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Narrative Report

Operational guidance for Fire and Rescue Authorities in Wales is detailed in the Fire and
Rescue National Framework which has been produced by Welsh Government. The National
Framework seeks to expand the role of Fire and Rescue Authorities in Wales in relation to
prevention, education and engaging with the communities they serve whilst ensuring that their
reactive firefighting capability is not compromised.

Mid and West Wales Fire and Rescue Authority produces annual action plans for managing
down risks and improving services with an increasing emphasis on prevention and education.
The Service is actively engaged in working with the communities it serves, an example of
which is carrying out Home Safety checks. The Authority works in partnership with other
emergency services, for example, the Welsh Ambulance Service, Dyfed Powys Police and
South Wales Police are located at several of our properties, also the Welsh Ambulance
Service through the Co-Responder scheme. Other schemes include our participation in the
Young Firefighters’ Association operated by off duty firefighters with branches across Mid and
West Wales; the Phoenix project which has proved very successful with youth groups in the
area; as well as participating in the new Public Services Boards formed under the Wellbeing
of Future Generations Act.

The Authority’s Statement of Accounts is a publication required by law; the prime purpose of
which is to give clear information about the financial position and the financial performance of
Mid and West Wales Fire and Rescue Authority for the financial year 2016/17.

The statements and their purposes are as follows:

Statement of Responsibilities for the Statement of Accounts
This sets out the respective responsibilities of the Authority and its officers for the preparation
and approval of the Statement of Accounts.

Comprehensive Income and Expenditure Statement (CIES)

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.
Authorities raise taxation to cover expenditure in accordance with regulations; this may be
different from the accounting cost. The taxation position is shown in both Expenditure and
Funding Analysis and the Movement in Reserves Statement.

Movement in Reserves Statement (MiRS)

This MiRS shows the movement in the year on the different reserves held by the Authority,
analysed into ‘usable reserves’ (i.e. those that can be applied to fund expenditure or reduce
local taxation) and other reserves. The (Surplus) or Deficit on the Provision of Services line
shows the true economic cost of providing the Authority’s services, more details of which are
shown in the Comprehensive Income and Expenditure Statement. This is different from the
statutory amounts required to be charged to the General Fund Balance, and the Increase /
Decrease before Transfers to Earmarked Reserves line shows the statutory General Fund
Balance before any discretionary transfers to or from earmarked reserves are undertaken by
the Fire and Rescue Authority.



Balance Sheet

The Balance Sheet shows the value as at the Balance Sheet date of the assets and liabilities
recognised by the Authority. The net assets of the Authority (assets less liabilities) are
matched by the reserves held by the Authority. Reserves are reported in two categories. The
first category of reserves are usable reserves, i.e. those reserves that the Authority may use
to provide services, subject to the need to maintain a prudent level of reserves and any
statutory limitations on their use (for example the Capital Receipts Reserve that may only be
used to fund capital expenditure or repay debt). The second category of reserves 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 (CFS)

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

Firefighters Pension Fund Account
This shows the financial position of the Firefighters pension fund account, indicating whether
the Authority owes, or is owed money by the Welsh Government to balance the account,
together with details of its net assets.

Expenditure and Funding Analysis (EFA)

Following the “Telling the Story” review of the presentation of local authority financial
statements, the 2016/17 Code changed the segmental reporting arrangements for the CIES
and introduced the EFA.

The new EFA brings together Authority performance reported on the basis of expenditure
measured under proper accounting practices with statutorily defined charges to the General
Fund.

Both the CIES and EFA include a segmental analysis which requires Authorities to report
performance on the basis of how they are structured and how they operate, monitor and
manage financial performance. Therefore, Authorities are no longer required to report the cost
of individual services in their CIES.

Notes to the Accounting Statements

The notes present information about the basis of preparation of the financial statements and
the specific accounting policies used. They disclose information not presented elsewhere in
the financial statements but is relevant to an understanding of them. The notes to the
accounting statements contain for the first time this year the EFA.



Annual Governance Statement

This statement provides a continuous review of the effectiveness of the Authority’s
governance framework including the system of internal control and risk management systems,
to give assurance on their effectiveness and/or to produce a management action plan to
address identified weaknesses.

The Annual Governance Statement accompanies the Statement of Accounts but is not part of
the Statement.

Summary of the Financial Year

The net revenue expenditure for the year was £43.844m, the contributions received from
Unitary Authorities totalled £44.205m, resulting in a surplus of £361k. This amount is
transferred to the General Fund Balance. This transfer can be seen in the Movement in
Reserves Statement and within the Usable Reserves in note 9.

Revenue and Capital Outturn for the year compared to budget is detailed in the following table:

Outturn for the year 2016/17 Budget Actual Variance
£000 £000 £000
Revenue
Expenditure including grants 48,865 48,674 (191)
Income including grants (4,411) (4,830) (419)
Net Expenditure including grants 44,454 43,844 (610)
Unitary Authority contributions (44,204) (44,205) (1)
Transfer to/(from) Reserves (250) 0 250
(Surplus)/Deficit 0 (361) (361)
Capital including b/fwd slippage 6,432 3,997 (2,435)

The Authority incurs revenue spending on items, which are generally consumed within the
year, and this is financed by contributions from the six constituent local authorities in proportion
to population. For 2016/17, the proportions were as follows:

Constituent Local Authorities Values | Proportion
£000 %
Carmarthenshire County Council 9,172 20.7
Ceredigion County Council 3,696 8.4
Neath and Port Talbot County Borough Council 6,851 15.5
Pembrokeshire County Council 6,036 13.7
Powys County Council 6,537 14.8
City and County of Swansea Council 11,913 26.9
Total 44,205 100.0




Revenue Sources of Funding

2015/16 2016/17
£000 £000
2,668 | Revenue Grants 3,188
27 | Interest 35
1,416 | Fees & Charges/Reimbursements 1,607
4,111 | Sub Total 4,830
43,769 | Unitary Authority Contributions 44,205
47,880 | Total Revenue Funding 49,035
Capital Expenditure
Total capital expenditure in the year amounted to £3.997m.
Estimate Actual | Estimate
2016/17 | 2016/17 | 2017/18
£000 £000 £000
Property — Refurbishments, adaptations, 2,561 1,289 735
new buildings
Vehicles, Plant 3,610 2,426 4,388
Assets under Construction 0 0 0
Intangible Assets 261 282 297
Total Capital Expenditure 6,432 3,997 5,420
Financed by:
Capital Grants & Contributions 0 0 385
Capital Donations 0 52 0
Capital Receipts 0 35 0
Earmarked Reserves 850 782 297
Finance Lease 2,948 0 2,306
Borrowing 2,634 3,128 2,432
Total Financing 6,432 3,997 5,420

Capital Borrowing

The Prudential Code allows the Authority to determine its own borrowing limits subject to the
Responsible Financial Officer deeming it to be prudent, sustainable and affordable. All loans
are from the Public Works Loan Board (PWLB) except for two Invest to Save loans from Welsh
Government. There were no new external loans taken out in the year in respect of the capital
funding requirement. The total principal outstanding as at 31 March 2017 is £16.911m.



Pension liability

In 2016/17, eight members of staff retired. The net cost of the Firefighters Pension Scheme to
the revenue budget continues to grow, and the liability in terms of future pension commitments
has increased due to adjustments made by the Actuaries to their assumptions. The actuarially
assessed liability as at 31 March 2017 was £461.88m for the Firefighters Pension Scheme
and £12.89m for the Local Government Pension Scheme.

Under International Accounting Standard 19 (Employee Benefits) the Authority is required to
provide details of assets and future liabilities for pensions payable to employees, both past
and present. This is outlined in greater detail in the disclosures to the accounts.

Reserve Accounting

At the end of the financial year, the Statement of Accounts shows financial reserves carried
forward into 2017/18. This is consistent with the accounting treatment of previous years, with
the maintenance and utilisation of reserves forming a cornerstone of corporate financial
stability and operational service planning in the short and medium term.

Capital Financing Costs

The charge made to the service revenue accounts to reflect the cost of non-current assets
used in the provision of services was £2.718m. This is a notional charge for depreciation and
amortisation, and an adjustment is made to the year-end balance so the contributions required
to fund the service are not affected. The actual cost to the service for financing capital is
£879k for loan and finance lease interest, £2.147m Minimum Revenue Provision and £782k
revenue contribution.

During the year three finance lease agreements with break clauses were renegotiated
resulting in an interest rate credit of £331Kk. This transaction has been credited to the Financing
Expenditure in the CIES.

Impact of the Current Economic Climate

The national economic downturn together with the outcomes of the Comprehensive Spending
Review, gave an indication of the level of cuts to public services expected in the coming years.
However, the recent referendum result to leave the European Union makes the level of
government spending and future settlements uncertain.

The Authority’s Annual Improvement Plan outlines various projects to review structures and
processes in place throughout the organisation to make the necessary reductions for future
years. The financial implications of these were clearly reflected in the Medium Term Financial
Plan.

Additional Information

Additional information about these accounts is available from the S151 Officer to the Authority
and the Head of Finance. Interested members of the public also have a statutory right to
inspect the accounts before the audit is completed; availability of the accounts for inspection
is advertised on the Mid and West Wales Fire and Rescue Authority website.
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STATEMENT OF RESPONSIBILITIES
The Authority’s Responsibilities
The Authority is required:

¢ to make arrangements for the proper administration of its financial affairs and to secure
that one of its officers has the responsibility for the administration of those affairs. In
this Authority, that officer is the Chief Financial Officer,

e to manage its affairs to secure economic, efficient and effective use of resources and
safeguard its assets.

e to approve the Statement of Accounts.

The Chief Financial Officer’s Responsibilities

The Chief Financial Officer is responsible for the preparation of the Authority’s Statement of
Accounts, including the Pension Fund Accounts in accordance with proper practices as set
out in the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United
Kingdom (“the Code”).

In preparing this statement of accounts, the Chief Financial Officer has:
e selected suitable accounting policies and then applied them consistently;
e made judgements and estimates that were reasonable and prudent;
¢ complied with the Local Authority Code.
The Chief Financial Officer has also:
e kept proper accounting records, which were up to date;

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

CERTIFICATE OF THE CHIEF FINANCIAL OFFICER

| certify that the accounts provide a true and fair view of the financial position of the Authority
as at the 31 March 2017 and its income and expenditure for the year then ended.

Signature: Chief Financial Officer

Dated:




AUDITORS REPORT



AUDITORS REPORT continued
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Expenditure and Funding Analysis (EFA)

The Expenditure and Funding Analysis shows how annual expenditure is used and funded
from resources (contributions from constituent authorities, government grants, other income
etc.) by authorities in comparison with those resources consumed or earned by authorities in
accordance with generally accepted accounting practices. Income and expenditure accounted
for under generally accepted accounting practices is presented more fully in the
Comprehensive Income and Expenditure Statement.

The EFA is a note to the financial statements not a primary statement. However, it has been
positioned with the primary statements to aid the readers understanding.

2015/16 2016/17
Net Net Net Net
Expenditure Adjustments Expenditurein Expenditure  Adjustments Expenditure in
Chargeableto between the Comprehensive Chargeableto  between the Comprehensive
the General Funding & Income and the General Funding & Income and
Fund Balance  Accounting Expenditure Fund Balance Accounting Expenditure
Basis Statement Basis Statement
£000 £000 £000 £000 £000 £000
Provision of Fire
40,475 2,034 42,509 Services 41,184 (685) 40,499
40,475 2,034 42,509 Net Cost of 41,184 (685) 40,099
Services
(40,749) 12,633 (28,116) Other Income and (40,763) 10,829 (29,934)
Expenditure
(274) 14,667 14,393 Surplus or Deficit 421 10,144 10,565
on Provision of
Services
Un-earmarked Earmarked Total General Un-earmarked Earmarked Total General
General Fund General Fund Fund Balance General Fund General Fund Fund Balance
Balance Balances Balance Balances
£000 £000 £000 £000 £000 £000
0 (8,494) (8,494) Brought Forward 0 (8,768) (8,768)
Prior Year Adjust 0 (648) (648)
Revised 1 April 0 (9,416) (9,416)
2016
(274) 0 (274) (Surplus) or Deficit 421 0 421
on Provision of
Services
274 (274) 0 Transfer between (782) 782 0
Earmarked & Un-
earmarked
Reserves
0 (8,768) (274) Closing Balance (361) (8,634) (8,995)
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Comprehensive Income and Expenditure Statement (CIES)

2015/16 Restated* 2016/17
Expenditure  Income Net Expenditure Income Net
£000 £000 £000 £000 £000 £000
46,592 (4,083) 42,509 Provision of Fire Services 45,295 (4,796) 40,499
46,592 (4,083) 42,509 Cost of Services 45,295 (4,796) 40,499
12 Other Operating Expenditure 1
15,801 Financing and Investment Income 14,322
and Expenditure (Note 10)
(43,929) Taxation and Non-Specific Grant (44,257)
Income (Note 11)
14,393 (Surplus) or Deficit on Provision of 10,565
Services
4,489 Surplus or deficit on revaluation of 0
Property, Plant and Equipment
(72,729) Remeasurement of the net defined 72,890
benefit liability / asset (Note 18)
(68,240) Other Comprehensive Income and 72,890
Expenditure
(53,847) Total Comprehensive Income and 83,455

Expenditure

*Presentation amended. Net Cost of Service reported as single service line.
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Movement in Reserves Statement (MiRS)

Total
Movement in Reserve General General Capital Total Fire
Statement 2016/17 Fund Fund Receipts Usable | Unusable | Authority
Balance Reserves Reserve | Reserves | Reserves | Reserves
Bal 31 March 2016 0 (8,768) 0 (8,768) 355,938 347,170
*Prior Year Adjustments (648) (648) 710 62
Bal 1 April 2016 0 (9,416) 0 (9,416) 356,648 347,232
Movements:
(Surplus) / Deficit on provision
of services 10,565 0 0 10,565 0 10,565
Other CIES 0 0 0 0 72,890 72,890
Total CIES 10,565 0 0 10,565 72,890 83,455
Adjustments accounting &
funding (Note 8) (10,144) 0 0| (10,144) 10,144 0
Net (Increase) / Decrease
before transfer 421 0 0 421 83,034 83,455
Transfers To / (From) Reserves
(Note 9) (782) 782 0 0 0 0
Bal 31 March 2017 (361) (8,634) 0 (8,995) 439,682 430,687
Total
Movement in Reserves General General Capital Total Fire
Statement 2015/16 Fund Fund Receipts Usable | Unusable | Authority
Balance Reserves Reserve | Reserves | Reserves | Reserves
Bal 31 March 2015 0 (8,494) (579) (9,073) 410,090 401,017
Movements:
(Surplus) / Deficit on provision
of services 14,393 0 0 14,393 0 14,393
Other CIES 0 0 0 0 (68,240) (68,240)
Total CIES 14,393 0 0 14,393 (68,240) (53,847)
Adjustments accounting &
funding (Note 8) (14,667) 0 579 | (14,088) 14,088 0
Net (Increase) / Decrease
before transfer (274) 0 579 305 (54,152) (53,847)
Transfers To / (From) Reserves
(Note 9) 274 (274) 0 0 0 0
Bal 31 March 2016 0 (8,768) 0 (8,768) 355,938 347,170

*Relates to Minimum Revenue Provision over-charge £648k and write out of Net Book Value
£62k for non-current assets scrapped or disposed of.
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Balance Sheet

2015/16

31 March *Prior Year 1 April 31 March
2016 Adjustments 2016 2017
£000 £000 £000 £000

57,831 (62) 57,769 Property, Plant & Equipment (Note 12) 59,406
1,122 1,122 Assets Under Construction (Note 12) 0
206 206 Intangible Assets (Note 13) 432
298 298 Long Term Debtors 308
59,457 (62) 59,395 Long Term Assets 60,146
520 520 Inventories 570
7,176 7,176 Short Term Debtors (Note 15) 5,685
10,342 10,342 Cash and Cash Equivalents (Note 16) 4,561
18,038 0 18,038 Current Assets 10,816
(4,349) (4,349) Short Term Borrowing (Note 14) (435)
(4,785) (4,785) Short Term Creditors (Note 17) (4,066)
0 0 Capital Grants Receipts in Advance (Note 25) (246)
(998) (998) Other Short-Term Liabilities (Note 28) (784)
(10,132) 0 (10,132) Current Liabilities (5,531)
(16,770) (16,770) Long Term Borrowing (Note 14) (16,529)
(5,787) (5,787) Other Long-Term Liabilities (Note 28) (4,819)
(391,976) (391,976) Liability related to defined benefit pension (474,770)
schemes (Note 30)

(414,533) 0 (414,533) Long Term Liabilities (496,118 |
(347,170) (62) (347,232) Net Liabilities (430,687)
(8,768) (648) (9,416) Usable Reserves (Note 9) (8,995)
355,938 710 356,648 Unusable Reserves (Note 18) 439,682
347,170 62 347,232 Total Reserves 430,687

*Relates to Minimum Revenue Provision over-charge £648k and write out of Net Book Value
£62k for non-current assets scrapped or disposed of.
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Cash Flow Statement

2015/16 2016/17
£000 £000
14,393  Net (surplus) or deficit on the provision of services 10,565
(20,385)  Adjustment to surplus or deficit on the provision of (13,875)
services for noncash movements
11  Adjustment for items included in the net surplus or 35
deficit on the provision of services that are investing or
financing activities
(5,981) Net cash flows from operating activities (3,275)
3,472  Net cash flows from investing activities 3,972
(6,007)  Net cash flows from financing activities 5,084
(8,516) Net (increase) or decrease in cash and cash 5,781
equivalents
1,826  Cash and cash equivalents at the beginning of the 10,342
reporting period
10,342 Cash and cash equivalents at the end of the 4,561

reporting period

A detailed breakdown of the Cash flow is provided in Notes 19 to 21
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Note 1 - Accounting Policies
i. General Principles

The Statement of Accounts summarises the Authority’s transactions for the 2016/17 financial
year and its position at the year-end. The Authority is required to prepare an annual Statement
of Accounts by the Accounts and Audit (Wales) Regulations 2014 in accordance with proper
accounting practices. These practices under Section 21 of the 2003 Act primarily comprise
the Code of Practice on Local Authority Accounting in the United Kingdom 2016/17, supported
by International Financial Reporting Standards (IFRS) and statutory guidance issued under
section 12 of the 2003 Act.

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

ii. Accruals of Income and Expenditure

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

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

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

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

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

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

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

iii. Cash and Cash Equivalents

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

In the Cash Flow Statement, cash and cash equivalents are shown net of bank overdrafts that
are repayable on demand and form an integral part of the Authority’s cash management.
iv. Prior Period Adjustments, Changes in Accounting Policies, Estimates and Errors

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

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

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

v. Charges to Revenue for Non-current Assets

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

depreciation attributable to the assets used by the relevant service
e revaluation and impairment losses on assets used by the Service where there are no
accumulated gains in the Revaluation Reserve against which the losses can be written off
e amortisation of intangible assets attributable to the Service.

The Authority is not required to raise a levy to fund depreciation, revaluation and impairment
losses or amortisation. However, it is required to make an annual contribution from revenue
towards the reduction in its overall borrowing requirement equal to an amount calculated on a
prudent basis determined by the Authority in accordance with statutory guidance.
Depreciation, revaluation and impairment losses and amortisation are therefore replaced by
the contribution in the General Fund Balance (Minimum Revenue Provision) by way of an
adjusting transaction with the Capital Adjustment Account in the Movement in Reserves
Statement for the difference between the two.

vi. Employee Benefits
- Benefits Payable During Employment

Short-term employee benefits are those due to be settled wholly within 12 months of the year-
end. They include such benefits as wages and salaries, paid annual leave and paid sick leave,
bonuses and non-monetary benefits (e.g. cars) for current employees and are recognised as
an expense for services in the year in which employees render service to the Authority. An
accrual is made for the cost of holiday entitlements (or any form of leave, e.g. time off in lieu)
earned by employees but not taken before the year-end which employees can carry forward
into the next financial year. The accrual is made at the wage and salary rates applicable in the
following accounting year, being the period in which the employee takes the benefit. The
accrual is charged to Surplus or Deficit on the Provision of Services, but then reversed out
through the Movement in Reserves Statement so that holiday entitlements are charged to
revenue in the financial year in which the holiday absence occurs.

- Termination Benefits

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

- Post-employment Benefits

Employees of the Authority are members of two separate pension schemes: the Local
Government Pensions Scheme, administered by Dyfed Pension Fund, Carmarthenshire
County Council; and the Firefighter Pension Scheme, administered by Dyfed Pension Fund,
Carmarthenshire County Council.

Both schemes provided defined benefits to members (retirement lump sums and pensions),
earned as employees worked for the Authority. However, the Local Government Pension
Scheme is funded through the ownership of assets, the Firefighter Pension Scheme is
unfunded.

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

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

e Liabilities are discounted to their value at current prices, using a discount rate of 2.6%
(based on the indicative rate of return on high quality corporate bonds).

e The assets of Dyfed Pension Fund attributable to the Authority are included in the Balance
Sheet at their fair value:

guoted securities — current bid price
unquoted securities — professional estimate
unitised securities — current bid price
property — market value

O O O O

The change in the net pensions liability is analysed into the following components:
Service cost comprising:

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

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

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

Remeasurements comprising:

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

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

Contributions paid to the Dyfed Pension Fund — cash paid as employer’s contributions to the
pension fund in settlement of liabilities; not accounted for as an expense.

The Firefighter Pension Scheme FFPS

The FFPS is accounted for as an unfunded defined benefits scheme, the scheme has no
assets and no investment income:

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

e Liabilities are discounted to their value at current prices, using a discount rate of 2.7%
(based on Government bond yields of appropriate duration plus an additional margin).

The change in the net pensions liability is analysed into the following components:
Service cost comprising:

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

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

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

Remeasurements comprising:
e actuarial gains and losses — changes in the net pensions liability that arise because
events have not coincided with assumptions made at the last actuarial valuation or

because the actuaries have updated their assumptions — charged to the Pensions
Reserve as Other Comprehensive Income and Expenditure.
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Contributions paid to the Fund — cash paid as employer’s contributions to the pension fund in
settlement of liabilities; not accounted for as an expense.

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

Discretionary Benefits

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

vii. Events After the Reporting Period

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

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

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

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

Viii. Financial Instruments
Financial Liabilities

Financial liabilities are recognised on the Balance Sheet when the Authority becomes a party
to the contractual provisions of a financial instrument and are initially measured at fair value
and are carried at their amortised cost. Annual charges to the Financing and Investment
Income and Expenditure line in the Comprehensive Income and Expenditure Statement for
interest payable are based on the carrying amount of the liability, multiplied by the effective
rate of interest for the instrument. The effective interest rate is the rate that exactly discounts
estimated future cash payments over the life of the instrument to the amount at which it was
originally recognised.

For most of the borrowings that the Authority has, this means that the amount presented in
the Balance Sheet is the outstanding principal repayable (plus accrued interest); and interest
charged to the Comprehensive Income and Expenditure Statement is the amount payable for
the year according to the loan agreement.
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Financial Assets
Financial assets are classified into two types:

e Loans and receivables — assets that have fixed or determinable payments but are not
guoted in an active market.

o Available-for-sale assets — assets that have a quoted market price and/or do not have
fixed or determinable payments.

Loans and Receivables

Loans and receivables are recognised on the Balance Sheet when the Authority becomes a
party to the contractual provisions of a financial instrument and are initially measured at fair
value. They are subsequently measured at their amortised cost. Annual credits to the
Financing and Investment Income and Expenditure line in the Comprehensive Income and
Expenditure Statement for interest receivable are based on the carrying amount of the asset
multiplied by the effective rate of interest for the instrument. For most of the loans that the
Authority has made, this means that the amount presented in the Balance Sheet is the
outstanding principal receivable (plus accrued interest) and interest credited to the
Comprehensive Income and Expenditure Statement is the amount receivable for the year in
the loan agreement.

Any gains and losses that arise on the derecognition of an asset are credited or debited to the
Financing and Investment Income and Expenditure line in the Comprehensive Income and
Expenditure Statement.

Available-for-Sale Assets

The Authority does not hold any available for sale financial assets.

ix. Government Grants and Contributions

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

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

Amounts recognised as due to the Authority are not credited to the Comprehensive Income
and Expenditure Statement until conditions attached to the grant or contribution have been
satisfied. Conditions are stipulations that specify that the future economic benefits or service
potential embodied in the asset in the form of the grant or contribution are required to be
consumed by the recipient as specified, or future economic benefits or service potential must
be returned to the transferor.

Monies advanced as grants and contributions for which conditions have not been satisfied are
carried in the Balance Sheet as creditors. When conditions are satisfied, the grant or
contribution is credited to the relevant service line (attributable revenue grants and
contributions) or Taxation and Non-specific Grant Income and Expenditure (non-ringfenced
revenue grants and all capital grants) in the Comprehensive Income and Expenditure
Statement.

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

X. Intangible Assets

Expenditure on non-monetary assets that do not have physical substance but are controlled
by the Authority as a result of past events (e.g. software licences) is capitalised when it is
expected that future economic benefits or service potential will flow from the intangible asset
to the Authority.

Internally generated assets are capitalised where it is demonstrable that the project is
technically feasible and is intended to be completed (with adequate resources being available)
and the Authority will be able to generate future economic benefits or deliver service potential
by being able to sell or use the asset. Expenditure is capitalised where it can be measured
reliably as attributable to the asset and is restricted to that incurred during the development
phase (research expenditure cannot be capitalised).

Intangible assets are measured initially at cost. Amounts are only revalued where the fair value
of the assets held by the Authority can be determined by reference to an active market. In
practice, no intangible asset held by the Authority meets this criterion, and they are therefore
carried at amortised cost. The depreciable amount of an intangible asset is amortised over its
useful life in the Comprehensive Income and Expenditure Statement over a range of 3 to 15
years.

xi. Inventories and Long-term Contracts

Inventories are included in the Balance Sheet at the lower of cost and net realisable value.
The cost of inventories is assigned using the First in, First Out (FIFO) costing formula.

Long-term contracts are accounted for on the basis of charging the Surplus or Deficit on the
Provision of Services with the value of works and services received under the contract during
the financial year.

Xii. Leases

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

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

Arrangements that do not have the legal status of a lease but convey a right to use an asset
in return for payment are accounted for under this policy where fulfiiment of the arrangement
is dependent on the use of specific assets.

The Authority as Lessee
Finance Leases

Property, plant and equipment held under finance leases is recognised on the Balance Sheet

at the commencement of the lease at its fair value measured at the lease’s inception (or the

present value of the minimum lease payments, if lower). The asset recognised is matched by

a liability for the obligation to pay the lessor. Initial direct costs of the Authority are added to

the carrying amount of the asset. Premiums paid on entry into a lease are applied to writing
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down the lease liability. Contingent rents are charged as expenses in the periods in which they
are incurred. Lease payments are apportioned between:

e a charge for the acquisition of the interest in the property, plant or equipment — applied to
write down the lease liability, and

¢ a finance charge (debited to the Financing and Investment Income and Expenditure line
in the Comprehensive Income and Expenditure Statement).

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

Operating Leases

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

xiii.  Overheads and Support Services

The costs of overheads and support services are charged to service segments in accordance
with the Authority’s arrangements for accountability and financial performance.

xiv.  Property, Plant and Equipment

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

- Recognition

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

- Measurement
Assets are initially measured at cost, comprising:

o the purchase price,
e any costs attributable to bringing the asset to the location and condition necessary for it to
be capable of operating in the manner intended by management

The Authority does not capitalise borrowing costs incurred whilst assets are under
construction. The cost of assets acquired other than by purchase is deemed to be its fair value,
unless the acquisition does not have commercial substance (i.e. it will not lead to a variation
in the cash flows of the Authority). In the latter case, where an asset is acquired via an
exchange, the cost of the acquisition is the carrying amount of the asset given up by the
Authority.
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Donated assets are measured initially at fair value. The difference between fair value and any
consideration paid is credited to the Taxation and Non-specific Grant Income and Expenditure
line of the Comprehensive Income and Expenditure Statement, unless the donation has been
made conditionally. Until conditions are satisfied, the gain is held in the Donated Assets
Account. Where gains are credited to the Comprehensive Income and Expenditure Statement,
they are reversed out of the General Fund Balance to the Capital Adjustment Account in the
Movement in Reserves Statement.

Assets are then carried in the Balance Sheet using the following measurement bases:

e infrastructure — depreciated historical cost
assets under construction — historical cost

e Authority offices — current value, determined as the amount that would be paid for the
asset in its existing use (existing use value — EUV)

e surplus assets — the current value measurement base is fair value, estimated at highest
and best use from a market participant’s perspective

e all other assets — current value, determined as the amount that would be paid for the asset
in its existing use (existing use value — EUV).

Where there is no market-based evidence of current value because of the specialist nature of
an asset, depreciated replacement cost (DRC) is used as an estimate of current value.

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

Assets included in the Balance Sheet at current value are revalued sufficiently regularly to
ensure that their carrying amount is not materially different from their current value at the year-
end, but as a minimum every five years. Increases in valuations are matched by credits to the
Revaluation Reserve to recognise unrealised gains.

Where decreases in value are identified, they are accounted for by:

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

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

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

- Impairment

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

Where impairment losses are identified, they are accounted for by:

o where there is a balance of revaluation gains for the asset in the Revaluation Reserve, the

carrying amount of the asset is written down against that balance (up to the amount of the
accumulated gains).
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e where there is no balance in the Revaluation Reserve or an insufficient balance, the
carrying amount of the asset is written down against the relevant service line in the
Comprehensive Income and Expenditure Statement.

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

- Depreciation

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

Deprecation is calculated on the following bases:

¢ dwellings and other buildings — straight-line allocation over the useful life of the property
as estimated by the valuer (10-80 years)

o vehicles, plant, furniture and equipment — straight-line allocation (3-15 years)

e infrastructure — straight-line allocation (5-40 years)

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

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

- Disposals and Non-Current Assets Held for Sale

When it becomes probable that the carrying amount of an asset will be recovered principally
through a sale transaction rather than through its continuing use, it is reclassified as an asset
held for sale. The asset is revalued immediately before reclassification and then carried at the
lower of this amount and fair value less costs to sell. Where there is a subsequent decrease
to fair value less costs to sell, the loss is posted to the Other Operating Expenditure line in the
Comprehensive Income and Expenditure Statement. Gains in fair value are recognised only
up to the amount of any losses previously recognised in the Surplus or Deficit on Provision of
Services. Depreciation is not charged on assets held for sale.

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

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

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

xv. Provisions, Contingent Liabilities and Contingent Assets
- Provisions

Provisions are made where an event has taken place that gives the Authority a legal or
constructive obligation that probably requires settlement by a transfer of economic benefits or
service potential, and a reliable estimate can be made of the amount of the obligation.
Provisions are charged as an expense to the appropriate service line in the Comprehensive
Income and Expenditure Statement when the Authority has an obligation, and are measured
at the best estimate at the balance sheet date of the expenditure required to settle the
obligation, taking into account relevant risks and uncertainties.

When payments are eventually made, they are charged to the provision carried in the Balance
Sheet. Estimated settlements are reviewed at the end of each financial year — where it
becomes less than probable that a transfer of economic benefits will now be required (or a
lower settlement than anticipated is made), the provision is reversed and credited back to the
relevant service. Where some or all of the payment required to settle a provision is expected
to be recovered from another party (e.g. from an insurance claim), this is only recognised as
income for the relevant service if it is virtually certain that reimbursement will be received if the
Authority settles the obligation.

- Contingent Liabilities

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

Contingent liabilities are not recognised in the Balance Sheet but disclosed in a note to the
accounts.

- Contingent Assets

A contingent asset arises where an event has taken place that gives the Authority a possible
asset whose existence will only be confirmed by the occurrence or otherwise of uncertain
future events not wholly within the control of the Authority.

Contingent assets are not recognised in the Balance Sheet but disclosed in a note to the
accounts where it is probable that there will be an inflow of economic benefits or service
potential.

XVi. Reserves

The Authority sets aside specific amounts as reserves for future policy purposes or to cover
contingencies. Reserves are created by transferring amounts out of the General Fund
Balance. These reserves are explained in the relevant notes to the Balance Sheet.
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Certain reserves are kept to manage the accounting processes for non-current assets,
financial instruments, local taxation, retirement and employee benefits and do not represent
usable resources for the Authority.

xvii.  Value Added Tax (VAT)

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

Note 2 - Accounting Standards Issued, Not Adopted

Authorities are required to disclose information relating to the probable impact of an
accounting change that will be required by a new standard that has been issued but not yet
adopted by the Code of Practice. The accounting changes introduced in the 2017/18 Code
relate to an amendment to the reporting of pension fund scheme transaction costs, and an
amendment to the reporting of investment concentration. Neither of these are expected to
have a material impact on the Authority and will not require a restatement of this year's
financial statements in 2017/18.

Note 3 - Critical Judgements in Applying Accounting Policies

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

e There is a high degree of uncertainty about future levels of funding for local government.
However, the Authority has determined that this uncertainty is not yet sufficient to provide
an indication that the assets of the Authority might be impaired as a result of the need to
reduce levels of service provision.

Note 4 - Assumptions Made about the Future and Other Major
Sources of Estimation Uncertainty

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

Property, Plant and Equipment — Non-current Assets are depreciated over useful lives that
are dependent on assumptions about the level of repairs and maintenance that will be incurred
in relation to individual assets. The current economic climate makes it uncertain that the
Authority will be able to sustain its current spending on repairs and maintenance, bringing into
doubt the useful lives assigned to assets. If the useful life of the asset is reduced depreciation
increases and the carrying amount of the asset falls.
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Pensions liability - Estimation of the net liability to pay pensions depends on a number of
complex judgements relating to the discount rate used, the rate at which salaries are projected
to increase, changes in retirement ages, mortality rates and, for the Local government pension
scheme, the expected returns on pension fund assets. Consulting Actuaries are engaged to
provide the Authority with expert advice about the assumptions to be applied. Please refer to
Note 30 for Pension liability sensitivity analysis.

Note 5 - Events After the Balance Sheet Date

The Statement of Accounts was authorised for issue by the Chief Financial Officer as per date
noted on page 8. Events taking place after this date are not reflected in the financial
statements or notes. Where events taking place before this date provided information about
conditions existing at 31 March 2017, the figures in the financial statements and notes have
been adjusted in all material respects to reflect the impact of this information.

There have been no material events after the Balance Sheet date.
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Note 6 - Note to the Expenditure and Funding Analysis

2016/17
Net Capital Net Pensions Other Total
Statutory Statutory Differences Adjustments
Adjustments Adjustments
£000 £000 £000 £000
Provision of Fire Services 3,216 (3,904) 3 (685)
Net Cost of Services 3,216 (3,904) 3 (685)
Other Income and (2,980) 13,809 0 10,829
Expenditure
Difference between the 236 9,905 3 10,144
Statutory Charge and the
Surplus or Deficit in the
Comprehensive Income
and Expenditure
Statement
2015/16
Net Capital Net Pensions Other Total
Statutory Statutory Differences Adjustments
Adjustments Adjustments
£000 £000 £000 £000
Provision of Fire Services 4.694 (2,729) 69 2034
Net Cost of Services 4694 (2,729) 69 2034
Other Income and
Expenditure (2,245) 14,878 0 12,633
Difference between the 2,449 12,149 69 14,667

Statutory Charge and
the Surplus or Deficit in
the Comprehensive
Income and Expenditure
Statement

Net Capital Statutory Adjustments — this column adds in depreciation and impairment and
revaluation gains and losses in the services line, and for:

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

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

e Taxation and non-specific grant income and expenditure — capital grants are adjusted for
income not chargeable under generally accepted accounting practices. Revenue grants
are adjusted from those receivable in the year to those receivable without conditions or for
which conditions were satisfied throughout the year. The Taxation and Non-Specific Grant
Income and Expenditure line is credited with capital grants receivable in the year without
conditions or for which conditions were satisfied in the year.
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Net Pensions Statutory Adjustments - Net change for the removal of pension contributions
and the addition of IAS 19 Employee Benefits pension related expenditure and income:

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

For Financing and investment income and expenditure — the net interest on the defined
benefit liability is charged to the CIES.

Other Differences between amounts debited/credited to the Comprehensive Income and
Expenditure Statement and amounts payable/receivable to be recognised under statute:

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

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

Note 7 - Expenditure and Income Analysed by Nature

2015/16 2016/17
£000 £000
Expenditure
38,546 | Employee Costs 36,679
10,861 | Other Operating Costs 11,081
7,370 | Support Services 8,125
4,694 | Depreciation, Amortisation, Impairment & Revaluation 3,218
950 | Interest Paid 548
12 | Gain or loss on disposal of assets 1
62,433 | Total Expenditure 59,652
Income
(1,416) | Fees, Charges, & Other Service Income (1,607)
(27) | Interest & Investment Income (35)
(43,769) | Levies from Unitary Authorities (44,205)
(2,828) | Government Grants, Contributions & Donations (3,240)
(48,040) | Total Income (49,087)
14,393 | (Surplus) or Deficit on Provision of Services 10,565
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Note 8 - Adjustments between Accounting Basis and Funding
Basis under Regulations

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

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

Capital Receipts Reserve — holds the proceeds from the disposal of land and other non-
current assets, which are restricted by statute from being used other than to fund new
capital expenditure or to be set aside to finance historical capital expenditure. The balance
on the reserve shows the resources that have yet to be applied for these purposes at the
the year end.
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2015/16 2016/17
Adjustments
General between General
Fund & Accounting Basis Fund &
Earmarked Capital Usable Unusable | and Funding Basis | Earmarked Capital Usable Unusable
Reserves Receipts Reserves Reserves | nder Regulations Reserves  Receipts Reserves Reserves
£000s £000s £000s £000s £000s £000s £000s £000s
(3,407) 0 (3,407) 3,407 | Depreciation (2,691) 0 (2,691) 2,691
Impairment & Non-
(21) 0 (21) 21 | enhancing (225) 0 (225) 225
(1,243) 0 (1,243) 1,243 | Revaluation Loss /Gain (274) 0 (274) 274
(21) 0 (21) 21 | Intangible Amortisation 27) 0 (27) 27
Disposal of non-current
(12) (12) (23) 23 | assets Q) (35) (36) 36
3) 0 ) 3 | Miscellaneous 1 0 1 (1)
Capital Expenditure
Funded Earmarked
0 0 0 0 | Reserves CERA 782 0 782 (782)
Capital Expenditure
0 0 0 0 | Funded Donations 52 0 52 (52)
Capital Expenditure
160 0 160 (160) | Funded Grants 0 0 0 0
Capital Expenditure
0 590 590 (590) | Funded Receipts 0 35 35 (35)
0 0 0 0 | Capital Receipts 0 0 0 0
2,097 0 2,097 (2,097) | Financing Capital MRP 2,147 0 2,147 (2,147)
(2,450) 579 (1,871) 1,871 (236) 0 (236) 236
Reversal of retirements
(27,238) 0 (27,238) 27,238 | benefits in CIES (24,542) 0 (24,542) 24,542
Employer's Pension
Contributions &
payments to
15,090 0 15,090 (15,090) | pensioners 14,637 0 14,637 (14,637)
(12,148) 0 (12,148) 12,148 (9,905) 0 (9,905) 9,905
Movement in
Accumulated Absence
(69) 0 (69) 69 | accrual 3) 0 3) 3
Adjustments between
accounting basis &
(14,667) 579 (14,088) 14,088 | funding basis under (10,144) 0 (10,144) 10,144

regulation
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Note 9 — Usable Reserves

Balance at Transfers Transfers| Balance at| *Prior Transfers Transfers Appropr- **Inter- | Balance at
1 April In Out| 31 March Year In Out ationto Reserve 31 March
2015 2015/16  2015/16 2016| Adjust 2016/17 2016/17  Capital Transfer 2017
£000 £000 £000 £000 £000 £000 £000 £000 £000 £000
General Fund Balance 0 0 0 0 0 (361) 0 0 0 (361)
Earmarked Reserves:
Invest to Save Fund (1,605) 0 357 (1,248) 0 (217) 217 168 (84) (1,164)
Minumum Revenue Provision 0 0 0 0 (648) 0 0 0 0 (648)
Capital Fund 0 0 0 0 0 0 0 0 (2,000) (2,000)
Major Incidents (323) 77) 0 (400) 0 0 0 0 0 (400)
Fundraising & Miscellaneous Ring-Fenced (192) (407) 11 (588) 0 0 0 0 166 (422)
Levy Equalisation Reserve (1,000) 0 170 (830) 0 0 0 0 (170) (1,000)
Software and Communication (998) (938) 272 (1,664) 0 0 0 114 50 (1,500)
Risk Management (1,150) (36) 336 (850) 0 0 0 0 350 (500)
Managing Change - Employees and (1,673) (700) 412 (1,961) 0 0 0 0 (39) (2,000)
Pensions
Sustainability and Environemnt Projects (42) Q) 0 (42) 0 0 0 0 42 0
Consultancy and Process Change Projects (203) 0 0 (203) 0 0 0 0 203 0
Operational Training (130) 0 0 (130) 0 0 0 0 130 0
Vehicle, Plant and Equipment Replacement (335) (72) 55 (352) 0 0 0 0 352 0
Managing Change - Buildings and (844) (81) 425 (500) 0 0 0 500 0 0
Adaptions
Earmarked Reserves (8,494) (2,312) 2,038 (8,768) (648) (217) 217 782 0 (8,634)
Capital Receipts (579) (12) 590 0 0 (35) 35 0 0 0

* Prior Year Adjustment relates to a reversal from Unusable Reserve Capital Adjustment Account for Minimum Revenue Provision (MRP) over-

charged to revenue.

** At the 31 March 2017 each Earmarked Reserve was reviewed for purpose and adequacy, and the number of Earmarked Reserves held by

the by the Authority has been rationalised.
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An overview of the purpose of the Usable Reserves held by the Authority is detailed in the

following table:

Name Purpose
General Fund Non-Earmarked Reserve maintained to cushion the impact of
Balance emergencies, to offset the impact of unforeseen events.

Levy Equalisation

Used to "smooth" the changes in the levy charged each year to
the constituent Unitary Authorities.

Invest to Save

Maintained to provide resources to allow the Authority to invest in
the transformation of its services and to realise future cost
reductions/efficiencies.

Capital Fund

Maintained to provide additional resources for the capital
programme, providing flexibility to the financing of capital
investment.

Major Incidents

Funding set aside for one-off incidents outside routine service
delivery activity. Replenished through base budget in future
years to maintain the level required to manage major incidents.

Fundraising &
Miscellaneous
Ring-fenced

Surpluses generated by various schemes e.g. car salary sacrifice
scheme and money raising events to be used for specific
purposes.

Software &
Communication

Maintained to provide resources to fund one-off ICT infrastructure
investment, and future emergency services network.

Risk Management

Maintained to the meet the Authority's exposure to claims under
its insurance arrangements; to provide flexibility to meet the
volatility of the insurance market and to provide resources to take
any measures to improve the Authority's risk exposure position.

Minimum Revenue
Provision

Welsh Government are currently reviewing MRP guidance and it
is deemed prudent to set up an Earmarked Reserve to protect
the Authority from the impact of potential changes to guidance.

Capital Receipts

Holds proceeeds from the sale of assets and are available to
finance capital expenditure in future years.
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Note 10 - Financing and Investment Income and Expenditure

2015/16 2016/17
£000 £000
950 Interest payable and similar charges* 548
14,878 Net interest on the net defined benefit liability (asset) 13,809
(27) Interest receivable and similar income (35)
15,801 Total 14,322

*2016/17 Includes interest credit £331k relating to renegotiation of Finance Leases for break
clauses.

Note 11 - Taxation and Non-Specific Grant Income

2015/16 2016/17
£000 £000
(43,769) Levies from constituent authorities (44,205)
(160) Capital grants and contributions (52)
(43,929) Total (44,257)
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Note 12 - Property, Plant and Equipment

Vehicles, Total
Land Plant, Property,
and Furniture & Infrastructure Assets Under Plant and
Movements to 31 March 2017 Buildings Equipment Assets Construction Equipment
£000 £000 £000 £000 £000
Cost or Valuation
At 31 March 2016 50,757 27,792 317 1,122 79,988
Prior Year Adjustments * 0 (6,905) 0 0 (6,905)
at 1 April 2016 50,757 20,887 317 1,122 73,083
Additions 1,289 2,426 0 0 3,715
Impairments (225) 0 0 0 (225)
Revaluation increases/(decreases) (274) 0 0 0 (274)
Derecognition — disposals 0 (680) 0 0 (680)
Reclassifications and transfer 1,122 0 0 (1,122) 0
at 31 March 2017 52,669 22,633 317 0 75,619
Accumulated Depreciation and
Impairment
at 31 March 2016 (1,169) (19,782) (84) 0 (21,035)
Prior Year Adjustments * 0 6,843 0 0 6,843
at 1 April 2016 (1,169) (12,939) (84) 0 (14,192)
Depreciation written out to the (1,181) (1,502) (8) 0 (2,691)
Surplus/Deficit on the Provision of
Services
Derecognition — disposals 0 670 0 0 670
at 31 March 2017 (2,350) (13,771) (92) 0 (16,213)
Net Book Value
at 31 March 2016 49,588 8,010 233 1,122 58,953
At 1 April 2016 49,588 7,948 233 1,122 58,891
at 31 March 2017 50,319 8,862 225 0 59,406

* A review of the asset register identified non-current assets which are no longer in
existence due to disposal or scrappage These assets have removed from the asset register

resulting in an adjustment to the opening Net Book Value of £62k
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Vehicles, Total
Land Plant, Property,
and Furniture & Infrastructure Assets Under Plant and
Movements to 31 March 2016 Buildings Equipment Assets Construction Equipment
£000 £000 £000 £000 £000
Cost or Valuation
at 1 April 2015 60,294 29,033 317 130 89,774
Additions 486 1,971 0 992 3,449
Impairments (22) 0 0 0 (22)
Revaluation increases/(decreases) (10,002) 0 0 0 (10,002)
Derecognition — other 0 (3,212) 0 0 (3,212)
at 31 March 2016 50,757 27,792 317 1,122 79,988
Accumulated Depreciation and
Impairment
at 1 April 2015 (4,272) (20,739) (76) 0 (25,087)
Depreciation charge (1,167) (2,232) (8) 0 (3,407)
Depreciation written out re 4,270 0 0 0 4,270
Revaluations
Derecognition — disposals 0 3,189 0 0 3,189
at 31 March 2016 (1,169) (19,782) (84) 0 (21,035)
Net Book Value
at 31 March 2016 49,588 8,010 233 1,122 58,953
at 31 March 2015 56,022 8,294 241 130 64,687

Depreciation

The following useful lives and depreciation rates have been used in the calculation of

depreciation:

Capital Commitments

At 31 March 2017, the Authority had the following major commitment:

Land and Buildings — 10-80 years
Vehicles, Plant, Furniture and Equipment — 3-15 years
Infrastructure — 5-40 years

Intangible assets — 3-15 years

o £373k - Multi-function Personal Protective Equipment
£117k — Operational Vehicles

Revaluations

The Authority revalues its Land and Buildings at least once every five years, the last valuation
being carried out as at 1 April 2015.

Only one property was revalued in 2016/17, the newly constructed Aberystwyth Fire Station.
The revaluation was carried out by a member of the Royal Institution of Chartered Surveyors
employed by Carmarthenshire County Council. The revaluation was carried out in accordance
with the methodologies and bases for estimation set out in the professional standards of the
Royal Institution of Chartered Surveyors.
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Non-operational Property, Plant and Equipment (Surplus Assets)

The Authority does not have material surplus assets.

Note 13 - Intangible Assets

The Authority accounts for its software as intangible assets, to the extent that the software is
not an integral part of a particular IT system and accounted for as part of the hardware item
of property, plant and equipment. The intangible assets include both purchased licenses and
internally generated software.

All software is given a finite useful life, based on assessments of the period that the software
is expected to be of use to the Authority. The useful lives assigned to the major software suites

used by the Authority is 10 years.

The movement on Intangible Asset balances during the year is as follows:

2015/16 2016/17
£000s £000s
Gross Book Value
270  Opening Balance at 1 April 304
34  Additions 282
0 Derecognition (42)
304 Closing Bal at 31 March 545
Accumulated Amortisation
(77) At 1 April (98)
(21)  Amortisation (27)
0 Derecognition 12
(98) Closing Bal at 31 March (113)
Net Book Value
193  Opening Balance at 1 April 206
206  Closing Balance 31 March 432
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Note 14 - Financial Instruments

The following categories of Financial Instruments are carried in the Balance Sheet:

Long-term Long-term Current Current
31 March 31 March 31 March 31 March
2016 2017 2016 2017
£000 £000 £000 £000
Total investments 0 0 0 0
Total Debtors 298 308 7,176 5,685
Borrowings
Financial liabilities at amortised (16,770) (16,529) (4,280) (382)
cost
Accrued Interest 0 0 (69) (53)
Total Borrowings (16,770) (16,529) (4,349) (435)
Total Finance Lease liabilities (5,787) (4,819) (998) (784)
Creditors:
Financial liabilities carried at (4,785) (4,066)
contract amount
Income, Expense, Gains and Losses
2015/16 2016/17
Financial
Liabilities Financial Financial Financial
measured at Assets: Liabilities Assets:
amortised Loans and measured at Loans and
cost receivables amortised cost receivables
£000 £000 £000 £000
Interest expense 950 0 548 0
Total expense in Surplus 950 0 548 0
or Deficit on the Provision
of Services
Interest income 0 27) 0 (35)
Total income in Surplus or (27) 0 (35)
Deficit on the Provision of
Services
Net (gain)/loss for the year 950 (27) 548 (35)
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Financial Instruments - Fair Value

Financial liabilities and financial assets represented by loans and receivables are carried on
the Balance Sheet at amortised cost (in long-term assets/liabilities with accrued interest in
current assets/liabilities). Their fair value can be assessed by calculating the present value of
the cash flows that take place over the remaining life of the instruments, using the following
assumptions:

e For loans from the Public Works Loans Board (PWLB) and other loans payable,
borrowing from the PWLB have been applied to provide the fair value under PWLB
debt redemption procedures;

No early repayment or impairment is recognised;

¢ Where an instrument has a maturity of less than 12 months or is a trade or other
receivable the fair value is taken to be the carrying amount or the billed amount;

e The fair value of trade and other receivables is taken to be the invoiced or billed
amount.

The fair values calculated are as follows:

31 March 2016 31 March 2017
Carrying Fair Carrying
Amount Value Amount Fair Value
£000 £000 £000 £000
Long Term Creditors - PWLB 20,746 25,371 16,466 22,333
Non-PWLB Debt 304 n/a 445 n/a
Total 21,050 25,371 16,911 22,333

The fair value is greater than the carrying amount because early repayment of PWLB debt will
incur an early repayment premium, the fair value takes account of the early repayment
premium. Loans are at level 2 in the Fair Value Hierarchy, that is they are valued at prices that
are observable either directly or indirectly.

Note 15 - Debtors

31 March 2016 Short Term Debtors 31 March 2017
£000 £000

6,928 Central Government Bodies 4571

174 Other Local Authorities 415

21 NHS Bodies 164

105 Other Entities and Individuals 482

36 Payments in Advance 449

(88) Provision for Irrecoverable debts (396)

7,176 Total Debtors 5,685
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31 March 2016 Long Term Debtors

31 March 2017

£000 £000
98 Other Local Authorities 98
200 Other Entities and Individuals 210
298 Total Debtors 308

Note 16 - Cash and Cash Equivalents

31 March 2016

31 March 2017

£000 £000
10,342 Cash and Bank balances 4,421
0 Bank Overdraft 0
10,342 Total Cash and Cash Equivalents 4,421

Note 17 — Creditors

31 March 2016

31 March 2017

£000 £000

(1,399) Central Government Bodies (1,018)

(750) Other Local Authorities (983)

(2,636) Other Entities and Individuals (2,060)

0 Receipts in Advance (5)

(4,785) Total Creditors (4,066)

Note 18 - Unusable Reserves

31 March Prior Period 31 March
2016 Adjust 1 April 2016 2017
£000 £000 £000 £000
(16,078) 0 (16,078) Revaluation Reserve (15,685)
(20,608) 710 (19,898) Capital Adjustment Account (20,054)
391,976 0 391,976 Pension Reserve 474,770
648 0 648 Accumulated Absences Account 651
355,938 710 356,648 Total 439,682
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Revaluation Reserve

The Revaluation Reserve contains the gains made by the Authority arising from increases in
the value of its property, plant and equipment and intangible assets.

The balance is reduced when assets with accumulated gains are:

e revalued downwards or impaired and the gains are lost

e used in the provision of services and the gains are consumed through depreciation, or

o disposed of and the gains are realised.

The Reserve contains only revaluation gains accumulated since 1 April 2007, the date that
the Reserve was created. Accumulated gains arising before that date are consolidated into
the balance on the Capital Adjustment Account.

2015/16 2016/17
£000 £000
(20,960) Balance 1 April (16,078)
(4,751) Upward revaluation of assets 0
9,240 Downward revaluation of assets and 0

impairment losses not charged to the Surplus
or Deficit on the Provision of Services
4,489 Surplus or deficit on revaluation of non- 0
current assets not charged to the Surplus
or Deficit on the Provision of Services

393 Difference between fair value depreciation 393
and historical cost depreciation
0 Accumulated gains on assets sold or 0
scrapped
393 Amount written off to the Capital 393
Adjustment Account
(16,078) Balance 31 March (15,685)

Capital Adjustment Account

The Capital Adjustment Account absorbs the timing differences arising from the different
arrangements for accounting for the consumption of non-current assets and for financing the
acquisition, construction or additions to those assets under statutory provisions. The Account
is debited with the cost of acquisition, construction or subsequent costs as depreciation,
impairment losses and amortisations are charged to the Comprehensive Income and
Expenditure Statement (with reconciling postings from the Revaluation Reserve to convert
current and fair value figures to a historical cost basis). The Account is credited with the
amounts set aside by the Authority as finance for the costs of acquisition, construction and
subsequent costs.

The Account contains accumulated gains and losses on Investment Properties and gains
recognised on donated assets that have yet to be consumed by the Authority.
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The Account also contains revaluation gains accumulated on property, plant and equipment
before 1 April 2007, the date that the Revaluation Reserve was created to hold such gains.

2015/16 2016/17

£000 £000

(22,086) Balance 31 March (20,608)
Prior Year Adjustments:

0 Minimum Revenue Provision over-charge 648

0 Net Book Value of Assets disposed / scrapped 62

(22,086) Balance 1 April (19,898)

3,428 Charges for depreciation and impairment of non-current 2,916

assets

1,243 Revaluation losses on non-current assets 274

21 Amortisation of intangible assets 27

23 Amounts of non-current assets written off on disposal or sale 36

as part of the gain/loss on disposal to the Comprehensive
Income and Expenditure Statement

3 Other 0
4,718 Reversal of Iltems relating to capital expenditure debited or 3,253
credited to the Comprehensive Income and Expenditure
Statement
(393) Adjusting Amounts written out of the Revaluation Reserve (393)
4,325 Net written out amount of the cost of non-current assets 2,860
consumed in the year
(590) Use of Capital Receipts Reserve to finance new capital (35)
expenditure
(160) Capital Grants and Contributions credited to the (52)

Comprehensive Income and Expenditure Statement that
have been applied to capital financing

(2,097) Statutory provision for the financing of capital investment (2,147)
charged against the General Fund

0 Capital Expenditure charged against the General Fund (782)

(2,847) Capital financing applied in year: (3,016)

(20,608) Balance 31 March (20,054)

Pension Reserve

The Pensions Reserve absorbs the timing differences arising from the different arrangements
for accounting for post-employment benefits and for funding benefits in accordance with
statutory provisions. The Authority accounts for post-employment benefits in the
Comprehensive Income and Expenditure Statement as the benefits are earned by employees
accruing years of service, updating the liabilities recognised to reflect inflation, changing
assumptions and investment returns on any resources set aside to meet the costs.

However, statutory arrangements require benefits earned to be financed as the Authority
makes employer’s contributions to pension funds or eventually pays any pensions for which
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it is directly responsible. The debit balance on the Pensions Reserve therefore shows a
substantial shortfall in the benefits earned by past and current employees and the resources
the Authority has set aside to meet them. The statutory arrangements will ensure that
funding will have been set aside by the time the benefits come to be paid.

2015/16 2016/17
£000 £000
452,557 Balance 1 April 391,976
(72,789) Remeasurements of the net defined benefit (liability)/asset 72,889
27,238 Reversal of items relating to retirement benefits debited or 24,542
credited to the Surplus or Deficit on the Provision of Services
in the Comprehensive Income and Expenditure Statement
(15,090) Employer's pensions contributions and direct payments to (14,637)
pensioners payable in the year
60 Other movements 0
391,976 Balance 31 March 474,770

Accumulated Absences Account

The Accumulated Absences Account absorbs the differences that would otherwise arise on
the General Fund Balance from accruing for compensated absences earned but not taken in
the year, e.g. annual leave entitlement carried forward at 31 March. Statutory arrangements
require that the impact on the General Fund Balance is neutralised by transfers to or from the

Account.

2015/16 2016/17
£000 £000
579 Balance 1 April 648
69 Amount by which officer remuneration charged to the 3

Comprehensive Income and Expenditure Statement on an

accruals basis is different from remuneration chargeable in

year in accordance with statutory requirements

648 Balance 31 March 651
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Note 19 - Cash Flow from Operating Activities

The cash flows for operating activities include the following items:

2015/16 2016/17
£000 £000
(27) Interest received (35)
909 Interest paid 565

The surplus or deficit on the provision of services has been adjusted for the following non-

cash movements:

2015/16 2016/17
£000 £000
(3,407) Depreciation (2,691)
(1,264) Impairment and downward valuations (499)
(21) Amortisation 27)
1,598 (Increase)/decrease in creditors 719
(5,199) Increase/(decrease) in debtors (1,491)
120 Increase/(decrease) in inventories 50
(12,148) Movement in pension liability (9,905)
(23) Carrying amount of non-current assets and non-current (36)

assets held for sale, sold or derecognised
(41) Other non-cash movements charged to the surplus or deficit 5

on provision of services

(20,385) Total (13,875)

The surplus or deficit on the provision of services has been adjusted for the following items
which are investing and financing activities:

2015/16 2016/17

£000 £000

11 Proceeds from the sale of property, plant and equipment, 35
investment property and intangible assets

11 Total 35
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Note 20 - Cash Flow from Investing Activities

2015/16 2016/17
£000 £000
3,483 Purchase of property, plant and equipment, investment 3,997
property and intangible assets
(11) Proceeds from the sale of property, plant and (35)
equipment, investment property and intangible assets
0 Other payments for investing activities 10
3,472 Net cash flows from investing activities 3,972
Note 21 - Cash Flow from Financing Activities
2015/16 2016/17
£000 £000
(5,804) Cash receipts of short-term and long-term borrowing (140)
(1,427) Other receipts from financing activities (236)
944 Cash payments for the reduction of outstanding 1,181
liabilities relating to finance leases
280 Repayments of short-term and long-term borrowing 4,279
(6,007) Net cash flows from financing activities 5,084
Note 22 - Members’ Allowances
The Authority paid the following amounts to elected members during the year:
2015/16 2016/17
£000 £000
62 Salaries 54
12 Expenses 10
74 Total Members' Allowances 64
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Note 23 - Officers’ Remuneration

The remuneration paid to the Authority’s senior employees is as follows:

Salary, Fees

Compensation

Note Other Expenses Pension

Ref and Payments Allowances for LOSS. of Contribution Total
Allowances Office

£ £ £ £ £ £
Chief Fire Officer 4  2016/17 129,529 0 140 0 10,749 140,418
2015/16 144,229 3,953 108 0 37,786 186,076
Deputy Chief Fire Officer 1 5 2016/17 118,001 2,107 0 0 30,091 150,199
2015/16 106,837 0 0 0 27,197 134,034
Deputy Chief Fire Officer 2 2 2016/17 0 0 0 0 0 0
2015/16 4,376 0 0 0 1,116 5,492
Temporary Deputy Chief 3 2016/17 0 0 0 0 0 0
Officer 2015/16 11,345 2,747 408 0 2,218 16,718
Assistant Chief Fire Officer 2016/17 103,976 1,197 252 0 26,514 131,939
2015/16 106,686 2,630 252 0 27,821 137,389
Assistant Chief Officer 1&6 2016/17 74,865 0 2,449 85,253 11,484 174,051
(Director of Resources) 1 2015/16 85,504 0 715 0 13,717 99,936
Temp Assistant Chief Officer 1&7 2016/17 23,428 0 350 0 3,795 27,573
(Director of Resources) 2 2015/16 13,930 1,421 213 0 2,435 17,999
Clerk 2016/17 22,281 0 514 0 3,610 26,405
2015/16 19,817 0 683 0 3,171 23,671
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Notes

1. Unlike the other Senior Officers, the Assistant Chief Officer (Director of Resources) 1

and Assistant Chief Officer (Director of Resources) 2 are required to purchase car fuel

for business mileage and then claim back expenses.

Deputy Chief Fire Officer 2 left the Authority on 15th April 2015.

Temporary Deputy Chief Officer left the post on 30th April 2015.

4. The Chief Fire Officer left the Service from 18 July 2016 to 18 August 2016 on an
employment abatement agreed by the Fire Authority.

5. Further to the Chief Fire Officer abatement, for the period 18 July to 18 August 2016
the Deputy Chief Fire Officer 1 received an honorarium for covering during this period.

6. Assistant Chief Officer (Director of Resources) 1 left the post on 31 December 2016
on a salary of £94,210.

7. Assistant Chief Officer (Director of Resources) 2 was temporarily appointed 1%
January 2017 following the departure of Assistant Chief Officer (Director of Resources)
1, on a salary of £93,710.

wn

Officer Remuneration

The Authority’s other employees receiving more than £60,000 remuneration for the
year (excluding employer’s pension contributions) were paid the following amounts:

Number of Employees
2015/16  2016/17

£60,001 to £65,000
£65,001 to £70,000
£70,001 to £75,000
£75,001 to £80,000
Total

NN O WD
DODINDN PP P

In 2016/17 the ratio of the highest paid to the median full time equivalent salary of £29,640 is
4.77:1 (in 2015/16 the median full time equivalent salary was £29,345 and the ratio was 4.91:1).

Exit Packages

Exit package cost band Number of Number of other Total number of Total cost of exit
(including special compulsory departures exit packages by packages in each
payments) redundancies agreed cost band band (£)
2015/16 2016/17 2015/16 2016/17 2015/16 2016/17 2015/16 2016/17
£0-£20,000 0 0 0 1 0 1 0 17,070
£20,001 - £40,000 0 0 1 0 1 0 38,227 0
£40,001 - £60,000 0 0 0 0 0 0 0 0
£60,001 - £80,000 0 0 0 0 0 0 0 0
£80,001 - £100,000 0 0 0 1 0 1 0 85,253
£100,001 - £150,000 0 0 0 0 0 0 0 0
£150,001 to £200,000 0 0 0 1 0 1 0 167,753
Total cost included in 0 0 1 3 1 3 38,227 270,076

CIES
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Note 24 - External Audit Costs

The following fees are payable in relation to the audit of the Statement of Accounts, statutory
inspections and other non-audit services provided by the Authority’s external auditors:

2015/16 2016/17

£000 £000

Fees payable to external auditors with regard to external
audit services carried out by the appointed auditor for the

year for:
151 Financial Audit Work 59
16 Performance Audit Work 16
0 Other Financial Audit Work 3
167 Total 78

The 2015/16 fees were based on estimates in the previous year and have been restated to
reflect actual fees incurred. The figures for 2016/17 fees are estimated.

Note 25 - Grant Income

Grant Income Credited to Taxation and non-specific Grant Income and
Expenditure

2015/16 2016/17
£000 £000
(160) Capital Grants and Donations (52)
(160) Total (52)

Credited to Services

2015/16 2016/17
£000 £000
(1,169) Community Risk Reduction (1,369)
(784) New Dimensions and USAR Funding (749)
(592) Fire Link (592)
(35) JIGSO 0
(58) Joint emergency Services Group 0
(30) Other (478)
(2,668) Total (3,188)

The Authority has received the following grants and donations that have yet to be recognised
as income as they have conditions attached to them that will require the monies or property
to be returned to the giver if the conditions are not satisfied. The balances at the year-end are
as follows:
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Current Liabilities Capital Receipts in Advance

2015/16 2016/17
£000 £000

0 Water Rescue Grant (236)

0 Donations (20)

0 Total (246)

Note 26 - Related Parties

The Authority is required to disclose material transactions with related parties - bodies or
individuals that have the potential to control or influence the Authority or to be controlled or
influenced by the Authority. Disclosure of these transactions allows readers to assess the
extent to which the Authority might have been constrained in its ability to bargain freely with
the Related Party.

Welsh Government

Welsh Government has significant influence over the general operations of the Authority - it is
responsible for providing the statutory framework within which the Authority operates and
provides some funding in the form of grants. The grants received from government
departments are set out in note 25.

Members
Members of the Fire and Rescue Authority have direct control over the Authority's financial
and operating policies. The total of members' allowances paid in 2016/17 is shown in note 22.

Officers
No Officer declared a pecuniary interest in accordance with section 117 of the Local
Government Act 1972.

Other Public Bodies

The Authority receives the majority of its revenue funding by charging a levy, based on
population, to the six Unitary County Authorities in its area. Details of the amounts received
by way of levy are shown within the narrative of the Statement of Accounts.

The Authority is the Administering Authority for the Firefighter Pension Fund. Details of the
Firefighter Pension Fund are shown in note 30 and the Firefighter Pension accounts are on
pages 64 to 66.

Entities Influenced by the Authority

Rescue 365 is a Community Interest Company Limited by Guarantee set up to provide
prevention, protection and response services to the community in Mid and West Wales.
Surpluses generated from the company's activities will be applied to provide prevention,
protection and response services to our communities. These prevention, protection and
response services aim to complement the statutory and non-statutory prevention, protection
and response services by Mid & West Wales Fire & Rescue Authority. The company directors
have the ability to apply some or all of the surpluses in furtherance of Rescue 365's objectives
and community purpose. As the community purpose is aligned with that of the Authority, the
directors may pass some or all of the surpluses to the Authority.
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A decision on how to use any surpluses would be a matter for the board of Rescue 365, who
would need to act in the best interests of Rescue 365 with a view to furthering its community
purpose. The Rescue 365 board included:

a Councillor and member of the Authority;

the Authority's Deputy Chief Fire Officer;

the Authority's Assistant Chief Fire Officer; and
the Authority's Area Manager,

all of whom are likely to consider making grants of surpluses to the Authority or to Authority
identified projects as being an effective way of furthering Rescue 365's community purpose
and the intention at the outset was that surpluses would be applied to support services
provided by the Authority.

In total the Authority has advanced £260k to Rescue 365 of which £209k is outstanding as at
31 March 2017 (£200k as at 31 March 2016). This figure has increased during the year as the
loan agreement provided for a 5-year term with no repayments within the first year and interest
of £20k was accrued during this period. Repayments commenced in January 2017.

In addition to the loan the Authority seconded staff and rented accommodation to Rescue 365
which was charged and the balance due at 31 March 2017 was £252k.

The total debtor in the Statement of Accounts for Rescue 365 is therefore £461k, effectively
representing set-up costs. A review of the Accounts for Rescue 365 identified losses in the
early years of trading, as a result of this the recoverability of the debt has been considered
and it has been considered prudent to make a provision for bad debt of £356k. This has been
charged in year to the net cost of services.

The Authority is working with Rescue 365 to determine the long-term viability of the company
and is considering restructuring options and operating models.
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Note 27 - Capital Expenditure and Capital Financing

The total amount of capital expenditure incurred in the year is shown in the table below,
together with the resources that have been used to finance it. Where capital expenditure is to
be financed in future years by charges to revenue as assets are used by the Authority, the
expenditure results in an increase in the Capital Financing Requirement (CFR), a measure of
the capital expenditure incurred historically by the Authority that has yet to be financed. The
CFR is analysed in the second part of this note.

2015/16 2016/17
£000 £000
21,831 Opening Capital Financing Requirement 22,467
Prior Year Adjustments 648
Adjusted Opening CFR 21,819
Capital Investment:
3,449 Property Plant and Equipment 3,715
34 Intangible Assets 282
3,483 Total Capital Spending 3,997
Sources of Finance:
(590) Capital receipts (35)
(160) Government Grants and other (52)

contributions/donations
Sums set aside from revenue:

0 Direct Revenue Contributions (782)
Minimum revenue provision:

(259) Option 1 — expenditure pre 31 March 2009 (248)
(766) Option 3 — expenditure post 1 April 2009 (711)
(1,072) Finance Leases (1,188)
(2,847) Total Sources of Finance (3,016)
22,467 Closing Capital Financing Requirement 22,800
Explanation of movements in year
2015/16 2016/17
£000 £000
636 Increase in underlying need to borrow 981
(unsupported by government financial assistance)
636 Increase/(decrease) in Capital Financing 981

Requirement
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Note 28 - Leases
Authority as Lessee - Finance Leases

The Authority has acquired a number of vehicles under finance leases.

The assets acquired under these leases are carried as Property, Plant and Equipment in
the Balance Sheet at the following net amounts:

31 March 31 March
2016 2017
£000 £000

0 Other Land and Buildings 0
6,156 Vehicles, Plant, Furniture, Equipment and Other 5,207
6,156 Total 5,207

The Authority is committed to making minimum payments under these leases comprising
settlement of the long-term liability for the interest in the vehicle acquired by the Authority
and finance costs that will be payable by the Authority in future years while the liability
remains outstanding. The minimum lease payments are made up of the following amounts:

31 March 31 March
2016 Finance lease liabilities (net present value of 2017
£000  minimum lease payments): £000

998 - current 784
5,787 - non-current 4,819
1,220 Finance costs payable in future years 967
8,005 Minimum lease payments 6,570

The minimum lease payments will be payable over the following periods:

Minimum Lease Payments

Finance Lease Liabilities

31 March 31 March 31 March 31 March
2016 2017 2016 2017
£'000 £'000 £'000 £'000
1,241 978 Not later than one year 998 784
3,474 2,795  Later than one year and not 2,868 2,300

later than five years
3,290 2,797  Later than five years 2,919 2,519
8,005 6,570  Total 6,785 5,603
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Authority as Lessee - Operating Leases

The Authority has acquired a number of light vehicles by entering into operating leases,
with typical lives of 5 to 7 years.

The future minimum lease payments due under non-cancellable operating leases in future
years are:

31 March 31 March
2016 2017
£000 £000

639 Not later than one year 609
1,800 Later than one year and not later than five years 1,191
0 Later than five years 0
2,439 Total 1,800

Note 29 - Termination Benefits

The Authority terminated the contract of three employees through voluntary retirement /
redundancy in 2016/17 incurring liabilities of £270k (£38k in 2015/16), see note 23 for the
number of exit packages and total cost per band. This included two Control staff who took
voluntary redundancy and the Director of Resources who left on early retirement.
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Note 30 - Defined Benefit Pension Scheme
Participation in Pension Schemes

As part of the terms and conditions of employment of its officers, the Authority makes
contributions towards the cost of post-employment benefits. Although these benefits will not
actually be payable until employees retire, the Authority has a commitment to make the
payments (for those benefits) and to disclose them at the time that the employees earn their
future entitlement.

The Local Government Pension Scheme (LGPS) pension scheme is operated under the
regulatory framework for the Local Government Pension Scheme and the governance of the
scheme is the responsibility of Dyfed Pension Fund, Carmarthenshire County Council. Policy
is determined in accordance with the Pensions Fund Regulations. The investment managers
of the fund are appointed by the pensions committee of Carmarthenshire County Council. The
principal risks to the authority of the scheme are the longevity assumptions, statutory changes
to the scheme, structural changes to the scheme (i.e. large-scale withdrawals from the
scheme), changes to inflation, bond yields and the performance of the equity investments held
by the scheme. These are mitigated to a certain extent by the statutory requirements to charge
to the General Fund and the amounts required by statute as described in the accounting
policies note. We recognise the cost of retirement benefits in the reported cost of services
when they are earned by employees, rather than when the benefits are eventually paid as
pensions.

However, the charge we are required to make against levy is based on the cash payable in
the year, so the real cost of post-employment/retirement benefits is reversed out of the
General Fund via the Movement in Reserves Statement. The following transactions have been
made in the Comprehensive Income and Expenditure Statement and the General Fund
Balance via the Movement in Reserves Statement during the year.

Discretionary post-retirement benefits on early retirement are an unfunded defined benefit
arrangement, under which liabilities are recognised when awards are made. There are no plan
assets built up to meet these pension liabilities.

The Firefighters Pension Scheme (FPS) is an unfunded defined benefit scheme meaning that
no investments are held to fund the liabilities. Contributions, at a rate set by the Welsh
Government, made by the employer and employees are held in a pension fund account,
benefits paid are charged to the account with any balance on the account being received from,
or paid to, the Welsh Government.
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2015/16 General Fund Transactions 2016/17
Firefighter Firefighter
Pension Comprehensive Income and Expenditure Pension
LGPS Scheme Statement - Cost of Services LGPS Scheme
£000 £000 £000 £000
Service cost comprising:
1,182 11,150 Current service cost 1,214 8,400
0 0 Past service cost 0 310
0 0 Transfers In 0 470
0 0 (Gain)/ loss from curtailments 305 0
0 0 (Gain)/loss from settlements 0 0
28 0 Administration expenses 34 0
Financing and Investment Income and
Expenditure:
328 14,550 Net interest expense 319 13,490
1,538 25,700 Total charged to Surplus and Deficit on 1,872 22,670

Provision of Services

Other post-employment benefits charged to the Comprehensive Income and

Expenditure Statement

Re-measurement of the net defined benefit
liability comprising:

1,497 0 Return on plan assets (excluding the amount (7,803) 0
included in the net interest expense)
0 0 Actuarial gains and losses - experience (634) (3,120)
(2,936) (5,990) Actuarial gains and losses arising on (491) (9,840)
changes in demographic assumptions
0 (36,860) Actuarial gains and losses arising on 11,667 83,110
changes in financial assumptions
0 (28,500) Other movements in the liability / (asset) 0 0
(1,439) (71,350) Total charged to Other Comprehensive 2,739 70,150
Income and Expenditure Statement
99 (45,650) Total charged to the Comprehensive 4,611 92,820
Income and Expenditure Statement
Movement in Reserves Statement
(1,538) (25,700) Reversal of net charges made to the Surplus or (1,872) (22,670)
Deficit on the Provision of Services
Actual amount charged against the general
fund balance for pensions in the year:
930 Employers' contributions payable to scheme 1,147
14,160 Retirement Benefits payable to pensioners 13,490
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2015/16 2016/17

Firefighter Pensions Assets and Liabilities Firefighter

Pension Recognised in the Balance Sheet Pension

LGPS  Scheme LGPS Scheme

£000 £000 £000 £000

(45,064) (382,550) Present value of the defined (57,974) (461,880)
obligation

35,638 0 Fair value of plan assets 45,084 0

(9,426) (382,550) Net (liability) / asset arising from (12,890) (461,880)

the defined benefit obligation

2015/16 2016/17
Firefighter Movement in the Value of Scheme Firefighter
Pension Assets Pension
LGPS Scheme LGPS Scheme
£000 £000 £000 £000
35,571 0 Opening fair value of scheme assets 35,638 0
1,216 0 Interest income 1,290 0

Remeasurement gain / (loss):

(1,497) 0 - The return on plan assets, excluding 7,803 0

the amount

included in the net interest expense
930 14,160 Contributions from employer 1,147 13,490
370 0 Contributions from employees into the 372 0
scheme

(924) (14,160) Benefits / transfers paid (1,132) (13,490)
(28) 0 Administration expenses (34) 0
35,638 0 Closing value of scheme assets 45,084 0
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2015/16 2016/17
Firefighter Movements in the Fair Value of Firefighter
Pension Scheme Liabilities Pension
LGPS  Scheme LGPS  Scheme
£000 £000 £000 £000
(45,827) (442,301) Opening balance at 1 April (45,064) (382,550)
(1,183) (11,150) Current service cost (1,214) (8,400)
0 0 Transfers In 0 (470)
(1,544) (14,550) Interest cost (1,609) (13,490)
(370) 0 Contributions from scheme patrticipants (372) 0
Remeasurement gains and losses:
0 0 - Actuarial gains / (losses) - experience 634 3,120
2,936 5,990 - Actuarial gains / (losses) from changes 491 9,840
in demographic assumptions
0 36,860 - Actuarial gains / (losses) from changes (11,667) (83,110)
in financial assumptions
0 28,501 - Other 0 0
0 0 Past service cost 0 (310)
0 0 Gains/ (losses) on curtailments (305) 0
0 (60) Other Movement 0 0
924 14,160 Benefits / transfers paid 1,132 13,490
(45,064) (382,550) Balance as at 31 March (57,974) (461,880)
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LGPS - Pension Scheme - Assets comprised of:

2015/16 2016/17
Fair value of scheme
Quoted Unquoted Total assets Quoted Unquoted Total
£000 £000 £000 £000 £000 £000
Cash and cash
equivalents
0 0 0 Cash instruments 0 0 0
71 0 71  Cash accounts 271 0 271
0 78 78 Net current assets 0 90 90
71 78 149  Subtotal Cash and cash 271 90 361
equivalents
Equities
8,498 0 8,498 UK Quoted 11,091 0 11,091
0 7,388 7,388 Overseas pooled funds 0 9,828 9,828
3,774 0 3,774 US 4,328 0 4,328
135 0 135 Canada 225 0 225
1,418 0 1,418 Japan 1,488 0 1,488
0 998 998 Pacific 0 1,353 1,353
0 2,416 2,416 Emerging markets 0 3,471 3,471
13,825 10,802 24,627 Subtotal Equities 17,132 14,652 31,784
Bonds
3,403 0 3,403 UK Government indexed 4,373 0 4,373
0 3,489 3,489 Overseas Other 0 4,373 4,373
3,403 3,489 6,892 Subtotal Bonds 4,373 4,373 8,746
Property
0 0 0 UK 0 0 0
0 0 0 Overseas — quoted 0 0 0
0 0 0 Overseas 0 0 0
0 3,970 3,970 Property Funds 0 4,193 4,193
0 3,970 3,970 Subtotal Property 0 4,193 4,193
17,299 18,339 35,638 Total Assets 21,776 23,308 45,084
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Basis for Estimating Assets and Liabilities

Liabilities have been assessed on an actuarial basis using the projected unit credit method,
an estimate of the pensions that will be payable in future years dependent on assumptions
about mortality rates, salary levels, etc.

The Local Government Pension Scheme has been estimated by Mercer's an independent firm
of actuaries and the Firefighters Pension Scheme has been valued by the Government
Actuary’s Department (GAD). Estimates for the Dyfed Pension Fund (the LGPS) are based
on the latest full valuation of the scheme as at 1 April 2017.

The significant assumptions used by the actuary have been:

2015/16 LGPS 2016/17
Mortality assumptions
Longevity at retirement for current pensioners

23.4 Men 22.8
25.9 Women 255
Longevity at retirement for future pensioners
25.7 Men 25.0
28.2 Women 27.8
Other assumptions
2% Rate of inflation 2.3%
3.5% Rate of increase in salaries 3.8%
2% Rate of increase in pensions 2.3%
3.6% Rate for discounting scheme liabilities 2.6%
2015/16 Firefighter Pension Scheme 2016/17

Mortality assumptions
Longevity at retirement for current pensioners

22.3 Men 22.4
22.3 Women 224
Longevity at retirement for future pensioners
24.6 Men 24.7
24.6 Women 24.7
Other assumptions
2.2% Rate of inflation 2.4%
4.2% Rate of increase in salaries 4.4%
2.2% Rate of increase in pensions 2.4%
3.5% Rate for discounting scheme liabilities 2.7%
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The estimated weighted duration of the defined benefit obligation is 20 years for the Firefighter
Scheme and 20 years for the Local Government Pension Scheme.

The estimation of the defined benefit obligations is sensitive to the actuarial assumptions set
out in the table above. The sensitivity analyses below have been determined based on
reasonably possible changes of the assumptions occurring at the end of the reporting period
and assumes for each change that the assumption analysed changes while all the other
assumptions remain constant. The assumptions in longevity, for example, assume that life
expectancy increases or decreases for men and women. In practice, this is unlikely to occur,
and changes in some of the assumptions may be interrelated. The estimations in the
sensitivity analysis have followed the accounting policies for the scheme, i.e. on an actuarial
basis using the projected unit credit method. The methods and types of assumptions used in
preparing the sensitivity analysis below did not change from those used in the previous period.

Impact of assumptions on the obligation — LGPS

As Discount Life
Reported Rate Inflation  Pay Growth Expectancy
0.1% 0.1% 0.1% 1-year
Increase Increase Increase Increase

£000 £000 £000 £000 £000

Liabilities (57,974) (56,816) (59,154) (58,296) (59,094)

Assets 45,084 45,084 45,084 45,084 45,084

(Deficit / Surplus) (12,890) (11,732) (14,070) (13,212) (14,010)

Projected Service 1,835 1,777 1,894 1,835 1,873
Cost for Next Year

Projected Net Interest 323 305 355 332 353

Cost for Next Year

Impact of assumptions on the obligation - Firefighter Pension Scheme

Discount Retiring

As Rate on Increase in Life Increase in Earlier than

Reported Liabilities Salaries Expectancy Pensions Expected

0.5% 0.5% 1l-year 0.5% 1 Year

Decrease Increase Increase Increase Earlier

£000 £000 £000 £000 £000 £000

FFPS (461,880) (504,480) (467,180) (474,580) (501,780) (462,180)

Impact on the Authority's Cash Flows

We recognise the cost of retirement benefits in the reported cost of services when they are
earned by employees, rather than when the benefits are eventually paid as pensions.
However, the charge we are required to make against the levy is based on the cash payable
in the year, so the real cost of post-employment/retirement benefits is reversed out of the
General Fund via the Movement in Reserves Statement. The transactions in the preceding
table have been made in the Comprehensive Income and Expenditure Statement and the
General Fund Balance via the Movement in Reserves Statement during the year.

The table above shows the amount included in the Balance Sheet arising from the authority’s
obligation in respect of its defined benefit plans.
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Note 31 Nature & Extent of Risks arising from Financial
Instruments

The Authority’s activities expose it to a variety of financial risks:

e Credit risk — the possibility that other parties might fail to pay amounts due to the
Authority

e Liquidity risk — the possibility that the Authority might not have funds available to meet
its commitments to make payments.

o Market risk — the possibility that financial loss might arise for the Authority as a result
of changes in such measures as interest rates and stock market movement.

The Authority’s overall risk management programme focuses on the unpredictability of
financial markets and seeks to minimise potential adverse effects on the resources available
to fund services. Financial risk management is carried out under policies approved by the
Authority in the Annual Treasury Management Strategy. The Authority provides written
principles to overall risk management, as well as written guidance covering specific areas,
such as interest rate risk, credit risk and the investment of surplus cash.

Credit Risk

Credit risk arises from deposits with banks and financial institutions, the value of credit
exposure to the Authority’s customers is low and considered not to pose a risk.

This risk is minimised through the Annual Investment strategy, which requires that deposits
are not made with financial institutions unless they meet identified minimum credit criteria. The
amounts invested are restricted to prudent and affordable amounts as set out in the approved
strategy.

The current strategy is to invest internally as far as possible, thus reducing the need to borrow
and reducing the cash surplus available for investment and the period those surpluses are
available.

The Authority’s maximum exposure to credit risk is in relation to its investments with its bank.
Recent experience has shown that it is rare for such entities to be unable to meet their
commitments. A risk of non-recovery applies to all of the Authority’s deposits, but there was
no evidence at the 31 March 2017 that this was likely to crystallise.

Liquidity Risk

The Authority monitors its cash balance to ensure that cash is available as needed. If
unexpected movements happen, the Authority has ready access to borrowings from the UK
Debt Management Office. There is no significant risk that it will be unable to raise finance to
meet its commitments under financial instruments. Instead, the risk is that the Authority will be
bound to replenish a significant proportion of its borrowings at a time of unfavourable interest
rates. The strategy is to ensure that loans mature within the approved limits shown in the table
below through a combination of careful planning of new loans taken out and (where it is
economic to do so) making early repayments. The maturity analysis of financial liabilities is as
follows:
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Approved

Approved

Actual

Actual

mi_nin_1um ma_xir_num 31 March 312'\4%”1 31 March 312“(;'?;Ch
limits limits 2016 2017
£000 £000
Less than 1 year 0% 20% 4,280 20% 382 2%
Between 1 and 2 years 0% 20% 280 1% 470 3%
Between 2 and 5 years 0% 50% 2,020 10% 1,786 10%
Between 5 and 10 years 0% 75% 3,005 14% 2,808 17%
More than 10 years 25% 90% 11,465 55% 11,465 68%
Total 21,050 100% 16,911 100%

Market Risk
Interest Rate Risk

The Authority is exposed to risk in terms of its exposure to interest rate movements on its
borrowings and investments. Movements in interest rates have a complex impact on the
Authority. For instance, a rise in interest rates would have the following effects:

e Borrowings at fixed rates — the fair value of the liabilities borrowings will fall

e Borrowings at variable rates — the interest expense charged to the Surplus or Deficit
on the Provision of Services will rise

¢ Investments at variable rates — the interest income credited to the Surplus or Deficit
on the Provision of Service will rise

¢ Investments at fixed rates — the fair value of the assets will fall.

Because of the Authority’s borrowing and surplus cash levels, with the limited period surpluses
are held, borrowing and investment opportunities are limited. Borrowing is mainly at fixed
interest rates and investments are at variable interest rates.

Borrowings are not carried at fair value, so nominal gains and losses on fixed rate borrowings
would not impact on the Surplus or Deficit on the Provision of Services or Other
Comprehensive Income and Expenditure. However, changes in interest receivable on variable
rate investments will be posted to the surplus or Deficit on the Provision of Services and affect
the General Fund Balance.

Price Risk

The Authority does not invest in equity shares and has no exposure to price risk.

Foreign Exchange Risk

The Authority has no financial assets or liabilities denominated in foreign currencies and thus
has no exposure to loss arising from movements in exchange rates.
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FIREFIGHTERS PENSION FUND ACCOUNT FOR THE YEAR ENDED 315" MARCH 2017

2015/16
£000

(3,316)
(481)

(2,452)
(6,249)

(63)
(6,312)

10,196
4,284
5
14,485

1,236
15,721

9,409

(9,409)

0

2015/16
£000

757
0

757

(757)

757

2016/17
£000
Contributions Receivable:
Employer:
- Normal (3,290)
- Early retirements (ill health) (469)
- Members (2,582)
(6,341)
Individual Transfers in from other schemes (467)
(6,808)
Benefits Payable:
- Pension 10,774
- Commutations and lump-sum retirement benefits 2,422
- Lump sum death 0
13,196
Payments to and on account of leavers:
- Individual transfers out to other schemes 0
13,196
Deficit for year before top-up grant receivables from 6,388
the Welsh Government
Top up grant Receivable from the Welsh Government (6,388)
Net amount payable/receivable for the year 0
NET ASSETS STATEMENT AS AT 31 MARCH 2017
2016/17
Current Assets: £000
Owed by General Fund 0
Owed by Welsh Government 2,448
Total Current Assets 2,448
Current Liabilities:
Owed to General Fund (2,448)
Amount owed to Welsh Government 0
Total Current Liabilities (2,448)
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NOTES TO THE FIREFIGHTERS PENSION FUND ACCOUNT

The Fund was established 1 April 2007 and covers the 1992, 2006, 2015 and the Modified
Firefighters’ Pension Schemes and is administered by the Authority. Employee and employer
contributions are paid into the Fund, from which payments to pensioners are made.
Employees’ and employer’s contribution levels are based on percentages of pensionable pay
set nationally by Welsh Government and subject to triennial revaluations by the Government
Actuary’s Department (GAD). The scheme is an unfunded scheme with no investment assets
and any difference between benefits payable and contributions receivable is met by Top Up
Grants from the Welsh Government (WG).

Transfers in to the scheme are a transfer of pension benefits from another pension scheme
for new or existing employees and transfers out are transfer benefits for employees who have
left the Authority and joined another pension scheme.

The Authority is responsible for paying the employer’s contributions in to the fund and these
are the costs that are identified in the accounts for the Authority.

At the beginning of the financial year an assessment is made of the amount of Top Up Grant
required from Welsh Government and 80% of the estimate is paid in July. The 2016/17
estimate included an assessment of the number of firefighters due to retire within the year
based on age and years’ service, from this an estimate can then be made of the commutation
payments that would fall due and the additional pension payments.

The accounting policies adopted for the production of the Pensions Fund Account are in line
with recommended practice and follow those that apply to the Authority’s primary statements.
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Contribution Rates

Under the Firefighters’ Pension Regulations, the employer’s contribution rate for the 2015
scheme was 14.3% of pensionable pay with employee’s rates as per the pensionable pay

banding detailed below:

Pensionable Pay Band

2016/17
Contribution Rate
%

Up to and including £27,270 10.0
More than £27,271 and up to and including £50,500 12.5
More than £50,501 and up to and including £142,500 13.5
More than £142,500 14.5

For the 2006 scheme the employer's contribution was 16.8% of pensionable pay with
employee’s rates as per the pensionable pay banding detailed below:

Pensionable Pay Band 2016/17
Contribution Rate
%
Up to and including £15,301 8.5
More than £15,302 and up to and including £21,422 9.4
More than £21,423 and up to and including £30,603 10.4
More than £30,604 and up to and including £40,804 10.9
More than £40,805 and up to and including £51,005 11.2
More than £51,006 and up to and including £61,206 11.3
More than £61,207 and up to and including £102,010 11.7
More than £102,011 and up to and including £122,412 12.1
More than £122,412 12.5

For the 1992 and Modified schemes the employer's contribution rate was 25.5% of
pensionable pay with employee’s rates as per the pensionable pay bandings detailed below:

Pensionable Pay Band 2016/17
Contribution Rate
%
Up to and including £15,301 11.0
More than £15,302 and up to and including £21,422 12.2
More than £21,423 and up to and including £30,603 14.2
More than £30,604 and up to and including £40,804 14.7
More than £40,805 and up to and including £51,005 15.2
More than £51,006 and up to and including £61,206 15.5
More than £61,207 and up to and including £102,010 16.0
More than £102,011 and up to and including £122,412 16.5
More than £122,412 17.0

The Firefighters’ Pension Fund Account does not take account of liabilities for pensions and
other benefits after the period end as this is the responsibility of the Authority. Details of the
long-term pension obligations can be found in Note 30 to the core financial statements
(£461.880m at 31 March 2017 and £382.550m at 31 March 2016).
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Glossary of Terms used in the Statement of Accounts

ACCOUNTING PERIOD
The period of time covered by the accounts, normally a period of twelve months commencing
on 1 April. The end of the accounting period is the Balance Sheet date.

ACCOUNTING POLICIES

These specify policies and procedures used by the Authority to prepare its Financial
Statements, including methods, measurement systems and procedures for presenting
disclosures.

ACCRUALS

Sums included in the final accounts to recognise revenue and capital income and expenditure
earned or incurred in the financial year, but for which actual payment had not been received
or made as at 31 March.

ACTUARIAL GAINS AND LOSSES

For a defined benefit pension scheme, the changes in actuarial surpluses or deficits that arise

because:

o Events have not coincided with the actuarial assumptions made for the last valuation
(experience gains and losses); or

¢ The actuarial assumptions have changed

ASSET

An item having value to the Authority in monetary terms. Assets are categorised as either

current or non-current:

e A current asset will be consumed or cease to have material value within the next financial
year (e.g. cash and stock);

e A non-current asset provides benefits to the Authority and to the services it provides for a
period of more than one year and may be tangible e.g. a community centre, or intangible,
e.g. computer software licences.

AUDIT OF ACCOUNTS
An independent examination of the Authority’s financial affairs.

BALANCE SHEET
A statement of the recorded assets, liabilities and other balances at the end of the accounting
period.

BORROWING

Using cash provided by another party to pay for expenditure, on the basis of an agreement to
repay the cash at a future point, usually incurring additional interest charges over and above
the original amount.

BUDGET
The forecast of net revenue and capital expenditure over the accounting period.

CAPITAL EXPENDITURE

Expenditure on the acquisition of a fixed asset, which will be used in providing services beyond
the current accounting period, or expenditure which adds to and not merely maintains the
value of an existing fixed asset.
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CAPITAL FINANCING

Funds raised to pay for capital expenditure. There are various methods of financing capital
expenditure including borrowing, leasing, direct revenue financing, usable capital receipts,
capital grants, capital contributions, revenue reserves and earmarked reserves.

CAPITAL PROGRAMME
The capital schemes the Authority intends to carry out over a specific period of time.

CAPITAL RECEIPT

The proceeds from the disposal of land or other fixed assets. Proportions of capital receipts
can be used to finance new capital expenditure, within rules set down by the government but
they cannot be used to finance revenue expenditure.

CIPFA
The Chartered Institute of Public Finance and Accountancy.

COMPREHENSIVE INCOME AND EXPENDITURE STATEMENT

The account of the Authority that reports the net cost for the year of the functions for which it
is responsible and demonstrates how that cost has been financed from precepts, grants and
other income.

CONTINGENT ASSET

A contingent asset is a possible asset arising from past events whose existence will be
confirmed only by the occurrence of one or more uncertain future events not wholly within the
Authority’s accounts.

CONTINGENT LIABILITY

A contingent liability is either:

e A possible obligation arising from past events whose existence will be confirmed only by
the occurrence of one or more uncertain future events not wholly within the Authority’s
control; or

e A present obligation arising from past events where it is not probable that a transfer of
economic benefits will be required, or the amount of the obligation cannot be measured
with sufficient reliability.

CREDITOR

Amount owed by the Authority for work done, goods received or services rendered within the
accounting period, but for which payment has not been made by the end of that accounting
period.

CURRENT SERVICE COST (PENSIONS)
The increase in the present value of a defined benefits pension scheme’s liabilities, expected
to arise from employee service in the current period.

DEBTOR

Amount owed to the Authority for works done, goods received or services rendered within the
accounting period, but for which payment has not been received by the end of that accounting
period.

DEFINED BENEFIT PENSION SCHEME

Pension schemes in which the benefits received by the participants are independent of the
contributions paid and are not directly related to the investments of the scheme.
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DEPRECIATION

The measure of the cost of wearing out, consumption or other reduction in the useful economic
life of the Authority’s fixed assets during the accounting period, whether from use, the passage
of time or obsolescence through technical or other changes.

DISCRETIONARY BENEFITS (PENSIONS)

Retirement benefits, which the employer has no legal, contractual or constructive obligation
to award and are awarded under the Authority’s discretionary powers such as the Local
Government (Discretionary Payments) Regulations 1996.

EQUITY
The Authority’s value of total assets less total liabilities.

EVENTS AFTER THE BALANCE SHEET DATE

Events after the Balance Sheet date are those events, favourable or unfavourable, that occur
between the Balance Sheet date and the date when the Statement of Accounts is authorised
for issue.

EXPECTED RETURN ON PENSION ASSETS

For a funded defined benefit scheme, this is the average rate of return, including both income
and changes in fair value but net of scheme expenses, which is expected over the remaining
life of the related obligation on the actual assets held by the scheme.

FAIR VALUE
The fair value of an asset is the price at which it could be exchanged in an arm’s length
transaction.

FINANCE LEASE
A lease that transfers substantially all of the risks and rewards of ownership of a fixed asset
to the lessee.

GOVERNMENT GRANTS

Grants made by the government towards either revenue or capital expenditure in return for
past or future compliance with certain conditions relating to the activities of the Authority.
These grants may be specific to a particular scheme or may support the revenue spend of the
Authority in general.

IMPAIRMENT
A reduction in the value of a fixed asset to below its recoverable amount, the higher of the
asset's fair value less costs to sell and its value in use.

INFRASTRUCTURE ASSETS

Fixed assets belonging to the Authority that cannot be transferred or sold, on which
expenditure is only recoverable by the continued use of the asset created. Examples are
highways, footpaths and bridges.

INTANGIBLE ASSETS

An intangible (non-physical) item may be defined as an asset when access to the future
economic benefits it represents is controlled by the reporting entity. This Authority’s intangible
assets comprise computer software licences.

INTEREST COST (PENSIONS)

For a defined benefit scheme, the expected increase during the period of the present value of
the scheme liabilities because the benefits are one period closer to settlement.
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INVESTMENTS (PENSION FUND)

The investments of the Pension Fund will be accounted for in the statements of that fund.
However, authorities are also required to disclose, as part of the disclosure requirements
relating to retirement benefits, the attributable share of the pension scheme assets associated
with their underlying obligations.

LIABILITY

A liability is where the Authority owes payment to an individual or another organisation.

e A current liability is an amount which will become payable or could be called in within the
next accounting period, e.g. creditors or cash overdrawn.

o A deferred liability is an amount which by arrangement is payable beyond the next year at
some point in the future or to be paid off by an annual sum over a period of time.

LONG-TERM CONTRACT

A contract entered into for the design, manufacture or construction of a single substantial asset
or the provision of a service (or a combination of assets or services which together constitute
a single project), where the time taken to substantially complete the contract is such that the
contract activity falls into more than one accounting period.

MINIMUM REVENUE PROVISION (MRP)
The minimum amount which must be charged to the revenue account each year in order to
provide for the repayment of loans and other amounts borrowed by the Authority.

NET BOOK VALUE
The amount at which fixed assets are included in the Balance Sheet, i.e. their historical costs
or current value less the cumulative amounts provided for depreciation.

OPERATING LEASE
A lease where the ownership of the fixed asset remains with the lessor.

OPERATIONAL ASSETS
Fixed assets held and occupied, used or consumed by the Authority in the pursuit of its
strategy and in the direct delivery of those services for which it has either a statutory or
discretionary responsibility.

PAST SERVICE COST (PENSIONS)

For a defined benefit pension scheme, the increase in the present value of the scheme
liabilities related to employee service in prior periods arising in the current period as a result
of the introduction of, or improvement to retirement benefits.

PENSION SCHEME LIABILITIES

The liabilities of a defined benefit pension scheme for outgoings due after the valuation date.
Scheme liabilities measured during the projected unit method reflect the benefits that the
employer is committed to provide for service up to the valuation date.

PRIOR YEAR ADJUSTMENT

Material adjustments applicable to previous years arising from changes in accounting policies
or from the correction of fundamental errors. This does not include normal recurring
corrections or adjustments of accounting estimates made in prior years.

PROVISION

An amount put aside in the accounts for future liabilities or losses which are certain or very
likely to occur but the amounts or dates of when they will arise are uncertain.
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PUBLIC WORKS LOAN BOARD (PWLB)
A Central Government Agency, which provides loans for one year and above to authorities at
interest rates only slightly higher than those at which the government can borrow itself.

RELATED PARTIES

There is a detailed definition of related parties in FRS 8. For the Authority’s purposes related
parties are deemed to include the Authority’s members, the Chief Executive, its Directors and
their close family and household members.

RELATED PARTY TRANSACTIONS

The Statement of Recommended Practice requires the disclosure of any material transactions
between the Authority and related parties to ensure that stakeholders are aware when these
transactions occur and the amount and implications of such.

REMUNERATION

All sums paid to or receivable by an employee and sums due by way of expenses allowances
(as far as those sums are chargeable to UK income tax) and the money value of any other
benefits. Received other than in cash. Pension contributions payable by the employer are
excluded.

RESERVES

The accumulation of surpluses, deficits and appropriations over past years. Reserves of a
revenue nature are available and can be spent or earmarked at the discretion of the Authority.
Some capital reserves such as the fixed asset restatement account cannot be used to meet
current expenditure.

RETIREMENT BENEFITS
All forms of consideration given by an employer in exchange for services rendered by
employees that are payable after the completion of employment.

REVENUE EXPENDITURE
The day-to-day expenses of providing services.

USEFUL ECONOMIC LIFE (UEL)
The period over which the Authority will derive benefits from the use of a fixed asset.
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