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Narrative Report by the Director of Finance and Procurement

Introduction

The Statement of Accounts sets out the financial activities of the Authority for the year ended 315t March 2021, with
comparative figures for the previous financial year. These financial statements have been prepared in accordance with

the 2020/21 Code of Practice on Local Authority Accounting (the Code) as published by the Chartered Institute of Public

Finance and Accountancy (CIPFA) and are based upon International Financial Reporting Standards (IFRS). The Code

and relevant guidance notes specifies the principles and p
the financial position and transactions of the Authority.

Due to the complex nature of the accounts, a simpler version has been prepared and this can be obtained on the

Aut hori tyds AbcuttBiranceandAcabents. Although this simplified statement has no formal legal standing,

it does provide a quick overvi ew o finatihghmany Afthe kechnigaltagcoédusiting i n a n
adjustments.

The Authority had a plan to deal with the challenges arising from the coronavirus (COVID-19) pandemic and continued
to provide an effective operational response service throughout 2020/21, in addition to supporting partner agencies deliver
community services to the most vulnerable. The narrative report considers the impact of the virus on the Authority in more
detail further on within the narrative report.

This Narrative Report provides information about Merseyside Fire and Rescue Authority (the Authority), including the key
issues affecting the Authority in 2020/21 and the future. It also provides a summary of the financial position at 31t March
2021 and is structured as below:

9 Background to the Authority & Key Information

1 The Authority 2020/21 Non-Financial Performance

9 The 2020/21 Revenue Budget and Financial Challenge
12020/21 Revenue Outturn Position

9 Reserves

1 Capital Strategy and Capital Programme 2020/21 to 2024/25
9 Treasury Management

1 Balance Sheet Financial Position at 315t March 2021

9 The COVID-19 challenge

9 Future Financial Challenge and Corporate Risks

This is followed by an explanation of the Financial Statements, including information on significant transactions during
2020/21.

Background to the Authority & Key Information

Merseyside is an area in the north west of England, which straddles the Mersey Estuary and includes the metropolitan
districts of Knowsley, Liverpool, Sefton, St Helens and Wirral. Merseyside spans 249 square miles (645 km2) of land
containing a mix of high-density urban areas, suburbs, semi-rural and rural locations, but overwhelmingly the land use is
urban. It has a focused central business district, formed by Liverpool city centre, but Merseyside is also a polycentric
county and each of the metropolitan districts has at least one major town centre and outlying suburbs. The Office of
National Statistics (ONS) 2019 figures showed that Merseyside has a population of 1.430m. The population is split 48.9%
male and 51.1% female, with 18.1% of the population being children (0-15), 62.9% being of working age (16-64) and
19.0% above 65. Merseyside has an aging population. Merseyside is one of the most deprived areas in England, with
Knowsley being the 3 most deprived local authority in England and Liverpool being 4™. But there are better off areas,
for example in West Wirral and North Sefton, but large areas of Merseyside fall within the highest ratings of social
deprivation, which has the side effects of high levels of poverty, social exclusion and crime.
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Political Structure

Merseyside Fire & Rescue Authority (MFRA) is a local authority created by the Local Government Act 1985. It is made
up of 18 elected representatives appointed by the constituent District Councils. The number of councillors from each
district is determined by statute and in most cases is representative of the political composition of that Council. During
2020/21, this was as follows:

Knowsley 2 (2 Labour)

Liverpool 6 (5 Labour, 1 Liberal Democrat)
Sefton 4 (3 Labour, 1 Liberal Democrat)
St. Helens 2 (2 Labour)

Wirral 4 (2 Labour, 2 Conservative)

The 18 elected members meet together as the Fire and Rescue Authoritytodeci de t he Authorityés
set the budget each year. At the Annual General Meeting (AGM), they establish and make appointments to the various
committees as well as appointing the Chair and Vice Chair of the Authority and its committees.

The Authority has ultimate responsibility for decision making but delegates many decisions to committees as part of their
terms of reference agreed at the AGM and to senior office
Scheme of Delegated Powers.

Management Structure
Supporting the work of the elected members is the organisational structure of the Authority led by a Chief Fire Officer
(CFO), supported by a Strategic Leadership Team (SLT). The current makeup of the SLT is detailed below:

Chief Fire Officer

Deputy Chief Fire Officer

Assistant Chief Fire Officer

Head of Legal (Monitoring Officer)

Director of Finance and Procurement (Section 151 Officer)
Director of People and Organisational Development
Director of Strategy and Performance

Area Manager for Operational Preparedness

. Area Manager for Operational Response

10 Area Manager for National Resilience

11.Area Manager for Prevention

12.Area Manager for Protection

©oN>OrLNE

Integrated Risk Management Plan

In line with the requirements of the Fire and Rescue Service National Framework 2018, MFRA publish an Integrated Risk
Management Plan (IRMP). The IRMP requires the Authority to identify all foreseeable risks and develop plans to manage
those risks, which may affect the community of Merseyside, regional authorities and national authorities. A new IRMP
2017-20 was approved by the Fire Authority and published on 23 February 2017. On the recommendation of the CFO,
following a number of significant local and national incidents, the Authority approved an IRMP supplement in July 2019
that increased the number of available fire appliances from 26 to 30 and increased the number of firefighters from 620 to
642. The plan also increased the number of staff in Protection roles (legislative fire safety) to help make commercial and
public buildings safer. The IRMP supplement extended the IRMP to 2021.

Thel RMP continues to affirm the Authorityédés commitment to
reductions in Government financial support. The IRMP aims to match resources to demand by having more fire
appliances available during the day to attend emergency incidents and deliver home and business safety advice, with
numbers decreasing as demand decreases during the evening.

During 2021/22, the Authority will consult with all relevant stakeholders on its IRMP for 2021 to 2024. This plan will contain
proposals being considered by the Authority in order meet the challenges it faces whilst aspiring to continue to deliver an
excellent Service to the residents of Merseyside. The IRMP will take into account existing and emerging risk(s), demand
and vulnerability such as; the ageing population of Merseyside; socio-economic vulnerability to fire and other risks; impact
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and requirements of the Grenfell enquiry report; impact of fire and rescue service inspection; marine and weather-related
incidents such as flooding; and the increased risk of terrorism. In general, our work to deliver against the current IRMP
has progressed well but there are key areas that the Authority wishes to address between 2021 to 2024 to improve public
safety and reinvest in the services we provide.

Mission & Aims
TheAut horityds Miaesi on and Ai ms

Our Mission;
To Achieve; Safer, Stronger Communities - Safe Effective Firefighters

Our Aims;
Excellent Operational Preparedness
We will provide our firefighters with the training, information, procedures and equipment to ensure they can safely
and effectively resolve all emergency incidents.

Excellent Operational Response
To maintain an excellent emergency response to meet risk across Merseyside with safety and effectiveness at its
core.

Excellent Prevention and Protection
We will work with our partners and our community to protect the most vulnerable.

Excellent People
We will develop and value all our employees, respecting diversity, promoting opportunity and equality for all.

The mission & aims along with the approved | RMP deter mine
of resources within the approved budget and financial plan agreed by the Authority in the February before the
commencement of the new budget year.

Staffing, Fire Appliances & Fire Stations

The 2020/21 budgeted establishment was 962 FTE employees. Most of the staff are involved in front line service delivery
(Firefighters, Marine Rescue, Community Prevention and Protection work).

2020/21 Budgeted Establishment (FTE)

Other Frontline &
Support Staff,
29.83%

Fire Control,
3.43%

As a direct consequence of the scale of Government cuts over the last decade, there has been an inevitable impact on
frontline services.

In 2010/11, the budgeted establishment for firefighters was approximately 1,000 firefighters compared to the 642 FTE in
the 2020/21 establishment, a reduction of -358 or -36%. Over the same period, support staff have reduced from 425 to
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287 areduction of -138 or -32%. The loss of support posts has an impact on the front line as some of these post reductions
carried out fire prevention and response work within the Merseyside community.

Following the approval of the 2019-21 IRMP supplement, the Authority moved to an operational response model that had
30 fire appliances available day and night (a combination of whole-time and retained). This was an increase on the 26
proposed in the original 2017-20 IRMP. In practical terms, this will mean that during the day the Authority will have 27
appliances immediately available with a further three available within 30 minutes. Ten years ago, the Authority had 42
appliances, which were crewed on 24-hour immediate response.

Prior to 2015, the Authority had 26 permanently crewed community fire stations. Following the closure and merger of a
number of stations, the number fell to 22 by the end of 2020/21. The planned 22 stations will incorporate a variety of duty
systems and will reflect the operational model described in the previous paragraph. These stations act as hubs for
providing services to our communities. In addition to the community fire stations, the Authority has a Water Rescue Unit,
a Training and Development Academy, a Headquarters and an Operational Workshop/Stores.

The Authority 2020/21 Non-Financial Performance

The Authority monitors its performance and delivery of its objectives through a comprehensive performance management
framework. The IRMP and other service projects are incorporated into one document i the Service Delivery Plan. There
is an ongoing system of monitoring and reporting on the achievement of projects in the Service Delivery Plan via regular
reports to the Community Safety and Protection Committee and the Strategic Leadership Team. Station Community
Safety Plans have also been developed to give details of the activities taking place in each fire station area. The reporting
process applies traffic light status to each action point in the Service Delivery Plan and attention is drawn to the progress

achieved and matters to be addressed. Copies of the Service Delivery Plancanbe f ound on t he Aut hori
2020/ 21 Authorityés performance against the key perfor manc

. Quality
TOO00 Total number of emergency calls received 20679 Assurance 19778
TCO1 Total number of incidents attended 15193 16273 15867
TCO02 Total number of fires in Merseyside 5638 7159 6142
TCO3 Total number of primary fires attended 2093 2262 1770
QTCO04 Total number of secondary fires attended 3545 4897 4372
TCO5** Total number of special services attended 3911 Quality 4250
Assurance
Target

TCO06 Total number of false alarms attended 5644 5497 5475 missed
TROS* Attendance standa_rd '|'. f|rf5t atter_ldance _of an 93.9% 90.0% 05 4%

appliance at a life risk incidents in 10 mins

5 = = =

TD09 The % of available shifts lost to sickness absence, e 4.00% 4.97%

all personnel missed
TE10 Total carbon output of all MFRS buildings 58.5 65.0 57.4
DWELLING FIRES
DC11 Number of accidental dwelling fires 867 861 799
DC12 Number of deaths in accidental dwelling fires 5 8 7
DC13 Number of injuries in accidental dwelling fires 87 90 59

attended
DC14 Numbe_r of deliberate dwelling fires in occupied 136 138 139

properties missed
DC15 Numbe_r of deliberate dwelling fires in unoccupied 16 20 16

properties
DC16 Number of deaths in deliberate dwelling fires 1 1 0
DC17 Number of injuries in deliberate dwelling fires 15 13 14 I\-I/-I?srg:(ti
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NON DOMESTIC PROPERTY
NC11 Number of deliberate fires in non-domestic premises 73 81 37
NC12 Number of accidental fires in non-domestic premises 165 179 126
ANTI SOCIAL BEHAVIOUR
AC11 Number of deliberate vehicle fires attended 459 569 306
AC12 Number of accidental vehicle fires attended 206 197 168
AC13 Number of deliberate anti-social behaviour fires 2774 4157 2993
(small)
AC14 Number of accidental small fires attended 771 740 1379
AC15 Number of O6otherd pri mary 171 217 179
ROAD TRAFFIC COLLISIONS
' - Quality
RC11 Number of road traffic collisions (RTC) attended 718 Assurance 555
RC12 Number of injuries in road traffic collisions attended 343 Quality 232
J Assurance
RC13 Number of fatalities in road traffic collisions attended 7 Qe 8
Assurance
New: Number of Killed & Seriously Injured (KSI) in Quality
RC14 RTC's across Merseyside 426 Assurance 357
Based on Partnership RTC data
New: Number of KSlI's affecting 16-24 age group -
NS Based on Partnership RTC data /1 SR &
FALSE ALARMS
The number of false alarm calls due to automatic fire
R alarm equipment in Non-Domestic properties I REE il
FC12 The nL_lmb_er of false_ alarm ca!ls due to smoke alarm 3137 2949 2880
actuation in Domestic properties
Total number of false alarms attended discounting Quality
FC13 False Alarm Good Intent 3940 Assurance 3465
FC22 Number of Malicious False Alarms attended 233 222 125
FC23 Number of False Alarm Good Intent attended 1704 1743 2010
STAFF SICKNESS & INJURIES
% of available shifts lost to sickness absence per
WwD11 whole time equivalent GREY book (operational) 3.88% 4% 4.05%
personnel
% of available shifts lost to sickness absence per
WD12 whole time equivalent GREY book (operational) 4.29% 4% 4.62%
personnel
WR13 Total number of operational staff injuries 26 47 35

Within 10% of Target

Target Achieved
Performance 10% worse than last year

The total number of primary fires and emergency calls received are lower than in 2019/20. There are areas where the
number of incidents have decreased such as false alarms attended, deliberate and accidental fires in non-domestic

4 FIRE & RESCUE
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premises, accidental dwelling fires and injuries as a result of domestic dwelling fires, which is a reflection of the hard work
staff put into targeting those most at risk of either setting fires or being a victim of fire. The COVID-19 pandemic had an
impact on performance for parts of the year when households and businesses were in lockdown. The Authority has
continued to meet its attendance standard of the first appliance being in attendance at all life risk incidents within 10
minutes.

Road Traffic Collisions (RTCs) attended (555) were considerably lower than in 2019/20 (718). However, this indicator is
based on the RTCs that the Service is requested to attend and does not reflect the total number of RTCs in Merseyside

or the RTCs involving the Serviced6dd.t aPagrt rar salgiep gd aotugp
seriously injured in RTCO6sd6 al s o fisclentwm 2020/2 857gwhenrcangarec toi o n |

2019/20 (426). The reduction incidents could be attributed to the long periods of lockdown during the COVID-19 pandemic
when there were fewer vehicles on the road.

At the end of 2020/21, sickness among all personnel at 4.27% shifts lost to sickness absence is within 10% of the 4%
target for the all staff groups. The COVID-19 outbreak caused sickness to increase among all staff. However, that
combined with a number of long term absences among non-uniformed staff meant the all personnel target was not
achieved for 2020/21. The performance figure of 4.27% includes absences related to the COVID-19 pandemic.

The 2020/21 Revenue Budget and Financial Challenge

The Authority determines its budget requirement by assessing the service commitments that are financed through its
General Fund. The General Fund is a statutory account that records only those expenses that regulations allow to be
charged against the amount to be collected from council taxpayers. The Authority then monitors and manages
expenditure throughout the year against the General Fund budget to ensure all expenditure is affordable and planned.
The General Fund position for the year is shown in the Movement in Reserves Statement.

Historical Impactof Gover nment 6s Austie20lo/e20y Pl an 2010/ 11

The Authority faced an unprecedented financial challenge over the period 2011/12 i 2019/20 as the Government
implemented an austerity plan in an attempt to reduce national debt. A significant elementoftheGover nment 6
to reduce the level of funding for local government (including fire and rescue authorities). As the Authority had a relatively
low council tax base, it was more reliant upon Government grant funding to support its revenue budget and therefore
suffered a more proportionate financial loss than almost every other fire and rescue authority in the country. The
cumulative percentage reduction in Government revenue support for the Authority between 2011/12 and 2019/20 equated
toa33%cashreduct i on or approximately 50% in real terms. The
in 2010/11 the budget was £73.3m, if this was uplifted to 2019/20 prices it would equate to approximately £85m, in reality
the 2019/20 budget at £60.3m is 29% lower in real terms. This scale of cuts meant unavoidable reductions in the front
line operational services over this period. The impact of the required savings over the 2011/12 7 2019/20 period on
staffing, fire appliances & fire stations has already been outlined.

2020/21 7 2024/25 Medium Term Financial Plan

The Authority has historically maintained a rolling five-year comprehensive medium term financial plan (MTFP) and plans
prudently to deal with all known reductions in Government funding and required investments in the Service. The Authority
approved a 2019/2020 1 2023/2024 medium term financial plan (MTFP) at the Budget Authority meeting on 28th February
2019 that anticipated the 2020/2021 funding position and set a 2020/2021 budget within the expected level of resources.
The Authorityés 2020/ 2021 Government Settlement Fundi

2019/2020 SFA, this was +0.1% or £0.040m above the 2020/2021 anticipated SFA figure included in the 2019/20 MTFP.
The Authority revised some of the budget assumptions in the 2020/2021 MTFP that increased the total expenditure
forecast by £0.580m, mainly as a result of the increase in the annual pay award assumption from 2.0% to 2.5% and other
new cost pressures. However, as available funding increased by £0.580m (mainly as a result of a higher than anticipated
council tax base increase and one-off increases in the collection fund(s)) the overall 2020/2021 forecast remained in a
balanced position without the need to identify new savings in Service expenditure.

The Authority set its General Fund budget for 2020/21 at £61.960m, of which approximately 75% directly funds activities

S

rod

pl

mp :

related to fire response or preventi on wo rtégic seivices B audimeyns i s ¢

the chart overleaf: -
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2020/2021 Net Budget by Service Analysis

Capital, 10.5%
Support Services
& Other, 14.5%

Community Risk
Management,
‘ B

Response &
Control, 56.4%
Operational
Preparedness,
9.6%

The Authority adopted a reserves strategy that maintained a General Reserve of £3.000m and anticipated (based on the
estimated forecast when the 2020/21 budget was approved) Earmarked Reserves as at 01.04.20 of £17.955m. These
reserves are required to cater for specific risks, projects and one-off initiatives and in particular, to help the Authority
manage effectively the financial pressures it faces.

The 2020/21 Revenue Outturn Position

Throughout the year, the Authority received regular financial review reports detailing:-

1 the servicebs progress in implementing the approved s
1 any additional budget amendments required,
1 plus the movements from and to reserves.

The approved General Fund budget remained constant throughout the year at £61.960million. The table overleaf
summarises the actual general revenue fund position at year-end and compares it to the budget. Overall, the Authority
spend matched the budget after taking into account the £1.622 million increase in earmarked reserves approved at the
year-end to cover planned expenditure in 2021/22 and future years.
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Expenditure
Employee costs 50,068 348 1,961 52,377 51,100 (2,277)
Premises costs 2,987 - - 2,987 2,902 (85)
Transport costs 1,040 - 6,244 7,284 6,985 (299)
Supplies and services 3,716 9 2,096 5,821 5,258 (563)
Agency services 6,392 - 644 7,036 6,809 (227)
Central support services 512 125 - 637 611 (26)
Capital financing 5,785 - 7 5,792 5,792 -
Income (14,653) - (10,952) (25,605) (24,613) 992
Net expenditure 55,847 482 - 56,329 54,844 (1,485)
Contingency pay & prices 110 - - 110 - (110)
Interest on balances 172) - - a72) (299) 27)
55,785 482 - 56,267 54,645 (1,622)
Movement on reserves 5,693 - - 5,693 7,315 1,622
Overall financial position 61,478 482 - 61,960 61,960 -

The Authority had adopted a strategy that would aim as far as possible to utilise any in year revenue savings to fund
additional debt repayments via the Minimum Revenue Provision, MRP, in order to free up future debt servicing budget to
re-invest in front line services. During the year, the Authority approved in principle a scheme to build a new training centre
and a new fire station to replace two existing stations (Aintree and Croxteth) at a cost of £25m. In order to reduce the
requirement to fund this investment via borrowing the Authority approved a strategy of increasing the capital reserve
through; one-off savings that materialise in the year; the re-alignment of existing reserves; and the release of budget
during the 2021/22 budget process. Throughout the year managers looked at every opportunity to maximise savings
against the approved budget to enable an increase in the capital reserve. A 2020/21year-e nd fAunder spendo o
(after taking into account other year-end earmarked reserves requests of £0.210m) was used to increase the capital
reserve to contribute towards the cost of the new training and development academy (TDA). After taking account of the
year-end reserves the net position on the revenue account was that actual overall spend was consistent with the budget.

Whilst the General Fund shows a neutral position for the year (after the drawdown of year-end reserves), the
Comprehensive Income and Expenditure Statement (CIES) indicates a net spend of £0.627m for the year. The CIES is
prepared on a different basis to the General Revenue Fund, the CIES shows the accounting cost in the year in accordance

with the relevant generally accepted accounting principles, rather than the amount funded from taxation (General Fund).

The CIES includes such expenses as depreciation and amounts to reflect pension costs, which are not charged to council

tax and are excluded from the Gener al Fund statement. The
net worth has moved over the year as shown in the Balance Sheet. The table below reconciles the General Fund to the
CIESfiDeficit on Pr ostatemenon of Serviceso
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Notes to the table:

Net General Fund 2020/21 year-end position: Note - - -

Net creation of earmarked reserves (@) - - (7,315)
2 Asset valuation / charges and capital funding adjustments

Depreciation, impairment and revaluation adjustment (b) 10,011

Revenue Expenditure Funded from Capital Under Statute (REFCUS) (c) 516

Asset disposal / write-offs / revaluation losses (615)

MRP / interest adjustment () (1,810)

Capital Expenditure Funded from the Revenue Account (CERA) (2,484)

Capital grants income (6,996) (1,378)
3 Pension related adjustments (d)

Pension contributions payable to pension fund (employer) (10,228)

Pension contributions payable to pension fund (top-up grant) (27,099)

Pension current service costs 18,544

Pension past service costs -

Net interest on the defined benefit liability scheme 24,390 5,607
4 Other technical accounting adjustments (e)

Timing differences for premiums and discounts -

Timing differences for council tax / NNDR 3,724

Timing differences for compensated absences (11) 3,713

Total adjustments 7,942
Surplus or deficit on provision of services 627
Notes to the table:

a) Although the creation of earmarked reserves does not form part of the CIES, they are included to
ensure that the General Fund expenditure reconciles back to the CIES.

b) The depreciation and impairment charge reflects the notional consumption of assets during the year,
including revaluation losses and the reversal of any prior year valuation losses and impairments.

¢) REFCUS relates to the installation of free smoke alarms to households in Merseyside that under
proper accounting practice should be defined as revenue but which statute allows the Authority to
fund from capital.

d) Pension costs in the CIES reflect IAS 19 and therefore include movements in the pension fund
valuations and pension contributions received in the year. Note 40 in the Financial Statements
provides further details of movements in the pension funds during the year.

e) The other technical accounting adjustment incorporates the adjustments made in relation to council
tax indebtedness between the billing authorities and the Authority, and, the value of employee
benefits accrued in the year but not taken (leave carried forward).

f) Statute requires that certain expenses are charged to the General Fund that are not considered to
be proper accounting charges in accordance with the Code. These are therefore not shown in the
CIES. The unitary charge payments associated with the PFI contract are shown as fully charged to
revenue in the General Fund but in the CIES they are broken up into the relevant revenue, capital
and interest notional elements. The removal of capital financing charges relates to costs associated
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with; interest payments on loans and the Minimum Revenue Provision (which is the amount set aside
from revenue to repay debt); the direct revenue financing of capital expenditure (CERA).

Whilst the CIES shows the true accounting position for the year, it is the General Fund position which more directly reflects
the impact on Merseyside residents as it records only those expenses which statute allows to be charged against the

Aut horityods
tax payers.

Reserves

annual

budget,

t he

amount s

to

be set asi

de

The Authority maintains a number of useable reserves, as detailed in the Balance Sheet and in Note 8 of the core financial
statement explanatory notes. Note 8 also provides a comment of the purpose of each of the useable reserves. In general,
though, the Authority sets aside money in the form of useable reserves to fund future planned investment, to mitigate
financial risks, and to smooth savings.

Excluding National Assurance £10.383m reserves that are held by the Authority on behalf of the Home Office and are not

available to fund general MFRA spend, at the end of 2020/ 2 1

t he

Aut horityds

ear mar ked

increase of £7.315m on the opening balance of £18.767m. The increase is due to the increase in the Capital Investment
Reserve of £5.158m planned as part of the new training centre funding strategy; a new £3.788m Collection Fund reserve
that is needed to off-set the impact of COVID-19 on the council tax and business rates income collection in 2020/21; and
the balance relates to the remaining movement in other reserves in the year. These earmarked reserves are required in
order to carry forward 2020/21 funds into 2021/22 to meet projects now re-phased or to offset identified potential risks to

t he

Aut horityds financi al pl an such as

hi gher

t h anmremamedt i

at £3.000m or 5% of the gross budget throughout the year, and this provides a relatively small cushion to enable the
Authority to cover the risk of unexpected events within the year leading to significant unplanned expenditure.

The table below summarises the main types of committed reserves.

Movement in Earmarked Reserves 2019/20 to 2020/21 £'000
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Capital Strategy and Capital Programme 2020/21 to 2024/25

Each financial year the Authority produces a capital programme to manage major capital schemes. Owing to the nature
of capital expenditure, a large number of schemes span more than one financial year, therefore the programme is a rolling
programme covering five financial years.

The starting point for the programme is an assessment of the capital investment requirements for the Authority for future
years based upon needs identified by the various expert professionals in areas such as buildings, vehicles, ICT, and
operational equipment. The Authority manages its capital investment plans through its asset management plans and
capital programme.

The chart below summarises the 2020/21 7 2024/25 capital budget of £37.099m over its planned investments which are
mainly in the Authorityds property, vehiastess, fire safety

Planned Capital Investment 2020/21 - 2024/25 £'000

Operational
Equipment &
Hydrants, £3,674

This capital programme has a borrowing requirement of £26.694m across the whole life of the plan. The proposed
borrowing is unsupported borrowing or prudential which means the Government no longer provides any revenue grant

funding to meet the revenue costs associated with the borrowing. This means al | new borrowing 1is
Authority must determine if it can afford and sustain the servicing of the associated debt and revenue costs. Current and
future debt servicing costs as a consequence of the proposed capital programme have been bui I 't i nt o t he

financial plan and revenue budget and are therefore deemed as affordable and sustainable. The chart overleaf breaks
down how the capital programme is funded:
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Funding of the Capital Programme £'000

Grants, £1,490

The 2020/21 capital budget and final expenditure together with the various sources of funding are shown below:

Expenditure
Building/Land 5,201.2 3,575.7 1,498.7 (126.8)
Fire Safety 606.0 312.7 - (293.3)
ICT 2,459.7 1,796.50 661.8 (1.4)
Operational Equip & Hydrants 1,032.5 457.0 545.8 (29.7)
Vehicles 2,169.0 1,173.2 995.8 -
TOTAL 11,468.4 7,315.1 3,702.1 (451.2)
Financing
Capital Receipts 1,050.0 1,315.3 350.0 615.3
Revenue and Reserves 2,484.4 2,484.4 - -
Grants 489.9 203.7 286.2 -
Unsupported Borrowing 7,444.1 3,311.7 3,065.9 (1,066.5)
TOTAL 11,468.4 7,315.1 3,702.1 (451.2)

The most significant items of capital expenditure have been:

The completion of a new fire station in St Helens

Work has commenced on refurbishment Heswall Fire Station
Installation of smoke alarms

Upgrades and replacement of ICT software and hardware
Upgrade of the Fire Control hardware

The purchase of new appliances and specialist vehicles

E R ]
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Treasury Management

The Aut horityds Treasury Management Strategy is reviewed ar
Strategy Statement sets out the Authorityds policies and
Officers undertake the day-to-day capital and treasury activities. The Treasury Management strategy is contained within

the 2020/21-2 024/ 25 Medium Term Financi al Plan (MTFP), which s

elements are:

1 The Treasury Management Strategy 2020/21

1 The External Debt and Treasury Management Prudential Indicators and Limits for 2020/21 to 2022/23

1 The Investment Strategy 2020/21

1 The Minimum Revenue Provision (MRP) Statement, whichs et s out the Authorityés pol

The TreasuryManagement Strategy Statement sets out how the Auth
day to day treasury management and the limitations on activity through treasury prudential indicators. The key indicator

is the Authorised Limit required by S3 of the Local Government Act 2003 and is in accordance with the CIPFA (The
Chartered Institute of Public Finance & Accountancy) Code of Practice.

The External Debt and Treasury Management Prudential Indicators and Limits is required by the CIPFA Treasury
Management Code of Practice and identified within the Strategy statement.

Thel nvest ment Strategy sets out the Authorityés criteria foc
the risk of loss. This strategy is in accordance with the Ministry of Housing, Communities and Local Government
(MHCLG) Guidance on Local Government Investments updatedin2010 . The Aut hor i ttgrmd sredibratingg mu m
requirement is Fitch A- or equivalent.

The Authoritydés Mi sionniMRR) Staeement) sets ouPhow the Authority will pay for capital assets
through revenue each year as required by Local Authorities (Capital Finance and Accounting) Regulations 2008.

Borrowing:

As already stated, a large proportion of the capital programme is funded by borrowing. When undertaking borrowing, the

Authority ensures that its plans are prudent and affordable in both the short and long term. The Authority adheres to

CIl PFAb6s Prudenti al Code and Tr easur y bdfarathgstana each firancialdgead i ne s
the limits for the next three years on:-

overall level of external debt;

operational boundary for debt;

upper limits on fixed interest rate exposure;
upper limits on variable rate exposure;

limits on the maturity structure of debt;

limits on investments for more than 364 days.

E R I EEE]

TheAut horityés borrowing with the Public Works Loan Board
the end following the repayment of £0.4m of loans in the year. Interest paid during the year on existing long-term borrowing
totalled £1.9m.

Balance Sheet Financial Position at 315t March 2021

The net worth (total reserves) of the Authority is shown in the Balance Sheet. From the CIES it can be seen that the
Aut hor i toyttohas redaced bw£67.036m over the year, and as a consequence the current net liability on total
reserves has increased from (£1,031.372m) to (£1,098.408m). However, the reason for the net liability (negative reserve)
is that a number of reserves making up the net worth relate to technical adjustments arising from the pensions reserve
and the capital adjustments reserve, and these reserves are not available to spend. Note 22 provides more detail on
unusable reserves. The pensions reserve alone has a net liability of £1,166.539m reflecting underlying commitments that
the Authority has with regards to retirement benefits, however arrangements are in place for funding the pension liability:
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1 the deficit on the Local Government Pension Scheme will be made good by increased contributions over the
remaining working life of employees (i.e. before payments fall due), as assessed by the scheme actuary,

1 any shortfall on the Firefighter Pension Schemes is met by grant funding from Central Government and the Authority
is only required to cover discretionary benefits when the pensions are actually paid.

Note 40 to the accounts provides detail on the two pension schemes the Authority participates in.

The COVID-19 Challenge

COVID-19 Financial Impact
During 2020/21, the Service suffered from the financial impact of COVID-19 in the form of:

A reduction in Council Tax and Business Rates resulting in a potential £3.788m deficit on the Collection Fund,
Additional expenditure on personal protective equipment (PPE), premises cleaning, ICT, and employee costs,
£0.664m

A reduction in income yield from commercial training; and other activities, £0.400m

A saving on fuel, training, travel, subsistence and other costs of (£0.646m)

Overall the net cost of COVID-19 in 2020/21 was £4.206m

In addition, the Authority has earmarked £0.150m to fund works on the current training centre site in 2021/22 to
make the site COVID-19 safe. It is also anticipating a further £0.050m to £0.150m spend on additional cleaning
at its premises and other COVID-19 related costs in 2021/22.

1 Therefore, the total net cost of COVID-19 is £4.406m to £4.506m.

f
f

=a =4 -8 -9

The Authority received a £1.711m COVID-19 grant from the Government and is expecting to receive a further £0.203m
grant towards the loss of fees and charges income in 2020/21 as a direct result of COVID-19. The Government has also
stated that it will provide grant support towards the expanded business rate relief announced in 2020/21 and also it will
cover 75% of eligible 2020/21 council tax and business rates not collected due to the economic impact of COVID-19.
Based on information received from the Merseyside Councils the grant to cover the loss of council tax and business rates
and the associated deficit on the Collection fund is estimated at £2.577m, (the majority of this will be paid in January
2022). The total grant support therefore is estimated at £4.491m, and the Authority is anticipating these grants will cover
all of the 2020/21 and 2021/22 costs associated with COVID-19.

In terms of financial consequences and the potential impact on post balance sheet date values, particularly for property
and pensi on, is considered in ANote 4 in the Statements éA
of Estimation Uncertainty #.

The longer-term financial impact is difficult to determine and will ultimately be driven by how the Government seeks to
fund the cost of supporting the economy during the pandemic and the knock-on impact on public funds, if any. At a local
level council tax and business rates income is expected to recover over the medium term and it is hoped this would as
early as 2022/23.

COVID-19 Service Impact

The Authority made the decisiontoconduct commi tteo®oméetriandiervitd aimZ hsalridg p hy s
2020/21. From May 2021, the committee meetings will resume to be on a face-to-face basis and return to the pre-COVID-

19 arrangements.

On 18 March 2020,t he CFO i mpl emented the Servicebs pandemic busine
the fire and rescue service to the public of Merseyside was maintained. Effective mobilising and response to all emergency
life risk incidents continued throughout 2020/21, however the introduction of a series of lockdown measures by the
Government meant prevention and protection services had to be temporarily reduced. Throughout 2020/21 and going

forward into 2021/22 the Authorityés staff including all
services, councils, care homes and the vulnerable in the community by providing support in the form of: face mask fitting

tests; assisting the Coroners Service; delivering food and medicines; and delivering COVID-1 9 t est kit s. The
responses have been very much guided by advice and guidance provided byCent r al Gover nment , Nat i

Council, and the Chief Fire Officer and Strategic Leadership Team.
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All staff are expected to return to their normal place of work from July 2021 and full prevention, protection and youth
service provision will commence in 2021/22 with the relevant COVID-19 adjustments to work practices to ensure the
safety of staff, the Merseyside community, and participants.

Future Financial Challenge and Corporate Risks

The Authority continues to plan prudently and approved a balanced 2021/22 Budget and five-year medium term financial
plan (MTFP) at its meeting on 25 February 2021. However, as the Government funding contributes nearly 50% of the
total Authority revenue funding and the Government announced only a one-year settlement for 2021/22, this has meant
a lack of certainty and predictability over future Authority funding, making it difficult to plan beyond 2021/22.

The MTFP also relies upon some key assumptions around future pay, council tax levels, and other factors. The current
MTFP indicates that the Authority may potentially face a financial challenge from 2023/24. Due to the level of uncertainty
around the forecasts, the Authority will consider any future challenges as part of the 2022/23 budget making process
when some of these uncertainties should be resolved, especially as it is expected that the Government will have
announced a multi-year financial settlement for 2022/23 and future years. The Authority has established specific reserves
to cover the risk of a variation to the key assumptions in the MTFP and these reserves would allow the Authority time to
approve structural changes to deliver the required permanent savings over the longer term.

The Authority understands that the recruitment of sufficient firefighters to maintain the required response staffing levels
is crucial over the future medium term in light of the fact the Authority may lose approximately half of its current firefighters
through natural retirements, over the next five years or so. The Authority has established a recruitment reserve so it can
fund the required recruitment in advance of the expected retirements over the period.

Explanation of the Key Financial Statements

The accounts consist of the core financial statements grouped together along with detailed disclosure notes. The core
financial statements include:

The 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, rather than the amount to be funded from taxation (and rents).
Authorities raise taxation (and rents) to cover expenditure in accordance with statutory requirements; this may differ from
the accounting cost. The taxation position is shown in the Expenditure and Funding Analysis and the Movement in
Reserves Statement.

The Movement in Reserves Statement (MiRS)

The Movement in Reserves Statement shows the movement from the start of the year to the end on the different reserves
held by the Authority, analysed into 6usable reservesod (i
taxation) and ot her diatemenssholwd hew theensvementsis the. yeailoftke Authority are broken

down between gains and losses incurred with generally accepted accounting practices and the statutory adjustments
required to return the amount chargeable to council tax (or rents) for the year. The net increase/decrease line shows the
statutory General Fund balance movements in the year following those adjustments.

The Balance Sheet

The Balance Sheet shows the value as at the 31 March 2021 of the assets and liabilities recognised by the Authority. The

net assets of the Authority (assets less liabilities) are matched by the reserves held by the Authority. Reserves are

reported in two categories. The first category of reserves are usable reserves, i.e. those reserves that the Authority may

use to provide services, subject to the need to maintain a prudent level of reserves and any statutory limitations on their

use (for example the capital receipts reserve that may only be used to fund capital expenditure or repay debt). The second

category of reserves is those that the Authority is not able to use to provide services. This category of reserves includes

reserves that hold unrealised gains and losses (for example the revaluation reserve), where amounts would only become

available to provide services if the assets are sold; and reserves that hold timing differences shown in the Movement in
Reserves Statement | ine 6Adjustments between accounting ba
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The Cash Flow Statement

The Cash Flow Statement shows the changes in cash and cash equivalents of the Authority during the reporting period.

The statement shows how the Authority generates and uses cash and cash equivalents by classifying cash flows as
operating, investing and financing activities. The amount of net cash flows arising from operating activities is a key

indicator of the extent to which the operations of the Authority are funded by way of taxation and grant income or from

the recipients of services provided by the Authority. Investing activities represent the extent to which cash outflows have

been made for resources, whichar e i ntended to contribute to the Authorit.y
from financing activities are useful in predicting claims on future cash flows by providers of capital (i.e. borrowing) to the
Authority.

Significant Changes in Accounting Policies

Since 2010/11 the Authority is required to prepare its accounts based on International Financial Reporting Standards, the
move to an IFRS-based set of accounts resulted in a considerable number of changes in accounting practices and
disclosures.

The 2020/21 Code has built upon the changes introduced by IFRS and has made some small changes to accounting
policies and disclosure requirements, none of which are of any significance or have any material impact.

FURTHER INFORMATION

lan Cummins. B.A. (Hons), CIPFA.
Director of Finance and Procurement
Fire & Rescue Service HQ

Bridle Road

Bootle

Liverpool

L304YD

lan Cummins can also be contacted on: -
Tel: 0151 - 296 4244
E-mail: iancummins @merseyfire.gov.uk
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The Financial Statements

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, rather than the amount to be funded from taxation (or rents).
Authorities raise taxation (and rents) to cover expenditure in accordance with statutory requirements; this may be different
from the accounting cost. The taxation position is shown in both the Expenditure and Funding Analysis and the Movement
in Reserves Statement.

68,857  (11,752) 57,105 | Fire & Rescue Service Operations i see note a 79,887 (15,312) 64,575
1,108 - 1,108 | Corporate and Democratic Core 1,025 - 1,025
10,060 (9,875) 185 | National Resilience / International Search and Rescue 9,499 (9,302) 197
5,169 - 5,169 | Non-distributed costs i see note b - - -
85,194  (21,627) 63,567 | Cost of services 90,411 (24,614) 65,797
- (30,434) (30,434) | Other operating expenditure 9 - (27,71149) (27,714)
34,435 (2,259) 32,176 f Financing and investment income and expenditure 10 29,888 (2,112) 27,776
- (60,774) (60,774) | Taxation and non-specific grant income 11 - (65,232) (65,232)
4,535 (Surplus) or deficit on provision of services 27 627

233 Impairment losses charged to the revaluation reserve =

(3,001) | (Surplus) or deficit on revaluation of fixed assets (2,499)
(105,630) § Remeasurement of the net defined benefit liability 66,510
(108,398) j Other comprehensive income and expenditure 65,011
(103,863) | Total comprehensive income and expenditure 65,638

Note ai Fire & Rescue Service Operations in 2019/20 has included a credit of (£3,200m) (£46,041m in 2018/19)
of Pension Past Service Costs relating to the recent McCloud judgement.

Note b T A Past Service Cost was recognised in 2017/18 reflecting an interim solution regarding Guaranteed
Minimum Pension (GMP) indexation for individuals who reach state pension age on or after 6 December 2018 and
before 6 April 2021. In 2019/20, this has been extended to include members reaching state pension age after 6
April 2021 (£5,169m).

FIRE & RESCUE
SERVICE
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Movement in Reserves Statement

The Movement in Reserves Statement shows the movement from the start of the year to the end on the different reserves
held by the Aut hor id yr, e saenmvhessstieat¢an ba applieddaufienad dxpenditure or reduce local
taxation) and other 6 u n u sreservesd The Statement shows how the movements in the year of the Authority are broken
down between gains and losses incurred with generally accepted accounting practices and the statutory adjustments
required to return the amount chargeable to council tax (or rents) for the year. The net increase/decrease line shows the
statutory General Fund balance movements in the year following those adjustments.

Balance at 31 March 2020 (21,767) (3,590) (25,357) 1,056,729 | 1,031,372
Movement in reserves during 2020/21

Total comprehensive income and expenditure 627 - 627 65,011 65,638
}Adju_stments_ between accoynting basis and (7,942) (6,793) (14,735) 14,735 )
unding basis under regulations

Increase or decrease in 2020/21 (7,315) (6,793) (14,108) 79,746 65,638
Balance at 31 March 2021 carried forward (29,082) (10,383) (39,465) 1,136,475 | 1,097,010
Balance at 31 March 2019 (25,064) (4,856) (29,920) 1,165,155 | 1,135,235
Movement in reserves during 2019/20

Total comprehensive income and expenditure 4,535 - 4,535 (108,398) (103,863)
ﬁdjgstments betwegn accounting basis & funding (1,238) 1,266 o8 28) )

asis under regulations
Increase or decrease in 2019/20 3,297 1,266 4,563 (108,426) (103,863)
Balance at 31 March 2020 carried forward (21,767) (3,590) (25,357) 1,056,729 | 1,031,372
s ',E;E‘S'C'UE Merseyside Fire & Rescue Service Statement of Accounts2020 Page200f 116
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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 Authority.
The net assets of the Authority (assets less liabilities) are matched by the reserves held by the Authority. Reserves are
reported in two categories. The first category of reserves are usable reserves, i.e. those reserves that the Authority may
use to provide services, subject to the need to maintain a prudent level of reserves and any statutory limitations on their
use (for example the capital receipts reserve that may only be used to fund capital expenditure or repay debt). The second
category of reserves are those that the Authority is not able to use to provide services. This category of reserves includes
reserves that hold unrealised gains and losses (for example the revaluation reserve), where amounts would only become
available to provide services if the assets are sold; and reserves that hold timing differences shown in the Movement in

Reserves Statement] i ne O6Adj ust ments between accounting. basis and
87,382 Property, plant and equipment 12 84,936
110 Intangible assets 13 142
- Assets held for sale 18 -
- Long-term investments 14 -
- Long-term debtors 14 -
87,492 Long-term Assets 85,078
23,119 Short-term investments 14 29,107
350 Assets held for sale 18 350
649 Inventories 15 1,038
14,459 Short-term debtors 16 25,643
3,075 Cash and cash equivalents 14 & 17 5
41,652 Current assets 56,143
(2,301) Short-term borrowing 14 (4,082)
(10,684) Short-term creditors 19 (16,451)
- Bank overdraft 14 & 17 (483)
(11,985) Current liabilities (21,016)
(17,324) Long-term creditors 14 (16,858)
(1,096) Provisions 20 (1,169)
(36,885) Long-term borrowing 14 (33,885)
(1,093,226) Other long-term liabilities 14 & 40 (1,165,303)
(2,148,531) Long-term liabilities (1,217,215)
(1,031,372) Net liabilities (1,097,010)
(25,357) Usable reserves 21 (39,465)
1,056,729 Unusable reserves 22 1,136,475
1,031,372 Total reserves 1,097,010
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Cash Flow Statement

The Cash Flow Statement shows the changes in cash and cash equivalents of the Authority during the reporting period.

The statement shows how the Authority generates and uses cash and cash equivalents by classifying cash flows as
operating, investing and financing activities. The amount of net cash flows arising from operating activities is a key

indicator of the extent to which the operations of the Authority are funded by way of taxation and grant income or from

the recipients of services provided by the Authority. Investing activities represent the extent to which cash outflows have

been made for resources, which are intended to contribute tothe Aut hor i t yés f wdry Cash flems arigingc e d ¢
from financing activities are useful in predicting claims on future cash flows by providers of capital (i.e. borrowing) to the
Authority.

4,535 Net (surplus) or deficit on the provision of services 627
Adjustments to net surplus or deficit on the provision of services for non-cash

(18,594) vaments o o 23 (11,098)

(303) Adjustments for items included in the net surplus or deficit on the provision of 24 2941
services that are investing and financing activities !

(14,362) Net cash flows from operating activities (5,530)

11,628 Investing activities 25 4,573

4,328 Financing activities 26 4,510

1,594 Net increase or decrease in cash and cash equivalents 3,553

(4,669) Cash and cash equivalents at the beginning of the reporting period (3,075)

(3,075) Cash and cash equivalents at the end of the reporting period 17 478
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Notes to the Core Financial Statements

1. Accounting Policies

I. General Principles

The Statement of Accounts summarises the Author i t y 6 s t r a n 2@@21 finantial yeramd ite pbsé@ion at the
year-end of 315t March 2021. The Authority is required to prepare an annual Statement of Accounts by the Accounts and
Audit (England) Regulations 2015, which those regulations require to be prepared in accordance with proper accounting
practices. These practices primarily comprise of the Code of Practice on Local Authority Accounting in the United
Kingdom 2020/21 and the Service Reporting Code of Practice 2020/21, supported by International Financial Reporting
Standards (IFRS) and statutory guidance.

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

ii. Going Concern

Local authorities that can only be discontinued under statutory prescription shall prepare their financial statements on a
going concern basis of accounting; that is, the financial statements shall be prepared on the assumption that the functions
of the Authority will continue in operational existence for the foreseeable future. Transfers of services under combinations
of public sector bodies (such as local government reorganisation) do not negate the presumption that the financial
statements shall be prepared on a going concern basis of accounting.

iii. 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:

1 Revenue from contracts with service recipients, whether for services or the provision of goods, is recognised
when (or as) the goods or services are transferred to the service recipient in accordance with the performance
obligations in the contract.

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

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

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

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

iv. Cash and Cash Equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable without penalty on notice of no
more than 24 hours. Cash equivalents are highly liquid investments that mature in a specified period; no more than three
months or less from the date of acquisition and that are readily convertible to known amounts of cash with insignificant
risk of change in value.

In the Cash Flow Statement, cash and cash equivalents are shown net of bank overdrafts that are repayable on demand
and form anintegralpart of the Authorityod6s cash management .

v. 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 prospectively, i.e. in the current and future years affected by the change and
do not give rise to a prior period adjustment.
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Changes in accounting policies are only made when required by proper accounting practices or the change provides
more reliable or relevant information about the effect of
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.

vi. Charge to Revenue for Non-current Assets

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

1 depreciation attributable to the assets used by the relevant service

1 revaluation and impairment losses on assets used by the service where there are no accumulated gains in the
revaluation reserve against which the losses can be written off

1 amortisation of intangible assets attributable to the service.

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

vii. Employee Benefits

Benefits Payable During Employment

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

Termination Benefits

Terminatonbe nef it s are amounts payable as a result of a decisic
bef ore the nor mal retirement date or an iodxdhangedar those bénefdsi s i o n
and 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 Authority can no longer withdraw the
offer of those benefits or when the Authority recognises costs for a restructuring. Where termination benefits involve the
enhancement of pensions, statutory provisions require the General Fund balance to be charged with the amount payable
by the Authority to the pension fund or pensioner in the year, not the amount calculated according to the relevant
accounting standards. In the Movement in Reserves Statement, appropriations are required to and from the pensions
reserve to remove the notional debits and credits for pension enhancement termination benefits and replace them with
debits for the cash paid to the pension fund and pensioners and any such amounts payable but unpaid at the year-end.

Post-employment Benefits

Employees of the Authority are members of two separate pension schemes:

1 The Firefighters Pension Schemes for uniformed employees, administered by LPP 7 Local Pension Partnership
(LPP, PO Box 1382, Preston, Lancashire, PR2 OWQ).
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1 The Local Government Pensions Scheme for civilian employees, administered by Wirral Borough Council through
Merseyside Pension Fund (Merseyside Pension Fund, Castle Chambers, 43 Castle Street, Liverpool, L2 9SH).

Both schemes provided defined benefits to members (retirement lump sums and pensions), earned as employees worked
for the Authority.

The Firefighters Pension Scheme

The Firefighters Pension Scheme is an unfunded scheme, meaning that there are no investment assets built up to meet
pension liabilities. Cash has to be generated to meet actual pension payments as they fall due. The Government changed
the funding mechanism for this scheme in 2006/07. This alleviated concerns about the possibility of large year on year
fluctuations on local taxpayers by creating a pension fund account. The primary objective is to allow the separation of
the cost of providing pensions from the cost of running a fire and rescue service.

Transactions in the Firefighters Pension Fund include:

Credits to the Pension Fund

A Employeesd contributions from firefighters
A Transfer values received from other authorities

A The empl otjbatordssue tram the Authority

A Additional contributions required from the Authority for ill health retirements.

Debits to the Pension Fund
A Awards payable under any provision of the pension scheme
A Transfer values payable to other authorities

A Any repayment to the Authority of contributions towards ill health retirements.

The Pension fund account is balanced to zero by either:
1 Crediting a top-up grant receivable from the Home Office where income to the fund is less than its expenditure.

1 Debiting an amount payable to the Home Office where the expenditure of the fund is less than its income.

Firefightersd I njury Schemes

Under the Firefighters Compensation Scheme (England) Order 2006, a firefighter receives an injury award where they
have retired and are permanently disabled because of an injury received in the execution of their duty. Under IAS 19,
the Authority is required to account for contingent future injury benefits. The liability is based on an estimate of future
benefits earned by members, and movements in the liability are treated in the same way as for the Firefighters pension
schemes.

The Local Government Pension Scheme

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

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

1 Liabilities are discounted to their present value at current prices, using a discount rate of 2.1% (based on the
indicative rate of return on high quality corporate bond).

1 The assets of Merseyside Pension Fund attributable to the Authority are included in the Balance Sheet at their fair
value:
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A quoted securities i current bid price
A unquoted securities i professional estimate
A unitised securities i current bid price

A property i market value.

The change in the net p e n s i liability is analysed into the following components:

1 Service cost comprising:

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

A past service cost i the increase in liabilities as a result of a scheme amendment or curtailment whose effect
relates to years of service earned in earlier years 1 debited to the surplus or deficit on the provision of services
in the Comprehensive Income and Expenditure Statement as part of non-distributed costs.

A net interest on the net defined benefit liability (asset), i.e. net interest expense for the Authority i the change
during the period in the 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 1 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 i taking into
account any changes in the net defined benefit liability (asset) during the period as a result of contribution and
benefit payments.

1 Remeasurements comprising:

A the return on plan assets i excluding amounts included in net interest on the net defined benefit liability (asset)
1 charged to the pensions reserve as other comprehensive income and expenditure

A actuarial gains and losses i 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
1 charged to the pensions reserve as other comprehensive income and expenditure

A contributions paid to the Merseyside PensionFundicash paid as employerds contri

in settlement of liabilities; not accounted for as an expense.

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

Discretionary Benefits

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

viii. 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:

1 those that provide evidence of conditions that existed at the end of the reporting period i the statement of accounts

o
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is adjusted to reflect such events

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

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

ix. Financial Instruments

Financial Liabilities

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

For most of the borrowings that the Authority has, this means that the amount presented in the Balance Sheet is the
outstanding principal repayable (plus accrued interest); and interest charged to the CIES is the amount payable for the
year according to the loan agreement.

Where premiums and discounts have been charged to the CIES, regulations allow the impact on the General Fund
Balance to be spread over future years. The 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 CIES to the net charge 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.

Financial Assets

Financial assets are classified based on a classification and measurement approach that reflects the business model for
holding the financial assets and their cash flow characteristics. There are three main classes of financial assets,
measured at:

1 amortised cost, and
i fair value through profit or loss (FVPL), and
9 fair value through other comprehensive income (FVOCI).

The Authorityb s business model is to hold investments to coll
classified as amortised cost, except for those whose contractual payments are not solely payment of principal and interest
(i.e. where the cash flows do not take the form of a basic debt instrument).

Financial Assets Measured at Amortised Cost

Financial assets measured at amortised cost are recognised on the Balance Sheet when the Authority becomes a party
to the contractual provisions of a financial instrument and are initially measured at fair value. They are subsequently
measured at their amortised cost. Annual credits to the financing and investment income and expenditure line in the
CIES for interest receivable are based on the carrying amount of the asset multiplied by the effective rate of interest for
the instrument. For most of the financial assets held by the Authority, this means that the amount presented in the
Balance Sheet is the outstanding principal receivable (plus accrued interest) and interest credited to the CIES is the
amount receivable for the year in the loan agreement.

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

Expected Credit Loss Model

The Authority recognises expected credit losses on all of its financial assets held at amortised cost, either on a 12-month
or lifetime basis. The expected credit loss model also applies to lease receivable and contract assets. Only lifetime
losses are recognised for trade receivables (debtors) held by the Authority.

Impairment losses are calculated to reflect the expectation that the future cash flows might not take place because the
borrower could default on their obligations. Credit risk plays a crucial part in assessing losses. Where risk has increased
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significantly since an instrument was initially recognised, losses are assessed on a lifetime basis. Where risk has not
increased significantly or remains low, losses are assessed on the basis of 12-month expected losses.

Financial Assets Measured at Fair Value through Other Comprehensive Income

Financial assets that are measured at FVOCI are recognised on the Balance Sheet when the Authority becomes a party
to the contractual provisions of a financial instrument and are initially measured and carried at fair value. Fair value gains
and losses are recognised as they arise in Other Comprehensive Income.

Financial Assets Measured at Fair Value through Profit or Loss

Financial assets that are measured at FVPL are recognised on the Balance Sheet when the Authority becomes a party
to the contractual provisions of a financial instrument and are initially measured and carried at fair value. Fair value gains
and losses are recognized as they arrive in the Surplus or Deficit on the Provision of Services.

Fair Value Measurement of Financial Assets

Fair value of an asset is the price that would be received to sell an asset in orderly transaction between market participants

at the measurementdate. The f air value measurements of the authorityo

techniques:
1 instruments with quoted market prices i the market price
9 other instruments with fixed and determinable payments i discounted cash flow analysis.
The inputs to the measurement techniques are categorised in accordance with the following three levels:

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

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

1 Level 3inputs i unobservable inputs for the asset.

Any gains and losses that arise on the derecognition of the asset are credited or debited to the financing and investment
income and expenditure line in the Comprehensive Income and Expenditure Statement.

The Authority entered into a number of financial guarantees that are not required to be accounted for as financial
instruments. These guarantees are reflected in the statement of accounts to the extent that provisions might be required
or a contingent liability note is need under the policies set out in the section on Provision, Contingent Liabilities and
Contingent Assets.

x. Foreign Currency Translation

Where the 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 at 315 March. Resulting gains or losses
are recognised in the financing and investment income and expenditure line in the Comprehensive Income and
Expenditure Statement.

xi. Government Grants and Contributions

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

1 the Authority will comply with the conditions attached to the payments, and

1 the grants or contributions will be received.

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

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

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

xii. Intangible Assets

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

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

Expenditure on the development of websites is not capitalised if the website is solely or primarily intended to promote or
advertise the Authorit y6s goods or services.

Intangible assets are measured initially at cost. Amounts are only revalued where the fair value of the assets held by the
Authority can be determined by reference to an active market. In practice, no intangible asset held by the Authority meets
this criterion, and they are therefore carried at amortised cost. The depreciable amount of an intangible asset is amortised
over its useful life to the relevant service line(s) in the Comprehensive Income and Expenditure Statement. An asset is
tested for impairment whenever there is an indication that the asset might be impaired i any losses recognised are posted
to the relevant service line(s) 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 other operating expenditure line in the Comprehensive
Income and Expenditure Statement.

Where expenditure on intangible assets qualifies as capital expenditure for statutory purposes, amortisation, impairment
losses and disposal gains and losses are not permitted to have an impact on the General Fund balance. The gains and
losses are therefore reversed out of the General Fund balance in the Movement in Reserves Statement and posted to
the capital adjustment account and (for any sale proceeds greater than £10,000) the capital receipts reserve.

xiii. Inventories and Long-term Contracts

Inventories are included in the Balance Sheet at the lower of cost and net realisable value. The cost of inventories is
assigned using the weighted average costing formula. The Authority holds inventories of uniforms, smoke alarms,
consumable items, stationery and vehicle parts.

Long-term contracts are accounted for on the basis of charging the surplus or deficit on the provision of services with the
value of works and services received under the contract during the financial year.

xiv. Joint Operations

Joint operations are arrangements where the parties that have joint control of the arrangements have rights to the assets
and obligations for the liabilities relating to the arrangement. The activities undertaken by the Authority in conjunction
with other joint operators involve the use of the assets and resources of those joint operators. In relation to its interest in
a joint operation, the Authority as a joint operator recognises:

1 its assets, including its share of any assets held jointly

1 its liabilities, including its share of any liabilities incurred jointly

1 its revenue from the sale of its share of the output arising from the joint operation
1

its share of the revenue from the sale of the output by the joint operation
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1 its expenses, including its share of any expenses incurred jointly.
XV. Leases

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

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

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

The Authority as Lessee

Finance Leases

Property, plant and equipment held under finance leases are recognised on the Balance Sheet at the commencement of

the |l ease at its fair val ue meapresent eatlie ad the minmam lesseamneérds, ifi n c e
lower). The asset recognised is matched by a liability for the obligation to pay the lessor. Initial direct costs of the
Authority are added to the carrying amount of the asset. Premiums paid on entry into a lease are applied to writing down

the lease liability. Contingent rents are charged as expenses in the periods in which they are incurred.

Lease payments are apportioned between:

1 a charge for the acquisition of the interest in the property, plant or equipment 7 applied to write down the lease
liability, and

1 a finance charge (debited to the financing and investment income and expenditure line in the Comprehensive
Income and Expenditure Statement).

Property, plant and equipment recognised under finance leases is accounted for using the policies applied generally to
such assets, subject to depreciation being charged over th
life (where ownership of the asset does not transfer to the authority at the end of the lease period).

The Authority is not required to raise council tax to cover depreciation or revaluation and impairment losses arising on
leased assets. Instead, a prudent annual contribution is made from revenue funds towards the deemed capital investment
in accordance with statutory requirements. Depreciation, revaluation and impairment losses are therefore substituted by
a revenue contribution in the General Fund balance, by way of an adjusting transaction with the capital adjustment
account in the Movement in Reserves Statement for the difference between the two.

Operating Leases

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

The Authority as Lessor

Finance Leases

Where the Authority grants a finance lease over a property or an item of plant or equipment, the relevant asset is written

out of the Balance Sheet as a disposal. At the commencement of the lease, the carrying amount of the asset in the
Balance Sheet (whether property, plant and equipment or assets held for sale) is written off to the other operating
expenditure line in the Comprehensive Income and Expenditure Statement as part of the gain or loss on disposal. A gain,
representing the Author i t y6s net iinvestment in the | ease, is credited
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), matched by a lease (long-term debtor) asset in the Balance Sheet.

Lease rentals receivable are apportioned between:

1 a charge for the acquisition of the interest in the property i applied to write down the lease debtor (together with
any premiums received), and
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1 finance income (credited to the financing and investment income and expenditure line in the Comprehensive
Income and Expenditure Statement)

The gain credited to the Comprehensive Income and Expenditure Statement on disposal is not permitted by statute to
increase the General Fund balance and is required to be treated as a capital receipt. Where a premium has been
received, this is posted out of the General Fund balance to the capital receipts reserve in the Movement in Reserves
Statement. Where the amount due in relation to the lease asset is to be settled by the payment of rentals in future
financial years, this is posted out of the General Fund balance to the deferred capital receipts reserve in the Movement
in Reserves Statement. When the future rentals are received, the element for the capital receipt for the disposal of the
asset is used to write down the lease debtor. At this point, the deferred capital receipts are transferred to the capital
receipts reserve.

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. Amounts are therefore appropriated to the capital adjustment
account from the General Fund balance in the Movement in Reserves Statement.

Operating Leases

Where the Authority grants an operating lease over a property or an item of plant or equipment, the asset is retained in
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.

xvi. 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 Service Reporting Code of Practice 2020/21 (SeRCOP). The total absorption
costing principle is used T the full cost of overheads and support services is shared between users in proportion to the
benefits received, with the exception of:

1 Corporate and Democratic Core i costs relating to the Afunttibnaly democrate
organisation.

National Resilience / International Search and Rescue i costs not apportioned.

Non-Distributed Costs i the cost of discretionary benefits awarded to employees retiring early and impairment
losses chargeable on assets held for sale.

These two cost categories are defined in SeRCOP and accounted for as separate headings in the Comprehensive Income
and Expenditure Statement, as part of Net Expenditure on Continuing Services.
xvii. Property, Plant and Equipment

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

Recognition

Expenditure on the acquisition, creation or enhancement of Property, Plant and Equipment is capitalised on an accruals
basis, provided that it is probable that the future economic benefits or service potential associated with the item will flow
to the Authority and the cost of the item can be measured reliably. Expenditure that maintains but does not add to an
assets 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:
1 the purchase price

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

The Authority does not capitalise borrowing costs incurred whilst assets are under construction.

The cost of assets acquired other than by purchase is deemed to be its fair value, unless the acquisition does not have
commercial substance (i.e. it will not lead to a variation in the cash flows of the Authority). In the latter case, where an
asset is acquired via an exchange, the cost of the acquisition is the carrying amount of the asset given up by the Authority.

Donated assets are measured initially at fair value. The difference between fair value and any consideration paid is
credited to the taxation and non-specific grant income line of the Comprehensive Income and Expenditure Statement,
unless the donation has been made conditionally. Until conditions are satisfied, the gain is held in the donated assets
account. Where gains are credited to the Comprehensive Income and Expenditure Statement, they are reversed out of
the General Fund balance to the capital adjustment account in the Movement in Reserves Statement.

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

1 22 Community Fire Stations (plus 1 Marine Rescue Station) are measured on a Depreciated Replacement Cost
basis as the property is classed as specialised with no readily made market available.

1 the balance of the property portfolio consisting of Headquarters, Training Academy, Fire Control Centre,
Engineering Centre of Excellence and Houses are valued on a current value basis as buildings could be used for
alternative purposes.

9 assets under construction are valued on depreciated historical cost basis

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

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

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

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

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

1 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)

1 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.

The revaluation reserve contains revaluation gains recognised since 1 April 2007 only, the date of its formal
implementation. Gains arising before that date have been consolidated into the capital adjustment account.

Impairment

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

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

1 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)

1 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.

Where an impairment loss is reversed subsequently, 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.
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Depreciation

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

Depreciation is calculated on the following bases:

1 Buildings i straight-line allocation over the remaining life of the property as estimated by the valuer. The remaining
life of the buildings range from 27 50 years

1 Vehicles, plant and equipment i straight-line allocation over the remaining useful life as estimated by a suitably
qualified officer. Vehicles are depreciated over 51 20 years and plant and equipment is depreciated over 3 1 25
years

1 Land i depreciation is not applied to land
1 No residual value is accounted for.

Where an item of property, plant and equipment asset has major components whose cost is significant in relation to the
total cost of the item, the components are depreciated separately. Only components above 10% of the total asset value
would be considered for componentisation.

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

Disposals and Non-current Assets Held for Sale

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

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

Assets that are to be abandoned or scrapped are not reclassified as assets held for sale.

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

Amounts received for a disposal in excess of £10,000 are categorised as capital receipts. The balance of receipts is
required to be credited to the capital receipts reserve, and can then only be used for new capital investment or set aside

to reduce the Authorityds wunder | yaquirgmentle Reteipts are dppropriatedto the h e

reserve from the General Fund 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. Amounts are appropriated to the capital adjustment account from
the General Fund balance in the Movement in Reserves Statement.

xviii. Private Finance Initiative (PFI) and Similar Contracts

The Authority lead a North West PFI project to replace sixteen fire stations across Merseyside, Lancashire and Cumbria.
Merseyside Fire & Rescue Service built seven new PFI Stations. The building programme for Merseyside started in April
2011, with first station opening in April 2012 and the last station opening July 2013.
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PFI and similar contracts are agreements to receive services, where the responsibility for making available the property,
plant and equipment 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 schemes, and as ownership of the property, plant and equipment will pass to
the Authority at the end of the contracts for no additional charge, the Authority carries the assets used under the contracts
on its Balance Sheet as part of property, plant and equipment.

The original recognition of these assets at fair value (based on the cost to purchase the property, plant and equipment)
was balanced by the recognition of a liability for amounts due to the scheme operator to pay for the capital investment.

Non-current assets when 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 operator each year are analysed into five elements:

1 fairvalue of the services received during the year i debited to the relevant service in the Comprehensive Income
and Expenditure Statement

1 finance cost 1 interest is charged on the outstanding Balance Sheet liability, debited to the Financing and
Investment Income and Expenditure line in the Comprehensive Income and Expenditure Statement

1 contingent rent 7 increases in the amount to be paid for the property arising during the contract, debited to the
financing and investment income and expenditure line in the Comprehensive Income and Expenditure Statement

1 payment towards liability i applied to write down the Balance Sheet liability towards the PFI operator (the profile
of write downs is calculated using the same principles as for a finance lease)

1 lifecycle replacement costs 1 proportion of the amounts payable is posted to the Balance Sheet as a prepayment
and then recognised as additions to property, plant and equipment when the relevant works are eventually carried
out.

xix. Provisions, Contingent Liabilities and Contingent Assets
Provisions

Provisions are made where an event has taken place that gives the Authority a legal or constructive obligation that
probably requires settlement by a transfer of economic benefits or service potential, and a reliable estimate can be made
of the amount of the obligation. For instance, the Authority may be involved in a court case that could eventually result
in the making of a settlement or the payment of compensation.

Provisions are charged as an expense to the appropriate service line in the Comprehensive Income and Expenditure
Statement in the year that the Authority becomes aware of the obligation, and are measured at the best estimate at the
balance sheet date of the expenditure required to settle the obligation, taking into account relevant risks and uncertainties.

When payments are eventually made, they are charged to the provision carried in the Balance Sheet. Estimated
settlements are reviewed at the end of each financial year i where it becomes less than probable that a transfer of
economic benefits will now be required (or a lower settlement than anticipated is made), the provision is reversed and
credited back to the relevant service.

Where some or all of the payment required to settle a provision is expected to be recovered from another party (e.g. from
an insurance claim), this is only recognised as income for the relevant service if it is virtually certain that reimbursement
will be received if the Authority settles the obligation.

Contingent Liabilities

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

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

Contingent Assets

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

XX. Reserves

The Authority sets aside specific amounts as reserves for future policy purposes or to cover contingencies. Reserves
are created by appropriating amounts out of the General Fund balance in the Movement in Reserves Statement. When
expenditure to be financed from a reserve is incurred, it is charged to the appropriate service in that year to score against
the surplus or deficit on the provision of services in the Comprehensive Income and Expenditure Statement. The reserve
is then appropriated back into the General Fund balance in the Movement in Reserves Statement so that there is no net
charge against council tax for the expenditure.

Certain reserves are kept to manage the accounting processes for non-current assets, financial instruments, retirement
and employee benefits and do not represent usable resources for the Authority 7 these reserves are explained in the
relevant policies.

xxi. 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 has been charged as expenditure to the relevant service in the Comprehensive Income
and Expenditure Statement in the year. Where the 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 level
of council tax.

xxii. VAT

VAT payable is included as an expense only to the extent that it is not recoverable from HMRC. VAT receivable is
excluded from income.

xXiii. Local Taxation
Council Tax

In their capacity as billing authorities the District Councils of Knowsley, Liverpool, Sefton, St Helens and Wirral act as
agents: they collect and distribute council tax income on behalf of the major preceptors and themselves. The cash
collected by the billing authorities from council tax debtors belongs proportionately to the billing authorities and the major
preceptors. There will therefore be a debtor/creditor position between the billing authorities and the Fire Authority to be
recognised since the net cash paid to the Fire Authority in the year will not be its share of cash collected from council
taxpayers.

NNDR

From the 1st April 2013 the District Councils of Knowsley, Liverpool, Sefton, St. Helens and Wirral collect National Non
Domestic Rates (NNDR) income on behalf of Central Government and the Fire Authority as well as themselves. The
relevant shares of NNDR income are Central Government (50%), District Council (49%) and the Fire Authority (1%),
being the shares as defined by the Business Rates Retention Regulations 2012. The NNDR income distributed to each
of the three parties is the amount after deducting an allowance for the District Councils cost of collection. The NNDR
cash collected by the billing authority belongs proportionately to Central Government, the District Council and the Fire
Authority; there will therefore be a debtor/creditor position between these parties to be recognised since the net cash paid
in the year to each party will not be their share of the cash collected from business ratepayers.

For both council tax and NNDR, the income reflected in the CIES in year is the Fire Aut hor it yés share ¢
relating to that year. However, the amount of council tax / NNDR income that can be credited to the General Fund for

the year is determined by statute and may be different from the accrued income position shown in the CIES. An
adjustment is made via the Movement in Reserves Statement for the difference between the income due under proper
accounting practice and the income per statute.

Prior to the 1st April 2013, the Districts Councils collected NNDR solely on behalf of Central Government and not the Fire
Authority.
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2. Accounting Standards that have been Issued but Not Yet Adopted

The Code of Practice on Local Authority Accounting in the United Kingdom 2020/21 (the Code) has introduced several
changes in the accounting policies, which will be required from 1st April 2021. The Code requires the disclosure of
information relating to the expected impact of an accounting change required by a new standard that has been issued
but not yet adopted.

IFRS 16 Accounting for leases wilhave an i mpact on t he /standardy hawevgrdhas béenc o u n-
deferred from 2020/21 to 2022/23 due to pressures on Local Government due to the Pandemic. The only Asset deemed

affected by standard would be the car lease scheme. Currently this relates to 20 vehicles with a valuation of £337,000.

Although this would have no material impact to the Accounts the envisaged changes for current year Accounts would

have been:

DR CIES - Depreciation charge £116,000
CR CIES - Operating Lease Renewal £118,000
DR CAA - Unusable Resenes £2,000
DR Property, Plant and Equipment (vehicles) £337,000
CR Lease Liability £337,000

3. Critical Judgements in Applying Accounting Policies

In applying the accounting policies set out in Note 1, 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:

9 Insurancei The Authorityés fleet of vehicles are insured f ol
experience of incidents the decision was made to self-insure vehicles. Previously the vehicles were insured fully
comprehensive, but premiums were deemed too expensive in comparison to self-insurance. However, costs are
closely monitored to ensure best value for money.

1 No Residual Value of Assets - The Authority assumes that the residual value of all property plant and equipment
will be nil when they are de-commissioned, as the assets are held to provide a service rather than for resale at the
end of their useful life. The Authority has determined that the amounts received when assets are decommissioned
are negligible and depend on the market demand for the assets at time of disposal.

1 Property valued at Depreciated Replacement Cost 1 The Authority has measured its fire stations as depreciated
replacement cost as there is no market-based evidence of fair value because of the specialist nature of the assets.

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

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

Theitems i n t h es BalantehSheetiat3¥s@March 2021 for which there is a significant risk of material adjustment
in the forthcoming financial year are as follows:
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Property, Assets are depreciated over useful lives that are dependent | If the useful life of assets are reduced,
Plant and on assumptions about the level of repairs and maintenance | depreciation increases and the carrying
Equipment | that will be incurred in relation to individual assets. The amount of the assets falls.
current economic climate makes it uncertain that the ) )
. . . . It is estimated that the annual
Authority will be able to sustain its current spending on o o
. . S depreciation charge for buildings would
repairs and maintenance, bringing into doubt the useful )
. . increase by £70,000 for every year that
lives assigned to assets. .
useful lives have to be reduced.
The Authority operates a 5-year revaluation programme for | Land and building revaluations increased
Land and Buildings held on the Balance Sheet. The by £2m to £74m and therefore a 1%
Authority in conjunction with its valuer had all its land and change in valuation would result in an
buildings valued at 31 March 2019, taking into account increase/decrease in valuation of
various factors such as buildings cost indices and local £740,000.
knowledge of markets. In order to keep costs up to date
20% of the land and buildings are fully revalued each year
from 2020 on a 5-year rolling basis. These figures are then
used to update property portfolio on an annual basis.
Pensions Estimation of the net liability to pay pensions depends on a | The estimates and assumptions involve
Liability number of complex judgements relating to the discount rate | many variables all of which interact in
used, the rate at which salaries are projected to increase, complex ways and will have an impact on
changes in retirement ages, mortality rates and expected figures produced by professional
returns on pension fund assets. A firm of consulting actuaries. If pensions liability were to
actuaries is engaged to provide the Authority with expert change by 1%, this would result in a
advice about the assumptions to be applied. (Note 40) gain/loss of £12.0m.
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Pension
Assets

The outbreak of COVID-19, declared by the World Health
Organi sation as a O0GI|I obal P
has impacted on global markets. This will have had an
impact on Pension Funds worldwide. Below are some key
issues and risks that have been identified by the
Merseyside Pension Fund.

Unquoted Investments

For 2020/21 there is additional uncertainty regarding the
valuations of illiquid assets, due to the time it will take to
fully realise the impact of COVID-19 on such assets. The
valuations have been updated based upon the available
information as at 31 March 2021 and maybe subject to
variations as further information becomes available. There
are assets such as Private Equity investments that are not
publicly listed and as such there is a degree of estimation
involved in these valuations. The International Private
Equity and Venture Capital Valuation 57 (IPEV) Board
issued additional guidance on these given the magnitude of
the COVID-19 crisis as at 31 March.

Hedge funds are valued at the fair value provided by the
Administrators of the underlying Funds plus adjustments
that the Hedge Fund Directors or Independent
Administrators feel necessary. These investments are not
publicly listed and as such there is a degree of estimation
involved in the valuations.

Direct property and pooled property funds use valuation
techniques to determine the carrying amount. Where
possible these valuations are based on observable data,
but where this is not possible management of the Fund
uses the best available data.

The effects on the net pensions liability for
changes in the assumptions used have
been evaluated for their potential impact
(see page 85 for potential changes in
assumptions of 0.1%). An additional
impact has been included for Investment
returns on the LGPS.
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Pensions The decisions of the Court of Appeal in the The additional past service costs
McCloud Sargeant/McCloud (McCloud) cases ruled that transitional assumed for the McCloud case are
protection that enabled some members of the Firefighter very sensitive to the assumptions
Pension Scheme(s), FPS, to remain in their pre-2015 made by the actuaries.
schemes after 1 April 2015 until retirement or the end of a ) ) )
. . . . In particular, judgement is expected to
pre-determined tapered protection period constituted i .
L be highly sensitive to the gap between
unlawful age discrimination. ) )
CPI inflation and the assumed rate of
On 16 July 2020, the Government published a consultation salary growth. Under the approach and
on the proposed remedy to be applied to Firefightersé remedy adopted by the actuaries:-
Pension Schemes and LGPS benefits in response to the
. FPS assumes Pay growth of +4.15%
McCloud and Sargeant cases. The consultation closed on 8 a. i the long term salary arowth
October 2020 and HMT published their response to their pa., ) 9 Y9
. o . assumptions were 0.5% pa lower, then
consultation on 4 February 2021, confirming their approach ) i :
. LT . . the impact on the past service cost is
to remedying age discrimination, in line with their proposals. expected 1o be a change of around
The liability calculations have been updated to be in line with P o g
. £8m on the provision.
the agreed final remedy
. : LGP P h of +1.5%
The Government Aent (GAD)lyadcarridde p abGo iisslur_?fse I?rll grtz\:::] sc;lar S%
out costings of the potential effect of McCloud on the FPS, rov\\;th ass, Im t'onsgar by O 1(;’
and Mercers on the Aut h o r iGP§ fonsl. The Authority g ice C ut F\)NI Idvhyn y b £°3 7
has received updated past service liability costs from the ervice Losts would change by £s./m.
relevant actuaries based on these costings and
assumptions.
In2020/21the Aut h or i tiapilityswad-updated to
include specific membership data, rather than using data for
the Fire Service as a whole, in line with CIPFA Guidance
Arrears At 31st March 2021, the Authority had a balance of sundry If collection rates were to deteriorate, a
debtors of £177,000. A review of significant balances doubling of the amount of the
suggested that a credit loss provision of 41% (£73,000) was | impairment of doubtful debts would
appropriate. require an additional £73,000 to set
aside as an allowance.
Provisions The Authority has made provision for Injury and Damage Claims calculations are based on past-

Compensation claims based on an estimate of potential
payouts. As at 31t March 2021, this totalled £228,000.

experience. If the estimate were to
change by 10%, this would result in a
change of £23,000 in the provision.

The Authority has made provisions for the proportion of
Business Rates Appeals from all 5 Precepting Authorities.
As at 315t March 2021, this totalled £941,000.

Figures are provided by the 5 Local
Precepting Authorities. Concern on
collection rates and Appeals have been
affected by the COVID-19 Pandemic.
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COVID-19 Pandemic
The current and ongoing Impact of the COVID-19 pandemic has created further uncertainty around all estimates
including mortality rates, asset values and the general economic climate.

5. Material Items of Income and Expense

The following services have been outsourced to an external provider.

IT & Communications 1,892 1,913

Estates 1,441 1,296

6. Events After the Reporting Period

There are no events after the balance sheet date to be reported.

7. Adjustments between Accounting Basis and Funding Basis under Regulations

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

General Fund Balance

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

Capital Receipts Reserve

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.

Capital Grants Unapplied

The capital grants unapplied account (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 the grant terms as to the capital expenditure against which
it can be applied and/or the financial year in which this can take place. The current balance reflects Home Office grants
for the procurement of National Resilience assets.
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Adjustments between Accounting Basis and Funding Basis under Regulations 2020/21

Adjustments to revenue resources

Amounts by which income and expenditure included in the Comprehensive Income and
Expenditure Statement are different from revenue for the year calculated in accordance
with statutory requirements:

- Pensions costs (transferred to (or from) the pensions reserve) (5,607) - -

- Financial instruments (transferred to the financial instruments adjustments account) - - -

- Council Tax and NNDR (transferred to the collection fund adjustments account) (3,723) - -
- Holiday pay (transferred to the accumulated absences reserve) 11 - -
- Reversal of entries included in the surplus or deficit on the provision of services in
relation to capital expenditure (these items are charged to the capital adjustment (4,232) - (6,996)
account):
Total adjustments to revenue resources (13,551) - (6,996)

Adjustments between revenue and capital resources

Transfer of non-current asset sale proceeds from revenue to the capital reserve 1,342 (1,342) -

Administrative costs of non-current asset disposals (funded by a contribution from the
capital receipts reserve)

Statutory provision for the repayment of debt (transfer from the capital adjustment
account)

Capital expenditure financed from revenue balances (transfer to the capital adjustment
account)

(27) 27 =

1,810 = =

2,484 - -

Total adjustments between revenue and capital resources 5,609 (2,315) -

Adjustments to capital resources

Use of the capital receipts reserve to finance capital expenditure - 1,315 -

Application of capital grants to finance capital expenditure - - 203

Cash payments in relation to deferred capital receipts = = =

Total adjustments to capital resources - 1,315 203

Total adjustments (7,942) - (6,793)
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Adjustments between Accounting Basis and Funding Basis under Regulations 2019/20

Adjustments to revenue resources

Amounts by which income and expenditure included in the Comprehensive Income and
Expenditure Statement are different from revenue for the year calculated in accordance
with statutory requirements:

- Pensions costs (transferred to (or from) the pensions reserve) (10,892) - -

- Financial instruments (transferred to the financial instruments adjustments account) - - -

- Council Tax and NNDR (transferred to the collection fund adjustments account) (214) - -
- Holiday pay (transferred to the accumulated absences reserve) 109 - -
- Reversal of entries included in the surplus or deficit on the provision of services in
relation to capital expenditure (these items are charged to the capital adjustment (4,836) - (700)
account):
Total adjustments to revenue resources (15,833) - (700)

Adjustments between revenue and capital resources

Transfer of non-current asset sale proceeds from revenue to the capital reserve 2,349 (2,349) -

Administrative costs of non-current asset disposals (funded by a contribution from the
capital receipts reserve)

Statutory provision for the repayment of debt (transfer from the capital adjustment
account)

Capital expenditure financed from revenue balances (transfer to the capital adjustment
account)

(36) 36 =

8,545 - -

3,737 = =

Total adjustments between revenue and capital resources 14,595 (2,313) -

Adjustments to capital resources

Use of the capital receipts reserve to finance capital expenditure - 2,313 -

Application of capital grants to finance capital expenditure - - 1,966

Cash payments in relation to deferred capital receipts = = =

Total adjustments to capital resources - 2,313 1,966

Total adjustments (1,238) - 1,266
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8. Movements in Earmarked Reserves

This note sets out the amounts set aside from the 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 in 2020/21.

Emergency Related Reserves:
Bellwin Reserve 222 - - 222 - - 222
Insurance Reserve 383 - 116 499 - - 499
Emergency Planning Reserve - - - - - - -
Catastrophe Reserve = - - - - - -

Facing the Future / COVID-19 Reserve = - 355 355 (355) 200 200
Collection Fund Reserve - - - - - 3,788 3,788
Modernisation Challenge:

Smoothing Reserve 450 1,550 2,000 - - 2,000
Pensions Reserve - - - - - 55 55
Recruitment Reserve 3,000 - - 3,000 (1,000) - 2,000
Invest To Save Reserve 895 (463) 117 549 (267) - 282
Capital Investment:

Capital Investment Reserve 14,431 (11,324) 5,319 8,426 (2,172) 7,330 13,584
Emerging Technologies Reserve - - - - - - -
PFI Annuity Reserve 1,986 (2,221) 2,097 1,862 - 4 1,866

Equality and Accessibility Reserve - - - - . - -
Specific Projects:

Health & Safety Reserve 30 - 3 & - 41 74
Equipment Reserve 92 (14) 13 91 - 61 152
Community Engagement Reserve 24 (26) - 8 - - 8
Clothing Reserve 242 (264) 350 328 (303) - 25
Health & Wellbeing Reserve 35 (20) 5 20 - 5 25
Training Reserve 150 - - 150 - - 150
Inflation:

Inflation Reserve 700 - - 700 (200) - 500
Total 22,640 (14,322) 9,925 18,243 (4,297) 11,484 25,430

Ringfenced Reserves:

Princes Trust Reserve 39 (39) 82 82 - - 82
Community Risk Management Reserve 325 (@) - 318 (20) - 308
Energy Reserve 19 (83) 72 8 - 90 98
New Dimensions Reserve 41 - 75 116 - 48 164
Total 424 (129) 229 524 (10) 138 652
Total Committed Reserves 23,064 (14,451) 10,154 18,767 (4,307) 11,622 26,082
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Bellwin Reserve

This reserve is set aside for expenditure in exceptional circumstances, which is below the threshold for Central
Government assistance under the Bellwin scheme.

Insurance Reserve

Due to an Authority decision to increase self-insurance (particularly vehicle insurance), a reserve has been set up to
hedge against the risk of unidentified future claims. A specific provision is made for claims that have already been lodged.

Emergency Planning Reserve

This reserve was created due to the increased threat of terrorism and would give the Authority an immediate budget to
spend in an emergency. This reserve has been realigned with the Bellwin Reserve.

Catastrophe Reserve

This reserve was set up in light of any risk to the Authority and the need for resources to cope with any major or protracted
incidents. This reserve has been realigned with the Capital Investment Reserve.

Facing the Future / COVID-19 Reserve

This reserve was created from all grants received from Government for COVID-19 in order to alleviate financial pressures
on the service due to the effect of the pandemic. The balance as at 31 March 2021 will be used to ensure all Authority
premises are COVID-19 safe.

Collection Fund Reserve

The economic impact of Covid-19 during 2020/21 on retail and other businesses was significant. To help alleviate the
financial impact the Government announced new business rate reliefs, but this was after the Billing Authorities had
advised the Authority on the expected business rate income yield for 2020/21. This has resulted in a significant Collection
Fund deficit in 2021/22 that will need to be charged to the general fund account in that year. The level of council tax
collection in 2020/21 also fell below the level the Billing Authorities had assumed increasing the Collection Fund deficit in
2021/22. The Government announced a number of 2020/21 grants to offset the Collection Fund deficit, and the Collection
Fund Reserve has been established in 2020/21 to carry forward the Government grants into the 2021/22 General Fund
to cover the anticipated Collection Fund deficit charge.

Smoothing Reserve

This reserve is used to support the significant financial challenges that the Authority faces as public spending is reduced.
It is intended to smooth out expenditure patterns when savings take time to deliver and to help avoid firefighter
redundancies.

Pensions Reserve

This reserve was created to contribute towards the cost of any ill health retirements the Authority may have. The Authority
is required to contribute towards the pension costs when a firefighter retires on ill health over a three-year period. Also
due to recent changes in commutation factors for firefighters in terms of any backdated claims.

Recruitment Reserve

Over the next decade, almost two thirds of firefighters are expected to retire. In addition, it takes almost a year to train a
firefighter across the full range of competencies. In order to meet this challenge in a prudent and structured fashion a
reserve of £2m has been allocated to support staff recruitment to manage effective succession planning.

Invest To Save Reserve

Some reserves were realigned in the year to create a more generic reserve for schemes to invest in up front in order to
establish long-term savings.

Capital Investment Reserve

This reserve was created to contribute towards unforeseeable costs associated with large strategic capital schemes and
to provide a resource for future station merger schemes and the building of the Training and Development Academy.
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Emerging Technologies Reserve

This reserve has been created to invest in Information Technology within the Fire & Rescue Service. This reserve has
been realigned with the Capital Investment Reserve.

PFl Annuity Reserve

This reserve was created to account for the differences in PFI credits received from the Government and actual payments
to the PFI contractor.

Equality and Accessibility Reserve

Following a recent station access audit, the service needs to carry out some works to ensure all its property portfolio is
compliant with current regulations. This reserve has been realigned with the Capital Investment Reserve.

Health & Safety Reserve

Thi s reserve was created t o a sealtharndsafety ssuesinthb workpldce. s | nvest me

Equipment Reserve

This reserve was created to fund the purchase of equipment, furniture and small community based schemes.

Community Engagement Reserve

This reserve has been created for investment in fire related academic research.

Clothing Reserve

This reserve has been created for investment in fire clothing/boots/helmets.

Health & Wellbeing Reserve

To improve community health where it links to fire & rescue service outcomes and to exploit and maximise opportunities
and initiatives arising from the World Firefighter Games.

Training Reserve

This reserve has been created to allow additional resources and training for the additional costs required for emergency
services collaboration.

Inflation Reserve

To cope with variations in pay and price inflation compared to the rates assumed in the financial plan. This reserve would
provide short term funding for any excessive inflationary cost. It should be noted that assumptions on pay increases in
the budget are low (1%).

Ringfenced Reserves

The Authority has a number of ringfenced reserves for specific initiatives for which dedicated funding / resources have
been earmarked. These schemes often cover more than one financial year and therefore these reserves were created to
cover the planned spend over future years.
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9. Other Operating Expenditure

(1,763) | (Gains)/losses on the disposal of non-current assets (615)
(28,671) | Gain in relation to Government grant payable to Pension FundonAut hor i t yés behal f (27,099)
(30,434) | Total (27,714)

10. Financing and Investment Income and Expenditure

L= [

3,624 | Interest payable and similar charges 3,585
30,811 | Pensions interest cost 26,303
(1,958) | Expected return on pensions assets (1,913)

(301) | Interest receivable and similar income (199)

- | Other investment income -

32,176 | Total 27,776

11. Taxation and Non-Specific Grant Income

(29,182) | Council tax income (29,498)
(4,307) | National non-domestic rates (local share) (2,721)

- | National non-domestic rates pool -

(15,585) | National non-domestic rates top up grant (15,839)
(11,000) | Revenue support grant (11,178)

(700) | Capital grants and contributions (6,996)
(60,774) | Total (65,232)
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12. Property, Plant and Equipment

Movements in 2020/21:

Cost or valuation
At 1 April 2020 71,991 5,120 20,374 97,485 22,885
Additions 487 3,078 2,846 6,411 11
Donations = = o - -
Revaluation increases/(decreases) recognised in the revaluation (368) ) } (368) 89
reserve
Revaluation increases/(decreases) recognised in the surplus/deficit (5,513) ) } (5,513) )
on the provision of services
Derecognition i disposals - - (257) (257) -
Derecognition i other - - (660) (660) -
Assets reclassified (to)/from held for sale (584) - - (584) -
Other movements in cost or valuation 8,198 (8,198) - - -
At 31 March 2021 74,211 = 22,303 96,514 22,985
Accumulated depreciation and impairment
At 1 April 2020 - - (10,103) (10,103) -
Depreciation charge (1,867) - (2,367) (4,234) (582)
Depreciation written out to the revaluation reserve 1,867 - - 1,867 582
Depreciation written out to the surplus/deficit on the provision of ) ) ) ) )
services
Impairment losses/(reversals) recognised in the revaluation reserve - - - - -
Impairment losses/(reversals) recognised in surplus/deficit on the ) ) ) _ )
provision of services
Derecognition i disposals - - 232 232 -
Derecognition i other - - 660 660 -
-Assets reclassified (to)/from held for sale - - - - -
Other movements in depreciation and impairment - - - - -
At 31 March 2021 - - (11,578) (11,578) -
Net book value
At 31 March 2021 74,211 = 10,725 84,936 22,985
At 31 March 2020 71,991 5,120 10,271 87,382 22,885
Nature of asset holding
Owned 49,076 - 10,725 59,801 -
Finance lease 2,150 - - 2,150 -
PFI 22,985 - - 22,985 22,985
Total 74,211 - 10,725 84,936 22,985
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Property, Plant and Equipment

Comparative Movements in 2019/20:

Cost or valuation
At 1 April 2019 70,023 491 21,412 91,926 22,185
Additions 391 5,285 2,043 7,719 14
Donations - - - - -
Revaluation increases/(decreases) recognised in the revaluation 1,251 ) } 1,251 686
reserve
Revaluation increases/(decreases) recognised in the surplus/deficit ) ) } _ )
on the provision of services
Derecognition i disposals - - (21) (21) -
Derecognition i other - - (3,060) (3,060) -
Assets reclassified (to)/from held for sale (330) - - (330) -
Other movements in cost or valuation 656 (656) - - -
At 31 March 2020 71,991 5,120 20,374 97,485 22,885
Accumulated depreciation and impairment
At 1 April 2019 - - (10,931) (10,931) -
Depreciation charge (1,750) - (2,235) (3,985) (543)
Depreciation written out to the revaluation reserve 1,750 - - 1,750 543
Depreciation written out to the surplus/deficit on the provision of ) ) ) ) )
services
Impairment losses/(reversals) recognised in the revaluation reserve - - - - -
Impairment losses/(reversals) recognised in surplus/deficit on the ) ) ) _ )
provision of services
Derecognition i disposals - - 3 3 -
Derecognition i other - - 3,060 3,060 -
Assets reclassified (to)/from held for sale - - - - -
Other movements in depreciation and impairment - - - - -
At 31 March 2020 - - (10,103) (10,103) -
Net book value
At 31 March 2020 71,991 5,120 10,271 87,382 22,885
At 31 March 2019 70,023 491 10,481 80,995 22,185
Nature of asset holding
Owned 46,956 5,120 10,271 62,347 =
Finance lease 2,150 - - 2,150 -
PFI 22,885 - - 22,885 22,885
Total 71,991 5,120 10,271 87,382 22,885
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Depreciation
The following useful lives and depreciation rates have been used in the calculation of depreciation:

91 Buildings i Straight-line allocation over the remaining life of the property as estimated by the valuer. The
remaining life of the buildings range from 2 50 years. This is due to the station merger programme. Fire stations
are being depreciated over the remaining useful life in line with the forecast openings of new fire stations.

1 Vehicles, plant and equipment i straight-line allocation over the remaining useful life as estimated by a suitably
qualified officer. Vehicles are depreciated over 51 20 years and plant and equipment is depreciated over 31 25
years

1 Land i depreciation is not applied to land

1 No residual value is accounted for

Depreciation / Impairment Reconciliation 2020/21

The attached analysis gives a complete breakdown of all depreciation charges, impairments and reversal of prior
year impairments and revaluation losses.

Depreciation

Fixed assets 4,234 (4,234) 4,234 - - -
Intangible assets 356 (356) - 356 - -
Total 4,590 (4,590) 4,234 356 - -

Impairments & Revaluation Losses

(Gain)/loss on Assets Sold (90) 90 26 - (116) -
General impairments (L&B) - = o - - -

Revaluation losses (L&B New Build) 5,513 (5,513) 5,513 - - -

Total 5,423 (5,423) 5,539 - (116) -

Reversal of prior year

Impairments - o 5 - - -

Revaluation losses = - - - -

Total - - - - - -

Grand total 10,013  (10,013) 9,773 356 (116) -

Revaluations
Revaluation gain - - 1,499 - - (1,499)
Reversal of PY impairments - - s - - -

Reversal of PY revaluation gain - = o - - -

Net gain - - 1,499 - - (1,499)
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Capital Commitments

At 31st March 2021, the Authority had entered into a number of contracts for the construction or enhancement of
property, plant and equipment. The value of these commitments in 2021/22 and future years is £3.7m. Similar
commitments at 31st March 2020 were £5.0m. The commitments can be analysed as follows:

1 Building Schemes £0.7m
1 Equipment and ICT Schemes £0.9m
1 Vehicles £2.1m

£3.7m

Effects of Changes in Estimates

Formby LLAR House was put up for sale in 2019/20 and transferred to Assets Held for Sale.
1 Formby LLAR House £350,000

Various properties were sold in 2020/21:-

St Helens Fire Station £600,000
1 Eccleston Fire Station £705,000
£1,305,000

Revaluations

The Authority carries out a rolling programme that ensures all property, plant and equipment required to be measured at
current value is revalued at least every five years. All properties were valued by an external valuer (Dears Brack
Chartered Surveyors). Valuations of land and buildings are carried out in accordance with the methodologies and bases
for estimation set out in the professional standards of the Royal Institution of Chartered Surveyors. The last complete
property portfolio valuation was completed in March 2019 and became effective as at 31/03/2019. The Authority now
evaluates 20% of its land & buildings every year and updates its valuations based on use in line withv a | uassurdpdions.
Valuations of vehicles, plant, furniture and equipment are based on historical prices where there is an active second-hand
market or latest list prices adjusted for the condition of the asset.
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Componentisation

After consulting with the fire & rescue service valuers (Hardie Brack Chartered Surveyors) we have concluded that no
material changes to depreciation would be incurred by componentisation and that all components have a similar asset
life or their values are not material. All fire stations have been valued on a depreciated replacement cost basis as there
is no market value and the balance of property has been valued on a current value basis. All land and buildings were
revalued at 31 March 2019 and then 20% on a rolling 5-year basis, however the asset portfolio has been adjusted in line
with the rolling basis according to asset categories.

Carried at historical cost - - 10,725 10,725

Valued at Depreciated Replacement Cost (DRC) at:

31 March 2021 58,729 = = 58,729

Values at current value as at:

31 March 2021 15,482 - - 15,482

Total cost or valuation 74,211 - 10,725 84,936
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13. Intangible Assets

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

assets include purchased licenses only.

The movement on intangible asset balances during the year is as follows:

Balance at start of year:

A Gross carrying amounts 184 374

A Accumulated amortisation (74) (225)
Net carrying amount at start of year 110 149
Additions:

A Internal development - -

A Purchases 388 222

A Acquired through business combinations - -
Assets reclassified as held for sale S -
Other disposals - -
Revaluations increases or decreases - -
Impairment losses recognised or reversed directly in the revaluation reserve - -
Impairment losses recognised in the surplus/deficit on the provision of services - -
Reversals of past impairment losses written back to the surplus/deficit on the provision of services - -
Amortisation for the period (356) (261)
Other changes - -
Net carrying amount at end of year 142 110
Comprising:

A Gross carrying amounts 286 184

A Accumulated amortisation (144) (74)
Total 142 110
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14. Financial Instruments

Categories of Financial Instruments

The Au t h o finarcigl ilsdruments include financial assets (investments and receivables) and financial liabilities (trade
payables arising from day-to-day operations and borrowings). The main purposes of the A u t h o financigl ifstruments
are to raise finance to support the Author i t daydte-day operations (by investing surplus cash balances where
appropriate) and finance investment undertaken through the capital programme.

The following categories of financial instruments are carried on the Balance Sheet, were financial assets and liabilities
have been identified which do not meet the financial instrument criteria they have been included in non-financial
instruments for completeness.
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Financial assets

Investments at amortised - - 29,107 23,119
Cash & bank - - 5 3,075
Total investments - - 29,112 26,194
Debtors
Debtors at amortised cost - - 8,991 8,037
Non-financial instruments - - 16,652 6,422
Total included in debtors - - 25,643 14,459
Financial liabilities
Financial liabilities at amortised cost (PWLB) (33,885) (36,885) (3,000) (450)
Financial liabilities at amortised cost (LCC) - - (200) -
Bank overdraft - - (483) -
Total borrowings (33,885) (36,885) (3.683) (450)
Other long-term liabilities
Finance lease liabilities at amortised cost = = = =
PFI liabilities at amortised cost (16,858) (17,324) (466) (429)
Merseyside Residual Debt at amortised cost (162) (202) (41) (41)
Total other long-term liabilities (17,020) (17,526) (507) (470)
Creditors
Creditors at amortised cost - - (3,250) (3,126)
Non-financial instruments - - (13,201) (7,558)
PWLB interest carried at amortised cost - - (375) (381)
Total creditors - - (16,826) (11,065)
Total borrowing (50,905) (54,411) (21,016) (11,985)
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Income, Expense, Gains and Losses

The gains and losses recognised in the Comprehensive Income

instruments are made up as follows:

and Expenditure Statement in relation to financial

Net gains/losses on:

I Financial assets measured at fair value through
profit or loss

1 Financial assets measured at amortised cost

1 Investments in equity instruments designated at fair
value through other comprehensive income

Total net gains/losses

Interest revenue:

1  Financial assets measured at amortised cost (199) (301) -

1 Other financial assets measured at fair value _ ) ;
through other comprehensive income

Total interest revenue (199) (301) -

Interest expense: 3,585 3,624 =

Fee income:

T Financial assets or financial liabilities that are not at
fair value through profit or loss
1  Trust and other fiduciary activities

Total fee income

Fee expense:

bl Financial assets or financial liabilities that are not at
fair value through profit or loss
9  Trust and other fiduciary activities

Total fee expense

Fair Values of Assets and Liabilities

Financial liabilities and financial assets represented by loans and receivables and long-term debtors and creditors 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:

9 actual ranges of interest rates at 31t March 2021 of 4.25% to 11.125% for loans from the Public Works Loan

Board (PWLB)
1
1

value

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