Appendix A

Statement of Main Accounting Policies

1. General Principles

The Statement of Accounts have been prepared in accordance with proper accounting principles
contained within the Code of Practice on Local Authority Accounting in the United Kingdom 2025/26,
issued by the Chartered Institute of Public Finance and Accountancy (CIPFA), and the International
Financial Reporting Standards (IFRS).

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

2. 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 accrual basis, provided that it is probable that the future economic benefits or service potential
associated with the item will flow to the authority and the cost of the item can be measured reliably.
Expenditure that maintains but does not add to an asset’s potential to deliver future economic benefits
or service potential (i.e. repairs and maintenance) is charged as an expense when it is incurred.

The Authority has a de-minimus of £10,000.
Measurement and Valuation

Assets are initially measured at cost, comprising of the purchase price and 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. Donated assets are measured initially at fair value.

Plant, Property and Equipment is valued on the basis recommended by CIPFA and in accordance with
the Statement of Asset Valuation Principles and Guidance Notes issued by The Royal Institution of
Chartered Surveyors (RICS). The Authority revalues its entire land and building portfolio sufficiently
regularly, as a minimum every five years.

Revaluation gains are taken to the Revaluation Reserve and revaluation losses are written off against
any balance on the Revaluation Reserve for that asset or to the Comprehensive Income and
Expenditure Statement if the balance on the revaluation reserve is less than the loss.

Operational properties are carried in the Balance Sheet at Depreciated Replacement Cost for
specialised properties, where there is no evidence of market value, and Open Market Value for
properties where there is evidence of market value.

Impairment

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

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



o Where there is a balance of revaluation gains for the asset in the Revaluation Reserve, the
carrying amount of the asset is written down against that balance

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

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

Depreciation

Depreciation is provided for 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 using a straight-line method from the year following acquisition. Assets in
the course of construction are not depreciated until used. The following useful lives apply:

e Buildings are depreciated in accordance with IAS 16 — Property, Plant and Equipment.
According to the most recent valuation report, all buildings have an asset life of 60 years.

e Fire appliances have an asset life of between 10 and 15 years, other vehicles have an asset
life of between 4 and 10 years depending on the vehicle function.

e Plant and equipment have an asset life between 5 and 20 years.

e |T equipment have an asset life between 3 and 5 years.

On an exceptional basis and where appropriate, a small number of assets have a useful expected
life outside of the stated range of useful lives, based on specific characteristics of these assets.

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

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

Disposals

When an asset is disposed of, or decommissioned, the carrying amount of the asset in the Balance
Sheet 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. Any revaluation gains accumulated for the asset in the Revaluation Reserve
are transferred to the Capital Adjustment Account.

Where a component of an existing asset has to be de-recognised and the component amount is not
known, then an estimate using a reasonable basis has been used. The component calculation is
established using the replacement cost of the component, indexed back to the original component’s
inception and adjusted for any subsequent depreciation and impairment.



Amounts received for a disposal in excess of £10,000 are categorised as capital receipts. Receipts
credited to the Capital Receipt Reserve can only be used for new capital investment. Receipts are
appropriated to the Reserve from the General Funds Balance in the Movement in Reserves Statement.

The written off value of disposals is not a charge against council tax, as the cost of non-current assets
is fully provided for under separate arrangements for capital financing.

3. Intangible Assets

The Authority defines intangible assets as identifiable non-monetary asset without physical substance;
as per IAS 38. The intangible assets (e.g. computer software) are measured at cost less amortisation
and impairment.

4. Revenue Provision for the Repayment of Debt

In accordance with the requirements of the Local Authorities (Capital Finance and Accounting)
(England) (Amendment) Regulations 2008, amended in 2024 (and came into force on 1st April 2025);
the Authority is required to calculate a ‘prudent’ level for the repayment of debt. This is achieved through
an annual contribution from revenue towards the reduction in its overall borrowing requirement equal
to an amount calculated on a prudent basis determined by the Authority in accordance with statutory
guidance. This charge is calculated as follows:

e For capital expenditure incurred before 1st April 2008 or which in the future is supported capital
expenditure, the Minimum Revenue Provision (MRP) policy is to set aside a provision equal to
4% of the previous year’s Capital Financing Requirement.

e From 1st April 2008 for all unsupported borrowing, excluding finance leases, the MRP policy
uses the Asset Life Method i.e. MRP will be an annual charge based on the estimated life of
the assets. The provision is set aside in the year following the capital expenditure.

o MRP is also charged against Private Finance Initiatives. The capital element of repayments is
being used as a proxy for the PFI MRP.

5. Leasing Charges

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

All other leases are classified as operating leases.

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.

6. Heritage Assets

The Authority holds several heritage assets. The assets are held in secure locations, either Fire
Stations or the local City Museum.

The assets are appropriately and sensitively preserved and insured 20% above the valuation. The
Authority does not seek to acquire assets of this nature, and has no intention of disposing of the assets
currently held.

The assets have been valued by an independent specialist based on current open market sale value.



Due to the value of the assets held they are not recognised in the balance sheet in accordance with the
code.

7. Non-current assets held for sale

Non-current assets are reclassified as an Asset Held for Sale where it is probable that the carrying
amount of the asset will be recovered through a sale transaction rather than through its continual use.

The asset is revalued and carried at the lower of this amount and fair value less costs to sell.
Depreciation is not charged on Assets Held for Sale.

8. Inventories

Workshop, Fuel and Stores inventories are maintained, and where material, are shown in the Balance
Sheet. The workshop inventory is valued at the lower of cost or net realisable value. The stores’
inventory is valued at First In First Out (FIFO) and the fuel is valued at cost. Other immaterial
inventories, e.g. stationery, are fully charged to the CIES in the year of purchase.

The Authority does not currently provide for obsolescence or loss in value since amounts written off
remain fairly constant and therefore equate to an annual provision.

9. Debtors and Creditors

The Accounts have been prepared on an accruals basis and provision for sums due to or owed by the
Authority is included in the accounts where the cash has not actually been received or paid during the
year. Income has only been included in the accounts when it can be realised with reasonable certainty.
Proper allowance is made for known losses or liabilities where these are material and can be reasonably
estimated otherwise these are disclosed by way of note as contingent liabilities.

10. Pensions

The disclosure requirements are included in the main financial statements as notes to the accounts in
accordance with CIPFA recommended practice and IAS 19 — Employee Benefits.

Types of pension schemes
The Authority participates in two different pension schemes, which meet the needs of employees.
a) Firefighters

This scheme is unfunded and the charge to the accounts represents the Authority’s (as
employer) contribution to the fund for the year.

b) Other Pensionable Employees

Other employees, subject to certain qualifying criteria, are eligible to join the Local Government
Pension Scheme. The pension costs that are charged to the Authority's accounts in respect of
these employees are equal to the contributions paid to the funded pension scheme for these
employees.

In accordance with IAS 19 the authority recognises the cost of retirement benefits within the Net Cost
of Services, when they are earned, rather than when benefits are actually paid as pensions. However,
the charge to be made to the Council Tax, via the precepts, is based on the amount payable in the year.
The difference is reversed out in the General Fund.



11. Interest on Balances

During the year surplus money was invested and the interest earned credited to the Comprehensive
Income and Expenditure Statement.

12. Government Grants and Contributions

Government grants and contributions are recognised in the CIES when conditions attached to the grant
or contribution has been satisfied. Government Grants and contributions that have not been satisfied
are carried in the Balance Sheet as creditors. Where capital grants are credited to the CIES they are
reversed out of the General Fund Balance in the Movement in Reserves Statement. Where the grant
is yet to be used to finance capital it is held on the Capital Grant Unapplied reserve. When it has been
used it is transferred to the Capital Adjustment Account.

13. Changes in Accounting Policies

The Authority has reviewed its accounting policies in accordance with IAS 8 — Accounting Policies,
Changes in Accounting Estimates and Errors which sets out the principles to be adopted and
disclosures that are required within the Statement of Accounts. Any appropriate changes have been
applied.

14. Financial Instruments
Financial Assets

Financial assets are classified into three types which are based on the intention of use when the asset
was purchased:
e Amortised Cost — held to collect contractual cash flows of principle and interest on specific
dates
e Fair Value through Other Comprehensive Income (FVOCI) — held to both collect contractual
cash flows and sell the financial asset on specified dates
e Fair Value through Profit or Loss (FVP&L) — Achieve objectives by any other means than
collecting contractual cash flows.
The Authority does not have any Fair Value through Other Comprehensive Income.

Financial assets are recognised in the Statement of Accounts when the authority becomes party to the
financial instrument contract. Financial assets are derecognised when the contractual rights have
expired or the asset has been transferred.

Loans and receivables are measured at amortised cost, with the exception of Money Market Fund
investments which are measured at Fair Value through Profit and Loss.

Annual credits to the Financing and Investment Income and Expenditure line in the Comprehensive
Income and Expenditure Statement (CIES) for interest receivable are based on the carrying amount of
the asset multiplied by the effective rate of interest for the instrument. Any gains and losses arise on
derecognition of an asset are credited or debited to the Financing and Investment Income and
Expenditure line in the CIES.

Financial Liabilities

Financial liabilities are recognised on the Balance Sheet when the authority becomes a party to the
contractual provision of a financial instrument and are initially measured at fair value and are carried at
their amortised cost. Financial liabilities are derecognised when the liability has been discharged, that
is the liability has been paid or otherwise discharged.



The Authority has liabilities in relation to loans from the Public Works Loan Board (PWLB), creditors for
goods and services and two PFI contracts.

Interest Payable Is charged to the Financing and Investment Income and Expenditure section in the
Comprehensive Income and Expenditure Statement in the year which it relates.

15. Collection Fund Adjustment Account

The Council Tax and the non-domestic rates income included in the CIES will show the accrued income
for the year. The difference between the income included in the CIES and the amount required by
regulation to be credited to the General Fund is held in the Collection Fund Adjustment Account and
included as a reconciling item in the ‘Adjustments between accounting basis and funding basis under
regulations’ reconciliation.

The Authority’s Balance Sheet shows the proportion of surplus/deficit of the Billing Authorities Collection
Fund in the Debtors/Creditors balance. The Authority also shows the attributable share of the
impairment allowance for doubtful debts and a provision for non-domestic rates appeals.

16. Private Finance Initiative (PFI)

PFI transactions are treated in the Authority’s accounts in accordance with latest recommended practice
of Control of Assets (IFRIC12 — Service concession arrangements).

PFI contracts are agreements to receive services, where the responsibility for making available the fixed
assets needed to provide the services passes to the PFI contractor. As the Authority is deemed to
control the services that are provided under its PFI scheme and the ownership of the fixed assets will
pass to the Authority at the end of the contract for no additional charge, the Authority carries the fixed
assets used under the contract on the Balance Sheet.

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

The amounts payable to the PFI operators each year (known as Unitary Charges) are analysed into
five elements:
o Fair value of the services received during the year — debited to the relevant service in the CIES
o Finance costs — an interest charge of an agreed % on the outstanding Balance Sheet liability,
debited to Interest Payable and Similar Charges in the CIES
o Contingent rent — increases in the amount to be paid for the property arising during the contract,
debited to Interest Payable and Similar Charges in the CIES
o Payment towards liability — applied to write down the Balance Sheet liability towards the PFI
operator
o Lifecycle replacement costs (regular planned refurbishments) — debited to the relevant service
in the CIES

17. Employee Benefits — Accumulating Compensating Absences
A review of the cost of holiday entitlements (in the form of annual leave, lieu time and flexi-time) earned
by employees but not taken before the year-end which employees can carry forward into the next year.
If the value is of a significant amount an accrual is charged to the CIES.

18. Cash and Cash Equivalents

Cash is represented by cash in hand and deposits with any financial institution repayable without
penalty on notice of not more than 24 hours. Cash equivalents are investments that mature in 3 months



or less from the date of acquisition and that are readily convertible to known amounts of cash with
insignificant risk of change in value. Any investments that do not satisfy this principle are classed as
short-term investments.

In the Statement of Cash Flows, cash and cash equivalents are shown net of bank overdrafts that are
repayable on demand and that form an integral part of the Authority’s cash management.

19. Reserves

The Authority sets aside specific amounts as reserves for future policy purposes or to cover unexpected
events and contingencies. Reserves are created by appropriating amounts out of the General Fund
Balance in the Movement in Reserves Statement. When the expenditure to be financed from reserves
is incurred, it is charged to the appropriate service line in the Comprehensive Income and Expenditure
Statement (CIES) in that year, to score against the Surplus or Deficit on the Provision of Services in the
CIES. The corresponding amount is then transferred from the reserve account back into the General
Fund to ensure that there is no net charge on the council tax for the expenditure.

The Authority holds the following Usable Reserves:

o General Reserve — a risk assessment of the pressures likely to face the Authority is
undertaken, and the current balance on this reserve represents those identified high and
medium risks, in proportion to the probability of their occurrence.

o Earmarked Reserves Revenue Grants — the balance held represents grants received which
have no outstanding conditions but have not been fully utilised in the year; the grant is fully
recognised in the CIES.

e Capital Grants Unapplied — the balance held represents grants received and fully recognised
in the CIES but have not been applied to an acquisition.

e Civil Contingency Reserve — this reserve is made up of budgeted contributions and unspent
balances from previous years. It is held as a contingency to cover unexpected occurrences.

e Other Reserve — this reserve is made up of budgeted contributions and planned efficiency
savings from previous years and it is utilised in line with the approved Reserve Strategy.

The Authority holds the following Unusable Reserves:

e Collection Fund Adjustment Account — the balance held represents the accrued council tax
income presented in the CIES.

o Capital Adjustment Account — the balance held represents 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.

e Pension Reserve — absorbs the timing differences arising from the different arrangements for
accounting for post-employment benefits and for funding benefits in accordance with statutory
provisions.

o Revaluation Reserve — contains the gains made by the Authority arising from increases in the
value of its Property, Plant and Equipment, and Intangible Assets.
20. Overheads and Support Services
The costs of overheads and support services are charged to those that benefit from the supply or service

in accordance with the costing principles of the CIPFA subjective analysis and the monthly management
accounts production.



21. Fees and Charges Income

The Authority recognises revenue from contracts with service recipients in accordance with the
provision of International Financial Reporting Standard (IFRS) 15, Revenue from Contracts with
Customers.

Revenue is recognised in the financial year that services are provided in accordance with the
performance obligations of the contract.

22. Accounting Standards That Have Been Issued but Not Yet Adopted

The Authority has considered the impact of accounting changes that will be required by any new
accounting standards that have been issued but not yet adopted by the Code for 2025/26. These
changes relate to amendments for FRS 102 The Financial Reporting Standard, amendments to the
classification and measurement of financial instruments, the annual improvements to IFRS accounting
standards volume 11 and amendments to IFRS 9 and IFRS 7 for contracts referencing nature-
dependent electricity.

These changes are not expected to have a material impact on the Authority’s Accounts, but it will be
dependent on arrangements in place at that time and further details of the potential impact will be
disclosed when more information becomes available.

23. Events After the Reporting Period

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

Two types of events can be identified as:

e Adjusting Events
Those events that provide evidence of conditions that existed at the end of the reporting period
— the Statement of Accounts is adjusted to reflect such events.

¢ Non-adjusting Events
Those events that are indicative of conditions that arose after the reporting period — the
Statement of Accounts is not adjusted to reflect such events, but, where a category of events
would have a material effect, disclosure is made in the notes of the nature of the events and
either their estimated financial effect or a statement that such an estimate cannot be made
reliably.

24. Accrued Revenue Income and Expenditure
The revenue accounts are maintained on an accrual basis. Expenditure is charged to the revenue
accounts in the period in which goods and services are received and fall due, similarly, income is
credited in the period in which it falls due, regardless of the timing of cash payments or receipts. The

exception to the accruals basis is where the amounts involved are not material.

Interest due to or from third parties in relation to loans and investments, is accrued in full at the year-
end.

Provision is made for the impairment of debts in the General Fund.

Where Income and Expenditure have been recognised but cash has not been received or paid, a Debtor
or Creditor for the relevant amount is recognised on the Balance Sheet. Where debts may not be settled



and it is likely that collection of such debt is doubtful, the balance of the debt is written down and a
charge is made to revenue for the income that may not be collectable.

25. Council Tax and Non-Domestic Rates

The collection of council tax and non-domestic rates is an agency arrangement for both the billing
authorities, major preceptors and, in the case of non-domestic rates, central government. The Fire
Authority is a preceptor along with the Policing and Crime Commissioner, while the nine local authorities
in Staffordshire are the billing authorities.

The council tax and non-domestic rates income included in each body’s Comprehensive Income and
Expenditure Statement for the year is their proportion of accrued income for the year. There is a debtor
/ creditor position between the preceptor authorities, the billing authorities and central government which
is recognised on the Balance Sheet.

The Authority only recognise its share of any outstanding council tax and non-domestic rates arrears,
receipts in advance, receivables impairments allowance and an allowance for appeals made by non-
domestic rates payers.

26. Prior Period Adjustments

Prior period adjustments may arise as a result of a change in accounting policy or to correct a material
error.

Where a change in accounting policy is made, or the correction of a material error, 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.

Changes in accounting estimates are accounted for prospectively.



Appendix B

8. CRITICAL JUDGEMENTS IN APPLYING ACCOUNTING POLICIES

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

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

Property Value —

In order to satisfy The Code of Practice, which explicitly states that revaluations must be ‘sufficiently
regular to ensure that the carrying amount is not materially different from the current value at the
end of the reporting period’, all land and buildings have undergone a desk top valuation assessment
on 31t March 2026 and during the last 3 years a rolling programme of on-site visits have been
performed. All the stations are classed as a specialised building using the Depreciated
Replacement Cost (DRC) method with the exception of the Stafford Fire Station Annex building
which has been separated from the Stafford Fire Station site asset and revalued at fair value.

The Trentham Lakes Workshop is also classed as a specialised building as it is a purpose-built
structure to accommodate the larger appliances and the Aerial Ladder Platforms including large
bays, floor channels for the larger vehicles and specialist lifting gear integral to the building for the
removal of the appliance equipment and strip downs. In view of this Trentham Lakes Workshop is
valued under the DRC method.

PFl scheme —
The authority is deemed to control the services provided under the outsourced agreements to rebuilt
and maintain 21 fire stations under the PFI1 and PFI2 schemes across Stoke-on-Trent and
Staffordshire. The authority is also deemed to control the residual value of assets used in these
arrangements at the end of the agreements. The accounting policies for PFl schemes have been
applied to these arrangements and the assets are recognised as Property, Plant and Equipment on
the authority’s balance sheet.



Appendix C

9. ASSUMPTIONS MADE ABOUT THE FUTURE AND OTHER MAJOR SOURCES OF ESTIMATION
UNCERTAINTY

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

The items in the Authority’s Balance Sheet at 315t March 2026 for which there is a risk of a material
adjustment in the following financial year are:

Pension Liability

Estimation of the net liability to pay pensions depends on a number of complex judgements relating to
the discount rate used, the rate at which salaries are projected to increase, changes in retirement ages,
mortality rates and expected returns on pension fund assets. The Government Actuary’s Department
(GAD) and Hymans Robertson provide the Authority with expert advice about the assumptions to be
applied (Note 45).

The effect of the net pensions’ liability of changes in individual assumptions can be measured. For
instance, all other factors remaining equal, a 0.5% decrease in the discount rate assumption on the Fire
fighters Pension would result in an increase in the pension liability of £21 million, similarly a 0.1%
decrease would impact the LGPS by £0.62 (see note 45).

Property, Plant & Equipment

The Authority’s assets are depreciated over the useful lives that are dependent on assumptions about
the level of repairs and maintenance that will be incurred in relation to individual assets. The current
economic climate makes it uncertain that the Authority will be able to sustain its current spending on
repairs and maintenance, bringing into doubt the useful lives assigned to assets.

If the useful life of assets is reduced, depreciation would increase and the carrying amount of the assets
would fall. It is estimated that based on the current carrying value of depreciating assets of £134m at
31 March 2026 the annual depreciation charge for property plant and equipment assets would increase
by c£0.5m for every year that the useful life had been reduced.

A valuation is a professional opinion on the property value formulated on the basis of the assumptions
adopted by the valuer at a given time. Therefore, there is a degree of uncertainty as a given valuation
reflects the market realities as well as the features of the property itself. A 1% change in the valuation
of land and buildings will result in an increase or decrease of £1.3m.

However, the assets are revalued annually and the assets lives are kept under regular review.

Fair Value Measurement

When the fair values of financial assets and financial liabilities cannot be measured based on quoted
prices in active markets (i.e. Level 1), their fair value is measured using valuation techniques (e.g.
quoted prices for similar assets or liabilities in active markets or the Discounted Cash Flow model).

The authority used the Discounted Cash Flow Model to measure the fair value of the PFI Liabilities
using observable data (i.e. PWLB borrowing rates). For the financial assets the fair value is determined
by calculating the Net Present Value of future cash flows, which provides an estimate of the value of
payment in the future in today’s terms. The discount rate used in the calculation is equal to the current
rate in relation to the same instrument from a comparable lender.



