Notes to the Core Financial Statements

1. Summary of Significant Accounting Policies General

The Statement of Accounts summarises the County Council’s transactions
for the 2021/22 financial year and its position at the year-end 31 March
2022. It has been compiled in accordance with 7The Code of Practice on
Local Authority Accounting in the United Kingdom 2021/22 (the Code),
published by the Chartered Institute of Public Finance and Accountancy
(CIPFA).

Going Concern

The accounts are prepared on a going concern basis; that is, on the
assumption that the functions of the County Council will continue in
operational existence for the foreseeable future from the date that the
accounts are authorised for issue.

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

Where income and expenditure has been recognised, but the cash has not
been received or paid, a debtor or creditor for the relevant amount is
recognised in the Balance Sheet. Where it is doubtful that debts will be
settled, the balance of debtors is reduced and a charge is made to revenue
for the income that might notbe recoverable.

Government Grants and Contributions

Government grants and third party contributions are accounted for on an
accrual basis and are recognised in the Statement of Accounts when there
is reasonable assurance that the County Council will comply with the
conditions attached to their payment and that the grants or contributions
will be received.

Grants and contributions relating to capital and revenue expenditure are
recognised immediately in the Comprehensive Income and Expenditure
Statement as income, except to the extent that the grant or contribution

has a condition that the County Council has not satisfied. Conditions are
stipulations that require the grant or contribution to be returned to the
provider if the terms of the grant or contribution are not met.

Monies advanced as grants or contributions for which conditions have not
been satisfied are carried in the Balance Sheetas creditors (capital monies
within Capital Grants Receipts in Advance). When conditions are satisfied,
the grant or contribution is credited to the relevant directorate line
(attributable revenue grants and contributions) or Taxation and Non-
Specific Grant Income line (un-ringfenced revenue grants and all capital
grants and contributions) in the Comprehensive Income and Expenditure
Statement.

Capital grants and contributions credited to the Comprehensive Income
and Expenditure Statement are reversed out of the County Fund Balance
in the Movement in Reserves Statement - where the grant/contribution
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.

Government grants and third-party contributions and donations are
recognised as due to the Council when there is reasonable assurance that
the Council will comply with any conditions that would require repayment
of the grant or contribution if not met, and the grants and contributions
will be received.

Grants and contributions are credited to the Comprehensive Income and
Expenditure Statement when recognised as due to the Council (i.e. specific
revenue grants and contributions are credited to the relevant service line
in the Cost of Services, and capital grants and contributions and non ring-
fenced grants are credited to Taxation and Non Specific Grant Income and
Expenditure).

Where specific revenue grants and contributions are credited to the
Comprehensive Income and Expenditure Statement, but the associated
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expenditure has not yet been incurred, the grant is set aside in an
Earmarked Revenue Reserve so that it can be matched with the
expenditure in a subsequent year.

Capital grants and contributions are reversed out of the General Fund
Balance in the Movement in Reserves Statement and are transferred to the
Capital Adjustment Account (if the grant eligible expenditure has been
incurred); or to the Capital Grants Unapplied Account.

Revenue grants and contributions that have been credited to the relevant
directorate line in the Comprehensive Income and Expenditure Statement
that remain unapplied as at the Balance Sheet Date and are required to
meet committed expenditure in future years are transferred to an
earmarked reserve through the Movementin Reserves Statement.

Council taxand business rates income

The council tax and business rates income included in the Comprehensive
Income and Expenditure Statement (CIES) for the year is the accrued
income for the year. The difference between the income included in the
CIES and the amount required by regulation to be credited to the County
Fund is taken to the Collection Fund Adjustment Account and included as
an adjusting item in the Movement in Reserves Statement.

The district councils in Oxfordshire are acting as agents of the County
Council in collecting council tax and business rates. The cash collected from
council tax payers and business rates payers belongs proportionately to
the district councils and the major preceptors. There is therefore a
debtor/creditor position between each district council and the County
Council to recognise that the net cash paid to the County Councilin the year
is not the same asits share of cash collected. The County Council recognises
its share of council tax and business rates debtor and creditor balances,
impairment allowances for doubtful debts and provisions for losses on
appeal in its Balance Sheet. The Cash Flow Statement ofthe County Council
includes the net council tax and business rates cash received from the
Collection Fund in the year.

Employee Benefits
Benefits Payable during Employment

Short-term employee benefits are recognised as an expense in the year in
which employees render service to the Council.

Termination Benefits

Termination benefits are charged, on an accruals basis, to the relevant
service line in the Comprehensive Income and Expenditure Statement at
the earlier of when the Council can no longer withdraw the offer of those
benefits or when the Council recognises costs for a restructuring.

Post-Employment Benefits

The County Council participates in four pension schemes:
e The Local Government Pension Scheme;
e The Fire-fighters’ Pension Scheme;
e The Teachers’ Pension Scheme; and
e The NHS Pension Scheme.

These schemes provide defined benefits to members. However, the
arrangements for the teachers’ pension scheme and the NHS pension
scheme mean that liabilities for these benefits cannot be identified to the
County Council. These schemes are therefore accounted for as if they are
defined contributions schemes - no liability for future payment of benefits
is recognised in the Balance Sheet and the relevant service lines in the
Comprehensive Income and Expenditure Statement are charged with the
employer’s contributions payable in the year.

The County Council 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 are accounted for on
the same basis as defined benefit schemes.

For the schemes treated as defined benefit schemes the Cost of Services
includes:

e Current service cost - the increase in the present value of a
scheme’s liabilities resulting from employee service in the current
period. This is included in the relevant directorate line within the
Costof Services.
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e Pastservice cost - the increase in the present value of the scheme
liabilities for employee service in prior periods, resulting from a
scheme amendment or curtailment. This is included in Other
Corporate Costs within the Cost of Services.

e Gain/loss on settlement - changes in liabilities relating to actions
that relieve the County Council of primary responsibility for a
pension obligation. This is included in Other Corporate Costs within
the Costof Services.

The net interest on the defined benefit liability (asset) - the change during
the period in the net defined benefit liability (asset) that arises from the
passage of time - is included in the Financing and Investment Income and
Expenditure line of the Comprehensive Income and Expenditure
Statement. Remeasurements comprising 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 actuary has updated their assumptions - and the return on scheme
assets, excluding amounts included in net interest on the net defined
liability (asset), are recognised in Other Comprehensive Income and
Expenditure within the Comprehensive Income and Expenditure
Statement.

Scheme assets attributable to the County Council are measured at fair
value as at the Balance Sheet date. Scheme liabilities attributable to the
County Council are measured on an actuarial basis using the projected unit
method. The net pensions liability is recognised in the Balance Sheet.

The amount chargeable to the County Fund for providing pensions for
employees is the amount payable for the year in accordance with the
statutory requirements governing each particular pension scheme. Where
this amount does not match the amount charged to the Surplus or Deficit
on the Provision of Services for the year the difference is taken to the
Pensions Reserve via the Movement in Reserves Statement.

Fire-fighters injury awards are disability benefits paid by the County
Council thatdo not formpart ofthe fire-fighters pension scheme. However,
the measurement of these long-term benefits is subject to the same degree
of uncertainty as the measurement of fire-fighters post-employment

benefits and therefore they are accounted for in the same way as fire-
fighters post-employment benefits.

Property, Plant and Equipment

Assets that have a physical substance and are held for use in the production
or supply of goods or services, or for administrative purposes and that are
expected to be used during more than one financial year are classified as
Property, Plant and Equipment. These include operational land and
buildings, vehicles, plant and equipment, surplus assets, assets under
construction and infrastructure.

Expenditure on the acquisition, creation or enhancement of Property,
Plant and Equipment is capitalised on an accruals basis, provided that it is
probable thatfuture economic benefits or service potential associated with
the item will flow to the County Council and the cost of the item can be
measured reliably. This excludes expenditure on routine repairs and
maintenance, which is charged directly to service revenue accounts as an
expense when incurred.

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

e The initial estimate of the costs of dismantling and removing the
item and restoring the site on which it is located (this only applies
when the County Council has an obligation to carry out such
activities when the item is acquired, constructed or installed)

The County Council does not capitalise borrowing costs incurred whilst
assets are under construction.

Property, Plant and Equipment is subsequently carried in the Balance
Sheet using the following measurement bases:

e Infrastructure, community assets and assets under construction -
depreciated historic cost
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e Other Property, Plant and Equipment assets (excluding surplus
assets) — current value, determined as the amount that would be
paid for the assetin its existing use

e Surplus assets - fair value (at highestand bestuse), determined as
the price that would be received to sell such an asset in an orderly
transaction between market participants at the measurement date

Where there is no market-based evidence of currentvalue because of the
specialist nature of an asset, depreciated replacement cost is used as an
estimate of currentvalue.

Where non-property assets have short useful lives or low values (or both),
depreciated historic costbasis is used as a proxy for current value.

A de minimis level of £20,000 is applied forland and buildings and £15,000
for vehicles and plant, other than for schools local capital spend where a
de minimis of £2,000 is applied.

Revaluations of property assets are undertaken on a three-year rolling
programme as shown below. Material changes to asset valuations are
adjusted in the interim periods.

Date of Next
Revaluation
2021/22

Date of Last
Revaluation
Year 1 Secondary and Special Schools, | 2018/19
Other Educational Premises
(Children’s, Youthand Sports
Centres), Surplus Assets and
properties not re-valued.

Year 2 Primary, Nursery, Juniorand | 2019/20
Infant Schools

2022/23

Year 3 Social Care Premises, Libraries, | 2017/18
Museums and Adult Learning,
Fire & Rescue Service
Premises, Community Safety,
Staff Housing, Central Offices
and Highways Depot

2020/21

Investment properties valuations are reviewed annually. Assets held for
sale are revalued at the point of reclassification to that category.

Increases in valuations are matched by credits to the Revaluation Reserve
to recognise unrealised gains. Exceptionally, gains might be credited to the
Surplus or Deficit on the Provision of Services where they arise from the
reversal of a loss previously charged to a directorate.

Decreases in valuations 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)

e 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 directorate in the Comprehensive
Income and Expenditure Statement

Assets are assessed each year as to whether there is an indication of
impairment. Where indications exist and the recoverable amount of the
asset is materially lower than the carrying amount, an impairment loss is
recognised for the shortfall. Where impairment losses are identified they
are accounted for in the same way as decreases in valuations.

Where an impairment loss is reversed subsequently, the reversal is
credited to the relevant directorate, up to the amount of the original loss,
adjusted for depreciation that would have been charged if the loss had not
been recognised.

Depreciation of Property, Plant and Equipment

Depreciation is provided for on all Property, Plant and Equipment with a
finite life, which is determined at acquisition or revaluation. Assets in the
course of construction are not depreciated until they are broughtinto use.
Depreciation is an estimation technique that is calculated using the
straight-line method with the following assetlives:

e Buildings: 60 years (or less if

specified by the valuer)

e Vehicles, plant and equipment: between 5 and 30 years
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e [T equipment and infrastructure: between 3 and 5 years

¢ Infrastructure (roads and bridges): 35 years

Land is determined to have an infinite life and is 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 currentvalue depreciation charged on assets and the
depreciation that would have been chargeable based on their historic cost
being transferred each year from the Revaluation Reserve to the Capital
Adjustment Account.

Charges to Revenue for Property, Plant and Equipment

Services, supportservices and trading accounts are charged with a capital
charge for all Property, Plant and Equipment used in the provision of
services. The charge covers the annual provision for depreciation and
revaluation and impairment losses where there are no accumulated gains
in the Revaluation Reserve against which the losses can be written off.

The County Council is notrequired to raise council tax to fund depreciation
or revaluation/impairment losses. However, it is required to make an
annual contribution from revenue towards the reduction in its overall
borrowing requirement (referred to as Minimum Revenue Provision
(MRP)). Depreciation and revaluation/impairment losses are therefore
replaced by the MRP contribution in the County Fund Balance by way of an
adjusting transaction with the Capital Adjustment Account in the
Movementin Reserves Statement.

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. To be classified
as an Asset Held for Sale the asset must meet the following criteria:

e Available for immediate sale in its present condition

e The sale must be highly probable

e Actively marketed at a reasonable sale price
e The sale should be expected to be completed within 1 year

Assets Held for Sale are measured at the lower of their carrying value and
fair value less costs to sell at initial reclassification. Gains in fair value are
recognised only up to the amount of any previously recognised losses in
the Surplus or Deficit on the Provision of Services. Decreases in fair value
less costs to sell are recognised in Other Operating Expenditure in the
Comprehensive Income and Expenditure Statement. 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 Property, Plant and Equipment and valued at
the lower of their carrying amount before they were classified as held for
sale (adjusted for depreciation 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 notto sell.

Assets that are to be abandoned or scrapped are notreclassified as Assets
Held for Sale.

When an asset is disposed of, the carrying amount of the asset in the
Balance Sheet is written off to Other Operating Expenditure in the
Comprehensive Income and Expenditure Statement as part of the gain or
loss on disposal. Receipts from disposals are credited to the same line in
the Comprehensive Income and Expenditure Statement as part of the gain
or loss on disposal. Any revaluation gains in the Revaluation Reserve are
transferred to the Capital Adjustment Account.

Receipts from the disposal of assets in excess of £10,000 are categorised
as capital receipts. Capital receipts are appropriated to the Capital Receipts
Unapplied reserve from the County Fund Balance in the Movement in
Reserves Statement.

The written off value of assets disposed of is appropriated to the Capital
Adjustment Account from the County Fund Balance in the Movement in
Reserves Statement so that there is no charge against the Council Tax.

Investment Property
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Investment properties are those that are used solely to earnrentalsand/or
for capital appreciation.

Investment properties are measured initially at cost and subsequently at
fair value (athighestand bestuse), being the price that would be received
to sell such an assetin an orderly transaction between market participants
at the measurement date. Investment properties are not depreciated and
are revalued annually according to market conditions. Gains and losses on
revaluation are posted to the Financing and Investment Income and
Expenditure line in the Comprehensive Income and Expenditure
Statement. Gains and losses on disposal are posted to Other Operating
Expenditure. The gains and losses are reversed out of the County Fund
Balance to the Capital Adjustment Account (or Capital Receipts Unapplied
for disposal receipts over £10,000) in the Movement in Reserves
Statement so that they do notimpact on Council Tax.

Revenue Expenditure Funded from Capital Under Statute

Capital expenditure on non-current assets not owned by the County
Council and grants given by the County Council for capital purposes are
charged to the relevant directorate in the Comprehensive Income and
Expenditure Statement. In accordance with statutory provisions this
expenditure is transferred from the County Fund Balance to the Capital
Adjustment Account in the Movement in Reserves Statement, such that
there is no impact on council tax.

Private Finance Initiative (PFI) and similar contracts (service concession
arrangements)

PFI type contracts involve a private sector entity (the operator)
constructing or enhancing property used in the provision of a public
service and operating and maintaining that property for a specified period
of time. The operator is paid for its services over the period of the
arrangement. Where the County Council controls or regulates the services
provided by the operator and controls the residual interest in the property
at the end of the term of the arrangement the contract meets the tests for
accounting as a service concession arrangement.

Properties used in service concession arrangements are recognised as
Property, Plant and Equipment of the County Council. The original
recognition of the assets at fair value (based on the cost to purchase the

assets) is matched by the recognition of liabilities for amounts due to the
operators to pay for the assets and deferred income where the operator
part funds the assets from income from third parties. Once recognised on
the Balance Sheet these assets are revalued and depreciated in the same
way as other Property, Plant and Equipment owned by the County Council.

The amounts payable to the service concession arrangement operators
each year are analysed into five elements:

e The value of services received during the year - charged to the
relevant directorate in the Comprehensive Income and Expenditure
Statement

e Finance costs - an interest charge on the outstanding finance
liability - charged to the Financing and Investment Income and
Expenditure line in the Comprehensive Income and Expenditure
Statement

e Payments towards the finance liability - applied to write down the
Balance Sheet liability towards the operator

e Contingent rents - inflationary increases in the amounts to be paid
for the property arising during the contract - charged to the
Financing and Investment Income and Expenditure line in the
Comprehensive Income and Expenditure Statement. Note for the
County Council’s current service concession arrangement there is
no inflation applied to the elements of the contract payments
relating to the property build costs and therefore no contingent
rents.

e Lifecycle replacement costs - recognised as a capital prepaymentin
the Balance Sheet and transferred to Property, Plant and
Equipment when capital works are undertaken.

Deferred income is released to the relevant directorate in the
Comprehensive Income and Expenditure Statement on a straight-line basis
over the service concession period.

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

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

Arrangements that do not have the legal status of a lease but convey aright
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.

Where the County Council is the lessee, property, plant and equipment
held under a finance lease is recognised on the Balance Sheet at the
commencement of the lease at its fair value 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.
Premiums paid on entry into a lease are applied to writing down the lease
liability. Contingent rents are charged as expenses in the periods in which
they are incurred. The lease payments are apportioned between a charge
for the acquisition of the interest in the asset - applied to writing down the
liability, and a finance charge - charged to the Financing and Investment
Income and Expenditure line in the Comprehensive Income and
Expenditure Statement. Once recognised on the Balance Sheet, assets
recognised under finance leases are accounted for in the same way as other
Property, Plant and Equipment, subject to depreciation being charged over
the lease term if this is shorter than the asset’s estimated useful life.

Rentals paid by the Council under operating leases are charged to the
relevant directorate in the Comprehensive Income and Expenditure
Statement on a straight-line basis over the lease period except where the
contractual payment terms are considered to be a more systematic and
appropriate basis.

Where the County Council leases an asset to others under a finance lease,
the asset is written out of the Balance Sheet as a disposal. At the
commencement of the lease, the carrying amount of the asset 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 County Council’s net investment in the lease, is credited
to the same line in the Comprehensive Income and Expenditure Statement

as part of the gain or loss on disposal, matched by a long-term debtor in
the Balance Sheet. Finance lease rentals receivable are apportioned
between a charge for the acquisition of the interest in the property -
applied to write down the long-term debtor (together with any premiums
received), and finance income credited to the Financing and Investment
Income and Expenditure line in the Comprehensive Income and
Expenditure Statement.

The gain credited to the Comprehensive Income and Expenditure
Statement on disposal is required under statute to be treated as a capital
receipt. Where a premium has been received, this is posted out of the
County Fund Balance to the Capital Receipts Unapplied reserve in the
Movementin Reserves Statement. Where the amount due in relation to the
lease assetis to be settled by the payment of rentals in future years, this is
posted out of the County Fund Balance to the Deferred Capital Receipts
Reserve in the Movement in Reserves Statement. When the future rentals
arereceived, the element for the capital receiptfor the disposal of the asset
is used to write down the long-term debtor and the deferred capital
receipts are transferred to the Capital Receipts Unapplied reserve. The
written-off carrying amount of the asset on disposal is appropriated to the
Capital Adjustment Account from the County Fund Balance in the
Movementin Reserves Statement so that there is no impact on Council Tax.

Where the County Council leases an asset to others under an operating
lease, the asset is retained on the Balance Sheet. Rental income is credited
to the relevant directorate in the Comprehensive Income and Expenditure
Statement on a straight-line basis over the lease period (including any
premiums received at the commencement of the lease).

Cash and Cash Equivalents

Cash is represented by cash in hand and bank deposits repayable without
penalty on notice of not more than 24 hours. Cash equivalents are short-
term, highly liquid investments that are readily convertible to known
amounts of cash and which are subject to an insignificant risk of changes
in value. The County Council treats the following as cash equivalents:

e Instant Access Call Accounts
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e Instant Access Short Term Funds
e Deposits with one working day to maturity from date of deposit

Financial Assets

The Council’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 formof a
basic debt instrument).

Financial assets are classified into three types:
e Amortised costs
¢ Financial assets at fair value through Other Comprehensive Income

¢ Financial assets at fair value through profitor loss

Amortised costs are initially measured at fair value and carried in the
Balance Sheet at their amortised cost. Credits to the Financing and
Investment Income and Expenditure line of the Comprehensive Income
and Expenditure Statement for external interest receivable are based on
the carrying amount of the asset, multiplied by the effective interest rate
for the instrument. For the majority of the County Council’s investments,
the effective interest rate is the same as the actual interest receivable in
accordance with the loan agreement. Short duration receivables with no
stated interest rates (e.g. debtors) are measured at original invoice
amount.

The Council recognises expected credit losses on all of its financial assets
held at amortised cost.

Impairment losses are calculated to reflect the expectation that the future
cash flows might not take place because the borrower could default on
their obligations. Credit risk plays a crucial partin assessing losses. Where
risk has increased significantly since an instrument was initially
recognised, losses are assessed on a lifetime basis.

Where risk has not increased significantly or remains low, losses are
assessed on the basis of 12-month expected losses.

The expected credit loss model also applies to lease receivables. Lifetime
losses are recognised for trade receivables (debtors) held by the Council.

The County Council has made a number of loans to clients and other
organisations atless than market interest rates or zero rate (referred to in
the Code as soft loans). For the County Council there are no material
differences between the fair value and the nominal value of such loans and
no adjustments are made on initial recognition of these loans.

Where assets are identified as impaired because of a likelihood arising
from a past event that payments due under the contract will notbe made,
the carrying value of the asset is reduced through the use of an allowance
account and a charge made to the Financing and Investment Income and
Expenditure line in the Comprehensive Income and Expenditure
Statement.

Any gains and losses arising on the derecognition of assets are
credited/debited to the Financing and Investment Income and
Expenditure line in the Comprehensive Income and Expenditure
Statement.

Financial assets at fair value through Other Comprehensive Income are
initially measured and carried in the Balance Sheet at fair value. Where the
asset has fixed or determinable payments, credits to the Financing and
Investment Income and Expenditure line in the Comprehensive Income
and Expenditure Statement for interest receivable are based on the
amortised cost of the asset multiplied by the effective interest rate for the
instrument. Where there are no fixed or determinable payments, income
is credited to the Comprehensive Income and Expenditure Statement
when it becomes receivable.

Assets are maintained in the Balance Sheet at fair value. Values are based
on:

e Instruments with quoted market prices - the market price

e Other instruments with fixed and determinable payments -
discounted cash flow analysis

The inputs to the measurement techniques are categorised in accordance
with the following three levels:
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e Level 1 inputs - quoted prices (unadjusted) in active markets for
identical assets that the County Council can access at the
measurement date

e Level 2 inputs - inputs other than quoted prices included within
Level 1 thatare observable for the asset, either directly or indirectly

e Level 3 inputs - unobservable inputs for the asset

Changes in fair value are balanced by an entry in the Financial Instruments
Revaluation Reserve and the gain/lossrecognised in Other Comprehensive
Income and Expenditure (except for impairment losses).

Where assets are identified as impaired because of a likelihood arising
from a past event that payments due under the contract will notbe made,
the assetis written down through the use of an allowance account and a
charge made to the Financing and Investment Income and Expenditure line
in the Comprehensive Income and Expenditure Statement.

Any gains and losses arising on the derecognition of assets are
credited/debited to the Financing and Investment Income and
Expenditure line in the Comprehensive Income and Expenditure
Statement, along with any accumulated gains/losses recognised in the
Financial Instruments Revaluation Reserve.

Financial assets at fair value through profit or loss are initially measured
and carried in the Balance Sheet at fair value. Movements in fair value are
balanced by posting gains and losses to the Financing and Investment
Income and Expenditure line in the Comprehensive Income and
Expenditure Statement as they arise. Any residual gains and losses arising
on derecognition are also credited/debited to the Comprehensive Income
and Expenditure Statement. The basis of fair value and the inputs to the
measurement techniques is the same as for Financial assets at fair value
through Other Comprehensive Income.

The carryingamounts of individual financial assets are separated into their
current (short-term) and non-current (long-term) elements for
presentation within the Balance Sheet.

Financial Liabilities

Financial liabilities are recognised on the Balance Sheet when the Council
becomes a party to the contractual provisions of the financial instrument.
Financial liabilities are initially measured at fair value and are carried at
their amortised cost.

Interest is charged to the Financing and Investment Income and
Expenditure line in the Comprehensive Income and Expenditure
Statement, based on the carrying amount of the liabilities, multiplied by
the effective rate of interest for the instruments. This means that:

e The amount included in the Balance Sheet is the outstanding
principal repayable, plus accrued interest; and

e Interest charged to the Comprehensive Income and Expenditure
Statement is the amount payable for the year according to the loan
agreement.

Financial liabilities are de-recognised when the obligation is discharged,
cancelled or expires.

Debt Redemption

The County Council complies with legislation to charge a Minimum
Revenue Provision (MRP) to the County Fund revenue account for the
repayment of debt by making a straight-line charge of the outstanding pre-
2008 capital expenditure as at 1 April 2017 calculated over a 50-year
period and making provision for repayment of prudential borrowing in
equal instalments over the estimated life of the asset for which the
borrowing is undertaken. In addition, the provision for repayment of debt
includes an amount equal to the amount that is taken to the Balance Sheet
to reduce the liabilities in respect of PFI and similar contracts and for the
prepayment of lifecycle costs relating to these contracts, and an amount
equal to the amount that is taken to the Balance Sheet to reduce liabilities
in respect of finance leases.

Provisions

Provisions are made where the County Council has a present obligation
(legal or constructive) as a result of a past event 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
arereviewed annually and are adjusted to reflect the currentbest estimate
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against the appropriate directorate in the Comprehensive Income and
Expenditure Statement. When payments are eventually made they are
charged directly to the provision.

Insurance

The County Council has a policy of self-insurance of claims across its main
insurance categories. In accordance with the Code the insurance provision
is set aside to cover insurance claims actually received and awaiting
resolution that have been advised to the County Council and which it has
been decided to be insured internally rather than externally. Subject to
identified contingent liabilities there are no significant unfunded risks.

Contingent liabilities and contingent assets

The County Council discloses contingent liabilities in the notes to the
accounts. Contingent liabilities are possible obligations arising from past
events and whose existence will be confirmed by one or more uncertain
events occurring in the future and are not wholly under the County
Council’s control. Contingent liabilities also arise in circumstances where
a provision would otherwise be made but either it is not probable that
there will be atransfer of economic benefits or where the obligation cannot
be measured with sufficient reliability.

Financial guarantee contracts come under the definition of financial
instruments and are initially recognised in the accounts at fair value. This
only applies to guarantees entered into after 1 April 2006. Any entered into
before that date continue to be recognised as contingent liabilities. If
payment under the guarantee becomes probable the liability would be
determined in accordance with the requirement for provisions.

The County Council discloses contingent assets in the notes to the
accounts. Contingent assets are possible assets that arise from past events
and whose existence will be confirmed only by the occurrence or non-
occurrence of one or more uncertain future events not wholly within the
control of the County Council.

Reserves
A reserve, whether capital or revenue, results from events that have
allowed monies to be setaside, surpluses, or decisions causing anticipated

expenditure to have been postponed or cancelled. These can be spent or
earmarked at the discretion of the County Council. Earmarked revenue
reserves can be used to set aside available monies for major anticipated
capital schemes, for projects or service arrangements that the County
Council may wish to carry out, business unit surpluses, service efficiency
savings and contingent liabilities where a provision is not required.

Reserves are established and used for different reasons. These include:

e Usable reserves - reserves that can be used at the County Council’s
discretion to fund either revenue or capital spend

e Unusable reserves - reserves relating to unrealised gains, such as
the Revaluation Reserve, that are not “cash backed” and cannot be
used to fund future capital or revenue spending and reserves
relating to differences between accounting policy and statutory
requirements, such as the Capital Adjustment Account.

Earmarked reserves are created by appropriating amounts from the
County Fund Balance in the Movement in Reserves Statement. When
expenditure to be financed from a reserve is incurred it is charged to the
appropriate directorate. The reserve is then appropriated back into the
County Fund Balance in the Movement in Reserves Statement so that there
is no net charge against Council Tax for the expenditure.

Group Accounts

The County Council is required to prepare group accounts where it has
interests in subsidiaries, associates and/or joint ventures, subject to
consideration of materiality. For 2021 /22 the County Council did not have
any such interests that are considered material and therefore prepared
these accounts only as a single entity rather than as group accounts.

The County Council participates in a number of joint operations (e.g.
pooled budget arrangements with the health sector and the Oxfordshire
Local Enterprise Partnership, OxLEP). The County Council accounts
directly (in its single entity accounts) for its part of the assets, liabilities,
income, expenditure and cash flows held within or arising from such an
arrangement.

There are a number of circumstances where the County Council exer cises
limited influence and these are disclosed as related parties. Under these
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circumstances, transactions with these bodies are charged against the
appropriate service in the Comprehensive Income and Expenditure
Statement, and balances owed by them or to them are included in debtors
and creditors.

Schools

Under the Code, local authority maintained schools are considered to be
separate entities with the balance of control lying with the Council. The
Code requires that the income, expenditure, assets and liabilities of
maintained schools be accounted for in the single entity accounts of the
Council rather than requiring consolidation in the Group Accounts.

In accordance with the Education Reform Act 1988, the scheme of Local
Management of Schools provides for the carry forward of individual school
surpluses and deficits. These are held as usable earmarked reserves and
are committed to be spenton schools.

Taxation
The County Council is exempt from income tax, corporation tax and from
capital gains tax.

Value Added Tax is excluded from both revenue and capital in terms of
both income and expenditure except where the County Council is not able
to recover VAT on expenditure.

The County Council incurs landfill tax, which is charged on a tonnage basis
to the County Council by its waste disposal contractors.

In addition, the County Council incurs stamp duty land tax on the
acquisition of property freeholds and leaseholds, climate change levy on
its energy bills and insurance premium tax on its insurance costs. Also, the
County Council incurs employer’s national insurance contributions based
on a percentage of staff salaries.

Where the County Council incurs tax, this costis charged to directorates in
the Comprehensive Income and Expenditure Statement.

Rounding

In preparing the Statement of Accounts all numbers, including totals, have
been rounded independently to avoid unacceptable rounding errors. This
may mean that some tables do not cross cast.



