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PART 1

STOCKPORT METROPOLITAN
BOROUGH COUNCIL
STATEMENT OF ACCOUNTS




CORPORATE DIRECTOR - CORPORATE AND SUPPORT SERVICES
(SECTION 151 OFFICER) NARRATIVE REPORT

| am pleased to present the Council’'s 2019/20 Statement of Accounts.

The Statement of Accounts have been prepared in accordance with the Chartered
Institute of Public Finance and Accountancy (CIPFA) Code of Practice on Local
Authority Accounting in the United Kingdom. The Statement of Accounts play a vital
role in providing Stockport residents, Council Members and other interested parties
with an understanding of the Council’s financial position, providing assurance that
public resources have been used and accounted for in an appropriate manner. It aims
to ensure the readers of the Statement of Accounts can:

e Understand the overarching financial position of the Council and the 2019/20
financial outturn position;

e Have confidence that the public money with which the Council has been
entrusted has been used and accounted for appropriately; and

e Be assured of the robustness of the Council’s financial standing.

To provide Local Authorities with greater flexibility over the production of their Annual
Statement of Accounts to support the response to the COVID19 pandemic,
Government introduced new accounts and audit legislation in April. The new
legislation relaxed the timelines for the production of the 2019/20 Statement of
Accounts, with the draft accounts having to be produced no later than 31 August rather
than 31 May. Despite this and the challenges posed by COVID19 pandemic, the hard
work and dedication of colleagues within the Finance Service and across the Council
has ensured the timely preparation of the Council’s Statement of Accounts has
continued this year. The draft accounts were produced and handed to the Council’s
External Auditors on 19 June. This has enabled the Council to report on its financial
position for 2019/20 whilst dealing with the impact of the COVID19 pandemic and now
allows the Finance Team to move its focus to the important task of dealing with the
financial impact as part of the Council’s response and recovery plan.

The Council has made a robust response to the COVID19 pandemic framed by the
Government’s advice and guidance during the national lockdown and recovery. This
advice and guidance has been interpreted by Senior Council Officers to ensure clear
and responsive communications have been and continue to be provided by the
Council to support and assist its employees, the residents of Stockport and Stockport
businesses. Further detail on the financial impact and financial response is provided
in the main changes to the core financial statements and significant events and
transactions section of this Narrative Report. In summary the Council’s response to
the pandemic has included a number of key programmes of work:

Humanitarian Aid;

Voluntary and Community Response;
Food Aid,;

Workforce Health and Wellbeing;
Mortality Management;

Financial Impact and Response;



e Out of Hospital Support — Adults and Disability and Personal Protective
Equipment (PPE);

e Contact Testing and Tracing;

e Children and Education; and

e Economic Resilience.

During the year there have been a number of announcements and events nationally
(in addition to COVID19 pandemic) which have impacted on Local Government
funding leading up to the announcement by Government that the 2020/21 Local
Government Finance Settlement would be one-year funding settlement. As a result,
uncertainty about the Government’s intentions for the future direction of Local
Government funding remains. Prior to the COVID19 pandemic this was going to be
informed by the Government’s planned multi-year spending review and completion of
reforms linked to the Fairer Funding Formula and Business Rates Retention, both of
which will determine the distribution of national funding to Local Authorities going
forward. Whilst the delay to these reforms is welcomed in terms of allowing the Council
to focus on the immediate public health challenges posed by the COVID19 pandemic
and its recovery plans, further delay presents the Council with further uncertainty about
its future funding.

Despite this the Council remains committed to its Medium-Term Financial Plan (MTFP)
Strategy to address the significant financial challenge ahead. This provides the
Council with a framework which it can use to think differently about the services it
delivers and how it delivers them to avoid short-term service cuts which over the long
term result in additional costs and adversely impact Stockport residents. Linked to this
is the Council’'s COVID19 recovery plan and the opportunity to ‘Build Back Better'.
However, this will all need to be set in the context of the financial impact (additional
costs and income losses) of COVID19 as well as the increasing costs as a result of
increasing demand for services particularly social services support provided to
vulnerable residents and inflationary cost pressures which were evident prior to the
pandemic. The Finance Team will continue to work with colleagues across the Council
within the framework of the strategy to address the significant financial challenge
ahead. This will ensure the Council’s revenue budget, capital budget and MTFP are
robust on a recurrent basis to provide a foundation on which to address and deal with
the uncertainty at a national level.

It is pleasing to report that despite the uncertainty and volatility of the financial
landscape during the year, the Council has continued to meet its financial challenge.
The Council has identified £4.225m of savings in 2019/20 through transformation,
efficiencies and income generation which contributed to setting a balanced budget for
2020/21 in February. This process has been supported by the financial management
provided by the Finance Service during the year which has enabled the Council to
identify and deliver the service transformation needed based on a robust
understanding of its financial position and future financial challenge. Key to this is the
budget monitoring during the year and annual budget setting cycle which ensures
budget pressures are identified and mitigated. The robust financial position presented
in these statements demonstrates this. In addition, the Council’s Capital Strategy,
Treasury Management and Annual Investment Strategy and Reserves Policy provides
further robustness to the Council’s investment plans and use of available resources to
meet corporate and strategic priorities. However, it is also recognised that the financial
impact of the COVID19 pandemic is unprecedented with an estimated adverse impact
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(additional costs and income loss) of £30.5m (this is net of £16.3m of Government
COVID19 support funding to date) for the Council in 2020/21. Whilst the strong
financial management foundation that has been built at the Council will be more
important than ever to provide confidence in its financial resilience to mitigate this
impact, further Government support is clearly needed. Alongside Local Authorities
nationally, the Council is lobbying Government to provide further support.

The Finance Service vision continues to be a service which is innovative, providing
excellent financial leadership, and enabling colleagues across the organisation to
effectively manage the finances of the Council. As a vital support service, continuous
improvement is important to ensure the service is fit for the future and meets the
expectations of its customers both internal and external to the Council. During the year
the Finance Team has introduced CivicaPay a new income receipting and allocation
system which will reduce the administration required to manage money coming into
the Council and the allocation of this to services and customer accounts. In addition,
prior to COVID19 the Finance Team were in the final stages of introducing an early
supplier payment scheme with Oxygen Finance, to enable the prompt payment of
suppliers to support their cash flows in return for a small rebate for the Council. Due
to the COVID19 pandemic the scheme has been put on hold and will be stepped up
as part of the Council’s recovery plan when appropriate to do so.

Through a culture of continuous improvement, the Finance Team continues to look at
ways in which digital solutions can be used to support its work and challenge the
business process linked to financial transactions across the Council to make them
more efficient and cost effective, and importantly aligned to residents’ expectations of
how they want to financially interact with the Council. This will be important as the
Finance Service alongside the rest of the Council aims to recover on a ‘Build Back
Better basis.

The following Narrative Report provides information about Stockport. It highlights the
key issues affecting the Council and its Statement of Accounts and includes a
summary of the Council’s financial position as at 31 March 2020.

Michael Cullen
Corporate Director — Corporate and Support Services (Section 151 Officer)



INTRODUCTION TO STOCKPORT

Stockport Council is one of ten local authorities in the Greater Manchester region. It
is situated in between the Peak District, the Cheshire Plain and one of the UK’s fastest
growing cities, Manchester. Stockport is a Borough of independent shops, great
schools, thriving businesses and strong communities making it a place where people
want to live, work and spend their leisure time.

Similar to many other local authorities across the country however, the Council faces
significant financial challenges whilst operating in an environment which is increasingly
uncertain and volatile. Despite this the Council recognises the need to transform itself
and ensure it is a sustainable organisation fit for the future. The Council’s approach
has been twofold, developing a medium-term strategy to review the services it
provides to residents and how it provides these services to ensure they are delivered
in the most efficient and cost effective way, and through its growth and reform strategy
investing in projects which support the economic growth and regeneration of our Town
and Local Centres. In doing this the Council is working hard to address these
challenges and build a better future for the Borough.

KEY FACTS ABOUT STOCKPORT

Population

The Office for National Statistics 2019 mid-year population estimates report
Stockport’s total population as 293,423. The age profile of the population is shown
below:

Over 65 Years Under 16 Years
58,726 57,239
16 to 64
Years
177,458

The working age population (age 16 to 64 years) as a proportion of the total population,
is slightly lower than the regional and national averages, whilst those over 65 represent
a higher proportion of the population than regional and national averages, with over



85’s representing 2.8% of the population compared to 2.5% nationally. The population
of those Under 16 is in line with regional and national averages. The population is
expected to increase over the medium term with a high proportion of this increase
coming from those residents aged over 65 years. The population aged over 85 years
is also forecast to increase, with resulting increases in demand for health and social
care services expected.

Local Economy

Historically, Stockport has experienced low levels of unemployment relative to regional
and national averages. This reinforces the strength of the Borough’s economy to
deliver employment for its residents. Employment levels are expected to increase
steadily up to 2026, reflecting similar trends across Greater Manchester, the North
West and the UK.

Stockport’'s knowledge driven economy, combined with its high quality of life, is
reflected in the range of occupations held by its resident population. A high proportion
of residents are employed in management and professional occupations, which make
up around a third of the total number in employment. A higher proportion of residents
tend to be employed in skilled or highly skilled occupations in comparison to the North
West and UK. In addition, a high proportion of residents are self-employed when
compared to regional and national averages.

The strength of Stockport’s economy is supported by its strategic location, range of
business premises, prosperous residential areas and excellent connectivity all of
which contributes to a thriving and diverse economy, including many high growth
business start-ups and headquarters of both national and international firms. The
Borough is occupied by nearly 13,345 businesses and has the third largest workforce
in Greater Manchester, with 135,000 people employed in the Borough. This strength
is further illustrated by Stockport’s employment rate of 76.7% and economic activity
rate of 80.6%, both of which continue to exceed regional and national averages.

Political Structure

The Borough of Stockport is made up of twenty-one wards with three Councillors
representing each ward. During 2019/20 the political make-up of the Council was:



Independent

Ratepayers - 3 Conservatives - 8

Labour - 26

Liberal Democrats - 26

The Cabinet is the main decision-making body of the Council and is responsible for
the strategic management of Council Services. The Cabinet consists of the Cabinet
Leader and seven Cabinet Member Councillors, each of whom holds a Cabinet
Member Portfolio.

The Cabinet Member Portfolios and their Cabinet Members during 2019/20 were:

e Devolution — Councillor Elise Wilson (Council Leader)

e Resources, Commissioning and Governance - Councillor Tom McGee
(Deputy Leader)

Sustainable Stockport — Councillor Sheila Bailey

Citizen Focus and Engagement — Councillor Kate Butler

Children, Family Services and Education — Councillor Colin Foster

Economy and Regeneration — Councillor David Meller

Inclusive Neighbourhoods — Councillor Amanda Peers

Adult Care and Health — Councillor Jude Wells

Corporate Leadership Team Structure

The Council’s Corporate Leadership Team (CLT) supports the work of the Councillors.
During the year the CLT was headed by the Council’s Chief Executive, Deputy Chief
Executive, two Corporate Directors, Director of Adult Social Care and Director of
Children’s Services. CLT is responsible for the delivery of Council Services, directing
improvements and the future plans for the Borough. The Team provides managerial
leadership and supports Councillors in:

Developing the Council’s strategies;

Identifying and planning resources for the Council;

Delivering Council plans; and

Reviewing the Council’s effectiveness in delivering excellent services to the
residents of Stockport.



During the year CLT was structured as follows:

Chief
Executive

Deputy Corporate |l Corporate

Chie]c Director Director
Executive (Place) (CSS)

Director of Director of
Children's
Services

Council Employees

At the start of April 2019, the Council employed 2,391 full time equivalents (FTEs)
excluding school-based employees. By March 2020 this had increased slightly to
2,397 FTEs. The longer-term trend, however, shows a significant reduction in the
Council’s workforce from 2,978 FTEs in 2012.

The Council recognises the importance of its employees in building an organisation fit
for the future. Responding to the financial challenges faced by the Council will require
a transformed organisation and different ways of working. The Council’s aim is to build
solid foundations which enable it to achieve its ambitions with the support of a bold,
resilient and talented workforce, integrated and designed to focus on outcomes with
the right skills, shared values and commitment to Stockport residents. This ensures
the Council has officers in the right place with the right skills and the right tools to do
their jobs, whilst prioritising limited resources efficiently in order to retain and attract
talent.

Council Values

The Council's values and behaviours were launched in September 2018. These values
run through everything the Council and its Officers do regardless of the challenges
faced; ‘the Stockport Way of doing things’.

The Council’s values and behaviours are:
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» We support
each other and
celebrate
success;

We care about
diversity and
everybody’s

wellbeing; and

We work with
people, being
open and
honest.

Council Plan

The Council Plan sets out Stockport Council’s ambitions for the next 12 months,
framed by the shared outcomes of our Borough Plan. At the heart of this plan are the
people, place and communities of Stockport. Enabling improved outcomes for all our
citizens and communities and ensuring that they can be resilient, independent and
lead happy, healthy lives is a fundamental part of our ambition, what we do, why we
do it and how we work.

These outcomes continue to shape our aspirations for the Borough, working across
our key delivery programmes with local partners and across Greater Manchester;

People are able to make positive choices and be independent;
People who need support get it;

Stockport benefits from a thriving economy;

Stockport is a place people want to live; and

Communities in Stockport are safe and resilient.

The Council Plan sets out the framework for delivering these outcomes and also
incorporates the key principles identified by Cabinet, underpinned by an inclusive
vision for growth and reform. The Greater Manchester Strategy priorities continue to
be integrated into the Plan. The strategic narrative for the Council Plan builds upon
these but also incorporates the MTFP strategy and its five key themes.
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These are central to the Council Plan and its organisational delivery. In particular, the
Council Plan identifies a number of more focussed and specific priorities, including
supporting the development of the social care market, improving greater community
collaboration, and a continuing focus on inclusive growth.

The Council has already started to engage with residents and partners as part of ‘Our
Stockport Conversation’ in order to refresh priorities for the Borough for the next ten
years. This work builds upon the progress and renewed collective aspirations for
Stockport, reflecting the changes the Council is undertaking to reshape the way it
works with citizens and how it delivers services that are effective and sustainable.
Whilst this work has inevitably been paused during the Covid-19 pandemic, long-term
changes to the way we live and work make these aspirations even more relevant.

Capital Strategy

CIPFA’s Prudential Code for Capital Finance in Local Authorities was revised in
December 2017 to include a requirement that Local Authorities produce a Capital
Strategy each year to demonstrate that its capital investment plans have due regard
to service objectives, stewardship of assets, value for money, prudence, sustainability
and affordability. This is the second year the Council has produced its Capital Strategy
in line with the revised Code. Through a formalisation of other plans, strategies and
policies that the Council already has in place, the Capital Strategy provides a robust
governance framework for the Council’s capital investment decisions. It provides a
high-level overview of how the Council’s capital investment decisions contribute
towards the provision of services. It sets out the long-term context in which capital
expenditure and investment decisions are made, ensuring consideration of both risk
and reward, and impact on the achievement of the Council’s priorities. The Council
recognises that the management of its capital resources is fundamental to achieving
the priorities set out in the Council Plan and realising local and regional ambitions. In
doing this, the Capital Strategy provides a framework for optimising and managing the
Council’s capital resources and understanding the implication of capital investment
decisions on the future sustainability of the Council.

The adoption of the Capital Strategy was approved by the Council on 27 February
2020 and focuses on:

e Capital Expenditure — provides an overview of governance processes for
approval and monitoring of capital expenditure, provides a long-term view of
the Council’s capital expenditure plans and an overview of its asset
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management planning, and provides detail of any restrictions to borrowing or
funding linked to these plans.

e Debt, Borrowing and Treasury Management — provides projections of the
capital financing requirement (i.e. unfunded capital expenditure requiring
external borrowing) and provides details of the required provision for repayment
of debt over the life of the underlying asset (minimum revenue provision).

e Commercial Activity — provides details of the Council’'s approach to
commercial investment activities, including ensuring effective due diligence and
risk appetite and the requirements for independent and expert advice.

e Knowledge and Skills — provides details of the knowledge and skills required
both internally by Officers and externally by external advisors.

e Affordability and Risk — ensures the Chief Finance Officer reports explicitly
on the deliverability, affordability and risk associated with the Capital Strategy.

Greater Manchester Devolution and Partnership Working

The Greater Manchester (GM) Devolution agreement with Government has provided
the opportunity to better integrate policies and decision-making at a local level. This
has led to innovation and new models of local service delivery, as well as better co-
ordination of interventions to drive productivity growth. Most importantly, as highlighted
by the GM Combined Authority, outcomes for residents across the city region have
been improved. The GM Strategy has provided the vision and aims for the region,
agreed between the public sector, businesses and the voluntary, community and
social enterprise sector, and implemented through local and national Government
working in partnership. This integration is vital for not only improving services but
driving productivity and prosperity across Greater Manchester.

GM Devolution is continuing to shape a new way of working across the region on the
important issues facing Greater Manchester. The past twelve months have seen
further emphasis on investment and inclusive economic growth, for example through
the establishment of the first GM Mayoral Development Corporation in Stockport, and
joining up public services, such as through the ongoing developments across the GM
Health and Social Care Partnership. Stockport is well placed to shape and benefit from
these opportunities and in particular will lead two strategic GM priorities through
identified Greater Manchester Leaders and Chief Executives Portfolios:

e The Leader of the Council was the GM Portfolio lead on Employment, Skills
and Digital during the year; and

e The Council’'s Chief Executive was the Chief Executive lead on the Ageing
Well priority during the year.

More broadly, the Council and local partners will need to continue to work closely on
how we contribute and engage in ongoing devolution developments. The vision for the
Future of GM has been set through the GM Spatial Framework, a new Transport
Delivery Plan, a Housing Vision and Infrastructure Framework. The Combined
Authority with the support of the each of the GM Authorities are developing the next
steps for this agenda through:

o The GM Local Industrial Strategy, being developed between the city region and
Government departments;
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« A White Paper on Unified Public Services, which has been developed
collaboratively with the Greater Manchester Authorities, other public services
and the Voluntary, Community and Social Enterprise Sector. This provides the
vision for GM model on place-based integration; and

e A Prospectus for Health & Social Care, which sets out the proposed next steps
for developing the unique devolved health and care model in GM.

e AFive-Year Environmental Plan has been launched which will to inform a range
of local and regional core strategies, including the Clean Air and Transport
Plans.

Locally the Council continues to work on both the Stockport Local Plan and the GM
Spatial Framework including the coordination of house building and improving
transport infrastructure across the region. Other examples of partnership working and
integration include North West Adoption Agency, working with health colleagues to
support the integration of health and social care services across Stockport and
continuing work with other Public Services within Stockport and GM to identify and
assess new ways of working which will support the sharing of services across
organisations in the future.

Since mid-March, the Combined Authority and GM Health & Social Care partnership
have also been at the forefront of co-ordinating and developing a regional response to
the Covid-19 pandemic.

2019/20 FINANCIAL PERFORMANCE OF THE COUNCIL

2019/20 Revenue Budget and Capital Programme

On the 26 February 2019, the Council approved the 2019/20 Revenue Budget and
Capital Programme.

The revenue budget was set at £240.520m, with £180.130m Cash Limit budgets and
£60.390m Non-Cash Limit budgets. The Council approved the Council Tax Resolution
with a 2.75% increase on Council Tax (including a 1% increase on the Adult Social
Care Precept) for 2019/20. The three-year Capital Programme was approved on 26
February 2019, with £164.755m in resources being allocated to capital schemes in
2019/20.

Revenue Budget and Capital Programme Monitoring

The Revenue Budget and Capital Programme are monitored on a quarterly basis
throughout the year. Progress reports are presented to the Council’s Cabinet and
relevant Scrutiny Committees. In addition, the Council’'s Treasury Management
performance highlighting the performance of the Council’s investments and capital
borrowing is reported to the Cabinet and the Corporate Resources Management and
Governance Scrutiny Committee on a quarterly basis.

2019/20 Revenue Outturn Position
The Council’s 2019/20 revenue outturn position is shown in the table below:

14



Original | Revised Final (Surplus)/

Budget Budget | Outturn Deficit
Portfolio £000 £000 £000 £000
Adult Care and Health 89,436 90,438 90,527 89
Children, Family Services and Education 39,600 39,698 39,886 188
Citizen Focus and Engagement 5,369 5,642 5,598 (44)
Economy and Regeneration 1,842 1,981 2,016 35
Inclusive Neighbourhoods 453 420 243 (177)
Resources, Commissioning and
Governance 21,606 23,123 23,123 0
Sustainable Stockport 21,824 22,050 22,045 (5)
Total Cash Limits 180,130 | 183,352 183,438 86
Total Non-Cash Limits 60,390 57,168 56,269 (899)
Total Expenditure 240,520 | 240,520 239,707 (813)
Financed By
Council Tax 144,915 | 144,915 144,915 0
Adult Social Care Precept 11,207 11,207 11,207 0
Business Rates — Council Share 73,888 73,888 81,269 7,381
Business Rates — Tariff (17,103) | (17,103) (17,103)
Business Rates - Section 31 Grants 12,907 12,907 12,586 (321)
New Homes Bonus 1,791 1,791 1,792 1
Better Care Fund Allocation 6,333 6,333 6,333 0
Social Care Grant 2,192 2,192 2,192 0
EU Exit Grant 0 0 210 210
COVID19 Grant 0 0 8,276 8,276
Collection Fund Balance Distribution 1,362 1,362 1,767 405
Appropriation from General Fund Balance 0 4,026 4,026 0
Appropriation from Reserves 3,548 3,548 3,548 0
Appropriation to Reserves (520) (4,546) (20,498) (15,952)
Total Resources 240,520 | 240,520 240,520 0
Outturn 0 0 (813) (813)

The Council has achieved a surplus of £0.813m for the financial year when comparing
budgeted (planned) expenditure with actual (incurred) expenditure. The table above
reflects additional resources received during the final quarter of the year that were not

originally budgeted for.

This mainly consists of the first tranche of the COVID19

support grants (£8.276m) from Government, the Council’'s share of the benefit from
the 100% Business Rates Retention Pilot and returns from GMCA totalling £7.381m.
These additional resources have been transferred to reserves.

These resources and the forecast surplus were identified in the Council’'s 2020/21
Budget as available one-off resources to support Cabinet’s one-off positive
investments for the Borough. However, given the estimated financial impact of the
COVID19 pandemic, decisions on the use of these resources will now be considered
as part of the Council’s 2020/21 Reserves Policy.
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The main variances relate to:

Adult Social Care — deficit of £0.089m relates to budget pressures due to
increased demand for services supporting older people across the Borough
including care management predominately in non-residential services, and aids
and adaptions equipment services aligned to hospital discharges. In addition,
learning disability care management services have incurred increased costs
due to additional external support aligned to in-house tenancies and the
complexity of clients’ needs. Increased costs in these areas have been offset
by underspends in other areas of the service relating to staffing vacancies held
to support the transition to the new Adult Social Care operating model and a
continuing healthcare funding claim agreed with Liverpool CCG at the end of
the financial year. The improved outturn position compared to previous years
reflects the investments made to address permanently identified demand and
demographic budget pressures. This included the planned use of one-off Adult
Social Care Resources held in earmarked reserves.

Children, Family Services and Education — deficit of £0.188m relates to
continuing budget pressures within the children with disabilities service as a
result of the complexity and increased take up of respite care support packages
and additional social worker staffing requirements. In addition, there are budget
pressures relating to looked after children (LAC) maintenance payments which
correlates with the increase in the number of LAC placements in the Borough.
Non-LAC services have also incurred one-off additional costs in year relating
to back-pay on special guardianship order (SGO) and fostering payments.
Across the service additional staffing related costs have been incurred including
increase agency cover for staff absence. These budget pressures have been
offset by underspends in other areas of the service mainly relating to LAC
placements which received investment at the start of the financial year to
address budget pressures identified in previous years. The underspend in this
area is not expected to continue in 2020/21 due to the recruitment of additional
foster carers willing to take on increasingly complex and challenging
placements to ensure the other areas of the LAC service are managed within
budget. Education budgets reported increased cost relating to special
educational needs transport due to increased demand for the service and
staffing costs.

Inclusive Neighbourhoods - surplus of £0.177m reported relating to
underutilised activities and events budgets within the Neighbourhood Inclusion
Unit.

Non-Cash Limit — surplus of £0.899m as a result of additional dividends from
Manchester Airport Group, favourable differences between the estimated and
actual waste levy charges incurred offset by increased redundancy costs and
a one-off penalty cost following the audit of the Council’s prior years Housing
Benefit subsidy claim which identified a number of small errors.

The Comprehensive Income and Expenditure Statement (CIES) shows a deficit on the
provision of services of £46.521m. The difference between this and the outturn surplus
explained above relates to the adjustments that are made to the CIES through the
Movement in Reserves Statement (MiRS) to ensure the Council’'s General Fund
Balance is prepared on a funding basis rather than an accounting basis. Note 2,
Adjustments between Accounting Basis and Funding Basis under Regulations
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reconciles the differences between the CIES surplus and the outturn surplus. Some of
the reasons for the differences include:

e Capital investments are accounted for when financed, rather than when it is
consumed, for example General Fund Grants and Contributions of £37.633m
were credited to the Comprehensive Income and Expenditure Statement in
2019/20;

e Charges for depreciation, revaluation losses and impairment of non-current
assets and investment assets of £60.046m in 2019/20;

¢ Retirement benefits are charged as amounts when they become payable to the
pension fund and pensioners, rather than as future benefits are earned
(£39.672m for 2019/20); and

e The Minimum Revenue Provision for capital financing is a charge to the General
Fund but does not appear in the CIES (£12.448m for 2019/20).

Dedicated Schools Grant (DSG)

The DSG is reporting an outturn deficit of £1.302m and relates largely to cost
pressures and increased demand within the High Needs Block. This includes
increases in general Special Education Needs and Disability (SEND) across all school
sectors, additional specialist SEN SLA support requirements, additional external
independent placements and a technical funding reduction relating to high needs
import/export adjustment. The DSG conditions of the grant have been updated during
2019/20 following DfE reflection and discussion with key partners in relation to many
Local Authorities having in year and/or cumulative deficit positions on their DSG
budget.

The 2019/20 outturn deficit will therefore be carried forward into 2020/21 and will be
addressed as part of the current ongoing DSG Review Group workstream that will re-
design the service provision within the directorate. This key program of works will:

e Address the DSG deficit;

e Align resources within the DSG to reflect the Council’s integrated children’s and
education strategy; and

e Respond to the SEND written statement of action (WSoA) requirements
following the local area joint inspection in autumn 2018.

General Fund Balance

The level of General Fund Balance as at 31 March 2020 is £10.013m. This balance
reflects the level of unallocated balances that would be needed to address any
unexpected budget pressures in 2020/21. The balance is calculated to reflect the
spending experiences and risks to which the Council might be exposed to and is
approved as part of the budget setting process.

This is made up of the £9.200m recommended minimum level of General Fund
Balance required to support the budget in 2019/20 plus the outturn surplus of £0.813m
which will be held in General Fund Balance. The Council's 2020/21 Budget
recommended a minimum level of General Fund Balance of £10.200m to ensure the
robustness and resilience of the budget during the financial year. As part of the
Council’s Reserves Policy resources held in earmarked reserves will be realigned to
ensure £10.200m of General Fund Balance is held by the Council during 2020/21.
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Earmarked Reserves

Earmarked reserves represent resources that have been set aside to fund specific
commitments and plans. The Council’s Reserves Policy was updated during the year
to ensure it remained aligned to the Council’s corporate and strategic priorities. The
Policy also ensures the Council’'s earmarked reserves are held at an appropriate level
to support the Council’s budget and mitigate the impact of unforeseen cost pressures.
During the year there has been a net increase to these reserves of £9.778m resulting
in a balance of £76.550m at 31 March 2020.

Reserves balances of £8.689m relating to Schools and £1.345m relating to the
Housing Revenue Account (HRA) are also held. These balances are held in separate
earmarked reserves as they are ringfenced to fund Schools and the HRA expenditure.

Note 7 to the Statement of Accounts provides more information about the balances
held on individual reserves.

2019/20 Capital Programme Outturn

The Council has a significant and diverse Capital Programme. The original Capital
Programme for 2019/20 was £164.755m. A large number of the Council’s capital
schemes span a number of years. Individual capital schemes making up the
Programme are reviewed regularly and the spending profiles are aligned accordingly
as the schemes develop. During the year, a net total of £31.916m in additional funding
for schemes was added to the Programme and £96.948m was re-phased to align with
the developing schemes expenditure profiles.

The Council successfully delivered its 2019/20 Capital Programme with an outturn
expenditure of £99.723m as at 31 March 2020.

As stated above, the Council has a large and varied capital programme, with
significant expenditure on housing schemes, highways and regeneration projects.
The most notable schemes of the 2019/20 Capital Programme include the following:

e Housing Revenue Account (HRA) £19.801m expenditure on general capital
schemes and £1.771m on new build schemes;

e Inaddition to the HRA schemes above, £10.144m was made available in loans
to Stockport Homes Ltd for the Affordable Homes programme;

e A total of £32.648m has been spent on highways projects, including £4.040m
on the SEMMMS A6 to Manchester Airport Relief Road, £6.732m on the Town
Centre Access Plan, and £11.992m on the Highways Investment Programme;

e There was £11.725m expenditure on Stockport Exchange Phase 3 on the new
office building and neighbouring public realm;

e There was £3.442m spend during the year on the Street Lighting Investment
Programme;

e A total of £6.232m was spent on Education Capital Schemes, including
£3.359m on the Primary Sector; and

e A total of £2.642m has been spent on the Asset Management Plan during
2019/20.

The table below sets out the 2019/20 three-year Capital Programme as at 31 March
2020 by Portfolio and the resources being used to finance it.
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Adult Care and Health 559 499

Children, Family Services and 24

Education

Economy and Regeneration 49,356 48,771 44,289
Resources, Commissioning and 10,988 76,316 19,997
Governance

Sustainable Stockport 38,820 65,095 72,063
Total 99,723 190,705 136,349
Resources

Capital Grants 28,029 55,040 30,116
Directly Funded Borrowing 39,021 54,936 69,003
Unsupported Borrowing 14,520 55,170 13,133
Capital Receipts 1,917 4,668 6,371
External Contributions 1,097 1,212

Commuted Sums 2,069 1,838 1,500
Revenue Contributions (RCCO) 1,167 5,308 3,119
HRA Funding From MRR 11,903 12,533 13,107
Total 99,723 190,705 136,349

Treasury Management

The Council’'s 2019/20 Treasury Management Strategy and Annual Investment
Strategy were approved at the Council meeting on 26 February 2019. This sets out

the Council’s approach to managing its:
¢ Investments and cash flows;

e Banking, money market and capital market transactions; and
e The effective control of the risks associated with these activities to ensure
optimum performance in relation to its treasury management.

The Council’s debt and investment position is organised by the treasury management
service in order to ensure adequate liquidity for revenue and capital activities, security
for investments and to manage risks within all treasury management activities.
Procedures and controls to achieve these objectives are well established both through
Member reporting during the year and through Officer activity detailed in the Council’s

Treasury Management Practices.

At the end of 2019/20 the Council‘s treasury position was as follows:

Total Debt 548,165 2.66% 104,535 4.54%
Total Investments 110,345 0.66%
Net Debt 437,820 104,535
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Borrowing Outturn Position

During 2019/20, the Council maintained an under-borrowed position. This meant that
the capital borrowing need, (the Capital Financing Requirement), was not fully funded
with loan debt, as cash supporting the Council’s reserves, balances and cash flow was
used as an interim measure. This strategy was prudent as investment returns were
low and minimising counterparty risk on placing investments also needed to be
considered.

The policy of avoiding new long-term borrowing by utilising internal resources and
short-term loans, has served well over the last few years. However, this was kept
under review to avoid incurring higher borrowing costs in the future when the Council
may not be able to avoid new borrowing to finance capital expenditure and/or the
refinancing of maturing debt and when available resources might be utilised. Added
to this were increased concerns over the political and economic situation the UK found
itself in given uncertainty surrounding Brexit and the possibility of this causing liquidity
problems in the market. As such in the first half of 2019/20 the Council considered its
more imminent need to take on longer-term borrowing and the timing of that.

Taking advantage of falling PWLB rates, in August 2019 the Council borrowed £55m
of new PWLB borrowing at an average rate of 1.87% and comprised of loans maturing
in February 2065 and March 2069.

On 9 October 2019, Her Majesty’s Treasury took a decision to restore interest rates at
which it on-lends to local authorities to levels available back in 2018, by increasing the
margin that it applies to new loans from the PWLB by one percentage point on top of
usual lending terms. Given this substantial increase to PWLB lending rates, the
Council decided to defer any further long-term borrowing for the time being whilst it
assessed possible alternative lenders. As such for the remainder of the financial year,
cashflow shortages were managed by raising short-term market loans and drawing
back investments where necessary.

Investment Outturn Position

The Council’s investment policy is governed by MHCLG investment guidance, which
has been implemented in the 2019/20 Annual Investment Strategy approved by the
Council.

Investment activity during the year has operated within the boundaries established by
the Annual Investment Strategy, with the Council’s investment priorities being Security
of Capital, Liquidity and Yield. For its cash flow generated balances, the Council used
notice accounts, Money Market Funds and a limited number of fixed-term deposits to
invest available resources during the year. The treasury management service avoided
making any longer-term investments (over 365 days) during 2019/20 as investment
rates have remained historically low and thus not beneficial to the Council to do so.

The Council’s investment balances grew in the later stages of the financial year as a
result of the PWLB borrowing undertaken in August 2019. In addition, this increased
level of investments was a result of the Council maintaining a precautionary higher
level of liquid resources (and loans from other local authorities) to manage cash flow
shortages towards the end of March 2020.
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The table below shows the investment strategy undertaken during 2019/20:

Quarter 1 19,117 0.83%
Quarter 2 29,833 0.84%
Quarter 3 52,561 0.88%
Quarter 4 66,954 0.83%
Average 42,111 0.85%

The Council’s combined investments generated an average rate of return of 0.85%
representing good annual performance against benchmarks. This can be compared
against an uncompounded 7-day LIBID rate of 0.53% (1 month rate of 0.56%, 3 month
rate of 0.63%, 6 month rate of 0.70% and 12 month rate of 0.80%). The Council’s
return exceeds that of the twelve-month LIBID rate even though its weighted average
investment duration was just 50.85 days.

No institutions in which investments were made had difficulty in repaying investments
and interest in full during the financial year.

Collection Fund

The Council is required by legislation to maintain a separate account for the
administration of Council Tax and Business Rates income and expenditure. All income
collected from local taxpayers is paid into this account and then distributed to the
Council’s General Fund, and to the Greater Manchester Combined Authority (GMCA)
for the GMCA Mayoral Police and Crime Commissioner Precept and the GMCA
Mayoral General Precept (including Fire Services). The 2019/20 outturn position on
the Collection Fund is a surplus of £2.235m made up of a £0.720m surplus on Council
Tax and a £1.515m surplus on Business Rates.

The Council’s and the Precepting Authorities’ share of the surplus is shown in the table
below:

Collection Fund Income (185,542) | (87,035) | (272,577)
Collection Fund Expenditure*® 184,822 85,520 270,342
2019/20 Surplus (720) (1,515) (2,235)
Allocated to:
Stockport Metropolitan Borough Council (622) (1,500) (2,122)
GMCA Mayoral General (including Fire Services) (33) (15) (48)
GMCA Mayoral Police and Crime Commissioner (65) 0 (65)
(720) (1,515) (2,235)

*includes distribution of income to the Council and Precepting Authorities for the financial year

As part of the Council’'s 2020/21 budget setting process, the Council declared a
£1.109m Collection Fund surplus for the year. In line with the legislation that governs
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the Collection Fund accounting, this will be released to the Council’'s General Fund in
2020/21 and the balance of £1.013m (£2.122m less £1.109m) will be distributed in
2021/22. The variance relates to the differences in the assumptions underpinning the
forecast Business Rates position at Period 8 and the actual outturn position including:

e Anincrease in gross collectable Business Rates for the year between the
Period 8 forecast and outturn due to an increase in rateable values; and

e Lower than expected increases needed to the Business Rates bad debt
provision at year end.

Greater Manchester 100% Business Rates Retention Pilot

During the year the Council has piloted alongside the other Greater Manchester
Authorities, the 100% retention of Business Rates income. As a result, the total
2019/20 Pilot benefit to the Council is £3.886m of income that would have been paid
to Government in previous years.

It was always the intention that the Greater Manchester Region as a whole would
benefit from the 100% Business Rates Retention Pilot and on this basis, it has been
agreed that a minimum of 50% of the benefit would be retained by Greater Manchester
Authorities and the balance retained by the GMCA. The Council will retain £1.943m of
the benefit. As part of the Council’s 2020/21 budget setting process an expected
2019/20 benefit of £1.748m was forecast and approved to be allocated to earmarked
reserves to support known commitments and risks. The balance has been transferred
to the Collection Fund Reserve and will be considered as part of the Council’s 2020/21
Reserves Policy. The Greater Manchester Combined Authority (GMCA) share will be
used to support the delivery of Greater Manchester priorities outlined in the GMCA
2020/21 Budget reports.

Whilst the Council will continue to Pilot the 100% retention of Business Rates in
2020/21, it is difficult to accurately budget for the expected benefit at the beginning of
the financial year. Business Rates income is a complex and volatile tax, changes in
rateable values and increases in appeals by businesses are difficult to predict and can
have a significant impact on the actual benefit realised at the end of the financial year.
The Council has taken a prudent approach to this by not budgeting for any benefit in
the year it is realised. Instead any benefit realised in year is used to support the
Council’'s budget setting process, medium-term financial planning and capital
investments in the following financial years.

Housing Revenue Account (HRA)
Under legislation, income and expenditure on council housing is ‘ringfenced’ within the

HRA. This means the Council is not able to make contributions to or from its General
Fund from or to the HRA.

After taking into account adjustments between the accounting basis and the funding
basis under legislation and transfers to and from earmarked reserves there is a surplus
of £0.426m increasing the HRA balance to £2.123m as at 31 March 2020. On an
accounting basis, the 2019/20 outturn position on the HRA is a surplus of £4.471m.
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Group Accounts

The Council’'s Group Accounts include those entities where there is a material financial
interest and the Council holds a significant level of control. The Council’'s Group
boundary comprises of:

Stockport Metropolitan Borough Council;
Stockport Homes Ltd;

Totally Local Company Ltd;

Stockport Exchange Phase 2 Ltd; and
Stockport Hotel Management Company Ltd.

In accordance with the Code, consideration has been given as to whether these
entities should be consolidated in to the Council’s Group Accounts. Totally Local
Company Ltd and Stockport Homes Ltd accounts are consolidated into the Council’s
Group Accounts. The interest in Stockport Exchange Phase 2 Ltd and Stockport Hotel
Management Company Ltd are not considered material therefore these accounts are
not consolidated into the Council’s Group Accounts.

Further details on the Group entities and the Group Accounts can be found in the
Group Accounts section of the Council’s Statement of Accounts.

2020/21 Revenue Budget

At the Council meeting on 27 February 2020, the 2020/21 Revenue Budget was
approved. The budget was set at £247.393m, with £185.311m Cash Limit budgets and
£62.082m Non-Cash Limit budgets. The following table sets out the approved budget
for 2020/21.
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2020/21

Revenue

Budget
Portfolio £000
Adult Care and Health 93,798
Children, Family Services and Education 40,994
Citizen Focus and Engagement 4,780
Economy and Regeneration 1,904
Inclusive Neighbourhoods 403
Resources, Commissioning and Governance 22,612
Sustainable Stockport 20,820
Total Cash Limit 185,311
Pay Inflation 2,939
Pensions - Superannuation and Auto Enrolment 192
Inflation - Price and National Living Wage 3,753
Apprenticeship Levy 400
Non-Cash Limit 54,798
Total Non-Cash Limit 62,082
Total Expenditure 247,393
Financed By
Council Tax Requirement — General 148,217
Council Tax Requirement — Adult Social Care Precept 14,501
Business Rates Council Share 76,294
Business Rates Tariff (17,230)
Business Rates Section 31 Grants 12,956
New Homes Bonus 1,390
Better Care Fund 6,333
Social Care Grant 7,015
Collection Fund Balance Distribution 1,285
Appropriation from Reserves 216
Appropriation to Reserves (3,584)
Total Resources 247,393

In setting a balanced budget the Council bridged the £10.123m funding gap identified
at the start of the financial year. This included £4.225m of savings set in the context
of the Council’s MTFP Strategy. Using this framework has enabled the Council to think
differently about the way services are delivered and avoid cross-cutting expenditure
cuts to services which in the short term deliver savings, but longer-term result in
additional costs for the Council and adversely impact Stockport’s residents.

In addition, the Council made a decision to raise Council Tax by 2.99% (including a
2% Adult Social Care Precept) as part of bridging the funding gap. This decision was
not taken lightly and weighed up the impact this would have on Stockport residents
whilst ensuring the Council’s future financial sustainability and the provision of
essential services particularly to the most vulnerable residents in the Borough. The
Council is clear that the increase in Council Tax is not in the absence of medium-term
plans evidenced by the Council Plan, MTFP Strategy and Capital Strategy, but does
provide a robust platform on which to develop and build these plans. The Council also
recognises that this increase was lower than the 3.99% assumed by Government in
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the calculation of the Council’s 2020/21 Core Spending Power and which could have
been proposed. However, an increase of 2.99% achieves the right balance between
minimising the impact of Council Tax increases on Stockport Residents with the need
to ensure the Council’s MTFP remains robust and sustainable.

Ensuring the robustness of the Council’'s budget and medium-term financial plan will
help to mitigate the financial challenges ahead. The surplus position reported in these
Statement of Accounts and the level of reserves and balances held, underpinned by
the Council’s Reserves Policy, demonstrates the robustness of the Council’s financial
position over the medium-term.

2020/21 Capital Programme

The three-year Capital Programme 2020/21 to 2022/23 was approved at the Council
meeting on 27 February 2020. Resources of £218.815m were allocated to capital
schemes in 2020/21 and this now stands at £190.705m following a review and re-
phasing of schemes at the 2019/20 financial year end.

The following table sets out the proposed 2020/21 to 2022/23 Capital Programme by
Portfolio and included schemes that span beyond 2022/23.

2020/21 | 2021/22 | 2022/23 2023/24
Onwards
Portfolio £000 £000 £000 £000
Adult Care and Health 499
Children, Family Services and
) 24
Education
Economy and Regeneration 48,771 44,289 18,947
Resources, Commissioning and 76.316 19,997 846 9.800
Governance
Sustainable Stockport 65,095 72,063 33,919 42,009
Total 190,705 | 136,349 53,712 51,809

Significant capital schemes included in the 2020/21 Capital Programme are:

e A total planned expenditure of £37.085m in Highways Schemes, including
£12.574m on the Highways Investment Programme and £8.578m on Mayoral
Walking and Cycling Challenge Fund Schemes;

e £11.686m on regeneration schemes, including £2.968m on Markets and
Underbanks and £3.628m on Merseyway Development;

e There is an overall Capital Programme of £48.386m for Education Capital
Schemes, with £14.252m planned expenditure in the Special Sector and the
remaining balance is largely for the provision of basic need school places and
ongoing priority condition and maintenance schemes across the school estate;

e Schemes relating to the Council’s Asset Management Plan and re-provision
of the Dialstone Facility and re-provision of Borough Care totalling £23.181m;
and,

e Sustainable Stockport schemes of £65.095m, including funding of £33.587m
for HRA schemes relating to social housing improvement and new build
schemes, and £22.632m for the delivery of affordable homes by Stockport
Homes.
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Medium-Term Financial Landscape and Financial Challenge

The financial challenge the Council has to meet over the medium-term period 2020/21
to 2022/23 remains significant. Prior to the COVID19 pandemic the Council identified
a cumulative saving requirement of £8.743m in 2021/22 rising to £17.031m in 2022/23.
This is a result of expected increases in costs due to increases in demand for services,
particularly social care services, and the cost of increasing pay and price inflation.

The Council continues to operate in an uncertain and volatile environment. There have
been a number of announcements and events during the year which have created
further uncertainty about the future direction of Local Government funding. These
included:

e Government 2019 Spending Review — provided greater certainty about
2020/21 funding particularly in relation to the funding of social care services.
However, certainty about funding beyond 2020/21 was confirmed as being
subject to a multi-year spending review by Government.

e General Election and Queen’s Speech — the General Election resulted in a
Conservative majority Government. Key areas of focus for the new Government
impacting on Local Authorities were included in the Queen’s Speech and
included the reform of the Business Rates system, addressing social care
services funding pressures including the production of the long awaited social
care green/white paper, continuation of the planned reforms to Local
Government funding linked to the Government’s multi-year spending review
and further capital investment and/or devolution of powers linked to regional
investment; and

e Brexit — following the UK’s exit from the European Union (EU) on 31 January
2020, the impact Brexit will have on the UK economy and Government’s future
spending plans remains unclear.

These announcements and events resulted in the 2020/21 Local Government Finance
Settlement being a one-year funding settlement; providing certainty over the Council’s
funding in 2020/21 only. Future settlements remain subject to the Government’s
planned multi-year spending review and reforms linked to the Fairer Funding Formula
and Business Rates Retention both of which will determine the distribution of national
funding to Local Authorities going forward. Prior to the COVID19 pandemic these
reforms were expected to impact on the Local Government Finance Settlement for
2021/22, but Government has since confirmed these reforms will be further delayed
and implemented in 2022/23 at the earliest.

The uncertainty of the financial landscape is making medium term financial planning
difficult. This is evidenced by the period the Council's MTFP covers 2020/21 to
2022/23. Without further certainty about the future direction of Local Government
funding and the financial impact of the reforms on the Council, it is difficult to extend
the MTFP forecasts beyond this period and be confident of the robustness of the
resulting financial position. On this basis the Council has taken the decision not to
extend the MTFP period beyond 2022/23 until the Government provides the Council
with this certainty.

Despite the challenges posed by the financial landscape, the Council remains
committed to its MTFP strategy to frame the choices it needs to make about the
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services it delivers and how they are delivered. Using each of the five themes as a
lens with which to view services, the Council can ensure these decisions give
consideration to the future shape and sustainability of the Council and the essential
services it provides to Stockport’s residents. This is key to the Council ensuring its
financial planning is robust whilst dealing with the uncertainty at a national level.
Ensuring that the immediate financial and demand pressures are met whilst meeting
the Council’s ambitions for Stockport and delivering the desired outcomes for residents
requires the robust platform provided by the MTFP Strategy. It is important that local
decisions are being made in the context of the Council’s financial position and future
challenges which are set out in the MTFP.

The Council will continue to analyse budgets during the year to identify the underlying
budget pressures and mitigate the impact of the uncertainty and volatility. This will
include the 2020/21 MTFP Summer Review, the 2020/21 Reserves Policy and further
development of the Council's Capital Strategy and Capital Programme. The
continuation of this strong financial management foundation will be more important
than ever to enable the Council to have confidence in its financial resilience to recover
from the impact of the COVID19 pandemic, the robustness of it financial planning and
the ability to continue to deliver essential services to Stockport residents.

Financial Resilience

The financial impact of the COVID19 pandemic illustrates the importance of the
Council’s financial resilience to the impact of unplanned for events. This ensures the
Council is able to mitigate the financial impact in the short term whilst permanent
solutions are identified and implemented. There are a number of ways the Council
demonstrates its financial resilience to Members and Stockport residents:

e MTFP Summer Review and Updates — regular reviews of the key
assumptions and forecasts that underpin the Council’s MTFP to ensure they
remain robust and based on the most up to date information throughout the
year;

¢ Reserves Policy — annual update of the Council’s Reserves Policy to ensure
earmarked reserves are aligned to the Council’s corporate and strategic
objectives over the medium-term period;

e Budget Risk Assessment — annual assessment of the adequacy of the
Council’'s General Fund Balance to mitigate the impact of risks;

e Scrutiny Committee and Audit Committee - regular Member scrutiny of the
Council’s Financial Management throughout the year; and

e Internal and External Audit — independent audits of the Council’s financial
management throughout the year. During 2019/20 an internal audit of the
Council’s financial governance and financial resilience gave the Council
substantial assurance.

CIPFA are continuing to develop its approach to increase local authority financial
resilience including the publication of its Financial Management Code of Practice. The
Council welcomes the increased attention and will continue to work with other Local
Authorities and CIPFA to develop these systems and ensure they integrate with the
Council’'s existing processes.
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COVID19 Pandemic Financial Impact

The Council’s 2020/21 Budget and MTFP approved in February 2020 have clearly
now been superseded by the COVID19 pandemic. Further detail on the financial
impact and financial response is provided in the main changes to the core financial
statements and significant events and transactions section of this Narrative Report.

2019/20 NON FINANCIAL PERFORMANCE OF THE COUNCIL

Performance

Each Cabinet Member is responsible for a Portfolio of services. At the start of the year
each Member signs up to their Portfolio Agreements which sets out the detailed
delivery plans of their Portfolio alongside the budget available, performance measures,
policy drivers and risks. Each Portfolio Holder reports on the progress in delivering
these priorities and outcomes during the year, with the reports considered in detail by
the relevant Scrutiny Committees. In addition, a Corporate Report is produced each
quarter, setting out the Council’s overall financial position along with a summary of the
delivery against the key priorities and performance outcome measures. This report is
considered by both the Cabinet and the Corporate and Resource Management and
Governance Scrutiny Committee.

Performance in 2019/20 shows a mixed picture on performance across all Portfolios
compared to 2018/19. Whilst 42.6% of measures were on or ahead of target, there
were a further 46.5% deemed to be within an acceptable range of performance.
Meanwhile whilst 67.3% improved or maintained a high level of performance, an
increase on the 58% in 2018/19. There remain a small number of measures (11) where
performance is significantly below target. These have provided the focus for more
detailed analysis of service demand, economic trends and demographic pressures,
alongside other factors, which have informed improvement plans.

Achievements
Notable achievements during 2019/20 include:

e The launch of the first Mayoral Development Corporation in Greater
Manchester. This will aim to unlock development sites and accelerate the speed
of transformation within Stockport's Town Centre, creating 3,000 new homes
through a neighbourhood that would adapt the town centre to meet changing
demands nationally. As a walkable neighbourhood in the heart of Stockport it’s
hoped that Town Centre West will become Greater Manchester's newest,
coolest, greenest urban neighbourhood.

e It has been a long-held ambition of the Council to bring the Metrolink network
to Stockport, and an announcement in early 2020 brings us a step closer to
making Stockport, already one of the best connected towns in the north, even
better connected.

e We are re-designing our children’s and adults’ services to put people at the
heart of everything we do. Within our Stockport Family Partnership, we have
joined up services within local areas. We have used the learning from pilot
projects in Brinnington and Werneth to ensure we are working closely with
schools and the community to help identify and deliver their priorities. We have
also focussed on inclusion and have codesigned a transformation programme
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with children and young people with special educational needs and disabilities
and their families.

e Across adult social care, a programme of whole service transformation is
underway that will enable the Council to provide a sustainable adult social care
service. This will have a focus on prevention and early intervention, ensuring
that all our residents can be supported to live their best lives.

e Our ground-breaking Digital by Design programme is continuing to deliver
service improvements and we were proud to see Stockport Council winning the
2019 Municipal Journal Digital Transformation Award. The award also
acknowledged the support provided to help people and local communities
improve their digital skills and confidence through DigiKnow and similar
initiatives.

Corporate Risks

Each Cabinet Portfolio has identified significant risks to achieving objectives and
delivering key projects. These are outlined in Portfolio Risk Registers, contained within
the Portfolio Agreements, along with any emerging risks and controls in place to
mitigate these risks.

A number of Corporate Risks have been identified at a strategic level, and these have
been aligned with strategic risks from Portfolio Risk Registers to form the Corporate
Risk Register. These risks are under regular review, with emerging risks identified and
added in year, along with risk descriptions and controls being updated. The Council
includes an update on internal controls and mitigating actions for the risks in its
quarterly Corporate Performance and Resources Report and provides a more detailed
update for the Audit Committee to consider.

The Corporate Risks are:

e Change Management — ability to manage and implement change effectively;

e Financial — failure to deliver the Medium-Term Financial Plan (savings targets
and balanced budget);

e Digital Capacity — insufficient ICT infrastructure and capacity;

e Demand Pressures — inability to influence behaviour change resulting in
demand and expectations continuing to rise;

e Supplier and Partner Risk — Key suppliers and partners to significant projects
and services unable to deliver on behalf of the Council;

¢ Information Governance — failure to protect the Council’s information assets
including personal and sensitive personal data and other confidential data;

e Governance — inadequate governance arrangements;

e Health and Social Care Integration — financial resources and capacity are
insufficient to deliver the strategic change programme and associated benefits
to required timescales;

e School Places — insufficient supply of school places;

e Safeguarding — failure of safeguarding arrangements for children and
vulnerable adults; and

e Delivering Growth — failure to deliver key strategic, regeneration and capital
investment programmes.
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Receipt of Further Information

This Statement of Accounts forms one element of the Council’s financial reporting to
local taxpayers, employees and other interested parties. The Council publishes its
Budget and quarterly Performance and Resources Reports on the Council’'s website
www.stockport.gov.uk.

If you would like to receive further information on these accounts, please contact me
at Finance, Corporate and Support Services, Stockport Metropolitan Borough Council,
Stopford House, Stockport, SK1 3XE.

MAIN CHANGES TO THE CORE FINANCIAL STATEMENTS AND SIGNIFICANT
EVENTS AND TRANSACTIONS

COVID19 Pandemic

The spread of coronavirus, declared a global public health emergency, has created
unprecedented circumstances within which the Council, working with our communities
and partners, have had to respond. The Council’'s responses have been very much
guided by advice and guidance provided by Central Government and the Corporate
Leadership Team (CLT) have reviewed guidance and announcements daily
throughout this period. The Council has established a robust and responsive
governance to facilitate cross partnership and organisational response. This has
included close working with Government and Greater Manchester.

The Council has taken a thematic approach to its response focussing on the following
key work programmes:

e Humanitarian Aid;

e Voluntary and Community Response;
e Food;
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Workforce;

Mortality Management;

Finance;

Out of Hospital Support — Adults and Disability and Personal Protective
Equipment (PPE);

e Contact Testing and Tracing;

e Children and Education; and

e Economic Resilience.

Going forward the Council is working hard with colleagues and partners both locally
and across Greater Manchester to ensure that its recovery plans focus on a ‘Build
Back Better’ approach and ensure communities are prepared for moving to a new
normal and living with COVID19. This will help to make Stockport even stronger in
the future and focus on a ‘One Stockport’ approach.

The following provides detail on work programme relating to the Council’s financial
impact and response to the pandemic:

COVID19 Financial Impact

The Council’s 2020/21 Budget and MTFP approved in February 2020 have clearly
now been superseded by the COVID19 pandemic. The financial challenge presented
by the impact of pandemic is unprecedented. As part of the COVID19 financial impact
returns to Government, the Council’s current estimate of the financial impact (cost and
loss of income) is circa £46.8m adverse financial impact. To date the Council has
received £16.3m of COVID19 impact grant support from Government. This leaves a
potential funding gap of circa £30.5m in 2020/21.

The permanent impact on the Council’'s MTFP is being assessed as part of the
2020/21 MTFP Summer Review. However further delays to Government reforms is
making medium term financial planning increasingly difficult and increasing the
uncertainty and volatility of Local Government funding over the medium-term period:

e Local Government Funding Reform Delays - Prior to the COVID19
pandemic the reforms relating to the Fairer Funding Formula and Business
Rates Retention were expected to impact on the Local Government Finance
Settlement for 2021/22. Government has since confirmed these reforms will be
further delayed allowing Local Authorities to focus on the immediate challenges
posed by the pandemic. Whilst welcomed to allow recovery plans to be
implemented, further delay presents the Council with further uncertainty about
its future funding and what this means for Local Government funding going
forward.

e Business Rates Revaluation Delay — A national revaluation of businesses
rateable values was due to take place in 2021 following a change in legislation
prior to the COVID19 pandemic. Due to the economic impact of the pandemic,
the Government have decided to delay this process and the revaluation will no
longer take place in 2021 to provide business with greater certainty. The
Government are continuing to work on ‘the fundamental review of Business
Rates’, which was announced in their Budget in March 2020, and some
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commentators suggest this will now be open to a much wider range of options
including replacing Business Rates with an alternative business tax.

Specific elements of the Council’s finance work programme are detailed below:

e COVID19 Business Grants Fund — Government funding of £66.574m was
paid to the Council in early April to passport to eligible businesses as defined
by the Government’'s COVID19 business grant payment schemes; Retail,
Hospitality and Leisure Grant Fund and Small Business Grant Fund. To date,
the Council has issued 4,888 business grants totalling £57.215m. This
equates to 91% of all Stockport businesses that have been identified as
eligible for these grants.

e Local Authority Discretionary Grant Fund — The Fund was announced by
Government on 1 May to support those small and micro businesses which
missed out on other COVID19 business grant support. Stockport has been
awarded £3.241m to cover this scheme; funded from the expected surplus of
the main business grants schemes once all eligible businesses have been paid
(detailed above) of £1.764m and additional funding of £1.477m. Whilst the
scheme is at the discretion of each Local Authority, it does aim to prioritise
those businesses with high property costs and/or significant income loss.

e Assistance to Adult Social Care (ASC) Providers — The financial assistance
to Adult Social Care providers is taking a systematic approach, including the
self-funder market, alongside support the Council is giving to providers caring
for ASC clients. A COVID19 funding panel has been created to assess provider
requests with regards to additional costs incurred due to the pandemic. In
addition, homecare providers have been submitting claims for care which was
planned but unable to be delivered due to COVID19. Support is also being
provided to clients in receipt of direct payments affected by COVID19. The
Council has passported £3.1m of Infection Control funding provided by
Government to care home providers. The Council has also offered financial
support to providers in the Borough up to 90% occupancy, this is to provide
further financial support to providers due to the impact of the pandemic.

¢ Financial Inclusion — Since lockdown began a range of Council services have
been working in partnership with the Citizen Advice Bureau, Credit Union and
Food Banks to support the financial resilience of our communities. We have
monitored the impact of the pandemic on communities, the changing demand
on frontline services, and worked to implement immediate enhancements to the
Council current service offer. As part of the Council’s recovery plan the focus is
developing a strong self-service offer building on Better Off Stockport, and
supported by a clear communications campaign, to support those residents
experiencing a loss or reduction in income for the first time to proactively
respond to their change in circumstances and reduce the risk of falling into
financial crisis. This will be alongside enhanced support provided to residents
who already access these services.

e Procurement Policy Note Supplier Support — The Government issued
PPNO0220 in March setting out information and guidance for public bodies on
payment of their suppliers to ensure service continuity during and after the
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pandemic. In response to the guidance the Council issued a letter to all its
suppliers/providers providing assurance of the Council’s continued support
during the pandemic and confirming business continuity in terms of prompt
payment of invoices to provide suppliers/providers with some certainty about
their cash flows. This has included moving suppliers to immediate payment
terms, removing the need for purchase order matching where invoice amounts
are below a threshold and consideration of advance payment of invoices where
appropriate. In line with the guidance, the Council has also made available
(upon request) additional support to suppliers considered to be critical and/or
at risk in terms of the Council’s business continuity and supplier retention. An
assessment of the suppliers/providers has been made on a case-by-case basis
to ensure the additional support provided is appropriate.

COVID19 - Financial Impact Response

Government has yet to announce what additional financial support will be given to
Local Authorities to bridge this funding gap and what form this support will take i.e.
additional grant funding, borrowing powers, flexibility around the use of available
resources etc. Following recent Government announcements though, there is an
indication that the expectation is the financial burden of COVID19 will be shared with
Local Authorities. The uncertainty about what this means in terms of continuing
Government support is adding to the uncertainty already evident in the financial
landscape and making medium term financial planning increasingly challenging.

Despite these challenges the Finance Team is progressing a programme of work as
part of the MTFP Summer Review and monthly iterations of the Government's
COVID19 financial impact return. The following reviews and impact mitigations will be
completed during the year as part of this work:

e Early budget monitoring and forecasting of the 2020/21 outturn position to
identify any surpluses (for example where services have temporally ceased
due to COVID19 and expected costs are not being incurred) as well as costs
that have not been captured on the COVID19 cost codes setup in the financial
ledger;

e Review of the Council’s useable reserves (including earmarked reserves) to
identify revenue resources which are available for realignment as part of the
2020/21 Reserves Policy to support the funding of the COVID19 impact;

e Review of the Council’s earmarked reserves which have been set aside to
fund revenue contributions to capital schemes and considering switching to
other forms of capital funding (i.e. borrowing) to free up the revenue resources
to bolster the Council’s available earmarked reserves to support the funding of
the COVID19 impact. The Council 2020/21 Reserves Policy will be presented
to Cabinet for approval in July 2020;

e Review of the Council’s Capital Programme to consider rephasing of capital
schemes and reduce the revenue costs of the schemes;

e Review of the possible use of available capital receipts to support
transformation projects that revenue resources (budgeted and/or held in
earmarked reserves) have been set aside to fund. Using available capital
receipts in this way will free up revenue resources to support the funding of
the COVID19 impact; and

¢ Review of the Council’'s MTFP to assess the impact of COVID19 on the
Council's savings requirement across the medium-term period.
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This programme of work will assess the extent to which the financial impact of
COVID19 can be mitigated by the Council, without further Government support, in the
short term to ensure it is able to respond to the pandemic and recover in order to
continue to deliver services to our residents. Considerations are obviously also being
given to the delay of investment plans and projects as well as spending controls
particularly for discretionary spend (i.e. spend not linked to the Council’s legal
requirements or statutory duties). There is obviously an opportunity cost of doing this
in terms of the impact it would have on the schemes and the benefits they were
expected to bring to Stockport. In addition, the Council remains hopeful that (and is
actively lobbying for) confirmation of additional Government support funding will be
announced.

Amended Section 114 (S114) Notice Guidelines

In response to the COVID19 pandemic CIPFA have amended the guidelines on the
Section 151 Officers statutory duty to issue a S114 notice. A S114 notice is required
to be issued when a council is likely to spend more than the resources it has. CIPFA
have amended the guidelines to provide councils with the space and time to consider
all options as part of their financial response to the pandemic before issuing a S114
notice. CIPFA have proposed two specific modifications:

e At the earliest possible stage, a Chief Finance Officer (CFO) should make
informal confidential contact with Government to advise of financial concerns
and a possible forthcoming S114 notice requirement.

e The CFO should communicate the potential unbalanced budget position due to
COVID19 to Government at the same time as providing a potential S114
scenario report to the council executive (Cabinet) and the external auditor.

Senior Council Officers and Members are aware of the significant financial impact of
the COVID19 pandemic on the Council’s 2020/21 Budget and MTFP. The Council is
reviewing its revenue and capital budget commitments and all available resources
(useable reserves) to assess the extent to which the financial impact could be
mitigated, without further government support, in the short term to ensure the Council
can respond to the pandemic and recover on a ‘Build Back Better’ basis in order to
continue to deliver essential services to Stockport residents and businesses.
Considerations are obviously being given to the delay of investment plans and projects
as well as spending controls particularly for discretionary spend (i.e. spend not linked
to the Council’s legal requirements or statutory duties).

Manchester Airport Group Investment Valuation

The Council’'s shareholding in the Manchester Airport Group in 2019/20 is 3.22% of
the airport’s capital, this is a minority interest with no voting rights. The asset is held
at fair value and a valuation must be carried out annually.

The 2019/20 valuation has been made using Manchester Airport Group’s annual
reports and accounts for the years ended 31 March 2018 and 2019 along with the
interim report and accounts for the 6 months ending 30 September 2019. The
shareholding has been estimated to be £30.200m for 2019/20, which is a decrease in
value of £22.500m since last year. This significant decrease in valuation is largely due
to a downturn in the Group’s growth forecast as a result of the loss of operations at
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Manchester and East Midlands airports and the global COVID19 pandemic, coupled
with future uncertainty in the aviation industry.

The revaluation loss of £22.500m is recognised in the Financial Instruments
Revaluation Reserve and there is no impact on the General Fund.

Merseyway Shopping Centre Valuation

The Council purchased Merseyway Shopping Centre in Stockport Town Centre in April
2016. The decision to purchase the shopping centre was to support the ongoing
regeneration of the town centre and give the Council direct control over its future linked
to the Council’s wider regeneration plans. As at 31 March 2020, a revaluation of
Merseyway Shopping Centre has resulted in a valuation of £34.200m, a reduction in
value of £8.840m from the 2018/19 valuation. In addition, an acquisition of £1.530m
was made during the year relating to the former BHS vacant unit close to the shopping
centre, resulting in a total reduction of £10.370m. This reduction in value has been
reflected on the Council’'s Balance Sheet.

The reduced asset valuation has been caused by a number of factors including:

e Changes to tenancy during the year resulting in lease renewals, lease re-gears
and new lettings which have adversely impacted on the unit rent used in the
valuation. In addition, the impact of increases in the number of vacant units
and voids on service charge and business rate costs has also been reflected
in the valuation. The retail sector nationally continues to be turbulent affecting
both independent retailers and well-known high street names. Retailers
continue to face the challenges caused by ongoing economic uncertainty and
structural changes as customer increasingly move to online stores;

e A reduction in rental yield during the year as retailers continue to face
significant challenges. Coupled with this is a reduction in occupational demand
and investor interest in shopping centres during the year — the valuation
commentary highlights that ‘core investor appetite was almost non-existent
during the year, noting no core shopping centres being traded during the year’.

e The impact of the COVID19 pandemic resulting in enforced closures of
retailers during the lockdown and increased economic uncertainty. As would
be expected retailers are increasingly reviewing their costs including
occupation costs to address the lockdown closure and the recovery of footfall
number once the lockdown is lifted. This has resulted in increased asks for rent
holidays and deferments by retailers to support them through the pandemic
and their own recovery. Whilst the full impact of COVID19 on retail is unknown
the valuation includes an expected capital cost of reduced rent and service
charge contributions as a result of the pandemic.

e The impact of COVID19 and the weaker outlook for retailers has also been
reflected in the valuation through a further reduction in the expected rental yield
and increase in the expected number of permanent void units.

The Council intends to hold the shopping centre for the long-term whilst the benefits
of other town centre regeneration such as Redrock, Stockport Underbanks, Stockport
Market Place, and Stockport Interchange, as well as the shopping centre itself are
realised. The Council remains committed to the refurbishment and reconfiguration of
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Merseyway Shopping Centre demonstrated by the Council’s Future High Streets Fund
bid to support capital scheme work on the Addlington Walk area of the centre, Mersey
Square, re-fronting of the centre itself and public realm works. The Council firmly
believes it is the best placed holder of the shopping centre asset in Stockport Town
Centre, in order to see out the current turbulent period for retail and ensure its
regeneration compliments other regeneration schemes. As a result, there is no
pressure to dispose of the asset and any future disposal can be timed to maximise the
value and protect the Council from short to medium-term asset valuation fluctuations.

The original investment in Merseyway Shopping Centre was to ensure that the
promotion and regeneration of the town centre was in line with the Council’s
objectives. However, the asset is being held for investment purposes with the Council
benefitting from rental income it receives. As a result, the asset is recognised as an
investment asset on the Council’'s Balance Sheet.

Pension Advance Payment

The triennial valuation of the Council’s pension fund was completed by the Greater
Manchester Pension Fund (GMPF) during the year. Following the valuation, an option
was made available to the Council allowing the payment of its employer pension
contributions over the next three years in advance (rather than pay this on a monthly
basis) on 7 April 2020. In return a discount on the employer pension contribution rates
would be given to the Council resulting in an annual budget saving.

In setting the Council’'s 2020/21 Budget a three-year advance payment of its employer
pension contributions totalling £56.800m was approved. This means the Council has
paid its employer pension contributions for 2020/21, 2021/22 and 2022/23. This
resulted in a budget saving of £0.250m in each of these years. The three-year advance
payment was made to GMPF in April 2020 and has been disclosed in the accounts
within Note 6, Events after the Balance Sheet Date and Note 26, Pension Schemes.
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STATEMENT OF RESPONSIBILITIES FOR THE STATEMENT OF
ACCOUNTS

The Council’s Responsibilities
The Council is required to:

e 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 Stockport Council, that Officer is the Corporate Director —
Corporate and Support Services (Section 151 Officer);

e Manage its affairs to secure economic, efficient and effective use of resources
and safeguard its assets; and

e Approve the Statement of Accounts.

The Corporate Director — Corporate and Support Services’ (Section 151 Officer)
Responsibilities

The Corporate Director — Corporate and Support Services (Section 151 Officer) is
responsible for the preparation of the Council’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 Corporate Director — Corporate and
Support Services (Section 151 Officer) has:

e Selected suitable accounting policies and then applied them consistently;
¢ Made judgements and estimates that were reasonable and prudent; and
e Complied with the Code of Practice.

The Corporate Director — Corporate and Support Services (Section 151 Officer) has
also:

e Kept proper accounting records which were up to date; and

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

37



Certificate of the Statement of Accounts

| certify that the Statement of Accounts presents a true and fair view of the financial
position of Stockport Metropolitan Borough Council at 31 March 2020, and its income
and expenditure for the year ended 31 March 2020.

Michael Cullen
Corporate Director - Corporate and Support Services (Section 151 Officer)
18 June 2020
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FINANCIAL STATEMENTS




Core financial statements are applicable to all local authorities whatever their function
and comprise:

Comprehensive Income and Expenditure Statement

This 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) 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.

Movement in Reserves Statement

This statement shows the movement from the start to the end of the financial year on
the different reserves held by the Council, analysed into ‘usable reserves’ (i.e. those
that can be applied to fund expenditure or reduce local taxation) and other ‘unusable
reserves’ (i.e. reserves used to hold account balances and adjustments that the
Council cannot utilise to provide services). The Statement shows the in-year
movements of the Council’s reserves 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
and Housing Revenue Account Balance movements in the year following those
adjustments.

Balance Sheet

The Balance Sheet shows the value as at the Balance Sheet date of the assets and
liabilities recognised by the Council. The net assets of the Council (assets less
liabilities) are matched by the reserves held by the Council.

Reserves are reported in two categories. The first category of reserves are usable
reserves, used to support services and/or fund specific commitments and plans,
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, repay debt or elect to use as revenue Transformation spend).

The second category of reserves are unusable reserves, which are reserves that the
Council 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’.

Cash Flow Statement

The Cash Flow Statement shows the changes in cash and cash equivalents of the
Council during the reporting period. The statement shows how the Council 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 Council are funded by
way of taxation and grant income or from the recipients of services provided by the
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Council. Investing activities represent the extent to which cash outflows have been
made for resources which are intended to contribute to the Council’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 Council. This
summarises the inflows and outflows of cash arising from both revenue (day to day)
and capital (investment in new assets) transactions with third parties.

Group Accounts

The Group accounts are of equal status to the single entity accounts but to achieve a
meaningful presentation to the reader of the accounts, they are positioned after the
single entity financial statements and notes, starting at page 170.
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Comprehensive Income and Expenditure Statement

Adult Care and Health 160,183 | (58,362) | 101,821 | 160,362 | (61,929) 98,433
Children, Family Services and Education 58,445 | (15,610) 42,835 47,463 | (12,775) 34,688
Citizen Focus and Engagement 9,505 (1,862) 7,643 9,699 (1,991) 7,708
Economy and Regeneration 6,213 (2,226) 3,987 5,322 (2,215) 3,107
Inclusive Neighbourhoods 1,807 (1,348) 459 1,385 (970) 415
Resources, Commissioning and

Governance 43,526 (9,024) 34,502 40,632 (8,061) 32,571
Sustainable Stockport 54,049 | (11,358) 42,691 46,767 | (10,917) 35,850
Non-Cash Limits 73,174 | (65,512) 7,662 76,028 | (69,970) 6,058
Dedicated Schools Grant 238,524 | (213,311) 25,213 | 225,954 | (206,925) 19,029
Housing Revenue Account 44,623 | (53,705) (9,082) 31,532 | (53,868) | (22,336)
Cost Of Services 690,049 | (432,318) | 257,731 | 645,144 | (429,621) | 215,523
Other Operating Expenditure 42,024 0 42,024 45,737 0 45,737 8
Financing and Investment Income and

Expenditure 83,351 | (50,659) 32,692 83,344 | (51,003) 32,341 9
Taxation and Non-Specific Grant Income (285,926) | (285,926) (288,261) | (288,261) 10
(Surplus) or Deficit on Provision of

Services 815,424 | (768,903) 46,521 | 774,225 | (768,885) 5,340
Items that will not be reclassified to the

(Surplus) or Deficit on the Provision of

Services

(Surplus) on revaluation of Property, Plant

and Equipment assets (59,711) (7,595)
Re-measurement of the net defined

benefit liability (100,663) 56,047
Items that may be reclassified to the

(Surplus) or Deficit on the Provision of

Services

Deficit/(surplus)from investments in equity

instruments designated at Fair Value

through Other Comprehensive Income 22,500 (800)

Other Comprehensive Income and
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Movement in Reserves Statement

Balance at 31 March
2018

Movement in
reserves during
2018/19:

Total
Comprehensive
Income and
Expenditure
Adjustments
between accounting
basis and funding
basis under
regulations (Note 2)

(Increase)/Decrease
in 2018/19

Movement in

reserves during
2019/20:

Total
Comprehensive
Income and
Expenditure
Adjustments
between accounting
basis and funding
basis under
regulations (Note 2)

(Increase)/Decrease
in 2019/20

Note a — Reserves held for revenue purposes

(96,852) | (2,426) | (8,149) (9,100) | (116,527) | (678,713) | (795,240)
24,640 | (19,300) 5340 | 47,652 | 52,992
(19,515) | 18,689 | (5,294) (1,860) | (7,980) 7,980 0
5125 | (611) | (5,294 (1,860) | (2,640) | 55632 | 52,992

50,992

(54,517)

(4,471)

4,040

1,316

(6,265)

46,521

(55,426)

(137,874)

(91,353)

3,525

Note b — Reserves held for capital purposes
Details of schools reserves within earmarked reserves are set out in Note 7 to the

Core Statements.

6,265

8,905

A breakdown of adjustments between the accounting basis and funding basis under
regulations is set out in Note 2 to the Core Statements.
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Balance Sheet

These financial statements were authorised for issue by the Corporate Director - Corporate and Support

Services (Section 151 Officer) on 18 June 2020.

Michael Cullen

Property, Plant & Equipment

- Council dwellings 441,071 437,591

- other land and buildings 564,451 512,263

- vehicles, plant, furniture and equipment 13,660 14,619

- infrastructure 387,566 352,935

- community assets 1,554 1,705

- surplus assets not held for sale 3,787 4,973

- assets under construction 35,928 48,265

1,448,017 | 1,372,351 11

Heritage Assets 11,685 11,352 12
Investment Property 169,811 186,790 13
Intangible Assets 1,135 14
Long-Term Investments 32,170 52,800 36
Long-Term Debtors 92,241 86,454 17
Long-Term Finance lease Debtors 13,700 13,700 35
Long-Term Assets 1,768,759 | 1,723,447
Assets Held for Sale (short-term) 576 556 19
Inventories 96 112
Cash and Cash Equivalents 49,483 37,511 18
Short-Term Investments 78,045 7,020 15a
Short-Term Debtors 86,774 66,560 17
Current Assets 214,974 111,759
Bank Overdraft (2,763) (7,516) 18
Short-Term Creditors (86,853) (69,592) 20
Short-Term Provisions (4,024) (3,971) 21
Short-Term Borrowing (151,311) (119,469) 15a
Current Liabilities (244,951) (200,548)
Long-Term Creditors (7,915) (9,543) 20
Long-Term Provisions (18,938) (16,021) 21
Long-Term Borrowing (506,653) | (465,862) 15a
Other Long-Term Liabilities - Net pensions liability (332,787) | (376,653) 26
Other Long-Term Liabilities - Finance leases (13,700) (13,700) 35
Revenue Grants Receipts in Advance (17,503) (3,210) 32
Capital Grants Receipts in Advance (7,685) (7,421) 32
Long-Term Liabilities 905,181 892,410
Usable reserves (128,072) | (119,167) | MIRS
Unusable Reserves 705,529 623,081 23

Corporate Director — Corporate and Support Services (Section 151 Officer)

18 June 2020




Cash Flow Statement

Net deficit on the provision of services 46,521 5,340

Adjustments to net surplus or deficit on the provision of

services for non-cash movements

Depreciation (48,453) (39,827)

Impairment and revaluation 845 16,333

Amortisation 0 (232)

(Decrease) in Impairment for bad debts (1,194) (813)

(Increase)/Decrease in creditors (26,430) 6,610

Increase/(Decrease) in debtors 8,479 (5,651)

(Decrease)/increase in inventories (16) 16

Difference between IAS 19 pension cost and pensions paid (56,797) (45,558) | 26

Carrying amount of non-current assets sold (4,186) (18,593)

Movement in value of investment properties (21,487) (15,795)

Movement in provisions (2,970) (6,344)
(152,209) (109,854)

Adjust for items included in the net surplus or deficit on the

provision of services that are investing and financing

activities

Proceeds from the Sale of property, plant and equipment,

investment property and intangible assets 4,675 8,559

Revenue expenditure funded from capital under statute (2,245) (2,268)

Capital grants 37,777 51,359

Net cash flows from Operating Activities* (65,481) (46,864)

Investing Activities 120,456 61,318 24

Financing Activities 71,700 43,251

Cash and cash equivalents and bank overdraft at the beginning

of the reporting period 29,995 1,198 18

Cash and cash equivalents and bank overdraft at the end of the

reporting period 46,720 29,995 | 18

*The followin

items are included within the operating activities:

Interest Received (3,053) (3,366)
Interest Paid 18,726 17,239
Finance lease interest paid 1,171 1,155
Dividends Received (6,570) (5,774)
Finance lease interest received (1,438) (1,412)
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NOTES TO THE CORE FINANCIAL STATEMENTS

Expenditure and Funding Analysis
Adjustments between Accounting Basis and Funding Basis under Regulations

Expenditure and Income Subjective Analysis

W=

Critical Judgements in Applying Accounting Policies and Assumptions made
about the Future and other Major Sources of Estimation Uncertainty

5. Material Items of Income and Expenditure

6. Events After the Balance Sheet Date

7. Earmarked Reserve within General Fund and HRA Balances
8.  Other Operating Expenditure

9. Financing and Investment Income and Expenditure

10. Taxation and Non-Specific Grant Income

11. Property, Plant and Equipment

12. Heritage Assets

13. Investment Properties

14. Intangible Fixed Assets

15. Financial Instruments

16. Nature and Extent of Risks Arising from Financial Instruments
17. Short and Long-Term Debtors including Payments in Advance
18. Cash and Cash Equivalents

19. Assets Held for Sale

20. Short and Long-Term Creditors including Receipts in Advance
21. Provisions

22. Usable Reserves

23. Unusable Reserves

24. Cash Flow Statement - Investing Activities

25. Cash Flow Statement - Financing Activities

26. Pension Schemes

27. Pooled Budget Arrangements

28. Members’ Allowances

29. Officers’ Remuneration

30. External Audit Costs
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Notes to the Core Financial Statements (continued)

31. Dedicated Schools Grant

32. Grant Income

33. Transactions with Related Parties

34. Capital Expenditure and Capital Financing

35. Leases

36. Investments

37. Accounting Standards issued but not yet adopted
38. Accounting Policies

39. Prior Year Adjustment
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1. Expenditure and Funding Analysis

The objective of the Expenditure and Funding Analysis is to demonstrate to Council
Tax (and rent) payers how the funding available to the Council (i.e. government grants,
rents, Council Tax and business rates) for the year has been used in providing
services, in comparison with those resources consumed or earned by authorities in
accordance with generally accepted accounting practices. The Expenditure and
Funding Analysis also shows how this expenditure is allocated for decision making
purposes between the Council’s Portfolios. Income and expenditure accounted for
under generally accepted accounting practices is presented more fully in the
Comprehensive Income and Expenditure Statement.
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Adult Care and Health 90,527 6,527 97,054 4,767 101,821
Children, Family 39,886 336 40,222 2,613 42,835
Services and

Education

Citizen Focus and 5,598 32 5,630 2,013 7,643
Engagement

Economy and 2,016 1,112 3,128 859 3,987
Regeneration

Inclusive 243 243 216 459
Neighbourhoods

Resources, 23,123 2,042 25,165 9,337 34,502
Commissioning and

Governance

Sustainable Stockport 22,045 (588) 21,457 21,234 42,691
Non-Cash Limits 56,269 (4,582) 51,687 (44,025) 7,662
Dedicated Schools 0 0 2,819 2,819 22,394 25,213
Grant

Housing Revenue (426) (5) (431) (8,651) (9,082)
Account

Net Cost Of Services 239,707 (426) 7,693 246,974 10,757 257,731
Other Income and (240,520) (14,436) (254,956) 254,956 0
Expenditure

Reported surplus (813)

Use of general fund 4,026 4,026 (4,026) 0
surplus to top up

earmarked reserves

Other Operating 0 42,024 42,024
Expenditure

Financing and 0 32,692 32,692
Investment Income

and Expenditure

Taxation and Non- 0 (285,926) (285,926)
Specific Grant Income

Opening General (13,226) (1,697) (79,841) (94,764)

Fund and HRA

Balances brought

forward

Less (Surplus)/ Deficit 3,213 (426) (6,743) (3,956)

on General Fund and
HRA Balance in Year




Adult Care and Health

86,679

6,881

93,560

4,873

98,433

Children, Family Services 32,829 158 32,987 1,701 34,688
and Education

Citizen Focus and 5,978 109 6,087 1,621 7,708
Engagement

Economy and 2,533 60 2,593 514 3,107
Regeneration

Inclusive Neighbourhoods 204 204 211 415
Resources, 23,064 1,696 24,760 7,811 32,571
Commissioning and

Governance

Sustainable Stockport 22,280 60 22,340 13,510 35,850
Non-Cash Limits 59,140 (3,626) 55,514 (49,456) 6,058
Dedicated Schools Grant* 1,360 0 (332) 1,028 18,001 19,029
Housing Revenue (592) (19) (611) (21,725) (22,336)
Account

Net Cost Of Services 234,067 (592) 4,987 238,462 (22,939) 215,523
Other Income and (237,942) (3,773) (241,715) 241,715 0
Expenditure

Reported surplus (3,875)

Use of 2017/18 surplus to 3,053 3,053 (3,053) 0
fund 2018/19 budget

Use of general fund 4,714 4,714 (4,714) 0
surplus to top up

earmarked reserves

Other Operating 0 45,737 45,737
Expenditure

Financing and Investment 0 32,341 32,341
Income and Expenditure

Taxation and Non- 0 (288,261) (288,261)
Specific Grant Income

Opening General Fund (17,118) (1,105) (81,055) (99,278)

and HRA Balances

brought forward

Less (Surplus)/ Deficit on 3,892 (592) 1,214 4,514

General Fund and HRA
Balance in Year

* Non-General Fund deficit funded from General Fund




Note to the Expenditure and Funding Analysis

This note explains the main adjustments from Net Expenditure Chargeable to the
General Fund and HRA Balances to arrive at the amounts in the Comprehensive
Income and Expenditure Statement:

Adult Care and Health (317) 288 4,796 4,767
Chlldrep, Family Services and 14 105 2,494 2,613
Education

Citizen Focus and Engagement (45) 976 1,082 2,013
Economy and Regeneration 25 3 831 859
Inclusive Neighbourhoods 6 210 216
Resources, Commissioning and 2,222 2,495 4,620 9,337
Governance

Sustainable Stockport (524) 20,723 1,035 21,234
Non-Cash Limits (37,189) (12,132) 5,257 39 (44,025)
Dedicated Schools Grant (877) 13,400 9,883 (12) 22,394
Housing Revenue Account (5,797) (2,854) 0 0 (8,651)
Net Cost Of Services (42,488) 23,010 30,208 27 10,757
Other Income .and Exper]dlture 254,956 254,956
from the Funding Analysis

Use of general fund surplus to top

up earmarked reserves (4,026) (4,026)
Other Operating Expenditure 40,784 (1,075) 2,315 42,024
Financing ar_1d Investment Income 801 22,332 9,559 32,602
and Expenditure

Taxation and Non-Specific Grant (250,027) (35,545) (354) (285,926)

Income




Adult Care and Health 452 329 4,092 4,873
Chlldre_n, Family Services and 27 29 1,652 1,701
Education

Citizen Focus and Engagement (43) 695 969 1,621
Economy and Regeneration (195) 9 700 514
Inclusive Neighbourhoods 6 205 211
Resources, Commissioning and 2,502 1,517 3,792 7811
Governance

Sustainable Stockport (524) 13,071 963 13,510
Non-Cash Limits (36,397) (13,138) 81 (2) (49,456)
Dedicated Schools Grant (851) 11,866 8,112 (1,126) 18,001
Housing Revenue Account (5,675) (16,050) (21,725)
Net Cost Of Services (40,704) (1,673) 20,566 (1,128) (22,939)
Other Income and Expenditure

from the Funding Analysis o 241,715
Use of 2017/18 surplus to fund

2018/19 budget (3,083) (3,053)
Use of general fund surplus to top

up earmarked reserves (4,714) (4,714)
Other Operating Expenditure 40,886 2,646 2,205 45,737
Financing ar_1d Investment Income 1,209 23.184 7.948 32,341
and Expenditure

I}i’ﬂg" and Non-Specific Grant (235.339) (49,159) (3763) | (288.261)

Notes:

a. Reclassifications - this column represents reclassifications between headings reported to
management and how items should be classified in the CIES. The main items include the transfer of
funding from Other Income and Expenditure to Taxation and Non-specific Grant Income and the transfer
of costs and income from Non-Cash Limits and Reform, Commissioning and Governance to Financing
and Investment In