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Narrative Report by the Executive Director of Resources

1. INTRODUCTION
Purpose of the Narrative Report

The Sheffield City Region Combined Authority is a diverse and complex organisation.
This Narrative Report aims to provide an overview of the organisational structure of
the Combined Authority, its objectives and its financial performance.

The Statement of Accounts contains all the financial statements and disclosure notes
required by statute. They have been prepared in accordance with the 2015/16 Code of
Practice on Local Authority Accounting (the Code) together with guidance notes as
published by the Chartered Institute of Public Finance and Accountancy (CIPFA).

A glossary can also be found towards the end of these accounts to help explain some
of the accounting terms used.

2. ORGANISATION & OBJECTIVES
The Sheffield City Region Combined Authority

The Sheffield City Region Combined Authority was constituted under law on the 1st
April 2014.

The Combined Authority was granted the powers and competencies of the former
South Yorkshire Integrated Transport Authority, but also wider powers to deliver a
more expansive economic development agenda over a broader area. This gives the
Combined Authority two broad spheres of activity that should be complementary.

The enabling legislation passed by government gave the Combined Authority a formal
title of the Barnsley, Doncaster, Rotherham and Sheffield Combined Authority.
However, the trading name of the Sheffield City Region Combined Authority has been
adopted to better reflect the involvement of district councils from North Derbyshire and
North Nottinghamshire.

The Combined Authority consists of the four ‘constituent’ authorities from South
Yorkshire, and five ‘non-constituent’ districts from North Derbyshire and the North
Midlands:
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Involving districts from the North Midlands gives the Combined Authority a wider
geography than the former South Yorkshire Integrated Transport Authority. This is a
deliberate move to pivot away from traditional local authority boundaries to better
reflect the ‘economic-footprint’ of the region.

The broader constituency of districts reflects the economic realities of the
communities, where populations live and work across local authority boundaries.
Aligning the resources and aspirations to these realities is essential to delivering on
economic growth goals.

These aspirations and goals, along with the Combined Authority’s plan for delivering
them, are laid down in the Strategic Economic Plan (SEP). The SEP details the plans
to deliver:
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To deliver on the SEP, the Combined Authority’s activity and governance has been
shaped into five thematic work streams.

Each work stream is governed by an Executive Board led by local authority Leaders
and Chief Executives, alongside private sector representation from the region’s Local
Enterprise Partnership (LEP).

Governance arrangements for the thematic work streams can be represented
accordingly:
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To deliver on the Combined Authority’s objectives, activity and budgets are split
between South Yorkshire transport activity and regional wide economic development
activity.

South Yorkshire transport activity is seen as complementary to the wider SEP, but is
differentiated from pan-regional transport and economic development activity by its
source of funding.

Group Structure

The Combined Authority’s core activity can be broadly split between two distinct but
complementary themes:

e South Yorkshire transport activity in support of the South Yorkshire Transport Plan;
and,
e Economic development activity in support of the Strategic Economic Plan (SEP).

South Yorkshire transport activity is principally carried out through the Combined
Authority’s operating subsidiary: South Yorkshire Passenger Transport Executive
(SYPTE).

SYPTE is primarily funded through a revenue grant awarded from the Combined
Authority. The Combined Authority funds this grant through a levy on the four South
Yorkshire districts. This levy is negotiated each year as part of the budget setting
process.

Operational activity in pursuit of the SEP is primarily carried out directly through the
Sheffield City Region Executive; the Combined Authority’s officer team. This team is
led by the Combined Authority’s Executive Director (Head of Paid Service). Economic
development activity is carried out in collaboration with the SCR Local Enterprise
Partnership (LEP) who provide strategic leadership.

Alongside its core activities of delivering on the South Yorkshire Transport Plan and
economic development activity in pursuit of the SEP, the Combined Authority also
holds responsibilities in respect of the South Yorkshire Passenger Transport Pension
Fund (SYPTPF) for which the Combined Authority holds administering body status.

This fund relates to a restricted number of employees and former employees of First
South Yorkshire Ltd who participate in the local government pension scheme. The
Combined Authority does not contribute any funding towards the costs of the fund
which is managed on an agency basis for the Combined Authority by South Yorkshire
Pensions Authority (SYPA).

The SYPTPF’s accounts are included as an addendum to this document, but are not
consolidated into the group position.

The Combined Authority also owns, by way of a majority shareholding, a company
principally concerned with the management of a number of assets. This company,
SYITA Properties Ltd, provides a management function for several properties currently
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leased to third parties. The company’s major asset, an office facility in Sheffield, is
leased directly to SYPTE.

The following image identifies the core areas of activity, along with strategic plans,
delivery agents, and operational activity:

South Yorkshire Transport Economic Development
Activity SEP Activity

Pension Fund Shareholders’ ‘ Transport
Committee Committee Committee
i —_— SYPTPF SYITA SYPTE SCR Executive
Delivery Agent
Properties Ltd
< South
Strategic Plan —> Yorkshire
Transport Strategic Economic Plan (SEP)
Plan
i —_ Pension Fund Asset Transport Economic Housing Better Business
Opgrf‘:tlonal Management Management Infra- Skills Growth
Activity structure

The accounts contained in this document show the financial results for the Combined
Authority as a single entity, and financial results for the Combined Authority as a

group.

As a single entity the Combined Authority accounts for its work in support of the SEP,
and the transactions it enters into as the parent body for SYPTE, SYITA Properties
Ltd, and the administering body for SYPTPF.

As a group, the Combined Authority consolidates the full financial results of SYPTE
and SYITA Properties Ltd into its own to create an overall group financial position.

3. KEY SECTIONS INCLUDED IN THE STATEMENT OF ACCOUNTS

Statement of Responsibilities

This sets out the respective responsibilities of the Combined Authority and the
Executive Director of Resources for the Accounts.

Movement in Reserves Statement

This statement shows the movement during the year of the different reserves held by
the Combined Authority.
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Comprehensive Income and Expenditure Statement

This account summarises the revenue costs of providing all services and the income
and resources received in financing the expenditure.

Balance Sheet

The Balance Sheet includes information on the Combined Authority’s non-current and
current assets, short term and long term liabilities and the balances at its disposal at
the reporting date.

Cash Flow Statement

This statement provides a summary of the flow of cash into and out of the Combined
Authority for revenue and capital purposes, based on the indirect method of
presentation.

Notes to the Financial Statements

These notes expand on important points shown in the core statements and provide
further explanation of movements and balances.

Group Accounts

The Group Accounts show the full extent of the Combined Authority’s activities by
including subsidiary and associate companies and joint ventures. These too are
preceded by notes explaining their purpose and have explanatory notes.

4. FINANCIAL PERFORMANCE

Headlines

The financial headlines for the year are as follows:
Summary Highlights

e Savings of 10% on the South Yorkshire transport levy were achieved

e The costs of economic development activity delivered from the Combined Authority
were frozen

e Budget planning has enabled the Combined Authority to move economic
development activity away from policy planning to support practical delivery

e 2015/16 saw the start of the Combined Authority’s economic development capital
programme that will deliver the SEP

e The Combined Authority took on the financial accountable body role for the
Transport for the North partnership

e The region agreed a Devolution deal with Government that will see the flow of
£900m of grant funding over 30 years from 2016/17
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Revenue Budget

e Underspends on revenue budgets:
o South Yorkshire Transport activity: £437k
o Economic Development activity: £274k
e Receipt of the first tranche of funding for economic development programme
activity, enabling £3.7m of programme spend
e Transport for the North — for which the Combined Authority is accountable body —
received £14.2m of revenue grants, of which £3.2m was spent

Capital Programme

e Receipt of the first tranche of Local Growth Fund (LGF) capital grant (E39m)

e Actual spend on the LGF programme of £11.6m

e Award of a £10m capital loan to the Joint European Support for Sustainable
Investment in City Areas (JESSICA) investment fund

Usable Reserves

e Draw on South Yorkshire transport levy reduction reserve of £2.8m

e Net draw on the South Yorkshire Private Finance Initiative (PFI) reserve of £592k
e Creation of an LGF revenue reserve to sustain business growth activity (£3.9m)

e Contribution to Economic Development reserves of £391k

Revenue Budgets

The Combined Authority’s revenue budget comprises the South Yorkshire transport
budget (the former Integrated Transport Authority budget) and the economic
development budget that resources the Strategic Economic Plan. The economic
development budget is differentiated between core activity, and specifically funded
programme activity.

We are required to distinguish between the Transport budget and the economic
development budget by law.

The transport budget is principally resourced from the South Yorkshire transport levy,
which cannot be spent on non-South Yorkshire transport activity. Equally, economic
development funding is generally ring-fenced to activity for which the LEP provides
strategic leadership.

At outturn all budgets show a favourable position against original forecasts.

The South Yorkshire transport budget returned a £437k favourable position on budget
due to improved cash investment activity. As this budget was set with a draw on
reserves, this means that there was a smaller draw on reserves required than
anticipated:

10
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Budget Outturn Variance Variance
SY Transport Budget £000 £000 £000 %
Total Net Expenditure 72,930 72,502 (428) 1
Total Income (67,717) (67,725) (8)
Deficit to be Funded from 5,213 4,777 (436) 8

Reserve

The economic development budget was set to achieve a surplus of £117k which
would be taken to reserves for contingency. This budget has experienced much flux
during the year as the SEP was operationalised, devolution pressures came to the
fore, officers transitioned to Barnsley Metropolitan Borough Council (BMBC) payroll,
and the SCR executive structure expanded and changed.

At outturn the budget returned a surplus of £391k representing a £274k improvement
on the original budget:

Budget Outturn Variance Variance
Economic Development £000 £000 £000 %
Revenue Budget
Net Revenue Expenditure 2,679 2,506 (173) 6
Non-specific Income (2,796) (2,897) (101) 4
Surplus to be taken to Reserve (117) (391) (274) 234

This position largely relates to better income generation, more recharging into
programme activity, and some slipped activity.

Revenue programme activity is substantially under budget, principally due to the
drastic change in delivery model for Skills Bank activity:

Programme Activity Budget Outturn Variance Variance
£000 £000 £000 %
Skills Bank 3,600 942 (2,658) 74
Apprenticeship Grant for 2,410 2,150 (260) 11
Employers
Enterprise Advisor Pilot 150 0 (150) 100
Growth Hub 500 495 (5) 1
Access to Finance 352 131 (221) 63
7,012 3,718 (3,294) 47

During the year, the Combined Authority also received £14.2m of revenue grants on
behalf of the Transport for the North partnership. Of this funding £3.3m of expenditure
is recognised in the Combined Authority’s accounts.

The residual balance of funding received on behalf of Transport for the North is held
as a grant unapplied on the balance sheet.

11
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Capital Programme

The Combined Authority’s capital programme consists of the ‘direct’ programme
facilitated by the SCR Executive and funded from Local Growth Fund (LGF) grants,
and the legacy South Yorkshire Transport programme.

Expenditure on the latter is managed through SYPTE in respect of Integrated
Transport Block (ITB) allocations, or passported straight to South Yorkshire partners in
respect of Highways Capital Maintenance spend.

This year represents the first year the Combined Authority has received LGF
allocations, and the direct programme has slipped materially.

Economic Development Programme Outturn  Variance  Variance
March 2015

Theme Scheme £000 £000 £000 %

Infrastructure SCR Infrastructure 26,634 18,035* (8,599) 32
Fund

Business Growth Business Investment 2,500 33 (2,467) 99
Fund

Transport Sustainable Transport 3,300 3,075 (225) 7
Exemplar

Skills Skills Capital 4,000 308 (3,692) 92
Competitive Fund

Skills Glass Academy 3,500 11 (3,489) 100

SCR Executive Programme Costs 334 116 (218) 65

40,268 21,578 (18,690) 46

*including a £10m capital loan to the JESSICA investment fund

South Yorkshire Transport Programme Outturn  Variance  Variance
March 2015
Theme Scheme £000 £000 £000 %
Transport Integrated Transport 8,640 10,638 1,998* 23
Block
Transport Highways Capital 12,570 12,570 0 0

Maintenance
21,210 23,208 1,998 9

* underspend from prior year funded activity
Borrowing

As at 31 March 2016, the Combined Authority loans portfolio totalled £25.7m which
compares to an overall Capital Financing Requirement of £107.2m. During the year,
no further borrowing was taken as the capital investment undertaken has been funded
from capital grants award to the Authority.

In addition to the Combined Authority’s loan portfolio, SYPTE have a loan portfolio of
£183.9m, which has reduced by £18.6m following repayments made during 2015/16
and no further borrowing has been undertaken. SYPTE also have PFI liabilities of
£11.82m down from £11.98m in 2014/15.

12
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Reserves

Reserves can be split between those that are usable, and those that are accounting

reserves and not available to support expenditure.

The Combined Authority’s usable reserves are split between those in place to fund

South Yorkshire transport activity, and those available to support region wide

economic development activity.

The following table shows the balances brought forward on the Combined Authority’s
useable reserves, along with draws and contributions during the year:

Reserves Draw Contribution Reserves
Brought Carried
Forward Forward
£000 £000 £000 £000
Revenue Reserves
South Yorkshire
Transport
General Reserve Un-earmarked (5,888) 0 0 (5,888)
PFl Reserve Earmarked (6,068) 2,000 (1,408) (5,476)
Levy Reduction Reserve  Earmarked (39,700) 2,777 0 (36,923)
(51,656) 4,777 (1,408) (48,287)
Economic Development
CA/LEP General Reserve  Un-earmarked (255) 0 (391) (646)
CA/LEP LGF Reserve Earmarked 0 131 (4,000) (3,869)
(255) 131 (4,391) (4,515)
Other
Revenue Grants and Earmarked 0 0 0 (10,912)
Contributions Reserve
Capital Reserves
Capital Receipts Reserve  Un-earmarked (5,343) 0 0 (5,343)
Total Usable Reserves (57,254) 4,908 (16,711) (69,057)

The South Yorkshire transport reserves are largely retained to support sustainable
reductions in the transport levy charged to South Yorkshire partners. These reserves
will be drawn upon in the coming years to support costs that would otherwise fall on

local taxpayers.

The LGF reserve will sustain business growth activity including the Access to Finance

and Growth Hub teams, which have previously been funded by one-off grants.

13
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Reconciliation of the Revenue Budget Outturn to the Comprehensive Income &
Expenditure Account (CIES)

Revenue expenditure is accounted for in the Combined Authority’s accounts through
the CIES. The CIES shows the accounting position of the Combined Authority at the
year end. This accounting position differs to the revenue budget outturn position. The
difference between the two represents accounting rules around when income and
expenditure is recognised, and when costs need to be funded from resource such as
grants and partner contributions.

The following table shows how the Combined Authority’s revenue outturn position has
been adjusted to the surplus of £15.3m shown on the CIES. Further details can be
found in Note 26.

£000
Budget Outturn
South Yorkshire Transport 4,777
Economic Development (391)
Transport for the North 0
Net Budget Outturn Position taken to Reserves 4,386
Net contributions to reserves (14,189)
Removal of Provisions for Repayment of Debt - under statute (3,537)
Other Technical Accounting Adjustments (2,000)
(Surplus) / Deficit on Total Comprehensive Income & Expenditure Account (15,340)

The surplus of £15.3m shown on the CIES represents the value by which the
Combined Authority’s net worth has increased over the course of the last year rather
than the performance against our budgets.

5. SIGNIFICANT CHANGES IN ACCOUNTING POLICY

The Combined Authority’s financial statements are prepared in accordance with
International Financial Reporting Standards (IFRS) and the CIPFA Code of Practice
on Local Authority Accounting 2015/16. The accounting policies presented in Note 1
are compliant with IFRS and have been applied in preparing the financial statements
and the comparative information.

There has been one significant change in accounting policy during 2015/16 for the
implementation of IFRS13 Fair Value Measurement. This standard provides a
consistent definition of fair value throughout the accounts for assets and liabilities; fair
value is the price that would be received to sell an asset or paid to transfer a liability in
an orderly transaction between market participants at the measurement date.

The impact of the change has resulted in revaluations, with additional disclosures in

the financial statements and notes, for financial instruments, Investment Properties
and pensions.

14
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6. FINANCIAL OUTLOOK

The Combined Authority’s affairs are closely aligned to the fortunes of local partners
and government.

South Yorkshire revenue transport activity is principally funded from the transport levy
negotiated with the South Yorkshire local authority partners. As partner budgets
continue to come under strain from government funding cuts it is anticipated that the
levy will need to fall.

To support partners and wherever possible protect services, the Combined Authority
undertook a major restructure of SYPTE’s capital financing structure in 2014 and 2015
that has created a revenue reserve at the Combined Authority that stood at £36.9m at
the end of 2015/16.

This reserve will be drawn upon in future years to support sustainable levy reductions
as work continues to reduce SYPTE’s cost base.

The economic development activities of the Combined Authority are largely funded by
government through Local Growth Fund deals.

To date the region has received some of the most significant LGF deals in the country,
being awarded £350m through Growth Deal rounds 1 & 2. This funding is, however, a
capital resource that cannot generally be used to fund costs associated with running
the SCR executive.

In this context, the Combined Authority is sensitive to revenue income derived from
retained business rates generated on the region’s Enterprise Zone. This income
resources much of the staffing and overheads costs inherent in running the Combined
Authority’s significant capital programme.

Whilst the Enterprise Zone is able to offer incentives to business through rate relief
and enhanced capital allowances, occupation of premises and development on the
sites will continue to be effected by macro issues beyond the Combined Authority’s
control such as the state of the national economy.

The region has, however, moved towards securing more secure income flows through
the Devolution Deal signed with government in 2016.

This ground-breaking deal will see government award the region £30m per annum for
30 years, on a 60:40 capital / revenue split.

This deal helps secure the region’s longer term viability, longer term planning and
investment supporting the delivery of the SEP.

Challenges lie ahead for the Combined Authority in developing governance and
prioritisation processes that will allow the Combined Authority to invest its funding
efficiently. Much effort is also going into the development of programme management
frameworks and processes to allow the Combined Authority to transact and control its

15
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programmes effectively. These issues become more important as the region moves
towards full localisation and retention of business rates.

The performance of the region’s economy, and the role of the Combined Authority in

supporting growth, will come into sharp focus as partners retain full risk and reward of
that economic performance.

16
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Annual Governance Statement

Sheffield City Region Combined Authority

Annual Governance Statement 2015/16

1.

11

1.2

1.3

2.1

Scope of Responsibility

The Sheffield City Region (SCR) Combined Authority (‘the Authority’) is
responsible for ensuring that its business is conducted in accordance with
statute and proper standards of governance are employed; that public money is
safeguarded and properly accounted for and used economically, efficiently and
effectively. The Authority has a duty under the Local Government Act 1999 to
make arrangements to secure continuous improvement in the way in which its
functions are exercised, having regard to a combination of economy, efficiency
and effectiveness.

In discharging this overall responsibility, the Authority is responsible for
establishing proper arrangements for the governance of its affairs, facilitating
the effective exercise of its functions and the management of any associated
risks.

The Authority has continued to develop its corporate governance arrangements
in line with its programme of work and in particular the roll-out during the year
of its respective Executive Boards which have been set up to deliver against
key strategic outcomes. The governance arrangements being developed will
comply with the principles of the Chartered Institute of Public Finance and
Accountancy (CIPFA) / Society of Local Authority Chief Executives (SOLACE)
Framework Delivering Good Governance in Local Government. A copy of
the Authority’s Constitution is available on its website at
www.southyorks.gov.uk.

The Authority acknowledges that good governance arrangements are the basis
upon which it is able to establish policies and ultimately the efficient delivery of
its services and programme of work to communities within the city region. For
good governance to be truly effective it must be robust yet permissive and be
able to be adapted swiftly to changing circumstances. Public bodies such as
the Combined Authority must be responsive to developments in services, public
expectations and the actions of other stakeholders. The Annual Governance
Statement offers reassurance in part and highlights where improvements are
being made, so that a comprehensive and effective governance framework is in
place.

The Purpose of the Governance Framework

The governance framework evidences the systems, processes, culture and
values, by which the Authority directs and controls the activities it is
accountable for in order to provide an effective service to the Sheffield City
Region.

17
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The system of internal control is a significant part of the Framework and the
Authority has established a Risk Management Strategy such that strategic risks
have been managed efficiently and effectively and taking account of systems
and processes in place of those partner authorities charged with governance
responsibilities. Whilst it is not possible to eliminate all risk when delivering the
Authority’s policies, aims and objectives, it is intended to provide reasonable
assurance of the effectiveness of the arrangements in place. The system of
internal control is based on an evolving process designed to identify and
prioritise the risks to the achievement of the Authority’s policies, aims and
objectives and to evaluate the likelihood of those risks being realised and any
likely impact. Once identified, the Authority will seek to manage them
transparently, effectively and economically.

Since its inception in April 2014, the Authority’s Constitution has continued to
evolve in line with its programme of work. It was acknowledged at the time that
the Combined Authority’s Corporate Governance Framework would be ‘work in
progress’ but that sound systems and processes required implementation as
soon as was practically possible.

The Governance Framework

Context

The key elements of the governance framework, its systems and processes,
are outlined below.

The Sheffield City Region Combined Authority comprises the areas of nine local
authorities:

Constituent Authorities

Barnsley Metropolitan Borough Council;
Doncaster Metropolitan Borough Council,
Rotherham Metropolitan Borough Council;
Sheffield City Council;

Non-Constituent Authorities

Bassetlaw District Council,

Bolsover District Council;

Chesterfield Borough Council;

North East Derbyshire District Council;

Derbyshire Dales District Council
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Its remit is to coordinate and drive forward economic regeneration and transport
initiatives for the benefit of citizens and the business community within its
boundaries. Transport functions were previously the responsibility of the former
South Yorkshire Integrated Transport Authority.

The natural and economic geography of the region has been reflected in the
way the Authority does business. There has been a long standing approach to
collaborative working amongst the partner authorities firstly through the
Sheffield City Region Forum, which subsequently became the SCR Local
Enterprise Partnership and in turn aligned with the SCR Leaders Group.

Devolution Deal

The functions and powers of the Combined Authority provide for a stable and
effective governance function in support of key strategic policy areas; economic
development, regeneration and transport. The Authority’s objective, working in
tandem with central Government, is to see greater devolution of funding,
resources and functions to the city region. The Authority is pleased to announce
its agreed Devolution Deal with Government during the period. As part of the
process, two non-constituent members have signalled their intention to join the
Combined Authority. These members are Chesterfield and Bassetlaw Councils
The Devolution Deal will now be formalised in what is called a “Scheme” which
will set out how a new Mayoral Combined Authority will work and how the
Mayor’s powers will operate. Formal consultation on the Scheme will take place
from 27 June 2016 and the consultation results will then go to the Secretary of
State for approval. It will then follow agreed parliamentary process, which will
be complete by the end of 2016. Mayoral Elections will then take place in May
2017.

Structure

The Sheffield City Region Combined Authority comprises the Leaders and
Elected Mayor (Doncaster) of each of the nine councils which constitute the
body. It meets every six weeks and is aligned to a number of supporting
committees and boards which provide the expected degree of scrutiny and
challenge in formulating policy and driving key strategic decision-making.

The Authority’s Constitution and operating arrangements have been approved
by all nine member bodies and include terms of reference for the SCR
Transport Committee and the authority it has both delegated and referred to it.
The Constitution sets out the powers and functions of the Combined Authority,
including financial procedures, Member and officer Codes of Conduct, the
scheme of delegation to officers and arrangements for the operation of a
scrutiny and audit committee function.

The Scheme of Delegation provides for the day to day management and
oversight of services provided by the Authority. These include the
responsibilities of the Head of Paid Service, Clerk, Finance Director and
Monitoring Officer. This will expand further as the Authority formalises key work
streams and their operation. In further strengthening its governance structure
the Authority has implemented a Leader and Executive model for programme
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management which will maintain robust accountability whilst ensuring decisions
are taken in an efficient and timely manner.

In recognition of the evolving and expanding amount of business to be
transacted, the CA and LEP have agreed the creation of 5 thematic ‘Executive
Boards’ (Business Growth, Skills, Housing, Transport and Infrastructure). The
roles, remits and responsibilities for the Boards are detailed within the SCR
Constitution. Each Executive Board has a Business Plan agreed with the
Combined Authority and each is empowered to debate thematic matters in
detail on the CA / LEP’s behalf ahead of draft ‘resolutions’ being put to the CA
for endorsement.

Each Executive Board has 6 Board Members (2 x SCR Leaders, 2 x LEP
private sector Board members and 2 x SCR Chief Executives) and is supported
by an a number of local authority, private sector and other stakeholder advisory
attendees determined by the agenda for each meeting. All 6 Board Members
must agree matters unanimously or escalate a matter for consideration to the
CA.

SCR Transport Committee

The SCR Transport Committee is a joint committee of the Combined Authority
comprising all nine districts, (four constituent and five non-constituent
authorities) at present. The Transport Committee has oversight of a broad
programme of work which is carried out by the South Yorkshire Passenger
Transport Executive (its executive body), which includes scrutinising the
performance of a wide range of public transport operators, monitoring the
delivery of a significant capital programme, its revenue spend and overseeing
the delivery of a transformational transport policy programme. The Committee
has both referred and delegated responsibilities. In respect of the former, which
includes approving the revenue budget for transport and its capital programme,
the Committee advises the Combined Authority by way of recommendation for
approval or otherwise.

In addition to its transport functions, the Committee is responsible for oversight
of the South Yorkshire Passenger Transport Pension Fund in accordance with
statutory regulations. It appoints an external manager and an external advisor
to administer the Fund on its behalf. It is required to publish a Funding Strategy
and Statement of Investing Principles. During the last period under review
some difficulties in normal service provision as a result of the introduction of
new pensions’ administration software had been experienced but it is pleasing
to report these have been largely overcome. The has not resulted in significant
problems for those in receipt of pensions but given the issue it remains on the
Authority’s Governance Improvement Plan for the forthcoming year and
progress on its resolution reported to the Authority

The CA has appointed a Pension Fund Committee whose membership is
drawn from the former Passenger Transport Pension Fund Committee of the
former Integrated Transport Authority and who are now members of the
Transport Committee of the Combined Authority. A review of the arrangements
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for the management of the South Yorkshire Passenger Transport Pension Fund
has been undertaken to consider how the Authority should most appropriately
discharge its functions as Administering Authority for the Fund. The Authority
has a specific proposal to transfer oversight to the South Yorkshire Pensions
Authority as part of the pension pooling arrangements. The Authority has in
accordance with The Public Service Pensions Act 2013 established a Pensions
Board. For administrative efficiency this is a joint arrangement with the Local
Government Pension Scheme Board in South Yorkshire, given the day to day
management of the Fund is undertaken by the same body, South Yorkshire
Pensions Authority.

South Yorkshire ITA Properties Limited

SY ITA Properties Limited is wholly owned subsidiary company of the
Combined Authority. The Company’s main activity is property management and
disposal of the former Integrated Transport Authority’s property holdings. In
acknowledging the clear requirement to evidence due-diligence, officers have
sought to examine the relationship between the Combined Authority and SY
ITA Ltd and its efficiency as a means of supporting the Combined Authority.
The Authority’s Section 151 Officer commissioned both an external review of
the efficiency of the company and as a result the SCR agreed interim changes
to strengthen company governance and also to move to close the company and
bring the management of its assets in house and on balance sheet during
2016.

Overview and Scrutiny

The Authority has established an Overview and Scrutiny Committee comprising
14 Members drawn from each of the nine constituent and non-constituent
Member councils, reflective of political balance within the South Yorkshire City
Region.

Meetings are convened on a quarterly basis and provide scope for the work
programme and performance of the Combined Authority to be effectively
challenged. The Audit Committee was not formally constituted during 2014/15
and therefore has yet to meet.

Internal Audit

Barnsley MBC provides the internal audit service to the Combined Authority.
The Head of Internal Audit has liaised with the relevant statutory officers during
the year to assist in the development of governance arrangements and on the
adequacy and effectiveness of the Authority’s existing systems of internal
control. Arrangements for internal audit during 2015/16 have been difficult in
the context of the Authority developing its governance and control
arrangements. As a consequence, Internal Audit support has been largely
limited to advising statutory officers, assistance in developing the control, risk
and governance framework, the audit of South Yorkshire ITA Properties Limited
and work undertaken on the financial systems utilised by the Authority. A full
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programme of internal audit coverage has been discussed and planned for
2016/17.

The Head of Internal Audit’s annual assurance opinion is reproduced below
from his annual report to the Overview and Scrutiny Committee.

To be included in the final audited Statement of Accounts.
Audit Committee Arrangements

The Authority agreed that the distinct roles of the Overview and Scrutiny and
Audit Committees will be maintained and acknowledged that in terms of
efficiency, Audit Committee meetings will be convened at the rising of the
Scrutiny Committee, in effect utilising the same Membership. The two
Committees will have distinct and separate programmes of work. As stated
above, the audit committee has not met in 2014/15.

Sheffield City Region Local Enterprise Partnership

The Sheffield City Region Local Enterprise Partnership is a voluntary
partnership between the constituent and non-constituent local authorities and
the business community, playing a key role in determining local economic
priorities and growth. The Partnership is a key interface with central
Government and the City Region and offers policy advice and strategic
direction aligned with the objectives set out above. The Combined Authority
works closely with the LEP; the four local authority leaders and the Mayor of
Doncaster being members of both bodies.

Decision-making

All agendas and reports produced for meetings of the Combined Authority and
its associated Committees are issued to members and published online,
www.southyorks.gov.uk in accordance with statutory access to information
requirements. All meetings are held in public and meetings of the Transport
Committee are streamed (webcast) live over the internet.

Financial Management

A key responsibility of the Combined Authority is determining, agreeing and
monitoring appropriate budgets in order for it to be able to fulfill strategic
objective setting in the areas of economic development, regeneration and the
transport levy on constituent councils.

The Section 151 function is undertaken by the Executive Director of Resources,
Sheffield City Council on behalf of constituent and non-constituent authorities.
A framework for financial monitoring and an agreed reporting process has been
established. Internal control is based on Sheffield City Council’s financial
systems, which are well established and any identified risks managed in
accordance with City Council policies and procedures. So as to ensure
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absolute transparency, the Combined Authority’s funds and any financial
systems employed in administering them remain distinct from that of the City
Council. Whilst this provides a sound basis for internal control, the fast
increasing size and scope of the SCR’s business means that financial systems,
procedures and resources to support this need to be regularly reviewed.

Quarterly update reports incorporating all areas of corporate operation from
both a revenue and capital perspective are presented to the Authority for
challenge and scrutiny. The transport element of Authority spend is further
considered by the Transport Committee and appropriate recommendations
made to the Authority. The Section 151 officer has in addition made
presentations to the Scrutiny Committee to ensure an effective understanding
of the process is established and an appropriate degree of challenge takes
place moving forward.

The Head of Internal Audit has provided commentary in relation to the
operation of the Authority’s core financial systems.

Risk Management

The Combined Authority’s Audit Committee will be responsible for overseeing
the Authority’s approach to risk management and the establishment and
maintenance of its risk register. Statutory officers have ensured that corporate
risk has been managed appropriately in the first year of the Authority’s
operation aligned to their own ‘home’ authorities systems and processes.
During the period the Authority’s Officer Governance Assurance Group has
worked with colleagues from Barnsley MBC to establish a Risk Management
Strategy and system of monitoring for consideration and where necessary
challenge.

The Transport Committee, through the Passenger Transport Executive has a
well-established risk management strategy in place to provide corporate
oversight of its remit.

Managing Performance

The Strategic Economic Plan and Growth Deal set out how the Combined
Authority and Local Enterprise Partnership (LEP) will help transform the City
Region economy, deliver growth and jobs and in so doing drive up UK exports,
expertise and productivity.

Given the level of investment the City Region will be responsible for, it is vital
that robust programme management processes are further developed. Integral
to their success will be a clearly defined and communicated performance
management process, which acknowledges the work taking place across
distinct themes and provides scope for collective consideration of outputs and
outcomes.

A Performance Management Framework has been established. This features
an additional performance dashboard reporting facility which brings together all
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information from the various SCR funding streams and programmes, and
provides output and outcome information.

Review of Effectiveness

The Authority has responsibility for conducting an annual review of the
effectiveness of its governance framework. This includes consideration of
systems of internal control and arrangements for internal audit and assurance
statement from key officers. The review of effectiveness is informed by the work
of its senior officers with responsibility for the development and maintenance of
governance, its structures and processes. The process is further supported
through the production of the Head of Internal Audit's Annual Report and input
from the External Audit Team.

Significant Governance Issues 2015/16

The work of the Sheffield City Region Combined Authority has continued apace
and the development of a corporate governance framework that is fit for
purpose and acknowledges the principles of good governance has evolved
similarly.

The framework continues to develop in line with the exacting programme of
work the Authority is establishing in meeting its key operational objectives.
Partner bodies continue to ensure the Authority’s work programme is delivered
with due diligence and in accordance with statute and proper standards.

Councillor Sir Stephen Houghton CBE
Chairman, Sheffield City Region Combined Authority

David Smith
Interim Executive Director,
Sheffield City Region Combined Authority/Local Enterprise Partnership
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APPENDIX

The Sheffield City Region Combined Authority
Governance Improvement Plan 2015/16

Issue Action Required Responsible Date for
Officer Completion

Code of Establish a Code of Corporate Clerk to the August 2016
Corporate Governance in line with Authority
Governance acknowledge the principles of the

Chartered Institute of Public

Finance and Accountancy

(CIPFA) / Society of Local

Authority Chief Executives

(SOLACE) Framework Delivering

Good Governance in Local

Government.
Risk Establishing a robust Risk Clerk to the COMPLETE
Management Management process that is both | Authority

proportionate and provides

transparency in terms of how risk

is managed, monitored and

reported amongst all key

stakeholders.
Performance Establish a Performance Clerk to the COMPLETE
Management Management framework that Authority

provides scope for the necessary

degree of challenge and scrutiny

amongst all key stakeholders.
South Commission work to consider the | Section COMPLETE
Yorkshire ITA appropriateness of the current 151/Monitoring
Properties operation of the Company and Officer
Limited following consideration of all

options, establish a code of

corporate governance that is both

proportionate and provides the

necessary degree of assurance.
South Recovery of performance as a Clerk to the August 2016
Yorkshire result of the introduction of the Authority
Passenger software.
Transport

Pension Fund —
Administration
Software
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| Statement of Accounts

| Statement of Responsibilities

The Combined Authority’s Responsibilities

The Combined Authority is required to:

e Make arrangements for the proper administration of its financial affairs and to ensure
that one of its officers has the responsibility for the administration of those affairs.
That officer is the Executive Director of Resources.

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

e Approve the Statement of Accounts.

The Responsibilities of the Director of Finance
The Director of Resources is responsible for the preparation of the Combined
Authority’s Statement of Accounts in accordance with proper practices as set out in the

CIPFA Code of Practice on Local Authority Accounting in the United Kingdom (the
Code).

In preparing this Statement of Accounts, the Executive Director of Resources has:

e selected suitable accounting policies and then applied them consistently,
e made judgements and estimates that were reasonable and prudent, and

e complied with the Local Authority Code.
The Executive Director of Resources has also:

e kept proper accounting records, which were up to date, and

e taken reasonable steps for the prevention and detection of fraud and other
irregularities.
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| hereby certify that the Statement of Accounts on pages 28 - 132 gives a true and fair
view of the financial position of Sheffield City Region Combined Authority at 31 March
2016 and of its income and expenditure for the year ended 31 March 2016.

Eugene Walker
Director of Finance (Section 151 Officer)
27 May 2016
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| The Core Financial Statements

| Movement in Reserves Statement

This statement shows the movement in the year on the different reserves held by the
Combined Authority, analysed into usable reserves (i.e. those that can be applied to
fund expenditure or reduce local taxation) and other reserves.

The (Surplus) / Deficit on the Provision of Services line shows the true economic cost of
providing the Combined 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. The net (increase) /
decrease before transfers to earmarked reserves line shows the statutory General Fund
Balance before any discretionary transfers (to) or from earmarked reserves undertaken
by the Combined Authority.
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Movement in Reserves Statement
2015/16

Balances transferred in at 1 April 2015

Movement in reserves during 2015/16:
(Surplus) / deficit on provision of services
Total Comprehensive (Income) and
Expenditure

Adjustments between accounting basis and
funding basis under regulations

Net (increase) / decrease before transfers
to earmarked reserves

Transfers (to) / from earmarked reserves

(Increase) / decrease in year

Balance at 31 March 2016

Note
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(45,843) (6,068) 0 (5,343) (57,254) 110,733 53,479
(15,340) 0 0 0 (15,340) 0 (15,340)
(15,340) 0 0 0 (15,340) 0 (15,340)
3,537 0 0 0 3,537 (3,537) 0
(11,803) 0 0 0 (11,803) (3,537) (15,340)
51,112 (51,112) 0 0 0 0 0
39,309 (51,112) 0 0 (11,803) (3,537) (15,340)
(6,534) (57,180) 0 (5,343) (69,057) 107,196 38,139
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Movement in Reserves Statement
2014/15

Balances transferred in at 1 April 2014

Movement in reserves during 2014/15:
(Surplus) / deficit on provision of services
Total Comprehensive (Income) and
Expenditure

Adjustments between accounting basis and
funding basis under regulations

Net (increase) / decrease before transfers
to earmarked reserves

Transfers (to) / from earmarked reserves

(Increase) / decrease in year

Balance at 31 March 2015

Note
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T 0o T 0o n o O " oo 0 »nOo 0 nOo >0 O
e8¢ ggg £33 288 £€8 o88 288
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(7,580) (11,028) (9,648) (5,343) (33,599) 39,826 6,227
47,252 0 0 0 47,252 0 47,252
47,252 0 0 0 47,252 0 47,252
(80,555) 0 9,648 0 (70,907) 70,907 0
(33,303) 0 9,648 0 (23,655) 70,907 47,252
(4,960) 4,960 0 0 0 0 0
(38,263) 4,960 9,648 0 (23,655) 70,907 47,252
(45,843) (6,068) 0 (5,343) (57,254) 110,733 53,479
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| Comprehensive Income and Expenditure Statement

The Comprehensive Income and Expenditure Statement shows the accounting cost in
the year of providing services in accordance with generally accepted accounting
practices.

2014/15 2015/16
428 428 3eg 5 428 428 328
°2Q 253 2% 5 228 9258 “:2R%
(O] (OS] ° =z 0o O ° °
c c c c £ c
S s a S
n ] i i
38,260  (23,677) 14,583 Transport Planning Policy 33,167  (31,099) 2,068
and Strategy
39,904  (79,842) (39,938) Public Transport 67,429  (68,388) (959)
Coordination
72,900 0 72,900 Material ltem — Grant to the 7 0 0 0
PTE
151,064 (103,519) 47,545 Highways and Transport 100,596  (99,487) 1,109
Services
1,436 (1,602) (166) Planning Services Economic 14,311  (13,622) 689
Development
0 0 0 Transport for the North 3,303  (14,215) (10,912
335 (6) 329 Corporate and Democratic 360 0 360
Core
152,835 (105,127) 47,708 (Surplus)/ Deficit on 118,570 (127,324) (8,754)
Continuing Operations
1,387 Interest Payable 10 1,388
(1,326) Interest Receivable 10 (2,066)
(517) Taxation and Non-Specific 11 (5,908)
Grant Income
47,252 (Surplus) / Deficit on (15,340)
Provision of Services
47,252 Total Comprehensive (Income) and (15,340)
Expenditure
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Balance Sheet

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

Reserves are reported in two categories. The first category of reserves is 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. The second category of reserves is unusable reserves, i.e. those that the Authority
is not able to use to provide services. This category includes reserves that hold
unrealised gains and losses 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’.

As at As at

31 March 2015 31 March 2016
£000 Notes £000
6,186 Long Term Debtors 14 4,156
6,942 Long Term Investments 15 74,472
13,128 Long Term Assets 78,628
114,000 Short Term Investments 12 134,000
2,747 Short Term Debtors 16 14,394
74,814 Cash and Cash Equivalents 17 25,357
191,561 Current Assets 173,751
(684) Short Term Borrowing 18 (684)
(37,955) Short Term Creditors 19 (38,876)
0 Short Term Provisions 4)

(2,510) Capital Grants Receipts In Advance 30 (28,877)
(41,149) Current Liabilities (68,441)
(25,000) Long Term Borrowing 12 (25,000)
(192,019) Other Long Term Liabilities 20 (197,077)
(217,019) Long Term Liabilities (222,077)
(53,479) Net Assets / (Liabilities) (38,139)
(57,254) Usable Reserves 21 (69,057)
110,733 Unusable Reserves 22 107,196
53,479 Total Reserves 38,139
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The Unaudited Statement of Accounts for the Sheffield City Region Combined Authority
was approved and authorised for issue by the Executive Director of Resources, in
accordance with the Accounts and Audit (England) Regulations 2011, on 27 May 2016.

These financial statements may be amended following audit by KPMG LLP.

Eugene Walker

Director of Finance (Section 151 Officer)

Date 27 May 2016
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Cash Flow Statement

The Cash Flow statement shows the changes in cash and cash equivalents of the
Combined Authority during the reporting period. The statement shows how the
Combined 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 Combined Authority are funded by way of taxation and grant income or from the
recipients of services provided by the Combined Authority. Investing activities represent
the extent to which cash outflows have been made for resources which are intended to
contribute to the Combined 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 Combined Authority.

2014/15 2015/16
£000 Notes £000
(47,252) Net surplus or (deficit) on the provision of services 15,340
(24,745) Adjustment to surplus or (deficit) on the provision of services 23 (10,722)
for non-cash movements
(23,677) Adjustment for items included in the net surplus or (deficit) 23 (34,806)
on the provision of services that are investing and financing
activities
(95,674) Net cash flow from operating activities (30,188)
30,064 Investing activities 24 (24,327)
52,927 Financing activities 25 5,058
(12,683) Netincrease / (decrease) in cash and cash equivalents (49,457)
87,497 Cash and cash equivalents at 1 April 74,814
74,814 Cash and cash equivalents at 31 March 25,357
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| Notes to the Core Financial Statements

The following notes contain further information to that presented in the main statements.
They provide narrative descriptions, disaggregation of items presented in the
statements and information about items that do not qualify for recognition in the
statements.

| 1. Accounting Policies

. General Policies

The statements summarise the transactions of the Combined Authority, for 2015/16
financial year and its position at the year end of 31 March 2016. The Combined
Authority is required to prepare an annual Statement of Accounts in accordance with the
Accounts and Audit Regulations 2015. These regulations require the accounts to be
prepared in accordance with proper accounting practices. These practices primarily
comprise the CIPFA Code of practice on Local Authority accounting in the United
Kingdom 2015/16 and the CIPFA Service Reporting Code of Practice 2015/16,
supported by International Financial Reporting Standards (IFRS) and statutory guidance
issued under section 7 of the 2015 regulations.

The accounting convention adopted in the Statement of Accounts is principally historical
cost, modified by the revaluation of certain categories of nhon-current assets and
financial instruments. The accounts are prepared on the basis that the Combined
Authority is a going concern.

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:

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

e Revenue from the provision of services is recognised when the percentage of
completion of the transaction can be reliably measured and it is probable that
economic benefits or service potential associated with the transaction will flow to the
Combined 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 are recorded as expenditure when the
services are received, rather than when payments are made.

¢ Interest payable on borrowings and receivables on investments is accounted for
respectively as expenditure and income on the basis of the effective interest rate for
the relevant financial instrument rather than the cash flows fixed or determined by
the contract.
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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 there is evidence that debts are unlikely to be settled, the
balance of debtors is written down and a charge made to revenue for the income
that might not be collected.

e Materiality levels were set to determine the accruals to be taken at the end of the
financial year for certain low value revenue transactions. In these instances, the
change from year to year is recurring in nature and the sums involved have been
deemed not to be material compared with total income and expenditure.

[ll. Acquisitions and Discontinued Operations
Acquired Operations

All operations acquired in year will be treated in line with the Combined Authority’s
accounting policies and disclosed separately on the face of the Comprehensive Income
and Expenditure Statement.

Discontinued Operations

Any discontinued operations are disclosed separately on the face of the Comprehensive
Income and Expenditure Statement.

IV. 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. All deposits placed within instant
access call accounts, money market funds should be classified in the accounts as cash
equivalents due to these being highly liquid investments which offer instant access to
the funds and are therefore deposited to meet short term cash requirements. All fixed
term investments are not classified as cash equivalents as at the point of making the
deposit the Combined Authority is unable to convert these to cash until the maturity date
of the investment.

In the Group Statement of cash flows, cash and cash equivalents are shown net of bank
overdrafts.

V. Exceptional Items (Material Items of Income or Expense)

When items of income and expense are material, their nature and amount is disclosed
separately, either on the face of the Comprehensive Income and Expenditure Statement
or in the notes to the accounts. Where they are disclosed is dependent on how
significant the items are to an understanding of the Combined Authority’s financial
performance.

VI. Prior Period Adjustments, Changes in Accounting Policies and 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
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prospectively, i.e. in the 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 effects
of transactions, other events and conditions on the Combined 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.

VII. Events After the Reporting Period

Events after the reporting period 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 event can be identified:

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

e those that are indicative of conditions that arose after the reporting period — the
financial statements are 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.

e events taking place after the date of authorisation for issue are not reflected in the
financial statements.

VIIl. Financial Instruments
Financial assets

Financial assets are classified into two types:

¢ |oans and receivables — assets that have fixed or determinable payments but are not
guoted in an active market; and

e 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 Combined
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.
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The Combined Authority has transacted with its subsidiary property holding company
SYITA Properties Ltd in a manner that gives rise to soft loan accounting. This ‘loan’
arose as a result of a £6.3m dividend awarded by the company to its parent without
cash flowing at the award date. Instead, the cash associated with this dividend will be
paid over to the Combined Authority within 16 years of the award date.

When soft loans are made, a loss is recorded in the Comprehensive Income and
Expenditure Statement (debited to the appropriate service) for the present value of the
interest that will be foregone over the life of the instrument. This results in a lower
amortised cost than the outstanding principal. Interest is credited to the Financing and
Investment Income and Expenditure line in the Comprehensive Income and Expenditure
Statement at a marginally higher effective rate of interest than the rate receivable from
the voluntary organisations, with the difference serving to increase the amortised cost of
the loan on the Balance Sheet. Statutory provisions require that the impact of soft loans
on the General Fund Balance is the interest receivable for the financial year. The
reconciliation of amounts debited and credited to the Comprehensive Income and
Expenditure Statement to the net gain required against the General Fund Balance is
managed by a transfer to or from the Financial Instruments Adjustment Account in the
Movement in Reserves Statement.

Where assets are identified as impaired because of a likelihood arising from a past
event that payments due under the contract will not be made, the asset is written down
and a charge made to the relevant service (for receivables specific to that service) or
the Financing and Investment Income and Expenditure line in the Comprehensive
Income and Expenditure Statement. The impairment loss is measured as the difference
between the carrying amount and the present value of the revised future cash flows
discounted at the asset’s original effective interest rate.

Any gains and losses that arise on the de-recognition 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

Available for sale assets are recognised on the Balance Sheet when the Combined
Authority becomes a party to the contractual provisions of a financial instrument and are
initially measured and carried at fair value. Where the asset has fixed or determinable
payments, 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 amortised cost of the asset multiplied by the effective rate of interest for
the instrument. Where there are no fixed or determinable payments, income (e.g.
dividends) is credited to the Comprehensive Income and Expenditure Statement when it
becomes receivable by the Combined Authority.

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

¢ Instruments with quoted market prices — the market price.
e Other instruments with fixed and determinable payments — discounted cash flow
analysis.
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e Equity shares with no quoted market prices — independent appraisal of company
valuations.

The inputs to the measurement techniques are categorised in accordance with the

following three levels:

e Level 1 inputs — quoted prices (unadjusted) in active markets for identical assets that
the Combined Authority can access at the measurement date.

e Level 2 inputs — inputs other than quoted prices included within Level 1 that are
observable for the asset, either directly or indirectly.

e Level 3 inputs — unobservable inputs for the asset.

Changes in fair value are balanced by an entry in the Available for Sale Reserve and
the gain / loss is recognised in the (Surplus) / Deficit on Revaluation of Available for
Sale Financial Assets. The exception is where impairment losses have been incurred.
These are debited to the Financing and Investment Income and Expenditure line in the
Comprehensive Income and Expenditure Statement, along with any net gain or loss for
the asset accumulated in the Available for Sale Reserve.

Where assets are identified as impaired because of a likelihood arising from a past
event that payments due under the contract will not be made (fixed or determinable
payments) or fair value falls below cost, the asset is written down and a charge made to
the Financing and Investment Income and Expenditure line in the Comprehensive
Income and Expenditure Statement. If the asset has fixed or determinable payments,
the impairment loss is measured as the difference between the carrying amount and the
present value of the revised future cash flows discounted at the asset’s original effective
interest rate. Otherwise, the impairment loss is measured as any shortfall of fair value
against the acquisition cost of the instrument (net of any principal repayment and
amortisation).

Any gains and losses that arise on the de-recognition of the asset are credited or
debited to the Financing and Investment Income and Expenditure line in the
Comprehensive Income and Expenditure Statement along with any accumulated gains
or losses previously recognised in the Available for Sale Reserve. Where fair value
cannot be measured reliably, the instrument is carried at cost (less any impairment
losses).

Financial liabilities

Financial liabilities are recognised on the Balance Sheet when the Combined 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 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 on the instrument to the amount at which it was originally recognised.

For most of the borrowings, this means that the amount present in the Balance sheet is
the outstanding principal repayable and interest charged to the Comprehensive Income
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and Expenditure statement is the amount payable for the year according to the loan
agreement.

Gains and losses on the repurchase or early settlement of borrowing are credited and
debited to the Financing and Investment Income and Expenditure line in the
Comprehensive Income and Expenditure Statement in the year of re-purchase /
settlement. However, where re-purchase has taken place as part of a restructuring of
the loan portfolio that involves the modification or exchange of existing instruments, the
premium or discount is respectively deducted from or added to the amortised cost of the
new or modified loan and the write down to the Comprehensive Income and
Expenditure Statement is spread over the life of the loan by an adjustment to the
effective interest rate.

Where premiums and discounts have been charged to the Comprehensive Income and
Expenditure Statement, regulations allow the impact on the General Fund Balance to be
spread over future years. The Combined Authority has a policy of spreading the gain or
loss over the term that was remaining on the loan against which the premium was
payable or discount receivable when it was repaid. The reconciliation of amounts
charged to the Comprehensive Income and Expenditure Statement to the net charge
required against the General Fund Balance is managed by a transfer to or from the
Financial Instruments Adjustment Account (an unusable reserve), in the Movement in
Reserves Statement.

IX. Foreign Currency Translation

Where the Combined Authority has entered into a transaction denominated in a foreign
currency, the transaction is converted into sterling at the exchange rate applicable on
the date the transaction was effective. Where amounts in foreign currency are
outstanding at the year end, they are reconverted at the spot exchange rate as at 31
March. Resulting gains or losses are recognised in the Financing and Investment
Income and Expenditure line in the Comprehensive Income and Expenditure Statement.

X. Government Grants and Other Contributions

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

¢ the Combined 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 Combined 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 acquired using
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 on the Balance Sheet as liabilities. 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 (non-ring fenced
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revenue grants and all capital grants) in the Comprehensive Income and Expenditure
Statement.

When 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. Where the grant has yet to be used to finance capital expenditure,
it is posted to the Capital Grants Unapplied reserve. When 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.

XI. Inventories and Long Term Contracts

Inventories are included on the Balance Sheet at the lower of cost and net realisable
value.

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

Xll. Leases

Leases are classified as finance leases, where the terms of the lease substantially
transfer all 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 fulfilment of the
arrangement is dependent on the use of specific assets.

Operating Leases
The Combined Authority as Lessee

Rentals paid under operating leases are charged to the Comprehensive Income and
Expenditure Statement as an expense of the services benefiting 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).

The Combined Authority as Lessor

Where the Combined Authority grants an operating lease over a property or an item of
plant or equipment, the asset is retained on the Balance Sheet. Rental income is
credited to the Other Operating Expenditure line in the Comprehensive Income and
Expenditure Statement. Credits 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 premium paid
at the commencement of the lease). Initial direct costs incurred in negotiating and
arranging the lease are added to the carrying amount of the relevant asset and charged
as an expense over the lease term on the same basis as rental income.
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XlIll. Overheads and Support Services

All costs of management and administration have been fully allocated to services. The
basis of allocation for the main costs of management and administration are outlined

below:
Cost Basis of Allocation
Combined Authority Actual time spent by staff
Democratic Processes Actual costs

XIV. Provisions, Contingent Liabilities and Contingent Assets
Provisions

Provisions are made where an event has taken place that gives the Combined 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 in the year that the Group becomes
aware of the obligation, and 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 Comprehensive Income and Expenditure Statement.

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 obligation is settled.

Contingent Liabilities

A contingent liability arises where an event has taken place that gives a probable
obligation whose existence will only be confirmed by the occurrence or otherwise of
uncertain future events that are not wholly within the control of the Group. Contingent
Liabilities also arise in circumstances where a provision would otherwise be made but
either it is not possible 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 provides a probable
asset, whose existence will only be confirmed by the occurrence or otherwise of

uncertain events not wholly within the control of the Group.
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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.

XV. Redemption of Debt

The Combined Authority is required to set aside from revenue each year a minimum
amount for the redemption of debt. This sum is referred to as the Minimum Revenue
Provision (MRP).

It is the policy of the Combined Authority to provide for all capital expenditure incurred
after 2007 using the asset-life approach, aligning provisions for the repayment of debt to
the period over which economic benefit is provided by the assets created / improved.

All expenditure incurred pre-2007 will be provided for under the regulatory method at
4% of the outstanding balance of the Capital Financing Requirement (CFR).

XVI. Reserves

Specific amounts are set aside as reserves for future policy purposes or to cover
contingencies. Reserves are created by appropriating amounts out of the General Fund
Reserve in the Movement in Reserves Statement. When the expenditure to be financed
from a reserve is incurred, it is charged to the appropriate service in that year to score
against the (Surplus) / Deficit on the Provision of Services in the Comprehensive
Income and Expenditure Statement.

Certain reserves are kept to manage the accounting processes for non-current assets
and retirement benefits and do not represent usable resources for the Group. These
reserves are explained in the relevant policies.

XVII. Revenue Expenditure Funded from Capital under Statute

Expenditure incurred during the year that may be capitalised under statutory provisions
but that does not result in the creation of a non-current asset that has been charged as
expenditure to the relevant service in the Comprehensive Income and Expenditure
Statement in the year. Where the Combined Authority has determined to meet the cost
of this expenditure from existing capital resources or by borrowing, a transfer in the
Movement in Reserves Statement from the General Fund Balance to the Capital
Adjustment Account then reverses out the amounts charged so that there is no impact
on the levy charged.

XVIIl. Value Added Tax (VAT)
The Combined Authority is a Section 33 VAT body and recovers all of its input VAT
where possible. VAT is excluded from both income and expenditure where it can be
recovered.
XIX. Fair Value Measurement
The Combined Authority measures some of its non-financial assets such as surplus

assets and investment properties and some of its financial instruments such as equity
shareholdings at fair value at each reporting date. Fair value is the price that would be

43



Sheffield City Region Combined Authority — Statement of Accounts 2015/16

received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date. The fair value measurement assumes
that the transaction to sell the asset or transfer the liability takes place either:

e in the principal market for the asset or liability, or
e in the absence of a principal market, in the most advantageous market for the asset
or liability.

The Combined Authority measures the fair value of an asset or liability using the
assumptions that market participants would use when pricing the asset or liability,
assuming that market participants act in their economic best interest.

When measuring the fair value of a non-financial asset, the Combined Authority takes
into account a market participant’s ability to generate economic benefits by using the
asset in its highest and best use or by selling it to another market participant that would
use the assets in its highest and best use.

The Combined Authority uses valuation techniques that are appropriate in the
circumstances and for which sufficient data is available, maximising the use of relevant
observable inputs and minimising the use of unobservable inputs.

Inputs to the valuation techniques in respect of assets and liabilities for which fair value
is measured or disclosed in the Combined Authority’s financial statements are
categorised within the fair value hierarchy, as follows:

e Level 1 — quoted prices (unadjusted) in active markets for identical assets that the
Combined Authority can access at the measurement date.

e Level 2 —inputs other than quoted prices included within Level 1 that are observable
for the asset, either directly or indirectly.

e Level 3 —unobservable inputs for the asset.

| 2. Accounting Standards that have been issued but have not yet been adopted

The Code of Practice on Local Authority Accounting in the United Kingdom 2016/17 (the
Code) has introduced several changes in accounting policy as a result of amendments
to the following Accounting Standards. These standards have been issued but have not
yet been adopted by the Combined Authority. If these had been adopted for the
financial year 2015/16 there would be no material change, as detailed below.

Annual Improvements to IFRSs (2010 — 2014 Cycles)

The following issues included in the Code amendment, relate to the Annual
Improvement Cycles to IFRSs:

2010-2012 Cycle:

e |FRS 3 Business Combinations — scope of exceptions for joint ventures
¢ [FRS 7 Financial Instruments: Disclosures — servicing contracts
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e |FRS 8 Operating Segments — aggregation of operating segments and reconciliation
of the total reportable segments’ assets to the entity’s assets
e |FRS 13 Fair Value — short-term receivables and payables

2012-2014 Cycle:

e |AS 16 Property Plant & Equipment — revaluation method — proportionate
restatement of accumulated depreciation

e |AS 24 Related Party Disclosures — key management personnel

e |AS 38 Intangible Assets — revaluation method; proportionate restatement of
accumulated amortisation.

Amendments to IFRS 11 Joint Arrangements

This amendment relates to the accounting for the acquisition of an interest in a joint
operation that constitutes a business, as defined in IFRS 3 Business Combinations. The
Combined Authority has not acquired any joint operations that meet the definition in
2015/16.

Amendment to IAS 1 Presentation of Financial Statements

The amendments to the Code clarify, rather than significantly change, existing IAS 1
requirements, mainly:

e Materiality and order of the notes — flexibility in presentation, with emphasis on
understandability and comparability

e Disaggregation and subtotals permitted for the Balance Sheet

e Accounting Policies — minor changes to the description

Changes to the format of the Comprehensive income and Expenditure Statement,
the Movement in Reserves Statement and the introduction of the new Expenditure
and Funding Analysis

In 2016/17, there will be further changes to the presentation of the financial statements
in two key areas:

e Reporting on an organisational basis, breaking the mandatory link between the
Service Reporting Code of Practice (SeRCOP) and the Comprehensive Income and
Expenditure Statement (CIES).

¢ Introduction of a new Funding Analysis as part of the narrative report, to provide a
direct reconciliation between funding and budget, and the CIES, in a way that is
accessible to the lay-reader. The Funding Analysis will be supported by a
streamlined Movement in Reserves Statement (MiRS) and replaces the current
segmental reporting note.
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3. Critical Judgements in Applying Accounting Policies

In applying the accounting policies set out in Note 1, the Combined Authority has had to

make certain judgements about complex transactions or those involving uncertainty
about future events.

On 1 April 2014, by order of Parliament, the Combined Authority was established. The
powers, functions, competencies, assets and liabilities of the former South Yorkshire
Integrated Transport Authority (SYITA) were transferred, together with further
responsibilities for the Local Enterprise Partnership.

Opening balances for the new Combined Authority have been drawn from the records of

SYITA, South Yorkshire Joint Secretariat, SYPTE and Barnsley MBC. The Combined

Authority has placed reliance on the audited accounts and working papers from each of

these bodies to report in this Statement of Accounts.

The opening balance sheet shows the position at 1 April 2014 on the creation of the

new Combined Authority, rather than the closing position of the previous entities for the

preceding year.

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 Combined Authority about the future that are otherwise uncertain.
Estimates are made taking into account historical experience, current trends and other
relevant factors. The items in the Combined Authority’s Balance Sheet at 31 March
2016 for which there is a significant risk of material adjustment in the forthcoming
financial year are as follows:

As with all public sector bodies, the Combined Authority faces significant uncertainty
about the future levels of Government funding. These challenges are being managed,

by establishing across the Group, coordinated business planning processes and robust

monthly budget monitoring and reporting, to ensure assets and liabilities are managed
to produce the best outcomes for the Group.

In the Group accounts, assets and liabilities measured by fair value (e.g. non-current
assets, pension assets and liabilities, financial instruments) are revalued by engaging
suitable experts. Estimation techniques and assumptions about the future, such as
inflation forecasts and future market conditions, are made in arriving at valuations and
could be subject to change, for which there is a risk of adjustment in the following
financial year.

5. Prior Period Adjustments

2015/2016

In 2015/16 no prior period adjustments were required to the Combined Authority’s
Statement of Accounts.

46




Sheffield City Region Combined Authority — Statement of Accounts 2015/16

2014/2015

In 2014/15 no prior period adjustments were required to the Combined Authority’s
Statement of Accounts.

6. Events After the Reporting Date

The Unaudited Statement of Accounts was authorised for issue by Eugene Walker,
S151 Officer for the Combined Authority on 27 May 2016. 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 2016, the
figures in the financial statements and notes have been adjusted in all material respects
to reflect the impact of this information.

7. Material Items of Income and Expense

2015/2016

There were no exceptional items in 2015/16.

2014/2015

South Yorkshire Passenger Transport Executive (SYPTE)

During financial year 2014/15 the Combined Authority awarded a capital grant to its
operating subsidiary - South Yorkshire Passenger Transport Executive (SYPTE) - to the
value of £72.9m.

This grant resourced past capital expenditure incurred by SYPTE (principally in relation
to the Sheffield Supertram development) that could otherwise have been funded
directly, and at the time of defrayal, by the Combined Authority and its predecessor the
Integrated Transport Authority.

The capital liability the award of this grant creates at the Combined Authority will be
recovered through Minimum Revenue Provision (MRP) charges, made in line with the
useful economic lives of the assets created by the initial expenditure. Reviews of these
asset-lives have been commissioned from external surveyors.

In awarding the grant the Combined Authority and SYPTE better align provisions for
repayment of capital liabilities to the period over which the assets provide economic
benefit to the region.

8. Adjustments Between Accounting Basis and Funding Basis Under
Regulations

This note details the adjustments, shown in the Movement in Reserves Statement, that
are made to the total Comprehensive Income and Expenditure recognised by the
Combined Authority in the year in accordance with proper accounting practice to the
resources that are specified by statutory provisions as being available to the Combined
Authority to meet future capital and revenue expenditure.
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2015/16
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Reversal of items debited or credited to the
CI&ES:
Capital grants and contributions credited to the 34,806 0 34,806 (34,806) 0
CI&ES
Application of grants and contributions to capital 0 0 0 0) 0
financing from the Capital Grants Unapplied
Reserve
Revenue expenditure funded from capital under (34,806) 0 (34,806) 34,806 0
statute
Insertion of items not debited or credited to the
CI&ES:
Statutory provision for repayment of debt (MRP) 3,537 0 3,537 (3,537) 0
Total 3,537 0 3,537  (3,537) 0
2014/15 - Comparative Information
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Reversal of items debited or credited to the
CI&ES:
Capital grants and contributions credited to the 23,677 0 23,677 (23,677) 0
CI&ES
Application of grants and contributions to capital 0 9,648 9,648  (9,648) 0
financing from the Capital Grants Unapplied
Reserve
Revenue expenditure funded from capital under (106,225) 0 (106,225) 106,225 0
statute
Insertion of items not debited or credited to the
CI&ES:
Statutory provision for repayment of debt (MRP) 1,993 0 1,993 (1,993) 0
Total (80,555) 9,648 (70,907) 70,907 0
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9. Transfers (to) / from Earmarked Reserves

This note sets out the amounts set aside from the General Fund balance in earmarked
reserves to provide financing for future expenditure plans and the amounts posted back
from earmarked reserves to meet General Fund expenditure during the year.
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General Fund:
Revenue Grants and
Contributions:
- LSTF Revenue Reserve 21 (4,870) 4,870 0 4,870 0 0 0 0 0
- Transport for the North 21 0 0 0 0 0 0 (10,912) (10,912) (10,912)
Other Earmarked Revenue
Reserves:
- PFI Revenue Reserve 21 (6,158) 1,500 (1,410) 90 (6,068) 2,000  (1,408) 592  (5,476)
- Local Growth Fund 21 0 0 0 0 0 131 (4,000) (3,869) (3,869)
- Levy Reduction Reserve 21 0 0 0 0 0 0 (36,923) (36,923) (36,923)
Total (11,028) 6,370 (1,410) 4,960 (6,068) 2,131 (53,243) (51,112) (57,180)

| 10.Financing and Investment Income and Expenditure

The following table provides a breakdown of Financing and Investment Income and
Expenditure:

31March 31 March
2015 2016
£000 £000
1,387 Interest Payable and similar charges 1,388
(1,326) Interest receivable and similar income (2,066)
61 Total (678)

| 11. Taxation and Non Specific Grant Income \

The following table provides a breakdown of Taxation and Non Specific Grant Income:

31 March 31 March
2015 2016
£000 £000

0 LGF Funding from DCLG (4,000)
(517) LEP Core Funding from DCLG (500)
0 PFI Grant From DCLG (1,408)
(517) Total (5,908)
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12. Financial Instruments

The borrowings and investments disclosed in the Balance Sheet are made up of the
following categories of financial instruments:

Current Long Term Current Long Term
31 March 31 March 31 March 31 March
2015 2015 2016 2016
£000 £000 £000 £000

0 25,000 Financial liabilities at amortised cost 0 25,000

0 25,000 Total other long term liabilities 0 25,000
114,000 0 Loans and receivables 134,000 68,000
74,814 0 Cash and Cash Equivalents 25,740 0
188,814 0 Total investments 159,740 68,000
6,186 Soft Loans Provided 4,156

Under accounting requirements the carrying value of the financial instrument value is
shown in the Balance Sheet. This includes the principal amount borrowed or lent and
further adjustments for breakage costs or stepped interest loans (measured by an
effective interest rate calculation) including accrued interest. Accrued interest is shown
separately in current assets / liabilities where the payments / receipts are due within one
year. The effective interest rate is effectively accrued interest receivable under the
instrument, adjusted for the amortisation of any premiums or discounts reflected in the
purchase price.

The Combined Authority is owed £4.2m (£6.7m in 2014/15) in a dividend receivable
from SYITA Properties Limited, a subsidiary company. A dividend of £6.7m was
declared in 2008 and £2.5m was paid during the year leaving £4.2m outstanding at 31st
March 2015.The outstanding dividend is treated as a soft loan to a subsidiary.

The present value of the loan is calculated as the present value of all future cash
receipts discounted using the prevailing market rate of interest at which the authority
could borrow for a loan with similar terms. The appropriate Public Works Loan Board
(PWLB) Interest rate is 3.22% (3.92% in 2014/15) which has been used to calculate the
present value of the loan. The detailed soft loan information is shown in the table below:

31 March 31 March 2016
2015

£000 £000

6,700 Opening Balance 6,186

(514) Less Discounted Amount (44)

0 Less Dividend Payment (2,500)

0 Fair Value Adjustment 514

6,186 Balance Carried Forward 4,156

6,186 Nominal Value 4,156
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Financial Instrument Gain / Losses

The Financial Instrument gains and losses recognised in the Comprehensive Income
and Expenditure Statement are:

2014/15 2015/16
Financial Financial Total Financial Financial Total
Liabilities Assets Liabilities Assets
Loans and Loans and
receivable receivable
£000 £000 £000 £000 £000 £000
(1,387) 0 (1,387) Interest (1,388) 0 (1,388)
expense
0 0 0 Intereston 0 0 0
PFI scheme
liabilities
(1,387) 0 (1,387) Interest (1,388) 0 (1,388)
payable and
similar
charges
Interest
0 1,326 1,326 income 0 2,066 2,066
0 1,326 1,326 Interest and 0 2,066 2,066
investment
income
(1,387) 1,326 (61) Netgain/ (1,388) 2,066 678
(loss) for
the year

Fair Value of Assets and Liabilities Carried at Amortised Cost

The borrowings and investments disclosed in the Balance Sheet are shown at
amortised cost. Their fair value can be assessed by calculating the net present value

(NPV) of the cash flows that take place over the remaining life of the instruments which

provides an estimate of the value of payments in the future in today’s terms. The
calculations have been made using the following assumptions:

e The discount rate used were the market rates as at 31 March (using bid prices
where applicable) for instruments with the same duration (i.e. equal to the

outstanding period from valuation date to maturity), loan structure and terms as that

of the comparable instrument.

e For loans from the PWLB payable, new borrowing rates from the PWLB have been

applied to provide the fair value under PWLB debt redemption procedures. This is
because the premature repayment rate includes a margin which represents the
lender’s profit as a result of rescheduling the loan, which is not included in the fair
value calculation since any motivation other than securing a fair price should be
ignored.

e For non-PWLB loans payable, PWLB prevailing market rates have been applied to

provide the fair value under PWLB debt redemption procedures.
e As the purpose of the fair value disclosure is to provide a comparison with the
carrying value in the Balance Sheet, accrued interest has been included in the fair
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valuation calculation as this is also reflected in the carrying amount. The accrued
interest figure is calculated up to and including the valuation date.

e For loans receivable, the prevailing benchmark market rates have been used to
provide the fair value.

e No early repayment or impairment has been recognised.

e Interestis calculated using the most common market convention ACT/365 (366 days
in a leap year with the exception of PWLB which are charged on a 365 day basis
regardless of leap years).

e Where an instrument has a maturity of less than 12 months, the fair value is taken to
be the carrying amount.

e Where interest is paid / received every 6 months on a daily basis, the value of
interest is rounded to 2 equal instalments.

e For fixed term deposits it is assumed that interest is received on maturity, or
annually if duration is > 1 year.

e The interest value and date has not been adjusted where a relevant date occurs on
a non-working day.

The fair values calculated are:

31 March 31 March 31 March 31 March
2015 2015 2016 2016
Carrying Fair Value Carrying Fair Value
Amount Amount
£000 £000 £000 £000
(25,000) (32,628) PWLB debt (25,000) (32,712)
(25,000) (32,628) Total Financial Liabilities (25,000) (32,712)

The table above reflected the aggregate position of Combined Authority’s loan portfolio
as at the Balance Sheet date. The fair value is greater than the carrying amount
because the Combined Authority’s portfolio of loans includes a number of fixed rate
loans where the interest rate payable is higher than the rates applicable to similar loans
in the market at the Balance Sheet date. This commitment to pay interest above current
market rate increases the amount that the Combined Authority would have to pay (in
terms of premiums etc.) if the lender requested or agreed to early repayment of the
loans.

The fair value of the PWLB loans of £32.7m measures the economic effect of the terms
agreed with the PWLB compared with estimates of the terms that would be offered for
market transactions undertaken at the Balance Sheet date. The difference between the
carrying amount and the fair value measures the additional interest that the authority will
pay over the remaining terms of the loans under the agreement with the PWLB against
what would be paid if the loans were at the prevailing market rates.

However, the Combined Authority has a continuing ability to borrow at concessionary
rates from the PWLB rather than the markets. A supplementary measure of the
additional interest that the Combined Authority will pay as a result of its PWLB
commitments for fixed rate loans is to compare the terms of these loans with the new
borrowing rates available from the PWLB. If a value is calculated on this basis, the
carrying amount of £25.0m would be valued at £32.7m. But, if the Combined Authority
were to seek to avoid the projected loss by repaying the loans to the PWLB, the PWLB
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would raise a penalty charge for early redemption in addition to charging an additional
premium for the additional interest that will now not be paid. The exit price for the PWLB
loans, based on premature repayment rates including the penalty charge, would be
£36.2m.

31 March 31 March 31 March 31 March
2015 2015 2016 2016
Carrying Fair Value Carrying Fair Value
Amount Amount
£000 £000 £000 £000
114,000 114,290 Total Loans and Receivables 134,611 134,709
114,000 114,290 Total 134,611 134,709

The Combined Authority held a number of fixed term investments with durations of up to
364 days with banks and other financial institutions totalling £90m.

The Combined Authority also has a number of fixed term investments with Local
Authorities totalling £44m.

Other deposits were held in instant access deposit accounts and Money Market Funds
(MMFs) and are classed as Cash or Cash Equivalents.

| 13. Nature and Extent of Risks Arising from Financial Instruments

Key Risks

The Combined Authority’s activities expose it to a variety of financial risks. The key risks
are:

e Credit Risk - The possibility that other parties might fail to pay amounts due to the
Combined Authority.

e Liquidity Risk - The possibility that the Combined Authority might not have funds
available to meet its commitments to make payments.

e Re-financing Risk - The possibility that the Combined Authority might be required to
renew a financial instrument on maturity at disadvantageous interest or terms.

e Market Risk - The possibility that financial loss might arise for the Combined
Authority as a result of changes in such measures as interest rates and stock market
movements.

Overall Procedures for Managing Risk

The Combined Authority’s overall risk management procedures focus on the
unpredictability of financial markets and implementing restrictions to minimise these
risks. The procedures for risk management are set out through a legal framework set
out in the Local Government Act 2003 and the associated regulations. These require
the Combined Authority to comply with the CIPFA Prudential Code, the CIPFA Code of
Practice on Treasury Management in the Public Services and investment guidance
issued through the Act. Overall these procedures require the Combined Authority to
manage risk in the following ways:
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e By formally adopting the requirements of the CIPFA Code of Practice on Treasury
Management.

e By the adoption of a Treasury Policy Statement and treasury management clauses
within the Combined Authority’s Financial Regulations / Standing Orders /
Constitution.

e By approving annually in advance prudential indicators for the following three years
limiting:

o The Combined Authority’s overall borrowing.

o The maximum and minimum exposures to fixed and variable rates.

o The maximum and minimum exposure in regard to the maturity structure of
debt.

o The maximum annual exposures to investments maturing beyond a year.

e By approving an investment strategy for the forthcoming year setting out the criteria
for both investing and selecting investment counterparties in compliance with the
Government guidance.

The prudential indicators are reported and approved as part of the Combined Authority’s
annual budget setting process. These items are reported with the annual treasury
management strategy which outlines the detailed approach to managing risk in relation
to the Combined Authority’s financial instrument exposure. Actual performance is also
reported six monthly and annually to Members.

The Combined Authority maintains written principles / policies (the Treasury
Management Practices or TMPs) for overall risk management, covering specific areas,
such as interest rate risk, credit risk and the investment of surplus cash. These TMPs
are a requirement of the Code of Practice which are updated and implemented by the
Treasury Management and Banking team.

Credit Risk

Credit risk arises from deposits with banks and financial institutions, as well as credit
exposures to the Combined Authority’s customers. Deposits are not made with banks
and financial institutions unless they meet the minimum requirements of the Combined
Authority’s investment criteria.

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, in accordance with the Fitch, Moody’s and Standards & Poor’s Credit
Rating Services. The Annual Investment Strategy also considers maximum amounts
and time limits with a financial institution located in each category.

The Combined Authority adopts a counterparty list based on a model provided by
Capita Asset Services using credit ratings from all three rating agencies (Fitch, Moody’s
and Standard & Poor’s) and also using the following information:

e Credit updates and credit outlooks from credit rating agencies.
e Credit Default Swap spreads to give early warning of likely changes in credit ratings
(a CDS is the market perception of credit risk for financial institutions).

54



Sheffield City Region Combined Authority — Statement of Accounts 2015/16

e Sovereign ratings to enable the Combined Authority to only select counterparties
from the most creditworthy countries.

This modelling approach combined credit ratings, credit updates, credit outlooks and
CDS spreads in a weighted scoring system which indicated the relative creditworthiness
of counterparties. From this the Combined Authority was able to determine the
maximum amounts and durations to invest with institutions. This approach ensured that
the Combined Authority only invested with the very highest rated institutions, from
countries with a strong creditworthiness.

The credit rating of counterparties is monitored regularly. The Combined Authority is
alerted to changes to ratings by all three agencies through its use of the Capita Asset
Service’s creditworthiness service. On occasions ratings were downgraded when an
investment had already been made. The criteria used are such that minor downgrades
are extremely unlikely to affect the full receipt of the principal and / or interest.

If a downgrade resulted in the counterparty / investment scheme no longer meeting the
Combined Authority’s minimum criteria, it was immediately removed from the list. New
counterparties which met the criteria were also added to the list.

In addition to the use of Credit Ratings the Combined Authority is advised of information
in movements in Credit Default Swaps (CDS) against a defined benchmark range (the
iTraxx benchmark) and other market data on a weekly basis. Changes in the CDS
outside of the benchmark would potentially result in the downgrade of an institution or
removal from the Combined Authority’s lending list.

Sole reliance was not placed on the use of this model. In addition the Combined
Authority also used market data and market information, information on government
support for banks and the credit ratings of the government that supports them to inform
decisions on which institutions to invest with.

The following analysis summarises the Combined Authority’s potential maximum
exposure to credit risk as at 31 March 2016, based on experience of default assessed
by the rating agencies and the Combined Authority’s past experience, adjusted to reflect
current market conditions.
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Amount at
31 March
2016
£000
Deposits with
AAA rated counterparties 20,514
AA+ rated counterparties 112,000
A rated counterparties 50,000
A- rated counterparties 20,215
BBB rated counterparties 25,000
227,729

Historical
Experience
of Default

0%
0%
0%
0%
0%

Adjustment
for
conditions at
31 March

0.000%
0.163%
0.007%
0.001%
0.040%

Estimated
Maximum
Exposure to
Default
£000

0

183

4
0
10
197

As per the Code guidance the percentage for financial instruments in terms of both historical default are calculated by
looking at the Combined Authority’s actual experience of default rather than the general position in the market. In the
case of the Combined Authority there has been no past experience of default. The adjustment for conditions at 31
March 2016 reflects the risk on this deposit at that date as determined by Credit Rating Agencies.

As at 31 March 2016 the Combined Authority held £90m in fixed term deposits with
banks and other financial institutions. At 31 March 2016, the default risk attached to
these deposits ranged between 0.00% and 0.04% (with the latter being with Royal Bank
of Scotland who are partly owned by the UK Government). The Combined Authority
also held £112m in fixed term investments with other Local Authorities — of which £68m

are longer term investments.

Other funds held at the year end (£25.7m) were deposited with AAA Money Market
Funds (MMF) and an instant access account. As these funds offer instant access these

deposits have been classified as Cash and Cash Equivalents in the accounts.

The table below shows that the Combined Authority’s outstanding investment balance
(excluding investments classified as cash and cash equivalents) as at 31 March 2016
was £202m (including £68m in Long Term Investments), and at 1 April 2015 the

outstanding balance was £114m (nil in Long Term Investments).

31 March 2016

Financial Institution Rating of Country Amount
Counterparty
£000
Local Authorities AA+ UK 112,000
Barclays Bank plc A- UK 10,000
Leeds Building Society A- UK 5,000
Lloyds Bank plc A UK 20,000
Nationwide Building Society A UK 15,000
Royal Bank of Scotland plc BBB+ UK 25,000
Santander UK plc A UK 15,000
31 March 2015 — Comparative Information
Financial Institution Rating of Country Amount
Counterparty
£000
Local Authorities AA+ UK 84,000
Lloyds Bank plc A UK 15,000
Santander UK plc A UK 15,000

No credit limits were exceeded during the reporting period and the Combined Authority
does not expect any losses from non-performance by any of its counterparties in

relation to its deposits.
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During the reporting period the Combined Authority held no collateral as security.
The Combined Authority had no impairment on its investment portfolio during the year.

Liquidity Risk

The Combined Authority has ready access to borrowings from the Money Markets to
cover any day to day cash flow needs and whilst the PWLB provides access to longer
term funds, it also acts as a lender of last resort to the Combined Authority (although it
will not provide funding to a Combined Authority whose actions are unlawful). The
Combined Authority is also required to provide a balanced budget through the Local
Government Finance Act 1992, which ensures sufficient monies are raised to cover
annual expenditure. There is therefore no significant risk that the Combined Authority
will be unable to raise finance to meet its commitments under financial instruments.

The Combined Authority manages its liquidity position through the risk management
procedures above (the setting and approval of prudential indicators and the approval of
the treasury and investment strategy reports), as well as through cash flow
management procedures required by the Code of Practice. This ensures that cash is
available when needed.

All sums owing to the Combined Authority from funds deposited in MMFs and instant
access accounts is £25.7m as at 31 March 2016 and offer instant repayment.

Refinancing and Maturity Risk

The Combined Authority maintains a significant debt and investment portfolio. Whilst the
cash flow procedures above are considered against the refinancing risk procedures,
longer term risk to the Combined Authority relates to managing the exposure to
replacing financial instruments as they mature. This risk relates to both the maturing of
longer term financial liabilities and longer term financial assets.

The approved prudential indicator limits for the maturity structure of debt and the limits
placed on investments placed for greater than one year in duration are the key
parameters used to address this risk. The Combined Authority approved treasury and
investment strategies address the main risks and the Treasury Management and
Banking team address the operational risks within the approved parameters. This
includes:

e Monitoring the maturity profile of financial liabilities and amending the profile through
either new borrowing or the rescheduling of the existing debt.

¢ Monitoring the maturity profile of investments to ensure sufficient liquidity is available
for the Combined Authority’s day to day cash flow needs and the spread of longer
term investments provide stability of maturities and returns in relation to the longer
term cash flow needs.
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The maturity analysis of financial liabilities is:

2014/15 2015/16
Principal Accrued Principal Principal Accrued Principal
Interest plus Interest plus
Interest Interest
£000 £000 £000 £000 £000 £000
8,000 0 8,000 Between five and 12,000 0 12,000
ten years
17,000 0 17,000 More than ten 13,000 0 13,000
years
25,000 0 25,000 Total 25,000 0 25,000
The maturity analysis of financial assets is:
2014/15 2015/16
Principal Accrued Principal Principal Accrued Principal
Interest plus Interest plus
Interest Interest
£000 £000 £000 £000 £000 £000
114,000 237 114,237 Less than one 134,000 611 134,611
year
0 0 0O Betweenlé&?2 3,000 0 3,000
years
0 0 0 Between2&5 20,000 0 20,000
years
0 0 0 Between5 & 10 45,000 0 45,000
years
114,000 237 114,237 Total 202,000 611 202,611

Cash and Cash Equivalents are not shown in the above table.

All trade debtors and other payables are due to be paid in less than one year and are
not shown in the above table.

Market Risk

Interest Rate Risk

The Combined Authority is exposed to interest rate movements on its borrowings and
investments. Movements in interest rates have a complex impact on the Combined
Authority, depending on how variable and fixed interest rates move across differing
financial instrument periods, e.g. a rise in variable and fixed interest rates would have
the following effects:

e Borrowing at variable rates - The interest expense charged to the Comprehensive
Income and Expenditure Statement will rise.
e Borrowing at fixed rates - The fair value of the borrowing liability will fall (no impact

on revenue balances).

e Investments at variable rates - The interest income credited to the Comprehensive
Income and Expenditure Statement will rise.

e Investments at fixed rates - The fair value of the assets will fall (no impact on

revenue balances).
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Borrowings are not carried at fair value on the Balance Sheet, 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 payable and receivable on variable rate borrowings and investments
will be posted to the (Surplus) or Deficit on the Provision of Services and affect the
General Fund Balance, subject to influences from Government grants (i.e. HRA).

The Combined Authority has a number of strategies for managing interest rate risk. The
Annual Treasury Management Strategy draws together the Combined Authority’s
prudential indicators and its expected treasury operations, including an expectation of
interest rate movements. Within the strategy a prudential indicator is set which provides
maximum and minimum limits for fixed and variable interest rate exposures. The
Treasury Management and Banking team will monitor market and forecast interest rates
within the year to adjust exposures appropriately, e.g. during periods of falling interest
rates and where economic circumstances make it favourable, fixed rate investments
may be taken for longer periods to secure better long term returns and the drawing of
longer term fixed rate borrowing would be postponed when rates rise.

In order to minimise the Combined Authority’s exposure to loan interest functions the
Combined Authority will only have a maximum of 10% variable rate debt as a
percentage of total debt. At the 31 March 2016, variable rate debt as a proportion of
total debt was nil.

If interest rates had been 1% higher (with all other variables held constant) the financial
effect would be:

£000
Increase in interest payable on variable rate borrowings * 0
Increase in interest receivable on variable rate investments ** 964
Increase in government grant receivable for financing costs 0
Impact on Surplus or Deficit on the Provision of Services 964
Decrease in fair value of fixed rate investment assets**** 376
Impact on Other Comprehensive Income and Expenditure ***** 0
Decrease in fair value of fixed rate borrowings liabilities (no impact on the Surplus or
Deficit on the Provision of Services or Other Comprehensive Income and Expenditure) 3,125
Notes:

*All borrowing raised from the PWLB were at fixed rates in 2015/16 and as a result a change in interest
rates would have no effect on the interest payable on these loans, the amount of government grant
received and on the Comprehensive Income and Expenditure Statement.

** Based on a 1% increase on the weighted average interest rate and investment balance for 2015/16.
**** There are a number of fixed term investments totalling £112m (of which £68m is long term) held with
various Local Authorities at the year end. There was also £90m held with banks and other financial
institutions which are classified as fixed. Other investments held by the Combined Authority at the year
end were deposited with Money Market Funds (MMFs) and a Deposit Account which offers instant access
to funds and therefore classified as Cash or Cash Equivalents on the Balance Sheet.

*xxxx All of the Combined Authority assets are classed as loans and receivables and therefore this figure
is zero as there is no impact on the Comprehensive Income and Expenditure Statement.

The approximate impact of a 1% fall in interest rates would be as above but with the
movements being reversed. These assumptions are based on the same methodology
as used in the note — Fair Value of Assets and Liabilities carried at Amortised Cost.
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Foreign Exchange Risk

The Combined Authority has no financial assets or liabilities denominated in foreign
currencies and therefore no exposure to loss arising from movements in exchange
rates.

14. Long Term Debtors

The following is an analysis of Long Term Debtors:

31 March 31 March
2015 2016
£000 £000
6,186 Dividend Receivable from SYITA Properties Limited 4,156
6,186 Total 4,156

15.Long Term Investments

The following is an analysis of Long Term Investments:

31 March 31 March
2015 2016
£000 £000

0 Investments with Local Authorities within the Combined Authority 68,000
6,942 Investment in Subsidiary 6,472
6,942 Total 74,472

The Combined Authority owns the share capital of SYITA Properties Limited, a
company set up in accordance with the provisions of the Transport Act 1985. The
principal activity is the rental of property for business use. The cost of the shares has
been impaired to reflect the net worth of the company.

£2.5m was paid back to the Combined Authority during 2015/16 with regards to the
Investment in Subsidiary.

During the year, the Combined Authority undertook a small number of longer term
investments (up to 10 years) with Local Authorities within the Combined Authority. In
doing so, the Combined Authority has been able to secure improved returns on core
cash balances and provide cost-effective finance to the Local Authorities involved
(Doncaster, Rotherham and Sheffield).

The ageing of the investment balance is:

31 March 31 March
2015 2016
£000 £000

0 Between one and two years 3,000
0 Between two and five years 20,000
0 Between five and ten years 45,000
0 Total 68,000
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16. Short Term Debtors

The following is an analysis of short term Debtors:

31 March 31 March
2015 2016
£000 £000
1,264 Central Government Bodies 1,418
1,119 Other Local Authorities 1,262

364 Other Entities and Individuals 11,714
2,747 Total 14,394

17.Cash and Cash Equivalents

The following is an analysis of Cash and Cash Equivalents shown on the Balance
Sheet:

31 March 31 March
2015 2016
£000 £000

0 Cash at Bank (372)
74,814 Short Term Investments 25,729
74,814 Total 25,357

18.Short Term Borrowing

The balance of Short Term Borrowing relates to a number of loans from other local
authorities for the Combined Authority / LEP.

31 March 31 March
2015 2016
£000 £000
(684) Other Local Authorities (684)
(684) Total (684)

| 19.Short Term Creditors

The following is an analysis of Creditors:

31 March 31 March
2015 2016
£000 £000

(69) Central Government Bodies (3,770)
(37,500) Other Local Authorities (22,012)
(386) Other Entities and Individuals (13,094)
(37,955) Total Creditors (38,876)
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| 20.0Other Long Term Liabilities

The Combined Authority manages cash on behalf of SYPTE. The full value of Other
Long Term Liabilities relates to the balance held for SYPTE, expected to be drawn
down after more than one year.

31 March 31 March
2015 2016

Fair Value Fair Value
£000 £000
(192,019) Other Local Authorities (197,077)
(192,019) Total (197,077)

| 21. Usable Reserves

Movements in the Combined Authority’s usable reserves are detailed in the Movement
in Reserves Statement.

General Fund Balance

The General Fund is the statutory fund into which all the receipts of an Combined
Authority are required to be paid and out of which all liabilities of the Combined
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 Combined Authority is statutorily empowered to
spend on its services or on capital investment (or the deficit of resources that the
Combined Authority is required to recover) at the end of the financial year.

The table below provides a breakdown of the General Fund available balance:

31 March 31 March
2015 2016
£000 £000

(5,888) General Balances Available (5,888)
(39,700) Levy Reduction Reserve 0
(255) CA/LEP General Reserve (646)
(45,843) Total (6,534)
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Earmarked General Fund Reserves

The table below provides a breakdown of the earmarked reserves balance:

31 March 31 March
2015 2016
£000 £000

Revenue Grants and Contributions Reserve:
0 - Transport for the North (10,912)
Other Earmarked Reserves:
(6,068) - PFI Revenue Reserve (5,476)
0 - Local Growth Fund Reserve (3,869)
0 - Levy Reduction Reserve (36,923)
(6,068) Total (57,180)

Earmarked reserves are set aside to meet known or predicted liabilities, but ones that
are not certain enough to create an exact provision in the accounts. The liabilities are,
however, likely enough to say that the earmarked reserves are not normally available to
fund the budget or other measures.

Earmarked reserves are available to fund capital or revenue expenditure. Expenditure is
charged to the revenue or capital account when it is incurred and is financed by an
appropriation from the reserve through the Movement in Reserves Statement.

A list of earmarked reserves, their purpose and proposed use are set out below.

e Revenue Grants and Contributions Reserve: Where a revenue grant or contribution
(or part thereof) has been recognised as income in the Comprehensive Income and
Expenditure Statement, but the expenditure to be financed from that grant or
contribution has not been incurred at the Balance Sheet date, the grant or
contribution has been transferred to the Revenue Grants and Contributions reserve
to support future spend.

e Private Finance Initiative (PFI) Revenue Reserve: The PFI reserve is for Doncaster
Interchange and exists due to Government funding being received in advance to pay
future years’ liabilities. This income is set aside in a reserve until needed to ensure
sufficient funds are available to cover the cost of the contract in future years.

e Local Growth Fund (LGF) Reserve: The LGF reserve was created to sustain
Business Growth activity previously funded by one-year grants. Along with specific
project activity, the reserve will be used to fund the region’s Growth Hub and Access
to Finance teams over a four year period. The reserve was created from a £4m
revenue grant awarded to the Combined Authority in April 2015.

Capital Receipts Reserve

The Capital Receipts Reserve holds the proceeds from the disposal of land or other
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
year end.

The table below shows the balance of the Capital Receipts Reserve:
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31 March 31 March
2015 2016
£000 £000

(5,343) Capital Receipts Reserve (5,343)
(5,343) Total (5,343)

No draw was made upon the capital receipts reserve during the year.
Capital Grants Unapplied Reserve

The Capital Grants Unapplied Reserve holds the grants and contributions received
towards capital projects for which the Authority has met the conditions that would
otherwise require repayment of the monies but which have yet to be applied to meet
expenditure. The balance is restricted by grant terms as to the capital expenditure
against which it can be applied and / or the financial year in which this can take place.

As at 31 March 2016 the balance on the Capital Grants Unapplied Reserve was nil (nil
at 31 March 2015).

| 22. Unusable Reserves |

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 enhancement of those assets under statutory
provisions. The Account is debited with the cost of acquisition, construction or
enhancement as depreciation, impairment losses and amortisations are charged to the
Comprehensive Income and Expenditure Statement (with reconciling postings from the
Revaluation Reserve to convert fair value figures to a historical cost basis). The Account
is credited with the amounts set aside by the Combined Authority as finance for the
costs of acquisition, construction and enhancement.

2014/15 2015/16
£000 £000
39,826 Balance at 1 April 110,733

Reversal of items relating to capital expenditure debited or
credited to the CI&ES:

106,225 Revenue expenditure funded from capital under statute 34,806
146,051 Net written out amount of the cost of non-current assets consumed 145,539
in the year

Capital financing applied in the year:

(23,677) Capital grants and contributions credited to the CI&ES (34,806)
(9,648) Application of grants and contributions from the Capital Grants

Unapplied Reserve 0

(1,993) Statutory provision for the repayment of debt (3,537)

(35,318) (38,343)

110,733 Balance at 31 March 107,196
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23. Cash Flow Statement — Operating Activities

The cash flows for operating activities include the following items:

2014/15 2015/16
£000 £000
1,535 Interest Received 1,388
(1,829) Interest Paid (2,066)
(294) Total (678)

The surplus or (deficit) on the provision of services has been adjusted for the following
non-cash movements:

2014/15 2015/16

£000 £000

(22,398) Increase / (decrease) in creditors 921

(1,906) (Increase) / decrease in debtors (11,647)

(441) Other non-cash items charged to the net surplus or deficit on the 4
provision of services

(24,745) Total (10,722)

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

2014/15 2015/16

£000 £000

(23,677) Any other items for which the cash effects are investing or financing (34,806)
cash flows

(23,677) Total (34,806)

| 24. Cash Flow Statement — Investing Activities

The cash flows for investing activities include the following items:

2014/15 2015/16
£000 £000
(297,400) Purchase of short term and long term investments (287,000)
301,277 Proceeds from short term and long term investments 199,000
26,187 Other receipts from investment activities 63,673
30,064 Total (24,327)

25. Cash Flow Statement — Financing Activities

The cash flows for financing activities include the following items:

2014/15 2015/16
£000 £000
52,927 Repayments of short and long-term borrowing 0
0 Other receipts from financing activities 5,058
52,927 Total 5,058
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26.Amounts Reported for Resource Allocation Decisions

The Combined Authority is organised into two service areas. The services are:

e Transport Authority,
e Economic Regeneration.

The analysis of income and expenditure by service on the face of the Comprehensive
Income and Expenditure Statement is that specified by the CIPFA Service Reporting
Code of Practice (SeRCOP). However, decisions about resource allocation are taken by
the Combined Authority’s Board on the basis of budget reports analysed across the
services. These reports are prepared on a different basis from the accounting policies
used in the financial statements. In particular:

e No charges are made in relation to capital expenditure (whereas depreciation,
revaluation and impairment losses in excess of the balance on the Revaluation
Reserve and amortisations are charged to services in the Comprehensive Income
and Expenditure Statement).

e The cost of retirement benefits is based on cash flows (payment of employer’s
pension’s contributions) rather than current service cost of benefits accrued in the
year.

e Expenditure on some support services is budgeted for centrally and not charged to
services.

The following tables show how the figures reported in the Combined Authority’s outturn
report reconcile to the figures in the Comprehensive Income and Expenditure
Statement. A simplified version of this disclosure can be found within the Foreword.

The income and expenditure of the Combined Authority as recorded in the budget
reports for the year ended 31 March 2016 is as follows:

2015/16 Service Income and Expenditure

Transport Economic  Transport for Total

Authority Regeneration the North

£000 £000 £000s £000

Grants (4,811) (4,198) (3,303) (12,312)
Other reimbursements and (67,725) (204) 0 (67,929)
contributions
Other Income (1,785) (2,276) 0 (4,061)
Total Income (74,321) (6,678) (3,303) (84,302)
Employees 12 1,555 532 2,099
Premises 0 42 0 42
Transport 4 39 0 43
Supplies and services 78,845 4,060 2,771 85,676
Support Services 237 156 0 393
Third Party Payments 0 435 0 435
Total Expenditure 79,098 6,287 3,303 88,688
Net Expenditure (budget outturn) 4,777 (391) 0 4,386
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2014/15 Service Income and Expenditure — Comparative Information

Transport Economic Transport for Total

Authority Regeneration the North

£000 £000 £000s
£000
Grants (8,729) (665) 0 (9,394)
Other reimbursements and (75,982) (768) 0 (76,750)

contributions

Other Income (1,333) (687) 0 (2,020)
Total Income (86,044) (2,120) 0 (88,164)
Employees 0 754 0 754
Premises 0 64 0 64
Transport 1 19 0 20
Supplies and services 48,205 566 0 48,771
Support Services 279 104 0 383
Third Party Payments 0 0 0 0
Total Expenditure 48,485 1,507 0 49,992
Net Expenditure (budget outturn) (37,559) (613) 0 (38,172)

Reconciliation of Service Income and Expenditure to Cost of Services in the
Comprehensive Income and Expenditure Statement:

This reconciliation shows how the figures in the analysis of service income and
expenditure relate to the amounts included in the Comprehensive Income and
Expenditure Statement.

2014/15 2015/16
£000 £000
(38,172) Net Expenditure in the Service Analysis (budget outturn) 4,386
80,554 Amounts not included in the analysis but included in the CI&ES (18,318)
5,326 Amounts included in the analysis but not included in the CI&ES 5,178
47,708 (Surplus) / Deficit on Continuing Operations in the CI&ES (8,754)
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Reconciliation to Subjective Analysis:

This reconciliation shows how the figures in the analysis of services income and expenditure relate to a subjective analysis of the

(Surplus) or Deficit on the Provision of Services included in the Comprehensive Income and Expenditure Statement.

2015/16
Net Expenditure Amounts not Amounts  (Surplus) / Deficit Amounts reported Total
in the Service included in the included in the on Continuing below the net
Analysis (budget analysis but analysis but not  Operations in the expenditure of
outturn) included in the included in the CI&ES Continuing
CI&ES CI&ES Operation in the
CI&ES
£000 £000 £000 £000 £000 £000
Fees, charges and other (1,995) 1,310 0 (685) 0 (685)
service income
Interest and investment income (2,066) 0 2,066 0 (2,066) (2,066)
Government grants and (80,241) (50,898) 4,500 (126,639) (5,908) (132,547)
contributions
Total Income (84,302) (49,588) 6,566 (127,324) (7,974) (135,298)
Employee expenses 2,099 0 0 2,099 0 2,099
Other service expenses 85,201 31,269 0 116,470 0 116,470
Interest payments 1,388 0 (1,388) 0 1,388 1,388
Total Expenditure 88,688 31,269 (1,388) 118,569 1,388 119,957
(Surplus) or deficit on the 4,386 (18,318) 5,178 (8,754) (6,586) (15,340)

provision of services
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2014/15 - Comparative Information

Fees, charges and other
service income

Interest and investment

income

Government grants and

contributions

Total Income

Employee expenses
Other service expenses
Interest payments
Total Expenditure

(Surplus) or deficit on
the provision of services

Net Expenditure Amounts not  Amounts included (Surplus) / Deficit on Amounts reported Total
in the Service included in the in the analysis but Continuing below the net
Analysis (budget analysis but  notincluded in the Operations in the expenditure of
outturn) included in the CI&ES CI&ES Continuing
CI&ES Operation in the
CI&ES

£000 £000 £000 £000 £000 £000

(694) 0 0 (694) 0 (694)

(1,326) 0 1,326 0 (1,326) (1,326)

(86,144) (23,677) 5,387 (104,434) (517) (104,951)

(88,164) (23,677) 6,713 (105,128) (1,843) (106,971)

754 0 0 754 0 754

47,851 104,231 0 152,082 0 152,082

1,387 0 (1,387) 0 1,387 1,387

49,992 104,231 (1,387) 152,836 1,387 154,223

(38,172) 80,554 5,326 47,708 (456) 47,252
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27. Members’ Allowances

The Combined Authority paid the following amounts to Council Members who represent
the local authorities that make up the Combined Authority during the year:

2014/15 2015/16
£000 £000

0 Basic Allowance 0

14 Expenses 42

14 TOTAL 42

28. Officers’ Remuneration

The Combined Authority has no employees and therefore a nil disclosure for pension
provision under IAS19. The Combined Authority receives recharges from other Local
Authorities for Officers seconded.

2015/16 Salary Pension Total
Contribution

£ £ £

Executive Director 140,106 25,102 165,208

Director of Skills & Performance 56,334 11,736 68,070

Head of Skills & Employment 52,603 11,185 63,788

Director of Transport 48,676 10,144 58,820

Head of Policy 47,167 10,063 57,230

TOTAL 344,886 68,230 413,116

2014/15 Salary Pension Total
Contribution

£ £ £

Executive Director 84,693 10,332 95,025

Director of Inward Investment 80,000 0 80,000

Director of Skills 65,278 0 65,278

TOTAL 229,971 10,332 240,303

There are no other officers, working exclusively for the Combined Authority, earning
over £50k per annum.

For the financial years 2015/16 and 2014/15 Barnsley MBC have provided direct legal
and Human Resources (HR) support to the Combined Authority, whilst Sheffield City
Council have provided the Section 151 officer and finance function.

29. External Audit Fees

The Combined Authority has incurred the following costs in relation to the audit of the
Statement of Accounts, provided by the external auditors:

2014/15 2015/16

£000 £000

35 Fees payable with regard to external audit services carried out by the 63
appointed auditor

35 Total 63
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30. Grant Income

The Combined Authority credited the following grants, contributions and donations to
the Comprehensive Income and Expenditure Statement:

2014/15 2015/16

£000 £000
Credited to Services:

(145) Department for Business Innovation and Skills (3,587)

0 Department for Communities and Local Government (11,598)

(27,537) Department for Transport (42,234)

(12) European Regional Development Fund 0

(76,779) English Local Government (69,190)

0 Cabinet Office (30)

(104,473) (126,639)

Credited to Taxation and Non Specific Grant Income:
Non-ring fenced Government Grants:

(517) Department for Communities and Local Government (5,908)
(517) (5,908)
(104,990) Total (132,547)

The Combined Authority has received a number of grants and contributions that have
yet to be recognised as income as they have conditions attached to them that may
require the monies or property to be returned to the giver. The balances at year end are
as follows:

31 March 31 March
2015 2016
£000 £000

Revenue Grants Receipts in Advance:
0 Department for Business Innovation and Skills (1,983)
0 Department for Transport (69)
0 Cabinet Office (65)
0 Total (2,117)
Capital Grants Receipts in Advance:
(2,510) Department for Transport (627)
0 Department for Communities and Local Government (28,250)
(2,510) Total (28,877)

| 31. Related Party Disclosures \

The Combined Authority is required to disclose material transactions with related parties
— bodies or individuals that have the potential to control or influence the Combined
Authority or to be controlled or influenced by the Combined Authority. Disclosure of
these transactions allows readers to assess the extent to which the Combined Authority
might have been constrained in its ability to operate independently or might have
secured the ability to limit another party’s ability to bargain freely with the Combined
Authority.

For the Combined Authority, the main categories of related party are the 9 constituent

Local Authorities, whose Leaders make up the membership of the Combined Authority
and have direct control through voting rights. The Authorities material related party
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transactions in year amounted to net payments of £21m (£51m in 2014/15) with £85m
accrued (£120m in 2014/15).

Members

During 2015/16 or 2014/15 no works or services were commissioned from companies in
which any members had an interest.

Officers

There have been no pecuniary interests involving the Head of Paid Service, the S151
Officer or the Monitoring Officer to the Combined Authority.

Significant Transactions:
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2015/16
Note  Receipts Payments Net Receivabl Payables Net
Payments es Assets
Related Party £000 £000 £000 £000 £000 £000
Barnsley 1 (11,858) 7,895 (3,963) 469 (2,123) (1,654)

Metropolitan

Borough Council

Doncaster 2 (15,232) 8,270 (6,962) 5 (2,122) (2,117)
Metropolitan

Borough Council

Rotherham 3 (13,041) 7,288 (5,753) 165 (1,811) (1,646)
Borough Council

Sheffield City 4 (28,302) 8,916 (19,386) 357 (4,948) (4,591)
Council

Bolsover District 5 (4) 6 2 0 0 0
Councll

Bassetlaw 6 (4) 0 4) 0 0 0
District Council

North East 7 4) 0 4) 0 0 0
Derbyshire

District Council

Chesterfield 8 (4) 48 44 255 0 255
Borough Council

Derbyshire 9 (4) 0 (4) 0 0 0
Dales District

Council

South Yorkshire 10 0 14,227 14,227 11 (69,425) (69,414)
Passenger

Transport

Executive

South Yorkshire 11 0 0 0 4156 0 4156
ITA Properties

LTD

1 Income - Transport Levy £11.9m,CA subs £32k, Enterprise Zone rates £469k all owed; Expenditure -
£3.8m Highways Capital Maintenance Grant, £1.1m Superfast Broadband, £4.0m LSTF/LTP programmes
of which £2.1m owed.

2 Income — Transport Levy £15.2m, CA subs £41k; Expenditure — Highways Capital Maintenance Grant
£4.7m, LSTF/LTP programmes £4.7m of which £2.1m owed.

3 Income — Transport Levy £13.0m, CA subs £36Kk, Enterprise Zone rates £165k all owed; Expenditure —
Highways Capital Maintenance Grant £3.7m, LSTF/LTP programmes £4.7m of which £1.8m owed.

4 Income — Transport Levy £28.3m, CA subs £75k, Enterprise Zone rates £347k all owed; Expenditure —
LSTF/LTP programmes £13.2m of which £4.9m owed.

5 Income — CA subs £4k; Expenditure — seconded staff £6k

6 Income — CA subs £4k.

7 Income — CA subs £4k.

8 Income — CA subs £4k, Enterprise Zone rates £232k all owed.

9 Income — CA subs £4k.

10. Expenditure — LSTF/LTP programmes £14.2m of which £2.4m owed, Operating Grants £69.4m all
owed.

11 Dividend payment due to CA from SYITA Properties Ltd.
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2014/15 - Comparative Information

Note Receipts Payments Net Receivables Payables Net

Payments Assets

Related Party £000 £000 £000 £000 £000 £000
Barnsley 1 (12,902) 3,930 (8,972) 820 (1,881) (1,061)

Metropolitan

Borough Council

Doncaster 2  (17,100) 4,789 (12,311) 0 (2,817) (2,817)
Metropolitan

Borough Council

Rotherham 3 (14,518) 5,572 (8,946) 228 (1,871) (1,643)
Borough Council

Sheffield City 4  (31,644) 2,734 (28,910) 16 (5,085) (5,069)
Council

Bolsover District 5 27) 14 (13) 0 0 0
Councll

Bassetlaw District 6 (23) 0 (23) 4 0 4
Council

North East 7 27) 0 27) 0 0 0
Derbyshire District

Council

Chesterfield 8 4) 10 6 23 0 23
Borough Council

Derbyshire Dales 9 4) 0 (4) 0 0 0
District Council

South Yorkshire 10 0 8,076 8,076 0 (115,456) (115,456)
Passenger

Transport

Executive

South Yorkshire 11 0 0 0 6,186 0 6,186
ITA Properties

LTD

1 Income (split across receipts and receivables) - £13.1m Transport Levy, £0.03m LEP Subs, £0.5m
Enterprise zone, £0.09m Loan w/off. Expenditure (split across payments and payables) - £3m highways
capital maintenance grant and £2.5m payment for Local transport Plan and Local Sustainable Transport
Fund.

2 Income - £17m Transport Levy, £0.04m LEP Subs, £0.09m Loan w/off. Expenditure (split across
payments and payables) - £3.4m payment of highways capital maintenance grant and £4.1m payment for
Local Transport Plan and Local Sustainable Transport Fund.

3 Income - (split across receipts and receivables) - £14.5m Transport Levy, £0.04m LEP Subs, £0.13m
Enterprise zone, £0.09m Loan w/off. Expenditure (split across payments and payables) - £2.7m payment
of highways capital maintenance grant and £4.3m payment for Local Transport Plan / Local Sustainable
Transport Fund.

4 Income - £31.4m Transport Levy, £0.08m LEP Subs, £0.02m Enterprise zone, £0.19m Loan write off.
Expenditure (split across payments and payables) - £7.5m payments for Local Transport Plan / Local
Sustainable Transport Fund.

5 £0.004m LEP Subs income, £0.023m Loan write off.

6 £0.027m Loan write off.

7 £0.004m LEP Subs income, £0.023m Loan write off.

8 £0.004m LEP Subs income, £0.023m Loan write off.

9 £0.004m LEP Subs income.

10 £110.35m Revenue and Capital Grant payments, £2.45m PFI, £10.6m Local Transport Plan / Local
Sustainable Transport Fund and £0.1m Expenses.

11 £6.186m Soft Loan.
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Group Subsidiaries
South Yorkshire Passenger Transport Executive

The balance owing to South Yorkshire Passenger Transport Executive as at 31 March
is shown in the table below:

2014/15 2015/16
£000 £000
120,917 Amount held by the CA to repay SYPTE loans 116,458
96,935 Grant monies owing to SYPTE 87,498
217,852 Total owed to SYPTE by the CA 203,956

South Yorkshire ITA Properties Ltd

The Combined Authority owns the share capital of SYITA Properties Ltd (formerly
SYPTA Ltd), a company set up in accordance with the provisions of the Transport Act
1985. The principal activity is the rental of property for business use.

The net worth of the company as at 31 March 1985 was £9.5m. The Combined
Authority owns 17,608,900 of the 17,608,902 shares issued by the company, the other
two being held by an employee of Barnsley MBC as the nominee of the Combined
Authority. The nominal value of the ordinary share capital was reduced from £1 to 55p
per share following a capital restructuring exercise undertaken in 1993/94. The issued
share capital is therefore £9,684,896 with a called up value of £7,805,632.

Transactions with Other Public Bodies

The UK government exerts significant influence over the Combined Authority through
legislation and grant funding. Grant funding received is detailed in the notes to the
consolidated income and expenditure account. The following table shows transactions
excluding grants:

2015/16

Notes Receipts Payments Net Receivables Payables Net

Payments Assets

Related Party £000 £000 £000 £000 £000 £000
Derbyshire County 1 0 0 0 0 (3,780) (3,780)
Council
Network Ralil 2 0 0 0 0 (845) (845)
West Yorkshire ITA 3 0 0 0 0 (819) (819)
Transport For 4 0 0 0 0 (778) (778)
Manchester
Mersey Travel 5 0 288 288 0 0 0
Transport for the 6 0 177 177 0 0 0
North 7 (38) 34 4) 0 0 0
South Yorkshire
Pensions Authority 8 0 23 23 0 0 0

Leeds City Council

1 £3.8m grant for Seymour Link, all owed.

2 Northern Transport Strategy grant programme £845k, all owed.
3 Northern Transport Strategy grant programme £819k, all owed.
4 Northern Transport Strategy grant programme £778k, all owed.
5 Northern Transport Strategy grant programme £288k.

6 Northern Transport Strategy grant programme £177k.

7 Fees.

8 Fees
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2014/15 - Comparative Information

Notes Receipts Payments Net Receivables Payables Net

Payments Assets

Related Party £000 £000 £000 £000 £000 £000
South Yorkshire 1 0 41 41 0 (21) (21)
Pensions Authority
South Yorkshire 2 0 56 56 0 0 0
Police and Crime
Commissioner
Leeds City Council 3 0 0 0 0 (29) (29)
1 Fees.
2 Payment for Local Transport Plan.
3 Mipim UK property trade show costs.

| 32. 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
cannot be paid for immediately and is to be financed in future years by charges to
revenue as the assets are used by the Combined Authority, the expenditure results in
an increase in the Capital Financing Requirement (CFR), a measure of the capital
expenditure incurred historically by the Combined Authority that has yet to be financed.

2014/15 2015/16
£000 £000
Capital Investment
106,225 Revenue Expenditure Funded from Capital Under Statute 34,806
Sources of Finance
33,325 Government Grants and Other Contributions 34,806
72,900 Borrowing 0
106,225 34,806
Capital Financing Requirements
39,826 Opening Balance 110,733
72,900 Borrowing in Year 0
(1,993) Statutory / Voluntary Provision for repayment of debt (MRP / VMRP) (3,537)
110,733 Closing Balance 107,196
(25,000) PWLB Borrowing (25,000)
(684) Other Borrowing (684)
(25,684) (25,684)
85,049 Under borrowed 81,512
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| Group Accounts

The Group accounts, as at 31 March 2016, comprise the accounts of the Combined
Authority, together with those of the South Yorkshire Passenger Transport Executive
and SYITA Properties Limited.

All intra-group trading, balances and unrealised gains and losses, at the end of the
financial year 2015/16, have been eliminated in full. The Group Accounts have been
prepared on a going concern basis.

South Yorkshire Passenger Transport Executive

The accounts of the South Yorkshire Passenger Transport Executive (SYPTE) are
prepared in accordance with the Accounts and Audit (England) Regulations 2015.
These regulations require the accounts to be prepared in accordance with the CIPFA
Code of Practice on Local Authority Accounting in the United Kingdom 2015/16 (The
Code) and the CIPFA Service Reporting Code of Practice 2015/16, supported by
International Financial Reporting Standards (IFRS) and statutory guidance issued under
section 7 of the 2015 Regulations.

The accounting convention of the SYPTE accounts is principally historic cost, modified
by the revaluation of certain categories of assets and liabilities and financial
instruments.

SYPTE has one subsidiary, Supertram Assets Limited, which is non-trading and interest
in a joint venture with West Yorkshire Combined Authority, “Yorcard Limited”. Neither
are material in value and SYPTE has taken the decision not to consolidate in to
SYPTE’s accounts in 2015/16.

Further information about SYPTE’s accounts is available from the following address:

The Finance Department

South Yorkshire Passenger Transport Executive
11 Broad Street West

Sheffield

S12BQ

SYITA Properties Limited

The accounts of SYITA Properties Limited (formerly SYPTA Properties Limited) are
prepared in accordance with UK Generally Accepted Accounting Practices and the
Companies Act 2006.

The financial statements have been prepared under the historical cost convention, as
modified by the revaluation of certain assets and in accordance with the Financial
Reporting Standard for Smaller Entities (effective April 2008), which are then adjusted
during consolidation into the Group accounts to be IFRS compliant.

Further information about SYITA Properties Limited accounts is available from the
following address:

The Directors

SYITA Properties Limited

77



Sheffield City Region Combined Authority — Statement of Accounts 2015/16

18 Regent Street
Barnsley
S70 2PQ

South Yorkshire Passenger Transport Pension Fund

The Combined Authority has responsibility as the accountable body for the South
Yorkshire Passenger Transport Pension Fund accounts, which are included as a
memorandum item to these accounts and not consolidated into the Group.

Further information about South Yorkshire Passenger Transport Pension Fund accounts
is available from the following address:

South Yorkshire Pensions Authority
18 Regent Street

Barnsley

South Yorkshire

S70 2HG

Basis of Dominant Influence

The Combined Authority is made up of the nine Leaders of Barnsley Metropolitan
Borough Council, Doncaster Metropolitan Borough Council, Rotherham Metropolitan
Borough Council, Sheffield City Council, Bassetlaw District Council, Bolsover District
Council, Chesterfield Borough Council, North East Derbyshire District Council, and
Derbyshire Dales Districts Council.

A copy of the Combined Authority constitution, which details the Combined Authority’s
functions, responsibilities, procedures and protocols can be found on the Combined
Authority website Combined Authority Constitution.
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Group Movement in Reserves Statement

Group Movement in Reserves: Usable Reserves

2015/16
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Note 47 47 47 47 48

Balances transferred in at 1 April 2015 (45,490) (13,276) (7,003) (6,130) (71,899)
Movement in reserves during 2015/16:
(Surplus) / deficit on provision of services CI&ES (21,454) 0 0 0 (21,454)
Other Comprehensive (Income) and Expenditure CI&ES 4 0 0 0 4
Total Comprehensive (Income) and Expenditure (21,450) 0 0 0 (21,450)
Adjustments between accounting basis and funding basis under 35 9,106 0 0 1,003 10,109
regulations
Net (increase) / decrease before transfers to earmarked reserves (12,344) 0 0 1,003 (11,341)
Transfers (to) / from earmarked reserves 36 50,279 (49,965) 145 (459) 0
(Increase) / decrease in year 37,935 (49,965) 145 544 (11,341)
Balance at 31 March 2016 (7,555) (63,241) (6,858) (5,586) (83,240)
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2014/15 - Comparative Information
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Note 47 47 47 47 48
Balances transferred in at 1 April 2014 (5,957) (15,231) (7,091) (18,494) (46,773)
Movement in reserves during 2014/15:
(Surplus) / deficit on provision of services CI&ES 6,972 0 0 0 6,972
Other Comprehensive (Income) and Expenditure CI&ES 0 0 0 0 0
Total Comprehensive (Income) and Expenditure 6,972 0 0 0 6,972
Adjustments between accounting basis and funding basis under 35 (45,701) 0 0 13,603 (32,098)
regulations
Net (increase) / decrease before transfers to earmarked reserves (38,729) 0 0 13,603 (25,126)
Transfers (to) / from earmarked reserves 36 (804) 1,955 88 (1,239) 0
(Increase) / decrease in year (39,533) 1,955 88 12,364 (25,126)
Balance at 31 March 2015 (45,490) (13,276) (7,003) (6,130) (71,899)
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Group Movement in Reserves: Unusable Reserves and Total Group Reserves

2015/16
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Note 48 48 48 48 48 48 48
Balances transferred in at 1 April 2015 110,733 (70,980) (17,562) 41,798 60 64,049 (7,850)
Movement in reserves during 2015/16:
(Surplus) / deficit on provision of services CI&ES 0 0 0 0 0 0 (21,454)
Other Comprehensive (Income) and CI&ES 0 0 (5) (3,735) 0 (3,740) (3,736)
Expenditure
Total Comprehensive (Income) and 0 0 (5) (3,735) 0 (3,740) (25,190)
Expenditure
Adjustments between accounting basis and 35 (3,538) (8,007) 450 989 3) (10,109) 0
funding basis under regulations
Net (increase) / decrease before transfers (3,538) (8,007) 445 (2,746) 3) (13,849) (25,190)
to earmarked reserves
Transfers (to) / from earmarked reserves 36 0 0 0 0 0 0 0
(Increase) / decrease in year (3,538) (8,007) 445 (2,746) 3) (13,849) (25,190)
Balance at 31 March 2016 107,195 (78,987) (17,117) 39,052 57 50,200 (33,040)
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2014/15 — Comparative Information

Balances transferred in at 1 April 2014

Movement in reserves during 2014/15:
(Surplus) / deficit on provision of services

Other Comprehensive (Income) and Expenditure
Total Comprehensive (Income) and
Expenditure

Adjustments between accounting basis and
funding basis under regulations

Net (increase) / decrease before transfers to
earmarked reserves

Transfers (to) / from earmarked reserves

(Increase) / decrease in year

Balance at 31 March 2015

Note

CI&ES
CI&ES

35

36

TEEg 3E@S  5%8  SE8 BSOS 288 288
Z 055 = 0O = 50 =9 = ok oS 250 g>o
223% 5588  §3® 288 EEE®  §s® 2R
O® o %= o =R 9 o = S5 g QO n
2< 083 g o> Eaz 5& S ¢
o S0 7 @ o< o °
< i : 5 & 3 e
Og @ <
48 48 48 48 48 48 48
39,926 (35,053) (14,966) 36,643 102 26,652 (20,121)
0 0 0 0 0 0 6,972
0 0 (2,637) 7,936 0 5,299 5,299
0 0 (2,637) 7,936 0 5,299 12,271
70,807 (35,927) 41 (2,781) (42) 32,008 0
70,807 (35,927) (2,596) 5,155 @2) 37,397 12,271
0 0 0 0 0 0 0
70,807 (35,927) (2,596) 5,155 (42) 37,397 12,271
110,733 (70,980) (17,562) 41,798 60 64,049 (7,850)
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| Group Consolidated Comprehensive Income and Expenditure Statement

The Comprehensive Income and Expenditure Statements show the accounting cost in
the year of providing services in accordance with generally accepted accounting

practices.
2014/15 2015/16
&98 n 0o 690 0 WEO 0n 0o "G-J‘EO
28§ 85§ =28 5 82§ ©8E§ =:§
O o o e o 2 0o o < o
5 £ 5 5 £ 5
o o o o
i i i i
27,646 (23,677) 3,969 Transport Planning Policy 29,973 (31,099) (1,126)
and Strategy
0 (79,841) (79,841) Public Transport — Support to 62,977 (135,446) (72,469)
Operator
115,503 (31,928) 83,575 Transport Services — PTE 112,289 (35,819) 76,470
978 (328) 650 Income and Expenditure ITA 52 (899) (847)
Properties
144,127 (135,774) 8,353 Highways and Transport 205,291 (203,263) 2,028
Services
1,437 (1,602) (165) Planning Services — 14,311 (13,622) 689
Economic Development
452 (6) 446 Corporate and Democratic 465 0 465
Core
0 0 0 Transport for the North 3,303  (14,215) (10,912)
146,016 (137,382) 8,634 (Surplus) / Deficit on 223,370 (231,100) (7,730)
Continuing Operations
(60) Gains on disposal of non- Q)
current assets
(65) Investment Property Change 0
in Fair Value
16,526 Financing and Investment 37 14,700
Income
1,518 Financing and Investment 37 1,333
Income — Pensions
(19,671) Taxation and Non-Specific 38 (29,807)
Grant Income
90 Corporation Tax Payable 38 51
6,972 (Surplus) / Deficit on (21,454)
Provision of Services
(2,637) (Surplus) / Deficit on (5)
revaluation of non-current
assets
7,936 Actuarial gains /losses on 60 (3,735)
pensions assets / liabilities
0 Other 4
5,299 Other comprehensive (3,736)
income and expenditure
12,271 (Surplus) / deficit for the year (25,190)
47,252 Combined Authority (15,341)
(35,078) SYPTE (9,038)
97 SYITA Properties Ltd (811)
12,271 (25,190)
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| Group Consolidated Balance Sheet

As at 31 March
2015

£000
5,608
306
107,151

113,065

0
0

0

113,065

114,001
258
19,218
81,151

214,628

327,693

(23,629)
(28,178)
(284)
(162)
(4,664)
0

(56,917)

(270,776)

(208,900)
(406)
(11,822)
(41,798)

(262,926)

7,850

(57,254)
(15,035)
390

(71,899)

110,733
(46,530)
(154)

64,049

(7,850)

Investment Property

Intangible Assets

Property, Plant and Equipment
Non-Current Assets

Long Term Debtors
Long Term Investments
Long Term Assets

Total Long Term Assets

Short Term Investments
Inventories

Short Term Debtors

Cash and Cash Equivalents
Current Assets

Total Assets

Short Term Borrowing

Short Term Creditors

Short Term Provisions

PFI / PPP Finance Lease Liability
Capital Grants Receipts In Advance
Other Liabilities

Current Liabilities

Total Assets less Current Liabilities

Long Term Borrowing

Long Term Provisions

PFI / PPP Finance Lease Liability
Net Pension Liability

Long Term Liabilities

Net Assets / (Liabilities)

Combined Authority
SYPTE

SYITA Properties Ltd
Usable Reserves

Combined Authority
SYPTE

SYITA Properties Ltd
Unusable Reserves

Total Reserves

Notes
41
39
40

42

43
44

42
45
46
59
56

42
46
59
60

47

48

As at 31 March
2016
£000
5,408

244
115,037

120,689

0
68,000

68,000

188,689

134,001
0
26,478
28,842

189,321

378,010

(7,947)
(47,114)
(1,059)
(176)
(32,447)
0

(88,743)

(289,267)

(205,327)
(202)
(11,646)
(39,052)

(256,227)

33,040

(69,057)
(13,766)
(417)

(83,240)

107,195
(56,837)
(158)

50,200

(33,040)
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| Group Consolidated Cash Flow Statement

The Consolidated Cash Flow statement shows the changes in cash and cash
equivalents of the Group during the reporting period. The statement shows how the
Group 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 Group
are funded by way of taxation and grant income or from the recipients of services
provided by the Group. Investing activities represent the extent to which cash outflows
have been made for resources which are intended to contribute to the Group 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 Group.

2014/15 2015/16

£000 Notes £000

(6,971) Net surplus or (deficit) on the provision of services 21,454

24,726 - Adjustment to surplus or (deficit) on the provision 49 35,425
of services for non-cash movements

(21,624) - Adjustment for items included in the net surplus or 49 163,735

(deficit) on the provision of services that are
investing and financing activities

(3,869) Net cash flow from operating activities 220,614

(1,521) Investing activities 50 (254,126)

(12,274) Financing activities 51 (18,797)

(16,664) Netincrease/(decrease) in cash and cash (52,309)
equivalents

97,815 Cash and cash equivalents at 1 April 81,151

81,151 Cash and cash equivalents at 31 March 28,842
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Notes to the Group Core Financial Statements

The following notes contain further information to that presented in the main statements.
They provide narrative descriptions, disaggregation of items presented in the
statements and information about items that do not qualify for recognition in the
statements.

33.Group Accounting Policies

The accounting policies of the Combined Authority apply to the Group. Where the
nature and type of transactions differ to those of the Combined Authority, the significant
policies are summarised below.

XX. 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 fixed assets during the year:

e 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 losses can be
written off; and

e Amortisation of intangible assets attributable to the service.

XXI. Employee Benefits

The Combined Authority has no employees and receives a recharge from Barnsley
MBC and Sheffield City Council for work completed on Combined Authority matters by
its Officers, and during the year, shared the costs of its Executive Director (Head of Paid
Service) with the South Yorkshire Passenger Transport Executive (SYPTE). SYPTE
applies the following policies for its paid employees.

Benefits Payable During Employment

Short-term employee benefits (those that fall due wholly within 12 months of the year
end), such as wages and salaries, paid annual leave and paid sick leave, bonuses and
non-monetary benefits for current employees, and are recognised as an expense for
services in the year in which employees render service to the Group.

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 calculated using 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) / Deficit on the
Provision of Services but then reversed out through the Movement in Reserves
Statement so that holiday benefits are charged to revenue in the financial year in which
the holiday absence occurs.
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Termination Benefits

Termination benefits are amounts payable as a result of a decision by SYPTE 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. They are
charged on an accruals basis to the appropriate service or, where applicable, to the Non
Distributed Costs line in the Comprehensive Income and Expenditure Statement at the
earlier of when the Combined Authority can no longer withdraw the offer of those
benefits or when the Combined Authority recognises costs for a restructuring.

Where termination benefits involve the enhancement of pensions, statutory provisions
require the Operational Revenue Reserve Balance to be charged with the amount
payable by SYPTE 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

The requirements of IAS 19 Employee Benefits have been fully adopted in the financial
statements of the Group. Detailed disclosures can be found in note 60 to the accounts
and relate principally to SYPTE.

IAS 19, together with IFRIC 14 requires that the limit on a defined benefit asset,
minimum funding requirements and their interaction sets out the extent to which a
pension scheme surplus can be recognised as an asset of SYPTE and also considers
how a pension balance sheet asset or liability could be affected by statutory or
contractual minimum funding requirements.

SYPTE is an employing authority within the South Yorkshire Pension Fund which is a
funded pension scheme. The majority of employees participate in this scheme which
provides defined benefits payable to members on and after their employment.
Contributions made to the fund for both current and past services are charged to the
revenue account as they are paid. Contribution levels are determined by the Fund. The
Fund is a statutory body and the benefits are paid under the provisions of the Local
Government Pension Scheme Regulations 1997.

SYPTE has a continuing responsibility for any payments to the Fund in respect of
service up to 25 October 1986 for all staff employed by SYPTE up to that date. The
responsibility includes all staff that transferred to South Yorkshire Transport Limited as a
consequence of the Transport Act 1985. For service from 26 October 1986 onwards
SYPTE is only responsible to payments for the Fund in respect of its own directly
employed staff. The annual cost of this responsibility is charged to the revenue account
under Pension and Non-recurring costs.

The liabilities of the fund attributable to SYPTE 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 the assumption about mortality rates, employee turnover rates
etc., and projections of projected earnings for current employees.
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The assets of the South Yorkshire Pension Fund attributable to SYPTE are included in
the Balance Sheet at their fair value:
o quoted securities — current bid price

unquoted securities — professional estimate

unitised securities — current bid price

property — market value

The change in the net pension liability is analysed into the following
components:

o O O O

e current service cost — the increase in liabilities as 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 as part of Non Distributed costs

e netinterest cost — 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 period-taking into account any
changes in the net defined benefit liability (asset) during the period as a result of
contribution and benefit payments.

e return on plan assets — excluding amounts included in net interest on the net defined
benefit liability (asset) — charged to the Pension 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.

e contributions paid to the pension 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 Comprehensive
Revenue Reserve balance to be charged with the amount payable by SYPTE to the
pension fund, not the amount calculated according to the relevant accounting
standards. In the Movement in Reserves Statement, this means that there are
appropriations 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 on the Comprehensive Revenue Reserve of being required to account
for retirement benefits on the basis of cash flows rather than as benefits earned by
employees.
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Discretionary Benefits

SYPTE 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 Local Government
Pension Scheme.

XXIl. Expenditure that does not result in the Creation of a Non-Current Asset

This is either capital expenditure that has contributed to a fixed asset not owned or
preconstruction costs on existing assets which do not enhance the value of the asset.
Examples are rail and highway infrastructure and grants payable. The Group has no
ownership / legal rights in respect of these assets and as a consequence the costs are
charged directly to revenue.

In addition, any new borrowing requirements for SYPTE will be met by the Combined
Authority. To facilitate this, the Combined Authority pays SYPTE a capital grant
representing expenditure that may be capitalised under statutory provisions but does
not result in the creation of tangible assets for the Combined Authority directly.

XXIII. Investment Properties

Investment properties are those that are used solely to earn rentals and / or for capital
appreciation. The definition is not met if the property is used in any way to facilitate the
delivery of services or is held for sale.

Investment properties are initially recognised at cost, and subsequently at fair value
based on the amount at which the asset could be exchanged between knowledgeable
parties at arms-length. Properties are not depreciated but are revalued annually
according to market conditions at the year end. Gains and losses on revaluation are
posted to the Financing and Investment Income and Expenditure line in the
Comprehensive Income and Expenditure Statement. The same treatment is applied to
gains and losses on disposal.

Rentals received in relation to investment properties are credited to the Comprehensive
Income and Expenditure account.

XXIV. Intangible Assets

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

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 Group 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 restricted to that incurred
during the development phase (research expenditure is not capitalised).
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Expenditure on the development of websites is not capitalised if the website is solely or
primarily intended to promote or advertise goods and services.

Intangible assets are measured initially at cost. Amounts are only revalued where the
fair value of the assets held by the Group can be determined to an active market. The
depreciable amount of an intangible asset is amortised over its useful life to the relevant
service line in the Comprehensive Statement of Income and Expenditure Statement. An
asset is tested for impairment whenever there is an indication that the asset might be
impaired — any losses recognised are posted to the relevant service line in the
Comprehensive Income and Expenditure Statement. Any gain or loss arising on the
disposal or abandonment of an intangible asset is posted to the Administrative
expenditure line in the Comprehensive Income and Expenditure Statement.

XXV. 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 Group
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:
e the purchase price.

e Any costs attributable to bringing the asset to the location and condition necessary
for it to be capable of operating in the manner intended by management.

e the initial estimate of the costs of dismantling and removing the item and restoring
the site on which it is located.

The Group 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 Group).

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 Group.

Assets are then carried on the Balance Sheet using the following measurement bases:
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e Infrastructure, community assets and assets under construction — depreciated
historical cost.

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 on 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. Exceptionally,
gains might be credited to the Comprehensive Income and Expenditure Statement
where they arise from the reversal of a loss previously charged to a service.

Where decreases in value are identified, they are accounted for as follows:

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

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

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 as follows:

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

e Where there is no balance in the Revaluation Reserve or an insufficient balance, the
carrying amount of the asset is written down against the relevant service line(s) in
the Comprehensive Income and Expenditure Statement.
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Where an impairment loss is subsequently reversed, the reversal is credited to the
relevant service line(s) 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 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 assets that are not
yet available for use (i.e. Assets Under Construction).

Depreciation is calculated on a straight line basis, over the useful life of the asset
following the year of construction or acquisition, determined as follows:

e Buildings — straight-line allocation over the useful life of the property assessed as
part of the rolling programme of revaluations.
e Vehicles, plant and equipment — a percentage of the value of each class of asset in
the Balance Sheet, as advised by a suitably qualified officer.
o Plant, machinery, fixtures and fittings — 10 years
o Vehicles — 5 years
o Computer equipment — 3 years
e Infrastructure — straight-line allocation:
o Operational equipment — 10 years
o Route equipment — 20 years
o Trams — over the varying life of components — between 10 and 39 years
o Track bed and system — 24 years
e Park and Ride — 15 years

Where an item of Property, Plant and Equipment asset has major components whose
cost is significant in relation to the total costs 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.

XXVI. 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
previous losses recognised in the (Surplus) / Deficit on Provision of Services.

Depreciation is not charged on Assets Held for Sale.
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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 on
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 disposal).

XXVII. Private Finance Initiative (PFI) Transactions

PFI contracts are agreements to receive services, where the responsibility for making
available the non-current assets needed to provide the services passes to the PFI
contractor. SYPTE is deemed to control the services that are provided under its PFI
schemes and as ownership of the non-current assets will pass to SYPTE at the end of
the contracts for no additional charge. SYPTE carries the non-current assets used
under the contracts on the Balance Sheet. The Government Grant, which helps to
finance the PFI scheme is held and managed by the Combined Authority and paid to
SYPTE.

SYPTE’s PFI scheme is for the provision and operation of Doncaster Interchange. PFI
transactions which meet the IFRIC 12 (Service Concession Arrangements) definition of
a service concession, as interpreted in HM Treasury’s FReM, are accounted for as “on
balance sheet” by SYPTE.

Non-current assets recognised on the Balance Sheet are revalued and depreciated in
the same way as property, plant and equipment owned by SYPTE.

The original recognition of these assets was balanced by the recognition of a liability for
the amounts due to the scheme operator to pay for the assets.

The amounts payable to the PFI operators each year are analysed as follows:

e Fair value of the services received during the year — this is debited to the relevant
service in the Comprehensive Income and Expenditure Statement.

e Finance cost — an interest charge on the outstanding Balance Sheet liability is
debited to Interest Payable and Similar Charges in the Comprehensive Income and
Expenditure Statement.

e Contingent rent — increases in the amount to be paid for the property arising during
the contract are debited to Interest Payable and Similar Charges in the
Comprehensive Income and Expenditure Statement.

e Payment towards liability — applied to write down the Balance Sheet liability.
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e Lifecycle replacement costs — where these represent payments to maintain the asset
rather than being a fixed asset addition they are charged to the relevant service in
the Comprehensive Income and Expenditure Statement.

XXVIII. Value Added Tax (VAT)

The Combined Authority is a Section 33 VAT body and recovers all of its input VAT
where possible. VAT is excluded from both income and expenditure where it can be
recovered.

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

XXIX. Corporation Tax
SYPTE is a public body and most of activities are not subject to Corporation Tax. SYITA

Properties is a limited company and is liable for Corporation Tax, paid on profits for
ordinary activities.

34.Group Accounting Standards that have been issued but have not yet been
adopted

The Code of Practice on Local Authority Accounting in the United Kingdom 2016/17 (the
Code) has introduced several changes in accounting policy as a result of amendments
to the following Accounting Standards. These standards have been issued but have not
yet been adopted by the Group. If these had been adopted for the financial year
2015/16 there would be no material change, as detailed below.

Amendments to IAS 19 Employee Benefits

This amendment, which applies from 2016/17, requires contributions from employees or
third parties to be considered when accounting for defined benefit plans. It requires that
such contributions, where linked to service, are accounted for as a reduction of service
cost. Current data suggests that this change is not expected to have a material impact
on the figures currently reported in the financial statements.

Amendments to IAS 16 Property Plant & Equipment and IAS 38 Intangible Assets

The amendments to IAS 16 and IAS 38 explain that it is not appropriate to use revenue-
based methods to calculate the depreciation of an asset because, revenue generated
by an activity that includes the use of an asset, generally reflects factors other than the
consumption of the economic benefits.

Whilst the Group may apply income methods for valuation purposes, assets are not

depreciated on the basis of revenue-based methods. The current depreciation policies
are set out in Note 1 Accounting Policies — VI Property Plant & Equipment.

94



Sheffield City Region Combined Authority — Statement of Accounts 2015/16

Accounting for Infrastructure Assets

The CIPFA Code of Practice on Transport Infrastructure Assets will be adopted in the
2016/17 Code. This will lead to the creation of a single Highways Network Asset,
measured at its current value rather than historical cost, using depreciated replacement
cost (DRC) as the method of valuation.

The change in accounting policy comes into effect from 1 April 2016. CIPFA has
confirmed in the 2015/16 Code Update that the transition arrangements will not require
comparatives or the opening balance on 1 April 2016, to be restated as a prior period
adjustment. The new valuation will instead be accounted for in 2016/17 as an in year
revaluation on 1 April 2016.

Under the DRC approach, current value will be determined by estimating the gross
replacement cost of each component (roads, street lighting, signage, traffic
management systems, footpaths and cycle ways, bridges and other structures and land)
on a modern equivalent basis, deducting the estimated accumulated depreciation to
arrive at the depreciated replacement cost.
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35.Group Adjustments Between Accounting Basis and Funding Under Regulation

2015/16
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Reversal of items debited or credited to the CI&ES:
Capital grants and contributions credited to the CI&ES 34,806 0 34,806 (34,806) 0
Application of grants and contributions to capital financing from the Capital 0 0 0 0 0
Grants Unapplied Reserve
Revenue expenditure funded from capital under statute (34,806) 0 (34,806) 34,806 0
Other movements (PTE) (2,531) 0 (2,531) 2,531 0
Insertion of items not debited or credited to the CI&ES:
Statutory provision for repayment of debt (MRP) 3,537 0 3,537 (3,537) 0
Employers contribution to Pension Scheme 1,542 0 1,542 (1,542) 0
Other:
Adjustment for the difference between fair value depreciation and historical (450) 0 (450) 450 0
cost
Transfer to Accumulating Absences Account 2 0 2 2) 0
Grants received and receivable during the year 26,268 1,003 27,271 (27,271) 0
Grants released to Operational Revenue Reserve (19,264) 0 (19,264) 19,264 0
Release to Revaluation Reserve 0 0 0 0 0
Other Movements 2 0 2 (2) 0
Total 9,106 1,003 10,109 (10,109) 0
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2014/15 - Comparative Information
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Reversal of items debited or credited to the CI&ES:
Capital grants and contributions credited to the CI&ES 23,677 0 23,677 (23,677) 0
Application of grants and contributions to capital financing from the Capital 0 9,648 9,648 (9,648) 0
Grants Unapplied Reserve
Revenue expenditure funded from capital under statute (106,225) 0 (106,225) 106,225 0
Other movements (PTE) (2,564) 0 (2,564) 2,564 0
Insertion of items not debited or credited to the CI&ES:
Statutory provision for repayment of debt (MRP) 1,993 0 1,993 (1,993) 0
Employers contribution to Pension Scheme 5,345 0 5,345 (5,345) 0
Other:
Transfer to Accumulating Absences Account 42 0 42 (42) 0
Grants received and receivable during the year 60,992 3,955 64,947 (64,947) 0
Grants released to Operational Revenue Reserve (29,020) 0 (29,020) 29,020 0
Release to Revaluation Reserve (42) 0 (42) 41 0
Other Movements 100 0 100 (100) 0
Total (45,701) 13,603 (32,098) 32,098 0
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36.Group Transfers (to) / from Earmarked Reserves

This note sets out the amounts set aside from the Group General Fund balances in
earmarked reserves to provide financing for future expenditure plans and the amounts
posted back from earmarked reserves to meet General Fund expenditure during the

year.
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Combined Authority:
Revenue Grants and
Contributions:
- LSTF Revenue 47 (4,870) 4,870 0 4,870 0 0 0 0 0
Reserve 47 0 0 0 0 0 0 (10,912) (10,912) (10,912)
- Transport for the
North
Other Earmarked
Revenue Reserves:
- PFI Revenue Reserve 47  (6,158) 1,500 (1,410) 90 (6,068) 2,000 (1,408) 592  (5,476)
- Local Growth Fund 47 0 0 0 0 0 131 (40000 (3,869) (3,869)
- Levy Reduction 47 0 0 0 0 0 0 (36,923) (36,923) (36,923)
Reserve
SYPTE:
Earmarked Revenue 47 (4,203) 0 (3,005) (3,005) (7,208) 1,147 0 1,147 (6,061)
Reserve
Total (15,231) 6,370 (4,415) 1,955 (13,276) 3,278 (53,243) (49,965) (63,241)
| 37. Group Financing and Investment Income and Expenditure
The following table provides a breakdown of Financing and Investment Income and
Expenditure:
2014/15 2015/16
£000 £000
18,617 Interest payable and similar charges 16,788
(1,746) Interest receivable and similar income (2,088)
(345) Reversal of impairment of short-term deposit 0
16,526 14,700
1,518 Pensions — Interest payable 1,333
18,044 Total 16,033
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38. Group Taxation and Non-Specific Grant Income

The following table provides an analysis of Non-Specific Grant Income:

2014/15 2015/16
£000 £000
Non ring-fenced grants:
(517) LEP Core Grant (DCLG) (5,908)
(14,498) Department for Transport (14,795)
(1,598) Better Bus Area (561)
(3,058) European Regional Development Fund / Other (5,473)
0 Other (3,070)
(19,671) Total (29,807)
The following table provides an analysis of Taxation Payable:
2014/15 2015/16
£000 £000
SYITA Properties Ltd:
108 UK Corporation Tax 51
(18) Deferred Tax 0
90 Total 51
39. Group Intangible Assets
The following is an analysis of Intangible Assets:
2014/15 2015/16
£000 £000
Cost or valuation:
367 At1 April 2014 306
(61) Amortisation (remaining life is 6 years) (62)
306 At 31 March 2015 244

Intangible assets represent £245k (£306k for 2014/15) for software associated with the
development of the Yorcard project which is being amortised over the remaining life of
the licence agreement.
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40. Group Property Plant and Equipment

Movements on Balances:

2015/16
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Cost or Valuation:
At 1 April 2015 69,408 59,965 21,326 8,382 159,081 11,200
Additions - programmed investment 0 0 573 11,485 12,058 0
Revaluation increases / (decreases) recognised in the Revaluation 630 0 0 0 630 0
Reserve
Revaluation increases / (decreases) to Surplus / Deficit on the Provision 0 0 0 0 0 0
of Services
De-recognition — disposals 0 0 (98) 0 (98) 0
De-recognition - other 0 0 0 0 0 0
At 31 March 2016 70,038 59,965 21,801 19,867 171,671 11,200
Accumulated Depreciation and Impairment:
At 1 April 2015 (1,152) (32,186) (18,592) 0 (51,930) 0
Depreciation Charge (2,629) (1,654) (519) 0 (4,802) (350)
De-recognition — Disposals 0 0 98 0 98 0
De-recognition - other 0 0 0 0 0 0
At 31 March 2016 (3,781) (33,840) (19,013) 0 (56,634) (350)
Net Book Value
As at 1 April 2015 68,256 27,779 2,734 8,382 107,151 11,200
As at 31 March 2016 66,257 26,125 2,788 19,867 115,037 10,850
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2014/15 - Comparative Information

Cost or Valuation:

At 1 April 2014

Additions - programmed investment

Revaluation increases / (decreases) recognised in the Revaluation
Reserve

Revaluation increases / (decreases) to Surplus / Deficit on the Provision
of Services

De-recognition — disposals

De-recognition - other

At 31 March 2015

Accumulated Depreciation and Impairment:
At 1 April 2014

Depreciation Charge

De-recognition — Disposals

De-recognition - other

At 31 March 2015

Net Book Value
As at 1 April 2014
As at 31 March 2015
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69,352 59,965 23,545 4,751 157,613 11,028
68 0 799 3,631 4,498 0
2,601 0 0 0 2,601 522
(680) 0 0 0 (680) 0
0 0 (3,018) 0 (3,018) 0

(1,933) (1,933) (350)

69,408 59,965 21,326 8,382 159,081 11,200

(1,152) (30,534) (21,067) 0 (52,753) 0

(1,933) (1,653) (542) 0 (4,128) (350)

0 0 3,018 0 3,018 0
1,933 0 0 0 1,933 350

(1,152) (32,187) (18,591) 0 (51,930) 0

68,200 29,431 2,478 4,751 104,860 11,028

68,256 27,778 2,735 8,382 107,151 11,200
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41.Group Investment Properties

The following is an analysis of Investment Properties:

2014/15 2015/16
£000 Cost or valuation: £000
5,517 At 1 April 5,608
101 Revaluation (200)
(10) Disposals 0
5,608 At 31 March 5,408

The assets held as investment properties are held to earn rentals or capital
appreciation or both rather than for use in the production or supply of goods or
services for administrative purposes or for sale in the ordinary course of business.

Fair Value Hierarchy

Details of the Group’s investment properties and information about the fair value
hierarchy as at 31 March 2016 are as follows:

Recurring fair value Quoted prices in Other Significant Fair value as at
measurements using: active markets significant unobservable 31 March
for identical observable inputs 2016
assets inputs
(Level 1) (Level 2) (Level 3)

£000 £000 £000 £000

SYPTE - 1,349 - 1,349
SYITA - 4,059 - 4,059
Total - 5,408 - 5,408

There were no transfers between Levels during the year.

All assets classified as Investment Properties have been done so under the Fair
Value Model as defined under IAS 40 Investment Properties.

Valuation Techniques Used to Determine Level 2 Fair Values for Investment
Properties

Significant Observable Inputs — Level 2

The fair value for the Investment Properties have been categorised at Level 2 in the fair
value hierarchy as both are subject to estimation based on comparable properties at
market value.

Highest and Best Use of Investment Properties

In estimating the fair value of the Combined Authority’s Investment Properties, the
highest and best use of the properties is their current use.

Valuation Techniques

There has been no change in the valuation techniques used during the year for
Investment Properties.
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Valuation Process for Investment Properties

SYPTE utilised the services of Sanderson Weatherall, independent qualified
Chartered Surveyors, to value those assets classified as Investment Property.

SYITA valuations were carried out by Kier Asset Partnership Services (KAPS).
Valuations were carried out in accordance with the methodologies and bases for

estimation set out in the professional standards of the Royal Institution of Chartered
Surveyors.

42. Group Financial Instruments

Categories of Financial Instruments

The following categories of financial instrument are carried in the Balance Sheet.

Long Term Current Long Term Current
31 March 31 March 31 March 31 March
2015 2015 2016 2016
£000 £000 £000 £000
Investments
0 114,001 Loans and receivables 0 134,000
Debtors
0 19,218 Loans and receivables 0 26,478
Cash and cash equivalents
0 81,151 Loans and receivables 0 28,842
Borrowings
208,900 23,629 Financial liabilities at amortised cost 205,327 7,947
Other Liabilities
11,822 303 Financial liabilities at amortised cost
(PFI) 11,646 176

Creditors and provisions
406 30,379 Financial liabilities at amortised cost 202 48,173
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2014/15 2015/16
Financial Financial Total Financial Financial Total
Liabilities Assets Liabilities Assets
Liabilities Invest- Income, Expense, Gains Liabilities Invest-
measured ments and and Losses measured ments and
at Debtors at debtors
amortised amortised
cost cost
£000 £000 £000 £000 £000 £000
(17,559) 0 (17,559) Interest expense — debt (15,751) 0 (15,751)
(1,059) 0 (1,059) Interest expense — PFI (1,046) 0 (1,046)
0 3) (3) Reductions in fair value 0 3) 3)
345 0 345 Impairment losses / (gains) 10 0 10
(18,273) (3) (18,276) Total expense in Surplus (16,787) (3) (16,790)
or Deficit on the
Provision of Services
0 1,746 1,746 Interest income 0 2,103 2,103
0 1,746 1,746 Total income in Surplus 0 2,103 2,103
or Deficit on the
Provision of Services
(18,273) 1,743 (16,530) Net gain/ (loss) for the (16,787) 2,100 (14,687)

year

Fair Value of Assets and Liabilities

Financial liabilities, financial assets represented by investments, debtors, cash, creditors
and borrowing are carried in the Balance Sheet at amortised cost. Their fair value can
be assessed by calculating the present value of the cash flows that will take place over
the remaining term of the instruments, using the following assumptions:

e Interest is calculated using the most common market convention, ACT/365 (366 in a
leap year with the exception of PWLB)
e Interest is not paid/received on the start of the instrument but is paid/received on the
maturity date
e The interest value and date has not been adjusted where the relevant date occurs
on a non-working day

With the exception of borrowing, all financial assets and liabilities are carried at cost as
this is a fair approximation of their value.

The fair values are calculated as follows:

31 March 2015

31 March 2016

Carrying Fair value Carrying Fair value
value £000 value £000
£000 £000
206,375 279,181 PWLB 187,875 252,905
21,150 27,307 Non-PWLB 21,015 27,182
11,984 11,984 Doncaster Interchange PFI 11,822 11,822
239,509 318,472 Total Financial Liabilities 220,712 291,909

The fair value of the liabilities is higher than the carrying amount because the Combined
Authority’s portfolio of loans includes a number of fixed rate loans where the interest
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payable is higher than the prevailing rates at the Balance Sheet date. This shows the
notional future loss arising from the commitment to pay interest to lenders above current

market rates.

The maturity analysis of financial liabilities excluding PFI liabilities is as follows:

31 March 31 March
2015 2016
£000 £000

18,625 Less than one year 3,563
15,063 Between one and two years 18,000
75,475 Between two and five years 77,975
118,362 More than five years 109,352
227,525 Total 208,890
43. Group Short Term Debtors
The following is an analysis of Debtors:

31 March 31 March
2015 2016
£000 £000
6,443 Central Government Bodies 5,526
2,864 Other Local Authorities 8,551
9,911 Other Entities and Individuals 12,401

19,218 Total 26,478

44. Group Cash & Cash Equivalents

31 March
2015
£000

0
2,177
4,160

6,337

74,814
0
0

74,814

74,814
2,177
4,160

81,151

Cash:

Combined Authority
PTE

SYITA Properties Ltd

Cash Equivalents:
Combined Authority
PTE

SYITA Properties Ltd

Cash & Cash Equivalents:
Combined Authority

PTE

SYITA Properties Ltd

Total

31 March 2016
£000
(372)

1,047
2,438

3,113

25,729
0
0

25,729

25,357
1,047
2,438

28,842
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45.Group Short Term Creditors

The following table shows an analysis of Short Term Creditors:

31 March 31 March
2015 2016
£000 £000
(931) Central Government Bodies (3,770)

(19,028) Other Local Authorities (25,977)
(8,219) Other Entities and Individuals (17,367)
(28,178) Total (47,114)
| 46.Group Provisions
The Combined Authority maintains the following Provisions:

31 March 31 March
2015 2016
£000 £000
(652) Opening Balance (690)

(38) Charge to Income and Expenditure Account during the year (571)
(690) Total (1,261)
Split by:

0 CA (4)
(284) SYPTE (1,055)
(284) Short Term (1,059)
(204) SYPTE (0)
(202) SYITA Properties Ltd (202)
(406) Long Term (202)

| 47. Group Usable Reserves

The following table summarises the Usable Reserves balances. Movements in the

Group’s usable reserves are shown in the Movement of Reserves Statement.

31 March 2016

General Fund

Earmarked Reserves
Revenue Grants Reserve
Capital Receipts Reserve
Capital Grants Unapplied
Operational Revenue Reserve
Profit & Loss Account

Total

Combined SYPTE SYITA Total
Authority Properties
Ltd

£000 £000 £000 £000

(6,534) 0 0 (6,534)

(46,268) (6,061) 0 (52,329)

(10,912) 0 0 (10,912)

(5,343) (1,515) 0 (6,858)

0 (5,586) 0 (5,586)

0 (604) 0 (604)

0 0 (417) (417)

(69,057) (13,766) (417) (83,240)

106




Sheffield City Region Combined Authority — Statement of Accounts 2015/16

31 March 2015 — Comparative Information

General Fund

Earmarked Reserves
Revenue Grants Reserve
Capital Receipts Reserve
Capital Grants Unapplied
Operational Revenue Reserve
Profit & Loss Account

Total

Combined SYPTE SYITA Total
Authority Properties
Ltd

£000 £000 £000 £000

(45,843) 0 0 (45,843)

(6,068) (7,208) 0 (13,276)

0 0 0 0

(5,343) (1,660) 0 (7,003)

0 (6,130) 0 (6,130)

0 (37) 0 (37)

0 0 390 390

(57,254) (15,035) 390 (71,899)

48. Group Unusable Reserves

The following table summarises the Unusable Reserves balances. Movements in the

Group’s unusable reserves are shown in the Movement of Reserves Statement:

31 March 2016

Combined SYPTE SYITA Total
Authority Properties
Ltd
£000 £000 £000 £000
Capital Adjustment Account 107,195 0 0 107,195
Deferred Capital Grants and 0 (78,987) 0 (78,987)
Contributions
Pension Reserve 0 39,052 0 39,052
Revaluation Reserve 0 (16,959) (158) (17,117)
Accumulated Absence Reserve 0 57 0 57
Total 107,195 (56,837) (158) 50,200
31 March 2015 — Comparative Information
Combined SYPTE SYITA Total
Authority Properties
Ltd
£000 £000 £000 £000
Capital Adjustment Account 110,733 0 0 110,733
Deferred Capital Grants and 0 (70,980) 0 (70,980)
Contributions
Pension Reserve 0 41,798 0 41,798
Revaluation Reserve 0 (17,408) (154) (17,562)
Accumulated Absence Reserve 0 60 0 60
Total 110,733 (46,530) (154) 64,049
49. Group Cash Flow Statement — Operating Activities
The cash flows for operating activities include the following items:
2014/15 2015/16
£000 £000
1,955 Interest Received 2,088
(18,396) Interest Paid (16,788)
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(16,441) Total

(14,700) |

The surplus or (deficit) on the provision of services has been adjusted for the following

non-cash movements:

2014/15
£000
4,359 Depreciation
0 Impairment and downward valuations
27,326 Amortisation
2,122 Increase / (decrease) in creditors
(6,145) Increase / (decrease) in debtors
(84) Increase / (decrease) in inventories
(2,781) Movement in pension liability
(71) Other non-cash items charged to the net surplus or deficit on the
provision of services
24,726 Total

2015/16
£000
4,802
(430)
18,180
18,316
(7,260)
258
989
570

35,425

The surplus or (deficit) on the provision of services has been adjusted for the following

items that are investing and financing activities:

2014/15 2015/16
£000 £000
(100) Proceeds from short-term (not considered to be cash equivalents) and 199,000
long-term investments (includes investments in associates, joint ventures
and subsidiaries)
(21,524) Any other items for which the cash effects are investing or financing cash (35,265)
flows
(21,624) Total 163,735
| 50.Group Cash Flow Statement — Investing Activities
The cash flows for investing activities include the following items:
2014/15 2015/16
£000 £000
(81,761) Purchase of property, plant and equipment, investments property and (30,174)
intangible assets
(297,400) Purchase of short-term and long-term investments (287,000)
301,453 Proceeds from short-term and long term investments 0
26,187 Other receipts from investment activities 63,048
(1,521) Total (254,126)
| 51. Group Cash Flow Statement — Financing Activities
The cash flows for financing activities include the following items:
2014/15 2015/16
£000 £000
(149) Cash payments for the reduction of outstanding liabilities relating to (162)
finance leases and on-balance sheet PFI contracts
(11,125) Repayments of short and long-term borrowing (18,635)
(11,274) Total (18,797)
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52. Group Amounts Reported for Resource Allocation Decisions

The analysis of income and expenditure by service on the face of the Comprehensive
Income and Expenditure Statement is that specified by the CIPFA Service Reporting
Code of Practice (SeRCOP). However, decisions about resource allocation are taken by
the Group members on the basis of budget reports analysed across the services. These

reports are prepared on a different basis from the accounting policies used in the

financial statements. In particular:

e no charges are made in relation to capital expenditure (whereas depreciation,

revaluation and impairment losses in excess of the balance on the Revaluation
Reserve and amortisations are charged to services in the Comprehensive Income

and Expenditure Statement).

e the cost of retirement benefits is based on cash flows (payment of employer’s

pension’s contributions) rather than current service cost of benefits accrued in the

year.

e expenditure on some support services is budgeted for centrally and not charged to

services.

The following tables show how the figures reported in the Group outturn reports

reconcile to the figures in the Comprehensive Income and Expenditure Statement.

The income and expenditure of the Group recorded in the budget reports for the

year ended 31 March 2016 is as follows:

2015/16 Service Income and Expenditure

Transport Economic Transport for Total
Authority Regeneration the North
£000 £000 £'000 £000
Grants (4,811) (4,198) (3,303) (12,312)
Other reimbursements and (67,725) (204) 0 (67,929)
contributions
Other Income (1,785) (2,243) 0 (4,028)
Recharges 0 (33) 0 (33)
Total Income (74,321) (6,678) (3,303) (84,302)
Employees 12 1,555 532 2,099
Premises 0 42 0 42
Transport 4 39 43
Supplies and services 78,845 4,061 2,771 85,677
Third Party Payments
0 435 0 435
Support Services 237 156 0 393
Total Expenditure 79,098 6,288 3,303 88,689
Net Expenditure 4,777 (390) 0 4,387

(budget outturn)
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2014/15 Service Income and Expenditure — Comparative Information

Transport Economic Transport for Total
Authority Regeneration the North
£000 £000 £000
£000
Grants (8,729) (665) 0 (9,394)
Other reimbursements and (75,982) (768) 0 (76,750)
contributions
Other Income (1,333) (687) 0 (2,020)
Total Income (86,044) (2,120) 0 (88,164)
Employees 0 754 0 754
Premises 0 64 0 64
Transport 1 19 0 20
Supplies and services 48,205 566 0 48,771
Support Services 279 104 0 383
Total Expenditure 48,485 1,507 0 49,992
Net Expenditure (37,559) (613) 0 (38,172)

(budget outturn)

Reconciliation of Service Income and Expenditure to Cost of Services in the
Comprehensive Income and Expenditure Statement:

This reconciliation shows how the figures in the analysis of service income and
expenditure relate to the amounts included in the Comprehensive Income and
Expenditure Statement.

2014/15 2015/16
£000 £000
(38,172) Net Expenditure in the Service Analysis (budget outturn) 4,387
76,103 Additional subsidiaries not included in the analysis 69,856
(24,009) Amounts not reported to management (87,151)
(5,288) Amounts included in the analysis but not included in the CI&ES 5,178
8,634 (Surplus) / Deficit on Continuing Operations in the CI&ES (7,730)
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This reconciliation shows how the figures in the analysis of income and expenditure relate to the amounts included in the Comprehensive
Income and Expenditure Statement.

2015/16

Fees, charges and other
service income

Interest and investment

income

Government grants and

contributions

Total Income

Employee expenses
Other service expenses
Interest payments

Gain or Loss on Disposal
of Fixed Assets

Pension interest cost and
expected return in pension
assets

Total Expenditure

(Surplus) or deficit on
the provision of services

Net Additional Amounts not Amounts (Surplus) / Amounts Total
Expenditure in subsidiaries reportedto  included in the Deficit on  reported below
the Service notincluded in management analysis but Continuing the net
Analysis the analysis not included in Operations in expenditure of
(budget the CI&ES the CI&ES Continuing
outturn) Operations in
the CI&ES

£000 £000 £000 £000 £000 £000 £000

(1,995) (9,790) (92,676) 0 (104,461) 0 (104,461)

(2,066) 0 0 2,066 0 (2,088) (2,088)

(80,241) 0 (50,898) 4,500 (126,639) (29,807) (156,446)

(84,302) (9,790) (143,574) 6,566 (231,100) (31,895) (262,995)

2,099 5,768 0 0 7,867 0 7,867

85,202 73,878 56,423 0 215,503 51 215,554

1,388 0 0 (1,388) 0 16,788 16,788

0 0 0 0 0 Q) Q)

0 0 0 0 0 1,333 1,333

88,689 79,646 56,423 (1,388) 223,370 (18,171) 241,541

4,387 69,856 (87,151) 5,178 (7,730) (13,724) (21,454)
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2014/15 - Comparative Information

Fees, charges and other
service income

Interest and investment

income

Government grants and

contributions

Total Income

Employee expenses
Other service expenses
Interest payments

Gain or Loss on Disposal
of Fixed Assets

Pension interest cost and
expected return in pension
assets

Total Expenditure

(Surplus) or deficit on
the provision of services

Net Additional Amounts not Amounts (Surplus) / Amounts Total
Expenditure in subsidiaries reported to  included in the Deficit on  reported below
the Service notincluded in management analysis but Continuing the net
Analysis the analysis not included in Operations in expenditure of
(budget the CI&ES the CI&ES Continuing
outturn) Operations in
the CI&ES

£000 £000 £000 £000 £000 £000 £000

(694) (10,006) 0 0 (10,700) 0 (10,700)

(1,326) 0 0 1,326 0 (1,745) (1,745)

(86,144) (1,884) (23,677) 5,387 (106,318) (19,671) (125,989)

(88,164) (11,890) (23,677) 6,713 (117,018) (21,416) (138,434)

754 6,803 0 0 7,557 0 7,557

47,850 81,190 (332) (10,613) 118,095 (35) 118,060

1,388 0 0 (1,388) 0 18,273 18,273

0 0 0 0 0 0 0

0 0 0 0 0 1,518 1,518

49,992 87,993 (332) (12,001) 125,652 19,756 145,408

(38,172) 76,103 (24,009) (5,288) 8,634 (1,660) 6,974
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53. Group Officers’ Remuneration

Under the Accounts and Audit Regulations 2011, Local Authorities are required to
disclose information on their employees’ remuneration in two sections.

The first section must contain the details of those officers defined in the Regulations as
senior employees whose salary is above £50,000 per annum. Senior employees are
typically categorised as statutory chief officers or non-statutory chief officers. The latter
category typically includes those officers who report directly to the Chief Executive
(excluding those whose duties are solely secretarial). In addition, those senior officers
whose salary is above £150,000 are required to be named in this section.

The second section must include a disclosure of the numbers of other staff whose total
remuneration (i.e. salary plus overtime and allowances, etc.) is above £50,000.

The remuneration paid to the Combined Authorities senior employees is shown in the
table below:

2015/16
Post Holder Salary - Expenses  Compensation Pension Total
Information including  Allowances for Loss of  Contributions  Remuneration
Fees and Office including
Allowances Pension
Contributions
£ £ £ £ £
Interim Director 140,106 0 0 25,102 165,208
General PTE /
Executive
Director CA
Interim General 96,464 0 93,000 10,508 199,972
Director
Principal 75,145 402 0 9,060 84,607
Solicitor and
Secretary
Head of 61,762 0 0 7,535 69,297
Financial
Services
Director of Skills 56,334 0 0 11,736 68,070
& Performance
Head of Skills & 52,603 0 0 11,185 63,788
Performance
Director of 48,676 0 0 10,144 58,820
Transport
Head of Policy 47,167 0 0 10,063 57,230
Director of 36,073 0 0 4,067 40,140
Strategy
Total 614,330 402 93,000 99,400 807,132
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2014/15 - Comparative Information

Post Holder
Information

Interim Director
General PTE /
Executive Director
CA

Interim Deputy
General / Director of
Customer
Experience

Interim Director of
Strategy

Head of Financial
Services

Interim Head of
Financial Services

Interim Head of
Finance

Principal Solicitor
and Secretary

Director of Inward
Investment

Director of Skills

Total

Salary - Expenses Compensation Pension Total
including Allowances for Loss of Contributions Remuneration
Fees and Office including

Allowances Pension
Contributions
£ £ £ £ £

119,832 606 0 14,091 134,529

104,250 23 0 12,719 116,992

80,438 0 0 9,760 90,198
12,059 0 0 1,471 13,530
15,698 0 0 1,806 17,504
23,434 0 11,810 2,865 38,109
75,636 387 0 8,775 84,798
80,000 0 0 0 80,000
65,278 0 0 0 65,278
576,625 1,016 11,810 51,487 640,938

The Combined Authority’s other employees receiving more than £50,000 remuneration
for the year (excluding employer’s pension contributions) were paid the following

amounts:
2014/15 2015/16
Total Remuneration Band Total
1 £50,000 - 54,999 0
3 £55,000 - 59,999 1
1 £60,000 - 64,999 3
1 £65,000 - 69,999 1
1 £70,000 - 74,999 0
1 £75,000 - 79,999 2
2 £80,000 - 84,999 0
1 £100,000 - 104,999 0
1 £120,000 - 124,999 0
12 Total 7
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54. Group Termination Benefits

SYPTE terminated the contracts of 17 employees in 2015/16 (35 in 2014/15) incurring
liabilities of £301k (£278k in 2014/15).
The number of exit packages and total cost per band are set out in the table below:

2014/15 2015/2016
Total number  Total cost of Exit Package cost band Total number  Total cost of
of exit exit (including special payments) of exit exit
packages by packages in packages by packages in
cost band each band cost band each band
£000 £000
34 256 £0 - £20,000 7 7
1 22 £20,001 - £40,000 8 152
0 0 £40,001 - £60,000 1 49
0 0 £60,001 - £80,000 0 0
0 0 £80,001 - £100,000 1 93
35 278 Total 17 301
55. Group External Audit Fees
The following fees were paid to the auditors of the Group members:
2014/15 2015/16
£000 £000
35 Combined Authority 63
55 South Yorkshire Passenger Transport Executive 43
9 SYITA Properties Limited 9
99 Total 115
The costs were in relation to the following services provided by the External Auditors:
2014/15 2015/16
£000 £000
99 Fees payable with regard to external audit services carried out by the 112
appointed auditor
0 Fees payable for the certification of grant claims and returns 3
99 Total 115

56. Group Grant Income

The Group credited the following grants, contributions and donations to the
Comprehensive Income and Expenditure Statement:
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2014/15 2015/16
£000 £000
Credited to Services:
(145) Department for Business Innovation and Skills (3,587)
(27,537) Department for Transport (42,234)
(12) European Regional Development Fund 0
(76,779) English Local Government (69,190)
0 Department for Communities and Local Government (11,598)
0 Cabinet Office (30)
(104,473) (126,639)
Credited to Taxation and Non Specific Grant Income:
Non-ring fenced Government Grants:
(517) Department for Communities and Local Government (5,908)
(16,096) Department for Transport (15,521)
(3,058) European Regional Development Fund / Other (8,378)
(19,671) (29,807)
(124,144) Total (156,446)

The Group has received a number of grants and contributions 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. The balances at year end are as follows:

31 March 31 March
2015 2016
£000 £000

Revenue Grants Receipts in Advance:
0 Department for Business Innovation and Skills (1,983)
0 Department for Transport (69)
0 Cabinet Office (65)
0 Total (2,117)
Capital Grants Receipts in Advance:
(4,664) Department for Transport (4,197)
0 Department for Communities and Local Government (28,250)
(4,664) Total (32,447)

| 57.Group Related Party Transactions

The Group is required to disclose material transactions with related parties — bodies or
individuals that have the potential to control or influence the Group or to be controlled or
influenced by the Group. Disclosure of these transactions allows readers to assess the
extent to which the Group might have been constrained in its ability to operate
independently or might have secured the ability to limit another party’s ability to bargain
freely with the Group.

For the Combined Authority, the main categories of related party are the nine
constituent Local Authorities who’s Leaders make up the membership of the Combined
Authority and have direct control through voting rights. The material related party
transactions in year amounted to net payments of £35m (£51m in 2014/15) with £16m
accrued (£126m in 2014/15).

Members

During 2015/16 no works or services were commissioned from companies in which any
members had an interest.
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Officers

There have been no pecuniary interests involving the Head of Paid Service, the S151
Officer or the Monitoring Officer to the Combined Authority.

Significant Transactions:

2015/16
Notes Receipts Payments Net Receivables Payables Net
Payments Assets
Related Party £000 £000 £000 £000 £000 £000
Barnsley 1 (11,858) 7,895 (3,963) 469 (2,123) (1,654)

Metropolitan

Borough Council

Doncaster 2 (15,232) 8,270 (6,962) 5 (2,122) (2,117)
Metropolitan

Borough Council

Rotherham 3 (13,041) 7,288 (5,753) 165 (1,811) (1,646)
Borough Council

Sheffield City 4 (28,302) 8,916 (19,386) 357 (4,948) (4,591)
Council

Bolsover District 5 (4) 6 2 0 0 0
Council

Bassetlaw District 6 (4) 0 (4) 0 0 0
Council

North East 7 (4) 0 (4) 0 0 0
Derbyshire

District Council

Chesterfield 8 (4) 48 44 255 0 255
Borough Council

Derbyshire Dales 9 (4) 0 4) 0 0 0

District Council

1 Income - Transport Levy £11.9m,CA subs £32k, Enterprise Zone rates £469k all owed; Expenditure -
£3.8m Highways Capital Maintenance Grant, £1.1m Superfast Broadband, £4.0m LSTF/LTP programmes
of which £2.1m owed.

2 Income — Transport Levy £15.2m, CA subs £41k; Expenditure — Highways Capital Maintenance Grant
£4.7m, LSTF/LTP programmes £4.7m of which £2.1m owed.

3 Income — Transport Levy £13.0m, CA subs £36k, Enterprise Zone rates £165k all owed; Expenditure —
Highways Capital Maintenance Grant £3.7m, LSTF/LTP programmes £4.7m of which £1.8m owed.

4 Income — Transport Levy £28.3m, CA subs £75k, Enterprise Zone rates £347k all owed; Expenditure —
LSTF/LTP programmes £13.2m of which £4.9m owed.

5 Income — CA subs £4k; Expenditure — seconded staff £6k.

6 Income — CA subs £4k.

7 Income — CA subs £4k.

8 Income — CA subs £4k, Enterprise Zone rates £232k all owed.

9 Income — CA subs £4k.
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2014/15 - Comparative Information

Notes Receipts Payments Net Receivables Payables Net
Payments Assets

Related Party £000 £000 £000 £000 £000 £000
Barnsley 1 (12,902) 3,930 (8,972) 820 (1,881) (1,061)
Metropolitan
Borough Council
Doncaster 2 (17,100) 4,789 (12,311) 0 (2,817) (2,817)
Metropolitan
Borough Council
Rotherham Borough 3 (14,518) 5,572 (8,946) 228 (1,871) (1,643)
Council
Sheffield City 4 (31,644) 2,734 (28,910) 16 (5,085) (5,069)
Council
Bolsover District 5 (27) 14 (13) 0 0 0
Councll
Bassetlaw District 6 (23) 0 (23) 4 0 4
Council
North East 7 (27) 0 (27) 0 0 0
Derbyshire District
Council
Chesterfield 8 4) 10 6 23 0 23
Borough Council
Derbyshire Dales 9 (4) 0 (4) 0 0 0

District Council

1 Income (split across receipts and receivables) - £13.1m Transport Levy, £0.03m LEP Subs, £0.5m
Enterprise zone, £0.09m Loan write off. Expenditure (split across payments and payables) - £3m
highways capital maintenance grant and £2.5m payment for Local Transport Plan and Local Sustainable
Transport Fund.

2 Income - £17m Transport Levy, £0.04m LEP Subs, £0.09m Loan w/off. Expenditure (split across
payments and payables) - £3.4m payment of highways capital maintenance grant and £4.1m payment for
Local Transport Plan and Local Sustainable Transport Fund.

3 Income - (split across receipts and receivables) - £14.5m Transport Levy, £0.04m LEP Subs, £0.13m
Enterprise zone, £0.09m Loan w/off. Expenditure (split across payments and payables) - £2.7m payment
of highways capital maintenance grant and £4.3m payment for Local Transport Plan / Local Sustainable
Transport Fund.

4 Income - £31.4m Transport Levy, £0.08m LEP Subs, £0.02m Enterprise zone, £0.19m Loan write off.
Expenditure (split across payments and payables) - £7.5m payments for Local Transport Plan / Local
Sustainable Transport Fund.

5 £0.004m LEP Subs income, £0.023m Loan write off.

6 £0.027m Loan write off.

7 £0.004m LEP Subs income, £0.023m Loan write off.

8 £0.004m LEP Subs income, £0.023m Loan write off.

9 £0.004m LEP Subs income.

Transactions with Other Public Bodies

The UK government exerts significant influence over the Combined Authority through
legislation and grant funding. Grant funding received is detailed in the notes to the
consolidated income and expenditure account. The following table shows transactions
excluding grants:
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2015/16

Notes Receipts Payments Net Receivables Payables Net

Payments Assets

Related Party £000 £000 £000 £000 £000 £000
Derbyshire County 1 0 41 41 0 (3,780) (3,780)
Councll
Network Ralil 2 0 56 56 0 (845) (845)
West Yorkshire ITA 3 0 0 0 0 (819) (819)
Transport For 4 0 0 0 0 (778) (778)
Manchester
Mersey Travel 5 0 288 288 0 0 0
TN 6 0 177 177 0 0 0
South Yorkshire 7 (38) 34 4) 0 0 0
Pensions Authority
Leeds City Council 8 0 23 23 0 0 0
1 £3.8m grant for Seymour Link, all owed.
2 Northern Transport Strategy grant programme £845k, all owed
3 Northern Transport Strategy grant programme £819k, all owed
4 Northern Transport Strategy grant programme £778k, all owed
5 Northern Transport Strategy grant programme £288k
6 Northern Transport Strategy grant programme £177k
7 Fees
8 Fees
2014/15 - Comparative Information

Notes Receipts Payments Net Receivables Payables Net

Payments Assets

Related Party £000 £000 £000 £000 £000 £000
South Yorkshire 1 0 41 41 0 (21) (21)
Pensions Authority
South Yorkshire 2 0 56 56 0 0 0
Police and Crime
Commissioner
Leeds City Council 3 0 0 0 0 (19) (19)
1 Fees

2 Payment for Local Transport Plan
3 Mipim UK property trade show costs

SYPTE

SYPTE has one subsidiary, Supertram Assets Ltd which is non-trading. Certain SYPTE

Directors and Officers are also Directors of Supertram Assets Limited, but do not

receive any remuneration from the company.

At 31 March 2015 the Executive had a Joint Venture with Yorcard Ltd. This is a trading
company which was incorporated in England on 2 March 2007. As the Joint Venture is
not material to SYPTE it has not consolidated Yorcard Ltd into its accounts.

SYITA Properties Ltd

SYITA did not disclose any related party transactions.
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58. Group Leases

SYPTE and SYITA as Lessee

Finance Leases

The Group has not classified any leases as Finance Leases other than the Private
Finance Initiative (note 59).

Operating Leases

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

are:

2014/15
£000
570
2,736
1,200

4,506

2015/16

£000

Not later than one year 570
Later than one year and not later than five years 2,183
Later than five years 656
Total 3,409

SYPTE and SYITA Properties Ltd as Lessor

Finance Leases

The Group has not classified any leases as Finance Leases.

Operating Leases

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

are:

2014/15
£000
441
1,496
1,680

3,617

2015/16

£000

Not later than one year 482
Later than one year and not later than five years 1,585
Later than five years 1,427
Total 3,494

SYPTE has seventeen property leases for the provision of transport infrastructure to
support customer experience such as shops and bus depots.

Contingent Rents

The minimum lease payments receivable do not include rents that are contingent on
events taking place after the lease was entered into, such as adjustments following rent

reviews.

There are no contingent rents payable where SYPTE is the lessee.
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59. Group Private Finance Initiative (PFI)

SYPTE’s PFI contract (Doncaster Interchange) was signed on 3 December 2003 with
Teesland Property Company (Northern) Limited and involved construction of a new bus
station, which became operational in June 2007. The contract runs until June 2039 and
incorporates the future maintenance and upkeep of both the building and the fixtures
and fittings. The net book value of the interchange at 31 March 2016 is £10.9m (£11.2m
31 March 2015). The project is a 32 year scheme and funds are provided by SYPTE to
the PFI contractor by monthly unitary charge payments.

In 2015/16 unitary charge payments of £2.4m (£2.5m in 2014/15) were paid by SYPTE
to the operator, Teesland Property Company. Unitary charge payments, over the life of
the contract are expected to total £93.0m, of which SYPTE will contribute £18.2m and
the remainder will be recovered in the form of PFI credits paid to SYPTE by the
Combined Authority. The unitary charge can vary during the life of the contract, and is
contractually subject to inflation rates and performance targets placed upon the
operator.

The Combined Authority receives income (PFI credits) quarterly for Doncaster
Interchange from the Department of Communities and Local Government (DCLG). This
is granted to the SYPTE. Timing differences between income received and expenditure
paid is managed by the Combined Authority in the PFI Earmarked Reserve (see note
9).

The Combined Authority received income of £2.5m (£3.9m in 2014/15). Total
contributions towards the SYPTE unitary charge payments granted by the Combined
Authority to SYPTE for 2015/16 were £4.5m (2014/15 £2.5m).

Further details of the scheme are shown in the table below:

Repayment Interest Contingent/ Service Lifecycle Total
of Liability Charge Rental Charge Costs
£000 £000 £000 £000 £000 £000
Within 1 year 176 1,032 100 1,020 115 2,443
Within 2 -5 years 873 3,961 0 4,450 501 9,785
Within 6 - 10 years 1,594 4,448 0 6,497 731 13,270
Within 11 - 15 years 2,423 3,620 0 7,717 868 14,628
Within 16 - 20 years 3,682 2,360 0 9,165 1,031 16,238
Within 21 — 25 years 3,074 552 (983) 6,305 709 9,657
Total 11,822 15,973 (883) 35,154 3,955 66,021
2015 2016
Doncaster Doncaster
Interchange Interchange
PFI PFI
Assets Assets
£000 £000
Net book value:
11,028 As at 1 April 11,200
522 Revaluations 0
(350) Depreciation (350)
11,200 As at 31 March 10,850
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2015 2016
Doncaster Doncaster
Interchange Interchange
PFI PFI
Liability Liability
£000 £°000
12,133 Asat 1 April 11,984
(1,309) Lease repayments (1,308)
1,059 Interest Charge 1,046

101 Contingent rentals 100
11,984 As at 31 March 11,822

| 60. Group Post-Employment Benefits

As part of the terms and conditions of employment of its employees, SYPTE offers post-
employment benefits in the form of a pension scheme under the Local Government
Pension Regulations 1995 and administered by the South Yorkshire Pensions Authority.
This provides members with defined benefits related to pay & service. Although these
benefits will not actually be payable until employees retire, the Combined Authority has
a commitment to make the payments that need to be disclosed at the time that
employees earn their future entitlement.

Local Government Pension Scheme

Transactions Relating to Post-Employment Benefits

SYPTE continues to be responsible for payments to the Fund in respect of services to
25 October 1986 for all staff employed by the SYPTE to that date, including all
employees transferred to First South Yorkshire Limited (formerly Mainline Group
Limited), under the provisions of the Transport Act 1985.

For service from 26 October 1986 SYPTE contributes to the Fund in respect only of its
own employees who are also members of the Scheme.

Contributions made to the Fund in respect of current and past service are charged to
the Comprehensive Income and Expenditure Statement.

2014/15 2015/16
£000 £000
Comprehensive Income and Expenditure Statement
1,046 Current Service Cost 1,198
1,518 Financing Investment Income and Expenditure 1,333
7,936 Re-measurements in other Comprehensive Income and Expenditure (3,735)
10,500 Total Post-Employment Benefits Charged to the Comprehensive (1,204)
Income and Expenditure Statement
2014/15 2015/16
£000 £000
Movement in Reserves Statement
(2,564) Reversal of net charges made to the (Surplus) / Deficit for the (2,531)
Provision of Services for post-employment benefits in accordance with
the Code
Actual amount charged against the General Fund Balance for
pensions in the year:
5,345 Employers contributions payable to scheme 1,542
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Assets & Liabilities in Relation to Post-Employment Benefits

Reconciliation of present value of the scheme liabilities:

2014/15 2015/16
£000 £000
(94,490) Opening Balance at 1 April (107,963)
(1,034) Current Service Cost (1,178)
(4,046) Interest cost (3,380)
(397) Contributions by Scheme Participants (350)
(13,444) Re-measurements 5,214
(12) Curtailments (20)
5,460 Benefits paid 5,007
(107,963) Closing Balance at 31 March (102,670)
Reconciliation of fair value of the scheme (plan) assets:
2014/15 2015/16
£000 £000

57,847 Opening Balance at 1 April 66,165
2,551 Interest on Plan Assets 2,067
5,508 Re-measurements (1,479)

(23) Administration expenses (20)

5,345 Contributions by Employer 1,542

397 Contributions by Scheme (plan) Participants 350

(5,460) Benefits Paid (5,007)

66,165 Closing Balance at 31 March 63,618
Pension Scheme Assets Comprised:

2014/15 2015/16

£000 £000

39,401 Equities 36,670

Bonds:

10,136 Government Bonds 9,376
3,830 Other Bonds 4,015
7,218 Property 7,437
5,577 Other 6,120

The actuaries have taken account of the changes in the Local Government Pension
Scheme regulations in assuming that 50% of scheme members will take up the option
for increased lump sum payments.

Scheme History

Present Values of Liabilities
Fair Value of Scheme Assets
Surplus / (Deficit) in the scheme

2014/15 2015/16
£000 £000
(107,963) (102,670)
66,165 63,618
(41,798) (39,052)
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Basis for Estimating Assets and Liabilities

The pension fund liabilities have been assessed by the actuaries Mercer Ltd and the
main assumptions used in their calculations are as follows:

2014/15

Mortality assumptions:
Longevity at age 65 for current pensioners:

23 years Men
25.6 years Women

Longevity at age 65 for future pensioners:

25.3 years Men
28.4 years Women

Financial assumptions:

2.0% Rate of CPI inflation
3.75% Rate of increase in salaries

2.0% Rate of increase in pensions

3.2% Discount rate

2015/16

23 years
25.7 years

25.4 years
28.5 years

2.0%
3.8%
2.0%
3.5%

The estimation of the defined benefit obligations is sensitive to the actuarial

assumptions set out in the table above. A sensitivity analysis is shown in the table

below:

Disclosure item
Liabilities

Assets
Deficit/(Surplus)
Projected Service
Cost for next year
Projected Net
Interest Cost for
next year

Central

£000

102,670
(63,618)
39,052
1,064

1,340

Sensitivity 1
+0.1% p.a.
discount
£000
100,989
(63,618)
37,371
1,028

1,318

Sensitivity 2
+0.1% p.a.
inflation
£000
104,380
(63,618)
40,762

1,101

1,416

Sensitivity 3
+0.1% p.a.
pay growth

£000
102,972
(63,618)
39,354
1,064

1,367

Sensitivity 4

1 year
increase in
life
expectancy
£000

104,722
(63,618)
41,104
1,088

1,428

History of Experience Gains and Losses

The actuarial gains identified as movements on the Pension Reserves can be analysed
into the following categories, measured as a percentage of assets or liabilities:

Differences between the expected and actual return on assets
Experience gains and losses on liabilities

31 March 2015

%
12.2
0.0

31 March 2016
%

0.9

0.0
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| South Yorkshire Passenger Transport Pension Fund

| South Yorkshire Passenger Transport Pension Fund Account

To be included in the final audited Statement of Accounts.
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Notes to the South Yorkshire Passenger Transport Pension Fund Account

To be included in the final audited Statement of Accounts.
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Glossary

Term

Definition

Abbreviations

The symbol ‘k’ following a figure represents £thousand.
The symbol ‘m’ following a figure represents £million.
The symbol ‘bn’ following a figure represents £billion.

Accounting Period

The period of time covered by the Combined Authority’s
accounts. Normally 12 months, beginning on 1 April. Also
known as the Financial Year.

Accounting Policies

These are the specific principles, bases, conventions, rules
and practices applied by an entity in preparing and presenting
financial statements.

Accruals
Concept

Income and Expenditure are recognised as they are earned or
incurred, not as money is received or paid.

Added Years

A discretionary award increasing the value of pensions for
retiring employees aged 50 or over subject to specific
conditions. Employers must exercise this discretion in
accordance with the national regulations and organisation’s
own policies.

Amortisation

An accounting technique of recognising a cost or item of
income in the Comprehensive Income and Expenditure
Statement over a period of years rather than when the initial
payment is made. Its purpose is to charge / credit the cost /
income over the accounting periods that gain benefit for the
respective item.

Capital Expenditure

Expenditure that is incurred to acquire, create or add value to
a non-current asset.

Capital Financing
Requirement

It measures the Combined Authority’s underlying need to
borrow or finance by other long-term liabilities for a capital
purpose.

It represents the amount of capital expenditure that has not
yet been resourced absolutely, whether at the point of spend
or over the longer term. Alternatively, it means capital
expenditure incurred but not yet paid for.
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Capital Receipts The proceeds from the sale of capital assets which, subject to
various limitations, can be used to finance capital expenditure,
invested, or to repay outstanding debt on assets originally
financed through borrowing.

Cash Comprises cash on hand and demand deposits.

Cash Equivalents These are short term, highly liquid investments that are readily
convertible to known amounts of cash and which are subject
to an insignificant risk of changes in value.

Consistency Concept | The consistency concept requires that there should be a
consistent method of accounting treatment of like items within
each accounting period and from one period to the next.

Contingency A condition which exists at the Balance Sheet date, where the
outcome will be confirmed only on the occurrence of one or
more uncertain future events not wholly within the Combined
Authority’s control.

Credit Risk The possibility that one party to a financial instrument will fail
to meet their contractual obligations, causing a loss to the
other party.

Creditors Amounts owed by the Combined Authority for work done,
goods received or services rendered, for which no payment
has been made at the date of the Balance Sheet.

Debtors Amounts owed to the Combined Authority for work done,
goods received or services rendered, for which no payment
has been received at the date of the Balance Sheet.

Defined Benefit A pension or other retirement benefit scheme, other than a
Scheme Defined Contribution scheme. Usually, the scheme rules
define the benefits independently of the contributions payable,
and the benefits are not directly related to the investments of
the scheme. The scheme may be funded or unfunded
(including notionally funded).

Defined Contribution | A pension or other retirement benefit scheme into which an
Scheme employer pays regular contributions fixed as an amount or as
a percentage of pay and will have no legal or constructive
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obligation to pay further contributions if the scheme does not
have sufficient assets to pay all employee benefits relating to
employee service in the current and prior periods.

Depreciation

The measure of the wearing out, consumption or other
reduction in a non-current asset either as a result of its use,
ageing or obsolescence.

Fair Value

Fair Value is the price that would be received to sell an asset
or paid to transfer a liability in an orderly transaction between
market participants at the measurement date.

Finance Lease

A lease that transfers substantially all the risks and rewards
incidental to ownership of an asset to the lessee. The
payments usually cover the full cost of the asset together with
a return for the cost of finance.

Financial Instrument

A contract that gives rise to a financial asset of one entity and
a financial liability or equity instrument of another. The term
“financial instrument” covers both financial assets and
financial liabilities and includes both straightforward financial
assets and liabilities such as trade receivables (debtors) and
trade payables (creditors) and complex ones such as
derivatives.

General Fund

The total services of the Combined Authority.

Goodwill The difference between the aggregate fair value of the net
assets of a business and the value of the business as a
whole. Goodwill can be internally developed or purchased.

Impairment A reduction in the value of a non-current asset below its

carrying amount on the Balance Sheet.

Examples of factors which may cause such a reduction in
value include general price decreases, a significant decline in
a fixed asset’s market value and evidence of obsolescence or
physical damage to the asset.

Intangible Assets

Non-financial assets that do not have physical substance but
are identified and are controlled by the entity through custody
or legal rights. The two broad types of intangible non-current
assets applicable to local authorities are goodwill and other
intangible assets. Examples of other intangible assets might
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be patents or software licences.

International
Financial Reporting
Standards (IFRS)

Accounting standards developed by the International
Accounting Standards Board which determine the standards
to be adopted in the preparation and presentation of the
Combined Authority’s accounting records.

Inventories

Inventories are assets:

e in the form of materials or supplies to be consumed in the
production process or consumed or distributed in the
rendering of services

e held for sale or distribution in the ordinary course of
operations

e in the process of production for sale or distribution

Investment Property

Property held solely to earn rentals or for capital appreciation
or both, rather than for use in the production or supply of
goods or services or for administration purposes or sale in the
ordinary course of operations.

Materiality

Omissions or misstatements of items are material if they
could, individually or collectively, influence the decisions or
assessments of users made on the basis of the financial
statements. Materiality depends on the nature or size of the
omission or misstatements judged in the surrounding
circumstances. The nature or size of the item, or a
combination of both, could be the determining factor.

Minimum Revenue
Provision (MRP)

The minimum amount which must be charged to an Combined
Authority’s revenue account each year and set aside as
provision for credit liabilities, as required by the Local
Government and Housing Act 1989.

Net Book Value

The amount at which non-current assets are included on the
Balance Sheet, i.e. their historical cost or current value less
the cumulative amount provided for depreciation.

Net Current
Replacement Cost

The cost of replacing or recreating the particular asset in its
existing condition and in its existing use i.e. the cost of its
replacement or of the nearest equivalent asset, adjusted to
reflect the current position of the existing asset.

Net Realisable Value

The open market value of the asset in its existing use (or open
market value in the case of non-operational assets), less the
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expenses incurred in realising the asset.

Operating Lease

A lease other than a Finance Lease. An agreement in which
the Combined Authority derives the use of an asset in
exchange for rental payments, though the risks and rewards
of ownership of the asset are not substantially transferred to
the Combined Authority.

Private Finance
Initiative (PFI)

A contract in which the private sector is responsible for
supplying services that are linked to the provision of a major
asset. Payments are made for the provision of service, which
Is linked to availability, performance and levels of usage.

Property, Plant and

Tangible assets that are held for use in the production or

Equipment supply of goods and services, for rental to others, or for
administrative purposes, and expected to be used during
more than one period.

Provisions Amounts charged to revenue during the year for costs with

uncertain timing, though a reliable estimate of the cost
involved can be made.

Prudence Concept

Requires that revenue is not anticipated until realisation can
be assessed. Provision is made for all known liabilities
whether the amount is certain or can only be estimated in light
of the information available.

Public Works Loan
Board (PWLB)

A government agency, which provides loans to authorities at
favourable rates.

Related Party

The definition of a related party is dependent upon the
situation, though key indicators of related parties are if:

o One party has direct or
indirect control of the other party

o One party has influence over
the financial and operating policies of the other party to

an extent that the other party  might be inhibited from
pursuing at all times its own separate interests.

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 either employer or employee are
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excluded.

Reserves

Result from events that have allowed monies to be set aside,
surpluses, decisions causing anticipated expenditure to have
been postponed or cancelled, or by capital accounting
arrangements.

Revenue Expenditure

Expenditure incurred on the day-to-day running of the
Combined Authority, for example, staffing costs, supplies and
transport.

Specific Government
Grants

These are designed to aid particular services and may be
revenue or capital in nature. They typically have specified
conditions attached to them such that they may only be used
to fund expenditure which is incurred in pursuit of defined
objectives.

Termination Benefits

These are benefits payable as a result of either an employer’s
decision to terminate an employee’s employment before the
normal retirement date, or an employee’s decision to accept
voluntary redundancy in exchange for those benefits.

Unsupported
(Prudential)
Borrowing

Borrowing for which no financial support is provided by
Central Government. The borrowing costs are to be met from
current revenue budgets.
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To be included in the final audited Statement of Accounts.
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