Glossary of Financial Terms
A
Accounting Period
The period of time covered by the accounts, normally a period of 12 months commencing on 1 April.
The end of the accounting period is the Balance Sheet date.
Accounting Policies
Within the range of possible methods of accounting, a policy is a statement of the actual methods
chosen locally and used to prepare these accounts.
Accounting Statements
The Authority’s Core Financial Statements and Supplementary Financial Statements.
Accruals
Sums included in the final accounts to cover income or expenditure attributable to the accounting
period for which no payment has yet been made or received at the Balance Sheet date.
Actuarial Gains and Losses (Pension Schemes)
Changes in the net pensions liability that arise because events have not matched assumptions at the
last actuarial valuation or because actuarial assumptions have changed.
Amortisation
A term used to refer to the charging of the value of a transaction or asset (usually related to
intangible assets or deferred income charges) to the Income and Expenditure Account over a period
of time, reflecting the value to the authority; similar to the depreciation charge for Non-Current
Assets.
AQM
Air Quality Management
Asset
An asset is a resource controlled by the Authority as a result of past events, and from which future
economic benefits are expected to flow to the Authority. An item having value in monetary terms.
See also Current Assets, Non-Current Assets and Financial Asset.

B
Bad (and Doubtful) Debts
Debts/income which may be uneconomic to collect or un-enforceable.
Balances
The reserves of the Authority, which include the accumulated surplus of income over expenditure.
Balance Sheet
A statement of the recorded assets, liabilities and other balances at the end of an accounting
period.
Budget
The forecast of net revenue and capital expenditure over an accounting period.

C
Capital Adjustment Account
This provides a balancing mechanism between the different rates at which assets are depreciated
under the Code and are financed through capital control system.
Capital Expenditure
Expenditure for the acquisition, provision or improvement of non-current assets, which will be longterm value to the Authority, providing services beyond the current accounting period.
Capital Financing
The raising of money to pay for capital expenditure through borrowing, usable capital receipts,
capital grants and contributions or use of reserves.
Capital Programme
The capital schemes as the Authority intends to carry out over a specified period.
Capital Grants
Grants received towards capital expenditure either generally or for a particular project.
Capital Receipts
Money received from the sale of property, plant and equipment or repayment of a capital advance.
Carrying Amount
The balance sheet value recorded of an asset or a liability.
Cash and Cash Equivalents
This comprises cash in hand, cash overdrawn and short-term investments, which are readily
convertible into known amounts of cash.
CIPFA (The Chartered Institute of Public Finance and Accountancy)
CIPFA is the leading professional accountancy body for public services.
Collection Fund
A statutory fund maintained by a billing authority, which is used to record local taxes and NonDomestic Rates collected by the authority, along with payments to precepting authorities, the
national pool of Non-Domestic Rates and the billing authority’s General Fund.
Consistency
The concept that the accounting treatment of like items within an accounting period and from one
period to the next is the same.
Consolidated
Added together with adjustments to avoid double counting of income, expenditure or to avoid
exaggeration.
Contingency
Money set aside in the budget to meet the cost of unforeseen items of expenditure, or shortfalls in
income.

Contingent Asset
A possible asset that arises from past events from whose existence will be confirmed only by the
occurrence of one or more uncertain future events now wholly within the Authority’s control.
Contingent Liability
A contingent liability is either:
• 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
• A present obligation arising from past events where it is not probable that a transfer of
economic benefits will be required, or the amount cannot be measured with sufficient
liability.
Council Tax
The main source of local taxation for local authorities. Council Tax is levied on households within its
area by the billing authority and the proceeds are paid into the Collection Fund for distribution to
precepting authorities and the Authority’s General Fund.
Creditors
Amounts owed by the Authority for works completed, goods received, or services rendered before
the end of the accounting period but for which payments have not been made.
Current Assets
Assets which can be expected to be consumed or realised during the next accounting period.
Current Liabilities
Amounts which will become due or could be called upon during the next accounting period.
Current Service Cost (Pensions)
The increase in the present value of a defined benefit scheme’s liabilities as a result of employee
service earned in the current period.

D
Debtors
Amounts due to the Authority for works completed, goods received, or services rendered before the
end of the accounting period but for which payments have not been received.
Depreciation
The estimated benefit of an asset consumed during the accounting period, owing to age, wear and
tear, deterioration or obsolescence.

E
Equity
The Authority’s value of total assets, less total liabilities.
Equity Instrument (Financial instruments)
A contract that evidences a residual interest in the assets of an entity after deducting all of its
liabilities.

Events After the Reporting Period
Those events, both favourable and unfavourable, of such materiality that either their disclosure, or
amendment to the accounts, is required for the fair presentation of the Statement of Accounts,
which occur between the Balance Sheet date and the date on which the Accounts are signed by the
responsible financial officer.
Expected credit losses (Financial instruments)
The weighted average of credit losses with the respective risks of a default occurring as the
weights. 12-month expected credit losses is the portion of lifetime expected credit losses that
represent the expected credit losses that result from default events on a financial instrument that
are possible within the 12 months after the reporting date. Lifetime expected credit losses are the
expected credit losses that result from all possible default events over the expected life of a
financial instruments.
Experience gain (Pension schemes)
The actuarial gains and losses element arising where actual events have not coincided with the
actuarial assumptions made at the last assessment.
External Audit
The independent examination of the activities and accounts of local authorities in order to give an
opinion as to whether the Statement of Accounts have been prepared in accordance with legislative
requirements and proper practices, and to ensure the Authority has made proper arrangements to
secure economy, efficiency and effectiveness in its use of resources.
Expected Return on Pension Assets
For a funded defined benefit pension scheme, the average return, including both income and
changes in fair value but net of scheme expenses, expected over the remaining life of the related
obligation on the actual assets held by the scheme.
Expenditure
Amounts paid by the Authority for goods received or services rendered of either a capital or revenue
nature. This does not necessarily involve a cash payment.

F
Fair Value (FV)
The price an asset could be exchanged for in an orderly transaction between market participants at
the measurement date.
Finance Leases
A lease that transfers substantially all the risks and rewards of ownership of an asset to the lessee.
Accounting guidance requires that it should be presumed that such transfer of risks and rewards
occurs if at the inception of a lease the present value of the minimum lease payments including any
initial payment, amounts to substantially all (normally 90% or more) of the fair value of the leased
asset. The present value is calculated using the interest rate implicit in the lease.
Financial Asset
A right to future economic benefits controlled by the Authority that is represented by:
• cash
• an equity instrument of another entity

•
•

a contractual right to receive cash (or another financial asset) from another entity
a contractual right to exchange financial assets/liabilities with another entity under
conditions that are potentially favourable to the Authority.

Financial assumptions (Pensions)
Finance related assumptions used by the actuary in assessing pension scheme liabilities (e.g. rates
of inflation)
Financial Instruments
Any contract that gives rise to a financial asset of one entity and a financial liability or equity
instrument of another entity.
Financial Liability
An obligation to transfer economic benefits controlled by the Authority that is represented by:
• a contractual obligation to deliver cash (or another financial asset) to another entity
• a contractual obligation to exchange financial assets/liabilities with another entity under
conditions that are potentially unfavourable to the Authority.

G
General Fund (GF)
The main revenue fund of a billing Authority used to meet day-to-day spending.
Government Grants
Grants made by the Government towards either revenue or capital expenditure to support the cost
of provision of the Authority’s services. Some grants may be restricted to be used towards the cost
of particular capital schemes or revenue expenditure of the Authority.
Gross Expenditure
The total cost of providing the Authority’s services before taking into account income from
government grants and fees and charges for services.
Growth
Any increase in spending from one year to another which enables the Authority to pay for more
services rather than to meet higher costs.
GVA
Gross Value Added

H
Historical Cost
The actual cost of assets, goods or services, at the time of their acquisition.

I
Impairment
A permanent reduction in the value of an asset, below its carrying amount on the Balance Sheet.
Income

Amounts that the Authority receives or expects to receive from any source, including fees and
charges, sales and grants.

Intangible Assets
Non-financial assets which do not have physical substance but are identified and controlled by the
Authority through legal rights.
Interest Receivable
The money earned from the investment of surplus cash.
Inventories
Items of raw materials and stores the Authority has procured to use on a continuing basis and which
it has not yet used.
International Financial Reporting Standards (IFRS)
These are statements prepared by the International Accounting Standards Board to ensure
consistency in Accountancy matters. Many of these standards now apply to local authorities and any
departure from these must be disclosed in the published accounts.

J
JLTP4
Joint Local Transport Plan 4

L
Liability
A liability is where the Council owes payment to an individual or another organisation. See also
Contingent Liability, Current Liabilities and Financial Liability.
Long-Term Assets
Non-current and other assets which can be expected to be of use or benefit the Council in providing
its service for more than one accounting period.
Long-Term Liabilities
Amounts which will become due or could be called upon beyond the next accounting period.

M
Materiality
The concept that the Statement of Accounts should include all amounts which, if omitted, or
misstated, could be expected to influence the decisions of the user of the financial statements.

N
National Non-Domestic Rates (NNDR)
A levy on businesses, based on a national rate in the pound set by the Government, multiplied by
the rateable value of the premises they occupy.

Net Debt
The Council’s total borrowings less cash investments.
Net Expenditure
Gross expenditure less specific service income.
Net Interest on the Net Defined Benefit Liability (Pensions)
The net interest expense - the change during the period in the net benefit liability that arises from
the passage of time.
Net Realisable Value
The open market value of the asset in its existence use (or open market value in the case of nonoperational assets), less the expenses to be incurred in realizing the asset.
Non-Current Assets
Property, plant and equipment and other assets that bring longer term benefit or service potential
to the Council.

O
Operating Leases
A lease other than a Finance Lease (see above). The future obligations relating to operating leases
are disclosed to provide the reader with an estimate of the outstanding un-discharged obligations in
relation to such leases.
Out-turn
Actual income and expenditure in a financial year (accounting period).

P
Pension Fund
An employees’ pension fund maintained by an authority, or group of authorities, in order to make
pension payments on the retirement of its participants. It is financed from contributions from the
employing authority, the employee and from investment income.
Prior Period Adjustments
Adjustments made to prior years comparator figures arising from changes in accounting policies or
from the correction of material errors.
Provisions
Amounts set aside for the purposes of providing for any liability or loss which is likely or certain to
be incurred but is uncertain as to the amount or the date on which it will arise.

R
Rateable Value
The annual assumed rental value of a property that is used for NNDR purposes.
Revenue Expenditure Funded by Capital Under Statue (REFCUS)
Expenditure of a capital nature but which gives rise to no tangible asset held by the Council.

Related Parties
Two or more parties are related parties when at any time during the financial period:
• One party has direct or indirect control of the other party; or
• The parties are subject to common control from the same source; or
• One party has influence over the financial and operational policies of the other party to an
extent that the other party might be inhibited from pursuing at all times its own separate
interests; or
• The parties, in entering a transaction, are subject to influence from the same source to such
an extent that one of the parties to the transaction has subordinated its own separate
interest.
Examples of related parties to an authority include central government, local authorities and other
bodies precepting or levying demands on the Council Tax, its members, its Chief Officers and its
pension fund.
For individuals identified as related parties, it is also presumed that members of the close family, or
the same household, or any partnerships, companies in which the individual or a member of their
close family, or the same household has a controlling interest, are deemed to be related parties.
Related Party Transactions
The transfer of assets or liabilities or the performance of services by, to or for a related party
irrespective of whether a charge is made. The materiality of related party transactions is judged
not only in terms of their significance to the Council, but also in relation to its related party.
Reserves
Amounts set aside in the accounts for the purpose of meeting general, future expenditure.
Reserves may also be used to smooth the cost of certain activities over a number of years. A
distinction is drawn between reserves and provisions (see above), which are set up to meet known
liabilities.
Receipts in Advance
Amounts actually received in an accounting period prior to the period in which they are due.
Residual Value
The net realizable value of property, plant or equipment at the end of its useful life.
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.
Return on Plan Assets (Pensions)
Changes during the period in the net benefit liability that arises from the passage of time, excluding
amounts included in Net Interest on the Net Defined Benefit Liability.
Revenue Expenditure
Spending on day-to-day items including employees’ pay, premises and transport costs and supplies
and services.

S
Settlements (Pension schemes)
A gain or loss on settlement arises when an authority enters into a transaction that eliminates all
further obligation for the benefits provided under a defined benefit plan. Settlements have the

effect of extinguishing a portion of the plan liabilities, usually by transferring plan assets to or on
behalf of plan members to their new employer.

T
Total Cost
The actual cost of services reflecting all of the direct, indirect and overhead costs that have been
incurred in providing the service, even where the expenditure is not under the control of the
service’s chief officer.
Abbreviations used in the Statement of Accounts
B&NES

Bath & North East Somerset Council

BEIS

Department for Business, Energy and Industrial Strategy

CIPFA

Chartered Institute of Public Finance and Accountancy

DFE

Department for Education

DFT

Department for Transport

LGF

Local Growth Fund

IFRS

International Financial Reporting Standard

LEP

Local Enterprise Partnership

LSTF

Local Sustainable Transport Fund

MHCLG

Ministry of Housing, Communities and Local Government

DCMS

Department for Digital, Culture, Music and Sport

ERDF

European Regional Development Fund

RIF

Revolving Infrastructure Fund

