GLOSSARY

Accruals

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

Accumulated Absences Account

is the account that holds the differences between the amounts debited or credited to the
Comprehensive Income and Expenditure Statement in accordance with the Code and the
amounts debited and credited to the General Fund in accordance with the statutory
regulations relating to accruals made for the cost of holiday entitlements earned by
employees but not yet taken before the year end

Agency Work

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

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

Apportionments

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

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

Asset

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

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

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

Assets under Construction

are assets that are currently being developed and constructed and are yet to be completed.
They are valued at cost.

Audit of Accounts

is an examination by an independent expert of an organisation’s financial affairs to check
that the relevant legal obligations and the codes of practice have been followed.
Available-for-Sale Assets

are financial assets which are not classed as loans and receivables. These include gilt-
edged stocks and bonds which are quoted in an active market. They are carried in the
balance sheet at fair value.

Available-for-Sale Financial Instruments Reserve

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

Balances

is the accumulated surplus of revenue income over expenditure.

Balance Sheet

is a financial statement summarising the Council’s assets, liabilities and other balances at
the end of each accounting period.

Best Value

is the Government’s legislative framework for ensuring that local authorities have set up
arrangements to secure sustained improvement in quality and cost of local service provision.
It imposes two new duties: the Duty of Best Value and the Duty to Consult. The onus is on
the local authorities to demonstrate they are achieving Best Value rather than on Central



Government to prescribe it. It replaced Compulsory Competitive Tendering legislation on 1
April 2000.

Budget

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

Capital Adjustment Account

is a reserve created from the balances on the Capital Financing Account and Fixed Asset
Restatement Account as at 31 March 2007. This account will continue to record the
consumption of historic cost over the life of the asset and Revenue Expenditure Funded from
Capital under Statute over the period that the authority benefits from the expenditure. The
account will also record the resources set aside to finance capital expenditure.

Capital Charges

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

Capital Contributions/Grants

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

Capital Expenditure (Outlay)

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

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

Capital Financing Charges

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

Capital Programme

is a financial summary of the capital schemes that South Somerset intends to carry out over
a specified time period.

Capital Receipts

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

Carry Forwards

are unspent revenue budget approvals which the district executive committee is able to
transfer into the following financial year.

Cash Equivalents

are short-term highly liquid investments that are readily convertible to known amounts of
cash and are subject to an insignificant risk of changes in value.

Cash Flow Statement

summarises the inflows and outflows of cash arising from transactions with third parties for
both revenue and capital purposes.

Cash Limited Budgets

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

Central Government Grants

comprise three types:—Revenue Support Grant (RSG) , Housing and Planning Delivery
Grant (HPDG) and Area Based Grant (ABG) — grants paid by central government to aid local
authority services in general, as opposed to specific grants, which may only be used for a
specific purpose. RSG makes up the difference between expenditure at the formula
spending share and the amount which would be collected in council tax for that level of
expenditure and the amount of non domestic rate redistributed. ABG is a general grant
allocated directly to local authorities as additional revenue funding to areas. HPDG is to



reward local authorities for improved delivery of housing and other planning outcomes as
part of their strategic place shaping role and to provide more support to communities and
local councils who are actively seeking to deliver new homes.

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

—Supplementary grants — grants in aid of both capital and revenue

CIPFA
is the Chartered Institute of Public Finance and Accountancy.

Code

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

Collection Funds

are separate funds recording the expenditure and income relating to council tax, non-
domestic rates and residual community charge.

Collection Fund Adjustment Account

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

Community Assets

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

Component Accounting
is when significant components of non-current assets are depreciated separately over their
useful life.

Comprehensive Income and Expenditure Statement (CIES)

consolidates all the gains and losses experienced by an authority during the financial year.
Consistency

is one of the fundamental accounting concepts. It requires accountants to treat similar items
of income and expenditure the same way - both within an accounting period and from one
accounting period to the next.

Corporate and Democratic Core

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

Creditors

are amounts of money SSDC owes to others for goods and services that they have supplied
in the accounting period but not paid for.

Debtors

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

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



Derecognition

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

Earmarked Revenue Reserves

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

Easement

is a charge made for access rights over land owned by the Council.

Effective Interest Rate

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

Emoluments

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

Employment Costs

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

Eurobonds

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

Fair Value (Financial Instruments)

is the amount for which an asset could be exchanged, or a liability settled, between
knowledgeable, willing parties in an arm’s-length transaction. If available, this will be a
published price quotation in an active market; otherwise, alternative valuation techniques will
be employed.

Fair Value (Tangible Assets)

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

Family Group

is a selection of similar districts which the Council has been externally compared with.
Fees and Charges

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

Finance Leases

are those leases which transfer substantially the benefits and risks of ownership of the asset
that is being leased to the party who is leasing the asset.

Financial Instruments

are any contracts that give rise to a financial asset of one entity and a financial liability or
equity instrument of another. In practice these include bank deposits, loans, investments,
borrowings and other receivables or payables.

Financial Instruments Adjustment Account

is the account which holds the differences between the amounts credited to the
Comprehensive Income and Expenditure Statement in accordance with the Code and the
interest income required to be credited to the General Fund in accordance with statutory
regulations relating to soft loans.

Financing Transactions

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

General Fund Balance



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

Gilt

Is a bond issued by the government which offers the investor a fixed interest rate for a
predetermined set time.

Government Grants

are made by the Government towards either revenue or capital expenditure to help with the
cost of providing services and capital projects. Some government grants have restrictions on
how they may be used whilst others are general.

Housing Benefits

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

Impairment
is the reduction in the value of a non-current asset as shown in the balance sheet to reflect
its true value.

Income

is the amount which the Council receives, or expects to receive, from any source; service
committee revenue income includes grants, sales, rents and fees and charges.
Infrastructure

are those assets which do not have a realisable value and include roads and footpaths.

Intangible Fixed Assets
are assets that do not have physical substance but are controlled by the Council as a result
of a past event.

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

FRS

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

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

Investment Property
Is property held exclusively for revenue generation of for the capital gains that the assets is
expected to generate.

Liability

must be included in the financial statements when SSDC owes money to others. There are
different types of liability: -

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

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

Liquid Resources

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



Loans and Receivables

are financial instruments that have fixed or determinable payments and are not quoted in an
active market.

Local Authority Business Growth Initiative (LABGI) Scheme Grant

is a grant awarded to the Council by the Government. The purpose of this grant was to
provide support towards expenditure lawfully incurred or to be incurred by the Council. There
is therefore no restriction on its use.

Long-term Investments

are those which are intended to be held on a continuous basis for the activities of the
authority.

Materiality

is one of the main accounting concepts. It ensures that the statement of accounts includes
all the transactions that, if omitted, would lead to a significant distortion of the financial
position at the end of the accounting period.

Minimum Revenue Provision

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

Money Market Funds
are short term deposits that are deposited into a mutual fund that buys securities.

Movement in Reserves Statement (MIRS)

shows the movement in the year on the different reserves held by the authority, analysed
into ‘usable reserves’ and ‘unusable reserves’.

National Non-Domestic Rate (NNDR) Income (also known as Business Rates)
Business Rates are collected locally, pooled nationally and then redistributed to all local
authorities on a population basis.

NILO

stands for National Investment and Loans Office. It is a Central Government department
and includes the PWLB. (Public Works Loans Board)

Net Book Value

is the Balance Sheet amount of non-current assets and represents their historical cost or
current replacement value less cumulative depreciation provisions. Net Current
Replacement Cost

is the cost of replacing an asset in its existing condition and use.Net Realisable Valueis the
open market value of an asset in its existing use net of the potential expenses of sale.

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

Non-Current Asset Held for Sale

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

Non-operational Assets

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

Operational Assets

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

are all leases which are not finance leases. Other Operating Costs



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

Precept

is the means by which Somerset County Council; Avon and Somerset

Police Authority; Devon and Somerset Fire and Rescue Authority and the parishes obtain
their revenue income from the District Councils’ Collection Funds.

Provisions

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

PWLB

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

Prudence

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

Rateable Value

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

Related Parties

are when at any time during the financial period:-

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

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

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

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

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

Remuneration

includes taxable salary payments to employees, together with non-taxable payments on
termination of employment (including redundancy, pension enhancement payments, and pay
in lieu of notice), taxable expense allowances and any other taxable benefits.

Reserves

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

Residual Value

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

Revaluation Reserve

is a new reserve which records the unrealised revaluation gains arising since 1 April 2007
from holding non-current assets. Previously such gains were credited to the Fixed Asset
Restatement Account.

Revenue Expenditure

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

Revenue Expenditure Funded Capital under Statute

are capital grants made by SSDC to another organisation or person. This counts as capital
expenditure but it does not create an asset that belongs to SSDC. The expenditure is
charged to the balance sheet, but it is then reversed out through the Capital Adjustment
Account to the revenue account.

Revenue Support Grant



is a general grant paid by the Government to local authorities as a contribution towards the
cost of their services.

Slippage

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

Soft Loans

are loans made by the authority at less than market interest rates for policy reasons rather
than for treasury management purposes. At SSDC these comprise car loans, bike loans and
loans for learning which are made on an interest-free basis to certain employees. These are
held at fair value, which is calculated as the present value of all future cash receipts
discounted using the prevailing market rate of interest.

Usable Reserves
are reserves that can be applied to fund expenditure or reduce local taxation.



