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Introduction to the 2019/20 Group Statement of Accounts

Welcome to the consolidated group accounts for Cheshire

East Council, and its operating subsidiaries RN
The 2019/20 financial year has seen considerable operational Cheshire East).
achievement and success as well as going through significant Council?

change and facing emerging challenges and risks. The year

started with changes to the leadership of the Council following

the May 2019 elections, the year also saw the Council taking A rh

part in a Corporate Peer Challenge, complete a review of the S

wholly owned companies and saw the appointment of a new Fy » The
EHESHIRE

Chief Executive. At the end of a challenging financial year the Skills & Growth
response to the COVID-19 pandemic saw the Council RIRRATY

Tronsport

implement emergency planning and business continuity plans Joricns Lid

on an unprecedented scale. The full impact of the pandemic, -
which started to impact in March 2020, is unknown, and these @C.ANCE ’P@'
accounts simply reflect the financial impact up to 31%' March -

2020. However, it is important to recognise that the Council is
expecting further significant challenges in the year ahead as it
deals with the scale of the crisis.

The Council matched resources to expenditure without drawing down general reserves which
closed at an unchanged level of £10.3m. However, there was overspending on services compared
to the budget, which required the reallocation and use of earmarked reserves and the use of
capital receipts which may otherwise have been retained for other purposes. Overspending
occurred from the combined effects of rising inflation, increased demand for services,
unachievable savings targets and continuing reductions in Government funding.

During the year a review of the wholly owned companies was started to assess whether the
commissioning and structural arrangements under which they operated presented the best
opportunities to continuously add value in the market they were operating. Following these
reviews decisions were made to bring three of the companies back in house; these included
Engine of the North, Civicance and the Skills & Growth Company.

The 2019/20 accounts show gross expenditure of £746.0m. Usable revenue reserves decreased
overall by £5.7m. The Group’s capital expenditure was £124.0m, which included spend on key
schemes such as the Congleton Link Road (£23m), Schools Improvement Programme (£11m),
ICT Programme (£6m), Organic Waste Treatment Plant (£10m) and Strategic Acquisitions
(£20m).
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The strength and creative design of the Group’s delivery arrangements is reflected in the
Group’s excellent operational achievements that benefit residents, businesses and visitors.
These include:

Schools — 2019 results again showed positive trends
and further successes across all key stages, including
a very high overall GCSE pass rate of 98%.

Highways — Work on Congleton Link Road - the
Council’s largest ever capital project - achieved
several key milestones, and construction began.

Adult Social Care — The service was nominated for
an MJ Award in the Category ‘Transforming Lives’,
and selected as a National pilot site for strengths
based practice framework.

Waste — We started collecting food waste alongside
garden waste in January 2020.

National awards - Ten of Cheshire East’s parks and
green spaces were awarded ‘Green Flag’ awards,
with Tatton Park and Queens Park also retaining
additional ‘Green Heritage’ accreditation.

The Coronavirus pandemic has had a profound impact on all aspects of life in Cheshire East.
Through 2020/21 the Council will adopt a pro-active evidence-led approach to ensure that it
responds to the emerging needs of residents and businesses. It is clear that the Council will be
required to reset its financial strategy in recognition of the impact of the pandemic in addition to
already identified financial challenges within the Medium Term Financial Strategy (MTFS)
published in February 2020. Future financial planning will also recognise the Council’s strategic
objectives under the new administration.

It is important to note that the deadlines for the preparation of the Accounts have been changed
for 2019/20. Having considered the impact of the COVID-19 pandemic and in consultation with
key stakeholders, the Ministry of Housing, Communities and Local Government (MHCLG)
introduced the Accounts and Audit (Coronavirus) (Amendment) Regulations 2020 which have
amended the Accounts and Audit Regulations 2015.

The draft Accounts must now be submitted for audit by 31 August 2020 rather than 31%' May
2020 and the timeline for the conclusion of the audit is now 30™ November 2020 rather than 31
July 2020.

These statements will help the reader understand the Group’s finances and allow them to be
compared with other local authorities. This report should give electors, local residents, Members,
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partners, other stakeholders and interested parties confidence that public money received and
spent by the Council is properly accounted for and that its financial standing is secure and resilient

for the future.

The narrative report covers:

» General information on the Group, the Council and a financial overview;

* Information on where expenditure was incurred and sources of income in 2019/20;
+ Commentary on the financial statements; and

» Future opportunities and challenges for the Group and the Council.

Alex Tl/lompsom,

Alex Thompson CPFA
Director of Finance and Customer Services
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Narrative Report

An introduction to Cheshire East, the place

Cheshire East Council is an all-purpose ‘unitary’ local authority providing key public services to
over 380,000 local residents in Northwest England. The borders include the towns of Macclesfield,
Congleton and Crewe. The area lies within the historic County of Cheshire between the urban
areas of Manchester to the North and Stoke-on-Trent to the South.

Cheshire East covers a largely rural area of approximately 117,000 hectares, this makes the
Council one of the largest local authorities in England; maintaining the area as a green and
sustainable place was one of the Council’s planned outcomes for 2019/20.

The Council operates a commissioning model which matches the most appropriate provider in
terms of quality and cost to meet the needs of residents. The Group now consists of the Council
and its wholly owned companies and associate. The accounts for all these organisations, where
significant, are combined with the Council’'s accounts to produce the Cheshire East Group
accounts.

The Group is focused on achieving outcomes, in line with the Corporate Plan 2017 to 2020, by
providing quality local services, within a commercially focused ethos that maximises value for
money for local taxpayers.

Cheshire East Council is a multifunctional and complex organisation; its policies are developed by
elected Councillors and implemented by professional officers.

During 2019/20 one company, partially owned by the Council (Cheshire and Warrington Local
Enterprise Partnership Limited) also provided services to residents of Cheshire West and Chester
and Warrington and are jointly owned with those Councils.

The most significant services provided by the Group are:

e Social Care e Education e Planning
e Highways e Waste Management e Economic Regeneration

Cheshire East, the people

Population: Office for National Statistics Mid-Year Estimates for 2018 shows an estimated
population of 380,800. Cheshire East has a relatively older population than average, with 29% of
the population aged 60+. This figure is much higher than the national average of 23.6% and is
reflected in the Council’s targeted outcome to support people to live well and for longer.

Economy: Having a strong local economy is key to the Council’s ambition to build economic
growth; as is developing life skills to help people thrive and reach their potential. Economic data
tells us:

e Cheshire East’s current unemployment rate is significantly below the regional and national
averages. The latest estimate, averaged over the twelve-month period January to
December 2019, puts Cheshire East’s unemployment total at 9,600. This equates to 4.8%
of the economically active (employed or unemployed) population aged 16 and above. The
unemployment rates for Cheshire East and all across Great Britain are likely to rise
substantially in 2020, following the impact of the COVID-19 virus on economic activity.
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8,870 of Cheshire East’s residents were claiming out-of-work benefits as of April 2020 (up
from 4,655 in the previous month and 4,125 in April of 2019 which reflects the impact of
COVID-19 thus far). This equates to 3.9% of the Borough’s working-age (16-64 year-old)
population (up from 2.1% in March 2020); this is significantly lower than those for Cheshire
West & Chester, the North West and the UK (4.9%, 6.2% and 5.1% respectively). For the
Borough’s 18-24 year-olds, the claimant rate is 6.3% (up from 3.4% in March 2020). This is
higher than for other age groups (0.1% for 16-17 year-olds, 4.5% for 25-49s and just under
3% for those aged 50 to 64), but is below the current rates for Cheshire West & Chester
(7.0%), the North West (8.2%) and the UK (6.6%).

Average household income is also high compared to the region and UK. Gross disposable
household income (GDHI) per head of population was £22,700 in 2017, 16.5% higher than
in the UK as a whole (£19,500) and even further above the North West average (£16,900).
However, income levels vary widely within the Borough. In the financial year ending 2018,
average (mean) gross annual household income in the Borough varied from an average of
£32,700 in Cheshire East (an area of in the north of Crewe) to £60,000 in parts of
Macclesfield.

Government changes to support business rate retention and localise Council Tax support
schemes in the past have directly affected the financial health of the Group. High performance in
the local economy can increase commercial development and reduce unemployment which would
combine to improve the financial sustainability of the group. However this strategy does not
secure sustainability unless Government support provides elements of certainty, which is also
combined with the Council demonstrating a strong ability to transform services to adapt to local

needs.

The Political Structure of the Council

As a politically led organisation Cheshire East has 82 elected members selected from 52 wards.
The electorate in Cheshire East is one of the largest in the UK with almost 300,000 registered
voters. Council Elections take place every four years.

During 2019/20 the political membership of the Council was as follows:

2019/20
Conservative 32
Labour 24
Independent Group 17
Liberal Democrat 4
Real Independents 2
Non-Grouped Independent 2
Vacancy 1

Working for a together 8
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The Council currently operates a Leader and Cabinet model as its political management structure
arising from the Local Government and Public Involvement in Health Act 2007. The requirements
of the Act are such that the Leader of the Council has responsibility for the appointment of
Members of the Cabinet, the allocation of portfolios and the delegation of executive functions.

Councillor Sam Corcoran was the Leader of the Council during 2019/20 and headed a Cabinet
which consists of a Deputy Leader, Councillor Craig Browne, and eight portfolio holders. The
Council also has an annually appointed Mayor for civic functions; the Mayor during 2019/20 was
Councillor Barry Burkhill.

Details of Member Expenses for 2019/20 are available on the Cheshire East website.

The Cheshire East Council Group Structure

Cheshire East Borough Council is by far the largest service provider of the Group. It is important to
recognise that the Council is a Local Authority whereas the other members of the Group are
limited companies which are either wholly or partially owned by the Council. The Council must
produce a balanced annual budget and aims to spend within that total. The private companies on
the other hand are able to focus on providing a profit.

Cheshire East Residents First Limited (CERF) is the largest shareholder for Ansa Environmental
Services Limited, Transport Service Solutions Limited, Engine of the North Limited, Orbitas
Bereavement Services Limited, Civicance Limited and The Skills and Growth Company. CERF
owns an 80% shareholding in these companies with the remaining 20% being retained by
Cheshire East Council. CERF is wholly owned by Cheshire East Council and acts as a holding
company for the council owned companies. Engine of the North Limited and The Skills and Growth
Company ceased trading on the 31% July 2019 and its employees and activities transferred back
into Cheshire East Council. Similarly, Civicance Limited ceased trading on the 31%' March 2020
and transferred back to Cheshire East Council.

The Group Management Structure (2019/20)

The 2019/20 management structure is based on three directorates for People, Place and
Corporate. Where services are not provided by directly employed staff the Council will adopt a
commissioning approach to ensure compliance and value for money. Although the Council owns
the companies within the Group either wholly or in part, each company is a single entity with its
own governance arrangements which then reports in to the Council’s governance arrangements.

Supporting the work of elected Members is the organisational structure of the Council headed by
the Executive Leadership Team (ELT). This is made up of the Council’s Chief Executive and
Executive Directors. The Corporate Leadership Team (CLT) includes the key Statutory Officers to
ensure they are represented at the most senior level of the Council.
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Cheshire East Council
(Gross Revenue Spend
£646m; Capital Spend
£124m)

Wholly Owned

Subsidiaries:
2019/20 position

First (CERF)

Role

Chief Executive
(Head of Paid Service)

Name ‘
Kath O’Dwyer (to 8" March
2020)

Lorraine O’Donnell (from 30"
March 2020)

Other Members of the Corporate
Leadership Team
Executive Directors:

e People

¢ Place
(and Deputy Chief Executive)
e Corporate

Mark Palethorpe

Frank Jordan (Acting Chief
Executive from 9" March 2020 to
29" March 2020)

Mark Taylor (Interim to 21" June
2019)

Jane Burns (from 23™
September 2019)

Statutory Officer members of the
Corporate Leadership Team

¢ Monitoring Officer

e Chief Financial Officer

Cheshire East Residents Chairman

Catherine Parkinson (Interim to
31° August 2019)

Jan Bakewell (from 2"
September 2019)

Alex Thompson (Acting 1% April
2019 to 17" July 2019,
Permanent from 18" July 2019)

Clir David Brown (up to 26"
June 2019)

Officer Paul Bayley

Ansa Environment
Services Limited
(Turnover £38m)

Chairman

Managing Director

Clir Geoff Baggott

Kevin Melling

Transport Service
Solutions Limited
(Turnover £15m)

Chairman

Managing Director

CliIr Gail Wait (up to 30" June
2019)

Clir Laura Crane (1% July 2019
to 22" January 2020)

Clir Jonathan Parry (from 23"
January 2020)

Kevin Melling

Engine of the North
Limited

(Ceased trading 31" July
2019)

Managing Director

Mark Thompson (up to 10" July
2019)

Orbitas Bereavement
Services Limited
(Turnover £2m)

Chairman

Managing Director

Clir David Marren

Kevin Melling

Working for a

together
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Company Role Name
Civicance Limited Managing Director lan Bunn
(Ceased trading 31%
March 2020)
The Skills and Growth Managing Director Julian Cobley
Company
(Ceased trading 31° July
2019)
Tatton Park Enterprise Chairman Clir Kathryn Flavell
Limited'
(Turnover £1m) Director Graham Jones
Cheshire & Warrington Chairman Christine Gaskell, MBE, DL
Local Enterprise
Partnership Limited' Chief Executive Philip Cox

Note 1: Accounts for TPE & C&WLEP are not consolidated in 2019/20 on the grounds of materiality.

The subsidiary companies are led by management boards. These consist of a Managing Director,
a Chairman and Directors. The Chairman and two directors are appointed from the elected
representatives of the Council.

For a more complete list of appointments and further details on each organisation within the
Cheshire East Group please refer to the following websites:

Cheshire East Borough Council www.cheshireeast.gov.uk
Ansa Environmental Services Limited www.ansa.co.uk
Cheshire and Warrington Enterprise Partnership Limited www.871candwep.co.uk

Accounts for Tatton Park Enterprise Limited will be published on the Tatton Park website:
www.tattonpark.org.uk

Everybody Sport and Leisure Trust (ESAR) was established in 2014/15 through a formation of a
trust that took over the leisure service functions previously provided by the Council. ESAR, with its
trust status, is not a subsidiary of the Council and has been excluded from the Group. For more
information please refer to the following website: www.everybody.org.uk.

Accounts for each of the private companies within the Cheshire East Group will also be provided
to Companies House as required.
(website: https://www.gov.uk/government/organisations/companies-house)

The Group has appropriate governance and control arrangements in place to support the proper
management of resources. Each year the Council provides an Annual Governance Statement that
highlights how effective the processes and controls are during the year. The Audit and
Governance Committee receive the Statement and consider any actions put in place in response
to any issues being highlighted. It is important to read this Statement, which can be found on the
Council’'s website alongside the Group Statement of Accounts to appreciate the proportionate
level of control being exercised over the resources of the Group.
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Group Employees

The Group employs a total of 4,101 people (excluding school based employees).

No.* %
Cheshire East Council 3,565 86.9
Ansa Environmental Services Limited (ANSA) 383 9.3
Transport Service Solutions Limited (TSS) 63 1.5
Civicance Limited 38 1.0
Orbitas, Bereavement Services Limited 34 0.8
The Skills and Growth Company (SAGC) (to 31 July 2019) 18 0.5
Total 4,101 100.0

*No. represents an average workforce for the year

Engine of the North (EOTN) does not directly employ staff; its human resources including
management are provided by Cheshire East Borough Council and by commissioning the services
of development surveyors and other professionals from the external market.

Staff from The Skills and Growth Company and Civicance Ltd became the employees of Cheshire
East Council from 1% August 2019 and 1% April 2020 respectively.

The Corporate Plan

The Corporate Plan 2017-2020 sets out five clear residents focused outcomes, underpinned by a
sixth outcome based on delivering a responsible and efficient way of working.

P’ Outcome Outcome

p

Cheshire East has a
strong & resilient
economy

Outcome

Outcome 3
5 People have the life
People live well skills and education
and for longer

The corporate plan was approved by Council in February 2017. Measurable achievements within
each outcome are reported to members and published on a quarterly basis. Quarterly reports
were provided to Cabinet and can be found on the Council’'s website: www.cheshireeast.gov.uk.

Financial Overview

In common with the rest of Local Government, the Council has seen a steady reduction in its core
funding from Central Government, however compared to most other English authorities, Cheshire
East is less reliant on Government revenue grant as local businesses and residents provide a high
proportion of the overall funding.

Working for a together 12
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Chart A: Most of the Council’s funding comes from local tax payers
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Most of the Council’s £282m Net Budget is allocated to Social Care

The Council invests in a wide range of service providers. Most of the money is spent on achieving
social care and community outcomes. The difficult decisions to prioritise and allocate resources to
commissioned services mainly rests with elected Members.

The significant majority of education funding is passed directly to maintained schools and payment
of welfare benefits, although administered by the Council, are claimed back from the Government
in full — these costs are not therefore included in the ‘Net Budget’. At present public health
expenditure is also ring-fenced for spending on public health services.
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peSS

999753

Cheshi E/ﬁ
Draft Statement of Accounts 2019/20 S a2

Chart B: Services for Children and Adults make up 60% of the Council’s expenditure

Capital Financing £12m

Highways & Infrastructure £13m

Growth & Enterprise £20m

Corporate £32m

Environment & Neighbourhood Services £40m

Children's Services £64m

Adult Social Care & Communities £113m

0% 15% 30% 45%

Revenue Outturn position

The financial outturn for Cheshire East Council is balanced for 2019/20, in that gross income is
matched to gross expenditure with the appropriate use of earmarked reserves and capital
receipts. 2019/20 presented a challenging year for the Council, in common with other local
authorities across the UK, as revenue budgets came under severe pressure due to the combined
effects of rising inflation, increased demand for services and continuing reductions in Government
funding as well as facing rising costs associated with the response to the COVID-19 pandemic.

The COVID-19 emergency started to impact on the Council’s finances in March 2020, resulting in
an increase in costs of £1m. Central Government has provided emergency grant funding; the first
instalment being paid on 27™ March. This has therefore been used to fund the impact in 2019/20
so that the identified expenditure has not affected the Council’s outturn or reserves position,
although for transparency it is shown under the relevant Directorates.

At the third quarter, reported to Cabinet on 4" February 2020, the Council was forecasting a
potential overspend of up to £6.8m compared to the 2019/20 Budget. Mitigating actions were
proposed to minimise the impact of this forecast. The final position involved the re-alignment of
and appropriate use of earmarked reserves totalling £5.8m to balance the outturn position.

The overall financial outturn includes:

e A net nil variance to the level of general reserves of Cheshire East Council. This is in line with
the forecast published at the Third Quarter, which informed the budget setting for 2020/21;

e A net profit of £0.477m from the wholly owned subsidiary companies of the Cheshire East
Group. This shows a consolidated strong performance from the Council’s wholly owned

Working for a together 14
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companies, with most companies recording profits and increasing the strength of their
respective balance sheets.

Overall revenue reserves of the Group have decreased from £62.6m to £56.9m. This is made up
primarily from:

e General reserves for Cheshire East Council of £10.3m, which remain at the same position as
reported at 31% March 2019.

e Earmarked reserves for Cheshire East Council of £40.9m.
e Schools reserves and balances of £4.6m.

In 2019/20 the Council opted to utilise flexibility in the use of Capital Receipts to support the
revenue position. These included redundancy payments across the three directorates, a range of
transformation projects within Children & Families and costs associated with the Best4Business
project.

The Council will be audited by Mazars LLP and each of the wholly owned subsidiaries of the
Group will be separately audited by Grant Thornton UK LLP. Any findings will be reported to the
relevant board or the Audit and Governance committee and reported on the website of each part
of the Group.

The Council produces an Outturn Report for the year that reflects the Council’s financial and non-
financial performance. Reported to Cabinet on 9" June 2020 this can be found on the Council’s
website: www.cheshireeast.gov.uk.

Summary details of the relative management accounts for each entity within the Group are as
follows:

15 Working for a together
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Cheshire East Council reported a balanced final outturn position with an additional
drawdown of £5.8m earmarked reserves

2019/20 Revised Forecast Over /
Outturn Review Budget Outturn (Underspend)

(GROSS Revenue Budget £646.3m) (NET) Position

£m £m £m

Service Directorates

People 170.4 177.2 6.8
Place 73.1 731 0
Corporate 30.4 32.0 1.6

Total Services Net Budget 273.9 282.3 8.4

Central Budgets

Capital Financing 12.0 12.0 0
Transfer to / (from) Earmarked Reserves (2.9) (8.7) (5.8)
Corporate Contributions / Central Budgets (0.8) (2.2) (1.4)
Total Central Budgets 8.3 1.1 (7.2)
Total Net Budget 282.2 283.4 1.2
Business Rates Retention Scheme (48.0) (48.0) 0
Specific Grants (15.9) 17.1) (1.2)
Council Tax (216.2) (216.2) 0
Sourced from Collection Fund (2.1) (2.1) 0
Funding (282.2) (283.4) (1.2)

Net Position 0.0 0.0

The wholly owned subsidiaries reported an overall profit.

Turnover Operating Interest Payable Net Profit

Company Profit/(Loss) & Taxation /(Loss)
£000 £000 £000 £000

ANSA 38,150 37,903 247 68 179
TSS 14,869 14,618 251 27 224
SAGC 669 653 16 0 16
Orbitas 1,869 1,820 49 19 30
Civicance 1,646 1,617 29 1 28
EOTN 1,205 1,205 0 0 0
Total 58,408 57,816 592 115 477
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Performance Overview

The Council’s outcomes, as described in the Corporate Plan, are achieved through a combination
of commissioners and providers meeting and exceeding performance ambition. Some of the key
issues that have affected the level of service expenditure and performance against outcomes

during the year are summarised below.

People Directorate

Notable successes this year include:

Our new three-year Children and Young
People’s Plan, launched in June 2019, was
produced together with young people. The
plan sets out the overarching outcomes that
we want to achieve for all children and young
people in Cheshire East.

An All Age Mental Health Partnership
Board has been established in Cheshire
East to promote mental health and
wellbeing and encourage improved
partnership working.

Adult Social Care was selected as a National
pilot site for the strengths based practice
framework with Manchester Metropolitan
University, as well as being nominated for an
MJ Award in the Category ‘“Transforming
Lives’.

2019 school results again show positive
trends and further successes across all key
stages. Cheshire East is one of the strongest
performing authorities across the North West
region for performance in the early years
phase for 'Good Level of Development'. We
have a very high overall GCSE pass rate of
98%.

ONE YOU

‘One You Cheshire East’ is a free health
and lifestyle service which enables local
residents who require support to eat well,
drink less, move more, lose weight and
become smoke free through dedicated
classes. The programme is achieving
strong performance in terms of participant
outcomes with regards to weight
management, physical activity, and falls
prevention.

Over the last 4 years, the Council has
increased funding for cared for children by
over £7m to meet demand and ensure our
cared for children and care leavers
achieve the best possible outcomes.

17
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The People Directorate net expenditure outturn of £177.2m is £6.8m higher than budget.

The Adult Social Care (Operations and Commissioning) and Public Health budgets remains
under continued pressure across the country. The pressure here in Cheshire East comes from a
combination of factors, which have been building over a number of years, and relate to meeting
the needs of our most vulnerable residents and this has been recognised in the 2019/20 budget
where growth has been allocated. Adult Social Care Commissioning have responded to this
challenge by commissioning the care at home and care with accommodation market to ensure
there is a better offer to service users and more certainly for providers. In addition to this the Adult
Social Care Commissioners have also introduced an Early Help Framework to support better
outcomes in the Voluntary, Community and Faith sectors. Additional costs at the end of the year
linked to the COVID-19 Pandemic have created additional pressure for the Adults service budget.

The final outturn position is £2.95m overspent in 2019/20, the main large variances contributing to
this pressure are:-

£1.93m of Care4CE overspend due to the unachievable savings targets, these have been
removed in the MTFS so will not be a pressure in 2020/21.

£0.6m of costs that are shown in the service position in line with reporting requirements, these are
funded centrally (£0.4m of Personal Protection Equipment due to COVID-19 and £0.2m of C.Co
(CIPFA consultancy) costs linked to the Care4CE review).

£0.6m contribution to the bad debt provision which reflects some debt tipping over into the 6
months old+ category. Most of this change relates to client contribution debt (non-deferred). Debt
levels are reviewed quarterly and the provision is adjusted to reflect fluctuations in numbers of
new invoices raised and debts settled or written off. As the value of care costs have increased due
to demand and complexity, client contributions and corresponding debt also increases. The
temporary funding used in 2019/20 includes £1.45m of Winter Pressures and £7m of Improved
Better Care Fund (iBCF).

The overspend for Children and Families for 2019/20 is £3.8m. The main driver for this figure is
the pressure on the agency placements budget within Children’s Social Care.

The number of cared for children stood at 533 at 31 March 2020 reflecting an increase of 49
during the financial year. That is broken down into 182 admissions and 133 children leaving care.
While care budgets were uplifted for 2019/20, this increase in numbers continues to place a strain
on existing budgets of £3.7m.

Other key pressures include:

Transport (£0.4m pressure) — this is provided through the Council owned company Transport
Service Solutions Ltd (TSS). The Children and Families service and TSS staff have been working
for several years to make significant savings to the management fee. This is continuing to prove a
challenge as options are limited without impacting on service delivery.

Special Educational Needs and Disability (SEND) staffing (£0.7m pressure) where the service is
using agency staff to fill permanent roles and catch up on Education Health and Care Plans
(EHCP) production.

The SEND service has seen a significant rise in activity levels and there is a pressure on the grant
used to provide funding for children with SEND in various settings. This has led to a £4.2m
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overspend against the Council’'s Dedicated Schools Grant. The Council has a Dedicated Schools
Grant (DSG) Reserve balance of £1.6m at April 2019. Throughout the year the pressure on that
budget of £4.2m has taken that to a £2.6m credit reserve

Place Directorate

Notable successes this year include:

99% of Major Planning Applications
were determined within timescales
marking a significant improvement
from last year, and 92% of ‘Non-Major’
applications were determined within
timescales, strengthening the position
from last year. Our Planning Appeals
success rate stood at 76%,
maintaining a good decision record
which is better than the national
average.

Work on Congleton Link Road — the Council’s
largest ever capital project — achieved several
key milestones. Contractor procurement was
completed, the contract awarded, land
acquisition completed, and construction
began.

We developed a draft economic strategy for
the borough in conjunction with partners of the
Place Board which has been through a public
consultation period and is scheduled for
adoption in 2020.

Cheshire East Libraries retained their
position as Number 1 unitary authority
for library issues per 1,000 population
in the 2019 CIPFA Public Library
Statistics and made it into top 5 for all
UK authorities.

We started collecting food waste alongside
garden waste in January 2020, to turn it into
compost. This will help us in making Cheshire
East a green and sustainable place to live and
help meet new national recycling targets.

The Place Directorate net expenditure outturn of £73.1m is as per the budget.

Included in this number are £0.4m of costs and loss of income related to COVID-19 and £0.5m of
costs covered by flexible capital receipts.

There has been a large fall in the amount of planning income received in year. Pressures also
exist for reduced recycling income and the revenue costs of rolling out food waste recycling.
These have been mitigated by staffing vacancies across the majority of services and savings
made under the Council’s spending freeze, particularly in Libraries.
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There are staffing vacancies across the majority of the services, rental income has increased from
Farms and the Council has received reimbursement of a subsidy paid to Skills and Growth to
operate Fairer Power from prior years. Savings have been made from bringing Skills and Growth
and Engine of the North back in-house.

Corporate Directorate

Notable successes this year include:

A Member induction programme was
f"' L/g agreed for the 2019 newly elected
5 i members, and we launched a
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information and data direct to the public.

We implemented the Brighter Future
Together programme with full governance
structure including staff and Member
Forums.

We published the first monitoring officer
annual report.

We delivered a range of successful equality

and diversity events, including Pride in the We invited a successful LGA Corporate
Park event at Queen’s Park, Crewe, local Peer Challenge including preparation of
Pride events held in Macclesfield, Congleton || material, engagement with staff,

and Nantwich, Holocaust Memorial Service, members and partners and the co-
International Women’s and Men'’s Days, and || ordination and support of the peer
Menopause Awareness Day. review team.

The Corporate Services Directorate net expenditure outturn of £32.0m is £1.6m higher than the
budget.

Included in this figure is £0.7m of costs relating to additional Best4Business (B4B) costs and
MARS (Mutually Agreed Resignation Scheme) payments that are to be covered by Flexible
Capital Receipts (FCR). The underlying position for the Directorate after these have been
accounted for centrally is an outturn £0.9m over budget.
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Changes in Pension Estimates

Due to the scale of the pension assets (£1.3bn) and liabilities (£1.7bn) detailed in the Accounts,
even small percentage changes in assumptions regarding their value can have a noticeable
impact on the reported position.

In 2019/20 the net pension liability (deficit) reported in the Accounts has decreased by £141.5m.

Detailed actuarial valuations are carried out every three years and the formal valuations for
English and Welsh Local Government Pension Scheme (LGPS) Funds were concluded as at 31
March 2019. The balance sheet position and charge to Profit and Loss for 2019/20 are based on
the 2016 formal valuation. To avoid potentially significant annual impacts on the levels of Council
Tax, the Council continues to manage pension liabilities by agreeing longer term changes in the
employer contribution rates as part of the planning for the Medium Term Financial Strategy. Three
year contributions were also pre-paid in 2017 to reduce overall costs.

Council Tax

Cheshire East collects Council Tax for the whole area and the income is split between the
Cheshire Police and Crime Commissioner, the Cheshire Fire Authority and Parish Councils in
addition to its own requirement. The total budgeted collectable amount for 2019/20 was £265.7m.
The carried forward surplus on the Council Tax Collection Fund at the end of 2019/20 is £0.2m.

The Council Tax in-year collection rate for 2019/20 is 97.9%, maintaining the previous year’'s
performance. The strong economy in Cheshire East also contributed to an increase in the overall
tax base of 1.7% (from 147,003.80 to 149,517.54).

Business Rates

Cheshire East collects Business Rates for the whole area and the income is split 49% to Cheshire
East, 50% to the Ministry of Housing, Communities and Local Government (MHCLG) and 1% to
the Cheshire Fire Authority. The total budgeted collectable amount for 2019/20 was £139.4m as
per the NNDR1 return. The carried forward deficit on the Business Rates Collection Fund at the
end of 2019/20 is £1.0m.

Cheshire East Council is in a pooling arrangement with the Greater Manchester (GM) Authorities
(also includes Cheshire West and Chester from 2016/17) to maximise business rate retention
locally and support the economic regeneration of Greater Manchester and Cheshire Councils.
Pool members are entitled to retain the levy charge on growth that would normally be paid over to
Central Government. Cheshire East retained 50% of this levy charge locally (£1.4m) before paying
the remaining half over to the pool.

The Business Rates in-year collection rate for 2019/20 is 98.2% which is a decrease of 0.25%
compared to the same period in 2018/19.

Financial Overview - Capital Programme

Capital expenditure represents money spent by the Group on purchasing, upgrading and
improving assets that will be of benefit to the community over many years.

Total capital expenditure in 2019/20 was £124.0m compared to the original budget, as at February
2019, of £149.2m. A further £1.8m was spent on the Council’s contribution to the South East
Manchester Multi Modal Strategy, with matched grant funding from the Greater Manchester
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Combined Authority. The new relief road straddles Stockport MBC and Manchester City Council
boundaries as well as Cheshire East: www.semmms.info/

The forecast for planned spend is updated throughout the year and published in the Quarterly
Finance Update reports. During 2019/20 a number of major projects have either completed or got
under way including the Congleton Link Road (£23m), Schools Improvement Programme (£11m),
ICT Programme (£6m), Organic Waste Treatment Plant (£10m) and Strategic Acquisitions (£20m).

Slippage against the revised forecast of £132.8m reported at the Third Quarter Review has
totalled £8.8m.

Capital receipts in year amounted to £10.5m from the sale of surplus assets, including Lincoln
House (£1.0m), Sandbach House (£0.4m), Farms Sales (£3.1m), sale of shares in Manchester
Science Park (£2.4m) and former housing right to buy and VAT shelter receipts (£1.5m).

The Council has succeeded in attracting £60.0m of grant funding and external contributions for
capital improvements. This minimises the financial impact of the capital programme on the
revenue budget, and so protects funding for other services such as social care.

The Council has an ambitious capital programme with the highest spending in Highways
and Infrastructure

Outturn
2019/20 2020/21 2021/22 2022/23 Total
£m £m £m £m £m

Expenditure

Children and Families 10.9 241 12.7 2.2 39.0
Adults, Commissioning and Public Health 0.0 0.4 0.0 0.0 04
Highways and Infrastructure 56.1 89.7 84.5 45.0 219.2
Growth and Enterprise 32.3 20.5 43.6 36.1 100.2
Environment and Neighbourhood Services 11.2 15.3 3.4 1.0 19.7
Corporate 13.5 21.5 13.6 9.9 45.0
Funding

Grants and Other Contributions 60.0 101.7 97.5 51.8 251.0
Capital Receipts and Reserves 7.6 3.0 3.0 3.0 9.0
Borrowing 56.4 66.8 57.3 394 163.5

Total Funding 171.5
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Protecting Against Risks

The Council has a risk management framework with hierarchical risk registers forming part of the
process which operate at strategic, operational and project levels. Emerging significant risks are
escalated to senior members and/or officers, as appropriate, in line with the potential likelihood
and impact of the risk upon objectives. Formal reports with regard to the risk management
process are made throughout the year to senior officers and members.

During the year the corporate risk register has been reviewed and maintained to ensure that the
corporate risks remain relevant and that risk interdependencies are understood. Operational risk
registers are included within team plans.

The Council’s key corporate risks recognise potential threats from increasing demand for services
and overstretched resources and the Council’s financial resilience. The corporate risk register
includes measures for countering fraud and corruption, and risks that may arise as a result of
partnership working. The risks recognise that austerity and economic conditions affecting the
Council’s key partners may potentially give rise to events that could have a negative impact upon
the Council’s ability to achieve its objectives.

The Coronavirus pandemic has had a profound impact on all aspects of life in Cheshire East.
Cheshire East Council is leading and supporting the Local Resilience Forum (LRF) in developing
its future planning for the recovery from this pandemic. The Strategic Co-ordinating Group of the
LRF has established a sub-group leading on this Recovery. This is chaired by the Chief Executive
of Cheshire East Council and includes senior colleagues from local authorities, the NHS, Public
Health, Police and Fire.

Risk registers have been maintained as part of the Council’s response to the COVID-19 pandemic

and the plans for recovery. Business Continuity Plans are being kept under review and plans have
been tested against concurrent risks.
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Narrative Report — Expenditure and Income Commenta

Explanation of the financial statements

The Accounts and Audit (England) Regulations 2015 require the Council to produce a Statement
of Accounts for each financial year. These Statements are prepared in accordance with the Code
of Practice on Local Authority Accounting in the United Kingdom (‘the Code’), issued by the
Chartered Institute of Public Finance and Accountancy (CIPFA).

The group accounts have been prepared in accordance with International Financial Reporting
Standards (IFRS) which require that the financial statements of the reporting authority (Cheshire
East Council) and its subsidiaries and associates shall be prepared as of the same date.

Subsidiaries have been consolidated into the Group Accounts on a line by line basis incorporating
their income and expenditure fully in the relevant service revenue accounts. Note 32 provides
further details of the various companies in which the Council has an interest. Tatton Park
Enterprises Limited and Cheshire & Warrington Enterprise Partnership Limited have been
excluded from Cheshire East Council group accounts on the grounds of materiality.

The statements contain a number of elements which are explained below.

The Group Financial Statements

Movement in Reserves Statement - this shows the movement in the year on the different
reserves held by the Group, analysed into ‘usable reserves’ (those that can be applied to fund
expenditure or reduce local taxation) and other reserves. Usable reserves include the Capital
Grants Unapplied Account which are grants received but not yet utilised.

The ‘Surplus or (Deficit) on the provision of services’ shows the true economic cost of providing
the Group’s services, which is shown in more detail 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’ shows the statutory
General Fund Balance before any discretionary transfers to or from earmarked reserves
undertaken by the Council.

The Group’s long term strategy is to hold appropriate levels of general reserves to provide funds
for investment and to protect the Group against financial risks.

General (£10.3m) and Earmarked reserves (£46.6m including Schools) have decreased in
2019/20 to £56.9m.

The minimum target level of reserves is quantified by a detailed risk assessment. This approach
allows the Council to take account of local circumstances and the impact of economic forecasts.
The impact of rising demand for services, the economic climate, emerging Government policies
(particularly in relation to business rates), and pressure on public services to reduce overall
expenditure are relevant, and these present the potential for significant emerging risk.

Resilience has been impacted by the reliance on the use of reserves to balance the 2019/20

Outturn and other one off measures to balance the 2020/21 budget. Information from the CIPFA
Financial Resilience data has shown that the level of general reserves held by the Council are
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significantly lower than our nearest neighbours. The Medium Term Financial Strategy will seek to
increase the level of general reserve and replenish earmarked reserves.

Comprehensive Income and Expenditure Statement — this statement reflects the sum of all
income, expenditure, gains and losses incurred by the Group in the last 12 months and explains
how the Balance Sheet position has changed between the two financial years. This statement
shows the financial position in accordance with accounting practice which means that the costs
include notional charges for items such as depreciation, impairment, capital grants and capital
charges.

In 2019/20 there is a deficit on the provision of services of £26.1m.

Balance Sheet — this shows the value of the Group’s asset and liabilities at the balance sheet
date. These are matched by reserves which are split into two categories: usable and unusable
reserves. Usable reserves (e.g. General Fund and earmarked reserves) can be used to support
services or to reduce local taxation. Unusable reserves arise out of the interaction of legislation
and proper accounting practice, either to store revaluation gains or as adjustment accounts to
reconcile accounting requirements driven by reporting standards to statutory requirements. These
reserves are not resource-backed and cannot be used for any other purpose.

Chart C: The Council maintains a strong balance sheet despite the financial challenges.

Mon-Current Assets Mon-Current Assets
(property and long-term (property and long-term
investments) investments)
£1,000m £1,083m

Long-term liabilities
MNet Current Assets ?Engup;mr]lsmns
(debtors, stock and cash

less creditors and
liabilities)

Long-term liabilities
and provisions

Met Current Assets (£665m)

(debtors, stockand cash
less creditors and
liabilities)

(E£86m) = (E147m) —
ASSETS ASSETS
£249m £430m

315t March 2019 31st March 2020
. .

Funded by: Funded by:
Usable Reserves Usable Reserves
£113m £107m
Unusable Reserves Unusable Reserves
£136m £323m

Cash Flow Statement — this shows the changes in the Council’s cash and cash equivalents
during the reporting period. It shows how the Council generates and uses cash and cash
equivalents by classifying cash flows as operating, investing and financing activities.

Cash balances at the end of March 2020 have increased by £16.7m to (£33.8m), compared to the
closing balance of £17.1m at March 2019.

The advice from our treasury advisors, Arlingclose has been to borrow short-term from other local
authorities, rather than take out long-term loans with PWLB (Public Works Loan Board) as short-
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term interest rates are currently lower than long-term rates, and it is likely to be more cost effective
in the short-term to borrow short-term loans instead.

Collection Fund - this is an agent’s statement that reflects the statutory obligation for Cheshire
East Council, in its capacity as a billing authority, to maintain a separate Collection Fund. The
statement shows the transactions of the billing authority in relation to the collection of Council Tax
and Non-Domestic Rates from taxpayers and the distribution to local authorities and the
Government.

Statement of Responsibilities - this sets out the respective responsibilities of the Authority and
the Interim Executive Director of Corporate Services.

Independent Auditor’s Report — gives the auditor’s opinion of the financial statements and of the

authority’s arrangements for securing economy, efficiency and effectiveness in the use of
resources.
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Narrative Report — Future Opportunities and Challenges

Medium Term Financial Strategy 2020/21 — 2023/24

Like most local authorities Cheshire East Council has significant budget deficits to tackle over the
medium term, caused by major grant reductions in Local Government funding over recent years,
and continuing increasing demand for services based on demographic changes, and growth, in
the local population. Our ability to create the best conditions for private sector investment,
economic growth and prosperity will be critical to the continued success of the Borough as the
Council’s reliance on locally generated income increases.

The costs associated with maintaining quality in our services and environment is very challenging.
60% of the Council’s net budget is spent on providing support for People based services, such as
social care, but the housing growth in the area also brings additional challenges for our other key
services such as increased waste collection and disposal and highway maintenance.

The Council froze Council Tax levels for five consecutive years from 2011/12 to 2015/16 inclusive,
with some Government support, saving local taxpayers a total of nearly £50m in that period. In
2019/20 there was no general Government grant support to the revenue budget of Cheshire East
Council. Growth in demand for services has therefore has to be funded locally. This creates a
requirement to increase Council Tax levels in line with Government expectations, which was 2% in
line with inflation with an additional flexibility for a further 2% to be applied and ring-fenced for
Adult Social Care demand pressures. Council Tax for 2020/21 increased by 3.99% and the
Medium Term Financial Strategy 2020/21 to 2023/24 includes an assumption that the Council Tax
could also increase by a further 1.99% each year in the medium term.

The Government have announced that the Fair Funding Review (FFR) and Business Rates
Retention (BRR) will not be implemented in April 2021 as originally planned. Council officers will
continue to work with the Government on informing the approach to funding for the next financial
year and beyond.

The budget and future years estimates were of course prepared before the impact of the COVID-
19 pandemic and will be revisited during 2020/21 to determine any in-year action required to
balance 2020/21 and to inform the budget reduction requirements for the MTFS period. However,
given the uncertainty, about so many issues, the scope and size of the financial challenge is
evolving. The Council is, however, working through a plan to address the anticipated short,
medium and long term funding shortfalls.

A key part of the Councils recovery activity is the consideration of the future shape of the Council
together with a clear financial plan covering both the revenue budget and capital programme. The
plan will also highlight the uncertainty and significant risks that the Council is facing.

Central Government has provided several cash grants including two COVID-19 unring-fenced
grants totalling £19.7m (£9.2m of which was received on 27™ March 2020 and of this £8.1m has
been carried forward into 2020/21 via an earmarked reserve) to meet urgent and unforeseen costs
and financial pressures impacting on the Council and the Cheshire East economy.

The level of Government support so far notified will not be sufficient to address the impact of
increased costs of service provision and the impact of lost income from fees, charges and
commercial investment. Further support is expected but the value is uncertain. The Council’s
transformation programme already engaged to deliver to existing budget reduction requirements is
continuing its planned activity but will be redesigned to incorporate changes in working practice
that have had to be employed.
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The Council’s Corporate plan is currently under review with a new set of priorities being developed
that will direct the council’s activities and spending over the next four years. The Council is taking
the opportunity to reflect on its previous achievements and the current challenges it faces
including the impact of COVID-19, consultation on a new draft corporate plan is anticipated to start
in the autumn.

Acknowledgements
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Group Movement in Reserves Statement

This statement shows the movement in the year on the different reserves held by the Group,
analysed into 'usable' reserves (i.e. those that can be applied to fund expenditure or reduce local
taxation) and other 'unusable' reserves.

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 Group.
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Group Movement in Reserves 2019/20:

°
c
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—
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c
[}
O

Earmarked
Reserves

eneral Fund

G
B

Capital Receipts

Reserve

Capital Grants

Unapplied

Total Usable
Reserves

Unusable
Reserves

Total Council
Reserves

Council’s Share
of Subsidiary
Reserves

™
(=4
(=}
(=}

Total Authority
Reserves

Closing Balance at

31° March 2020 carried forward

?s'?i"‘)':f’zﬁg‘“"e at 10,316 | 51,254 61,570 3,000 47,209 111,779 136,686 248,465 993 | 249,458
Movement in Reserves during 2019/20

Ei:)a;r%‘i’tﬁ“rzrehe”s"’e Income and (79,609) 0 (79,609) 0 0 (79,609) 0| (79,609)| 52439 | (27,170)
ﬁg{ﬁiﬁ?ﬁg‘;ﬁiﬁ‘ft’:e” Group Accounts and 53,432 0 53,432 0 0 53,432 0 53,432 | (52,340)] 1,002
g;gzggi?ﬂgrehenswe Income and 0 0 0 0 0 0| 206952 | 206,952 0| 206952
E;’(La;&‘i’t’:fgehe"s"’e Income and (26,177) 0 (26,177) 0 0 (26,177)| 206,952 | 180,775 99 | 180,874
Adjustments between accounting basis and

fuaning basis under regulations ° 20,366 0 20,366 0 (19) 20,347 (20,347) 0 0 0
Net Increase | (Decrease) before Transfers (5,811) 0 (5,811) 0 (19) (5,830)| 186,605 | 180,775 99 | 180,874
;I'r‘;ir::fggs to / from Earmarked Reserves 5811 (5,811) 0 0 0 0 0 0 0 0
Increase / (Decrease) in Year (5,811) (5,811) (19) (5,830) 186,605 180,775 180,874

31

m 45,443 55,759 m 47,19 105,949 323,291 429,240 m 430,332
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Group Movement in Reserves 2018/19:

°
c
o
I
©
—
[}
c
[}
O

Earmarked
Reserves

eneral Fund

G
B

Capital Receipts

Capital Grants

Total Usable
Reserves

Unusable
Reserves

Total Council
Reserves

Council’s Share
of Subsidiary
Reserves

52
(=4
(=3
(=}

Total Authority

Reserves

Closing Balance at

111,779

136,686

248,465

%‘?i’;ﬂf’z%ﬁ'gnce at 10,316 | 51,474 61,790 4,030 31,334 97,154 | 244171 341,325 617 | 341,942
Movement in Reserves during 2018/19

E?(La;r%‘i’tz‘r‘;rehens"’e Income and (70,925) 0 (70,925) 0 0 (70,925) 0| (70925| 51764 | (19,161)
ﬁg{ﬁf;;ﬂf;;itr‘]"t’ge” Group Accounts and 52,381 0 52,381 0 0 52,381 0 52,381 |  (51,388) 993
(E))t(geerngi?l;?grehenswe Income and 0 0 0 0 0 0| (74316)|  (74,316) 0| (74316)
Total Comprehensive Income and 18,544 0 18,544 0 0 18,544 74,316 92,860 376 | (92,484
o ey (18,544) (18,544) (18544)|  (74316)  (92:860) (92,484)
Qﬂg?g&“gggsﬁ‘ggf:‘egﬁf:tf;r:'sng basis and 18,324 0 18,324 (1,030) 15,875 33,169 |  (33,169) 0 0 0
ue:zlanrfr::ﬂf: d’ &22‘;?:5:) before Transfers (220) 0 (220) (1,030) 15,875 14,625 | (107,485)|  (92,860) 376 | (92,484)
;I";irngggs to / from Earmarked Reserves 220 (220) 0 0 0 0 0 0 0 0
Increase / (Decrease) in Year 0 (220) (220) | (1,030) 15,875 14,625 | (107,485)|  (92,860) 376 | (92,484)

249,458

31°* March 2019 carried forward

Working fora ¢ together
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Group Comprehensive Income and Expenditure Statement

This statement consolidates all the gains and losses experienced by the Council during the year
showing the economic cost in 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 regulations; this may be different from the accounting
cost. The taxation position is shown in both the Expenditure and Funding Analysis and the
Movement in Reserves Statement.

2018/19 Restated 2019/20

Expenditure

168,259
232,000

44,661
42,347
64,164

119,468
5,146

676,045
13,437
45,217

734,699

734,718

33

(61,007)
(165,998)

(13,847)
(11,618)
(18,674)

(82,658)
0

(353,802)
(1,695)
(1,785)

(359,268)

’ (716,550)’ 18,149 ’

T e e | 0|

(716,550)

Expenditure

Net

107,252
66,002

30,814
30,729
45,490

36,810
5,146

322,243
11,742
43,432

(359,268)

(10,212)
(2,383)

86,911

Directorate / Service

People

Adult Social Care and Health

Children’s Services

Place

Growth and Enterprise

Highways and Infrastructure
Environment & Neighbourhood Services
Corporate and Central Services
Corporate and Central Services

Central Budgets

Cost of Services

Other Operating Expenditure

Financing and Investment Income and
Expenditure

Taxation and Non-specific Grant Income
and Expenditure

(Surplus) or Deficit on Provision of
Services

(Surplus) or Deficit of the Group

(Surplus) or deficit on revaluation of non
current assets

(Surplus) or deficit on revaluation of
financial assets

Remeasurements of the net defined
pensions benefit liability

Other Comprehensive Income and
Expenditure

Total Comprehensive Income and
Expenditure

Working for a brighter fu

Gross

189,034
240,915

30,129
55,062
63,040

120,131
3,942

702,253
11,219
32,545

746,017 ’ (719,982)‘

746,060

Expenditure

(67,650)
(160,340)

(9,793)
(16,330)
(17,808)

(75,467)
0

(347,388)
(3,099)

(3,993)

(365,502)

(719,982)

Expenditure

Net

121,384
80,575

20,336
38,732
45,232

44,664
3,942

354,865
8,120
28,552

(365,502)

(30,623)

5,315

(181,644)

(206,952)

(180,874)

== together
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Balance Sheet as at 31% March 2020

This statement shows the Group’s financial position at 31%' March each year. The top part of the
statement shows the assets and liabilities of the Group and the lower part shows the Group’s
reserves.

31° March 31° March
2019 2020
£000 £000
962,151 | Property, Plant and Equipment 1,014,563
585 | Heritage Assets 585
6,706 | Investment Property 30,768
613 | Intangible Assets 624
22,658 | Long Term Investments 28,663
7,892 | Long Term Debtors 7,593
1,000,605 | Long Term Assets 1,082,796
4,244 | Short Term Investments 214
350 | Assets Held for Sale 3,193

579 | Inventories 627
58,299 | Short Term Debtors 71,421
18,579 | Cash and Cash Equivalents 33,743
82,051 | Current Assets 109,198
(56,535) | Short Term Borrowing (117,325)
(102,209) | Short Term Creditors (127,129)
(1,516) | Cash and Cash Equivalents 0
(7,881) | Short Term Provisions (11,473)
(168,141) | Current Liabilities (255,927)
(4,873) | Long Term Provisions (4,899)
(104,593) | Long Term Borrowing (85,402)
(497,107) | Net Pensions Liability (355,605)
(213) | Other Deferred Liabilities (213)
(36,122) | Other Long Term Liabilities (31,874)
(22,149) | Capital Grants Receipts in Advance (27,742)
(665,057) | Long Term Liabilities (505,735)

249,458 | Net Assets m
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31% March 31% March
2019 2020
£000 £000
3,000 | Capital Receipts Reserve 3,000
47,209 | Capital Grants Unapplied 47,190
5,557 | Earmarked Reserves and Balances held by Schools 4,565
45,697 | Earmarked Reserves — General Fund 40,878
10,316 | General Fund Reserve — Borough Fund 10,316
993 | Profit and Loss Account 1,092
216,105 | Revaluation Reserve 232,177
4,901 | Financial Instruments Restatement Reserve (414)
430,051 | Capital Adjustment Account 448,605
4,870 | Capital Receipts Deferred 4,710
(1,059) | Financial Instrument Adjustment Account (890)
(515,149) | Pensions Reserve (355,605)
1,819 | Collection Fund Adjustment Account (263)
(4,852) | Accumulated Absences Account (5,029)

136,686 | Unusable Reserves

e

430,332

249,458 | Total Reserves

18

Signed:

Alex Thompsam

Alex Thompson CPFA

Director of Finance and Customer Services
(Section 151 Officer)

Dated: 31%' July 2020
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Group Cash Flow Statement for the Year ended 315 March 2020

This statement shows how the movement in resources has been reflected in cash flows.

2018/19 2019/20
£000 £000
(18,168)| Net surplus / (deficit) on the provision of services (26,078)
133,380 | Adjustment to surplus or deficit on the provision of services for non cash movements 119,480
(82,258) ﬁc\i}:;tl rzgreit:dn}isni:r?(l:lijr?geg (I:I;['II \}ir:iee Qet surplus or (deficit) on the provision of services that are (75,971)
32,954 | Net cash flows from operating activities 17,431
(8,876)| Net cash flows from investing activities (40,181)
(12,116)| Net cash flows from financing activities 39,430
11,962 | Net increase / (decrease) in cash and cash equivalents 16,680
5,101 | Cash and cash equivalents at the beginning of the reporting period 17,063
17,063 | Cash and cash equivalents at the end of the reporting period 33,743

Net increase / (decrease) in cash and cash equivalents

Working fora t

together
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Notes to the Group Statement of Accounts

The following notes are specific to the group accounts and have only been included where the
group outcome is significantly different to the disclosures in the Council’s single entity accounts.
The index to the full set of notes is provided on page 1. Note 32 discloses the Council's interest in
other companies and entities including whether these have been consolidated into the group.

1. Reconciliation of Single Entity to Group Accounts
Income and Expenditure (Surplus) / Deficit

2018/19 iliati i i ici 2019/20
£000 £000

(Surplus) / Deficit in the Group Income and Expenditure attributable to the Authority
Add: (Surplus) / Deficit arising from other entities included in the Group Accounts

Subsidiaries

Group Account (Surplus) / Deficit for the Year

Adjustment for Non Cash Items in the Group Cash Flow Statement

2018/19 | Reconciliation of Single Entity to Group Cash Flow Adjustment for Non Cash Items 2019/20
£000

Single Entity Accounts: Adjustment of the Net (Surplus) or Deficit on the Provision of Services

134,245 for Non Cash Movements

118,357

(865)| Total Non Cash Adjustments included in the Group Accounts 2,775

133.380 Group Accounts: Adjustment of the Net (Surplus) or Deficit on the Provision of Services

for Non Cash Movements 121,132

Adjustment for Net Cash Flows from Investing Activities in the Group Cash Flow Statement

2018/19 | Reconciliation of Single Entity to Group Cash Flow Adjustment for Net Cash Flows from 2019/20
£000 | Investing Activities £000

Single Entity Accounts: Adjustment for items that are net cash flows from investing activities (38,953)

Total Net Cash Flows from Investing Activities Adjustments included in the Group Accounts (4,627)

Group Accounts: Adjustment of the Net (Surplus) or Deficit on the Provision of Services

for Non Cash Movements (43,580)
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Adjustment for Net Cash Flows from Financing Activities in the Group Cash Flow Statement

2018/19

£000 | Financing Activities

Reconciliation of Single Entity to Group Cash Flow Adjustment for Net Cash Flows from

Single Entity Accounts: Adjustment for items that are net cash flows from financing activities

Total Net Cash Flows from Financing Activities Adjustments included in the Group Accounts

Group Accounts: Adjustment of the Net (Surplus) or Deficit on the Provision of Services
for Non Cash Movements

2019/20
£000

40,876

1,633

2. Reconciliation of Restated Group Comprehensive Income & Expenditure

Statement
As reported in the Adjustments due Adjustments Revised 201819
Comprehensive to Management related to Position
Directorate Income and Restructure in correction of
Expenditure 2018/19 Pensions Deficit
Statement 2018/19
E(00]0] $(0[0]0] E(0[0]0]
People
Adult Social Care & Health 104,818 2,356 78 107,252
Children’s Services 65,997 0 5 66,002
Community and Partnerships 2,356 (2,356) 0 0
Place
Growth & Regeneration 21,227 9,783 (196) 30,814
Infrastructure and Highways 21,222 10,337 (830) 30,729
Planning and Sustainable Development 2,019 (2,019) 0 0
Rural and Cultural Economy 4,164 (4,164) 0 0
gg\r/\ilzgggnent and Neighbourhood 55,569 (10,016) (63) 45,490
Customer Operations 9,304 (9,304) 0 0
Corporate and Central Services
Corporate and Central Services 31,648 5,383 (221) 36,810
Central Budgets 5,146 0 0 5,146

Net Cost of Services

Other Income and Expenditure

323,470

(305,302) ’

18,168

(1,227)

322,243
(304,075)

18,168

To ensure consistency and that both financial years 2018/19 and 2019/20 are comparable, we
have restated the 2018/19 reported figures as there was a change in our management reporting
and structure between the Place and Corporate Directorates during the financial year 2019/20.
There was also a change in the reporting of credit losses from service lines to Other Income and
Expenditure. There was no overall net change to the figures reported in the 2018/19 Statement of
Accounts.

Working for a brighter future= together 38



PESSIY
P

Cheshire E@

Council?

Draft Statement of Accounts 2019/20

3. Group Taxation

The wholly owned subsidiaries of Cheshire East Group have been granted an exemption from
corporation tax by HMRC with reference to their transactions with its Council Member as these
transactions do not amount to trading under the requirements for Arms Length Management
Organisations (ALMOs). The company is however still liable to Corporation Tax in respect of
transactions with third parties or other group companies. On that basis a provision of £44,498 has
been made for any potential corporation tax liability on transactions with third party and other
group companies.

4. Group Contingent Liabilities

Group Pension Scheme: The Council has altered its pension arrangements with its owned and
controlled companies in respect of employee benefits resulting from membership of the LGPS, by
moving to a ‘pass through’ agreement, effective from 1% April 2015. See Note 27 to the Cheshire
East Council Statement of Accounts 2019/20.

5. Directors’ Remuneration

The number of directors accruing benefits under defined benefit schemes was three directors, one
in each company.

Salary, Fees, Expenses Employer’s
Allowances and Pension
and Bonuses Allowance Contribution

Payments made to
Directors in 2019/20

ANSA 121,744 145,708

Civicance 51,812 62,018
Skills & Growth Company 23,288 27,254

196,844 234,980

The table below shows the 2018/19 comparative figures:

Salary, Fees, Expenses Employer’s
Allowances and Pension
and Bonuses Allowance Contribution

£ £ £
ANSA 108,791 129,989

Payments made to
Directors in 2018/19

Civicance 60,250 78,561
Skills & Growth Company 79,292 103,920

248,333 312,470
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6. External Audit Fees

The Group incurred the following external audit and inspection and compliance fees, which are
included in the cost of Corporate and Central Services.

2018/19 2019/20
£000 £000
119 | Fees payable to the appointed auditor, Mazars LLP, for external audit services. 119

Fees payable with regard to external audit services carried out by Grant Thornton UK LLP
for the wholly owned companies audit of accounts.

64

10 | Fees payable in respect of certification of grant claims and returns carried out by KPMG UK 10

193 | Total External Audit Fees

7. Group Pension Scheme
See Note 27 to the Cheshire East Council Statement of Accounts 2019/20.

8. Group Accounting Policies
General Principles

The group accounts have been prepared in accordance with the Code of Practice for Local
Authority Accounting in the United Kingdom, issued by the Chartered Institute of Public Finance
and Accountancy (CIPFA).

The accounting policies used in preparing the Group Accounts are generally those used by
Cheshire East Council in their single entity financial statements. In order to align group entities
accounting policies to those used by the Council and ensure consistency of accounting treatment
across the group, the following principles have been adopted:

8(a) Consolidation of Subsidiaries

Subsidiaries have been consolidated using the acquisition accounting basis. This is a full, line by
line consolidation of the financial transactions and balances of the Council and its subsidiaries. To
avoid overstating the figures within the group financial statements, all transactions and balances
between members of the group (the Council and its subsidiaries) have been eliminated.

The Group Accounts include Cheshire East Council and wholly owned subsidiaries Cheshire East
Residents First Limited (CERF), ANSA Environmental Services Limited, Transport Service
Solutions Limited, Engine of the North Limited, Orbitas Bereavement Services Limited, Civicance
Limited and The Skills and Growth Company. The wholly owned subsidiary Tatton Park Enterprise
Limited and associate company Cheshire and Warrington Local Enterprise Partnership Limited
are excluded from the Group Accounts on the grounds of materiality.
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8(b) Alignment of accounting framework and policies

Where group organisations use different accounting policies to the Council, their accounts have
been restated to align their accounting policies with those of the Council where the effect of not
doing so would be material to the reader’s interpretation of the accounts.

8(c) Unrealised profits from intra-group transactions

Any unrealised profit reflected in the carrying amount of property, plant and equipment and
inventory arising from trading between the Council and its group companies will be eliminated to
avoid the double counting of gains. No such adjustments have been necessary for the 2019/20
group accounts.

8(d) Company losses Accounting Treatment

The Group Comprehensive Income and Expenditure Statement includes the profits / losses
arising in each of the wholly owned subsidiary companies.
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Cheshire East Council - Movement in Reserves Statement

This statement shows the changing value of 'usable' reserves (those that can be applied to fund
expenditure or reduce local taxation) and other 'unusable' reserves (those which reflect
accounting adjustments and are not applied to fund expenditure or reduce local taxation).

The 'Net Increase / (Decrease) before Transfers to Earmarked Reserves' line shows the statutory
General Fund balance before any discretionary transfers undertaken by the Council to or from

earmarked reserves.

Movement in Reserves 2019/20:

Opening balance at 1 April

General Fund

©
c
Nz

eneral Fund

G
B

Capital Receipts

Capital Grants
Unapplied

Total Usable
Reserves

Unusable
Reserves

Total Authority

Reserves

Closing Balance at 31 March

105,949

323,291

2019 10,316 51,254 61,570 3,000 47,209 | 111,779 | 136,686 | 248,465
Movement in Reserves 2019/20

Surplus / (deficit) on provision of (26,177) 0 (26,177) 0 0 (26,177) 0 (26,177)
services

Other Comprehensive Income

and Expenditure 0 0 0 0 0 0| 206,952 | 206,952
Total Comprehensive Income | ¢ 177) 0 (26177) 0 0| (26,177) 206,952 | 180,775
and Expenditure

Adjustments between

accounting basis and funding 20,366 0 20,366 0 (19) 20,347 (20,347) 0
basis under regulations (Note 2)

Net Increase / (Decrease)

before Transfers to Earmarked (5,811) 0 (5,811) 0 (19) (5,830)| 186,605 180,775
Reserves

Transfers between Earmarked

and General Reserves (Note 3) 5811 (5.811) 0 0 0 0 0 0
Increase / (Decrease) in Year 0 (5,811) (5,811) 0 (19) (5,830)| 186,605 180,775

429,240

2020
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Movement in Reserves 2018/19:

Opening balance at 1% April

°
c
]
I
©
—
[}
c
[}
O

Earmarked
Reserves

eneral Fund

G
B

Capital Receipts

Reserve

Capital Grants
Unapplied

Total Usable
Reserves

Unusable
Reserves

Total Authority

Reserves

Closing Balance at 31° March

111,779

2018 10,316 51,474 61,790 4,030 31,334 97,154 | 244,171 341,325
Movement in Reserves 2018/19

Surplus / (deficit) on provision of

services (18,544) 0 (18,544) 0 0 (18,544) 0 (18,544)
Other Comprehensive Income 0 0 0 0 0 0 (74,316)  (74,316)
and Expenditure ’ ’
Total Comprehensive Income

and Expenditure (18,544) 0 (18,544) 0 0 (18,544)| (74,316)| (92,860)
Adjustments between

accounting basis and funding 18,324 0 18,324 (1,030) 15,875 33,169 (33,169) 0
basis under regulations (Note 2)

Net Increase / (Decrease)

before Transfers to Earmarked (220) 0 (220) (1,030) 15,875 14,625 | (107,485)| (92,860)
Reserves

Transfers between Earmarked

and General Reserves (Note 3) 220 (220) 0 0 0 0 0 0
Increase / (Decrease) in Year 0 (220) (220) (1,030) 15,875 14,625 | (107,485)| (92,860)

136,686

248,465

2019
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Cheshire East Council - Comprehensive Income and Expenditure Statement

This statement consolidates all the gains and losses experienced by the Council during the year
showing the economic cost in 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 regulations; this may be different from the accounting
cost. The taxation position is shown in both the Expenditure and Funding Analysis and the
Movement in Reserves Statement.

Gross

45

2018/19 Restated

Expenditure

-—

)]
Z W

xpenditure

Directorate / Service

Other Comprehensive Income and
Expenditure

Total Comprehensive Income and
Expenditure

Working for a brighter fu

Gross

2019/20

Expenditure

People
168,437 (61,007) 107,430 | Adult Social Care and Health 189,270 (67,650) 121,620
240,452 (165,999) 74,453 | Children’s Services 250,130 (160,341) 89,789
Place
40,274 (12,849) 27,425 Growth and Enterprise 29,282 (9,198) 20,084
36,460 (11,147) 25,313 | Highways and Infrastructure 45,667 (15,715) 29,952
55,324 (10,923) 44,401 Environment & Neighbourhood Services 56,943 (10,539) 46,404
Corporate and Central Services
122,716 (84,161) 38,555 Corporate and Central Services 120,196 (76,920) 43,276
5,146 0 5,146 | Central Budgets 3,944 0 3,944
668,809 (346,086) 322,723 | Cost of Services 695,432 (340,363) 355,069
13,437 (1,695) 11,742 | Other Operating Expenditure (Note 4) 11,219 (3,099) 8,120
Financing and Investment Income and
45,132 (1,785) 43,347 Expenditure (Note 5) 32,483 (3,993) 28,490
Taxation and Non-specific Grant Income
0 (359,268) (359,268) and Expenditure (Note 6) 0 (365,502) (365,502)
727,378 (708,834) (SSurplus) or Deficit on Provision of 739,134 (712,957)
ervices
(Surplus) or Deficit on revaluation of non-
(10,212) current assets (Note 15a) (30,623)
(Surplus) or Deficit on revaluation of
(2,383) available for sale financial assets 5,315
Remeasurements of the net defined
86,911 benefit liability (181,644)

Expenditure

Net

(206,952)

(180,775)
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Cheshire East Council - Balance Sheet as at 31% March 2020

This statement shows the Council’s financial position at 31 March each year. The top part of the
statement shows the assets and liabilities of the Council and the lower part shows the Council’s
reserves.

31°t March 2020
Restated £000 Notes £000

31°* March 2019

960,260 | Property, Plant and Equipment 7 1,009,787
585 | Heritage Assets 585
6,706 | Investment Property 8 30,768
530 | Intangible Assets 479

0 | Assets Held for Sale 0

22,658 | Long Term Investments 9a 28,663
8,388 | Long Term Debtors 7,593
999,127 | Long Term Assets 1,077,875
4,244 | Short Term Investments 9a 214
350 | Assets Held for Sale 3,193

380 | Inventories 342
56,808 | Short Term Debtors 10 66,213
14,773 | Cash and Cash Equivalents 1 30,057
76,555 | Current Assets 100,019
(55,560) | Short Term Borrowing 9b (117,325)
(97,597) | Short Term Creditors 12 (117,191)
(1,516) | Cash and Cash Equivalents 11 0
(7,881) | Short Term Provisions 13 (11,405)
(162,554) | Current Liabilities (245,921)
(4,873) | Long Term Provisions 13 (4,899)
(104,593) | Long Term Borrowing 9b (85,402)
(497,107) | Net Pension Liability 27 (355,605)
(213) | Other Deferred Liabilities (213)
(35,728) | Other Long Term Liabilities 9 (28,872)
(22,149) | Capital Grant Receipts in Advance 25 (27,742)
(664,663) | Long Term Liabilities (502,733)
248,465 | Net Assets 429,240
3,000 | Capital Receipts Reserve 3,000
47,209 | Capital Grants Unapplied 14b 47,190
5,557 | Earmarked Reserves and Balances held by Schools 14c 4,565
45,697 | Earmarked Reserves — General Fund 3 40,878
10,316 | General Fund Reserve — Borough Fund 14a 10,316
111,779 | Usable Reserves 105,949
216,105 | Revaluation Reserve 15a 232,177
4,901 | Financial Instruments Restatement Reserve (414)
430,051 | Capital Adjustment Account 15b 448,605
4,870 | Capital Receipts Deferred 4,710
(1,059) | Financial Instrument Adjustment Account (890)
(515,149) | Pensions Reserve 15¢ (355,605)
1,819 | Collection Fund Adjustment Account (263)
(4,852) | Accumulated Absences Account (5,029)
136,686 | Unusable Reserves 323,291
248,465 | Total Reserves 429,240
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Cheshire East Council - Cash Flow Statement for the Year ended 31 March

2020

This statement shows how the movement in resources has been reflected in cash flows.

2018/19 Notes 2019/20
£000 £000
(18,544)| Net surplus / (deficit) on the provision of services (26,177)
134,245 | Adjustment to surplus / (deficit) on the provision of services for non cash movements 16 117,025
(82,258) ';fglﬁ/ ;%rtiirt](;n; (ijnf(i;Lu:nec?r:g ;r::i \i]iteite :urplus / (deficit) on the provision of services that 16 (75,971)
33,443 | Net cash flows from operating activities 14,877
(7,903)| Net cash flows from investing activities 17 (38,953)
(12,188)| Net cash flows from financing activities 18 40,876
13,352 | Net increase / (decrease) in cash and cash equivalents 16,800
(95)| Cash and cash equivalents at the beginning of the reporting period 1 13,257
13,257 | Cash and cash equivalents at the end of the reporting period 11 30,057

13,352

Net increase / (decrease) in cash and cash equivalents
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Notes to the Cheshire East Council Statement of Accounts 2019/20

1. Expenditure and Funding Analysis

1(a) Objectives

The objective of the Expenditure and Funding Analysis is to demonstrate to Council Tax
payers how the funding available to the authority (i.e. Government grants, Council Tax and
business rates) for the year has been used in providing services in comparison with those
resources consumed or earned by authorities in accordance with generally accepted
accounting practices. The Expenditure and Funding Analysis also shows how this
expenditure is allocated for decision making purposes between the council’s directorates.
Income and expenditure accounted for under generally accepted accounting practices is
presented more fully in the Comprehensive Income and Expenditure Statement.

2019/20

People

Adult Social Care and Health

Children's Services

Place

Growth and Enterprise

Highways and Infrastructure

Environment and Neighbourhood Services
Corporate and Central Services
Corporate Services

Central Balances

Net Cost of Services

Other income and expenditure

Surplus or deficit

Opening General Fund Balance

Less Deficit on General Fund Balance in

Year

Closing General Fund Balance at
31% March 2020
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113,275
63,958

20,457
12,610
40,070

32,009
1,071
283,450

(283,450)

Adjustment to

arrive at the net

hargeable to the

eneral Fund
balance (Note 1b
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809
5,379

724
(1,340)

231

1,688
7,930

(9,610)

the General Fund

Net Expenditure
balance

Chargeable to

114,084
69,337

21,181
11,270

40,301

33,697
9,001

(293,060)

Adjustments
between Funding
and Accounting

(1,097)
18,683
6,102

9,579
(5,057)

(35,832)
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121,620
89,789

20,084
29,953
46,403

43,276
3,944
355,069

48




Cheshire East)l

Council?

Draft Statement of Accounts 2019/20

2018/19 Restated

People

Adult Social Care and Health
Children's Services

Place

Growth and Enterprise

Highways and Infrastructure
Environment and Neighbourhood Services
Corporate and Central Services
Corporate Services

Central Balances

Net Cost of Services

Other income and expenditure
Surplus or deficit

Opening General Fund Balance

Less Deficit on General Fund Balance in
Year

Closing General Fund Balance at
31% March 2019
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Adjustment to
arrive at the net
General Fund

(1,004)
(344)

the General Fund

Net Expenditure
balance

Chargeable to

105,142
58,964

20,630
9,543

38,084

28,264

11,860
272,487

(272,267)
220

(61,790)

220

(61,570)
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Adjustments
between Funding
and Accounting

2,288
15,489

6,795
15,770
6,317

10,291
(6,714)
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107,430
74,453

27,425
25,313
44,401

38,555
5,146

322,723

(304,179)

18,544
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1(b) Note to the Expenditure and Funding Analysis

This analysis includes items such as the un-ringfenced grants that are reported as part of the
Outturn for Central Budgets but for the production of the Statement of Accounts is reported
as part of the Taxation and Non-specific grants income and expenditure on the
Comprehensive Income and Expenditure Account and is therefore moved accordingly. The
adjustment column for capital purposes includes items that are charged to the
Comprehensive Income and Expenditure Account but do not have an effect on the overall
General Fund balance, or chargeable to the Council Tax payer such as Depreciation and
Impairments £41.409m, Loss of Control of an Entity (Academy Conversions) £6.861m and
the receipt of capital grants £65.240m. Other items are removed as they are chargeable
under statutory provisions as they are reported in the Movement in Reserves Statement only
including the Statutory Provision for financing Capital Investment £12.226m. The details for
all of the adjustments reported in Note 1(b) can be seen in the Adjustments between
Accounting Basis and Funding Basis (Note 2 to the accounts).

2019/20

Movement in
Reserves

People

Adult Social Care and Health
Children’s Services

Place

Growth and Enterprise
Highways and Infrastructure

Environment and
Neighbourhood Services

Corporate and Central
Services

Corporate Services

Central Balances

Net Cost of Services

Other Income and Expenditure

Working for a

1,345
5,380

(64)
(1,395)

216

1,514
9,815

(50,148)

(11,000)
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£000 £000 £000
(536) 809 4,460 3,076 0 7,536
(1) 5,379 17,835 2,617 0 20,452
788 724 (2,101) 1,004 0 (1,097)
55 (1,340) 18,301 382 0 18,683
15 231 4,505 1,597 0 6,102
174 1,688 7,140 2,439 0 9,579
(1,885) 7,930 (3,869) (1,131) (57) (5,057)

(9,610)

(3,877)

(35,832)
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2018/19 Restated

People

Adult Social Care and Health
Children’s Services

Place

Growth and Enterprise
Highways and Infrastructure

Environment and
Neighbourhood Services

Corporate and Central
Services

Corporate Services

Central Balances

Net Cost of Services

Other Income and Expenditure
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Movement in
Reserves

(1,082)
(348)

324
(2,320)

(1,120)

(116)
10,750

Other
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(1,004)
(344)

363
(3,150)

(1,183)

(335)
7177

(1,304)

Adjustment for
Capital Purposes

£000

91
14,588

6,052
15,483

5,141

8,376
(9,183)

40,548

(43,230)

(2,682)
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Net change for the

Pensions

Adjustment and
Leave Accrual

£000

2,197
901

743
287

1,176

1,915
2,525

Other
Differences

£000

(56)

and Accounting

between funding
Basis

Total Adjustment

2,288
15,489

6,795
15,770

6,317

10,291
(6,714)

50,236

18,324




Draft Statement of Accounts 2019/20

Cheshire Eaéﬁ;

RO
P NS

Council?

1(c) Reconciliation of restated Comprehensive Income and Expenditure Statement 2018/19

Directorate

People

Adult Social Care & Health

Children’s Services

Community and Partnerships

Place

Growth and Enterprise

Highways and Infrastructure

Planning and Sustainable Development
Rural and Cultural Economy
Environment and Neighbourhood Services
Customer Operations

Corporate and Central Services
Corporate and Central Services

Central Budgets

Net Cost of Services

Other Income and Expenditure

As reported in the
Comprehensive
Income and
Expenditure

Statement 2018/19
(restated)

£000

104,971
74,448
2,381

21,575
21,279
2,084
4,196
45174
9,309

33,386
5,146
323,949

(305,405)

18,544

Adjustments due to
Management
Restructure in
2019/20

2,381

(2,381)

6,046
4,864
(2,084)
(4,196)
(710)
(9,309)

5,389

Adjustments
related to
correction of
Pensions Deficit

(196)
(830)

(63)

(220)
0
(1,226)
1,226

0

Revised
2018/19
Position

107,430
74,453
0

27,425
25,313

44,401

38,555
5,146

322,723
(304,179)

18,544

To ensure consistency and that both financial years 2018/19 and 2019/20 are comparable we
have restated 2018/19 reported figures as there was change in our management reporting and
structure between the Place and Corporate Directorates during the financial year 2019/20. There
was also a change in the reporting of credit losses from service lines to Other Income and
Expenditure. There was no overall net change to the figures reported in the 2018/19 Statement of

Accounts.
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1(d) Nature of Expenses (Segmental Reporting)

This note breaks down the Income and Expenditure as reported in the Comprehensive Income
and Expenditure Statement by nature including employees’ expenses, Precept and Levies,
Investment Income and expenditure and all capital charges adjustments applied in year.

20150/(1)8 Expenditure and Income Analysed by Nature 201£9£g
Expenditure
224,522 Employee Benefits Expenses 226,714
446,837 Other Service Expenses 450,635
37,519 Depreciation, Amortisation and Impairment 49,279
(652) | Revaluation Losses 2,297
34,321 Loss on disposal of Non-Current Assets 10,186
4,409 Interest Payments 4,653
7,362 Precepts and Levies 7,896
(47,107) | Internal Recharges (34,803)
20,167 IAS19, Leave Accrual Adjustments and Other Adjustments 22,277
727,378 739,134
Income
(145,119) | Fees and Charges and other Service Income (139,989)
(255,804) | Income from Council Tax and Business Rates (269,584)
(353,507) | Government Grants and Contributions (334,194)
47,107 Internal Recharges 34,803
(1,511) | Interest and Investment Income (3,993)
(708,834) (712,957)
People Place Corporate &
Directorate Directorate Central Services
£000 £000 £000
2019/20:
Revenues from External Customers (61,515) (35,303) (43,171) (139,989)
2018/19:
Revenues from External Customers (59,761) (38,765) (46,593) (145,119)

53 Working for a f ire= together
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2. Adjustments between Accounting Basis and Funding Basis under
Regulations

The Comprehensive Income and Expenditure Statement (CIES) is produced in accordance with
proper accounting practice. Statute, however, requires the Council to set its General Fund budget
and Council Tax in a different manner.

This note details the adjustments made to the Comprehensive Income and Expenditure Statement

to obtain the General Fund position in line with statutory provisions. The adjustments are shown
as a line in the Movement in Reserves Statement.

2019/20 Adjustments

General Fund
Capital Receipts
Capital Grants
Total Usable
Reserves

Total Authority
Reserves

°
2
=1
Q]
©
c
]

Unusable
Reserves

£000 £000 £000 £000 £000 £000

Adjustments Involving the Capital Adjustment

Account (CAA):

Reversal of items debited or credited to the

Comprehensive Income & Expenditure Statement

(CIES):

Depreciation and Impairment of Non-Current Assets 41,409 0 0 41,409 | (41,409) 0
Revaluation Losses on Property, Plant & Equipment 2,297 0 0 2,297 (2,297) 0
Movement in fair value of investment property 7,678 0 0 7,678 (7,678) 0
Amortisation of Intangible Assets 184 0 0 184 (184) 0
Impairment on Capital Investments 8 0 0 8 (8) 0
Revenue Expenditure Funded from Capital under Statute 14,595 0 0 14,595 | (14,595) 0
Amounts of non-current assets written off on disposal or

sale as part of the gain / loss on disposal to the CIES 10,905 0 0 10,905 | (10,905) 0
Amounts of non-current assets written off as loss of

control of an entity to the CIES 6,861 0 0 6,861 (6,861) 0
Insertion of items not debited or credited to the

Comprehensive Income and Expenditure Statement:

Statutory Provision for financing of Capital Investment (10,629) 0 0| (10,629)| 10,629 0
Capital Expenditure Charged against General Fund (1,597) 0 0 (1,597) 1,597 0
Adjustments Involving the Capital Grants Unapplied

Account:

Grant and contributions unapplied credited to CIES (65,240) 0 65,240 0 0 0
Application of grants to capital financing transferred to the

Capital Adjustment Account 0 0] (65259)| (65,259) 65,259 0
Adjustments Involving the Capital Receipts Reserve

(CRR):

Tran.sfer of sale proceeds credited as part of gain / loss (10,490)| 10,490 0 0 0 0
on disposal to CIES

Use of Qapltal Recelst Reserve to finance capital 54 (7,676) 0 (7,622) 7.622 0
expenditure Cost of Disposals

Working for a -together 54
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2019/20 Adjustments

General Fund
Capital Receipts
Capital Grants
Total Usable
Reserves
Unusable
Reserves

Total Authority
Reserves

°
2
=1
Q]
©
c
]

Use of Capital Receipts Reserve to finance capital

expenditure Flexible use of capital receipts 0 (2,835) 0 (2,835) 2,835 0
Adjustments Involving the Deferred Capital Receipts

Reserve:

Transfer of deferred sale proceeds credited as part of the 139 21 0 160 (160) 0

gain / loss on disposal to the CIES

Adjustments Involving the Financial Instruments
Adjustment Account:

Amount by which finance costs charged to the CIES are
different from finance costs chargeable in accordance (168) 0 0 (168) 168 0
with statutory requirements

Adjustments Involving the Pension Reserve:

Reversal of items relating to retirement benefits debited
or credited to the CIES

Employer’s pension contributions and direct payments to
pensioners payable in the year

62,584 0 0 62,584 | (62,584) 0

(40,484) 0 0| (40,484)| 40,484 0

Adjustments Involving the Collection Fund
Adjustment Account:

Amount by which Council Tax and non-domestic rate
income accredited to the CIES is different from the
amount calculated for the year in accordance with
requirements

2,083 0 0| 2,083 (2,083) 0

Adjustments Involving the Accumulated Absences
Account:

Amount by which officer remuneration charged to the
CIES on an accruals basis is different from remuneration
chargeable in the year in accordance with statutory
requirements

177 0 0 177 (77) 0

Total Adjustments 2019/20
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For comparison, the 2018/19 Adjustments are shown below:

2018/19 Adjustments

Adjustments Involving the Capital Adjustment
Account (CAA):

General Fund

Capital Receipts

Capital Grants

©
2
=1
Q]
©
c
]

Total Usable
Reserves

Unusable
Reserves

Total Authority

Reserves

Reversal of items debited or credited to the
Comprehensive Income & Expenditure Statement
(CIES):

Depreciation and Impairment of Non-Current Assets 37,185 0 0 37,185 | (37,185) 0
Revaluation Losses on Property, Plant & Equipment (652) 0 0 (652) 652 0
Movement in fair value of investment property (15) 0 0 (15) 15 0
Amortisation of Intangible Assets 296 0 0 296 (296) 0
Impairment on Capital Investments 54 0 0 54 (54) 0
Revenue Expenditure Funded from Capital under Statute 15,430 0 0 15,430 | (15,430) 0
Amounts of non-current assets written off on disposal or

sale as part of the gain / loss on disposal to the CIES 10,040 0 0 10,040 | (10,040) 0
Amounts of non-current assets written off as loss of

control of an entity to the CIES 29,047 0 0 29,047 | (29,047) 0
Insertion of items not debited or credited to the

Comprehensive Income and Expenditure Statement:

Statutory Provision for financing of Capital Investment (9,204) 0 0 (9,204) 9,204 0
Capital Expenditure Charged against General Fund (2,718) 0 0 (2,718) 2,718 0
Adjustments Involving the Capital Grants Unapplied

Account:

Grant and contributions unapplied credited to CIES (75,970) 0 75,970 0 0 0
Application of grants to capital financing transferred to the

Capital Adjustment Account 0 0] (60,095)| (60,095)| 60,095 0
Adjustments Involving the Capital Receipts Reserve

(CRR):

Tran.sfer of sale proceeds credited as part of gain / loss (6,332) 6.332 0 0 0 0
on disposal to CIES

Use of Capital Receipts Reserve to finance capital 44 (6,221) 0 (6,177) 6.177 0
expenditure Cost of Disposals ’ ’ ’

Use of Capital Receipts Reserve to finance capital

expenditure Flexible use of capital receipts 0 (1,160) 0 (1,160) 1,160 0

Working for a e* together
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2018/19 Adjustments

General Fund
Capital Receipts
Capital Grants
Total Usable
Total Authority
Reserves

Reserves

°
2
=1
Q]
©
c
]

Unusable
Reserves

£000 £000 £000 £000 £000 £000

Adjustments Involving the Deferred Capital Receipts
Reserve:

Transfer of deferred sale proceeds credited as part of the

gain / loss on disposal to the CIES 0 19 0 19 (19) 0

Adjustments Involving the Financial Instruments
Adjustment Account:

Amount by which finance costs charged to the CIES are
different from finance costs chargeable in accordance 171) 0 0 (171) 171 0
with statutory requirements

Adjustments Involving the Pension Reserve:

Reversal of items relating to retirement benefits debited
or credited to the CIES

Employer’s pension contributions and direct payments to
pensioners payable in the year

56,157 0 0| 56157 | (56,157) 0

(35,490) 0 0| (35490)| 35,490 0

Adjustments Involving the Collection Fund
Adjustment Account:

Amount by which Council Tax and non-domestic rate
income accredited to the CIES is different from the
amount calculated for the year in accordance with
requirements

1,124 0 0 1,124 | (1,124) 0

Adjustments Involving the Accumulated Absences
Account:

Amount by which officer remuneration charged to the
CIES on an accruals basis is different from remuneration
chargeable in the year in accordance with statutory
requirements

(502) 0 0 (502) 502 0

Total Adjustments 2018/19 (33,169)
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3. Transfers to / from Earmarked Reserves

This note sets out the amounts set aside from the General Fund balances in earmarked reserves
to provide financing for future expenditure plans and the amounts posted back from earmarked
reserves to meet General Fund expenditure.

Balance Balance Balance
at 315 Transfers | Transfers at 315 Transfers | Transfers at 315

Earmarked Reserves Out In Out In

March March March

2018 2018/19 2018/19 2019 2019/20 2019/20 2020
£000 £000 £000 £000 A(0[0[0) A(0[0[0) £000

School Balances:

Primary and Nursery Schools (3,668) 3,779 (4,750) (4,639) 4,916 (3,855) (3,578)
Secondary Schools (237) 326 (459) (370) 450 (519) (439)
Special Schools (538) 517 (527) (548) 483 (483) (548)

Total Schools Balances (4,443) (5,736) (5,557) (4,857) (4,565)

General Fund:

People:

ASC Transition Reserve (1,718) 1,724 (6) 0 0 0 0
Communities Investment (369) 497 (237) (109) 109 0 0
Early Intervention and Prevention (511) 511 0 0 0 0 0
PF1 Equalisation - Extra Care Housing (2,225) 0 (148) (2,373) 0 (131) (2,504)
Public Health (224) 0 (403) (627) 1 (352) (978)
\(l);}t:zr)Useable reserves (<£500,000 in (520) 399 (308) (429) 164 0 (265)
Total People (5,567) 3,131 (1,102) (3,538) 274 (483) (3,747)
Place:

IIg(\a/:ts;gz;?Jr;:a(SustainabiIity) and Place (871) 305 ) (570) 23 (136) (683)
Royal Arcade Crewe (500) 0 0 (500) 401 0 (99)
Strategic Planning (36) 20 (714) (730) 326 (234) (638)
Investment Portfolio 0 0 0 0 0 (558) (558)
\?;Hj‘zr)useab'e reserves (<£500,000 in (1,398) 719 (1,218) |  (1,897) 1,345 (1,038) | (1,590)
Total Place (2,805) 1,044 (1,936) (3,697) 2,095 (1,966) (3,568)
Corporate:

E;i?;rtaerl;]lr:nu;ures Transformation 0 0 (1,000) (1,000) 91 1) (910)
Collection Fund Management (5,410) 7,931 (7,530) (5,009) 3,768 (5,587) (6,828)
Enabling Transformation (5,825) 6,043 (219) (1) 1 0 0
Financing Reserve (12,737) 4,386 (3,188) | (11,539) 4,451 (1,992) (9,080)
::nus:(;ance Reserve - Cheshire County (634) 286 (235) (583) 746 277) (114)
Insurance Reserve - Cheshire East Fund (3,581) 750 (1,662) (4,493) 2,164 (1,446) (3,775)
New Homes Bonus Community Fund 0 0 (1,000) (1,000) 1,860 (1,000) (140)
\(I);:Le;)Useable reserves (<£500,000 in (134) 0 (669) (803) 308 ) (477)
Total Corporate (28,321) 19,396 (15,503) | (24,428) 13,409 (10,305) | (21,324)
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Be:: g:se} Transfers | Transfers Baaltag:g Transfers | Transfers Baalta g:g
Earmarked Reserves March Out In March Out In March
2018 2018/19 2018/19 2019 2019/20 2019/20 2020
Central:
Carry Forwards by Service Managers (2,408) 3,328 (920) 0 0 0 0
MTFS Reserve 0 1,008 (7,434) (6,426) 3,988 (1,001) (3,439)

Revenue Grants Transferred to

Earmarked Reserves (5,403) 1,464 (1,508) (5,447) 5,578 (8,931) (8,800)

Trading Reserve (1,729) 286 (718) (2,161) 2,205 (44) 0
Transitional Funding (798) 870 (72) 0 0 0 0
Total Central (10,338) 6,956 (10,652) | (14,034) 11,771 (9,976) | (12,239)

Total General Fund Reserves (47,031) 30,527 (29,193) | (45,697) 27,549 (22,730) | (40,878)
Total Earmarked Reserves (51,474) m (34,929) m 33,398 (27,587)

These reserves are amounts set aside from General Fund balances, earmarked to provide finance
for future expenditure plans.

(45,443)

The following new earmarked reserves have been created in 2019/20:-

¢ Investment Portfolio (£0.558m) This has been established to support the Council’s
investment acquisition strategy.

e HS2 Project Development (£0.300m) To support the Council’s ongoing programme in
relation to Government’s HS2 investment across the borough and Transport for the North’s
Northern Powerhouse Rail Business Case.

e Well Managed Highway Infrastructure Delay (£0.230m) To fund the pressure that will
occur in the 2020/21 winter service budget as a result of the call-in of the Well Managed
Highway Infrastructure Cabinet decision.

e Flood Recovery Works (£0.400m) To address damage incurred on the highway network
during the 2019/20 financial year flood events.

e Public Sector Transformation Team — contribution to Commissioning (£0.017m) The
Council was successful in securing matched funding of £0.1m via the Public Sector
Transformation Team for a Commissioning project - Cheshire Without Abuse. The balance
of funding not spent in 2019/20 has been carried forward.

e Public Sector Transformation Team — contribution to Early Youth Inclusion Fund
(£0.057m) The Council was successful in securing matched funding via the Public Sector
Transformation Team for the Early Youth inclusion project. This scheme cuts across two
financial years and the funding has been received in advance. The element of funding to be
matched to 2020/21 spend needs to be carried forward.

e Strategic School Improvement Fund (£0.008m) The Council was successful in securing
grant funding for the SSIF scheme in 2018. As part of the final grant return in late 2019
there was an allowance for several invoices still to be paid.

59 Working for a together



Cheshire East))
Draft Statement of Accounts 2019/20 e ”Souf,’g‘,f////

4. Other Operating Income and Expenditure

2018/19 . . 2019/20
£000 Other Operating Expenditure £000

Precepts and Levies

(Gains) / losses on the disposal of non current assets

Other Expenditure

(0]{,1-1¢ Operatlng Income

(1,679) | Other Capital Income (2,719)
(16) | Other Income (380)

(1,695) | Total (3,099)

Net Other Operating Expenditure

5. Financing and Investment Income and Expenditure

Restated

2018/19 2019/20

£000 £000
4,412 Interest Payable and Similar Charges 4,653
(1,511) | Interest and Investment Income (2,208)
10,423 Net interest on the net defined pensions benefit liability 12,293
29,047 Loss of Control of Entity * 6,861
1,226 Credit Loss Adjustments (59)
(250) Lnnc(;)r:heaiggsei)r(]pﬁwrg:tgs :/r; Ir:ja(laation to investment properties 6.950

* This relates to academy transfers. Further details on Asset Disposals are available in Note 7.

6. Taxation and Non-Specific Grant Income and Expenditure

2018/19 2019/20
£000 £000
(214,320) | Council Tax Income (225,050)
(41,355) | Non-Domestic Rates Income (44,406)
(130) | Other Income (128)
(27,493) | Non-ring fenced Government grants (see Note 25) (30,678)
(75,970) | Capital grants and contributions (see Note 25) (65,240)

(359,268) | Total (365,502)
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7. Property, Plant and Equipment, and Revaluations

This note details all property, plant and equipment and other assets that bring longer-term
economic benefits or service potential. Bracketed figures (x) indicate a reduction in value.

2019/20
Property, Plant and Equipment

Other Land and
Vehicles, Plant,
Furniture and
Equipment
Infrastructure
Community
Surplus Assets
Assets Under
Construction
Total PPE

PFI Assets
included in PPE

Assets

n

(@)
=
=
=
m

52]
(=]
(=
(=]

Cost or Valuation

At 1 April 2019 428,971 43,678 | 606,237 2,097 39,047 55,326 | 1,175,356 17,607

Additions 18,381 8,394 23,111 223 1,593 42,644 94,346 0

Revaluation increases / (decreases)

recognised in the Revaluation 11,247 0 0 0 12,297 0 23,544 (3,280)
Reserve

Revaluation increases / (decreases)

recognised in the Surplus or Deficit 274 0 0 0 (4,273) 0 (3,999) (4,491)
to the Provision of Services

Derecognition — Disposals (10,125) (116) 0 0 (1,099) 0 (11,340) 0

Derecognition — Other (2,126) (4,968) (980) 0 (40) 0 (8,114) 0

Assets reclassified (to) / from

Assets Held for Sale 0 0 0 0 (20,997) 0 (20,997) 0

Assets reclassified within PPE (8,893) 0 8,930 (233) 14,169 (13,973) 0 0

At 31° March 2020 437,729 46,988 | 637,298 2,087 40,697 83,997 | 1,248,796 9,836

Accumulated Depreciation and

Impairment

At 1% April 2019 (12,201) | (23,415)| (179,441) (37) 0 0| (215,094) (438)
Depreciation charge (15,699) (6,650) | (18,771) 0 (221) 0 (41,341) (438)
Deprecia.tion written out to the 11,029 0 0 0 68 0 11,097 424

Revaluation Reserve

Depreciation written out to the

Surplus or Deficit on the Provision 1,616 0 0 0 174 0 1,790 0

of Services

Impairment written out to the 0 0 0 0 0 0 0 0

Revaluation Reserve

Impairment losses / (Reversals)

recognised in the Surplus / Deficit 0 0 0 0 0 0 0 0

on the Provision of Services

Derecognition - Disposals 1,142 1,959 533 0 32 0 3,666 0

Other moyements in Depreciation 1,012 (1) (67) (16) (55) 0 873 0

and Impairment

At 31° March 2020 (13,101) | (28,107)| (197,746) (53) (2) 0 (239,009) (452)
Net Book Value:

At 31° March 2020 424,628 18,881 | 439,552 2,034 40,695 83,997 | 1,009,787 9,384

At 31° March 2019 416,771 | 20,261 | 419,826 | 2,060 | 39,046 | 62,296 | 960,260 | 17,169
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Comparative figures for the previous year are as follows:

2018/19
Property, Plant and Equipment

Other Land and

%)

O
=
=
=)
[aa]

Vehicles, Plant,
Furniture and
Equipment

Infrastructure

Community
Assets

Surplus Assets

Assets Under
Construction

Total PPE

PFI Assets
included in PPE

Cost or Valuation

At 1% April 2018 451,844 39,254 | 524,664 1,874 30,868 77,924 | 1,126,428 17,607
Additions 8,484 6,360 31,492 663 3,842 37,003 87,844 0
Revaluation increases / (decreases)

recognised in the Revaluation 5,183 0 0 (25) (2,311) 0 2,847 0
Reserve

Revaluation increases / (decreases)

recognised in the Surplus or Deficit (183) 0 0 0 (541) 0 (724) 0
to the Provision of Services

Derecognition — Disposals (33,021) (643) 0 0 (289) 0 (33,953) 0
Derecognition — Other (4,044) (7,865) (1,330) (440) 5) (42) (13,726) 0
Assets reclassified (to) / from

Assets Held for Sale 0 0 0 0 6,640 0 6,640 0
Assets reclassified within PPE 709 6,572 51,411 25 842 (59,559) 0 0
At 31% March 2019 428,972 43,678 | 606,237 2,097 39,046 55,326 | 1,175,356 17,607
Accumulated Depreciation and

Impairment

At 1% April 2018 (7,828)| (23,250) | (164,635) (37) 0 0| (195,750) 0
Depreciation charge (15,803) (5,470) | (15,369) 0 (238) 0 (36,880) (438)
Depreciation written out to the

Revaluation Reserve 7,221 0 0 0 143 0 7,364 0
Depreciation written out to the

Surplus or Deficit on the Provision 1,145 0 0 0 112 0 1,257 0
of Services

Impairment written out to the

Revaluation Reserve 0 0 0 0 0 0 0 0
Impairment losses / (Reversals)

recognised in the Surplus / Deficit 0 0 0 0 0 0 0 0
on the Provision of Services

Derecognition - Disposals 2,981 5,306 852 0 16 0 9,157 0
Other moyements in Depreciation 83 3) (289) 0 (33) 0 (242) 0
and Impairment

At 31° March 2019 (12,201) | (23,417)| (179,441) (37) 0 0| (215,096) (438)
Net Book Value:

At 31° March 2019 416,771 m 419,826 m 39,046 m 960,260 17,169
At 31% March 2018 444,016 16,004 | 360,029 1,837 ‘ 30,868 ‘ 77,924 ‘ 930,678 17,607

During the year a number of projects have been completed which include Sydney Road Bridge
and the Pupil Referral Unit in Warmingham. There was also the continual improvement to the
highways network and the Schools Basic Need Expansion programme. Other major schemes that
have commenced or are in progress are Congleton Link Road, Park Lane School Expansion and
the major refurbishments of Poynton and Nantwich Leisure Centres. A number of Highways
schemes have now come to the end of their development stage and work will commence on site
in the next financial year such as the A500 Dualling and Poynton Relief Road.
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Depreciation

All depreciation calculations are made on a straight-line basis. See accounting policies (Note 40k)
for further details.

Significant Commitments under Capital Contracts

The value of significant commitments under capital contracts, where amounts of greater than
£0.5m are contracted to be paid after 31%' March 2020, totals £51.2m (£49.9m as at 31%' March
2019). These contracts are all fully funded and are summarised as follows:

Contract Amount Paid Balance

Capital Project Total 39 Marchugo-;g
£000 £000

People
Malbank High School 1,364 532 832
Place
Congleton Link Road 47,765 28,527 19,238
Middlewich Eastern By-pass 1,649 470 1,179
Sydney Road Bridge 4,899 4,261 638
Poynton Relief Road 26,843 1,505 25,338
Corporate
Best4Business Project * 15,260 11,280 3,980

*The Best4Business contract is wholly contracted with Cheshire East Council, however, 50% of this will be paid by Cheshire West
and Chester.

Revaluations

Property: The Council currently has a five year rolling programme in place to value its property.

This may be varied for properties that require an earlier valuation (e.g. where the market value
significantly changes or the property is developed).

The valuations for March 2020 were carried out by Montagu Evans LLP in accordance with the
methodologies and bases for estimation set out in the professional standards of the Royal
Institution of Chartered Surveyors (The Red Book). The valuation report has been prepared by
Scott Young MRICS and George Drury MRICS under the supervision of Gary Howes MRICS, a
partner of Montagu Evans LLP.

In 2019/20 assets previously valued in 2014/15 were due to be revalued as part of the five year
rolling programme which included the Councils portfolio of car parks. Also a number of high value
assets are valued each year to ensure that the correct carrying value of the assets is held on the
balance sheet and that the accounts do not contain any material misstatements.

All surplus assets were also revalued in 2019/20 in line with the requirements relating to Fair
Value.
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Estates and Farms: The valuation of the Farms Estates was carried out by David R Job MRICS,
Farms Estate Shared Service Manager, Cheshire Farms Service, in accordance with the
statement of methodology agreed by The Association of Chief Estate Surveyors and Property
Managers in Local Government (ACES).

Vehicles, Plant, Furniture and Equipment: continue to be carried at cost, which the Council
considers would not differ materially from other methods such as ‘current prices where there is an
active second-hand market’ or ‘latest list prices adjusted for the condition of the asset’.

Property, Plant and
Equipment

Other Land and
Vehicles, Plant,
Furniture and
Equipment
Infrastructure
Assets
Community
Surplus Assets
Assets Under
Construction
Property, Plant
and Equipment
PFI Assets
Property, Plant
and Equipment

Assets
included in

n

(@)
=
i)
=]
m

Carried at historical cost 0 46,988 | 637,298 2,087 0 83,997 770,370 0
Valued as Fair Value as at:

31 March 2020 284,586 0 0 0 40,697 0 325,283 0
31° March 2019 15,629 0 0 0 0 0 15,629 9,836
31% March 2018 65,934 0 0 0 0 0 65,934 0
31 March 2017 56,003 0 0 0 0 0 56,003 0
31* March 2016 15,577 0 0 0 0 15,577

Total Cost or Valuation 437,729 46,988 637,298 2,087 40,697 83,997 | 1,248,796 9,836

Revaluation Gains and Losses

The Code requires disclosure by class of assets of the amounts for revaluation losses and
revaluation reversals charged to the Surplus or Deficit on the Provision of Services.

These disclosures are consolidated in Note 7, reconciling the movement over the year in the
Property, Plant and Equipment balances.

In 2019/20 the gross upward valuation for Property Plant and Equipment was £23.544m, with
£3.999m loss relating to gross valuation losses and reversals being charged to the Surplus or
Deficit on the Provision of Services as a result of the valuations conducted in 2019/20.

The net movement on the revaluations carried out in 2019/20 on Property Plant and Equipment
was a net gain of £32.432m which includes the reversing of any prior year's accumulated
depreciation and revaluation losses previously charged on those assets.

There has been a relatively large increase in asset valuations compared to previous years. This is
mainly due to having the car parks assets revalued which saw a net increase of £18.981m in
value on the balance sheet. There was one notable downward valuation of £7.346m which was in
respect of the Beechmere Extra Care Housing asset that unfortunately suffered a fire in August
2019 and so our external valuers have valued only the land at £0.754m at this time.
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Disposals

During 2019/20 there were three academy transfers. The net book value of £6.861m for the
school assets have been treated as asset disposals and removed from the balance sheet.

A number of assets were sold during the year for £5.403m, including the sale of five farm sites
within the Estate totalling £3.123m, Lincoln House £1.0m, Sandbach House £0.412m and
Bradshaw House £0.240m.

Asset Review

An annual review is undertaken by the Council and the Authority’s valuer Montagu Evans LLP to
assess whether the operational and surplus land and buildings assets that have not been revalued
in that financial year at their current balance sheet value as at 31 March are not materially
misstated.

Montagu Evans LLP provides the Authority with a percentage change for each financial year
based on industry standard indices and these are applied against the outstanding balance sheet
values. As a result of this review there is deemed to be no material misstatement to the values
reported in the balance sheet as at 31%' March 2020.

Fair Value Hierarchy

Under IFRS 13 ‘Fair Value Measurement’ all Surplus Assets are valued at a fair value and the
highest and best use instead of on a previous existing use basis. As illustrated in Note 7, the
opening balance for Surplus Assets was £30.048m and the closing balance £40.697m.

The fair value hierarchy allows comparability and consistency in fair value measurements and
disclosures. The valuation of an asset will be classed at one of three levels depending on how
certain the information is.

e Level 1 uses quoted prices on an active market for an identical asset.

e Level 2 uses inputs other than quoted prices that are observable (directly or indirectly) for
the asset.

e Level 3 uses unobservable inputs for the asset.

Details of the Authority's surplus assets and information about the fair value hierarchy as at 31%
March 2020 are as follows:

Quoted prices Other Significant | Fair Value as
in active significant unobservable | at 31% March
2019/20 markets for observable inputs 2020
identical inputs
assets
Level 1 Level 2 Level 3

£000 £000 £000
Land

Building
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The comparable figures for 31%' March 2019 were:

Other
significant
observable
inputs

Quoted prices
in active
markets for
identical
assets

Level 1 Level 2 Level 3

£000 £000 £000

Significant | Fair Value as
unobservable | at 31 March

2018/19 inputs 2019

Land
Building

Total

Transfers between Levels of the Fair Value Hierarchy

There were no transfers between Levels 1, 2 and 3 during the year.

Valuation Techniques used to Determine Level 3 Fair Value for Surplus Assets

The fair value of the land and buildings has been based on the comparable method. Surplus
assets has therefore been categorised as Level 3 in the fair value hierarchy as the measurement
technique uses significant unobservable inputs to determine the fair value measurements.

Highest and Best Use of Surplus Assets

In estimating the fair value of the Authority's surplus assets, the highest and best use of the
properties reflects their current use.

Quantitative Information about fair Value Measurement of Surplus Assets using significant
Unobservable Inputs - Level 3

As at Valuation | Unobservable Range (weighted Sensitivity
31 March Technique inputs average used)
2020 Used to
Measure Fair
£000 Value
Land 35,611 Market Adjusted Rental range | Significant changes to
Approach, market c. £0.25 - £6.75 per the individual inputs
Income evidence of square foot e.g. rental tone,
Approach rental lettings vacancy levels and
and Cost and sales of Investment yields investment yields
Approach similar c. 6% - 10% could affect the
Building 5,086 properties and reported values
investment Land values
yields c.£35k - £1.1m per
hectares

Valuation Process for Surplus Assets

All surplus assets were valued as at 31% March 2020 in order to comply with IFRS 13 ‘Fair Value
Measurement’. Any asset that is classified as a surplus property within the year will be valued in
that year. All valuations are carried out externally, in accordance with the methodologies and
bases for estimation set out in the professional standards of the Royal Institution of Chartered
Surveyors.
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8. Investment Properties

The following items of income and expense have been accounted for in the Financing and
Investment Income and Expenditure line in the Comprehensive Income and Expenditure
Statement:

2018/19 2019/20
£000 £000

(260) | Rental income from investment property (1,785)
25 Direct operating expenses arising from investment property 1,057

(235) | Net (Gain) / Loss (728)

Fair Value Movements on Investment Properties

Total Income and Expenditure in relation to Investment
Properties and changes in their fair value

There are no restrictions on the Authority’s ability to realise the value inherent in its investment
property or on the Authority’s right to the remittance of income and the proceeds of disposal. The
Authority has no contractual obligations to purchase, construct or develop investment property or
repairs, maintenance or enhancement.

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

2018/19 2019/20
£000 £000
5,928 | Balance at start of the year 6,706

Additions:
0 Purchases 19,863
(37) Disposals (890)
15 Net gains / losses from fair value adjustments (7,678)
Transfers:
800 To / from Property, Plant and Equipment 12,767

6,706 | Balance at end of the year 30,768

Fair Value Hierarchy

Under IFRS 13 ‘Fair Value Measurement’ all Investment Assets are valued at a fair value and the
highest and best use instead of on a previous existing use basis. As shown in the table above, the
opening balance for Investment Assets was £6.706m and the closing balance £30.768m.

All the Council’s Investment Assets have been valued as Level 2 on the fair value hierarchy of
valuation as described in Note 7.
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Details of the Authority's investment assets and information about the fair value hierarchy as at
31% March 2020 are as follows:

Quoted prices Other Significant | Fair Value as
in active significant unobservable | at 31% March
2019/20 markets for observable inputs 2020
identical inputs
assets

Level 1 Level 2 Level 3

£000 £000 £000
Land 11,205

Building 19,563

The comparable figures for 315 March 2019 were:

Quoted prices Other Significant | Fair Value as
in active significant unobservable | at 31% March
2018/19 markets for observable inputs 2019
identical inputs
assets
Level 1 Level 2 Level 3

£000 £000 £000
Land

Building

Transfers between Levels of the Fair Value Hierarchy

There were no transfers between Levels 1, 2 and 3 during the year.

Valuation Techniques used to Determine Level 2 Fair Value for Surplus Assets

The fair value of the land and buildings has been based on the comparable method. Investment
assets has therefore been categorised as Level 2 in the fair value hierarchy as the measurement
technique uses significant unobservable inputs to determine the fair value measurements.

Highest and Best Use of Surplus Assets

In estimating the fair value of the Authority's surplus assets, the highest and best use of the
properties reflects their current use.
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Quantitative Information about fair Value Measurement of Surplus Assets using significant
Unobservable Inputs - Level 2

Land

Building

11,205

19,563

Valuation
Technique
Used to
Measure Fair
Value

Market
Approach,
Income
Approach
and Cost
Approach

Unobservable
inputs

Adjusted
market
evidence of
rental lettings
and sales of
similar
properties and
investment
yields

Range (weighted
average used)

Rental range
c.£0.25 - £6.75 per
square foot

Investment yields
c.6% - 10%

Land values
c.£35k - £2.15m per
hectare

Significant changes to
the individual inputs

vacancy levels and

Sensitivity

e.g. rental tone,

investment yields
could affect the
reported values

Valuation Process for Surplus Assets

All investment assets were valued as at 31 March 2020 in order to comply with IFRS 13 ‘Fair
Value Measurement’. Any asset that is classified as an investment property within the year will be
valued in that year. All valuations are carried out externally, in accordance with the methodologies
and bases for estimation set out in the professional standards of the Royal Institution of Chartered
Surveyors.
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9. Financial Instruments
Financial Instruments - Classifications

A financial instrument is a contract that gives rise to a financial asset of one entity and a financial
liability or equity instrument of another entity. Non-exchange transactions, such as those relating
to taxes, benefits 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:

¢ long-term loans from the Public Works Loan Board and commercial lenders;
e short-term loans from other local authorities;

e lease payables;

e Private Finance Initiative contracts detailed in Note 30, and;

e 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:

e 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;

- loans to other local authorities;

- loans made for service purposes;

- lease receivables, and;

- trade receivables for goods and services provided.

e Fair value through other comprehensive income (equity investments that the Council has
elected into this category) comprising:

- pooled bond/equity fund managed by an external fund manager held as strategic
investments and where there is no right to redeem the investment on demand, and;
- equity investments in companies held for service purposes.

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

- Property, equity and other funds managed by external fund managers held as
strategic investments;

Working for a together 70



“Nw
P

Cheshire E@

Council? Draft Statement of Accounts 2019/20

- money market funds, and;
- loans under housing assistance schemes where the cash flows are not solely
payments of principal and interest.

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.

Financial Instruments - Balances

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

31*March | 31% March 31*March | 31% March
2019 2019 | i ancial Liabilities 2020 2020
Long-Term Current Long-Term Current
£000 £000 £000 £000
Borrowings: 9(b)
(104,593) (55,560) | Financial Liabilities at Amortised Cost (85,402) (117,325)
(104,593) (55,560) | Total Borrowings* (85,402) (117,325)
Other Long-Term Liabilities:
(22,357) 0 | Private Finance Initiative Liabilities 30 (21,509) 0
(11,645) 0 | Other Long-Term Liabilities (6,304) 0
(1,726) 0 | Finance Lease Liabilities (1,059) 0
(35,728) 0 | Total Other Long-Term Liabilities (28,872) 0
Creditors:
0 (866) | Private Finance Initiative Liabilities 0 (848)
0 (661)| Finance Lease Liabilities 0 (668)
0 (53,136) | Financial Liabilities at Contract Amount 0 (60,410)
0 (54,663) Total Creditors** 0 (61,926)

(114,274) (179,251)

(110,223) | Total Financial Liabilities

* The total current borrowing includes £5.1m (2019: £8.6m) representing accrued interest and
principal repayments due within 12 months on long-term borrowing.

** The creditors lines on the Balance Sheet include £56.8m (2019: £42.9m) current creditors that
do not meet the definition of a financial liability as they relate to non-exchange transactions.
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The financial assets disclosed in the Balance Sheet are analysed across the following categories:

31°' March
2019

Long-Term
£000

3,170

(146)

9,005

10,629
22,658

6,548

1,031

31°* March
2019
Current
£000

4,141

(1)

98
4,244

(843)
14,100

13,257

24,499
693

Investments:
At Amortised Cost:
- Principal
- Accrued Interest

- Loss Allowance

At Fair Value Through Other Comprehensive
Income:

- Equity Investments Elected FVOCI
At Fair Value Through Profit and Loss:
- Fair Value
Total Investments
Cash and Cash Equivalents:
At Amortised Cost
At Fair Value Through Profit and Loss

Total Cash and Cash Equivalents

Debtors:
At Amortised Cost:
- Trade Receivables
- Lease Receivables
- Mortgages
At Fair Value Through Profit and Loss:

- Housing Loans

Total Debtors*

Total Financial Assets

9(a)

31° March
2020
Long-Term
£000

4,933

(237)

5,866

18,101
28,663

5,716

1,035

31° March
2020
Current
£000

125

(14)

94
214

14,557
15,500
30,057

25,077
711

* The debtors lines on the Balance Sheet include £41.1m (2019: £31.6m) short-term and £0.8m
(2019: £0.8m) long-term debtors that do not meet the definition of a financial asset as they relate
to non-exchange transactions.

Equity Instruments Elected to Fair Value Through Other Comprehensive Income

The Council has elected to account for the following investments in equity instruments at fair value
through other comprehensive income because they are long-term strategic holdings and changes
in their fair value are not considered to be part of the Council’s annual financial performance.
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31°' March 201819 | o ity Investment 31°' March 2019/20
2019 | Dividends | —a4'YY

2020 Dividends
£000 £000 £000 £000

Share Holdings:

3,880 0 - Alderley Park Limited 3,110 0

2,072 0 - Manchester Science Partnerships Limited 0 0
Pooled Funds:

3,053 0 - GM and Cheshire Life Sciences Fund 2,756 0

9,005 0 5,866 (1

During 2019/20 the shares in Manchester Science Partnerships Ltd were sold to one of the other
existing shareholders for £2,366,925 in order to realise a significant capital gain of £1,627,725
enabling the redirection of resources to other priorities of the Council.

Off-setting Financial Assets and Liabilities

The Council has a right to off-set those Barclays bank accounts in overdraft with those in credit
resulting in the net position being shown in the balance sheet. A net overdraft arises from timing
differences between payments and income recognised in the accounts and clearing through the
bank accounts. However, at 31 March 2020 all accounts were in credit.

31 March 31° March

2019 2020
£000 £000

Bank accounts in credit

Bank accounts in overdraft
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Financial Instruments - Gains and Losses

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

2018/19 2019/20

8 ’ s 9 45
= o B & O £53 .,
= 0 O 9N O = o O
88| 88| 889 853
- <o Lop ZToxg
S3 S| S5 T3S
e < B 2Co E>.o
®© O ®© O © O3 © = =
c E c E S 0m £ L2
L < > Lo
£000 £000
4,299 | Interest expense 4,666 0 0 0 4,666
22 | Loss on de-recognition 0 0 0 0 0
93 | Impairment losses 0 95 0 0 95
111 | Fees paid 3 0 0 0 3
4,525 | Interest Payable and Similar Charges 4,669 95 0 0 4,764
(263) | Interest income 0 (659) 0 (112) (771)
(347) | Dividend income 0 0 0 (5632) (532)
(610) | Interest and Investment Income 0 (659) 0 (644) | (1,303)
Net Impact on Surplus or (Deficit) on
3,915 Provision of Services 4,669 (564) 0 (644) 3,461
0 | Gains on Revaluation 0 0 0 0 0
0 Impact on Other Cor_nprehenswe 0 0 0 0 0
Income and Expenditure
3,915 | Net (Gain) / Loss for Year 4,669 (564) 0 (644) 3,461

Financial Instruments - Fair Values

Financial instruments, except those classified at amortised cost, are carried in the Balance Sheet
at fair value. For most assets, including 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 31%' March 2020,
using the following methods and assumptions:

e Shares in unlisted companies have been valued based on each company’s balance sheet
net assets adjusted for minority interest.

Financial instruments classified at amortised cost 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 31 March 2020, using the following methods and assumptions:

e Loans to companies are either interest free and have been recognised in the balance sheet
at their discounted value based on appropriate market rates of interest or are already
recognised at market rates.
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The loan to the Life Sciences Fund is interest free with the expectation of generating future
returns. The loan value has been adjusted to reflect changes in the valuation of previous
years investments shown in their Balance Sheet as at 31%' March.

Bank deposits and investments with Government bodies have been discounted at the
market rates for similar instruments with similar remaining terms to maturity on 31% March.

No future early repayment or impairment is recognised for any financial instrument. Any
known or anticipated loan impairments have already been recognised in the balance sheet.

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 value of “Lender Option Borrower Option” (LOBO) loans have been increased by the
value of the embedded options. Lenders’ options to propose an increase to the interest rate
on the loan have been valued according to a proprietary model for Bermudan cancellable
swaps. Borrowers’ contingent options to accept the increased rate or repay the loan have
been valued at zero on the assumption that lenders will only exercise their options when
market rates have risen above the contractual loan rate.

Temporary Borrowings consist of loans taken out prior to 1% April 2020 with maturity dates
in the new year and beyond. Their purpose was to cover known shortfalls in cash over this
period resulting in the main from the continuation of capital expenditure not financed by
long term borrowing. The Fair Value of temporary borrowings is based on interest rates on
similar instruments. This is the same model as used for Financial Assets — Deposits.

Other Long Term Liabilities represents the Growing Places Fund which is held on behalf of
Cheshire & Warrington Local Enterprise Partnership. There is no specified timescale for
holding this fund and no interest is charged so the fair value has been assessed as equal to
the carrying value.

The fair values of finance lease assets and liabilities, and of PFI scheme liabilities, have
been calculated by discounting the contractual cash flows (excluding service charge
elements) at the appropriate AA-rated corporate bond yield.

The fair value of short-term instruments, including trade payables and receivables, is
assumed to approximate to the carrying amount.

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

75

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 credit worthiness.
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As at Valuation Technique Unobservable inputs Sensitivity
Type of 31 March Used to Measure Fair
Instrument 2020 Value
E3(0[0]0]
Shares in 3,110 | Net Assets based on last | Minority Interest based | Shareholder Agreement gives first sale
unlisted audited accounts as at on Shareholder | option to other shareholders. Sale price
companies 30/09/2019 Agreements and | could vary if this option is not taken and
original purchase shares sold on open market

31 March | 31° March 31 March | 31° March
2019 2019 i 2020 2020

Balance Fair Value | FINANCIAL ASSETS Balance Fair Value
Sheet Sheet
£000 £000 £000 £000

Loans and Receivables at Amortised Cost

3,170 3,170 | Loans to Companies 2 5,064 5,064
0 0 | Investments with Banks 2 2 2
4,000 4,000 | Investments with Government Bodies 2 0 0

Investments at Fair Value Through Profit & Loss

8,086 8,086 | Property Fund 1 7,799 7,799
2,630 2,630 | Managed Funds 1 10,388 10,388
10 10 | Money Market Funds 1 8 8

Investments at Fair Value Through Other
Comprehensive Income

3,054 3,054 | Life Sciences Fund 2 2,756 2,756
5,952 5,952 | Shares in Unlisted Companies 3 3,110 3,110

Other Loans and Receivables

7,241 5,489 | Lease Receivables 2 6,427 4,354
1,031 1,031 | Other Soft Loans 2 1,035 1,035
13,257 13,257 | Cash and Cash Equivalents - 30,057 30,057

Financial Assets Carried at Contract Amounts

6 6 | Mortgages - 6 6
24,499 24,499 | Trade Receivables 25,077 25,077

72,936 71,184 | TOTAL ASSETS - 91,729 89,656
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31% March | 31% March 31 March | 31% March
2019 2019 2020 2020
Balance Fair Value | FINANCIAL LIABILITIES Balance Fair Value
Sheet Sheet
£000 £000 £000 £000
Borrowings
(71,656) (95,481) | Long Term Loans — PWLB 2 (65,638) (90,429)
(17,810) (25,930) | Long Term Loans — LOBO 2 (17,796) (26,641)
(3,520) (3,461) | Other Long Term Loans 2 (2,050) (2,016)
(67,167) (67,167) | Temporary Borrowings 2 (117,243) (117,312)
Other Long-Term Liabilities
(22,357) (31,240) | Private Finance Initiative Liabilities 2 (21,509) (28,145)
(11,645) (11,645) | Other Long-Term Liabilities - (6,304) (6,304)
(1,726) (2,265) | Finance Lease Liabilities 2 (1,059) (1,502)
Creditors
(866) (2,297) | Private Finance Initiative Liabilities - (848) (2,202)
(661) (738) | Finance Lease Liabilities 2 (668) (730)
(53,136) (53,136) | Financial Liabilities at Contract Amount (60,410) (60,410)

The fair value of financial liabilities is higher than their balance sheet value because the Council
has fixed rate long term loans within its portfolio which are higher than the current rates available
for similar loans as at the balance sheet date.

9(a) Investments
Long Term Investments at 31% March were as follows:

31°' March 2020

31° March 2019

£000 £000
Investments at Amortised Cost:

1,290 | Alderley Park Holdings Limited 1,348

1,213 | Cheshire Green Employment Park Limited 2,891

520 | Everybody Sport and Recreation Limited 457
Investments at Fair Value through Profit and Loss:

7,999 | CCLA Property Fund 7,713

2,630 | Kames Multi Asset Income Fund 4,239

0 | Schroders Income Maximiser Fund 1,742

0 | Fidelity Global Enhanced income Fund 3,520

0 | M&G Corporate Bond Fund 887

Investments at Fair Value through Other
Comprehensive Income:

3,054 | GM and Cheshire Life Sciences Fund 2,756
3,880 | Alderley Park Holdings Limited Shares 3,110
2,072 | Manchester Science Partnerships Limited Shares 0

m Total Long-Term Investments 28,663
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Short Term Investments at 315t March were as follows:

31° March 2019 31°' March 2020
£000 £000

Investments at Amortised Cost:
4,000 | West Yorkshire Police and Crime Commissioner 0

147 | Other 120
Investments at Fair Value through Profit and Loss:
87 | CCLA Property Fund 86
10 | Other 8

Short Term Investments represent all invested funds which are not immediately convertible to
cash on 31% March 2020 but where repayment is expected before 31% March 2021. All
investments are in sterling and were made in accordance with the Council’s Treasury
Management Strategy.

The general policy objective of the Council was the prudent investment of its treasury balances.
The Council’s investment priorities are the security of capital and liquidity of its investments which
take priority over yield. During 2019/20 the emphasis was on short term borrowing rather than
investments due to reducing cash balances. Investments in managed funds were increased from
£10m to £20m. These are strategic in nature and expected to deliver higher returns over the next
few years although the underlying fund valuations can vary significantly.

9(b) Borrowing — Financial Liabilities at Amortised Cost
The amounts and maturity profile of borrowings are as follows:

Lender

Total 2018/19 | Debt Maturity fublic Torke Other |  Total 2019/20
£000 £000 £000 £000

Short Term Borrowing
55,560 | Within the next financial year 4,254 113,071 117,325
| s ooy | _tas| o |__iws
Long Term Borrowing
24,175 | 1-2years 1,000 5,640 6,640
2,632 | 2-5years 250 742 992
2,543 | 5-10years 7,629 0 7,629
21,310 | 10— 15 years 18,259 0 18,259
2,034 | 15—20 years 0 0 0
7,629 | 20 - 25 years 7,629 0 7,629
13,678 | 25— 30 years 1,187 12,477 13,664
30,592 | More than 30 years 25,430 5,159 30,589

104,593 | Total Long Term Borrowing

160,153 | Total Borrowing 137,089 202,727
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9(c) Financial Instruments - Risks

The Council complies with CIPFA’s Code of Practice on Treasury Management and Prudential
Code for Capital Finance in Local Authorities, both revised in December 2017. The identification,
understanding and management of risk are, by necessity, a major part of the Council’s treasury
management activities. The key risks are liquidity risk, market risk and credit risk, and these are
managed by the Council through the Treasury Management Strategy Statement referred to in the
Accounting Policies.

Liquidity Risk

This is the risk that the Council will not have sufficient cash resources to meet its obligations to its
creditors and employees as they fall due for payment. The Council forecasts and manages its
cash flow on a daily basis with liquidity of cash prioritised ahead of yield. Being a Local Authority,
the Council is able to raise loans from the Public Works Loan Board (PWLB). Consequently, it is
highly unlikely that the Council will be unable to raise new or replacement loans, or that it will be
unable to raise new loans at a cost that is linked to the cost of Central Government borrowing.

The Council has £17m of “Lender’s option, borrower’s option” (LOBO) loans where the lender has
the option to propose an increase in the rate payable; the Council will then have the option to
accept the new rate or repay the loan without penalty. The LOBO loans that we hold have a break
clause every six months but due to current low interest rates, it is unlikely that the lender will
exercise its option. If it did the Council is likely to repay these loans.

Current
Lender Amount Interest Rate | Maturity Date | Lender Option dates
Dexia Credit Local £5,000,000 4.5% 11/02/2043 August / February
Dexia Credit Local £7,000,000 4.5% 12/02/2043 August / February
Dexia Credit Local £5,000,000 4.95% 25/08/2054 November / May
Market Risk

This is the risk that, due to movement in interest rates, the Council will not achieve good value
from its investments or the raising of long term loans. To mitigate this risk, consideration is given
to interest rate forecasts and the likely effects on borrowing and investment rates for the next two
to three years. The Council uses this information in addition to its forecast of cash flows as part of
its treasury strategy to determine the timing and the maturity period of new investments and
borrowings. Market risk is considered in conjunction with credit and liquidity risk. The policy over
the last year was to fund any borrowing requirement on a short term basis to take advantage of
low short term borrowing costs. The Council will keep this position under review in 2020/21 as
increasing borrowing requirements and future economic uncertainties may mean some longer
term borrowing would be prudent to mitigate long term market and liquidity risks.

In addition to investments/deposits which are based on interest rate returns, the Council also has
investments in a variety of funds, the prices of which can vary dependent on the valuation of the
underlying assets. The intention is that, over time and despite fluctuations, the price of these funds
and, therefore, the value of the investments will increase. In addition, all funds pay out dividends
providing an on-going return from the investments. These funds have been classified as Fair
Value through Profit and Loss but subject to a statutory accounting override so any fall (or rise) in
value would have no impact on the General Fund until the investment was sold or the statutory
override period expires. An additional £10m was invested in these funds in 2019/20 but as a result
of revaluations arising from the Coronavirus measures these funds are currently valued lower than
the original investments.
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A fall of 5% in commercial property prices would reduce the fair value of the property fund by
£386,000 and a fall of 5% across all other asset classes would reduce the fair value of the other
funds by £520,000.

The impact of market risk is demonstrated by looking at the effect on the accounts if interest rates
were 1% higher at 31%' March 2020 and through the whole of 2019/20 assuming all other
circumstances were the same.

Effect on Accounts of 1% Increase in Interest Rates £000

Increase in interest payable on variable rate borrowings 663
Increase in interest receivable (581)
Decrease in Fair Value of equity instruments elected through other 0
comprehensive income

Net Impact on Comprehensive Income and Expenditure Statement 82
Reduction in the Fair Value of fixed rate borrowing (15,398)
Reduction in the Fair Value of loans and receivables (investments) 0

Credit Risk

This is the risk that the Council will not be repaid in full when it invests money in banks and other
financial institutions (counterparties). Credit risk is being reduced by falling cash balances as a
result of continuing capital expenditure and not re-financing maturing long term borrowing.
Remaining cash balances are invested with suitable counterparties in line with the Council’s
Treasury Management Strategy where security of capital and liquidity is prioritised over yield and
the type of investment selected by reference to credit ratings and a number of other market
indicators.

The Council also has investments in shares, funds and loans for service purposes which are non-
treasury investments but covered by the Councils’ Investment Strategy. The Council adopted the
IFRS 9 Financial Instruments accounting standard with effect from 1% April 2018 which has
resulted in the Council recognising the potential impairment of financial assets by calculating an
expected credit loss. This will be adjusted or reversed in future years as each loan progresses.
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Allowance for Balance Sheet
Initial Fair Value Expected Credit Fair Value
Losses 31°% March 2019

Treasury Investments:

Bank Deposits 11,052 (13) 11,039
Money Market Funds — AAA Rated 15,508 0 15,508
Managed Investments:
Property Fund - unrated 7,799 0 7,799
Other Funds - unrated 10,388 0 10,388
Non Treasury Investments:
Shareholdings and interest in other companies 3,110 0 3,110
Partnership Pooled Investment Fund 2,757 0 2,757
Loans to associated companies 5,064 (237) 4,827
Debtors:
Trade Debtors 14,385 (5,730) 8,655
Other Debtors 10,692 (4,413) 6,279

TOTAL 80,755 (10,393) 70,362

The Council generally allows its trade debtors credit of one month. Of the £14.4m invoiced income
outstanding from trade debtors, £9.8m is past its due date for payment. This is analysed by age
below:

Age of Invoiced Debt Gro£sI: Impairmg:: ';ﬁ:
Less than 3 months overdue 3.9 0.6 3.3
3 to 6 months overdue 1.1 0.4 0.7
6 months to 1 year overdue 1.5 1.5 0
More than 1 year overdue 3.3 3.3 0
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10. Debtors

Current Debtors (short term - less than one year)

This note provides details of the Council’s current debt position as at 31%' March 2020. These are
assets valued at the contractual amount initially agreed and then adjusted for impairments
(provision for bad and doubtful debt) if it is deemed that there is a risk that the full amount cannot
be recovered.

The Council's current debtors, due within 12 months, are summarised as follows:

31°' March 2019 31°' March 2020
£000 £000

Central Government bodies
Other local authorities
NHS bodies

Other entities and individuals

Total Current Debtors

Provision for Irrecoverable Debt (included in the above)

31% March 2019 31% March 2020
£000 £000

(10) | Central Government bodies (20)

(3) | Other local authorities (1)

(8) | NHS Bodies (8)

(6,290) | Council Tax and Business Rates (6,979)

(10,323) | Other sundry debts (10,114)

(16,634) | Total Provision for Irrecoverable Debt (17,122)
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11. Cash and Cash Equivalents

The balance of Cash and Cash Equivalents is made up of the following elements:

31°* March 2019

£000

31°* March 2020
£000

34 | Cash held by the Council 34
14,100 | Instant access investments 26,550
0 | Bank current accounts — Barclays Bank 3,213

639 | Bank Current Accounts — Schools 260
14,773 | Current Assets — Cash & Cash Equivalents 30,057
(1,516) | Bank current accounts — Barclays Bank 0
(1,516) | Current Liabilities — Cash & Cash Equivalents 0

13,257 | Total Cash and Cash Equivalents 30,057

12. Creditors

Current Creditors (Short Term - less than 1 year)

This note provides details of the Council’s current creditor position as at 31% March 2020.

31°* March 2019

31°* March 2020

£000 £000
(20,048) Central Government bodies (30,146)
(8,427) Other local authorities (12,119)
(4,603) NHS bodies — Foundation Trusts, Clinical Commissioning (5,287)
Groups and other
(4) Public corporations and trading funds 0
(64,515) Other entities and individuals (69,639)

(97,597) Total Current Creditors (117,191)
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13. Provisions

The Council will hold a provision when it has identified a liability as a result of its past actions or
decisions but where it cannot quantify the precise costs or timing of the probable payment. The
provision ensures that the costs are recognised as near as possible to the time the liability was
incurred, should the actual costs differ from those estimated the net difference will be charged to
the Income and Expenditure Statement in the year any difference is identified.

Short term provisions (< 1 year)

otal Short-term

Retention Scheme
rovisions

Business Rates
2 alteration of lists

Better Care Fund

Other provisions

Insurance —
2 Cheshire County

=8 S Council

»
0
i
(O]

S
€4
3 2
£0
£0

S Council
h

8T

SP

Balance at 1** April 2019 0 (7,881)
Additional provisions made in 2019/20 (1,112) (14,180)
Amounts used in 2019/20 10,656

Unused amounts reversed in 2019/20 0

Balance at 31° March 2020 (1,112) (108) (9,938) (247) (11,405)

The Insurance Provisions for Cheshire East Council and the former Cheshire County Council have
been made to meet known and anticipated liabilities on claims under the Council’s insurance
arrangements. The values of these provisions reflect actuarial advice and experience of claims
history and are adjusted on an annual basis as appropriate.

The Business Rates Retention Scheme alteration of lists and appeals provision, represents the
risk to the Council of possible successful business rates appeals. In April 2013 the new Business
Rates Retention Scheme was introduced to replace the previous National Pooling System for
business rates. The Council must share the risks and rewards associated with the collection of
business rates with Central Government (50%) and the Cheshire Fire Service (1%). The provision
of £9.94m represents the Council’s 49% share of the total risk of £20.28m.

The Better Care Fund (BCF) provision is held to invest in improving outcomes locally in Cheshire
East in respect of the four nationally agreed BCF metrics. The deployment of the provision will be
agreed with Health partners within the BCF governance group.

Other provisions include The Community Grant Award and Contaminated Land. The balances of

these provisions at 31 March 2020 are £198,623 and £48,000 respectively. Neighbourhood
Planning (£30,000) has been utilised in year.
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Long term provisions (> 1 year)

Insurance —
Cheshire East
Insurance —

I Cheshire

S County Council
Closed
Landfill Sites
Other
Provisions
Total Long-
Term
Provisions

52
(=]
(=}
(=}
™
(=]
(=]
(=]
15e]
(=]
(=}
o

Balance at 1% April 2019 (3,494) (4,873)
Additional provisions made in 2019/20 (2,409) (3,005)
Amounts used in 2019/20 2,592 2,979

Unused amounts reversed in 2019/20 0

Balance at 31 March 2020

The Highways Scheme provision will cover the potential costs in relation to Handforth by pass.
The provision has now been reclassed as long term.

The Closed Landfill Sites provision is held as a result of the Council having ongoing responsibility
for the costs of closed landfill sites. After care costs include site maintenance/monitoring, gas
management and leachate (liquid waste) management. The average outstanding liability period
for the five sites identified within Cheshire East is 30 years.

Other Provisions include The Asset Recovery Scheme and The Penalty Charge Notice. The
balances of these provisions at 31 March 2020 are £135,996 and £27,263 respectively.

14. Usable Reserves

This note lists those reserves that contain resources that the Council can apply to the provision of
services, either by incurring expenses or undertaking capital investment; whether or not there are
particular restrictions on exactly what the resources can be applied to. Relevant reserves include
the Capital Reserve, Capital Grants Unapplied Account, General Fund balance and any
earmarked reserves under the General Fund umbrella.

Movements in the Council’s usable reserves are detailed in the Movement in Reserves Statement,
the Notes on Adjustments between Accounting Basis and Funding Basis under Regulations (Note
2), and Transfers to / from Earmarked Reserves (Note 3).

14(a) General Fund Reserve — Borough Fund

The Borough Fund is the main fund of the Council to which all revenue receipts are credited and
from which all revenue liabilities are discharged; all such transactions are recorded in the
Council’'s Comprehensive Income and Expenditure Statement. The balance on the reserve at 31°
March 2020 was £10.3m.
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14(b) Capital Grants Unapplied

The Capital Grants Unapplied Account contains capital grants and contributions where no
conditions remain. The grant income has been recognised through the Comprehensive Income
and Expenditure Account, but the expenditure to be financed from that grant or contribution has
not been incurred by 31%' March 2020.

As at 31 March 2020 the closing balance on the Capital Grants Unapplied Account was £47.2m.

2018/19 . : 2019/20
£000 Capital Grants Unapplied £000

Opening Balance at 15t April

Capital Expenditure met from prior years unapplied grants
Grants received during 2019/20 but not applied

Closing Balance at 31° March

14(c) Reserves and Balances Held by Schools under Delegated Schemes

The funding framework for schools is laid down in the Schools Standards and Framework Act
1998. Unspent budgets that have been delegated remain at the disposal of the school, even
though they are still reserves held by the Council. In effect, these unspent balances represent a
special form of reserve that is not available to the Council to use; it is a statutory earmarked
reserve. As at 31% March 2020, the accumulated underspend on schools’ budgets was £4.565m
(£5.557m at 31" March 2019). Details on the movements are provided in Note 3 (Transfers to /

from Earmarked Reserves).
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15. Unusable Reserves
15(a) Revaluation Reserve

The Revaluation Reserve contains the gains made by the Authority arising from increases in the
value of its Property, Plant and Equipment and Intangible Assets. The balance is reduced when
assets with accumulated gains are:

¢ revalued downwards or impaired and the gains are lost;
e used in the provision of services and the gains are consumed through depreciation; or
e disposed of and the gains are realised.

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

(r:sqt;é:;iz Revaluation Reserve 2°1£9£g
227,985 Opening Balance at 1% April 216,105
16,833 Upward revaluation of assets 84,443
(6,619) Downward revaluation of assets and impairment losses not charged to the Surplus / Deficit (53,820)

on the Provision of Services

Surplus or Deficit on revaluation of non-current assets not posted to the Surplus or

10,214 Deficit on the Provision of Services 30,623
(7,522) | Difference between fair value depreciation and historical cost depreciation (7,391)
(14,572) | Accumulated gains on assets sold or scrapped (7,160)
(22,094) | Amount written-off to the Capital Adjustment Account (14,551)
216,105 Total Unusable Reserves 232,177

15(b) 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 enhancement as depreciation, impairment
losses and amortisations are charged to the Comprehensive Income and Expenditure Statement
(with reconciling postings from the Revaluation Reserve to convert fair value figures to a historical
cost basis). The Account is credited with the amounts set aside by the Council as finance for the
costs of acquisition, construction and enhancement.

The Account contains accumulated gains and losses on Investment Properties and gains
recognised on donated assets that have yet to be consumed by the Council.

The Account also contains revaluation gains accumulated on Property, Plant and Equipment
before 1% April 2007, the date that the Revaluation Reserve was created to hold such gains. Note
2 provides details of the source of all the transactions posted to the Account, apart from those
involving the Revaluation Reserve.
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2018/19

(restated)
£000

419,988

(37,185)
652
(54)
(296)
(15,430)

(10,040)
(29,047)

22,094

7,337
60,095
9,204

2,563
155

15

430,051

Capital Adjustment Account

Opening Balance at 15 April

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

» Charges for depreciation and impairment of non-current assets

» Revaluation Gains/(losses) and Impairment on Property, Plant and Equipment
* Revaluation losses and Impairment on Investments

» Amortisation of intangible assets

* Revenue expenditure funded from capital under statute

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

» Amounts of non-current assets written-off as a loss of control of an Entity to the
Comprehensive Income and Expenditure Statement

Adjusting amounts written out of the Revaluation Reserve
Capital financing applied in the year:

» Use of the Capital Receipts Reserve to finance new capital expenditure

+ Capital grants and contributions credited to Comprehensive Income and Expenditure
Statement that have been applied to capital financing

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

» Capital expenditure charged against the General Fund

» Reversal of Prior Years Cost of Disposal Expenditure Transferred back to the General
Fund

Movements in the market value of Investment Properties debited or credited to the
Comprehensive Income and Expenditure Statement

Closing Balance at 31 March

15(c) Pensions Reserve

2019/20
£000

430,051

(41,409)
(2,297)
(8)
(184)
(14,595)

(10,905)
(6,861)

14,549

10,457
65,259

10,629
1,597
0

(7,678)

448,605

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 credit balance on the Pensions Reserve 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. Further information is provided in Note 26.

2018/19
£000

(407,568)
(86,912)
(56,158)

21,691
13,797

Pensions Reserve

Opening Balance at 13t April

Remeasurement gains / (losses) on pensions assets and liabilities

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

Employer’s pension contributions and direct payments to pensioners payable in the year
Upfront Deficit Contribution adjustment

2019/20
£000

(515,149)
181,644
(61,511)

39,411
0

m Closing Balance at 31 March (355,605)
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16. Cash Flow Statement - Operating Activities

£000 £000
The cash flows for operating activities include the following items:
1,375 Interest received 2,092
(4,275) | Interest paid (4,322)
The surplus or (deficit) on the provision of services has been adjusted for the
following non cash movements:
37,185 Depreciation 41,409
(652) | Impairment and downward valuations 2,297
296 Amortisation 184
19,788 Increase / (decrease) in creditors 18,622
1,263 Increase / (decrease) in debtors (5,470)
(8) | Increase / (decrease) in inventories 38
37,748 Movement in pension liability 22,100
39,087 dC:rrerzl:?é;n?sn;gunt of non current assets and non current assets held for sale, sold or 17,766
(462) | Other non cash items charged to the net surplus or (deficit) on the provision of services 20,079
134,245 117,025
The surplus or (deficit) on the provision of services has been adjusted for the
following items that are investing and financing activities:
0 Proceeds from shoﬂ-tgrm (not cons_idered tg be cggh equivalents) and Iopg-tgrm (295)
investments (includes investments in associates, joint ventures and subsidiaries)
(6,288) il?]::(r:]t;iegjl: ;rgsr’r:att:e sale of property, plant and equipment, investment property and (10,436)
Any other items for which the cash effects are investing or financing cash flows:
(14,400) | Department For Transport - Congleton Relief Road (26,375)
(12,161) | Local transport grant (12,147)
(10,175) | Local growth fund 1,766
(9,484) | Basic needs capital grant (5,292)
(6,209) | SEMMMS relief road (1,788)
(5,442) | Department For Transport - Pot Hole Action Fund 0
(18,099) | Other capital grants (21,404)
(82,258) (75,971)
89 Working for a together
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17. Cash Flow Statement - Investing Activities

2018/19
£000

(97,300)
(57,946)
(264)

8,010

63,142

76,455

Purchase of property, plant and equipment, investment property and intangible assets
Purchase of short-term and long- term investments
Other paymen