Glossary of Terms

Accruals Basis

The accruals principle is that income is recorded when it is earned rather than when it
is received, and expenses are recorded when goods or services are received rather
than when the payment is made.

Agency Services

These are services that are performed by or for another Authority or public body,
where the principal (the Authority responsible for the service) reimburses the agent
(the Authority carrying out the work) for the costs of the work.

Appointed Auditors

From 1 April 2015 the appointment of External Auditors to Local Authorities is
undertaken by Public Sector Audit Appointments Limited (PSAA), an independent
company limited by guarantee and incorporated by the Local Government Association
in August 2014. This role was previously undertaken by The Audit Commission. Grant
Thornton is the Council’'s appointed Auditor.

Associate Companies
An associate is an entity over which the Council has significant influence.

Association of Greater Manchester Authorities (AGMA)

AGMA represents the ten local authorities in Greater Manchester and works in
partnership with Central Government, regional bodies and other Greater Manchester
public sector bodies.

Authorised Limit
This represents the legislative limit on the Council’s external debt under the Local
Government Act 2003.

Balances
The balances of the Authority represent the accumulated surplus of income over
expenditure on any of the Funds.

Better Care Fund (BCF)

The BCF was announced by Government in the June 2013 spending round to ensure
a transformation in health and social care. The BCF creates a pooled budget between
the Council and the Clinical Commissioning Group (CCG).
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Building Schools for the Future (BSF)
This was a major Central Government programme for replacing/upgrading schools
often via the Private Finance Initiative (PFI).

Capital Adjustment Account

The Account accumulates (on the debit side) the write-down of the historical cost of
non-current assets as they are consumed by depreciation and impairments or written
off on disposal. It accumulates (on the credit side) the resources that have been set
aside to finance capital expenditure. The same process applies to capital expenditure
that is only capital by statutory definition (revenue expenditure funded by capital under
statute). The balance on the account thus represents timing differences between the
amount of the historical cost of non-current assets that has been consumed and the
amount that has been financed in accordance with statutory requirements.

Capital Expenditure
This is expenditure on the acquisition of a non-current asset, or expenditure, which
adds to, and not merely maintains, the value of an existing non-current asset.

Capital Financing Charges
This is the annual charge to the revenue account in respect of interest and principal
repayments and payments of borrowed money, together with leasing rentals.

Capital Receipts

Income received from the sale of land or other capital assets, a proportion of which
may be used to finance new capital expenditure, subject to the provisions contained
within the Local Government Act 2003.

Carrying Amount
The Balance Sheet value recorded of either an asset or a liability.

Chartered Institute of Public Finance and Accountancy (CIPFA)
CIPFA is the leading professional accountancy body for public services.

Collection Fund

The Council as a billing authority has a statutory obligation to maintain a separate
Collection Fund. This shows the transactions of the Council in relation to the collection
from taxpayers of Council Tax and Non-Domestic Rates (NDR) and its distribution to
local government bodies and the Government.

Community Assets

These are non-current assets that the Council intends to hold in perpetuity which have
no determinable finite useful life and, in addition, may have restrictions on their
disposal. Examples include parks and historical buildings not used for operational
purposes.

Contingency

This is money set aside in the budget to meet the cost of unforeseen items of
expenditure, or shortfalls in income, and to provide for inflation where this is not
included in individual budgets.
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Contingent Liabilities or Assets

These are amounts potentially due to or from individuals or organisations which may
arise in the future but which at this time cannot be determined accurately, and for
which provision has not been made in the Council’s accounts.

Co-operative Council

This is the ethos of the Council embodied by the desire that citizens, partners and
staff work together to improve the borough and create a confident and ambitious
place.

Council Tax Requirement

This is the estimated revenue expenditure on General Fund services that will be
financed from the Council Tax after deducting income from fees and charges, General
Fund Balances, specific grants and any funding from reserves.

Creditors
Amounts owed by the Council for work done, goods received or services rendered, for
which payment has not been made at the date of the balance sheet.

Current Service Cost

Current Service Cost is the increase in the present value of a defined benefit pension
scheme’s liabilities expected to arise from employee service in the current period, i.e.
the ultimate pension benefits “earned” by employees in the current year’s
employment.

Current Value
The current value of an asset reflects the economic environment prevailing for the
service or function the asset is supporting at the reporting date.

Curtailment
Curtailments will show the cost of the early payment of pension benefits if any
employee has been made redundant in the previous financial year.

Debtors
These are sums of money due to the Council that have not been received at the date
of the Balance Sheet.

Deferred Capital Receipts
These represent capital income still to be received after disposals have taken place
and wholly consists of principal outstanding from the sale of council houses.

Defined Benefit Scheme

This is a pension or other retirement benefit scheme other than a defined contribution
scheme. Usually, the scheme rules define the benefits independently of the
contributions payable and the benefits are not directly related to the investments of
the scheme. The scheme may be funded or unfunded (including notionally funded).

Defined Contribution Scheme

Page 3 of 10 [Document Title] [date]



A Defined Contribution Scheme is a pension or other retirement benefit scheme into
which an employer pays regular contributions as an amount or as a percentage of pay
and will have no legal or constructive obligation to pay further contributions if the
scheme does not have sufficient assets to pay all employee benefits relating to
employee service in the current and prior periods.

Department for Communities and Local Government (DCLG)
DCLG is a Central Government department with the overriding responsibility for
determining the allocation of general resources to Local Authorities.

Depreciation
This is the measure of the wearing out, consumption, or other reduction in the useful
economic life of property plant and equipment assets.

Derecognition
Financial assets and liabilities will need to be removed from the Balance Sheet once
performance under the contract is complete or the contract is terminated.

Discounts

Discounts represent the outstanding discount received on the premature repayment of
Public Works Loan Board loans. In line with the requirements of the Code, gains
arising from the repurchase or early settlement of borrowing have been written back
to revenue. However, where the repurchase or borrowing was coupled with a
refinancing or restructuring of borrowing with substantially the same overall economic
effect when viewed as a whole, gains have been recognised over the life of the
replacement loan.

Earmarked Reserves
The Council holds a number of reserves earmarked to be used to meet specific,
known or predicted future expenditure.

External Audit

The independent examination of the activities and accounts of Local Authorities to
ensure the accounts have been prepared in accordance with legislative requirements
and proper practices and to ensure the Authority has made proper arrangements to
secure value for money in its use of resources.

Fair Value

Fair Value is the price that would be received to sell and asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement
date.

Finance Lease
A finance lease is a lease that transfers substantially all of the risks and rewards of
ownership of a non-current asset to the lessee.

Financial Instruments

A financial instrument is any contract that gives rise to a financial asset of one entity
and a financial liability or equity instrument of another. The term financial instrument’
covers both financial assets and financial liabilities and includes both the most
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straightforward financial assets and liabilities such as trade receivables and trade
payables and the most complex ones such as derivatives and embedded derivatives.

Financial Regulations

These are the written code of procedures approved by the Council, intended to
provide a framework for proper financial management. Financial regulations usually
set out rules on accounting, audit, administrative and budgeting procedures.

General Fund
This is the main revenue fund of the Authority and includes the net cost of all services
financed by local taxpayers and Government grants.

Greater Manchester Combined Authority (GMCA)

Created by the Local Government, Economic Development and Construction Act, the
Greater Manchester Combined Authority (GMCA) assumed its powers and duties on
1 April 2011. It took over the functions previously the responsibility of the Greater
Manchester Integrated Transport Authority (GMITA), which it replaced. It also took
over responsibility for transport planning, traffic control and wide loads, assumed
responsibility for the transportation resources allocated to the Greater Manchester
region and regional economic development functions.

Greater Manchester Waste Disposal Authority (GMWDA)
This is a levying Authority that provides waste disposal strategy, policy and services
to nine of the AGMA Councils.

Heritage Asset

A tangible asset with historical, artistic, scientific, technological, geophysical or
environmental qualities that is held and maintained principally for its contribution to
knowledge and culture.

Housing Benefit

This is an allowance to persons receiving little or no income to meet, in whole or part,
their rent. Benefit is allowed or paid by Local Authorities but Central Government
refunds part of the cost of the benefits and of the running costs of the services to
Local Authorities. Benefits paid to the Authority’s own tenants are known as rent
rebate and that paid to private tenants as rent allowance.

Housing Revenue Account (HRA)

Local Authorities are required to maintain a separate account - the Housing Revenue
Account - which sets out the expenditure and income arising from the provision of
Council housing. Other services are charged to the General Fund.

Impairment

A reduction in the value of assets below its value brought forward in the Balance
Sheet. Examples of factors which may cause such a reduction in value include
general price decreases, a significant decline in a non-current asset’s market value
and evidence of obsolescence or physical damage to the asset.

Infrastructure Assets
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Non-current assets which generally cannot be sold and from which benefit can be
obtained only by continued use of the asset created. Examples of such assets are
highways, footpaths, bridges and water and drainage facilities.

Intangible Assets
These are assets that do not have physical substance but are identifiable and
controlled by the Council. Examples include software, licenses and patents.

International Financial Reporting Standard (IFRS)

Defined Accounting Standards that must be applied by all reporting entities to all
financial statements in order to provide a true and fair view of the entity’s financial
position, and a standardised method of comparison with financial statements of the
other entities.

Inventories
Amounts of unused or unconsumed stocks held in expectation of future use.
Inventories are comprised of the following categories:

Goods or other assets purchased for resale

Consumable stores

Raw materials and components

Products and services in intermediate stages of completion
Finished goods

Investment Properties

Property, which can be land or a building or part of a building or both, that is held
solely to earn rentals or for capital appreciation or both, rather than for operational
purposes.

Joint Venture
A joint venture is a joint arrangement whereby the parties who have joint control of the
arrangement have rights to the net assets of the arrangement.

Leasing Costs
This is where a rental is paid for the use of an asset for a specified period of time.
Two forms of lease exist: finance leases and operating leases.

Lender Option Borrower Option (LOBO)

A LOBO is a type of loan instrument. The borrower borrows a principal sum for the
duration of the loan period (typically 20 to 50 years), initially at a fixed interest rate.
Periodically (typically every six months to 3 years), the lender has the ability to alter
the interest rate. Should the lender make this offer, the borrower then has the option
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to continue with the instrument at the new rate or alternatively to terminate the
agreement and pay back the principal sum without penalty.

Liabilities

These are amounts due to individuals or organisations which will have to be paid at
some time in the future.

Current liabilities are usually payable within one year of the Balance Sheet date.

Materiality
Information is material if omitting it or misstating it could influence the decisions that
users make on the basis of financial information about a specific reporting authority.

Medium Term Financial Strategy (MTFS)

This is a financial planning document that sets out the future years financial forecasts
for the Council. It considers local and national policy influences and projects their
impact on the general fund revenue budget, capital programme and HRA. In Oldham
it usually covers a four year timeframe.

Minimum Revenue Provision (MRP)

MRP is the minimum amount which must be charged to an Authority’s revenue
account each year and set aside as provision for credit liabilities, as required by the
Local Government and Housing Act 1989.

Non Domestic Rates (NDR) (also known as Business Rates)

NDR is the levy on business property, based on a national rate in the pound applied
to the ‘rateable value’ of the property. The Government determines national rate
poundage each year which is applicable to all Local Authorities.

Net Book Value (NBV)
The amount at which non-current assets are included in the balance sheet, i.e. their
historical cost or current value less the cumulative amounts provided for depreciation.

Net Debt
Net debt is the Council’'s borrowings less cash and liquid resources.

Net Realisable Value (NRV)

NRV is the open market value of the asset in its existing use (or open market value in
the case of non-operational assets) less the expenses to be incurred in realising the
asset.

Operational Boundary
This reflects the maximum anticipated level of external debt consistent with budgets
and forecast cash flows.

Operating Lease

This is a type of lease, usually of computer equipment, office equipment, furniture,
etc. where the balance of risks and rewards of holding the asset remains with the
lessor. The asset remains the property of the lessor and the lease costs are revenue
expenditure to the Authority.

Precept
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The amount levied by various Authorities that is collected by the Council on their
behalf. The major precepting Authorities in Oldham are the Police and Crime
Commissioner Greater Manchester and the Greater Manchester Fire and Rescue
Authority. Parish precepts are also collected on behalf of Saddleworth and Shaw and
Crompton Parish Councils.

Premiums
These are discounts that have arisen following the early redemption of long term debt,
which are written down over the lifetime of replacement loans where applicable.

Prior Period Adjustments
These are material adjustments which are applicable to an earlier period arising from
changes in accounting policies or for the correction of fundamental errors.

Private Finance Initiative (PFI)

A Central Government initiative which aims to increase the level of funding available
for public services by attracting private sources of finance. The PFI is supported by a
number of incentives to encourage Authorities’ participation.

Projected Unit Method

This is an accrued benefits valuation method in which pension scheme liabilities make
allowance for projected earnings. An accrued benefits valuation method is a valuation
method in which pension scheme liabilities at the valuation date relate to:

. the benefits for pensioners and deferred pensioners and their dependants,
allowing where appropriate for future increases; and
. the accrued benefits for members in service on the valuation date.

Property, Plant and Equipment (PPE)

PPE are tangible assets (i.e. assets that have physical substance) that are held for
use in the production or supply of goods and services, for rental to others, or for
administrative purposes, and are expected to be used during more than one year.

Provisions
Amounts set aside to meet liabilities or losses which it is anticipated will be incurred
but where the amount and/or the timing of such costs are uncertain.

Public Works Loan Board (PWLB)
An arm of Central Government which is the major provider of loans to finance long
term funding requirements for Local Authorities

Related Parties

Related parties are Central Government, other Local Authorities, precepting and

levying bodies, subsidiary and associated companies, Elected Members, all senior

officers from Director and above and the Pension Fund. For individuals identified as

related parties, the following are also presumed to be related parties:

. members of the close family, or the same household; and

. partnerships, companies, trusts or other entities in which the individual, or
member of their close family or the same household, has a controlling interest.
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Remeasurement of the Net Defined Benefit Liability
Remeasurement of the Net Defined Benefit Liability (asset) comprises:

a) actuarial gains and losses

b) the return on plan assets, excluding amounts included in net interest on the net
defined benefit liability (asset), and

C) any change in the effect of the asset ceiling, excluding amounts included in net
interest on the net defined benefit liability (asset).

Reporting Standards

The Code of Practice prescribes the accounting treatment and disclosures for all
normal transactions of a Local Authority. It is based on International Financial
Reporting Standards (IFRS), International Standards (IAS) and International Financial
Reporting Interpretations Committee (IFRIC) plus UK Generally Accepted Accounting
Practice (GAAP) and Financial Reporting Standards (FRS).

Reserves
Amounts set aside to help manage future risks, to provide working balances or that
are earmarked for specific future expenditure priorities.

Revaluation Reserve

The Reserve records the accumulated gains on the non-current assets held by the
Authority arising from increases in value as a result of inflation or other factors (to the
extent that these gains have not been consumed by subsequent downward
movements in value).

Revenue Expenditure Funded From Capital Under Statute (REFCUS)
Expenditure incurred during the year that may be capitalised under statutory provision
but that does not result in the creation of a non-current asset that has been charged
as expenditure to the CIES.

Service Reporting Code of Practice (SeRCOP)

Prepared and published by CIPFA, the Service Reporting Code of Practice (SeRCOP)
is reviewed annually to ensure that it develops in line with the needs of modern Local
Government, Transparency, Best Value and public services reform. SeRCOP
establishes proper practices with regard to consistent financial reporting for services
and in England and Wales, it is given legislative backing by regulations which identify
the accounting practices it propounds as proper practices under the Local
Government Act 2003.

Subsidiary
A subsidiary is an entity, including an unincorporated entity such as a partnership,
which is controlled by the Council.

Transport for Greater Manchester (TTGM)
A Committee of the GMCA delivering strategic transport functions.

Treasury Management

This is the process by which the Authority controls its cash flow and its borrowing and
lending activities.
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Treasury Management Strategy (TMS)
A strategy prepared with regard to legislative and CIPFA requirements setting out the
framework for treasury management activity for the Council.

Trust Funds
These are funds administered by the Council on behalf of charitable organisations
and/or specific organisations.

Unsupported (Prudential) Borrowing

This is borrowing for which no financial support is provided by Central Government.
The borrowing costs are to be met from current revenue budgets.
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