SECTION 2
The Definition of Total

Cost

PARTNERSHIPS JOINT ARRANGEMENTS

2.246 Chapter nine of the Code recognises twothree types of joint venture-arrangement — joint
operations and joint venturesjointhy-controled-entitiesjointly-controHed-operations-andjointhy-
controlled-assets. Jeinthy-controled-entitiesJoint ventures are consolidated into the Group
Accounts, with the investment in the entity accounted for in the single entity accounts at cost or
valuation. Where the arrangement is classified as a joint venture, consolidation should be
accounted for using the equity method as described by 1AS 28 (as amended in 2011). Joint
ventures are therefore excluded from the total cost of local authority services and are not

considered for the purposes of SeRCOP. Fhe-single-entity-accounts-wit-inelude-transactions-
between-the-autherity-and-the-jeinthycontroHed-entity—Authorities will atse-need to account for
their share of jeinthycentrolledjoint operations andjointly-contrelled-assets-in their single entity

accounts, in accordance with chapter nine of the Code. Further detailed gquidance on accounting
for joint arrangements (ie joint operations and joint ventures) is provided in the ‘Accounting for
Collaboration in Local Government including the Group Accounts Workbook® paragraphs-
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notgiverise-to-anentity. Revenue and expenditureGests attributable to joint operations i
partnerships-are-recognised for total cost purposes within the Net Cost Surplus-er-Deficit-on-the-
Prewvisten-of Services of the authority and allocated to service headings to the same extent that
expenditure, income or other contributions are recognised as relating to services’ expenditure in
those same accounts within the Code. Where the activities of joint operations cannot be identified
to service headings, a separate line or lines describing the activity should be included alongside
the SEA services.

2.268 Where the-an authority is the lead authority in an arrangement with other entities or local
authorities (which may not be classified as a joint operation)in-substance-exercises-control-overa-




relevant-partnership, the gross total cost of the service(s) concerned includes all the authority’s
expenditure, whether by way of contribution or otherwise, which relates to that
arrangementpartrership.  Contributions received from other parties will be included as income.





































2.3027 The requirements for preparing total cost figures for group accounting are set out in paragraph 2.
4946 below.

DEFINITION OF TOTAL COST FOR GROUP ACCOUNTS

2.4946 Many authorities have interests in companies and other entities that will need to be encompassed
in arrangements for financial reporting, particularly group accounts in the Statement of Accounts.



In order to bring financial information from different entities together effectively, variations are
required from the accounting policies that would normally be applied by local authorities. The
principle of total cost remains applicable to group reporting, so that authorities should follow the
principles set out in paragraphs 2.10 to 2.235 for the purposes of establishing total cost for the
financial reporting of group activity, but with the following differences:

Where the activities of a subsidiary {erajointly-contrelled-entity-consolidated-usingproportional-
conselidation)-can be identified to service headings, gross total cost for services should include

any impairment of goodwill that arose on the acquisition of an interest in a subsidiary (or
jointly controlled entity consolidated using proportional consolidation). Where this is not
possible, impairment of goodwill should be presented as a separate line in net expenditure of
continuing operations.

Where the activities of a subsidiary {(er-ajeinthycontroHed-entity-consolidated-usingpropertional
eenselidatien)-can be identified to service headings, the operating results of subsidiaries should

be allocated or apportioned as income and expenditure to the group total cost of the services-s-

accordance-with-the-other-prineiples-of this-paragraph. Where this is not possible, a separate

line or lines describing the activity should be included alongside the SEA services.




understandable-to-readers-of-the-accounts:

Transactions between the authority and its subsidiaries {anrd-jointhy-controted-entitiesconsolidated
using-proportional-conselidation} should be eliminated from the group income and expenditure

included in total cost.




Where transactions between the authority and its subsidiaries, associates and joint ventures have
resulted in unrealised profits on the disposal of non-currentfixed assets, the unrealised profits
should be eliminated from group total cost.




Apart from any unrealised profits covered by the previous item, no adjustment should be made for
associates and joint ventures consolidated using the equity method to total cost figures for
services. The authority’s share of the operating profits of associates and joint ventures is
shown as a separate line in the Surplus or Deficit on the Provision Net-Cest-of Services (ie
below the net cost of services line).







