated to be material, the recoverable amount 
of the asset is estimated and, where this is less than the carrying amount of the asset, an impairment loss is 

recognised for the shortfall. 

Where impairment losses are identified, they are accounted for by: 

• Where there is a balance of revaluation gains for the asset in the Revaluation Reserve, the carrying 
amount of the asset is written down against that balance (up to the amount of the accumulated gains)  
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• Where there is no balance in the Revaluation Reserve or an insufficient balance, the carrying amount 
of the asset is written down against the relevant service line(s) in the Comprehensive Income and 
Expenditure Statement. 

 

Where an impairment loss is reversed subsequently, the reversal is credited to the relevant service line(s) in 
the Comprehensive Income and Expenditure Statement, up to the amount of the original loss, adjusted for 

depreciation that would have been charged if the loss had not been recognised. 

Depreciation 

Depreciation is provided for on all assets with a determinable finite life (except for investment properties), by 

allocating the value of the assets in the balance sheet over the periods expected to benefit from their use.  

Depreciation is calculated on the following bases:  

• Dwellings and other buildings – straight-line allocation over the useful life of the property as estimated 
by the valuer.  

• Vehicles, plant and equipment - straight-line allocation over the life of the asset. 

• Infrastructure – straight-line allocation over the life of the asset. 
 

The following standard estimated lives are used for newly acquired assets:  
 
    Years 

Office Buildings  60 
Public Conveniences     50 
Sports and Leisure Centres 40 
Vehicles   10 

Cremators   10 
 
Where an asset includes a number of components with significantly different asset lives, these components 

are then treated as separate assets and depreciated over their own useful economic lives. See Component 

Accounting policy.  

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 chargeable based on their 

historical cost being transferred each year from the Revaluation Reserve to the Capital Adjustment Account. 

Assets that are sold during the year are treated as if sold on 31 March and the service accounts receive a 

full year’s charge for depreciation as appropriate. Assets acquired during the year attract no charge.  

Disposals and Non-Current Assets Held for Sale 

When it becomes probable that the carrying amount of an asset will be recovered principally through a sale 
transaction rather than through its continuing use, it is reclassified as an asset held for sale. The asset is 

revalued immediately before reclassification and then carried at the lower of this amount and fair value less 
costs to sell. Where there is a subsequent decrease to fair value less costs to sell, the loss is posted to the 
Other Operating Expenditure line in the Comprehensive Income and Expenditure Statement. Gains in fair 

value are recognised only up to the amount of any previously recognised losses in the Surplus or Deficit on 

Provision of Services. Depreciation is not charged on assets held for sale.  

If assets no longer meet the criteria to be classified as assets held for sale, they are reclassified back to non-
current assets and valued at the lower of their carrying amount before they were classified as held for sale; 

adjusted for depreciation, amortisation or revaluations that would have been recognised had they not been 

classified as held for sale, and their recoverable amount at the date of the decision not to sell.  

Assets that are to be abandoned or scrapped are not reclassified as assets held for sale.  

When an asset is disposed of or decommissioned, the carrying amount of the asset in the Balance Sheet 
(whether property, plant and equipment or assets held for sale) is written off to the Other Operating 
Expenditure line in the Comprehensive Income and Expenditure Statement as part of the gain or loss on Page 82
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disposal. Receipts from disposals (if any) are credited to the same line in the Comprehensive Income and 
Expenditure Statement also 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).  Any revaluation gains accumulated for the asset in the Revaluation 

Reserve are transferred to the Capital Adjustment Account. 

Amounts in excess of £10,000 received from disposals are categorised as capital receipts and credited to 
the Capital Receipts Reserve, which can then only be used for new capital investment or set aside to reduce 

the Authority’s underlying need to borrow (the capital financing requirement).  Receipts are appropriated to 
the Reserve from the General Fund Balance in the Movement in Reserves Statement. If the proceeds are 

£10,000 or less, they are not treated as capital receipts but are instead credited to revenue. 

The written off value of disposals is not a charge against council tax, as the cost of non-current assets is fully 
provided for under separate arrangements for capital financing.  Amounts are appropriated to the Capital 

Adjustment Account from the General Fund Balance in the Movement in Reserves Statement. 

A proportion of receipts relating to housing disposals is payable to the Government. In practice this relates 

only to mortgage repayments, 75% of which must be paid over to the Government.  

Component Accounting 

Components of non-current assets do not always have the same useful lives and may depreciate or wear out 

at different rates throughout their life. Therefore, it is appropriate to depreciate each significant component 
separately over its useful life, in order that the Comprehensive Income & Expenditure Account is fairly 

charged with the consumption of economic benefits of those assets. 

Where a significant component is expected to wear out more quickly than the overall asset, it is depreciated 
over a shorter period of time and any subsequent expenditure on restoring or replacing the component is 
capitalised (with any carrying amount of the replaced component being written off to the Comprehensive 

Income and Expenditure Statement). 

From 1st April 2010, components will be recognised when an asset is enhanced, acquired or re -valued. 

Where a component is replaced or restored, the carrying amount of the old component is derecognised.  

• Land and individual buildings will be valued separately. 
 

• Assets are deemed to be material and considered for componentisation when the cost or value in the 
Balance Sheet is at least £500,000 (approximately 1% of the authority’s non-current assets).  

 

• Each asset will be reviewed individually by the valuer to determine whether any part of a material 
asset has a differing useful life or method of depreciation. The assets will be reviewed by the following:  

- Sub Structure  
- Superstructure (frame, upper floors, roof, stairs, external walls, windows, external doors, 

internal walls, partitions, internal doors)  
- Internal finishes (walls, floors and ceilings)  
- Fixtures (sanitary, water, disposal equipment)  
- Engineering services (heating, air treatment, gas installations, lifts, protective, 

communications)  
- External works  

 

• Where component spend is worth 20% of the total cost value of the asset it is deemed to be significant. 
Where information is not readily available to determine the value of components, a best estimate will 

be accounted for and detail of how the estimate was arrived at, in liaison with relevant professional 
advice, will be documented. 

 

20. Provisions, Contingent Liabilities and Contingent Assets 

Provisions 

Provisions are made where an event has taken place that gives the council a legal or constructive obligation 

that probably requires settlement by transfer of economic benefits or service potential, and a reliable estimate 
can be made of the amount of the obligation.  For instance, the council may be involved in a court case that Page 83
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could eventually result in the making of a settlement or the payment of compensation.  

Provisions are charged as an expense to the appropriate service line in the Comprehensive Income and 

Expenditure Statement when the authority has an obligation, and are measured at the best estimate at the 
balance sheet date of the expenditure required to settle the obligation, taking into account relevant risks and 

uncertainties. 

When payments are eventually made, they are charged to the provision carried in the balance sheet.  

Estimated settlements are reviewed at the end of each financial year; where it becomes less than probable 
that a transfer of economic benefits will now be required (or a lower settlement than anticipated is made), the 

provision is reversed and credited back to the relevant service. 

Where some or all of the payments required to settle a provision are expected to be recovered from another 
party (e.g. from an insurance claim), this is only recognised as income for the relevant service if it is virtually 

certain that reimbursement will be received if the authority settle the obligation. 

Contingent Liabilities 

A contingent liability arises where an event has taken place that gives the council a possible obligation whose 
existence will only be confirmed by the occurrence or otherwise of uncertain future events not wholly within 
the control of the Authority. Contingent liabilities also arise in circumstances where a provision would 

otherwise be made but either it is not probable that an outflow of resources will be required or the amount of 

the obligation cannot be measured reliably. 

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

Contingent Assets  

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

the control of the council. 

Contingent assets are not recognised in the Balance Sheets but disclosed in a note to the accounts where it 

is probable that there will be an inflow of economic benefits or service potential.  

21. Related Party Transactions 

The council is required to disclose material transactions with related parties – bodies or individuals that have 

the potential to control or influence the authority or to be controlled or influenced by the authority. 

The materiality of the transaction has been considered before justifying inclusion in the statements.  

Transactions disclosed elsewhere in the statement of accounts are not cross referenced in the note.  
Disclosure is only required where the authority has gone beyond providing financial assistance to having a 
relationship with the assisted organisation that allows it to exert control over the organisation’s financial and 

operational policies.  

22. Reserves 

The council sets aside specific amounts as reserves for future policy purposes or to cover contingencies. 
Reserves are created by transferring amounts out of the General Fund Balance. When expenditure to be 

financed from a reserve is incurred, it is charged to the appropriate service in that year to score against the 
Surplus or Deficit on the Provision of Services in the Comprehensive Income and Expenditure Statement. 
The reserve is then transferred back into the General Fund Balance so that there is no net charge against 

council tax for the expenditure. 

Certain reserves are kept to manage the accounting processes for non-current assets, financial instruments, 

local taxation, retirement and employee benefits and do not represent usable resources for the Authority.  

 

23. Revenue Expenditure Funded from Capital Under Statute   

Expenditure incurred during the year that may be capitalised under statutory provisions but does not result Page 84
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in the creation of non-current assets has been charged as expenditure to the relevant service in the 
Comprehensive Income and Expenditure Statement in the year. Where the council has determined to meet 

the cost of this expenditure from existing capital resources or by borrowing, a transfer in the Movement in 
Reserves Statement from the General Fund Balance to the Capital Adjustment Account then reverses out 

the amounts charged so there is no impact on the level of council tax.  

24. VAT 

The council does not include VAT as part of income or expenditure, whether of a capital or revenue nature 

except where it is not able to recover VAT.  
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Comprehensive Income and Expenditure Statement (Brackets 

represent income) 
This Statement shows the accounting cost in the year of providing services in accordance with generally 
accepted accounting practices, rather than the amount to be funded from taxation.  Authorities raise taxation 
to cover expenditure in accordance with statutory requirements; this may be different from the accounting 

cost.  The taxation position is shown in both the Expenditure and Funding Analysis and the Movement in 
Reserve Statement. 
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Movement in Reserves Statement 
Reserves represent the council’s net worth and shows its spending power.  This statement shows the 

movement in the year on the different reserves held by the council, analysed into ‘usable reserves’ (i.e. those 
that can be applied to fund expenditure or reduce local taxation) and other ‘unusable’ reserves.  The Surplus 
or Deficit on the Provision of Services line shows the true economic cost of providing the council’s services, 

more details of which are shown in the Comprehensive Income and Expenditure Statement.  These are 
different from the statutory amounts required to be charged to the General Fund Balance for council tax 
setting purposes.  The Net Increase/Decrease before Transfers to Earmarked Reserves line shows the 
statutory General Fund Balance before any discretionary transfers to or from earmarked reserves undertaken 

by the Council. 
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Balance Sheet (Brackets represent liabilities) 
The Balance Sheet is a ‘snapshot’ of the council’s financial position at a specific point in time, showing what 
it owns and owes at 31 March.  The Balance Sheet shows the value as at the Balance Sheet date of the 

assets and liabilities recognised by the council.  The net assets of the council (assets less liabilities) are 
matched by the reserves held by the council.  Reserves are reported in two categories.  The first category of 
reserves is ‘Usable Reserves’ i.e. those reserves that the council may use to provide services, subject to the 

need to maintain a prudent level of reserves and any statutory limitations on their use (for example the Capital 
Receipts Reserve may only be used to fund capital expenditure or repay debt).  The second category of 
reserves is those that the council is not able to use to provide services.  This category of reserves includes 

reserves that hold unrealised gains and losses (for example revaluation reserve), where amounts would only 
become available to provide services if the assets are sold; and reserves that hold timing differences in the 
Movement in Reserve Statement line ‘adjustments between accounting basis and funding basis under 
regulations’. 
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Cash Flow Statement (Brackets on this page represent income) 

The Cash Flow Statement shows the changes in cash and cash equivalent 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 these 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. Cash flows arising from financing activities are useful in predicting 
claims on future cash flows by providers of capital (i.e. borrowing) to the authority.  

 

 

The difference between the net figure for Cash and Cash Equivalents shown in the Cash Flow Statement to 

that in the Balance Sheet is due to £1,111k held on behalf of Third Parties.  Specifically, this relates to 

funds held in respect the Dorcas House Trust (See note 48), Boden Mill and Chard Regeneration Scheme 

and the Yeovil Cemetery and Crematorium Burial Committee.  
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Notes to the Core Financial Statements 
(Please be aware that there may be minor rounding differences in some of these notes).  
 

1. Accounting standards that have been issued but have not yet been adopted 

 
The CIPFA Code of Practice on Local Authority Accounting in the United Kingdom 2022/23 (the Code) 
requires changes in accounting policy to be applied retrospectively unless alternative transitional 

arrangements are specified in the Code. The Code requires an authority to disclose information relating to 
the impact of an accounting change that will be required by a new standard that has been issued but not 
yet adopted by the Code for the relevant financial year.  
 

At the balance sheet date, the following new standards and amendments to existing standards have been 
published but not yet adopted by the Code: 
 

• Definition of Accounting Estimates (Amendments to IAS 8) issued in February 2021.   

• Disclosure of Accounting Policies (Amendments to IAS 1 and IFRS Practice Statement 2) issued in 
February 2021.   

• Deferred Tax related to Assets and Liabilities arising from a Single Transaction (Amendments to IAS 
12) issued in May 2021.   

• Updating a Reference to the Conceptual Framework (Amendments to IFRS 3) issued in May 2020.   

   

It is anticipated the above amendments will not have a material impact on the information provided in the 

statement of accounts.   

 

2. Critical Judgements in applying accounting policies 

 
In applying the accounting policies, the council has had to make certain judgements about complex 
transactions or those involving uncertainty about future events. In line with the Code of Practice on Local 

Authority Accounting section 3.4.2.88 and IAS 1: 122-124 the critical judgements made in the Statement of 
Accounts are: 

 

• SSDC Opium Power Limited is a joint venture or subsidiary 
 

Although there is joint control of decisions, SSDC has the right to exercise control with a deciding 
vote on the Board of SSDC Opium Power Limited. On this basis, using IFRS10 and paragraph 
9.1.2.22 of the financial code, the relationship is that of a subsidiary due to the 50% ownership 

by SSDC.  Therefore, full consolidation Group Accounts have been prepared. 

 
3. 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 complete 
certainty, actual results could be materially different from the assumptions and estimates.  

 
Item Uncertainties Effect if actual results differ from 

assumptions 

Property, Plant 
and Equipment 
 

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.   
 

If the useful life of assets is reduced, 
depreciation increases and the carrying amount 
of the assets falls, conversely if useful lives were 
increased the carrying amount of assets would 
increase. 
 
If estimated useful lives were reduced by 5 
years, the depreciation charge would increase 
by £1.392m, if however useful lives were to 
increase by 5 years, the depreciation charge 
would reduce by £0.533m. Page 90
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Pension Valuation The Local Government Pension Scheme, that 
the council is a member of, holds assets in the 
form of a Property portfolio. The assets provide 
returns on the investment to offset the liabilities 
in the form of pension contributions to 
members. The council has 8% of its pension 
assets invested in Real Estate which accounts 
for £10.049m of the total assets held. 

As with the valuation of the council’s directly 
owned assets, there is a similar level of 
uncertainty of the Pension Scheme property 
asset value as at the balance sheet date.  

Pensions Liability 
 
 

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.  The 
council has engaged Barnett Waddingham as 
its consulting actuary to provide the authority 
with expert advice about the assumptions to be 
applied. 

The effects on the net pension liability of 
changes in individual assumptions can be 
measured. A sensitivity analysis is included in 
the Defined Benefit Pension Schemes (note 47). 

Investment 
Properties 

Investment properties are measured (valued) 
initially at cost and subsequently at fair value, 
being the price that would be received to sell 
an asset in the market.   
 
Properties are not depreciated but are 
revalued annually according to market 
conditions at year end.  This takes the form of 
analysed and weighted market evidence such 
as sales, rentals and yields in respect of 
comparable properties in the same or similar 
locations at or around the valuation date. 
 

A variation in the annual estimated valuations 
could result in a movement being recorded 
inappropriately in the Comprehensive Income 
and Expenditure Statement. 
 
If the value of the council’s investment properties 
were to reduce by 10%, this would result in a 
charge to the Comprehensive Income and 
Expenditure Statement of approximately 
£10.23m 
 
If the value of the council’s investment properties 
were to increase by 10%, this would result in a 
gain to the Comprehensive Income and 
Expenditure Statement of approximately 
£10.23m. 
 

Arrears At 31 March 2023, the Authority had a balance 
for sundry debtors of £2.158m.  A review of 
significant balances suggested that an 
impairment allowance of £0.573m was 
appropriate.  However, in the current economic 
climate it is not certain that this will be 
sufficient.  

An understanding of doubtful debts would lead to 
a future adjustment and impairment to be 
reflected.  The impairment allowances held are 
based on policies adapted to the nature of the 
debt and service area, historic experience and 
success rates experienced in collection.  If 
collection rates were to deteriorate by 5% or 10% 
then the council would need to review its policies 
on the calculation of its impairment allowance for 
doubtful debts. A10% increase in impairment 
allowance would equate to £57k. 

 
4. Material items of income and expenditure 

 
Where items of income and expenditure are material, their nature and amount is disclosed separately, either 
on the face of the Comprehensive Income and Expenditure Statement or in the notes to the accounts, 

depending on how significant the items are to an understanding of the Authority’s financial performance.  

 

5. Events after the reporting period 

 
There have been no other events after the balance sheet date of 31 March 2023 that require the financial 
statements or notes to be adjusted for 2022/23.  
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6. Expenditure & Funding Analysis 

 
The Expenditure and Funding Analysis shows how annual expenditure is used and funded from resources 

(Government grants, rents, council tax and business rates) by local authorities in comparison with those 
resources consumed or earned by authorities in accordance with generally accepted accounting practices. It 
also shows how this expenditure is allocated for decision making purposes between the council’s services. 

Income and expenditure accounted for under Generally Accepted Accounting Practices is presented more 
fully in the Comprehensive Income and Expenditure Statement. 
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Notes to the expenditure and funding analysis 

 
Note 1: Adjustments for Capital Purposes 

Adjustments for capital purposes – this column adds in depreciation and impairment and revaluation 
gains and losses in the services line, and for: 

• 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. 

• 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 were satisfied in the year. 

 

Note 2: Net change for the Pensions Adjustments 
Net change for the removal of pension contributions and the addition of IAS19 Employee Benefits 
pension related expenditure and income: 

• 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. 

• For Financing and investment income and expenditure – the net interest on the defined 
benefit liability is charged to the CIES. 

 
Note 3: Other Differences 

Other differences between amounts debited/credited to the Comprehensive Income and Expenditure 
Statement and amounts payable/receivable to be recognised under statute: 

• For Financing and investment income and expenditure the other differences column 
recognises adjustments to the General Fund for the timing differences for premiums and 
discounts. 

• The charge under Taxation and non-specific grant income and expenditure represents 
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 recognised under 
generally accepted accounting practices in the Code.  This is timing difference as any 
difference will be brought forward in future Surpluses or Deficits on the Collection Fund.  

 
 
 
Segmental Income 
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7. Expenditure and Income analysed by nature 
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8. Contracts with Service Recipients 
 
Included with income from fees and charges of £23.58m (£21.9m 2021/22) are the following amounts derived 

from contracts with service recipients as defined by IFRS 15. 
 

 
The performance obligations relating to the key lines of income above are all fulfilled when payment is made 

except where the charge is for a monthly, quarterly or annual fee or licence where the obligation is discharged 
within the period. 
 
There are no performance obligations unsatisfied at the balance sheet date.  

 
9. Adjustments between accounting basis and funding basis under regulations 

 

This note details the adjustments that are made to the total comprehensive income and expenditure 
recognised by the council in the year in accordance with proper accounting practice to the resources that are 
specified by statutory provisions as being available to the council to meet future capital and revenue 

expenditure. 
 
The following sets out a description of the reserves that the adjustments are made against:  
 

General Fund Balance 
The General Fund is the statutory fund into which all the receipts of a council are required to be paid and out 
of which all liabilities of the council are to be met, except to the extent that statutory rules might provide 

otherwise.  These rules can also specify the financial year in which liabilities and payments should impact on 
the General Fund Balance, which is not necessarily in accordance with proper accounting practice.  The 
General Fund Balance therefore summarises the resources that the council is statutorily empowered to spend 

on its services or on capital investment (or the deficit of resources that the council is required to recover) at 
the end of the financial year. 
 
Capital Receipts Reserve 

The Capital Receipts Reserve holds the proceeds from the disposal of land or other assets, which are 
restricted by statute from being used other than to fund new capital expenditure or to be set aside to finance 
historical capital expenditure.  The balance on the reserve shows the resources that have yet to be applied 

for these purposes at the year-end. 
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The Capital Grants Unapplied Account holds the grants and contributions received towards capital projects 
for which the council has met the conditions that would otherwise require repayment of the monies but which 
have yet to be applied to meet expenditure.  The balance is restricted by grant terms as to the capital 

expenditure against which it can be applied and/or the financial year in which this can take place. 
 
Table on following page 
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10. Other operating income and expenditure 

 

Previous 
year  

  Current year 

2021/22   2022/23 

£’000   £’000 

6,118 Parish council precepts and levies 6,529 

0 Payments to the Government housing Capital Receipts Pool 0 

6,118 Total Other Operating Expenditure 6,118 

(948) Easements and other Capital Receipts (note 11) (580) 

5,170 Total Other Operating Income and Expenditure 5,949 

 

11. Easements and other capital receipts 
 
The council received £580k in Right to Buy receipts (compared to £948K in 2021/22). 
   

 
12. Net gain/loss on disposal of plant, property and equipment 

 

The net loss on disposal of plant, property and equipment amounts to £13k (compared to a net loss of £290K 
in 2021/22) 
 

The gain in the disposal of the interest in Lufton 2000 was £750k in 2022/23. 
 

13. Financing and investment income and expenditure 
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14. Taxation and non-specific grant income 
 

 

15. Property, plant and equipment 

 
Movement in 2022/23: 
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Comparative movements in 2021/22:  

 
 

16. Property, Plant and Equipment valuation 
 

The Council carries out a rolling programme of asset valuations to ensure that all property, plant and 

equipment required to be measured at fair value is revalued at least every five years.  

Valuations at 31 March 2023 have been carried out by Wilks Head & Eve, Chartered Surveyors. 
Valuations of land and buildings were carried out in accordance with the methodologies and bases for 
estimation set out in the professional standards of the Royal Institution of Chartered Surveyors (RICS).  

Whilst, at present, the Council does not revalue its vehicles, plant and equipment, depreciated historic cost 

is used as a proxy for fair value.   

 

Please refer to note 4 for disclosure on the material uncertainty. 
 

The following table shows the progress of the rolling programme: 
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17. Investment Property 
 
The following items of income have been accounted in the Financing and Investment Income and Expenditure 

line in the Comprehensive Income and Expenditure Statement. 
 

 
The following table summarises the movement in the fair value of Investment Property over the year: 
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Details of the council’s Investment Properties and Information about the Fair Value Hierarchy are as follows: 
 

 
 

The valuation technique applied in respect of all the Fair Value figures was the market approach, which 
is described in paragraphs 85 to 87 of IFRS 13. It uses prices paid and other relevant information 

generated by market transactions involving directly comparable (i.e. similar) assets.  

 
The inputs to this technique constitute Level 2 inputs in each instance. Level 2 inputs are inputs that are 
observable for the asset, either directly or indirectly. The inputs used took the form of analysed and 

weighted market evidence such as sales, rentals, yields and costs in respect of comparable properties 
in the same or similar locations at or around the valuation date. 

 
18. Assets Held for Sale 

 

Previous 
year  

  

Current 
year 

2021/22 2022/23 

£’000 £’000 

0 Balance at the start of the year 490 

490 Transfers to/from Property Plant and Equipment 0 

490 Balance at the end of the year 490 
 

 
19. Capital commitments 

 

At the 31 March 2023, the council had capital commitments in relation to the following capital schemes, part 
of the Yeovil Refresh Programme, and values: 

 

• Triangle and Wine Street £2,978,096.99 
• Middle Street, High Street, Borough etc.  £4,925,603.63 
• Wyndham Street Area £ 874,491.00 
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20. Intangible Assets 
 

The value of Intangible Assets held in the Council’s balance sheet amounts to 292k (compared to £408k in 

2021/22). 
 

31-Mar-22 
  

31-Mar-23 

£’000 £’000 

  Balance at start of year:   

2,412 •       Gross carrying amounts 2,511 

(1,702) •       Accumulated amortisation (2,102) 

710 Net carrying amount at start of year 408 

99 Additions 57 

0 Disposals 0 

(400) Amortisation for the period (173) 

0 Amortisation on disposal 0 

408 Net Carrying amount at end of year (116) 

  Comprising:   

2,511 •       Gross carrying amounts 2,568 

(2,102) •       Accumulated amortisation (2,276) 

408 Total Intangible Assets 292 

 

 
 
 

21. Heritage Assets 

 

31 March 
2022   

31 March 
2023 

£’000 £’000 

1,792 Balance at start of year 1,792 

0 Additions 0 

0 Revaluations/(Impairments) 0 

1,792 Total Heritage Assets 1,792 

 

22. Long term debtors 
 
Debtors that fall due after a period of at least one year, consist of: 
 

 
 
The loans figures relate mainly to the commercial loans made to SSDC Opium Power Limited.  The loans 

are asset backed and a valuation report in respect of the sites has been provided.  Further information relating 
to long-term debtors is contained within Note 33 on Financial Instruments. 
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23. Inventories 
 

 

 
24. Short term debtors 

 
 

 

  

Page 106



51 
 

25. Cash and cash equivalents 
 

Cash and cash equivalents are investments which are readily convertible (within 24 hours) and are subject 
to an insignificant risk of changes in value.  The balance of Cash and cash equivalents is made up of the 
following elements: 
 

 
 
The cash held on behalf of others relates to funds held in respect the Dorcas House Trust (See note 48), 
Boden Mill and Chard Regeneration Scheme and the Yeovil Cemetery and Crematorium Burial Committee. 
 

26. Short-term Borrowings 
 

31 March 2022 
  

31 March 2023 

£’000 £’000 

(128,500) Other Local Authorities (131,500) 

0 Other Entities and Individuals 0 

(128,500) Total Short-Term Borrowing (131,500) 

 
27. Short-term Creditors 

 

 
 

28. Long term liabilities – Creditors 
 

 
 

The long-term liabilities – creditors relate to licence fee income that is paid in advance. 
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29. Provisions 
 

 
 

The Business Rates Provision is reviewed each year to ensure it is adequate. It is used to offset any loss on 
business rates appeals and is replenished to ensure it mitigates our risk appropriately. During the year we 
have increased the provision by £20k. 

 
30. Developers’ contribution deferred 

 

 

 

Deposits received from developers will be spent over the next few years as the individual schemes progress.  
 

31. Usable Reserves 

 

 
 
Capital Receipts Reserve 

 

 
 

The capital receipts reserve holds the proceeds from the sale of capital assets and is used for financing 
capital expenditure. 
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Capital Grants Unapplied  
 

31 March 
2022   

31 March 
2023 

£’000 £’000 

(7,785) Balance at start of year (10,436) 

(5,228) 
Additional Capital Grants recognised through the Comprehensive 
Income and Expenditure Statement 

(668) 

2,578 Applied Deposits 3,031 

(10,436) Total Capital Grants Unapplied (8,072) 

 
 

The capital grants unapplied reserve holds any capital grant received but not yet spent.  
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Transfers to/from earmarked reserves 
 
This note sets out the amounts set aside from the General Fund in earmarked reserves to provide financing 

for future expenditure plans and the amounts posted back from earmarked reserves to meet General Fund 
expenditure in 2022/23.  All earmarked reserves are revenue balances. 
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32. Unusable reserves 

 

 
Revaluation Reserve 
 
The Revaluation Reserve holds the unrealised revaluation gains which have arisen, since 1 April 2007, from 

holding property, plant and equipment.  Where assets which had previously been revalued are impaired as 
a result of reductions in property values, then the revaluation reserve is reduced to the extent of the value 
held for that specific asset. 
 

 

 

Pooled Fund Adjustment Account 
 

This is the adjustment account to manage the fair value process for Pooled Fund Financial Assets. 
 

31 March 
2022   

31 March 
2023 

£’000 £’000 

662 Balance at start of year (451) 

0 Reclassification of financial instruments 0 

0 Loss on derecognition/maturity 0 

(1,113) Revaluation losses on pooled fund adjustment account 2,275 

(451) Total Pooled Fund Adjustment Account 1,824 

 

The change to IFRS9 means that pooled funds are accounted for at fair value through profit and loss with the 
changes in fair value being taken to the Comprehensive Income and Expenditure statement. 
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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 debited with the cost of acquisition, 
construction or subsequent costs as depreciation, impairment losses and amortisation are charged to the 

Comprehensive Income and Expenditure Statement (with reconciling posting from the Revaluation Reserve 
to convert fair value figures to a historical cost basis).  The Account is credited with the amounts set aside by 
the council as finance for the costs of acquisition, construction and subsequent costs. 
 

The Account contains accumulated gains and losses on Investment Properties.  The Account also contains 
revaluation gains accumulated on Property, Plant and Equipment before 1 April 2007, the date that the 
Revaluation Reserve was created to hold such gains.  Note 9 provides details of the source of all the 

transactions posted to the Account, apart from those involving the Revaluation Reserve.  
 

 
 

Deferred Credits Account 
 

31 Marc 
2022   

31 March 
2023 

£’000 £’000 

(276) Balance at start of year (272) 

(1) Repayment of mortgages on sale of Council Houses 0 

4 Right to Receipts – St Johns Ambulance 0 

  Yeovil Rec Centre funding (9) 

(272) Total Deferred Credits (281) 

 
 

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 Page 112
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inflation, 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 Authority has set aside to meet them.  The statutory arrangements 

will ensure that funding will have been set aside by the time the benefits come to be paid. 
 

31 March 
2022   

31 March 
2023 

£’000 £’000 

101,031 Balance at start of year 79,788 

(25,973) Re-measurement of the net defined benefit liability (65,462) 

8,280 

Reversal of items relating to retirement benefits debited 
or credited to the Surplus or Deficit on the Provisions of 
Services in the Comprehensive Income and 
Expenditure Statement 

7,419 

(3,550) 
Employer’s pensions contributions and direct payments 
to pensioners payable in year 

(3,840) 

79,788 Total Pensions Reserve 17,905 

 
 
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. 
 

31 March 
2022   

31 March 
2023 

£’000 £’000 

9,898 Balance at start of year 4,284 

(350) Collection Fund Adjustment in year for Council Tax 34 

(5,264) Collection Fund Adjustment in year for non-domestic rates (8,246) 

4,284 Total Collection Fund Adjustment Account (3,928) 

 

 
Accumulating Compensated Absences Adjustment Account 
 

The Accumulating Compensated Absences Adjustment Account absorbs the differences that would 
otherwise arise on the General Fund Balance from accruing for compensated absences earned but not taken 
in the year e.g. annual leave entitlement carried forward at 31 March 2023.  Statutory arrangements require 
that the impact on the General Fund Balance is neutralised by transfer to or from the Account.  

 

Page 113



58 
 

 
 

 
 

 
33. Financial Instruments 

 
The Authority’s accounting policies relating to financial instruments are in accordance with the 2022/23 Code 
of Practice on Local Authority Accounting. 

 
Financial Instruments Balances 
 

The financial liabilities disclosed in the Balance Sheet are analysed across the following categories: 
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The financial assets disclosed in the Balance Sheet are analysed across the following categories:  
 

31 March 2022 

Financial Assets 

31 March 2023 

Long Term Current Long Term Current 

£’000 £’000 £’000 £’000 

    At amortised cost     

  0 Principal     

  0 Accrued Interest     

    Loss Allowance     

    At fair value through profit & loss     

0 23,951 Fair value 0 21,673 

0 23,951 Total Investments 0 21,673 

    At amortised cost     

  16,550 Principal   0 

    Accrued Interest     

  0 Loss Allowance   0 

    At fair value through profit & loss     

    Fair value     

0 16,550 Total Cash and Cash Equivalents 0 0 

    At amortised cost     

  2,852 Trade receivables   3,121 

41,190 3,812 Loans and Receivables 41,190 13,709 

41,190 6,663 Included in Debtors 41,190 16,830 

41,190 47,164 Total Financial Assets 41,190 38,503 
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Financial Instruments Gains/Losses 
 

The gains and losses recognised in the Comprehensive Income and Expenditure Statement in relation to 
financial instruments are made up as follows: 
 

31 March 2022   31 March 2023 

Financial 
Liabilities 
Amortised 

Cost 

Financial Assets   

Financial 
Liabilities 
Amortised 

Cost 

Financial Assets 

Amortised 
Cost 

Fair 
Value 

through 
Profit & 

Loss 

Total 

Financial Assets 

Amortised 
Cost 

Fair 
Value 

through 
Profit & 

Loss 

Total 

£’000 £’000 £’000 £’000 £’000 £’000 £’000 £’000 

151     151 Interest expense 151     151 

        
Losses on 
derecognition 

        

      0 
Losses from 
change in fair 
value 

      0 

151     151 
Interest payable 
and similar 
charges 

151     151 

  (991) (955) (1,946) Interest income   (1,778) (1,170) (2,947) 

    0 0 
Gains on 
derecognition 

    0 0 

    0 0 
Gains from change 
in fair value  

    0 0 

  (991) (955) (1,946) 
Interest & 
Investment 
Income 

  (1,778) (1,170) (2,947) 

151 (991) (955) (1,795) 

Net impact on 
(surplus)/deficit 
on provision of 
services 

151 (1,778) (1,170) (2,947) 

    1,113 1,113 
(Gain)/Losses on 
revaluation 

    2,275 2,275 

151 (991) 157 (683) 
Net (Gain)/Loss 
for the year 

151 (1,778) 1,105 (521) 
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Financial Instruments – Fair Values 
 

Financial instruments, except those classified at amortised cost, are carried in the Balance Sheet at fair value.  
For these assets, including bonds, treasury bills and shares in money market funds and other pooled funds, 

the fair value is taken from the market price.   
 
The fair values of other instruments have been estimated calculating the net present value of the remaining 

contractual cash flows at 31st March 2023 using the following methods and assumptions: 
 

• Certificates of deposit have been discounted at market interest rates for instruments of similar credit 
quality and remaining term to maturity. 

 

Financial Liabilities 
 

 
 

* The fair value of short-term financial liabilities held at amortised cost, 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 authority’s loans includes loans where the interest rate payable is higher than the current rates 
available for similar loans as at the Balance Sheet date. 
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Financial Assets 
 

31 March 2022   

Fair Value 
Level 

31 March 2023 

Carrying 
Amount 

Fair Value Financial Assets 
Carrying 
Amount 

Fair Value 

£’000 £’000   £’000 £’000 

    Financial Assets held at Fair Value       

    Money Market Funds 1     

23,951 23,951 Bond, Equity and Property Funds 1 21,673 21,673 

    Covered Bonds & Floating Rate Notes 1     

    
Financial Assets held at Amortised 
Cost 

      

(683) (683) Bank Accounts   (301) (301) 

16,550 16,550 Term Deposits   0 0 

44,530 44,530 Loans made for Service Purposes 2 0 0 

84,348 84,348 Total   21,372 21,372 

3,307   
Assets for which fair value is not 
disclosed 

  3,410   

64,299   Total Financial Assets   24,782   

  

  

Recorded on Balance Sheet as: 

  

  

  

0 Long Term Investments 0 

41,005 Long Term Debtors 41,190 

16,550 Short Term Investments 0 

6,663 Short Term Debtors 16,830 

23,268 Cash & Cash Equivalents 21,372 

87,486       79,392   

 
 

Financial assets classified as loans and receivables are carried in the Balance Sheet at amortised cost.  Their 
fair values have been estimated by calculating the net present value of the remaining contractual cash flows 
at 31st March 2023.  The fair value of short-term instruments, including trade payables and receivables, is 

assumed to approximate to the carrying amount given the low and stable interest rate environment.  
 
Financial Instruments – Risk 

 
The council has adopted CIPFA’s code of practice on Treasury Management and complies with the Prudential 
Code for Capital Finance in Local Authorities. 
 

As part of the adoption of the Treasury Management Code, the council approves a Treasury Management 
Strategy before the commencement of each financial year.  The Strategy sets out the parameters for the 
management of risks associated with financial instruments.  The council also produces Treasury 

Management Practices specifying the practical arrangements to be followed to manage these risks.  
 
The Treasury Management Strategy includes an Annual Investment Strategy in compliance with the Ministry 

for Housing, Communities and Local Government Guidance on Local Government Investments.  This 
guidance emphasizes that priority is to be given to security and liquidity rather than yield.  The council’s 
Treasury Management Strategy and its Treasury Management Practices seek to achieve a suitable balance 
between risk and return or cost. 

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

• Credit risk – the possibility that one party to a financial asset will fail to meet its contractual obligations 
causing a loss to the council. 

• Liquidity risk – the possibility that the council might not have the cash available to make contracted 
payments on time. 

• Market risk – the possibility that an unplanned financial loss will materialize because of changes in 
market variables such as interest rates or equity prices. Page 118
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Credit Risk: Investments  

 
The council manages credit risk by ensuring that investments are only placed with organisations of high credit 
quality as set out in the Treasury Management Strategy.  These include commercial entities with a minimum 
long-term credit rating of A-, the UK government, other local authorities, and organisations without credit 

ratings upon which the council has received independent investment advice.  Recognising that credit ratings 
are imperfect predictors of default, the council has regard to other measures including credit default swaps 
and equity prices when selecting commercial entities for investment.  

 
The council’s maximum exposure to credit risk in relation to its investments in banks and building societies 
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 irrecoverability applies to all the council’s 
deposits, but there was no evidence as the 31 March 2023 that this was likely to crystallise. 
 

The Table below summarises the credit risk exposures of the council’s investment portfolio by credit rating. 

Credit Rating 

Long Term Short Term 

31/03/2023 31/03/2022 31/03/2023 31/03/2022 

£’000 £’000 £,000 £,000 

AAA         

AA+     0 12,550 

AA         

AA-         

A+         

A         

A-         

Unrated Local Authorities     0 4,000 

Unrated Pooled Funds     23,500 23,500 

Total Investments (nominal amount) 0 0 23,500 40,050 

 
Liquidity Risk 
 

South Somerset District Council ensures it has adequate, though not excessive, cash resources and 

borrowing arrangements to ensure it has the level of funds available to enable the achievement of its 
business/service objectives. 
 
The council has ready access to the money markets for short-term debt to cover revenue expenditure and to 

the money markets and PWLB for longer-term borrowing.  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.  
 

The council’s current borrowing matures throughout 2022/23 there will be a need to replace this borrowing.  

There will be an additional borrowing requirement going forward, the council ensure that borrowing costs are 
kept to a minimum and seek advice from its Treasury Management advisors to ensure this is achieved.  
 

Market risk – Interest rate risk 
 
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 authority.  For instance, a rise in 
interest rate would have the following effects: 
 

➢ Borrowings at variable rates – the interest expense charged to the Comprehensive Income and 

Expenditure Statement will rise 
➢ Borrowings at fixed rates – the fair value of the liabilities borrowings will fall  
➢ Investments at variable rates – the interest income credited to the Comprehensive Income and 

Expenditure Statement will rise 
➢ Investments at fixed rates – the fair value of the liabilities borrowings will fall  Page 119
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Investments classed at “loans and receivables” and loans borrowed are not carried at fair value, so changes 

in their fair value will have no impact on Comprehensive Income and Expenditure.  However, changes in 
interest payable and receivable on variable rate borrowings and investments will be posted to the Surplus 
and Deficit on the Provision of Services.  Movement in fair value of fixed rate investments classed as 
“available for sale” will be reflected in Other Comprehensive Income and Expenditure.  

 
The Treasury Management Strategy aims to mitigate these risks by setting upper limits on its net exposures 
to fixed and variable interest rates. 

 
According to this assessment strategy, at 31 March 2023, if interest rates had been 1% higher with all other 
variables held constant, the financial effect would be: 

 

31 March 
2022   

31 March 
2023 

£’000 £’000 

      

162 Increase in interest payable on variable rate borrowings 0 

(1,009) Increase in interest receivable on variable rate investments (1,060) 

(847) Impact on Surplus or Deficit on the Provision of Services (1,060) 

0 Decrease in fair value of fixed rate borrowings 0 

0 Decrease in fair value of fixed rate investments 0 

      

 
 

Market Risk – 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 council’s investment in a pooled property fund and pooled equity funds are subject to the risk of falling 

commercial property prices or falling share prices.  This risk is limited by the council’s maximum exposure to 
pooled funds of £10m nominal value per fund.  A 5% fall in commercial property prices or share prices would 
result in a £640k charge to Other Comprehensive Income and Expenditure – this would have no impact on 

the General Fund until the investments were sold. 
 
Market risk – Foreign exchange risk 

 
The council has not financial assets or liabilities denominated in foreign currencies and thus has no exposure 
to loss arising from movements in exchange rates.  The Eurobonds held by the council are denominated in 
Pound Sterling. 

 
34. Cash Flow Statement – Operating activities 

 

The cash flows for operating activities include the following items: 
 

Previous Year 

  

Current Year 

2021/22 2022/23 

£’000 £’000 

393 Interest received 835 

(1,599) Interest paid (4,294) 

(1,205) Net Cash Flows from Operating Activities relating to interest (3,459) 
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35. Cash Flow Statement – Investing activities 

 

Previous Year 

  

Current Year 

2021/22 2022/23 

£’000 £’000 

(12,006) 
Purchase of property, plant and equipment, investment property 
and intangible assets 

(10,277) 

(93,810) Purchase of short-term and long-term investments (3,012) 

(7,388) Other payments for investing activities (135) 

4,815 
Proceeds from the sale of property, plant and equipment, 
investment property and intangible assets 

  

79,260 Proceeds from sale of short-term and long-term investments 24,117 

0 Other receipts from investing activities (83) 

(29,129) Net Cash Flows from Investing Activities 10,611 

 
36. Cash Flow Statement – Financing activities 

 
 

Previous Year 

  

Current Year 

2021/22 2022/23 

£’000 £’000 

30,500 Cash receipts of short-term borrowing 3,000 

(5) 
Cash payments for the reduction of the outstanding liabilities 
relating to finance leases 

0 

30,495 Net Cash Flows from Financing Activities 3,000 Page 121
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37. Trading operations 
 
Careline South Somerset remains a trading operation.  It is an emergency response system for people 
who need reassurance that help is at hand at the push of a button 24 hours a day, 365 days a year.  

 
The MOT Station is operated by the Streetscene service.   
 

Previous Year     Current Year 

2021/22     2022/23 2022/23 2022/23 

(Surplus)/Deficit    Expenditure Income 
(Surplus) 

/Deficit 

£’000     £’000 £’000 £’000 

(181) Careline   205 (381) (176) 

58 MOT Station   124 (28) 96 

(122) Total Trading Accounts 329 (409) (80) 

 

38. Members’ Allowances 
 

Previous Year 

  

Current Year 

2021/22 2022/23 

£’000 £’000 

422 Basic Allowance 445 

126 Special Responsibility Allowance 134 

2 Expenses 2 

550 Total Members Allowance 581 

 
Further information on Members’ allowances is available on our website and may also be obtained from the 
People Management Team. 

 
39. Officers’ Remuneration 

 

During the 2022/23 financial year the number of officers who received remuneration, which includes salary, 
leased car and termination payments, in excess of £50k were as follows: 
 

 
 
The total column includes those Officer’s that have left during the financial year, left during year column 
shows the number within that total who ceased their employment with the Council during 2022/23 with those 
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receiving compensation upon leaving indicated in the column to the right.  
 

Senior Officers 
 
A senior officer is an employee whose salary is more than £150k per year, or one whose salary is at least 
£50k (to be calculated pro rata for a part-time employee) and who are either the designated Head of Paid 

Services, a statutory officer and any person having responsibility for the management of the relevant body, 
to the extent that the person has power to direct or control the major activities of the body.  
 

Senior employees are typically an authority’s Chief Executive (or equivalent), officers that report direct to 
them (other than administration staff), and statutory chief officers.  For South Somerset District Council, the 
senior employees are the Directors Officers with statutory roles. 

 
Senior Officers’ Emoluments 
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Exit Packages 
 
There were no exit packages in 2022/23 (£33K for 2021/22) has been charged to the authority’s 
Comprehensive Income and Expenditure Statement in the current year. 

 

 
 

40. Audit Costs 

 
In 2022/23 the council incurred the following fees relating to external audit and inspection:  
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41. Grant Income 

 
The Authority credited the following grants, contributions and donations to the Comprehensive income and 
Expenditure Statement in 2022/2023: 
 

 
 

42. Related Party Transactions 

 
The council is required to disclose any significant transactions with related parties.  
 
Precepts from Other Local Authorities are detailed in Note 1 to the Collection Fund and receipts received 

from the UK Central Government (which exerts significant influence through legislation and grant funding) 
are detailed above in Note 42 to the Core Financial Statements. 
 

Transactions to and from the Pension Fund are detailed in Note 47 to the Core Financial Statements. 
 
The council makes significant contributions to the organisations listed below.  Councillors have either been 

nominated to represent SSDC on their management boards or have declared a position of general control or 
influence in the organisation. 
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South Somerset District Council is a member of the South West Audit Partnership which is a company limited 

by guarantee and is wholly owned and controlled, as an in-house company, by the members and is a Local 
Authority Controlled Company for the purposed of Part V of the Local Government and Housing Act 1989.  
The liability of each member is limited to £1, being the amount that each member undertakes to contribute to 
the assets of the Company in the event of it being wound up while the Authority is a member or within one 

year after the Authority ceases to be a member.  South West Audit Partnership provides internal audit 
services.   
 

The council has made loans to SSDC Opium Power Limited, which is a partly owned subsidiary.  The value 
of the loans to SSDC Opium Power Limited as at 31 March 2023 is £37.843m  

 

Capital expenditure and financing 

 
 

43. Leases 
 
Authority as Lessee 
 

Finance Leases 
 

The council has acquired a number of vehicles and printers under finance leases.  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: 
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31 March 
2022   

31 March 
2023 

£’000 £’000 

5 
Finance lease liabilities (net present value of minimum lease 
payments) 

(0) 

0 Finance Cost Payable in future years 0 

5   0 

 

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

  
Minimum Lease 

Payments 
Finance Lease Liabilities 

  

31 March 
2022 

31 March 
2023 

31 March 
2022 

31 March 
2023 

£’000 £’000 £’000 £’000 

Not later than one year 5 0 5 0 

Later than one year and not later than 
five years 

0 0 0 0 

Total Finance Lease Payments 5 0 5 0 

 

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

31-Mar-22 
  

31 March 2023 

£’000 £’000 

Vehicles, 
Plant & 

Equipment 
Property Total   

Vehicles, 
Plant & 

Equipment 
Property Total 

22 23 44 Not later than one year 18 23 40 

5 91 96 
Later than one year and 
not later than five years 

 -  91 91 

 -  802 802 Later than five years  -  780 780 

27 915 942 
Total Operating Lease 
Payments 

18 893 911 

 
The expenditure charged to services in the Comprehensive Income and Expenditure Statement during the 

year in relation to these leases was: 
 

Previous 
Year 

  

Current 
Year 

2021/22 2022/23 

£’000 £’000 

  Minimum lease payments   

35 •       Vehicles, Plant and Equipment 36 

23 •       Property 23 

58 
Total Operating Lease Payments Charge to the 
Comprehensive Income and Expenditure Statement 

59 
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Authority as Lessor 
 

Operating Leases 
 
The council leases out property and equipment under operating leases for economic development purposes 
to provide suitable affordable accommodation for local businesses. The council has granted leases in respect 

of a number of properties (principally commercial premises and business units) which are treated as operating 
leases.  
 

The future minimum lease payments receivable under non-cancellable leases in future years can be broken 
down as follows: 
 

31 March 
2022   

31 March 
2023 

£’000 £’000  

5,799 No later than one year 5,502 

13,414 
Later than one year and not later than 
five years 

13,095 

20,735 Later than five years 13,923 

39,948 Total future lease payments receivable 32,520 

 
 

44. Impairment Losses 
 
During 2022/23, the Authority recognised an impairment loss of £7.025m (£3.050m in 2021/22). 
 

The impairment losses of £5.127m have been charged to various service lines on the Comprehensive Income 
and Expenditure Statement and downward revaluations of £1.898m have been charged to the Revaluation 
Reserve. 

 
45. Defined benefit pension schemes 

 

Participation in Pension Schemes 
 
As part of the terms and conditions of employment of its officers and other employees, the authority offers 
retirement benefits.  Although these benefits will not actually be payable until employees retire, the authority 

has a commitment to make the payments at the time that employees earn their future entitlement.  
 
South Somerset District Council participates in the Local Government Pension Scheme (LGPS) for 

employees, administered by Somerset County Council – this is a funded defined benefit scheme, meaning 
that the authority and employees pay contributions into a fund, calculated at a level intended to balance the 
pensions liabilities with investment assets.  The benefits accrued up to 31 March 2023 are based on final 

salary and length of service on retirement.  Changes to the LGPS came into effect from 1 April 2014 and any 
benefit accrued from this date will be based on career average revalued salary.  
 
Transactions Relating to Post-Employment Benefits 

 
The council recognise the cost of retirement benefits in the Net Cost of Services when they are earned by 
employees, rather than when the benefits are actually paid as pensions.  However, the charge the council is 

required to make against council tax is based on the cash payable in the year, so the real cost of retirement 
benefits is reversed out of the General Fund Balance 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:  
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The change in financial assumptions reflects a decrease in the discount rate from 2.60% to 2.00%.  The 
discount rate is based on corporate bond yields that match the duration of the employer’s liabilities.  Although 
the yields have been volatile they have decreased overall which indicates an increase in liabilities. 
 

Assets and Liabilities in Relation to Retirement Benefits 
 

The underlying assets and liabilities for retirement benefits attributable to the authority at 31 March 2023 are 
as follows: 
 

Reconciliation of the Present Value of Scheme Liabilities and Fair Value of Scheme Assets to the 

Liabilities and Assets on the Balance Sheet 
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The liabilities show the underlying commitments that the authority has in the long run to pay retirement 

benefits.  The total liability of £79.641m has a substantial impact on the net worth of the authority as recorded 
in the balance sheet.  However, statutory arrangements for funding the deficit mean that the financial position 
of the Authority remains healthy.  The deficit on the local government scheme will be made good by increased 
contributions over the remaining working life of employees, as assessed by the scheme actuary. 

 
Reconciliation of Present Value of the scheme liabilities 
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Reconciliation of Fair Value of Scheme Assets 
 

 
The expected return on assets is based on the long-term future expected investment return for each asset 

class at the beginning of the period.  The return on gilts and other bonds are assumed to the gilt yield and 
corporate bond yield respectively (with an adjustment to reflect default risk) at the relevant date.   
The return on equities and property is then assumed to be a margin above gilt yields.  
 

 
Sensitivity Analysis 
 

 
 
Projected Pension Expense for the year to 31 March 2024 

 

  
Year to 31 March 2024 

£’000 

Service Cost 2,306 

Net Interest on the defined liability 795 

Administration expenses 69 

Total Loss/(Profit) 3,170 

    

Employer Contributions 2,557 

 

Basis for Estimating Assets and Liabilities 

 
Liabilities have been assessed on an actuarial basis using the projected unit method, an estimate of the 
pensions that will be payable in future years’ dependent on assumption about mortality rates, salary levels 
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etc.  The Peninsula Pension Fund liabilities have been assessed by Barnett Waddingham, an independent 
firm of actuaries.  Estimates for the Peninsula Pension Fund being based on the latest full valuation of the 

scheme as at 31 March 2023. 
 
The principal assumptions used by the actuary have been: 
 

31 March 
2022 

  
31 March 

2023 

3.20% Rate of inflation (CPI) 2.95% 

2.00% Rate of general long-term increase in salaries 3.75% 

3.20% Rate of increase to pensions in payment 2.95% 

3.20% Rate of increase to deferred pensions 3.20% 

2.60% Discount Rate 4.80% 

 
Assumed life expectations from aged 65 (years) are: 

 

  Males Females 

Current Pensioners 21.4 23.2 

Future Pensioners (20 years from now) 22.7 24.7 

 
The fair value of the total scheme assets comprises the following categories, by proportion of the total assets 
held: 

 

 
 

46. Contingent liabilities 

 
There is a potential environmental risk in the Birchfield Park area as part of the land is an old landfill site.  The 
site continues to be monitored and there is a bond in place with the developer to meet any liabilities resulting 
from the development of the road.  There remains liability of £311k that may fall on the council.   

 
However, it continues to remain unlikely that it will be payable. Therefore, it is being treated as a contingent 
liability. Should the possibility of payment become more likely, we will consider making a specific provision 

to cover the cost. A specific working group manages any risk within existing revenue and capital budgets. 
 
During the year, a legal case was in progress, however there are no losses expected to be incurred.  The 

value of the liability is anticipated to be well below the materiality level for the 2022/23 accounts. 
 

47. Dorcas House 
 

Dorcas House (otherwise known as Portreeves or Corporation Almshouses) is a registered charity, No. 
235337, whose trusteeship is vested in the council.  The Charity is restricted to being permitted to assist ‘poor 
women residents in the Borough of Yeovil’. 
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A summary of the financial activities for Dorcas House Trust is shown in the table below: 
(Brackets represent income) 

 

Previous 
Year 

  

Current 
Year 

2021/22 2022/23 

£’000 £’000 

1 Total Income for the Year (11) 

0 Total Expenditure of the Year 0 

1 Deficit/(Surplus) for the Year (11) 

 
      

Previous 
Year 

  

Current 
Year 

2021/22 2022/23 

£’000 £’000 

452 Capital & Unrestricted Funds 464 

452 Total Reserves 464 

 

 
 
The Statement of Accounts for Dorcas House Trust may be obtained by contacting The Council Offices, 

Brympton Way, Yeovil, Somerset, BA20 2HT. 
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Collection Fund Account 
Income and Expenditure Account for the year ended 31 March 2023 

This account reflects the statutory requirement contained in section 89 of the Local Government Finance Act 
1988 (as amended by the Local Government Finance Act 1992) for billing authorities to establish and 
maintain a separate fund for the collection and distribution of amounts due in respect of council tax and 

National Non-Domestic Rates (NNDR). 
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(Brackets represent income or liabilities) 
 

Notes to the Collection Fund 
 
The Collection Fund is a statutory fund set up to deal with the collection and distribution of amounts due in 
respect of council tax and Business Rates.  The Collection Fund is managed and administered by South 

Somerset District Council as the Billing Authority on behalf of the council taxpayers and business ratepayers 
within its area.  All sums raised from council tax and business rates are paid into the fund together with 
relevant Government grants.  Payments out of the fund include contributions to the national Non-Domestic 

Rate pool and precept payments to Somerset County Council, Police and Crime Commissioner for Avon & 
Somerset, Devon & Somerset Fire & Rescue Authority, South Somerset District Council and Town/Parish 
Councils to fund their net service requirements. 

 
1. Income from Council Tax 

 
Council tax income is calculated by estimating the amount of income or precept required from the Collection 

Fund for Somerset County Council, Police and Crime Commissioner for Avon & Somerset, Devon & 
Somerset Fire & Rescue Authority and South Somerset District Council.  
 

The estimate is made by calculating a tax base and dividing the precepts by the tax base to establish the tax 
payable for a Band D property (properties in other bands pay a proportion of the Band D charge).  The first 
step in calculating the tax base is to adjust the total number of properties in each band to the effective number 

of properties by reducing the number to allow for the number of discounts and exemptions.  The effective 
number of dwellings is then converted to the number of Band D equivalents by applying the weighting for 
each band.  The following table illustrates how the tax base has increased from 2022/23. 
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Details of the precepts are shown below: 
 

 
 
The council tax for Band D, calculated by dividing the precepts by the tax base, is shown below: 
 
 

 
 

2. Council Tax Surplus/Deficit on collection fund 
 

An estimate is made each January of the surplus or deficit on the Collection Fund in order for the County, 
Police Authority, Fire & Rescue Authority and the District Council to take into account when setting their 
precept for the following year. 

  

Page 136



81 
 

 
3. Income collectable from business rate payers 

 
The council collects the Business Rates on behalf of the Government.  HM Revenue & Customs assesses 
the Rateable Values and the Government sets the rate in the £ (or multiplier).  Comparative details are shown 
below: 

 

Previous 
Year   

Current Year 

2021/22 2022/23 

  National Non-Domestic Rates (NNDR)   

£120,548,122 Rateable value at 31st March £120,623,415 

  NNDR rate poundage   

51.2p -        National Multiplier 51.2p 

49.9p -        Small Business Multiplier 49.9p 

 

4. Debtors for Local Taxation 
 
The debtors for Local Taxation represent the council’s share only and not for the whole of the collection fund.  

The past due but not impaired amount for local taxation (council tax and non-domestic rates) can be analysed 
by age as follows: 
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Group Accounts 
 

These Group Accounts, which consist of Primary Statements and notes, are provided in addition to the notes 
to the Accounting Statements within the single entity Statement of Accounts. 
 

Notes have been omitted if there are no material differences to the disclosure already made.  
 

The council has three subsidiaries: SSDC Business Solutions Ltd, Elleston Services Ltd and SSDC Opium 
Power Ltd. 

 
SSDC Business Solutions Ltd is a wholly owned subsidiary and the parent company of Elleston Services 
Ltd. SSDC Business Solutions Ltd has not been consolidated in the group accounts and the council are in 

the process of finalising the closure of this parent company. 
 
Elleston Services Ltd 
 

South Somerset District Council wholly owns (100%) Elleston Services Ltd which was established in April 

2019 to deliver Landscape Services. 
 
The board consists of directors appointed by South Somerset District Council.  Elleston Services Ltd has not 

been consolidated into the Group accounts for 2022/23 as the company did not trade and the council are in 
the process of finalising the closure of the company.  
 
SSDC Opium Power Limited 

 
South Somerset District Council has 50% ownership in SSDC Opium Power Limited.  SSDC Opium Power 
Limited is a subsidiary as despite the ownership ratio, South Somerset District Council has the right to 

exercise control with a deciding vote on the Board.  The company was established in 2018.  
 
The Board consists of five directors, J H Dobson; D Owen; P W Ashton; J Divall and R Orrett  

 
SSDC Opium Power Ltd wholly owns two further companies which are Fareham Energy Reserve Limited 
and Fareham Energy Reserve 2 Limited. 
 

Group Accounting Policies 
 
South Somerset District Council’s accounts are prepared under IFRS reporting standards. SSDC Opium 

Power Ltd prepare their accounts under FRS102, which is usual practice and compatible with Local Authority 
Accounts. The accounting policies are therefore the same as those applied to the single entity financial 
statements. 

 
Subsidiaries 

 
A subsidiary is an entity that the council controls through the power to govern their financial and operating 
polices so as to obtain benefits from the entities’ activities. Control is usually presumed where the council 

owns more than half the voting power of an entity however, it may also occur where a council has an over-
riding voting right. 

  
Basis of the Preparation of the Group Financial Statements  
 
The Group accounts have been prepared using the Group accounts requirements of the 2022/23 Code.  
Companies or other reporting entities that are under the ultimate control of the council have been included in 

the council’s Group accounts, to the extent that they are material to the users of the financial statements in 
relation to their ability to see the complete economic activities of the council and its exposure to risk through 
interests in other entities and participation in their activities.  The subsidiaries have been consolidated by:  

 

• adding like items of assets, liabilities, reserves, income and expenses together on a line by line basis 
to those of other group members in the financial statements; and   

• eliminating intra-group balances and transactions in full. Page 138
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Group Comprehensive Income and Expenditure Statement 
(Brackets represent income) 
 
This Statement shows the accounting cost in the year of providing services in accordance with generally 

accepted accounting practices, rather than the amount to be funded from taxation.  Authorities raise taxation 
to cover expenditure in accordance with statutory requirements; this may be different from the accounting 
cost.  The taxation position is shown in both the Expenditure and Funding Analysis and the Movement in 
Reserve Statement. 
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Group Movement in Reserves Statement 
 

Reserves represent the council’s net worth and shows its spending power.  This statement shows the movement in the year on the different reserves held by 
the council, analysed into ‘usable reserves’ (i.e. those that can be applied to fund expenditure or reduce local taxation) and other ‘unusable’ reserves.  The 
Surplus or Deficit on the Provision of Services line shows the true economic cost of providing the council’s services, more details of which are shown in the 
Comprehensive Income and Expenditure Statement.  These are different from the statutory amounts required to be charged to the General Fund Balance for 

council tax setting purposes.  The Net Increase/Decrease before Transfers to Earmarked Reserves line shows the statutory General Fund Balance before any 
discretionary transfers to or from earmarked reserves undertaken by the council. 
 

 
 

P
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Group Balance Sheet (Brackets represent liabilities) 

The Balance Sheet is a ‘snapshot’ of the council’s financial position at a specific point in time, showing what it owns and owes at 
31st March.  The Balance Sheet shows the value as at the Balance Sheet date of the assets and liabilities recognised by the 
council.  The net assets of the council (assets less liabilities) are matched by the reserves held by the council.  Reserves are 
reported in two categories.  The first category of reserves is ‘Usable Reserves’ i.e. those reserves that the council may use to 
provide services, subject to the need to maintain a prudent level of reserves and any statutory limitations on their use (for example 
the Capital Receipts Reserve may only be used to fund capital expenditure or repay debt).  The second category of reserves is 
those that the council is not able to use to provide services.  This category of reserves includes reserves that hold unrealised gains 
and losses (for example revaluation reserve), where amounts would only become available to provide services if the assets are 
sold; and reserves that hold timing differences in the Movement in Reserve Statement line ‘adjustments between accounting bas is 
and funding basis under regulations’. 
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Group Cash Flow Statement (Brackets on this page represent income) 

The Cash Flow Statement shows the changes in cash and cash equivalent 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. Cash flows arising from financing activities are useful in predicting 
claims on future cash flows by providers of capital (i.e. borrowing) to the authority.  
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Notes to the Group Financial Statements 
 

1. Financing and investment income and expenditure 
 

 
 

2. Property, Plant and Equipment 
 

Movement in 2022/23: 
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Comparative movement in 2021/22: 
 

 
 

 
3. Long term debtors 

 
Debtors which fall due after a period of at least one year, consist of:  
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4. Short term debtors 

 

 
 

5. Trade Creditors 
 

Trade Creditors are found on the Balance Sheet of the three companies. 
 
6. Provisions 

 

 
 

7. Cash Flow Statement – Operating activities 

 
The cash flows for operating activities include the following items: 
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8. Cash Flow Statement – Investing activities 

 

 
 
These are the only notes to the accounts which have material differences between the single entity (SSDC) 
and the Group Accounts. 

 

  

Page 146



91 
 

Glossary of Terms 
 
Local Government, in common with many specialized activities, has developed over the years its own unique 
set of terms and phrases. 

 
This glossary helps to identify some of those terms and phrases (more often than not abbreviated in common 
usage to initial letters only) which will be found in this statement. 

 
Accruals 
are one of the main accounting concepts and ensures that income and expenditure are shown in the 
accounting period that they are earned or incurred, not as money is received or paid.  

 
Accumulated Absences Account 
is the account that holds the differences between the amounts debited or credited to the Comprehensive 

Income and Expenditure Statement in accordance with the Code and the amounts debited and credited to 
the General Fund in accordance with the statutory regulations relating to accruals made for the cost of holiday 
entitlements earned by employees but not yet taken before the year end. 

 
Agency Work 
is the provision of services by an authority on behalf of, and reimbursed by, the responsible authority/body. 
 

Amortised Cost 
is a mechanism that sees through the contractual terms of a financial instrument to measure the real cost or 
return to the authority by using the effective interest rate method which incorporates the impact of premiums 

or discounts. 
 
Annual Governance Statement (AGS) 

sets out the arrangements the authority has put in place to manage and mitigate the risks it faces when 
meeting its responsibilities. 
 
Apportionments 

are a mechanism for allocating the cost of support services to front line and other services using appropriate 
bases (e.g. floor space for accommodation related support services to spread the cost fairly). 
 

Appropriation 
is the transfer of an asset (e.g. land, buildings) from one service to another. 
 

Asset 
is something that South Somerset owns that has a monetary value. Assets are either ‘current’ or ‘non- 
current’. 

• Current assets are assets that will be used, or will cease to have material value, by the end of the 
next financial year (e.g. stock and debtors) 

• Non-current assets provide South Somerset benefits for a period of more than one year. 
 

 
Audit of Accounts 
is an examination by an independent expert of an organisation’s financial affairs to check that the 
relevant legal obligations and the codes of practice have been followed. 

 
Available-for-Sale Assets 
are financial assets which are not classed as loans and receivables. These include gilt-edged stocks and 

bonds which are quoted in an active market. They are carried in the balance sheet at fair value. 
 
Available-for-Sale Financial Instruments Reserve 

is a revaluation reserve introduced to manage the fair value process for Available-for-Sale Financial Assets. 
It is permitted to have a negative value provided that the losses posted to it are not impairment losses. 
 
Balances 

is the accumulated surplus of revenue income over expenditure. 
 
Balance Sheet 

is a financial statement summarizing the council’s assets, liabilities and other balances at the end of each 
Page 147



92 
 

accounting period. 

 
Budget  
is a financial statement that expresses an organisation’s service, delivery plans and capital programmes in 

monetary terms. 
 
Capital Adjustment Account 
is a reserve created from the balances on the Capital Financing Account and Fixed Asset Restatement 

Account as at 31 March 2007. This account will continue to record the consumption of historic cost over 
the life of the asset and Revenue Expenditure Funded from Capital under Statute over the period that 
the authority benefits from the expenditure. The account will also record the resources set aside to 

finance capital expenditure. 
 
Capital Charges 

represent the cost to services for the use of non-current assets in the provision of their services; the 
charges reflect depreciation and impairment. 
 
Capital Contributions/Grants 

are monies received from external bodies towards the financing of capital expenditure on a particular service 
or scheme. 
 

Capital Expenditure (Outlay) 
is on the acquisition of a non-current asset that will be used to provide services beyond the current 
accounting period or expenditure that adds value to an existing non-current asset. 

 
Capital Discharged 
is the extent to which capital expenditure has been met over a period by charging instalments to the revenue 
account, including the direct financing of expenditure in the year of acquisition. 

 
 
Capital Financing Charges 

represent, in the main, the cost to the Capital Financing Reserve of repaying loans, excluding interest, or the 
direct cost of acquiring assets, etc., in the year. 
 

Capital Programme 
is a financial summary of the capital schemes that the council intends to carry out over a specified time 
period. 
 

Capital Receipts 
are the proceeds from the sale of capital assets; they are available to repay debt on existing assets and/or 
to finance new capital expenditure within rules set by the Government. 

 
Cash Equivalents 
are short-term highly liquid investments that are readily convertible to known amounts of cash and are subject 

to an insignificant risk of changes in value. 
 
Cash Flow Statement 
summarises the inflows and outflows of cash arising from transactions with third parties for both revenue 

and capital purposes. 
 
Cash Limited Budgets 

are fixed sums of money, including allowances for pay and price increases, allocated to services, and within 
which all spending should be met; this also involves flexibility in the carrying forward of under and over- 
spendings. 
 

Central Government Grants 
comprise three types: 

• Grants paid by central government to aid local authority services in general, as opposed to 
specific grants, which may only be used for a specific purpose. 

• Specific service grants – grants in aid of services in which central government have a more direct 
involvement. 

• Supplementary grants – grants in aid of both capital and revenue 
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CIPFA 

is the Chartered Institute of Public Finance and Accountancy. 
 
Code 

is the Code of Practice of Local Authority Accounting that is generally based upon those accounting 
principles that are incorporated within approved accounting standards, modified to reflect the statutory 
framework in which local authorities operate. The Code states which accounts should be published as part 
of the Statement of Accounts, and the information to be included in each account. 

 
Collection Funds 
These are separate funds recording the expenditure and income relating to council tax and non-domestic 

rates. 
 
Collection Fund Adjustment Account 

The Collection Fund Adjustment Account represents the council’s share of the Collection Fund Surplus or 
Deficit. 
 
 

Community Assets 
are those assets held in perpetuity and which have no determinable useful life and there are often restrictions 
regarding their sale. Examples of South Somerset’s community assets are Ninesprings and land at Ham 

Hill. 
 
Component Accounting 

is when significant components of non-current assets are depreciated separately over their useful life. 
 
Comprehensive Income and Expenditure Statement (CIES) 
consolidates all the gains and losses experienced by an authority during the financial year. 

 
Consistency 
is one of the fundamental accounting concepts. It requires accountants to treat similar items of income and 

expenditure the same way - both within an accounting period and from one accounting period to the next. 
 
Corporate and Democratic Core 

comprises all activities which local authorities engage in specifically because they are elected, multi-purpose 
authorities. The cost of these activities are thus over and above those which would be incurred by a series 
of independent, single purpose, nominated bodies managing the same services. There is therefore no 
logical basis for apportioning these costs to services. 

 
Creditors 
are amounts of money the council owes to others for goods and services that they have supplied in the 

accounting period but not paid for. 
 
Debtors 

are amounts of money others owe to the council for goods and services that they have received but have not 
paid for by the end of the accounting period. 
 
Depreciation 

is a charge made to the revenue account each year that reflects the reduction in the value of land, property, 
plant, ICT equipment and machinery used to deliver services. 
 

Derecognition 
is the term used for the removal of a financial instrument from the balance sheet. This will normally occur when 
the contractual rights to the cash flows arising from the instrument expire or are transferred. 
 

Earmarked Revenue Reserves 
are amounts set aside from revenue to meet particular spending needs, including funding capital projects. 
 

Easement 
is a charge made for access rights over land owned by the council. 
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Effective Interest Rate 

is the rate of interest that will discount all the cash flows that will take place throughout the expected life 
of a financial instrument down to the fair value of the instrument calculated at initial measurement. 
 

Emoluments 
are the cash payments or payments in kind an employee is entitled to. Pension contributions are not an 
emolument. 
 

Employment Costs 
are the salaries and wages etc., of staff including expenditure on training and the costs of redundancy. 
 

Eurobonds 
are debt contracts which records the borrowers’ obligation to pay interest at a given rate and the principal 
amount of the bond specific dates. 

 
Fair Value (Financial Instruments) 
is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing 
parties in an arm’s-length transaction. If available, this will be a published price quotation in an active market; 

otherwise, alternative valuation techniques will be employed. 
 
Fair Value (Tangible Assets) 

is the price at which an asset could be exchanged in an arm’s-length transaction less, where applicable, 
any grants receivable towards the purchase of use of that asset. 
 

Fair Value through Profit and Loss (FVPL) 
is an accounting method for financial assets, all gains and losses including changes in fair value are taken to 
the Comprehensive Income and Expenditure Statement.  Assets are “marked to market” and shown at fair 
value on the balance sheet, but the impairment model does not apply. 

 
Fees and Charges 
are the income raised by charging for the use of facilities or services. 

 
Finance Leases 
are those leases which transfer substantially the benefits and risks of ownership of the asset that is 

being leased to the party who is leasing the asset. 
 
Financial Instruments 
are any contracts that give rise to a financial asset of one entity and a financial liability or equity instrument 

of another. In practice these include bank deposits, loans, investments, borrowings and other receivables 
or payables. 
 

Financial Instruments Adjustment Account 
is the account which holds the differences between the amounts credited to the Comprehensive Income and 
Expenditure Statement in accordance with the Code and the interest income required to be credited to the 

General Fund in accordance with statutory regulations relating to amortization on the discount of the early 
redemption of PWLB loans. 
 
 

Financing Transactions 
relate, in the main, to interest payments and receipts associated with the management during the year of 
the council’s cash flow and reserves. 

 
General Fund Balance 
compares the council’s spending against the council tax that it raised for the year, taking into account the 
use of reserves built up in the past and contributions to reserves earmarked for future expenditure. 

 
Gilt 
is a bond issued by the government which offers the investor a fixed interest rate for a predetermined set 

time. 
 

Housing Benefits 

is the national system for giving financial assistance to individuals towards certain housing costs. The 
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council administers the scheme for South Somerset residents. The Government subsidizes the cost of the 

service. 
 
Impairment 

is the reduction in the value of a non-current asset as shown in the balance sheet to reflect its true value. 
 
Income 
is the amount which the council receives, or expects to receive, from any source; service committee revenue 

income includes grants, sales, rents and fees and charges. 
 
Infrastructure 

are those assets which do not have a realizable value and include roads and footpaths. 
 
Intangible Assets 

are assets that do not have physical substance but are controlled by the council as a result of a past 
event. 
 
Internal Service Recharge 

Is a recharge from a department that provides professional and administrative support to other internal 
services. 
 

IFRS 
is an International Financial Reporting Standard advising the accounting treatment and disclosure 
requirements of transactions so that an authority’s accounts ‘present fairly’ the financial position of the 

authority. 
 
Investment 
is the lending of surplus money to another party in exchange for interest. 

 
Liability 
must be included in the financial statements when the council owes money to others. There are different 

types of liability: - 

• A current liability is a sum of money that will or might be payable during the next accounting 
period. e.g. creditors or cash overdrawn. 

• A deferred liability is a sum of money that will not be payable until some point after the next 
accounting period or is paid off over a number of accounting periods. 

 
Liquid Resources 

are current assets which are readily convertible into cash at, or close to its carrying amount. 
 
Loans and Receivables 

are financial instruments that have fixed or determinable payments and are not quoted in an active market. 
 
Long-term Investments 
are those which are intended to be held on a continuous basis for the activities of the authority. 

 
Materiality 
is one of the main accounting concepts. It ensures that the statement of accounts includes all the transactions 

that, if omitted, would lead to a significant distortion of the financial position at the end of the accounting 
period. 
 

Minimum Revenue Provision 
is the sum required to be met from revenue under current capital controls to provide for the repayment 
of outstanding borrowings; additional sums may be voluntarily set aside. 
 

Money Market Funds 

are short term deposits that are deposited into a mutual fund that buys securities. 
 
Movement in Reserves Statement (MIRS)  

shows the movement in the year on the different reserves held by the council, analysed into ‘usable 
reserves’ and ‘unusable reserves’. 
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National Non-Domestic Rate (NNDR) Income (also known as Business Rates) 
Business Rates are collected locally, some of which is retained, and some is paid to Somerset County 
Council, Devon & Somerset Fire and Rescue, Central Government and Mendip District Council as lead 

authority of the Somerset Pool 
 
Net Book Value 
is the Balance Sheet amount of non-current assets and represents their historical cost or current replacement 

value less cumulative depreciation provisions. 
 
Net Current Replacement Cost 

is the cost of replacing an asset in its existing condition and use. 
 
 

Net Realizable Value 
is the open market value of an asset in its existing use net of the potential expenses of sale. 
 
New Homes Bonus 

is a grant paid by central government to local councils for increasing the number of homes and their use. The 
New Homes Bonus is paid each year for four years. It is based on the amount of extra council tax revenue 
raised for new build homes, conversions and long-term empty homes brought back into us. There is also 

an extra payment for providing affordable homes. 
 
Non-Current Asset 

is an item of worth which is measurable in monetary terms and provides benefit for more than the period of 
account – see also Capital Expenditure. 
 
Non-Current Asset Held for Sale 

is a non-current asset that becomes available for sale and it is probable that the carrying amount of that 
asset will be recovered through a sale transaction rather than though its continuing use. 
 

Non-operational Assets 
are those assets which are not directly used in the provision of services and mainly comprise those 
assets which are surplus to requirements and held pending disposal. 

 
Operational Assets 
are those assets e.g. land and buildings, used in the direct provision of services. 
 

Operating Leases 
are all leases which are not finance leases. 
 

Other Operating Costs 
includes expenditure on buildings, fuel, light, rent, rates, and purchase of furniture and equipment. 
 

Pooled Fund Adjustment Account 
is the adjustment account introduced to manage the fair value process for Pooled Fund Financial Assets.  It 
is permitted to have a negative value provided that the losses posted to it are not impairment losses.  
 

Precept 
is the means by which Somerset County Council; Avon and Somerset Police Authority; Devon and 
Somerset Fire and Rescue Authority and the parishes obtain their revenue income from the District Council’s 

Collection Funds. 
 
Provisions 
are amounts set aside to meet costs which are likely or certain to be incurred, but are uncertain in value or 

timing. 
 

PWLB 
is the Publ ic Works Loan Board, a  Government agency which lends money to the public sector. 
 

Prudence 

is one of the main accounting concepts. It ensures the council only includes income in its accounts if it is 
sure it will receive the money. 
 Page 152



97 
 

Rateable Value 

is the annual assumed rental value of a property that is used for business purposes. 
 
Related Parties 

are when at any time during the financial period: - 

• One party has direct or indirect control of the other party 

• The parties are subject to common control from the same source 

• One party has influence over the financial and operational policies of the other party to an extent 
that the other party might be inhibited from pursuing its own interests 

• The parties, in entering a transaction, are subject to influence from the same source to such an 
extent that one of the parties to the transaction has subordinated its own interests. 

 
Related Party Transaction 
is the transfer of assets or liabilities, or the performance of services by, to or for a related party irrespective of 
whether or not a charge is made. 

 
Remuneration 
includes taxable salary payments to employees, together with non-taxable payments on termination of 

employment (including redundancy, pension enhancement payments, and pay in lieu of notice), taxable 
expense allowances and any other taxable benefits. 
 

Reserves 
result from the accumulation of surpluses, deficits and appropriations over past years. Reserves of a 
revenue nature are available and can be spent or earmarked at the council’s discretion. 
 

Residual Value 
is the value of an asset at the end of its useful life. 
 

Revaluation Reserve 
is a reserve which records the unrealised revaluation gains arising since 1 April 2007 from holding non- 
current assets. 

 
Revenue Expenditure 
is the day to day spending on salaries, maintenance of assets, purchase of stationery etc. after deducting 
income such as fees and charges. 

 
Revenue Expenditure Funded Capital under Statute 
are capital grants made by the council to another organization or person. This counts as capital expenditure 

but it does not create an asset that belongs to the council. The expenditure is charged to the balance sheet, 
but it is then reversed out through the Capital Adjustment Account to the revenue account. 
 

Revenue Support Grant 
is a general grant paid by the Government to local authorities as a contribution towards the cost of their 

services. 
 
Slippage 

is the term used mainly to describe capital payments occurring in later financial years than originally 
planned. 
 
Usable Reserves 

are reserves that can be applied to fund expenditure or reduce local taxation. 
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Contact Details for Further Information 
 

For more information, please contact us at: 

 

The Council Offices  

Brympton Way  

Yeovil 

Somerset 

BA20 2HT 

 
Telephone: 0300 123 2224 

 

Website: www.somerset.gov.uk 
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