APPENDIX 2
Critical Judgements in Applying Accounting Policies
The following disclosure sets out critical judgements applied to the accounting policies of the
Council that have a significant impact on the presentation of the financial statements. Critical
estimation uncertainties are described in Note 37.
Upfront pension payment
The Council is liable to make contributions towards the cost of post-employment benefits. For
the 3 year period 2017/18 – 2019/20 the Council has agreed with the Greater Manchester
Pension Fund (GMPF) that the employer contributions payable to the Local Government
Pension Scheme (LGPS) can be paid as a single up-front payment. Subsequently, on 13 April
2017 the Council paid £41.544m based on an estimated pensionable payroll of £72.000m per
annum in order to make a budget saving. In line with the Council’s accounting policies the
amount relating to 2017/18 has been accounted for in year, the amounts relating to 2018/19
and 2019/20 have been offset against the pension liability in the balance sheet. The pension
reserve will be aligned with the pension liability in 2019/20 as the up-front payment
arrangements are accounted for. For further details see note 30 Defined Benefit Pension
Schemes.
Accounting for Schools – Balance Sheet Recognition of Schools
The Council recognises the land and buildings used by schools in line with the provisions of
the Code of Practice. It states that property used by local authority maintained schools should
be recognised in accordance with the asset recognition tests relevant to the arrangements
that prevail for the property. The Council recognises school land and buildings on its Balance
Sheet where it directly owns the assets or where the school or school Governing Body own
the assets or where rights to use the assets have been transferred from another entity.
Where the land and building assets used by the school are owned by an entity other than the
Council, school or school Governing Body then it is not included on the Council’s Balance
Sheet. The exception is where the entity has transferred the rights of use of the asset to the
Council, school or school Governing Body.
The Council has completed a school by school assessment across the different types of
schools it controls within the Borough. Judgements have been made to determine the
arrangements in place and the accounting treatment of the land and building assets. The types
of schools that have been assessed are shown below:
Type of School

No. of
Primary
Schools

Community
Voluntary Controlled (VC)
Voluntary Aided (VA)
Foundation/Foundation Trust
Maintained Schools

30
5
28
1
64

Academies
Total

22
86

No. of
No. of
Secondary Special
Schools
Schools
1
1
1
1
3
1
10
13

4
5

Total
32
5
29
2
68
36
104

All Community schools are owned by the Council and the land and buildings used by the
schools are included on the Council’s Balance Sheet.
The Council has entered into Private Finance Initiative (PFI) agreements to build and operate
three schools in the Borough. One is a VA school, one is a Foundation Trust school and the
remaining school is an Academy. Whilst the land which the buildings are sited on has been
transferred to the respective Diocese, Trusts and Academy, the ownership of the buildings is
determined by who holds the balance of control in line with accounting standards. The Council
considers the buildings associated with these schools should be included on its Balance Sheet
because:
•
•
•

The reversion clause within the PFI agreement results in the Council having a
residual interest in the buildings at the end of the agreement
The services provided and the use of the building is controlled by the Council
through the PFI agreement
The PFI agreement is between the PFI contractor and the Council

Legal ownership of VC school land and buildings usually rests with a charity, normally a
religious body. Four VC schools are owned by the Diocese who has granted a licence to the
school to use the land and buildings. Under this licence arrangement, the rights of use of the
land and buildings have not transferred to the school and thus are not included on the
Council’s Balance Sheet. The remaining VC school land and building are owned by the
Council and included on the Balance Sheet.
For the remaining VA schools, legal ownership of the VA school land and buildings rests with
the relevant Diocese. The Diocese has granted a licence to the school to use the land and
buildings. Under this licence arrangement, the rights of use of the land and buildings have not
transferred to the school and thus are not included on the Council’s Balance Sheet.
Foundation and Foundation Trust schools were created to give greater freedom to the
Governing Body responsible for school staff appointments and who also set the admission
criteria. There are two Foundation schools in the borough, for one school, the Governing Body
has legal ownership of the land and buildings and thus are included on the Council’s Balance
Sheet. For the remaining Foundation Trust school, a separate Trust owns the land and
buildings so these assets are not included on the Council’s Balance Sheet.
Academies are not considered to be maintained schools in the Council’s control. The land and
building assets are not owned by the Council and are therefore not included on the Council’s
Balance Sheet.
Group Boundaries
The Council carries out a complex range of activities, often in conjunction with external
organisations. Where those organisations are in partnership with or under the ultimate control
of the Council a judgement is made by management as to whether they are within the Council’s
group boundary. This judgement is made in line with the provisions set out in the Code and
relevant accounting standards.
Those entities which fall within the boundary and are considered to be material are included
in the Council’s group accounts. Profit and loss, net worth, and the value of assets and
liabilities are considered individually for each organisation against a materiality limit set by the
Council. An entity could be material but still not consolidated if all of its business is with the
Council and eliminated on consolidation – i.e. the consolidation would mean that the group
accounts are not materially different to the single entity accounts. The assessment of
materiality also considers qualitative factors such as whether the Council depends significantly

on these entities for the continued provision of its statutory services or where there is concern
about the level to which the Council is exposed to commercial risk.
The Council has assessed its group boundary for 2018/19 and has identified two subsidiaries
who are considered to be material and will be consolidated into its group accounts, they are
MioCare Group CIC and The Unity Partnership Limited. Further details can be found in the
group accounts in section 5.
Investment Properties
Investment properties have been assessed using the identifiable criteria under the
international accounting standards and are being held for rental income or for capital
appreciation. Properties have been assessed using this criteria, which is subject to
interpretation to determine if there is an operational reason for holding the property such as
regeneration.
Airport Investment
The Council has a 3.22% shareholding in Manchester Airport Holdings Limited and up to 31
March 2018 the shareholding was held as an ‘Available for Sale Financial Asset’ and
measured at fair value each year. Any change in fair value is posted to Other Comprehensive
Income and Expenditure and accumulated gains and losses have been held in an Availablefor-Sale Financial Instruments Reserve.
With the adoption of accounting standard IFRS 9 Financial Instruments, the ‘Available for Sale
Financial Asset’ category is no longer available. The new standard sets out that investments
in equity should be classified as fair value through profit and loss unless there is an irrevocable
election to designate the asset as fair value through other comprehensive income. The
investment in Manchester Airport Holdings Limited is an equity instrument and as such, gains
and losses on changes in fair value would recognised through profit and loss.
Classifying the shareholding as fair value through profit and loss would mean that changes in
valuation are immediately recognised within the Council’s Cost of Services. This would mean
that the Council’s revenue budget is susceptible to increased risk from volatility in the share
valuations. Any major fluctuations in the valuation of the shareholding would have a significant
impact on the General Fund balance.
The shareholding is a strategic investment and not held for trading and therefore the Council
has the option to designate it as fair value through other comprehensive income. This would
mean that there is no impact on the revenue budget, as set out above this decision is
irrevocable. After consultation with officers, external treasury advisors and other Greater
Manchester Authorities who have the same shareholding as the Council and, having
considered the impact that future share valuations could have on the Council’s revenue
budget, the Council has determined that the more prudent approach is to designate the
shareholding as a strategic investment with changes in fair value treated as Other
Comprehensive Income. This means that any gains or losses on the valuation of the
shareholding will be transferred to a Financial Instruments Revaluation Reserve.

