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Merthyr Tydfil County Borough Council Statement of Accounts 2020/21

NARRATIVE REPORT

Introduction

Located in the Heads of the Valleys, within the Cardiff Capital Region, Merthyr Tydfil County Borough
is the smallest Welsh local authority, with a population of circa 59,000 and an area of approximately
11,000 hectares of which 2,300 hectares lies within the Brecon Beacons National Park.

Neighbouring Local Authorities are Rhondda Cynon Taf County Borough Council (west and south-
west), Caerphilly County Borough Council (east and south-east) and Powys County Council (north).
The A470 (north-south) and A465 (east-west) meet to the north-west of Merthyr Tydfil and are the
County Borough’s major roads.

The County Borough has rich geology and a mixture of quality habitats influenced by its industrial past.
Having been the most productive centre of iron making in the world the County Borough has profound
historic and cultural significance.

The main town of Merthyr Tydfil lies approximately 20 miles north of Cardiff and is the main retail and
service centre in the Heads of the Valleys fulfilling a key strategic role.

Organisational Structure

The Council consists of 33 Elected Members representing 11 electoral divisions with the political
balance at 315 March 2021 being 18 Independent Members and 15 Labour Members. Full Council has
responsibility for approving and adopting the Authority’s Budget and policy framework, that is the plans,
schemes and strategies.

The Cabinet is responsible for taking most of the major decisions but they must be in line with the
Council’s overall policies and Budget. The Cabinet consists of 6 Cabinet Members led by the Leader of
the Council as Chair who also has responsibility for the Portfolio for Learning. During the year Cabinet
Portfolios were revised to the following:

Learning

Social Services

Neighbourhood Services, Planning and Countryside
Regeneration, Transformation and Commercialisation
Housing and Public Protection

Governance and Corporate Services

O O O O O O

The services falling under the remit of the Cabinet Members for ‘Learning’ and ‘Social Services’ are
included within the ‘People and Performance’ descriptor disclosed within the Comprehensive Income
and Expenditure Statement.

The services falling under the remit of the Cabinet Members for ‘Neighbourhood Services, Planning
and Countryside’, ‘Regeneration, Transformation and Commercialisation’, ‘Housing and Public
Protection’ and ‘Governance and Corporate Services’ are included within the ‘Place and
Transformation’ descriptor disclosed within the Comprehensive Income and Expenditure Statement.

Scrutiny Committees and Audit Committee provide a further degree of challenge and scrutiny.
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Elected Members are supported by the Council’s Corporate Management Team led by the Chief
Executive and Deputy Chief Executive and comprising of the following Chief Officers:

o Chief Officer for Learning — supporting the Cabinet Member for Learning and responsible for
schools and education

o Chief Officer for Social Services — supporting the Cabinet Member for Social Services and
responsible for children’s services, adult services, safeguarding and youth services

o Chief Officer for Planning and Neighbourhood Services — supporting the Cabinet Member for
Neighbourhood Services, Planning and Countryside and responsible for refuse and waste,
highways and engineering, corporate property, planning and countryside, bereavement
services, grounds maintenance, street cleansing and fleet management

o Chief Officer for Community Regeneration — supporting the Cabinet Member for Regeneration,
Transformation and Commercialisation together with the Cabinet Member for Housing and
Public Protection and responsible for community regeneration, employability and worklessness,
housing and public protection

In addition, the Cabinet Member for Governance and Corporate Services is supported by a number of
senior officers who also attend Corporate Management Team, namely Chief Finance Officer, Head of
Legal and Democratic Services, Head of Corporate Services, Head of Human Resources and Head of
Corporate Communications.

Corporate Wellbeing Objectives

The Council’s Medium Term Financial Plan 2021/22 to 2024/25 approved by Council on 3" March 2021
was determined having regard to the Well-being of Future Generations (Wales) Act 2015. The Act
embraces seven wellbeing goals:

A prosperous Wales

A resilient Wales

A healthier Wales

A more equal Wales

A Wales of cohesive communities

A Wales of vibrant culture and thriving Welsh Language
A globally responsible Wales

NoosrwdhE

In setting its Wellbeing Objectives the Council must demonstrate how it has applied the sustainable
development principles in aligning with the 5 ways of working of involvement, collaboration, integration,
prevention and long-term.

Under the Wellbeing of Future Generations (Wales) Act 2015 the Council is required to fulfil its statutory
duty and publish a ‘Statement of Wellbeing’ and ‘Focus on the Future Plan’. These documents were
approved by the Council of 171" April 2019 with the ‘Statement of Wellbeing’ setting out the Council’'s
local Wellbeing Objectives for the community over the five year period 2017 to 2022, and the ‘Focus on
the Future Plan’ detailing how and what the Council will do to achieve the Wellbeing Objectives. The
Council’s local Wellbeing Objectives are:

1. Best Start to Life — children and young people get the best start to life and are equipped with
the skills they need to be successful learners and confident individuals
2. Working Life — people feel supported to develop the skills required to meet the needs of
businesses, with a developing, safe infrastructure that establishes Merthyr Tydfil as an attractive
destination
2
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3. Environmental Wellbeing — communities protect, enhance and promote our environment and
countryside

4. Living Well — people are empowered to live independently within their communities, where they
are safe and enjoy good physical and mental health

Council of 21t April 2021 approved both the ‘Statement of Wellbeing’ and ‘Focus on the Future:
Wellbeing in our Community’ documents, re-affirming the 4 local wellbeing objectives for the 5 year
period 2017 to 2022.

Performance Against Wellbeing Objectives

The Council’s Annual Performance report for 2019/20 was approved through delegated authority by the
Chief Executive and reported 30" October 2020 under ‘Delegated Decisions’. The following judgements
against wellbeing objectives were reported:

Best Start to Life — unsatisfactory
Working Life — adequate
Environmental Wellbeing — adequate
Living Well — adequate

O O O O

Based on the judgements identified in the four wellbeing themes the overall judgement was adequate
where strengths outweigh weaknesses, but important aspects require improvement.

The Council’s Annual Performance report for 2020/21 is planned to be presented to full Council in
October 2021. During 2020/21 however an update on performance for all four wellbeing themes was
reported to the Transformation, Commercialisation and Corporate Centre Scrutiny Committee outlining
the current position for each theme based on a set of key performance indicators and targets for
improvement. These reports are detailed below and can be accessed from the Council’'s website at
www.merthyr.gov.uk.

Environmental Wellbeing — Committee Date 13" October 2020
Living Well — Committee Date 24" November 2020

Working Life — Committee Date 12" January 2021

Best Start to Life — Committee Date 9™ February 2021

O O O O

Core Financial Statements

This document presents the Statement of Accounts for Merthyr Tydfil County Borough Council for the
financial year ended 315 March 2021. It has been prepared in accordance with the Code of Practice on
Local Authority Accounting in the United Kingdom 2020/21.

The financial statements — accompanied by a Statement of Responsibilities, Independent Auditor's
Report, and explanatory notes — are set out on pages 24 to 101, and comprise:

Expenditure and Funding Analysis

The Expenditure and Funding Analysis shows how annual expenditure is used and funded from
resources (government grants, rents, council tax and Business rates) by local authorities in comparison
with those resources consumed or earned by authorities in accordance with generally accepted
accounting practices. It 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.

3
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Comprehensive Income and Expenditure Statement

This statement is fundamental to the understanding of a local authority’s activities, in that it reports the
net cost for the year of all the functions for which the authority is responsible, and demonstrates how
that cost has been financed from general government grants and income from local taxpayers. It brings
together expenditure and income relating to all of the local authority’s functions. It shows the accounting
cost in the year of providing services in accordance with generally accepted accounting practices.

Movement in Reserves Statement

The Movement in Reserves Statement shows the movement from the start of the year to the end on
different reserves held by the Authority, analysed into ‘usable reserves’ (i.e. those that can be applied
to fund expenditure or reduce local taxation) and other ‘unusable reserves’. The Statement shows how
the movements in year of the authority’s reserves are broken down between gains and losses incurred
in accordance with generally accepted accounting practices and the statutory adjustments required to
return to the amounts chargeable to council tax (or rents) for the year. The Net Increase/Decrease line
shows the statutory General Fund Balance movements in the year following those adjustments.

Balance Sheet

This statement is fundamental to the understanding of the Authority's financial position at the Balance
Sheet date as it shows the value of the assets and liabilities recognised by the Authority. The net assets
of the Authority (assets less liabilities) are matched by the reserves held by the Authority. Reserves are
reported in two categories:

o Usable Reserves — reserves that the Authority may use to provide services, subject to the need
to maintain a prudent level of reserves and any statutory limitations on their use, for example
the Capital Receipts Reserve may only be used to fund capital expenditure or repay debt.

e Unusable Reserves — reserves that the Authority is not able to use to provide services. This
includes reserves that hold unrealised gains and losses, for example the Revaluation Reserve,
where amounts would only become available to provide services if the assets are sold, and
reserves that hold timing differences shown in the Movement in Reserves Statement.

Cash Flow Statement

This statement summarises the inflows and the outflows of cash arising from transactions with third
parties for revenue and capital purposes. It shows the changes in cash and cash equivalents of the
Authority during the reporting period. The statement shows how the Authority generates and uses cash
and cash equivalents by classifying cash flows as operating, investing and financing activities.

Financial Performance 2020/21

The Authority is structured in three Directorates:

o People and Performance
e Places and Transformation
e Corporate Costs

Services areas included within these Directorates can be seen in the Revenue Outturn to Budget
Section of this Narrative Report.

The following illustrations show, in broad terms, the Authority’s revenue activities for the financial year
ended 31° March 2021, that is, where the money comes from and what it is spent on.

4



Merthyr Tydfil County Borough Council Statement of Accounts 2020/21

Where the Money Comes From

£'000 %
Government Grants 131,249 69
Rents and Charges 8,738 5
Council Tax Payers 24,755 13
National Non Domestic Rates 18,582 10
Other Income 5,739 3
Total 189,063 100

The largest single item is Government Grants which provides 69% of the total, whereas 5%
comes from the services provided through rents, fees and charges. Council Tax income accounts for
only 13% of the total income.

Where the Money Comes From

B Government Grants

B Rents and Charges

Council Tax Payers

M National Non Domestic
Rates

® Other Income

What the Money is Spent On

£'000 %
Employee Costs 79,032 44
Running Expenses 90,475 50
Capital Financing Costs 6,629 4
Levies 3,111 2
Total 179,247 100




Merthyr Tydfil County Borough Council Statement of Accounts 2020/21

What the Money is Spent On

4% 2%

B Employee Costs
M Running Expenses
i Capital Financing Costs

M Levies

Running expenses such as maintaining buildings, operating vehicles and purchases of supplies and
services comprises 50% of the total expenditure, whilst expenditure attributable to employees totals

44%.

The Services Provided

£'000 %
People and Performance 104,092 58
Places and Transformation 40,991 23
Corporate Costs 34,164 19
Total 179,247 100

The Services Provided

M People and Performance
M Places and Transformation

m Corporate Costs




Merthyr Tydfil County Borough Council Statement of Accounts 2020/21

Results Reported in the Statement of Accounts

The totals for income and expenditure in the preceding section were derived from the Comprehensive
Income and Expenditure Statement on page 25, but they exclude:

the precept collected in Council Tax for South Wales Police (£5.018m for 2020/21, Note 11),
the authority’s share of joint committees (details are in Note 40 of the accounts),

capital grants and transactions (we review our capital projects on page 11), and

other non-cash entries required by accounting standards (particularly for pension liabilities,
which we discuss on page 12).

The £9.180 m net revenue surplus (i.e. the difference between the income and expenditure figures
shown above) reconciles to the £9.816 m outturn shown in the Expenditure and Funding Analysis on
page 24, because we recognised an additional £0.636 m in the accounts from our share of joint
committees.
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Revenue Outturn to Budget

The General Fund Revenue outturn to budget for 2020/21 is as follows:

Revised

Budget
Summary 2020/21 | Outturn Variance

£'000 £'000 £'000 %

People and Performance
Social Services 33,732 31,492 | -2,240 -6.64
Learning 49,297 49,072 -225 -0.46
Total 83,029 80,564 | -2,465 -2.97
Place and Transformation
Community Regeneration 6,578 6,516 -62 -0.94
Neighbourhood Services 10,908 10,263 -645 -5.91
Corporate Services 1,533 1,433 -100 -6.52
Finance 3,109 2,987 -122 -3.92
Legal 1,348 1,335 -13 -0.96
Human Resources & Organisational Development 545 551 6 1.10
Corporate Communications 186 194 8 4.30
Total 24,207 23,279 -928 -3.83
Corporate Costs
Corporate Management - Executive 1,326 1,252 -74 -5.58
Corporate Authority 17,916 17,920 4 0.02
Total 19,242 19,172 -70 -0.36
Contributions / Recharges
Non General Fund Allocations 6 0 -6 0.00
Discretionary Non Domestic Rate Relief 94 40 -54 | -57.45
Collection Fund Surplus -850 -692 158 | 18.59
Corporate Vacancy Factor 681 0 -681 | -100.00
Redundancy & EPP /slippage 706 706 0 0.00
Contribution to General Reserve 300 0 -300 | -100.00
Provision for Further Commitments 118 0 -118 | -100.00
Total 1,055 54| -1,001| -94.88
Net Expenditure (before transfer to earmarked 127533 | 123069 | -4464 350
reserves)
Transfer to Earmarked Reserves 0 3,830 3,830 n/a
Net Expenditure (after transfer to earmarked 127533 | 126,899 634 -0.50
reserves)

The figures included within the table above are net expenditure figures, the figures included within the

financial performance section of this narrative report are gross figures.
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For 2020/21 the Council is reporting a revenue surplus of £4.464 million before transfers to reserves.
Consequently, £3.830 million is transferred to Earmarked Reserves and £634,000 to General Reserves
as outlined below.

Description Value
£000
Schools Surplus Account 779
Financing the Recovery, Transformation 802
and Improvement (RTI) Plan
Social Services Commitments 770
Pay Award 696
Legacy Funded Community Groups 300
Apprenticeships Programme 200
Specific Service Commitments 283
General Reserves 634
Total 4,464

The most significant movements from budget to outturn are detailed as follows:

People and Performance

Children Looked After — net budget deficit of £669,000 owing to additional residential placements
(£1.068 million), mainly offset by a budget surplus of £342,000 for Independent Fostering Agencies
(IFA’s) due to a shift towards in house foster carers rather than independent agencies.

Independent External Care Provision — net budget surplus of £2.519 million mainly in respect of lower
than anticipated demand for total care hours within Independent Domiciliary Care (£426,000), changes
in current packages of care and less service demand than anticipated within Supported Placements
(£315,000), less service demand than anticipated for Direct Payments packages and less packages of
care and customer fees in respect of property charges previously placed on client properties within
Independent Residential Establishments (£1.025 million).

Day Centres — net budget surplus of £155,000 mainly in respect of reduced client capacity at the
centres due to the pandemic, meaning all staff holiday and sickness cover was managed without using
agency/overtime.

Children with Disabilities — budget surplus of £194,000 resulting from less packages accessed, lower
childminding costs and additional grant income.

Place and Transformation

Neighbourhood Services — net budget surplus of £645,000 resulting from additional Bereavement
Services fees and charges than anticipated (£122,000), additional income and lower premises costs
within Grounds Maintenance (£83,000), delay in the planned replacement of the recycling fleet within
Recycling (£166,000) and reduced utility costs within Office Accommodation (£136,000).

Finance — net budget surplus of £122,000 mainly in respect of additional grant income from the
Department for Work and Pensions (DWP) in respect of Housing Benefit administration and to
undertake specific pieces of work within Benefits.
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Corporate Costs

Capital Financing Costs — budget surplus of £340,000 resulting from slippage in the Capital
Programme leading to a reduced Minimum Revenue Provision (MRP) charge to revenue and short-

term borrowing to support capital expenditure at lower interest rates than budgeted.

Council Tax Benefit Payments — budget deficit of £293,000 resulting from additional claims for

financial assistance with Council Tax demands.

Contributions and Recharges

Corporate Vacancy Factor — budget surplus of £681,000 reflecting greater staff savings than
anticipated arising from the time elapsed between posts becoming vacant and subsequently re-filled.

Contribution to General Reserves — budget surplus of £300,000 reflecting change to presentation
format in respect of increased contribution to General Reserves.

Capital Outturn to Budget

The Capital Outturn to Budget for 2020/21 is as follows:

Revised | Outturn
Summary Budget | 2020/21 Variance
£'000 £'000 £'000 %

Expenditure:

21st Century Schools Programme 4,972 4,989 17 0.34
Education Other 2,870 2,740 -130 -4.53
Physical Regeneration Programme 14,503 12,616 -1,887| -13.01
Riverside 1,000 522 -478| -47.80
Engineering & Transport Infrastructure 4,609 3,946 -663| -14.38
Land, Buildings and Corporate 2,992 2,418 -574| -19.18
Leisure 387 385 -2 -0.52
Totals 31,333 27,616 -3,717| -11.86
Financed by:

Borrowing 7,331 6,726 -605 -8.25
Capital Grants & Contributions 22,850 19,738 -3,112| -13.62
Own Resources 1,152 1,152 0 0.00
Totals 31,333 27,616 -3,717| -11.86

In 2020/21, the Authority spent £27.6 million on capital projects compared to the planned Capital

Programme of £31.3 million.
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The most significant movements from budget to outturn are detailed as follows:

Physical regeneration programme

Bus Station Re-development — an underspend of £235,000 resulting from further grant monies
received late in the financial year.

The remaining underspend relates to several grant schemes where grant can be carried forward into
the following financial year. The schemes include covid recovery for Town Centres £233,000,
Transforming Towns Phase 1 £892,000, Urban Centre Property Enhancement Grant / Living grant
£209,000 and Regional Valleys Park Discovery Gateway £300,000

Riverside

Riverside Phase 3 — an underspend of £478,000 resulting from lower than expected demolition costs
and unavoidable delays owing to the presence of bats

Engineering and Transport Infrastructure

Storm Damage — an underspend of £590,000 since grant is carried forward to the following financial
year

Land, Buildings and Corporate

This relates to several grant schemes where grant can be carried forward into the following financial
year. The schemes include CCTV Uplift £70,000, Valleys life dementia hub £21,000, Glynmill Works &
Equipment £75,000 and On Street Recycling Bins £130,000.

Financial Health

At 31t March 2021 the Authority’s general balances and reserves not earmarked for any specific
purpose totals £5.334 million (315 March 2020 - £4.7 million), equating to 4.0% of the Council’s
Budgeted Net Revenue Expenditure for 2021/22. As per the Terms of Reference of the Council’'s
Budget Board the overarching aim is:

“To maintain an adequate, healthy General Reserves balance of between 3.5% and 4% of the Council’s
annual budgeted Net Revenue Expenditure in ensuring the Council continues to remain financially
viable.”

This requirement was formally adopted by Council on 22" March 2017 in approving the Council’s
Corporate Reserves Policy, allowing the flexibility:

o To adequately respond to the risk of potential budget overspends in volatile service areas

o To address financial implications of increasing demographic pressures

o To respond to the critical requirement for ‘one-off’ expenditure in meeting corporate priorities

o Torespond to governmental and regulatory demands

In addition, the Council holds further usable reserves at 31 March 2021 in respect of the Insurance
Fund (£2.092 million), Schools Balances (£4.267 million) and Earmarked Reserves (£13.165 million),
with corresponding balances at 315 March 2020 of £1.921 million, £1.549 million and £6.893 million

11
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respectively. In supporting Local Authorities through the pandemic additional monies were made
available by the Welsh Government.

For the 2021/22 financial year, the Authority budgeted for an increase in net revenue expenditure of
4.42% from the 2020/21 budget (adjusted for Welsh Government net transfers into the Local
Government Settlement) resulting from increased Welsh Government Funding of 4.64% and Council
Tax increase of 3.55%.

The Authority’s Medium Term Financial Plan 2021/22 to 2024/25 clearly outlines the financial
challenges faced by the Authority over the medium term.

Borrowing Facilities

The Authority, when appropriate, will borrow from the Public Work Loans Board (PWLB), or from the
Market if interest rates are considered favourable, to part finance expenditure on capital projects. This
borrowing is typically on a long-term basis and is governed by the Chartered Institute of Public Finance
and Accountancy’s Prudential Code for Capital Finance in Local Authorities whereby authorised limits
for borrowing by Local Authorities are set and approved by a full Council meeting. For the 2020/21
Statement of Accounts, borrowing to support capital expenditure fell within authorised borrowing limits
approved by a full Council meetings of elected members on 4" March 2020.

Additionally, the Authority in its day-to-day management of cash transactions may also be required to
borrow on a short-term basis when faced with a deficit cash balance for any particular day. Conversely,
the Authority may also lend on a short-term basis when surplus cash balances are experienced.
Approved organisations for short-term transactions include major British banks and building societies
and other local authorities.

Pension Liabilities

The Statement of Accounts for 2020/21 are compiled under the International Financial Reporting
Standards (IFRS) with accounting for ‘Retirement Benefits’ based on the provisions of International
Accounting Standard 19 (IAS 19) ‘Employee Benefits’. The provisions of IAS 19 relating to Post-
Employment Benefits require the Authority to recognise a net asset/liability and a pensions reserve in
the balance sheet and entries in the Comprehensive Income and Expenditure Statement for movements
in the asset/liability relating to defined benefit schemes (with reconciling entries back to contributions
payable for council tax purposes through the Movement in Reserves Statement).

Under IAS 19 the Authority is required to disclose its pension liability representing the deficit position
on the pension fund. The liability at the end of the year amounted to £206.42 million (£193.27 million
as at 31% March 2020). The Authority is being charged stepped employer contributions in order to
redress the deficit of the pension fund.

Further details are included in Notes 24, 36 and 37 to the Statement of Accounts.

12
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Financial Climate

Central Government’s proposals to tackle the national public sector borrowing deficit resulting from the
global financial crisis has resulted in reduced financial settlements for the public sector for the medium
to long term.

The Council’s revenue settlements for the period 2006/07 to 2021/22 are outlined below.

6.00% 5.31%

5.00% 4.85%4.64%
4.00% 3.77%

o 2.54%2'24%1.98%

2.00%

1.00% I I I 0.53% 0.81%

0.00%

06/07 07/08 08/09 09/10 10/11 1182 1!3 13/14 1<I I6 1‘7 1,18 1 o 19/20 20/21 21/22

-2.00% -1.70%
-2.07%
-3.00% -2.52%

It is evident that the Council has faced significant financial challenges for this period with reducing
annual settlements even prior to the commencement of austerity. Since 2011/12 the Council has
experiencing a period of unprecedented funding reductions as Central Government commenced its
policy of financial austerity. More efficient working practices have evolved in delivering services within
the affordable financial envelope. This included the corporate voluntary early retirement and voluntary
redundancy policies in streamlining the organisation to meet the demands of the future.

Significant increases of 4.85% and 4.64% received for 2020/21 and 2021/22 respectively were most
welcome following nearly a decade of austerity measures. It is currently impossible to predict whether
future settlements of this magnitude can or will be sustained owing to the following imponderables:

o The continuing austerity measures projected to be faced by Local Government over the
medium term — as cautioned by the Wales Fiscal Analysis

o The impact to potential future Local Government funding from continued financial pressures
experienced in the National Health Service

o The uncertainty surrounding the potential implications of Brexit

o The vagaries of the Local Government funding formula in respect of year to year changes in
key datasets

o The uncertainty surrounding the fiscal policy of the Conservative Government under Prime
Minister Boris Johnson

o The significant implications of Covid-19 on the UK economy

In an environment of financial uncertainty transforming the Authority in ensuring it is fit for purpose to
meet financial challenges for the future is critical. This involves aligning scarce resources to corporate

13
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priorities and wellbeing objectives ensuring effective and efficient service delivery is both maintained
and further developed and improved.

The Council’s Medium Term Financial Plan (MTFP) 2021/22 to 2024/25 currently states that the Council
is faced with identifying and delivering budget reductions of between £5.264 million and £7.294 million
for 2022/23 and between £11.628 million and £13.740 million for the period 2022/23 to 2024/25.

The Council has budgeted for funding increases of between 2% and 4% for 2022/23 and 2% for 2023/24
and 2024/25, together with a Council Tax increase of 3.55% over the term of the MTFP and is in the
process of identifying proposals to address the projected budget deficits. It is clear the Council is faced
with a challenging financial position. The indicative revenue settlements (at March 2021) are not
projected with any degree of certainty owing to the volatile financial climate within which Local
Government currently operates and is further compounded by the uncertainties of Brexit and Covid-19.
Every 1% variance from the projected settlement equates to circa £1 million.

The Provisional Local Government Settlement for 2022/23 is not expected to be announced until
December 2021 and is anticipated will have a significant bearing on the currently projected budget
reduction requirements over the medium term.

The Capital Programme for 2021/22 to 2024/25 indicates a core funded Capital Programme of £22.874
million for 2021/22 and £53.963 million for the 4 year period, with the 2021/22 capital expenditure
financed from Capital Grants (£1.566 million), Borrowing (£20.658 million) and from the Council’'s own
resources (£650,000).

During February 2020, Storm Dennis inflicted extensive flooding and storm damage on certain areas
within the County Borough necessitating the Council submitting to the Welsh Government a schedule
of capital repair works totalling £8.453 million for the 3 year period 2020/21 to 2022/23. The Council
has received notification of £1.9 million support for 2020/21 but is still awaiting Welsh Government’s
confirmation of financial support for subsequent years.

A strategic review of the Capital Programme is to be undertaken to establish whether current projects
remain a priority in the aftermath of Covid-19 and Storm Dennis. Where it is anticipated that Covid-19
will probably result in project delay and increased contractual costs, without Storm Dennis Welsh
Government financial support, the Council is faced with significant additional capital expenditure which
will require internal funding.

Corporate Risks

The Authority has a Corporate Risk Register to manage the Councils Corporate Risks that could impact
on delivering the Council’'s Wellbeing Objectives and wider Council Priorities, and to ensure that the risk
exposure to the Council is reduced over time. Each Corporate Risk in the Corporate Risk Register has
been allocated a Risk Type, Lead Corporate Management Team Officer and Lead Councillor/Cabinet
Member. The table below is extracted from the Corporate Risk Register for 2020/21 and provides a
summary of the Corporate Risk Register for the ten Corporate Risks, in terms of risk number, type,
description, risk score and trend against last year. The Corporate Risk Register 2020/21 was approved
by Cabinet of 19" May 2021.

14



Risk Risk Type

No.

1 (i)

Merthyr Tydfil County Borough Council

Statement of Accounts 2020/21

Description of Risk

The Council does not
balance the budget in-year.

Finance = e Council is not financially

sustainable going forward.

The risk that the Council
fails to maintain and protect
its reputation.

Reputation

Cyber
Attack

The risk that the Council is
exposed to a cyber attack
that could cause a
catastrophic failure.

School
Attainment

The risk that all learners do
not perform at expected
levels.

5 (i)

5 (i)

The risk that the Council
loses staff with high skills
and experience and are
unable to recruit staff to the
required ability to fulfil their
role.

The risk that the Council
does not have the general
capacity to deliver key
outcomes and targets (e.g.
the Council has many Single
Points Of Dependency
(SPODs)).

Capacity

Risk Score
(Sept. 2020)

Impact =5
Likelihood = 4
Risk Score =20
Impact =5
Likelihood = 4
Risk Score =20

Impact =

leel|hood 4 -

Risk Score = 20

Impact =5

Likelihood = 5
Risk Score = 25

'

15

Lead Councillor
/ Lead
Corporate
Management
Team Officer

Risk Score
(April 2021)

Impact = 5
Likelihood = 2

Risk Score = 10 Councillor Andrew

Barry
Chief Finance Officer

Cabinet
Head of Corporate
Communications,

Consultation &
Engagement

Impact =
L|keI|hood 4
Risk Score =20

Councillor Andrew
Barry
Chief Finance Officer

Impact=5 Councillor Lisa
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Risk
No.

Compliance
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Risk Type Description of Risk

does not meet statutory
requirements, laws and
regulations.

The risk that the Council

Ll

The risk that Brexit will
have an adverse economic
impact at the national and
local level that will in turn
have a negative financial,
strategic and legislative
impact on the Council, and
subsequently the delivery
of public services.

Brexit

The risk that the Council
does not fulfil its statutory
obligations and the
Council’s safeguarding
arrangements fail to
safeguard children, adults
and Council staff.

Safeguarding

The risk that the Council's
statutory regulators issue a
formal recommendation to
the Council for
improvement.

Performance

10

Covid-19 The coronavirus pandemic
will have an adverse
health and economic
impact on Merthyr Tydfil, in
turn affecting all functions
of the Council and the
ability to provide public
services across the
Country Borough.
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RISK GROUPING
CATEGORISED BY RISK SCORE

ggli?r';” Risk Risk Score
Catastrophic 20-25
Critical 12 - 16
Amber High 8-10
Yellow Medium 4-6
Green Low 1-3

Brexit

There continues to be a high degree of uncertainty about the impact of the decision for Britain to leave
the European Union. The Authority continues to monitor and assess the potential risks and impact on
the services the Authority provides through a Brexit Working Group and inclusion in the Corporate
Risk Register.

City Deal

The Joint Working Agreement, in relation to the delivery of the Cardiff Capital Region City Deal
encompassing 10 constituent Local Authorities in South East Wales, was signed and Regional Cabinet
established on 1% March 2017.

The City Deal provides funding to support schemes which will stimulate the economic growth of the
region. The agreement with the UK Government and Welsh Government provides £1.2 billion of which
£734 million is allocated to the Metro, with the balance of £495 million being made available as the
Wider Investment Fund.

The Wider Investment Fund is made up of:

o £375 million grant from the UK Government paid over 20 years with years 1 to 5 being £50
million revenue grant, followed by years 6 to 20 being £325 million capital grant
o £120 million Local Authority Partnership capital contribution to be drawn down as required

The Regional Cabinet has stated that the high level aims of the Wider Investment Fund are the creation
of 25,000 new jobs and £4 billion of private sector investment. The first investment has been made in
the compound semi-conductor project, providing a loan of £38.5 million, to be repaid, which has the
potential to generate 2,000 jobs and over £380 million of private sector investment.

The Joint Working Agreement Business Plan was approved by all 10 constituent Councils in March
2018, with Merthyr Tydfil approving at a Council meeting on 7" March 2018. Merthyr Tydfil's contribution
to the first investment in 2017/18 was £0.954 million with a further £0.485 million paid in 2018/19, there
was no contribution for 2019/20 and a contribution of £0.079 million in 2020/21.
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Annual Governance Statement

The Council is required to produce an Annual Governance Statement, a formal statement that covers
all significant corporate systems, processes and controls. It is scrutinised by the Audit Committee before
approval by Council.

Covid-19
Provision of Services

The education of our children is likely to have been adversely impacted upon by schools being
periodically closed during a number of lock-downs. It will take time to understand the full impact and
strategies will be needed to regain lost ground for our children’s education. We already start from a
point where modelled outcomes are below what is expected in many indicators. However, the Council
had already began work on strategies for improvement. These now must incorporate strategies to re-
engage and invigorate involvement in education across all our settings.

Whilst social care provision has been under strain throughout the pandemic, there are likely to be
additional pressures from new caseloads being reported following a release from lockdown and we start
from a position of challenge in terms of our resilience.

The economic fallout is only now starting to be seen. Pressure from businesses failing and an increase
of unemployment will bring with it further demands on community facing services, such as housing and
benefits provision and will make the need for economic regeneration even more important. In the recent
report from Centre for Towns, ‘The effect of the COVID-19 pandemic on our towns and cities’, April
2020, former industrial towns with high absolute deprivation and low social well-being (Merthyr Tydfil
being identified) were identified as particularly vulnerable in recovering from the coronavirus pandemic.

The Council Tax Reduction Scheme has exceeded Budget by £293,000 in respect of demand for the
2020/21 financial year and continues to be challenging during 2021/22. A large proportion of the new
claims are due to individuals losing their jobs and claiming Universal Credit, or a reduction in their hours
which has resulted in direct applications to the Council for Council Tax Support. There could also be a
further increase of claims for Council Tax Support with the discontinuation of the current furlough
arrangements.

The Local Economy

The unemployment rate in Merthyr Tydfil has started to fall now as lockdown eases and with the
introduction of new employability initiatives. Merthyr Tydfil unemployment rates have shown
improvement and now stand at 5.9%. Within these unemployment figures, 18- to 24-year- olds were
showing that they were disproportionately affected. In March 2020, the unemployment rate for this
cohort stood at 6.6%, in April it had increased to 11% with a total of 530 young people claiming benefit.
Current figures show a slight reduction in claimants in this age group, standing at 10.9% with 505 18-
24 year olds claiming out of work benefits. Whilst there is an improvement this is still a worrying figure.

There continues to be some uncertainly for employment in the Town as lock down is eased. As of
December 2020, there are 26,600 people living within the County Borough in employment. 24,600 are
in paid employment and 2,200 in self-employment (this is showing a slight increase in paid employment
and a reduction in self-employment since the last report in November 2020). As of May 2021, the latest
figures indicated that of the 26,600, 8,900 people are currently furloughed. There is no certainty how
many of these individuals will remain in employment when the furlough scheme is ended later this year.
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The council has administered a raft of direct support to businesses totalling circa £37 million since the
first lockdown of March 2020. This has been in addition to the other direct business support packages
made available by Central Government and the Welsh devolved administration such as the Economic
Resilience Fund. This support is currently sustaining many businesses. However, there is no guarantee
how many of these businesses with continue to trade when this support ends. It is not possible to
quantify at this time the further impact that this will have on unemployment.

Responding to the increase in unemployment is a key feature of the Council’'s recovery and
improvement plans. Development of initiatives such as apprenticeship schemes will be critical.

Council’s Workforce

Wherever possible the Council’'s employees have been supported in working from home with the
purchase of laptops critical in enabling productive home working. Meetings have been held remotely
with line managers able to effectively communicate with Team members through the Microsoft TEAMS
functionality. This is essential for staff morale and wellbeing in preventing home working employees
feeling isolated. Regular communications from the Chief Executive and Corporate Communications
have also ensured all employees are kept abreast of developments. The Human Resources Department
has also undertaken several staff surveys, gathering data in respect of productivity, home working
effectiveness and general wellbeing of employees.

At the height of the pandemic a number of employees were redeployed into essential roles such as
administering the Shielding of Vulnerable People scheme and Contact, Track and Trace scheme. In
addition, circa 170 employees were furloughed under the UK Government’s Job Retention Scheme
including school catering employees and employees within enforcement services.

Supply Chains

The Council has not experienced any significant adverse implications to its supply chains from a revenue
expenditure perspective. PPE has been procured as required. Sourcing sufficient laptops to enable
employee home working has been problematic owing to demand for laptops far exceeding supply.

Capital projects have been unavoidably delayed owing to delays within the supply chain and contractors
furloughing employees.

Financial Position

The coronavirus pandemic and the resulting number of lockdown declarations since 23 March 2020
inevitably had a significant impact on the UK economy. As a result, the Council was faced with
significant financial challenges resulting from additional costs, loss of income and supporting the local
economy, and like all other Welsh Local Authorities is reliant on WG support in the short to medium
term to support its financial sustainability.

For 2020/21 MTCBC received additional funding of nearly £10 million from WG to offset additional
costs and loss of income resulting from the pandemic. The WG is currently providing financial support
to 30" September for 2021/22 but thereafter the situation is more uncertain. It is inevitable however
that despite lockdown restrictions easing over the remainder of the financial year Local Authorities will
continue to face significant financial challenges from both additional costs and loss of income. Without
continued WG financial support Local Authorities will be faced with significant budget deficits which
would require Central Government’s relaxation of the capitalisation direction rules to enable Local
Authorities to capitalise revenue costs thus protecting local services and Council reserves.
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Recovery of Council Tax was suspended for the 1% Quarter of 2020/21 in line with all other Welsh
Authorities. The recovery process resumed middle of July 2020, with further easing of lockdown
restrictions and people returning to work. With further lockdowns over the course of 2020/21 financial
year, the recovery process again stalled with court proceedings for non-payment not initiated until
February 2021.The financial impact for 2020/21 in Merthyr Tydfil is a fall of 1.5% in the Council Tax
Collection Rate compared to 2019/20. In monetary terms, this equates to circa £450,000. The Council
received WG financial support to offset this reduction in council tax collection.

Following Covid-19’s devastating impact on the UK economy and Welsh Government’s significant
financial assistance to Local Authorities and the business community it is difficult to gauge potential
scenarios for future revenue settlements suffice to say it may result in more challenging Welsh
Government financial settlements than projected. For every 1% less funding than projected, Merthyr
Tydfil has a further circa £1 million budget savings per annum to identify over the period of the MTFP.
This places further pressures on those already stretched resources in maintaining the provision of
guality services to our communities.

The Council is currently in the process of identifying budget reductions for 2022/23 and for the 4-year
period of the Medium Term Financial Plan approved March 2021. The Council's Recovery,
Transformation, and Improvement Plan 2020-25 (the Plan) advocates council wide change with cross
cutting transformation supporting sustainability. Transformational work programmes identified within the
Plan include Digital Transformation and the Commercial Programme. Although potential budget
savings, including income generation opportunities, are yet to be quantified, it is anticipated these two
work programmes will assist in addressing the projected budget deficits over the period of the MTFP.
The Commercial Programme will explore opportunities for income generating investment, energy
efficiencies through the Carbon Management Plan and office accommodation savings through Estate
Rationalisation. Digital Transformation can build upon current agile working practices developed in
responding to the threat of Covid-19, whilst supporting the Estate Rationalisation objective.

In complementing the digitalisation and commercialisation agendas prioritisation of services will be
continued to ensure projected budget deficits are addressed and resources allocated to priority services.
The priorities defined within the Plan and the outcomes of the ‘Capacity Exercise’ can also inform and
strengthen the service prioritisation exercise.

Cash Flow Management

The Accountancy Department’s Treasury Officers manage cashflow in compliance with the Council’s
approved Treasury Management Strategy. In mitigating any cashflow problems as the lockdown
commenced late March 2020, the Welsh Government provided financial support to Local Authorities.

No cash flow problems were encountered resulting from Covid-19 with the Authority borrowing short-
term from other Local Authorities and investing short-term with the Treasury’s Debt Management Office.

Major Risks to the Authority

There are a number of significant unknowns and uncertainties as the recovery from Covid-19 gathers
momentum. These include but are not restricted to:

Welsh Government’s timeline for easing of lockdown and lifting of restrictions

The risk of further increases to the infection rate leading to further restrictions

Customer appetite during recovery.

Potential increase in unemployment and consequences to the local economy, income
generation, CTRS and Council Tax collection
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o Social implications arising from extended lockdown such as domestic abuse and children taken
into care with its associated financial impact

o Potential increased contractor costs for capital projects owing to required changes to operational
practices and challenging supply chains

Plans for Recovery

A Recovery Strategy is being developed with the aim of establishing a council wide approach to the
recovery of the organisation. The Recovery Strategy was developed in line with the Council’s
Emergency Planning procedures in managing the recovery phase. Key principles followed in the
development of the strategy included:

o Recognise this is not ‘recovery’ to a previous state for all services;

o Acknowledge the recovery process will take significant time and be influenced by a number of
significant issues, and will not necessarily be linear (‘lockdowns’ or other regulations may be
introduced that impact upon different services in different ways and at different times and at
short notice);

o Identify this as an opportunity unlike any other to fundamentally think about the way in which
the Council operates.

The organisation has moved at a pace and scale to deliver change that has never been seen before.
The learning from this is being harnessed and used to reshape the Council.

The short, medium and longer term consequences of the coronavirus pandemic are not yet fully
known however senior managers have already identified service risks which will be incorporated into
business planning and our corporate risk register.

Cross cutting themes are being addressed by a Recovery Group who will look to implement policy
and procedural change which will help us ensure we are a resilient Authority with modern working
practices and more efficient use of our corporate estate. Key themes include:

1. Workforce and workplace planning.
2. Public area reopening.

3. ICT and agile working practices.

4. Employee wellbeing and support.

Economic and Schools recovery groups have been set up and feed into the Corporate Management
Team, Recovery Group and Corporate Improvement Plan.

Further Information

Further information about the accounts is available from the Finance Department, Civic Centre, Castle
Street, Merthyr Tydfil. This is part of the Authority's policy of providing full information about the
Authority's affairs. In addition, interested members of the public have a statutory right to inspect the
accounts before the audit is completed. The availability of the accounts for inspection is advertised on
the Authority’s Website and within the Authority’s Civic Centre.

21



Merthyr Tydfil County Borough Council Statement of Accounts 2020/21

Statement of Responsibilities for the Statement of Accounts

The Authority’s Responsibilities

The Authority is required to:

- Make arrangements for the proper administration of its financial affairs and to secure that one of its
Officers has the responsibility for the administration of those affairs. In this Authority, that Officer
is the Chief Finance Officer.

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

- Approve the statement of accounts.

The Chief Finance Officer’s Responsibilities

The Chief Finance Officer is responsible for the preparation of the Authority’s Statement of Accounts in
accordance with proper practices as set out in the CIPFA/LASAAC Code of Practice on Local Authority
Accounting in the United Kingdom (‘the Code’).

In preparing this statement of accounts, the Chief Finance Officer has:

- Selected suitable accounting policies and then applied them consistently.

- Made judgments and estimates that were reasonable and prudent.

- Complied with the Code of Practice on Local Authority Accounting in the United Kingdom.

The Chief Finance Officer has also:

- Kept proper accounting records which were up to date.

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

Signed Date 3@ November 2021

D S Jones
Chief Finance Officer
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Chief Finance Officer’s Certificate

| hereby certify that the statement of accounts on pages 24 to 101 present a true and fair view of the
financial position of the Authority at the accounting date and its income and expenditure for the year

ended 31% March 2021.
Signed Date 3" November 2021

D S Jones
Chief Finance Officer

Council Chairman’s Certificate

I hereby certify that the Council approves the statement of accounts on pages 24 to 101 for the

year ended 315 March 2021.

Signed Date 3" November 2021

Councillor Malcolm Colbran
Mayor
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Expenditure and Funding Analysis

The Expenditure and Funding Analysis shows how annual expenditure is used and funded from resources (government grants, rents, council tax and
Business rates) by local authorities in comparison with those resources consumed or earned by authorities in accordance with generally accepted
accounting practices. It 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 2020/21
Net expenditure Net expenditure
in the inthe
Net Expenditure Adjustments Comprehensive Net Expenditure Adjustments Comprehensive
Chargeable to between the Income and Chargeable to between the Income and
the General funding and Expenditure the General funding and Expenditure
Fund Balances Accounting basis Statement Description Fund Balances Accounting basis Statement
(Note 7) (Note 7)

£'000 £'000 £'000 £'000 £'000 £'000
79,752 4,461 84,213 People and Performance 77,700 7,972 85,672
24,443 6,522 30,965 Place and Transformation 23,005 6,244 29,249
2,339 2,114 4,453 Corporate Costs 1,055 (1,390) (335)
106,534 13,097 119,631 Net Cost of Services 101,760 12,826 114,586
(105,666) (9,871) (115,537) Other Income and Expenditure (111,576) (18,611) (130,187)
868 3,226 4,094 (Surplus)/Deficit (9,816) (5,785) (15,601)

16,743 Opening General Fund Balance 15,875

Opening Adjustment for Cardiff Capital Region
0 City Deal 20
Plus Surplus/Deficit on General Fund Balance
(868) in Year 9,816

Closing General Fund Balance at 31st
15,875 March 25,711
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Comprehensive Income and Expenditure Statement

The Comprehensive Income and Expenditure Statement shows the accounting cost in the year of providing services in accordance with generally
accepted accounting practices, rather than the amount to be funded from taxation (or rents). Authorities raise taxation to cover expenditure in
accordance with statutory requirements; this may be different from the accounting cost. The taxation position is shown in both the Expenditure and
Funding Analysis and the Movement in Reserves Statement.

2019/20 2020/21
Gross Gross Net Gross Gross Net
Expenditure Income expenditure Description Expenditure Income expenditure
£'000 £'000 £'000 £'000 £'000 £'000
105,540 (21,327) 84,213 People and Performance 108,431 (22,759) 85,672
45,406 (14,441) 30,965 Place and Transformation 46,064 (16,815) 29,249
24,971  (20,518) 4,453 Corporate Costs 27,689 (28,024) (335)
175,917 (56,286) 119,631 Cost of Services 182,184 (67,598) 114,586
7,191 Other operating expenditure (Note 11) 8,138
Financing and Investment (income) and
8,490 expenditure (Note 12) 8,477
Taxation and non-specific grant (income)
(131,218) and expenditure (Note 13) (146,802)
(Surplus) or Deficit on the Provision of
4,094 Services (15,601)
(Surplus) or deficit on revaluation of
(2,807) property, plant and equipment assets 2,805
Remeasurement of the net defined benefit
(3,525) liability/(asset) 6,549
Other Comprehensive (Income) and
(6,332) Expenditure 9,354
Total Comprehensive (Income) and
(2,238) Expenditure (6,247)
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Movement in Reserves Statement

The Movement in Reserves Statement shows the movement from the start of the year to the end on different reserves held by the Authority, analysed
into ‘usable reserves’ (i.e. those that can be applied to fund expenditure or reduce local taxation) and other ‘unusable reserves’. The Statement shows
how the movements in year of the authority’s reserves are broken down between gains and losses incurred in accordance with generally accepted
accounting practices and the statutory adjustments required to return to the amounts chargeable to council tax (or rents) for the year. The Net
Increase/Decrease line shows the statutory General Fund Balance movements in the year following those adjustments.

2020/21
-2 _ 9y 3 3 2% z
o < 22 T 2o L 2 © = -
[T o] 20 0 o 2 c 9o T o 0o 2 0o T < 2o
cC c Q0 0N Q.Emo - © O S S 0N S - s 035
Description 85.’ 8&&)8 8053 E%&’a 5&)8 .93:’&’8
Balance at 31st March 2020 15,875 48 677 16,600 (33,371) (16,771)
Movement in reserves during
2020/21
Total Comprehensive Income and
Expenditure 15,601 0 0 15,601 (9,354) 6,247
Adjustments between accounting
basis and funding basis under
regulations (Note 9) (5,785) (14) 245 (5,554) 5,554 0
Increase or Decrease in
2020/21 9,816 (14) 245 10,047 (3,800) 6,247
*Opening Cardiff Capital Region
City Deal adjustment 20 0 0 20 0 20
Balance at 31st March 2021
carried forward 25,711 34 922 26,667 (37,171) (10,504)

* Opening Cardiff Capital Region City Deal adjustment to reflect the Audited Statement of Accounts.
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2019/20
o °

ST m a2 T Lo v 2 © = S 2

[ o] 20 0 o =2 c 9o T o 9o [ T ) T < 0o

S c Q00N Q.ECUO o2 @ NS S 0 S -0
Description 85 8&&8 8058 .9%&’8 58:)8 gé&%
Balance at 31st March 2019 16,743 0 765 17,508 (36,504) (18,996)
Movement in reserves during
2019/20
Total Comprehensive Income and
Expenditure (4,094) 0 0 (4,094) 6,332 2,238
Adjustments between accounting
basis and funding basis under
regulations (Note 9) 3,226 48 (88) 3,186 (3,186) 0
Increase or Decrease in
2019/20 (868) 48 (88) (908) 3,146 2,238
*Opening Cardiff Capital Region
City Deal adjustment 0 0 0 0 (23) (13)
Balance at 31st March 2020
carried forward 15,875 48 677 16,600 (33,371) (16,771)

* Opening Cardiff Capital Region City Deal adjustment to reflect the Audited Statement of Accounts.
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Balance Sheet

The Balance Sheet shows the value as at the Balance Sheet date of the assets and liabilities recognised
by the authority. The net assets of the authority (assets less liabilities) are matched by the reserves held
by the authority. Reserves are reported in two categories. The first category of reserves are usable
reserves, i.e. those reserves that the authority may use to provide services, subject to the need to
maintain a prudent level of reserves and any statutory limitations on their use (for example the Capital
Receipts Reserve that may only be used to fund capital expenditure or repay debt). The second
category of reserves is those that the authority is not able to use to provide services. This category of
reserves includes reserves that hold unrealised gains and losses (for example the revaluation reserve),
where amounts would only become available to provide services if the assets are sold; and reserves
that hold timing differences shown in the Movement in Reserves Statement line ‘Adjustments between
accounting basis and funding basis under regulations.’

31 March 2020 Notes 31 March 2021
£'000 £'000
260,768 Property, Plant and Equipment 14 266,213
7,330 Heritage Assets 15 7,438

0 Investment Properties 40 1,143

10 Long Term Investments 16 89

1,023 Long Term Debtors 16 1,671
269,131 Long-term Assets 276,554
10,028 Short-term Investments 16 24,001
291 Assets Held for Sale 20 939

135 Inventories 153
25,855 Short-term Debtors 17 38,479
5,287 Cash and Cash Equivalents 19 7,126
41,596 Current Assets 70,698
(54,587) Short-term Borrowing 16 (59,834)
(18,748) Short-term Creditors 21 (21,753)
(653) Short-term Provisions 22 (1,509)
(57) Other Current Liabilities 16 (54)
(74,045) Current Liabilities (83,150)
(512) Long-term Creditors 16 (431)
(1,431) Provisions 22 (610)
(56,432) Long-term Borrowing 16 (65,382)
(193,267) Defined Benefit Pension Scheme Liability 24 (206,415)
(1,811) Other Long-term Liabilities 16 (1,768)
(253,453) Long-term Liabilities (274,606)
(16,771) Net Assets (10,504)
16,600 Usable Reserves 23 26,667
(33,371) Unusable Reserves 24 (37,171)
(16,771) Total Reserves (10,504)
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Cash Flow Statement

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

2019/20 2020/21
£'000 £'000
184,336 Cash Inflows Generated from Operating Activities 188,106
(184,619) Cash Outflows Generated from Operating Activities (181,774)
(283) Net Cash Flows from Operating Activities (Note 25) W
(4,686) Net Cash Flows from Investing Activities (Note 26) (26,231)
6,538 Net Cash Flows from Financing Activities (Note 27) 21,738
1,569 Net increase or decrease in Cash and Cash equivalents 1,839

Cash and Cash Equivalents at the Beginning of the
3,718 Reporting Period 5287

Cash and Cash Equivalents at the End of the Reporting
5,287 Period (Note 19) 7,126
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Notes to the Statement of Accounts

1.0 Accounting Policies

1.1 General

The Statement of Accounts summarises the Authority’s transactions for the 2020/21 financial year and
its position at the year-end of 31 March 2021. The Authority is required to prepare an annual Statement
of Accounts by the Accounts and Audit (Wales) Regulations 2014, which those Regulations require to
be prepared in accordance with proper accounting practices. These practices primarily comprise the
Code of Practice on Local Authority Accounting in the United Kingdom 2020/21, supported by
International Financial Reporting Standards (IFRS).

The accounting convention adopted in the Statement of Accounts is principally historical cost modified
by the revaluation of certain categories of non-current assets and financial instruments.

1.2 Accruals of Income and Expenditure

Activity is accounted for in the year that it takes place, not simply when cash payments are made or
received.

In particular:
e Revenue from the sale of goods is recognised when the Authority transfers the significant risks
and rewards of ownership to the purchaser and it is probable that economic benefits or service
potential associated with the transaction will flow to the Authority;

¢ Revenue from the provision of services is recognised when the Authority can measure reliably
the percentage of completion of the transaction and it is probable that economic benefits or
service potential associated with the transaction will flow to the Authority;

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

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

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

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

Cash is represented by cash in hand and deposits with financial institutions repayable without penalty
on notice of not more than 24 hours. Cash equivalents are investments that mature in no more than
three months or less from the date of acquisition and that are readily convertible to known amounts of
cash with insignificant risk of change in value.

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

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

Prior period adjustments may arise as a result of a change in accounting policies or to correct a material
error. Changes in accounting estimates are accounted for prospectively, i.e. in the current and future
years affected by the change and do not give rise to a prior period adjustment.

Changes in accounting policies are only made when required by proper accounting practices or when
the change provides more reliable or relevant information about the effect of transactions, other events
and conditions on the Authority’s financial position or financial performance. Where a change is made,
it is applied retrospectively (unless stated otherwise) by adjusting opening balances and comparative
amounts for the prior period as if the new policy had always been applied.

Material errors discovered in prior period figures are corrected retrospectively by amending opening
balances and comparative amounts for the prior period.

No prior period adjustments have been made for the 2020/21 Statement of Accounts.

15 Charges to Revenue for Non-Current Assets

Services and support services are debited with the following amounts to record the cost of holding non-
current assets during the year:

o depreciation attributable to the assets used by the relevant service;

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

The Authority is not required to raise council tax to fund depreciation, revaluation and impairment losses
or amortisation. However, it is required to make an annual contribution from revenue towards the
reduction in its overall borrowing requirement. Depreciation, revaluation and impairment losses and
amortisation are therefore replaced by the contribution in the General Fund Balance, by way of an
adjusting transaction with the Capital Adjustment Account in the Movement in Reserves Statement for
the differences between the two.

1.6 Employee Benefits

Benefits Payable during Employment

Short-term employee benefits are those due to be settled wholly within 12 months of the year-end.

They include such benefits as wages and salaries, paid annual leave and paid sick leave, bonuses and

non-monetary benefits (e.g. cars) for current employees and are recognised as an expense for services

in the year in which employees render service to the Authority. An accrual is made for the cost of holiday
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entitlements (or any form of leave, e.g. time off in lieu) earned by employees but not taken before the
year-end which employees can carry forward into the next financial year. The accrual is made at the
wage and salary rates applicable in the following accounting year, being the period in which the
employee takes the benefit. The accrual is charged to Surplus or Deficit on the Provision of Services,
but then reversed out through the Movement in Reserves Statement so that holiday benefits are charged
to revenue in the financial year in which the holiday absence occurs.

Termination Benefits

Termination benefits are amounts payable as a result of a decision by the Authority to terminate an
officer's employment before the normal retirement date, or an officer's decision to accept voluntary
redundancy in exchange for those benefits and are charged on an accruals basis to the appropriate
service segment at the earlier of when the Authority can no longer withdraw the offer of those benefits
or when the Authority recognises costs for a restructuring. Where termination benefits involve the
enhancement of pensions, statutory provisions require the General Fund balance to be charged with
the amount payable by the Authority to the pension fund or pensioner in the year, not the amount
calculated according to the relevant accounting standards. In the Movement in Reserves Statement,
appropriations are required to and from the Pensions Reserve to remove the notional debits and credits
for pension enhancement termination benefits and replace them with debits for the cash paid to the
pension fund and pensioners and any such amounts payable but unpaid at the year-end.

Post-Employment Benefits
Employees of the Authority are members of two separate pension schemes:
e The Teachers’ Pension Scheme, administered by Capita Teachers’ Pension on behalf of the
Department for Education.
e The Local Government Pension Scheme, administered by Rhondda Cynon Taf County Borough
Council.

Both schemes provide defined benefits to members (retirement lump sums and pensions), earned as
employees worked for the Authority.

However, the arrangements for the teachers’ scheme mean that liabilities for these benefits cannot
ordinarily be identified specifically to the Authority. The scheme is therefore accounted for as if it was a
defined contribution scheme and no liability for future payments of benefits is recognised in the Balance
Sheet. The People and Performance line in the Comprehensive Income and Expenditure Statement is
charged with the employer’s contributions payable to Teachers’ Pensions in the year.

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

o The liabilities of the Rhondda Cynon Taf pension fund attributable to the Authority are included
in the Balance Sheet on an actuarial basis using the projected unit method — i.e. an assessment
of the future payments that will be made in relation to retirement benefits earned to date by
employees, based on assumptions about mortality rates, employee turnover rates and
projections of projected earnings for current employees.

o Liabilities are discounted to their value at current prices, using a discount rate (based on the
indicative rate of return on the constituents of the iBoxx index of AA rated corporate bonds).

o The assets of the Rhondda Cynon Taf pension fund attributable to the Authority are included in
the Balance Sheet at their fair value:

e Quoted securities — current bid price

e Unquoted securities — professional estimate
e Unitised securities — current bid price

e Property — market value
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The change in the net pension’s liability is analysed into the following components:
e Service cost comprising:

e current service cost — the increase in liabilities as a result of years of service earned this
year- allocated in the Comprehensive Income and Expenditure Statement to the services for
which the employees worked,;

e past service cost — the increase in liabilities as a result of a scheme amendment or
curtailment whose effect relates to years of service earned in earlier years - debited to the
Surplus or Deficit on the Provision of Services in the Comprehensive Income and
Expenditure Statement.

e netinterest on the net defined benefit liability (asset) - the net interest expense for the
Authority — the change during the period in the net defined benefit liability (asset) that arises
from the passage of time charged to the Financing and Investment Income and Expenditure
line of the Comprehensive Income and Expenditure Statement — this is calculated by
applying the discount rate used to measure the defined benefit obligation at the beginning
of the period to the net defined benefit liability (asset) at the beginning of the period — taking
into account any changes in the net defined benefit liability (asset) during the period as a
result of contribution and benefit payments.

e Re-measurements comprising:

e thereturn on plan assets — excluding amounts included in net interest on the net defined
benefit liability (asset) — charged to the Pensions Reserve as Other Comprehensive Income
and Expenditure;

e actuarial gains and losses — changes in the net pensions liability that arise because
events have not coincided with assumptions made at the last actuarial valuation or because
the actuaries have updated their assumptions — charged to the Pensions Reserve as Other
Comprehensive Income and Expenditure

e Contributions paid to the Rhondda Cynon Taf County Borough Council pension fund —
cash paid as employer’s contributions to the pension fund in settlement of liabilities; not
accounted for as an expense.

In relation to retirement benefits, statutory provisions require the General Fund balance to be charged
with the amount payable by the Authority to the pension fund or directly to pensioners in the year, not
the amount calculated according to the relevant accounting standards. In the Movement in Reserves
Statement, this means that there are transfers to and from the Pensions Reserve to remove the notional
debits and credits for retirement benefits and replace them with debits for the cash paid to the pension
fund and pensioners and any such amounts payable but unpaid at the year-end. The negative balance
that arises on the Pensions Reserve thereby measures the beneficial impact to the Council Fund of
being required to account for retirement benefits on the basis of cash flows rather than as benefits that
are earned by employees.

Discretionary Benefits

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

Full pension’s details are included in Note 37.

1.7 Events after the reporting period

Events after the Balance Sheet date are those events, both favourable and unfavourable, that occur
between the end of the reporting period and the date when the Statement of Accounts is authorised for
issue. Two types of events can be identified:

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

¢ those that are indicative of conditions that arose after the reporting period — the Statement
of Accounts is not adjusted to reflect such events, but where a category of events would
have a material effect, disclosure is made in the notes of the nature of the events and their
estimated financial effect.

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

1.8 Financial Instruments

Financial Liabilities

Financial liabilities are recognised on the Balance Sheet when the Authority becomes a party to the
contractual provisions of a financial instrument and are initially measured at fair value and are carried
at amortised cost. Annual charges to the Financing and Investment Income and Expenditure line in the
Comprehensive Income & Expenditure Account for interest payable are based on the carrying value of
the liability, multiplied by the effective rate of interest for the instrument.

Gains and losses on the repurchase or early settlement of borrowing are credited and debited to the
Financing and Investment Income and Expenditure line in the Comprehensive Income and Expenditure
Statement in the year of repurchase/settlement.

Where premiums and discounts have been charged to the Comprehensive Income and Expenditure
Statement, regulations allow the impact on the General Fund Balance to be spread over future years.

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

e amortised cost

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

o fair value through other comprehensive income (FVOCI)

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

Whether paid on account , by instalments or in arrears, government grants and third party contributions
are recognised as due to the Authority when there is reasonable assurance that:

e The Authority will comply with the conditions attached to the payments, and
e The grants or contributions will be received.

Amounts recognised as due to the Council are not credited to the Comprehensive Income and
Expenditure Statement until conditions attached to the grant or contribution have been satisfied.

Monies advanced as grants and contributions for which conditions have not been satisfied are carried
in the balance sheet as creditors. When conditions are satisfied, the grant or contribution is credited to
the relevant service line in the Comprehensive Income and Expenditure Statement.

Where capital grants are credited to the Comprehensive Income and Expenditure Statement, they are
reversed out of the General Fund Balance in the Movement in Reserves Statement. Where the grant
has yet to be used to finance capital expenditure, it is posted to the Capital Grants Unapplied Reserve.
Where it has been applied, it is posted to the Capital Adjustment Account. Amounts in the Capital Grants
Unapplied Reserve are transferred to the Capital Adjustment Account once they have been applied to
fund capital expenditure.

Community Infrastructure Levy

The Authority has elected to charge a Community Infrastructure Levy (CIL). The levy will be charged on
new builds (chargeable developments within the authority) with appropriate planning and consent. The
authority charges for and collects the levy, which is a planning charge. The income from the levy will be
used to fund a number of infrastructure projects to support development in the area.

CIL is received without conditions; it is therefore recognised at the commencement date of the
chargeable development in the Comprehensive Income and Expenditure Statement in accordance with
the accounting policy for government grants and contributions set out above.

1.10 Heritage Assets

Heritage assets are defined as non-current assets with historical, artistic, scientific, technological,
geophysical or environmental qualities that are held and maintained principally for their contribution to
knowledge and culture.

The heritage assets included within the statement of accounts include historical buildings, collections of
fine art, archaeological artefacts and civic regalia.

Historic buildings and monuments have been valued in accordance with section 1.14 below, Property,
Plant and Equipment. Heritage assets included within the Museum collection are measured at valuation.

The valuation was carried out by an external valuer as follows:

Bonhams,

7/8 Park Place,
Cardiff.

CF10 3DP.

The valuation date was 20" March 2017.
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Depreciation or amortisation is not required on heritage assets which have indefinite lives.

The Authority’s policy for the acquisition, preservation, management and disposal of heritage assets is
included within the Authority’s ‘Collections Development and Documentation Policy’. Paragraph 1.1.3
of this document details that the policy follows the accreditation scheme which all museums are
expected to follow.

1.11 Interests in Companies and Other entities

Joint operations

Joint operations are arrangements where the parties that have joint control of the arrangement have
rights to the assets and obligations for the liabilities relating to the arrangement. The activities
undertaken by the authority in conjunction with other joint operators involve the use of the assets and
resources of those joint operators. The Authority participates in Joint Committees which are
accounted for as joint operations. For 2020/21 the Llwydcoed Crematorium Joint Committee, the
Central South Consortium Joint Committee and the Cardiff Capital Region City Deal Joint Committee
are included within the Authorities financial statements. The Authority has reflected its share, 46.6% of
the transactions and balances of the Llwydcoed Crematorium Joint Committee, 6.34% of the
transactions and balances of the Central South Consortium Joint Committee and 3.94% of the Cardiff
Capital Region City Deal Joint Committee into the Authority’s Accounts on a line-by-line basis.

A description of the Joint Committees are contained in Note 40 to the Statement of Accounts.

The accounting policies of the joint operations recognised in the Statement of Accounts are in line with
those of the Authority.

Associates

Capita Glamorgan Consultancy Ltd meets the definition of an associate. The Authority has significant
influence over this associate as it has representation on the board of directors. Group Accounts are not
prepared as the Authority’s interest in Capita Glamorgan Consultancy is not considered material. For
further details see Note 40.

1.12 Inventories

Inventories are included in the Balance Sheet at the last actual purchase price known. This does not
comply with IAS 2 which requires valuation at the lower of cost and net realisable value. The departure
from the accounting standard is not deemed to be material.

1.13 Leases

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

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

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

for payment are accounted for under this policy, where fulfilment of the arrangement is dependent on
the use of specific assets.
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The Authority as Lessee

° Finance Leases

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

Lease payments are apportioned between:
e acharge for the acquisition of the interest in the property, plant or equipment — applied to write
down the lease liability; and

e afinance charge (debited to the Financing and Investment Income and Expenditure line in the
Comprehensive Income and Expenditure Statement).

Property, Plant and Equipment recognised under finance leases is accounted for using the policies
applied generally to such assets, subject to depreciation being charged over the lease term if this is
shorter than the asset’s estimated useful life (where ownership of the asset does not transfer to the
Authority at the end of the lease period).

The Authority is not required to raise council tax to cover depreciation or revaluation and impairment
losses arising on leased assets. Instead, a prudent annual contribution is made from revenue funds
towards the deemed capital investment in accordance with statutory requirements. Depreciation and
revaluation and impairment losses are therefore substituted by a revenue contribution in the General
Fund Balance, by way of an adjusting transaction with the Capital Adjustment Account in the Movement
in Reserves Statement for the difference between the two.

° Operating Leases

Rentals paid under operating leases are charged to the Comprehensive Income and Expenditure
Statement as an expense of the services benefitting from use of the leased property, plant or equipment.
Charges are made on a straight-line basis over the life of the lease; even if this does not match the
pattern of payments (e.g. there is a rent-free period at the commencement of the lease).

The Authority as Lessor

o Finance Leases

Where the Authority grants a finance lease over a property or an item of plant or equipment, the relevant
asset is written out of the Balance Sheet as a disposal. At the commencement of the lease, the carrying
amount of the asset in the Balance Sheet (whether Property, Plant and Equipment (PPE) or Assets
Held for Sale) is written off to the Other Operating Expenditure line in the Comprehensive Income and
Expenditure Statement as part of the gain or loss on disposal. A gain, representing the Authority’s net
investment in the lease, is credited to the same line in the Comprehensive Income and Expenditure
Statement also as part of the gain or loss on disposal (i.e. netted off against the carrying value of the
asset at the time of disposal), and matched by a lease (long-term debtor) asset in the Balance Sheet.

Lease rentals receivable are apportioned between:

e acharge for the acquisition of the interest in the property — applied to write down the lease
debtor (together with any premiums received); and

37



Merthyr Tydfil County Borough Council Statement of Accounts 2020/21

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

The gain credited to the Comprehensive Income and Expenditure Statement on disposal is not
permitted by statute to increase the Council Fund Balance and is required to be treated as a capital
receipt. Where a premium has been received, this is posted out of the Council Fund Balance to the
Capital Receipts Reserve in the Movement in Reserves Statement. Where the amount due in relation
to the lease asset is to be settled by the payment of rentals in future financial years, this is posted out
of the General Fund Balance to the Deferred Capital Receipts Reserve in the Movement in Reserves
Statement. When the future rentals are received, the element for the capital receipt for the disposal of
the asset is used to write down the lease debtor. At this point, the deferred capital receipts are
transferred to the Capital Receipts Reserve.

The written-off value of disposals is not a charge against council tax, as the cost of fixed assets is fully
provided for under separate arrangements for capital financing. Amounts are therefore appropriated to
the Capital Adjustment Account from the Council Fund Balance in the Movement in Reserves
Statement.

. Operating Leases

Where the Authority grants an operating lease over a property or an item of plant or equipment, the
asset is retained in the Balance Sheet. Rental income is credited to the Other Operating Expenditure
line in the Comprehensive Income and Expenditure Statement. Credits are made on a straight-line basis
over the life of the lease, even if this does not match the pattern of payments (e.g. there is a premium
paid at the commencement of the lease).

1.14 Property, Plant and Equipment Non-Current Assets

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

Recognition

Expenditure on the acquisition, creation or enhancement of Property, Plant and Equipment is capitalised
on an accruals basis, provided that it is probable that the future economic benefits or service potential
associated with the item will flow to the Authority and the cost of the item can be measured reliably.
Expenditure that maintains but does not add to an asset’s potential to deliver future economic benefits
or service potential (i.e. repairs and maintenance) is charged as an expense when it is incurred.

De Minimis Limit

The Authority operates a Non-Current Asset de minimis limit of £10,000. This means that expenditure
on non-current assets is only capitalised provided that the expenditure exceeds £10,000. On disposal
all non-current assets with values less than £10,000 are written out of the Balance Sheet in accordance
with The Local Authorities (Capital Finance and Accounting) (Wales) Regulations 2003 whereby
receipts not exceeding £10,000 are not to be treated as capital receipts.

Measurement
Assets are initially measured at cost, comprising:

e The purchase price
e Any costs attributable to bringing the asset to the location and condition necessary for it to be

capable of operating in the manner intended by management
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e The initial estimate of the costs of dismantling and removing the item and restoring the site on
which it is located

The Authority does not capitalise borrowing costs incurred whilst assets are under construction.
The costs of assets acquired other than by purchase is deemed to be its fair value.
Assets are then carried in the Balance Sheet using the following measurement bases:

¢ Infrastructure, Community assets and assets under construction are shown at depreciated
historical cost

e Vehicles, plant, furniture and equipment are shown at depreciated historical cost

e Land is shown at market value

e Operational properties are shown at depreciated replacement cost where there is no market
based evidence of fair value

e Land and Buildings componentised assets such as hardstanding and boilers are shown at
depreciated replacement cost

e Surplus assets are shown at fair value

Donated Assets are those transferred for nil consideration or less than fair value. They are not included
in the accounts since they are considered immaterial.

Valuation

Assets included in the Balance sheet at current value are revalued on a five year rolling basis to ensure
their carrying amount is not materially different from their current value at the year end. Increases in
valuations are matched by credits to the Revaluation Reserve to recognise unrealised gains.
Exceptionally, gains might be credited to the Income and Expenditure Account where they arise from
the reversal of an impairment loss previously charged to a service revenue account.

Where decreases in value are identified, they are accounted for by:
¢ where there is a balance in the Revaluation Reserve the difference between the historic
carrying value of the asset and its re-valued value is written off against that balance (up to the
amount of the accumulated gains)

¢ where there is no balance in the Revaluation Reserve or an insufficient balance the difference
between the historic carrying amount of the asset and its re-valued value (impaired value) is
written down against the relevant service line(s) in the Comprehensive Income and
Expenditure Account.

The Revaluation Reserve contains revaluation gains recognised since 1 April 2007 only, the date of its
formal implementation. Gains arising before that date have been consolidated into the Capital
Adjustment Account.

Valuations are carried out by Avison Young, the Authority’s independent valuers. A valuation of the
whole portfolio was carried out as at 315 March 2013. A revaluation of land and property is undertaken
annually thereafter on the basis of a sample of assets. The sample will equate to approximately 20% of
the Authority’s portfolio being valued each year throughout the geography of the Authority. In addition
there is also an annual revaluation of the ten highest value properties in the Authority’s portfolio at the
relevant balance sheet date. Avison Young also carry out an assessment of assets where Capital
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Expenditure has been incurred. The remainder of the asset population has been reviewed to consider
whether there has been any material valuation movement by reference to nationally published indices.

Impairment

Assets are assessed at each year-end as to whether there is any indication that an asset may be
impaired. Where indications exist and any possible differences are estimated to be material, the
recoverable amount of the asset is estimated and, where this is less than the carrying amount of the
asset, an impairment loss is recognised for the shortfall.

Where impairment losses are identified, they are accounted for as follows:

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

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

Where an impairment loss is subsequently reversed, the reversal is credited to the relevant service
line(s) in the Comprehensive Income and Expenditure Statement, up to the amount of the original loss,
adjusted for depreciation that would have been charged if the loss had not been recognised.

Depreciation

Depreciation is provided for on all Property, Plant and Equipment assets by the systematic allocation
of their depreciable amounts over their useful lives. An exception is made for assets without a
determinable finite useful life (i.e. freehold land and certain Community Assets) and assets that are
not yet available for use (i.e. assets under construction).

Depreciation is calculated on the following bases:

° Infrastructure — Roads, bridges and culverts up to 40 years

. Infrastructure — Street Furniture 25 years

. Vehicles, Plant, Furniture and Equipment 5-10 years

. Operational properties straight line over useful life of property as
estimated by the valuer

o Finance Leases Term of lease

. Surplus Assets Asset life

Land is not depreciated and non-operational properties re-valued at Market Value are not depreciated.
In addition community assets and assets under construction are not depreciated.

Where an item of property, plant and equipment asset has major components whose cost is significant
in relation to the total cost of the item, the components are depreciated separately.

Revaluation gains are also depreciated, with an amount equal to the difference between current value
depreciation charged on assets and the depreciation that would have been chargeable based on their
historical cost being transferred each year from the Revaluation Reserve to the Capital Adjustment
Account.

Disposals and Non-current Assets Held for Sale

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

40



Merthyr Tydfil County Borough Council Statement of Accounts 2020/21

asset is re-valued immediately before reclassification and then carried at the lower of this amount and
fair value less costs to sell. Where there is a subsequent decrease to fair value less costs to sell, the
loss is posted to the Other Operating Expenditure line in the Comprehensive Income and Expenditure
Statement. Gains in fair value are recognised only up to the amount of any previous losses recognised
in the Surplus or Deficit on Provision of Services. Depreciation is not charged on Assets Held for Sale.

If assets no longer meet the criteria to be classified as Assets Held for Sale, they are reclassified back
to non-current assets and valued at the lower of their carrying amount before they were classified as
held for sale; adjusted for depreciation, amortisation or revaluations that would have been recognised
had they not been classified as Held for Sale, and their recoverable amount at the date of the decision
not to sell.

Assets that are to be abandoned or scrapped are not reclassified as Assets Held for Sale.

When an asset is disposed of or decommissioned, the carrying amount of the asset in the Balance
Sheet (whether Property, Plant and Equipment or Assets Held for Sale) is written off to the Other
Operating Expenditure line in the Comprehensive Income and Expenditure Statement as part of the
gain or loss on disposal. Receipts from disposals (if any) are credited to the same line in the
Comprehensive Income and Expenditure Statement also as part of the gain or loss on disposal (i.e.
netted off against the carrying value of the asset at the time of disposal). Any revaluation gains
accumulated for the asset in the Revaluation Reserve are transferred to the Capital Adjustment Account.

Amounts received for a disposal in excess of £10,000 are categorised as capital receipts and are
credited to the Capital Receipts Reserve, and can then only be used for new capital investment or set
aside to reduce the Authority’s underlying need to borrow (the capital financing requirement). Receipts
are appropriated to the Reserve from the General Fund Balance in the Movement in Reserves
Statement.

The written-off value of disposals is not a charge against council tax, as the cost of fixed assets is fully
provided for under separate arrangements for capital financing. Amounts are appropriated to the Capital
Adjustment Account from the General Fund Balance in the Movement in Reserves Statement.

1.15 Provisions and Contingent Liabilities

Provisions

Provisions are made where an event has taken place that gives the Authority a legal or constructive
obligation that probably requires settlement by a transfer of economic benefits or service potential, and
a reliable estimate can be made of the amount of the obligation.

Provisions are charged as an expense to the appropriate service line in the Comprehensive Income and
Expenditure Statement in the year that the Authority becomes aware of the obligation, and are
measured at the best estimate at the balance sheet date of the expenditure required to settle the
obligation, taking into account relevant risks and uncertainties.

When payments are eventually made, they are charged to the provision carried in the Balance Sheet.
Estimated settlements are reviewed at the end of each financial year — where it becomes less than
probable that a transfer of economic benefits will now be required (or a lower settlement than anticipated
is made), the provision is reversed and credited back to the relevant service.

The nature of each provision is disclosed in Note 22 to the Statement of Accounts.
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Contingent Liabilities

A contingent liability arises where an event has taken place that gives the Authority a possible obligation
whose existence will only be confirmed by the occurrence or otherwise of uncertain future events not
wholly within the control of the Authority. Contingent liabilities also arise in circumstances where a
provision would otherwise be made but either it is not probable that an outflow of resources will be
required or the amount of the obligation cannot be measured reliably.

Contingent Liabilities are not recognised in the Balance Sheet but are disclosed in a note to the
accounts, refer to Note 38 of the Statement of Accounts.

1.16 Reserves

The Authority sets aside specific amounts as reserves for future policy purposes. Reserves are created
by transferring amounts out of the General Fund Balance. When expenditure to be financed from a
reserve is incurred, it is charged to the appropriate service in that year to score against the surplus or
deficit on the Provision of services in the Comprehensive Income and Expenditure Statement. The
reserve is then transferred back into the General Fund Balance so that there is no net charge against
council tax for expenditure.

The Authority’s reserves, under the Code of Practice, are categorised between Usable and Unusable
Reserves, as defined in the Narrative Report to these accounts.

Usable Reserves disclosed in the Balance Sheet are as follows:

The Capital Receipts Reserve represents the amount of capital receipts available to finance future
capital expenditure. Refer to Note 9 to the Statement of Accounts.

The Capital Grants Unapplied Account represents capital grants and contributions received from
Government and Non-government Departments where the terms and conditions of the grants and
contributions have been met by the Authority but not yet applied to finance capital expenditure. Refer
to Note 9 to the Statement of Accounts.

The Insurance Fund represents monies set aside to meet the Authority’s potential future insurance
liabilities and is not available to finance general unspecified expenditure. Refer to Note 10 to the
Statement of Accounts.

Local Management of Schools Balances represent monies set aside by the Authority’s schools to be
used for individual school specific purposes and is not available to finance general unspecified
expenditure. Refer to Note 10 to the Statement of Accounts.

Other Earmarked Balances represent monies set aside or relating to a specific purpose and are not
available to finance general unspecified expenditure. Refer to Note 10 to the Statement of Accounts.

The General Fund Balance represents the monies available to the Authority to spend on general
expenditure and is not earmarked for specific projects. Refer to the Comprehensive Income and
Expenditure Statement, Movement in Reserves Statement and Note 9 to the Statement of Accounts.

The Consolidated Llwydcoed Crematorium Reserve represents the distributable revenue reserve
attributable to Merthyr Tydfil County Borough Council from the Llwydcoed Crematorium Joint
Committee. The reserve consists of the accumulated surpluses of the Crematorium’s operations. Refer
to Note 10 to the Statement of Accounts.
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The Consolidated Central South Consortium Reserve represents the distributable revenue reserve
attributable to Merthyr Tydfil County Borough Council from the Central South Consortium Joint
Committee. The reserve consists of the accumulated surpluses of the Consortium’s operations. Refer
to Note 10 to the Statement of Accounts.

The Consolidated Cardiff Capital Region City Deal Reserve represents the distributable revenue
reserve attributable to Merthyr Tydfil County Borough Council from the Cardiff Capital Region City Deal
Joint Committee. The reserve consists of the accumulated surpluses of the Joint Committee’s
operations. Refer to Note 10 to the Statement of Accounts.

Unusable Reserves disclosed in the Balance Sheet are as follows:

The Revaluation Reserve records unrealised revaluation gains/losses arising (since 1 April 2007) from
holding non-current assets. Refer to Note 24 to the Statement of Accounts.

The Capital Adjustment Account provides a balancing mechanism between the different rates at
which assets are depreciated under the Code of Practice and are financed through the capital controls
system. Refer to Note 24 to the Statement of Accounts.

The Financial Instruments Adjustment Account provides a balancing mechanism between the
different rates at which gains and losses are recognised under the Code of Practice and are required
by statute to be met from the General Fund. Refer to Note 24 to the Statement of Accounts.

The Accumulated Absences Adjustment Account represents the Employee Benefits accrual
calculated in compliance with International Accounting Standard (IAS) 19. Refer to Note 24 to the
Statement of Accounts.

The Pensions Reserve represents an assessment of the pension liability in respect of retirement
benefits earned to date by employees. Refer to Note 24 to the Statement of Accounts.

1.17 Revenue Expenditure Funded from Capital under Statute

Expenditure incurred during the year that may be capitalised under statutory provisions but does not
result in the creation of non-current assets has been charged as expenditure to the relevant service
revenue account in the year. Where the Authority has determined to meet the cost of this expenditure
from existing capital resources or by borrowing, a transfer to the Capital Adjustment Account then
reverses out the amounts charged in the Movement in Reserves Statement so there is no impact on the
level of council tax.

1.18 Schools

The Code of Practice on Local Authority Accounting in the United Kingdom confirms that the balance of
control for local Authority maintained schools lies within the local Authority. The code also stipulates
that those school’s assets, liabilities, reserves and cash flows are recognised in the local Authority
financial statements as if they were the transactions, cash flows and balances of the Authority.
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1.19 VAT

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

1.20 Fair Value Measurement

The Authority measures some of its non-financial assets such as surplus assets or investment
properties at fair value. Fair value is the price that would be received to sell an asset or paid to transfer
a liability in an orderly transaction between market participants at the measurement date. The fair value
measurement assumes that the transaction to sell the asset or transfer the liability takes place either:
a) In the principal market for the asset or liability, or

b) In the absence of a principal market, in the most advantageous market for the asset or liability

Inputs to the valuation techniques in respect of assets and liabilities for which fair value is measured or
disclosed in the Authority’s financial statements are categorised within the fair value hierarchy, as
follows:

e Level 1 Inputs - quoted prices in active markets for identical assets or
liabilities that the Authority can access at the measurement date

e Level 2 Inputs — Inputs other than quoted prices within Level 1 that are
observable for the asset or liability either directly or indirectly

e Level 3 Inputs - unobservable inputs for the asset or liability.

2.0 Accounting Standards that have been Issued but have not yet been Adopted

The Code requires the disclosure of information relating to the impact of an accounting change that will
be required by a new standard that has been issued but not yet adopted. The 2021/22 Code has been
issued and relevant standards are:

The Authority does not expect any of the new or amended standards within the 2021/22 Code to have
a material impact on the Financial Statements.

e Definition of a Business: Amendments to IFRS 3 Business Combinations
¢ Interest Rate Benchmark Reform: Amendments to IFRS 9, IAS 39 and IFRS 7

3.0 Critical Judgements in Applying Accounting Policies

In applying the accounting policies set out in Note 1, the Authority has had to make certain judgements
about complex transactions or those involving uncertainty about future events. The critical judgements
made in the Statement of Accounts are:

e There remains a high degree of uncertainty about future levels of funding for local government.
However, the Authority has determined that this uncertainty is not yet sufficient to provide an
indication that the assets of the Authority might be impaired as a result of a need to close facilities
and reduce levels of service provision.
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4.0 Assumptions made about the Future and other Major Sources of Estimation Uncertainty

The Statement of Accounts contains estimated figures that are based on assumptions made by the
Authority about the future, or that are otherwise uncertain. Estimates are made taking into account
historical experience, current trends and other relevant factors. However, because balances cannot be
determined with certainty, actual results could be materially different from the assumptions and
estimates.

As a result of the impact of the COVID-19 pandemic, the Authority’s valuers, Avison Young, reported
material uncertainty in the valuation report at 31 March 2020, in accordance with RICS Valuation —
Global Standards. The value of the effected valuations still included within the current year financial
statements is £19.4 million, as included in Note 14 and 15.

Further details are included in Notes 24, 36 and 37 to the Statement of Accounts.

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

Item Uncertainties Effect if Actual results differ from
Assumptions
Property, Plant A source of uncertainty is the valuation of If the Useful life of assets is reduced,

and Equipment fixed assets, which depends on depreciation increases and the carrying
judgements made in relation to build costs, amount of the asset falls. It is estimated
useful economic life as well as the that the annual depreciation charge would
condition and location of the assets. A firm increase by £156,858 for Buildings and
of independent valuers is engaged to £174,646 for Infrastructure for every year
provide the Authority with expert advice that useful lives had to be reduced.

about the assumptions applied (further
information on the valuation is included in
1.14 of the Accounting Policies).
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Fair Value When the fair values of financial assets The Authority uses a selection of valuation
Measurements and financial liabilities cannot be measured methods to measure the fair value of its
based on quoted prices in active markets  surplus assets, financial assets and
(i.e. Level 1 inputs), their fair value is liabilities. The significant unobservable
measured using valuation technigues (e.g. inputs used in the fair value measurement
quoted prices for similar assets or liabilities include management assumptions
in active markets or the discounted cash  regarding rent growth and discount rates —
flow (DCF) model. Where possible, the adjusted for regional factors (for some
inputs to these valuation techniques are financial assets).
based on observable data, but where this  Significant changes in any of the
is not possible judgement is required in unobservable inputs would result in a
establishing fair values. These judgements significantly lower or higher fair value
typically include considerations such as measurement.
uncertainty and risk. However, changes in
the assumptions used could affect the fair
value of the Authority’s assets and
liabilities.Where level 1 inputs are not
available, the Authority employs relevant
experts to identify the most appropriate
valuation techniques to determine fair
value.
Provisions Significant judgements relate to the An increase over the forthcoming year of
requirement for accounting provisions. 10% in the total number of insurance
Details regarding the judgements made in claims outstanding at year end would have
determining the provision values at 31% the effect of adding £75,500 to the
March 2021 are included within Note 22 to  provision.
the Statement of Accounts.
Pensions Estimation of the net liability to pay The effects on the net pension liability of
Liability pensions depends on a number of complex changes in individual assumptions can be
judgements relating to the discount rate measured. For instance, a 0.1% increase
used, the rate at which salaries are in the discount rate assumption would
projected to increase, changes in result in a decrease to the Present value of
retirement ages, mortality rates and the total obligation of £10.51 million.
expected returns on pension fund assets.
A firm of consulting actuaries, Aon Hewitt
Limited, is engaged to provide the Authority
with expert advice about the assumptions
to be applied, refer to Note 37.
Arrears At 31 March 2021, the Authority had If collection rates were to deteriorate, a
amounts it was owed for items such as doubling of the amount of impairment for
Sundry Debts, Council Tax and Housing doubtful debts would increase the
Benefit overpayments. provision to £2.464m

The Authority has made an allowance for
non collection against these debts (totalling
£9.080m excluding counterparty debt) of
£1.232m (13.6%), however in the current
economic climate it is not guaranteed that
this level of allowance will be sufficient.
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5.0 Material Items of Income and Expenditure

When items of income or expense are material, an Authority shall disclose their nature and amount
separately.

There are no material items of income or expense to disclose for the 2020/21 financial statements.

6.0 Events after the reporting period

The statement of Accounts was authorised by the Chief Finance Officer on 15" July 2021. Events taking
place after this date are not reflected in the financial statements or notes. Where events taking place
before this date provided information about conditions existing at 315 March 2021, the figures in the
financial statements and notes have been adjusted in all material respects to reflect the impact of this
information.

There are no Events after the reporting period.

7.0 Note to the Expenditure and funding analysis

Adjustments between Funding and Accounting
Basis 2020/21

Adjustments from the General Adjustments Net change for Other Total
Fund to arrive at the for Capital the Pensions Differences Adjustments
Comprehensive Income and Purposes Adjustments (Note 3)
Expenditure Statement Amounts (Note 1) (Note 2)

£'000 £'000 £'000 £'000
People and Performance 6,523 1,313 136 7,972
Places and Transformation 5,092 910 242 6,244
Corporate Costs 5,238 81 (6,709) (1,390)
Net Cost of Services 16,853 2,304 (6,331) 12,826
Other income and expenditure (22,804) 4,295 (102) (18,611)
from the Expenditure and Funding
Analysis
Difference between General Fund (5,951) 6,599 (6,433) (5,785)

Surplus or deficit and
Comprehensive Income and
Expenditure Statement Surplus or
Deficit on Provision of Services
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Adjustments between Funding and Accounting
Basis 2019/20

Adjustments from the General Adjustments Net change for Other Total
Fund to arrive at the for Capital the Pensions Differences Adjustments
Comprehensive Income and Purposes Adjustments (Note 3)
Expenditure Statement Amounts (Note 1) (Note 2)

£'000 £'000 £'000 £'000
People and Performance 2,820 1,330 311 4,461
Places and Transformation 5,588 925 9 6,522
Corporate Costs 2,043 61 10 2,114
Net Cost of Services 10,451 2,316 330 13,097
Other income and expenditure (14,011) 4,242 (102) (9,871)
from the Expenditure and Funding
Analysis
Difference between General Fund (3,560) 6,558 228 3,226

Surplus or deficit and
Comprehensive Income and
Expenditure Statement Surplus or
Deficit on Provision of Services

Note 1 - Adjustments for Capital purposes
Adjustments for capital purposes — this column adds in depreciation and impairments and revaluation
gains and losses in the service line, and for:

Other operating expenditure — adjusts for capital disposals with a transfer of income on
disposals of assets and the amounts written off for those assets

Financing and investment income and expenditure — the statutory charges for capital
financing — i.e. minimum revenue provision and other revenue contributions are deducted from
other income and expenditure as these are not chargeable under generally accepted accounting
practices.

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

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

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

For Financing and investment income and expenditure — the net interest on the defined
benefit liability is charged to the Comprehensive Income and Expenditure Statement.
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Note 3 - Other Differences
Other differences between amounts debited/credited to the Comprehensive Income and Expenditure
Statement and amounts payable/receivable to be recognised under statute:

8.0

9.0

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

discounts.

The charge under Taxation and Non-specific grant income and expenditure represents the
difference between what is chargeable under statutory regulations for council tax and NDR that
was projected to be received at the start of the year and the income recognised under generally
accepted accounting practices in the Code. This is a timing difference as any difference will be
brought into future surpluses or Deficits on the Collection Fund.

Expenditure and Income analysed by nature

2020/21 2019/20
Expenditure/Income £'000 £'000
Expenditure
Employee Benefits Expenses 87,330 83,577
Other Service Expenses 85,831 88,991
Depreciation, amortisation, impairment 13,339 7,621
Interest Payments 3,914 4,369
Precepts and Levies 8,152 7,706
Gain on the disposal of assets (14) (514)
Change in Fair Value of Investment Properties 298 0
Total expenditure 198,850 191,750
Income
Fees charges and other service income (14,403) (15,774)
Interest and Investment Income (50) (152)
Income from council tax, non-domestic rates (48,392) (47,504)
Government Grants and Contributions (151,606) (124,226)
Total income (214,451) (187,656)
Surplus or Deficit on the Provision of Services (15,601) 4,094

Adjustments between accounting basis and funding basis under requlations

This note details the adjustments that are made to the total comprehensive income and expenditure
recognised by the Authority in the year in accordance with proper accounting practice to arrive at the
resources that are specified by statutory provisions as being available to the Authority to meet future
capital and revenue expenditure. The following sets out a description of the reserves that the
adjustments are made against.

General Fund Balance
The General Fund is the statutory fund into which all the receipts of an Authority are required to be paid
and out of which all liabilities of the Authority are to be met, except to the extent that statutory rules
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might provide otherwise. These rules can also specify the financial year in which liabilities and payments
should impact on the General Fund Balance, which is not necessarily in accordance with proper
accounting practice. The General Fund Balance therefore summarises the resources that the Authority
is statutorily empowered to spend on its services or on capital investment at the end of the year.

Capital Receipts Reserve

The capital receipts reserve holds the proceeds from the disposal of land or other assets, which are
restricted by statute from being used other than to fund new capital expenditure or to be set aside to
fund historical capital expenditure. The balance on the reserve shows the resources that have yet to be
applied for these purposes at year end.

Capital Grants Unapplied

The Capital Grants Unapplied Account holds the grants and contributions received towards capital
projects for which the Council has met the conditions that would otherwise require repayment of the
monies but which have yet to be applied to meet expenditure. The balance is restricted by grant terms
as to the capital expenditure against which it can be applied and/or the financial year in which it can
take place.
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2020/21 Usable Reserves

Adjustments to the Revenue Resources General Capital Capital
Fund Receipts Grants

Balance Reserve Unapplied

£'000 £'000 £'000

Adjustments to the Revenue Resources

Amounts by which income and expenditure included in

the Comprehensive Income and Expenditure

Statement are different from revenue for the year

calculated in accordance with statutory requirements

* Pensions costs 6,598 0 0

* Financial Instruments (96) 0 0

» Holiday Pay 605 0 0

» Reversal of entries included in the Surplus or Deficit 17,243 0 0

on the Provision of Services in Relation to capital

expenditure

Total adjustments to Revenue Resources 24,350 0 0

Adjustments between Revenue and Capital

* Transfer of non-current asset sale proceeds from (404) 404 0

revenue to the Capital Receipts Reserve

» Statutory Provision for the repayment of Debt (2,074) 0 0

+ Capital expenditure financed from revenue balances (631) 0 0

» Amount by which finance costs charged to the (6,941) 0 0

Comprehensive Income and Expenditure Statement

are different from finance costs chargeable in the year

in accordance with statutory requirements

Total adjustments between Revenue and Capital (10,050) 404 0

Resources

Adjustments to Capital Resources

* Use of the capital receipts reserve to finance capital 0 (418) 0

expenditure

» Application of capital grants to finance capital (20,085) 0 245

expenditure

Total Adjustments to Capital Resources (20,085) (418) 245

Total Adjustments (5,785) (14) 245
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2019/20 Usable Reserves

Adjustments to the Revenue Resources General Capital Capital
Fund Receipts Grants
£'000 £'000 £'000

Adjustments to the Revenue Resources

Amounts by which income and expenditure included in

the Comprehensive Income and Expenditure

Statement are different from revenue for the year

calculated in accordance with statutory requirements

» Pensions costs 6,559 0 0

 Financial Instruments (86) 0 0

» Holiday Pay 317 0 0

» Reversal of entries included in the Surplus or Deficit 10,604 0 0

on the Provision of Services in Relation to capital

expenditure

Total adjustments to Revenue Resources 17,394 0 0

Adjustments between Revenue and Capital

Resources

» Transfer of non-current asset sale proceeds from (672) 672 0

revenue to the Capital Receipts Reserve

» Statutory Provision for the repayment of Debt (1,971) 0 0

» Capital expenditure financed from revenue balances (55) 0 0

» Amount by which finance costs charged to the 0 0 0

Comprehensive Income and Expenditure Statement

are different from finance costs chargeable in the year

in accordance with statutory requirements

Total adjustments between Revenue and Capital (2,698) 672 0

Resources

Adjustments to Capital Resources

» Use of the capital receipts reserve to finance capital 0 (624) 0

expenditure

» Application of capital grants to finance capital (11,470) 0 (88)

expenditure

Total Adjustments to Capital Resources (11,470) (624) (88)

Total Adjustments 3,226 48 (88)
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10.0 Movement in Earmarked Reserves

This note sets out the amounts set aside from the General Fund in earmarked reserves to provide
financing for future expenditure plans and the amounts posted back from earmarked reserves to meet
General Fund expenditure in 2020/21:

Restated
Balance Transfers Transfers Balance Transfers Transfers Balance
at 1st Out In 2019/20 at 31st Out In 2020/21 at 31st
April 2019/20 March 2020/21 March
2019 2020 2021
£'000 £'000 £'000 £'000 £'000 £'000 £'000
General Fund 4,700 0 0 4,700 0 635 5,335
Liwydcoed Reserve 1,028 (522) 0 506 0 183 689
Central South Consortium Reserve 9 0 0 9 0 0 9
Cardiff Capital Reaion City Deal 160 0 91 251 (135) 0 116
Balances held by schools under a 1,762 (679) 466 1,549 2 2,720 4,267
scheme of delegation
Insurance Reserve 2,169 (248) 0 1,921 0 171 2,092
Budget Reserve 1,401 (1,627) 2,561 2,335 (457) 103 1,981
Ffos-Y-Fran (Miller Argent) Account 935 (728) 581 788 (193) 246 841
Corporate Risk Fund Reserve 578 (393) 0 185 (297) 112 0
Redundancy Cost Reserve 337 (154) 0 183 0 159 342
Capital earmarked reserve 250 0 171 421 (371) 377 427
City Deal reserve 352 0 0 352 (79) 116 389
ISB Allocation Surplus Account 48 (89) 41 0 0 842 842
Highways - S38 Road Agreements 42 0 63 105 0 0 105
BIFFA Profit Sharing Grant 174 5) 0 169 0 0 169
Account
Working Skills for Adults and 240 (29) 81 292 (20) 66 338
Bridges2
Welsh Government Preliminary 101 0 0 101 0 0 101
flood defences risk assessment
Neighbourhood Services 21 0 0 21 0 264 285
Earmarked Reserve
NRSWA Ring-fenced Earmarked 167 (32 20 155 9 29 175
Reserve
West Merthyr Inquiry 168 (22) 0 146 (29) 127
Bishop Hedley 3-16 Headteacher 0 0 112 112 0 0 112
Schools Broadband Installation 22 (22) 108 108 (23) 34 119
Account
Inspire Cash match 81 0 24 105 0 24 129
Building Maintenance Mutual Fund 75 (31) 0 44 0 72 116
Balance
Communities For Work ESF Grant 51 0 32 83 0 28 111
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Restated
Balance Transfers Transfers Balance Transfers Transfers Balance
at 1st Out In 2019/20 at 31st Out In 2020/21 at 31st
April 2019/20 March 2020/21 March
2019 2020 2021
£'000 £'000 £'000 £'000 £'000 £'000 £'000
Hardship Grant Earmarked 0 0 0 0 0 926 926
Reserve
Recovery, transformation and 0 0 0 0 0 802 802
improvemen plan Reserve
Social Services Commitments 0 0 0 0 0 770 770
Reserve
Pay Award Reserve 0 0 0 0 0 696 696
Hardship Funding - Supporting 0 0 0 0 0 490 490
Digital Transformation
Hardship Funding - Support for 0 0 0 0 0 449 449
council tax collection
Welsh Government Legacy Fund 0 0 0 0 0 300 300
COVID Business admin fees 0 0 0 0 0 212 212
Apprenticeships Programme 0 0 0 0 0 200 200
Reserve
Covid Recovery Reserve 0 0 0 0 0 490 490
Other 1,853 (860) 195 1,188 (334) 267 1,121
Central South Consortium 19 0 27 46 (8) 0 38
Earmarked Reserves
Total 16,743 (5,441) 4,573 15,875 (1,947) 11,783 25,711

*Opening balances have been restated for comparative purposes.

Refer to accounting Policy 1.16 for a description of the General Reserve, Liwydcoed Reserve, Central
South Consortium Reserve, Cardiff Capital Region City Deal Reserve, Balances held by schools under
a scheme of delegation and the Insurance Reserve.

The nature and purpose of each earmarked reserve is as follows:

Budget Reserve - This reserve was created to assist the Authority with its forward financial planning in
both financing future costs of retirement and enabling investment to improve projects generating future
efficiency gains.

Ffos-Y-Fran Account - This consists of monies received from mining operations to a Community Fund
as part of the approval for the land reclamation scheme at Ffos- Y-Fran. The monies are earmarked for
community projects throughout the borough as approved by the Ffos-Y-Fran Panel.

Corporate Risk Fund Reserve - Monies set aside to address unavoidable in-year budget pressures
and to invest in innovative projects with longer term benefits.

Redundancy Cost Reserve - This consists of monies set aside to fund the costs of future redundancies.
Capital earmarked reserve — Monies set aside to fund one-off capital projects.

City Deal reserve — Monies set aside to fund future requirements of the City Deal Programme. Refer
to Note 40.
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ISB Allocation Surplus Account - This consists of the difference between budgeted and outturn
Individual Schools Budget Allocation which is carried forward into the following year’s calculation. An
additional allocation has also been made in 2020/21 in order to fund a shortfall in the school formula
(until 2024/25) for two schools, Cyfarthfa Primary School and Ysgol Santes Tudful to enable them to
take on full time Nursery places from September 2021.

Highways - S38 Road Agreements - Agreements between the Authority and private contractors to
ensure new roads meet local authority highways adoption standards.

BIFFA Profit Sharing Grant Account - This consists of monies received from Biffa Waste under the
profit sharing agreement at Trecatti Tip. The reserve is to be utilised on projects throughout the County
Borough.

Working Skills for Adults and Bridges 2 — This consists of monies required to cash match the
European Structural Funds projects for the period 2016-2022.

Welsh Government Preliminary flood defences risk assessment - Monies earmarked for use
improving and repairing existing flood infrastructure

Neighbourhood Services Reserve — This consists of monies set aside to fund specific projects within
the Neighbourhood Service area

NRSWA Ring fenced Earmarked Reserve — This income is generated by Fixed Penalty notices and
has to be spent on specific Highways Improvement Planning functions.

West Merthyr Enquiry — This includes monies set aside to finance legal costs in relation to a public
inquiry regarding land at West Merthyr.

Bishop Hedley 3-16 Headteacher Account — This consists money set aside to fund the Headteacher
of the new Bishop Hedley 3 — 16 School for one year during the transition.

Schools Broadband Installation Account — This includes monies set aside for the on-going support,
maintenance, replacement and contingency for the entire schools wide area network.

Inspire Cash Match - Monies required to cash match the Inspire Projects for the period 2016 — 2022.

Building Maintenance Mutual Fund Balance - Funds contributed by schools to fund repairs and
maintenance. Schools are able to bid for contributions from the fund for specific projects.

Communities for Work ESF Grant - Monies required to cash match the Project for the period 2016 —
2022.

Hardship Grant Earmarked Reserve - Revenue grant income claimed in 2020/21 to cover future
hardship costs.

Recovery, transformation and improvement (RTI) Plan — Monies have been set aside to fund the
RTI Plan.

Social Services Commitments Reserve - To fund Social Service pressures in 2021/22 due to
Coronavirus.
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Pay Award Reserve — Monies set aside to fund any pay award in 21/22.

Hardship Funding - Supporting Digital Transformation - Funding provided by Welsh Government
to support digital transformation throughout the Authority.

Welsh Government Legacy Fund — Monies set aside to fund a transition arrangement if the Legacy
fund within the Children and Communities Grant ends at 31st March 2022.

COVID Business admin fees - Monies for additional burden of administering WG business support
payments.

Apprenticeships Programme Reserve — Monies have been set aside to fund an apprenticeship
programme.

Covid Recovery Reserve — Monies set aside to fund expenditure across service areas in relation to
recovery from the global pandemic.

Other - This consists of 37 miscellaneous balances ranging up to a value of £93,593.

11.0 Other operating expenditure

2019/20 2020/21
£'000 £'000
4,694 South Wales Police Precept 5,018

23 Bedlinog Community Council Precept 23

2,790 South Wales Fire and Rescue Authority Levy 2,925

198 Other Levies 186

(514) (Gains)/losses on the disposal of non-current (14
assets

7,191 Total 8,138

12.0 Financing and Investment Income and Expenditure

2019/20 2020/21
£'000 £'000
4,369 Interest payable and similar charges 3,914
4,272 Net interest on the net defined benefit liability 4,315

(asset)
(151) Interest receivable and similar income (50)
0 Change in Fair Value of Investment 298
Properties
8,490 Total 8,477
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13.0 Taxation and “Non-specific” Grant Income and Expenditure

2019/20 2020/21
£'000 £'000
(28,464) Council tax income (29,773)
(19,061) Non-domestic rates income (18,582)
(72,244) Non-ringfenced government grants (Revenue (78,227)
Support Grant)
(11,470) Capital grants and contributions (20,183)
21 Corporation Tax Cardiff Capital Region City Deal (37)
(131,218) Total (146,802)

National Non-Domestic Rates (NNDR)

NNDR is organised on a national basis. The government specifies an amount for the rate and, subject
to the effects of transitory arrangements, local businesses pay rates calculated by multiplying their
rateable value by that amount. The Authority is responsible for collecting rates due from ratepayers in
its area but pays the proceeds into the NNDR pool administered by the Welsh Government (WG). The
WG redistributes the sums payable back to the Authority on the basis of a fixed amount per head of
population.

The total Non-Domestic Rateable Value as at 31st March 2021 was £41,098,335 (£41,768,735 as at
31st March 2020) with the Non-Domestic Rate Multiplier being £0.535 (53.5 pence) in the pound (£0.526
(52.6 pence) in the pound for 2019/20). The total number of chargeable properties for 2020/21 was
1,950 (2019/20 — 1,904). The net proceeds from Non-Domestic Rates in 2020/21 was £18,582,476
(2019/20 - £19,060,768).

Council Tax

Council Tax income derives from charges raised according to the value of residential properties, which
have been classified into nine valuation bands. Charges are calculated by taking the amount of income
required for the forthcoming year and dividing this amount by the Council Tax base. The number of
chargeable dwellings for Council Tax for 2020/21 was 27,401 (2019/20 — 27,359).

A breakdown of the chargeable dwellings over the nine valuation bands is as follows:
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Dwellings Band Range Dwellings

2019/20 (Based on 1 April 2003 values) 2020/21

14,149 A Not exceeding £44,000 14,173

6,665 B Between £44,000 and £65,000 6,665

2,196 C Between £65,000 and £91,000 2,204

2,160 D Between £91,000 and £123,000 2,163

1,471 E Between £123,000 and £162,000 1,471

562 F Between £162,000 and £223,000 566

147 G Between £223,000 and £324,000 150

2 H Between £324,000 and £424,000 2

7 |  Exceeding £424,000 7

27,359 27,401
Dwellings Tax Base Dwellings Tax Base
2019/20 2019/20 2020/21 2020/21
Total Number of properties on the valuation list 27,359 27,359 27,401 27,401
Less Exempt properties 100% 862 (862) 909 (909)
Less Single Discounts 25% 9608 (2,402) 9855 (2,464)
Less Multiple Discounts 50% 643 (321) 52 (26)
Band D Conversion (4,787) (4,834)
Losses on Collection (759) (767)
Tax Base 18,228 18,401

Requirement for Merthyr Tydfil County
Borough Council

£28,988,372.00

£30,723,520.00

Basic Band D tax for the year £1,590.35 £1,669.71
Payable to South Wales Police £4,694,003.00 £5,018,102.00
Band D tax for South Wales Police £257.52 £272.72
*Total Band D tax for the year £1,847.87 £1,942.43

*Band D community council addition for properties in Bedlinog £19.95 (£19.45 2019/20)

The basic amount for a Band D property is multiplied by the proportion specified for the particular band

to give the individual amount due:

Band A B C D E F

Multiplier 6/9 7/9 89 1 11/9 13/9
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14.0 Property, Plant and Equipment
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£'000 £'000 £'000 £'000 £'000 £'000 £'000
Cost or Valuation
At 1% April 2020 158,215 6,570 144,178 470 4,174 6,701 320,308
Opening Balance Adjustment* 13 0 (218) 0 0 0 (205)
Acquisitions/Additions 3,688 1,882 5,222 157 71 13,079 24,099
Revaluation Increases/Decreases recognised in the Revaluation Reserve (5,001) 0 0 0 112 0 (4,889)
Revaluation Increases/Decreases to Surplus/Deficit on the Provision of Services (4,358) 0 0 (386) 0 0 (4,744)
Derecognition - Disposals (42) (969) 0 0 (36) 0 (1,047)
Derecognition - Other 0 0 0 0 0 0 0
Reclassification and Transfers (2,349) 0 0 (170) 8 (10) (2,521)
At 31" March 2021 150,166 7,483 149,182 71 4,329 19,770 331,001
Accumulated Depreciation and Impairment
As 1% April 2020 3,031 3,964 51,679 229 7 630 59,540
Opening Balance Adjustment* (36) 0 (218) 0 0 (254)
Depreciation Charge 3,174 888 3,758 0 30 0 7,850
Depreciation written out to the Revaluation Reserve (2,190) 0 0 0 Q) 0 (2,191)
Depreciation written out to the Surplus/Deficit on the Provision of Services (763) 0 0 0 (D) 0 (764)
Impairment losses/(reversals) recognised in the Revaluation Reserve 16 0 0 0 0 0 16
Impairment losses/(reversals) recognised in the Surplus/Deficit on the Provision 304 25 933 (229) 71 406 1,510
of Services
Derecognition - Disposals (20) (909) 0 0 0 0 (919)
Derecognition - Other 0 0 0 0 0 0 0
Reclassification and Transfers 0 0 0 0 0 0 0
At 31" March 2021 3,526 3,968 56,152 0 106 1,036 64,788
Net Book Value
At 31°' March 2021 146,640 3,515 93,030 71 4,223 18,734 266,213

1The opening balance adjustment includes £36,000 to land and buildings, and £218,000 to infrastructure to remove feasibility studies that had been
fully impaired in previous years.
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£'000 £'000 £'000 £'000 £'000 £'000 £'000
Cost or Valuation
At 1st April 2019 153,711 5,827 142,050 241 4,037 2,166 308,032
Opening Balance Adjustment 0 0 0 0 0 12 12
Acquisitions/Additions 3,063 1,522 2,128 229 (0] 5,830 12,772
Revaluation Increases/Decreases recognised in the Revaluation Reserve 643 0 0 0 102 0 745
Revaluation Increases/Decreases to Surplus/Deficit on the Provision of Services (369) 0 0 0 32 0 (337)
Derecognition - Disposals (144) (779) 0 0 0 0 (923)
Derecognition - Other 0 0 0 0 0 0 0
Reclassification and Transfers 1,311 0 0 0 3 (1,307) 7
At 31st March 2020 158,215 6,570 144,178 470 4,174 6,701 320,308
Accumulated Depreciation and Impairment
As 1st April 2019 2,724 4,056 48,136 0 5 249 55,170
Depreciation Charge 2,936 668 3,319 0 6 0 6,929
Depreciation written out to the Revaluation Reserve (2,165) 0 0 0 4 0 (2,169)
Depreciation written out to the Surplus/Deficit on the Provision of Services (717) 0 0 0 0 0 (717)
Impairment losses/(reversals) recognised in the Revaluation Reserve 22 0 0 0 0 0 22
Impairment losses/(reversals) recognised in the Surplus/Deficit on the Provision 231 8 224 229 0 381 1,073
of Services
Derecognition - Disposals 0 (768) 0 0 0 0 (768)
Derecognition - Other 0 0 0 0 0 0 0
Reclassification and Transfers 0 0 0 0 0 0 0
At 31st March 2020 3,031 3,964 51,679 229 7 630 59,540
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Capital Commitments

As at 31st March 2021, the Authority had entered into a number of contracts for the construction or
enhancement of property, plant and equipment in 2020/21 and future years budgeted to cost
£8,167,000. Similar commitments at 31st March 2020 were £12,864,000. The major commitments as
at 31st March 2021 are as follows:

Capital Scheme Value

£'000
Community Regeneration 1,822
Neighbourhood Services 67
Corporate Services 2,264
Education 3,855

8,008

Revaluations

The Authority carries out a rolling programme that ensures that all Property, Plant and Equipment
required to be measured at current value is re-valued at least every five years. All valuations were
carried out externally. Valuations of land and buildings were carried out in accordance with the
methodologies and bases for estimation set out in the professional standards of the Royal Institution of
Chartered Surveyors.
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15.0 Heritage Assets
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£'000 £'000 £000 £000 £000
Cost or Valuation
At 1% April 2020 3,788 257 3,825 54 7,924
Acquisitions/Additions 2 0 27 0 29
Revaluation Increases/Decreases recognised in
the Revaluation Reserve 0 0 (91) 0 (91)
Revaluation Increases/Decreases to
Surplus/Deficit on the Provision of Services 2 0 29 0 27
Derecognition - Disposals 0 0 0 0 0
Derecognition - Other 0 0 0 0 0
Reclassification and Transfers 0 0 0 170 170
At 31°' March 2021 3,788 257 3,790 224 8,059
Accumulated Depreciation and Impairment
As 1% April 2020 0 0 594 0 594
Depreciation Charge 0 0 0 0 0
Depreciation written out to the Revaluation
Reserve 0 0 0 0 0
Depreciation written out to the Surplus/Deficit on
the Provision of Services 0 0 0 0 0
Impairment losses/(reversals) recognised in the
Revaluation Reserve 0 0 0 0 0
Impairment losses/(reversals) recognised in the
Surplus/Deficit on the Provision of Services 0 0 27 0 27
Derecognition - Disposals 0 0 0 0 0
Derecognition - Other 0 0 0 0 0
Reclassification and Transfers 0 0 0 0 0
At 31°' March 2021 0 0 621 0 621
Net Book Value
At 31°' March 2021 3,788 257 3,169 224 7,438
At 31% March 2020 3,788 257 3,231 54 7,330
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£'000 £'000 £'000 £'000 £'000
Cost or Valuation
At 1% April 2019 3,788 257 3,913 54 8,012
Acquisitions/Additions 0 0 0 0 0
Revaluation Increases/Decreases recognised in
the Revaluation Reserve 0 0 (88) 0 (88)
Revaluation Increases/Decreases to
Surplus/Deficit on the Provision of Services 0 0 0 0 0]
Derecognition - Disposals 0 0 0 0 0
Derecognition - Other 0 0 0 0 0
Reclassification and Transfers 0 0 0 0 0
At 31°' March 2020 3,788 257 3,825 54 7,924
Accumulated Depreciation and Impairment
As 1% April 2019 0 0 594 0 594
Depreciation Charge 0 0 0 0 0]
Depreciation written out to the Revaluation
Reserve 0 0 0 0 0
Depreciation written out to the Surplus/Deficit on
the Provision of Services 0 0 0 0 0
Impairment losses/(reversals) recognised in the
Revaluation Reserve 0 0 0 0 0
Impairment losses/(reversals) recognised in the
Surplus/Deficit on the Provision of Services 0 0 0 0 0]
Derecognition - Disposals 0 0 0 0 0
Derecognition - Other 0 0 0 0 0
Reclassification and Transfers 0 0 0 0 0
At 31°' March 2020 0 0 594 0 594
Net Book Value
At 31°' March 2020 3,788 257 3,231 54 7,330
At 31% March 2019 3,788 257 3,319 54 7,418
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The Authority’s Heritage Assets include Cyfarthfa Castle within the historic buildings category. The
Museum Collection includes Art, Ceramics, Porcelain work, figurines and instruments. The valuation of
the Museum Collection is included at insurance valuation.

16.0 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 and government grant, do not give rise to financial instruments.

The following categories of financial instrument are carried in the Balance Sheet:

Non-Current Current
Financial Assets 31st March 31st March 31st March 31st March
2021 2020 2021 2020
£'000 £'000 £'000 £'000
Investments at Amortised Cost 89 10 24,001 10,028
Debtors:
Gellideg Co-operative Loan 367 388 20 20
Welsh Water Loan 0 0 1 60
Home Loans 508 432 0 0
VWP 708 200 77 100
Other 88 3 0 0
Total Financial Assets 1,760 1,033 24,099 10,208
Non - Financial Assets 0 0 38,381 25,675
Total 1,760 1,033 62,480 35,883
Non-Current Current

Financial Liabilities

31st March 31st March

31st March 31st March

2021 2020 2021 2020

£'000 £'000 £'000 £'000
Borrowings at Amortised Cost 65,382 56,432 59,834 54,587
Total Financial Liabilities 65,382 56,432 59,834 54,587
Non - Financial Liabilities
Finance Lease and Other 1,768 1,811 54 57
Creditors 431 512 21,753 18,748
Total 2,199 2,323 21,807 18,805
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