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Narrative Report

Introduction

Welcome to the Hartlepool Development Corporation's Annual Statement of Accounts for
2025/26. The Statement of Accounts contains all the financial statements and disclosure
notes required by statute. The statements have been prepared in accordance with the
requirements of the Chartered Institute of Public Finance and Accountancy (CIPFA).

This narrative report aims to provide information to give members of the public, members of
Tees Valley’s constituent Local Authorities, partners, stakeholders and other interested
parties a full and understandable explanation of the overarching financial position of the
Hartlepool Development Corporation and the results for 2025/26.

The Hartlepool Development Corporation (HDC) is a Mayoral Development Corporation
established by the Tees Valley Mayor under powers first laid out in the Localism Act 2011 and
then extended to the region in 2015’s Tees Valley Devolution Agreement with Government.
Along with the region’s other Development Corporations — Middlesbrough Development
Corporation (MDC) and South Tees Development Corporation (STDC) — and Teesside
International Airport, HDC forms part of Tees Valley Combined Authority Group.

Organisational Overview & External Environment

In May 2022, it was announced that, following negotiations between the Tees Valley Mayor
and leader of Hartlepool Borough Council, a Development Corporation would be sought to be
established in the town. Following engagement with statutory consultees and all other
interested parties, this was subsequently confirmed into statute on 27 February 2023.
Planning powers were conferred on to the Development Corporation on 1 June 2023.

The Hartlepool Development Corporation provides an opportunity to accelerate regeneration,
influence government policy and leverage private investment to deliver a step change in the
local economy and create jobs. The masterplan supports the transformation of Hartlepool,
making it a place to be proud of. A truly 21st-century maritime town, full of opportunity, where
its people live healthy, successful and prosperous lives, where their aspiration can be
limitless. It supports world-class skills and educational opportunities, encouraging and
providing resources for business to invest, grow and thrive.
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The HDC covers Oakesway Business Park, Queens Meadow Business Park, retail and leisure
land - including Mill House Leisure Centre and Middleton Grange Shopping Centre, with
public realm and civic buildings.

Its vision for the town is “Imaginative, Creative & Ambitious, a 21st-Century maritime town”. In
delivering this, it aims to create 2,400 new and high-quality jobs; 1,300 quality town centre
homes; shape a thriving maritime economy centred around the waterfront; and develop a
thriving SME start-up and Screen Industries cluster around the town’s Northern TV and Film
Studios.

The full HDC masterplan can be found at https://teesvalley-ca.gov.uk/about/wp-
content/uploads/sites/2/2024/08/TV_Hartelpool-MDC-Report-reduced.pdf

Governance and Transparency

For the purposes of accounting for the year 2025/26, HDC is part of the Tees Valley
Combined Authority (TVCA) Group but retains its own separate Board and Planning
Committee and Audit and Governance Committee, with members drawn from both the public
and private sectors. The HDC Constitution ensures alignment with the wider objectives of
TVCA.

While the Hartlepool Development Corporation is the Planning Authority responsible for
determining planning applications within its area, Hartlepool Borough Council retains the
responsibility for preparing and maintaining a Local Plan or Development Plan. The policies
within the relevant Local Plans are the basis for making decisions on planning applications in
the Mayoral Development Areas.

To further enhance governance and transparency of the HDC, its own Audit and Governance
Committee was established in November 2024, comprised of independent members and a
representative from TVCA's statutory Audit and Governance Committee. Throughout 2025/26,
it has proved difficult to secure and retain members of this committee, with the appropriate
level of time and expertise needed for quoracy and sufficient oversight of the HDC Board.
This is being addressed as a priority and pro-active recruitment for committee membership
remains ongoing.

From 31 March 2025, a Chief Operating Officer was appointed to oversee the Hartlepool and
Middlesbrough Development Corporations following recommendations made by the Tees
Valley Review. The individual vacated their post in February 2026, and TVCAs Senior
Leadership Team oversight of the Development Corporations now sits under the
responsibilities of TVCAs Director of Infrastructure, who also acts as the Head of Planning for
both DCs.

Additionally, Tees Valley Mayor Ben Houchen stepped down as Chair of the Development
Corporation Boards after TVCAs Annual General Meeting and Cabinet in June 2025, after
further guidance on Mayoral Development Corporations was issued by Government on 3 April
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2025. It is now chaired by the former leader of Hartlepool Borough Council, Pamela
Hargreaves, in an independent capacity.

A more detailed overview of HDC’s governance arrangements is presented within its
Constitution, which can be found here - https://teesvalley-ca.gov.uk/about/wp-
content/uploads/sites/2/2024/01/HDC-Constitution.pdf and in the Annual Governance
Statement here - https://teesvalley-ca.gov.uk/about/hartlepool-development-
corporation/hartlepool-development-corporation-accounts/

Tees Valley Best Value Notice and Continued Improvement

On 3 April 2025, the Ministry of Housing, Communities and Local Government issued Tees
Valley Combined Authority with a non-statutory Best Value Notice.

This followed the Tees Valley Review, which concluded in 2024 and gave 28
recommendations to TVCA, STDC, Government and Local Authorities — predominantly
focused on Governance, Transparency and Resources. As functions of the Development
Corporations - including Finance and Resources, Legal, Governance and Marketing and
Communications — are overseen by teams at TVCA, many of these recommendations and
subsequent comments were also relevant to the operation of HDC.

On 27 September 2024, TVCA responded to Government with a list of actions to address
these recommendations. Prior to receiving the Report, TVCA had already commenced its
continuous improvement journey.

A non-statutory Best Value Notice is used by Government to set expectations for, and to
monitor, the continued improvement of TVCA as the organisation carries out this work.

A draft Organisational Improvement Plan and associated Action Plan was developed with —
and endorsed by — TVCA’s statutory committees, associated boards, constituent Local
Authorities, staff and other stakeholders. The ongoing Improvement and action plan also
includes actions in relation to external auditor statutory recommendations, raised by HDC’s
External Auditor (EY) in a letter received in April 2025. These included concerns and
recommendations around capacity and competence within the organisation and which are
addressed in the “Use of Resources” section of the plan. The plans, and their submission to
Government, were approved by TVCA Cabinet on Friday, 27 June 2025. Papers for this
meeting can be found here. The plans were officially submitted to Government following
Cabinet approval on Friday, 27 June 2025.

More information, including the Organisational Improvement Plan and Action Plan are now
publicly available, alongside the submission letter sent from TVCA to Government:

e TVCA Submission Letter
¢ Organisational Improvement Plan
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e Action Plan
e Improvement Plan Updates

2025/26 Performance Overview

The financial year 2025/26 represents HDC'’s third full year of operation. In 2023, a
masterplan and design code to give direction to the efforts of its development were
approved.

HDC took over control of Middleton Grange Shopping Centre in December 2023, with the aim
of improving the centre, increasing footfall, supporting existing businesses and attracting new
ones. Work continued throughout the 2025/26 financial year, with structural repair work
advancing and new signage installed.

Local marketing firm Cool Blue was appointed to oversee the marketing provision for the
shopping centre in 2024. Throughout 2025 it undertook a brand refresh, facilitated a number
of seasonal events at Halloween, Christmas, Easter and summer, considerably increased
social media engagement and email marketing subscribers, which was central to cement
tenant relations with joined-up campaigns and ultimately helped to drive increased year-on-
year footfall at MGSC at key periods. In February 2026 it was agreed to bring this function in-
house and it is now led by the TVCA Marketing and Communications team.

In December 2025, HDC’s contract with Jones Lang LaSalle (JLL) to provide asset
management services expired. A procurement process was undertaken with Black Cat Asset
Management (BCAM) appointed. BCAM has local and national experience of retail asset
management, overseeing Stockton’s Wellington Square in Tees Valley alongside Charter Work
Shopping Centre in Burnley and Eagles Meadow in Wrexham. It has been tasked with
developing a short-term improvement plan for Middleton Grange, alongside longer-term
options for the centre.

Work is actively underway to develop a comprehensive masterplan for Middleton Grange and
its surrounding area. Once this is complete and a formal development strategy is in place, we
anticipate future investment and regeneration activity that will support value recovery and
deliver significant economic and social benefits for the town and the wider region. The
Combined Authority continues to view this acquisition as a long-term investment aligned with
our place-shaping priorities working closely with the Hartlepool Development Corporation.

HDC had previously approved proposals for a £120 million mixed 650-home development at
several key brownfield sites along Hartlepool Waterfront, to be delivered by property
developer and landowner Jomast. Existing planning permission for several of these locations
was confirmed in August 2024, with work beginning at three of the seven planned locations in
April 2025 and work continued to progress throughout the 2025/26 financial year.
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At TVCA Cabinet on 28 March 2025, the Tees Valley Investment Zone was accepted into the
TVCA Investment Plan as a named programme with a confirmed allocation of £80million for
the first five years.

This includes a £15million indicative allocation to support the expansion of the Northern
Studios to support creative industries growth. This aligns directly with the aim of the HDC
Masterplan to create a TV and film “Production Village” based around the studios. Further
funding has been agreed to tackle crime and improve safety and to fund the technical skills
and capacity to deliver efficient planning services within the IZ cluster areas — again, aligned
with the aims of the HDC.

HDC has worked alongside Hartlepool Borough Council, North East Screen and the Northern
School of Art to commence due diligence and scoping on the creation of the Production
Village. In September 2025, planning permission was granted for the development, which is
being delivered in collaboration with industry specialists Leonard Design, Stace and TIME +
SPACE.

The HDC Planning Board continued to deliver transparent and accountable decision making,
publishing papers and determining planning applications in accordance with its Scheme of
Delegation. During the period 1 April 2025 to 31 March 2026, 47 applications were received,
50 applications were decided and 23 pre-application enquiries were received.

Throughout this period, HDC also undertook a review of its strategic priorities, which remains
ongoing.

Looking Ahead

Since its establishment in 2023, the Hartlepool Development Corporation has advanced
regeneration frameworks, progressed site assembly, secured planning permissions, and
engaged with development partners to accelerate town centre renewal.

Regeneration in Hartlepool town centre remains a strategic priority for the Tees Valley Mayor,
but it is important to ensure that delivery structures are aligned with the evolving devolution
framework and current fiscal realities while protecting long-term place-based ambitions.

As a result, the Mayor announced a review into both the Hartlepool and Middlesbrough
Development Corporations at a TVCA Cabinet meeting on 20 March 2026. The review is
taking place in five principal stages:

o Vision and Objective Setting — work with partners to review and confirm up-to-
date objectives for regeneration within the two DC areas within the current
financial, policy and commercial landscape.
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o Options Appraisal — consider options going forward for the two MDCs and assess
these against a robust methodology in line with Government’s Green Book, based
on a series of critical success factors covering scope, funding, viability,
deliverability and implementation — to identify a preferred way forward.

o Consultation — consult with key stakeholders and partners on the findings of the
review and to test the preferred way forward.

o Decision Making — communicate outcome with partners and stakeholders
including TVCA Cabinet and the two MDC Boards.

° Implementation — Develop and implement a plan for making any necessary
changes, including setting out the short and long-term financial viability of the
preferred way forward.

The review is ongoing and the decision-making stage is expected to conclude in the summer,
with implementation of the preferred way forward starting immediately afterward. A key
consideration is developing a plan for each of the assets currently held by the DCs, which for
HDC is Middleton Grange Shopping Centre.

Further details can be found in the Cabinet Papers here - https://teesvalley-
ca.gov.uk/about/wp-content/uploads/sites/2/2026/03/TVCA-Cabinet-Agenda-Papers-20th-
March-2026.pdf

Financial Performance

In July 2022, TVCA Cabinet approved an allocation of £10m to HDC in the TVCA Investment
Plan, to support the Development Corporation and £10m from within the Town Centre
Accessibility Investment package for spend on eligible transport projects within the DC area.

Full details will be available in the draft Revenue and Capital Outturn 2025/26 report due to
be presented to the Corporation’s Board on 14 July 2026 and will then be included in the final
accounts.

Financial Risks & Sustainability

In setting the budget for the forthcoming financial year 2026/27, the remaining element of the
£10m grant will be fully utilised. In addition, the Middlesbrough Development Corporation
Board delegated authority to the Chief Executive of the Development Corporation to consider
any residual funding, which means that any residual grant, allocated to Middlesbrough
Development Corporation, not utilised in 2026/27 can be re-allocated to be used by HDC.
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It will important that the Strategic Review identifies how the Corporation will be financially
sustainable beyond 2026/27 including having sufficient resources to invest in the assets
owned by the Corporation and to ensure that the Middleton Grange Shopping Centre requires
no further financial support by the Corporation.

Key risks

HDC manages a live risk register that is overseen by senior officers and the Board. The risk
management approach is consistent with the approach applied by TVCA.

Explanation of Accounting Statements

The Statement of Accounts sets out the HDC’s income and expenditure for the year, and its
financial position at 31 March 2026. It comprises core statements, together with disclosure
notes. The format and content of the financial statements are prescribed by the CIPFA Code
of Practice on Local Authority Accounting in the United Kingdom 2025/26, which in turn is
underpinned by International Financial Reporting Standards.

The Core Statements are:

e The Comprehensive Income and Expenditure Statement - records HDC's income and
expenditure for the year. The top half of the statement provides an analysis by service
area. The bottom half of the statement deals with corporate transactions and funding.

e The Movement in Reserves Statement is a summary of the changes to HDC'’s s reserves
over the course of the year. Reserves are divided into “usable”, which can be invested in
capital projects or service improvements, and “unusable” which must be set aside for
specific legal or accounting purposes.

e The Balance Sheet is a summary of HDC'’s assets, liabilities, cash balances and reserves at
the year-end date.

e The Cash Flow Statement shows the reason for changes in HDC’s cash balances during
the year, and whether that change is due to operating activities, new investment, or
financing activities (such as repayment of borrowing and other long-term liabilities).

e The Notes to these financial statements provide further detail about HDC’s accounting
policies and individual transactions.

« A Glossary of key terms can be found at the end of this publication.

The prior year accounts for 2023/24 and 2024/25 remain open and have not yet been subject
to an external auditor opinion. Revised accounts for those years have been prepared but
there may be further matters that arise from the conclusion of the audits. Should any
additional material adjustments be required to the prior year accounts, these may impact on
the opening balances for 2025/26. Any required adjustments will be included in the final
accounts for 2025/26.
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Statement of Responsibilities for the Statement of
Accounts

The Corporation's Responsibilities
The Hartlepool Development Corporation is required to:

« make arrangements for the proper administration of its financial affairs and to secure that one of its
officers has the responsibility for the administration of those affairs. In this entity, that officer is the
Chief Financial Officer;

* manage its affairs to secure economic, efficient and effective use of resources and safeguard its
assets;

« approve the Annual Financial Statements by the date specified by the Secretary of State.

The Chief Financial Officer's Responsibilities

The Chief Financial Officer is responsible for the preparation of the Group’s Annual Financial
Statements in accordance with proper practice as set out in the CIPFA/LASAAC Code of Practice on
Local Authority Accounting in Great Britain (the Code of Practice).

In preparing this Statement of Accounts, the Chief Financial Officer has:

+ selected suitable accounting policies and applied them consistently.
* made judgements and estimates that were reasonable and prudent.
+ complied with the Local Authority Code of Practice.

The Chief Financial Officer has also:

+ kept proper accounting records which were up to date; and
« taken reasonable steps for the prevention and detection of fraud and other irregularities.

Certification of the accounts by the Chief Financial Officer

In accordance with the requirements of the Accounts and Audit Regulations 2015, | certify that by
signing this statement the draft Annual Financial Statements give a true and fair view of the financial
position of Hartlepool Development Corporation Accounts at the accounting date and its income and
expenditure for the year ended 31 March 2026.

(
L
)\ YOQx,

Jo Moore
Interim Group Director of Finance & Resources

Date: 30/06/2026
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Comprehensive Income and Expenditure Statement

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

2024/25
Expenditure Income Net

£000s £000s £000s
3,513 (3,574) (61)
767 (176) 591
4,280 (3,750) 530
0 0
- (607) (607)
4,280 (4,357) (77)
(77)
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Core Running Costs

Development Costs
Cost Of Services

Taxation and Non-
Specific Grant Income:

Interest receivable

Capital grants and
contributions

(Surplus) or Deficit on
Provision of Services

Other Comprehensive
Income and Expenditure

Total Comprehensive
Income and Expenditure

Note 2025/26
Expenditure Income Net

£000s £000s £000s
3,991 (2,338) 1,654
31 (20) 1"
4,022 (2,358) 1,665
(4) 4
- (1,341) (1,341)
4,022 (3,702) 320

7,8

320

1
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Movement in Reserves Statement

This statement shows the movement in the year on the different reserves held by the Corporation, analysed
into 'usable reserves' (i.e. those that can be applied to fund expenditure) and other reserves. The Surplus or
Deficit on the Comprehensive Income and Expenditure line shows the true economic cost of providing the
Corporation’s services, more details of which are shown in the Comprehensive Income and Expenditure

Statement.

Movement in reserves during 2025/26

Balance brought forward

Total Comprehensive Income and Expenditure

Adjustments between accounting basis & funding

basis under regulations (Note 9)

Increase/Decrease in Year

Balance at 31 March 2026 carried forward

Movement in reserves during 2024/25

Balance brought forward

Total Comprehensive Income and Expenditure

Adjustments between accounting basis &
funding basis under regulations (Note 9)

Increase/Decrease in Year

Balance at 31 March 2025 carried forward

TEES
URLLEY

2 - c
— o o = o0 _g 0
oo g2 T25 22 58S
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- pe)
° (14 < o e (4
£000s £000s £000s £000s £000s
(350) (350) 0 0 (349)
320 320 0 0 320
0 0 (0) (0) 0
320 320 (0) (0) 320
(30) (30) 0 0 (29)
2 c () 5
= @ ) _c . 20 ow
528 32 SES g2 TEe
c S5 ® =T} QG 8 0N o 200
S8 59 G222 23 Ll
© o L 2= S S
[t (&)
£000s £000s £000s £000s £000s
(272) (272) 0 0 (272)
(77) (77) 0 0 (77)
(0) (0) 0 0 0
(78) (78) 0 0 (77)
(350) (350) 0 0 (349)
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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

HDC. The net assets of the Corporation (assets less liabilities) are matched by the reserves held by the
Corporation. Reserves are reported in two categories. The first category of reserves are usable reserves,
i.e. those reserves that the Corporation may use to provide services, subject to the need to maintain a
prudent level of reserves and any statutory limitations on their use. The second category of reserves are
those that the Corporation are not able to use to provide services. This category of reserves includes
reserves that hold unrealised gains and losses and reserves that hold timing differences shown in the
Movement in Reserves Statement line “Adjustments between accounting basis and funding basis under

regulations”.

Non-current assets
Investment Properties
Total non-current assets
Current assets

Debtors

Cash and Cash Equivalents
Total current assets
Current liabilities

Short Term Creditors

Total current liabilities

Net Assets:

Reserves

Usable reserves:

General Fund Balance
Unusable Reserves:
Capital Adjustment Account

Total Reserves:

TEES
URLLEY

Note

10
11

12

31 March 2026

31 March 2025

£000s £000s
0 0
0 0
1,225 2,155
667 352
1,892 2,507
(1,865) (2,160)
(1,865) (2,160)
28 347
(28) (347)
0 0
(28) (347)

13



Hartlepool
Development
Corporation

Cash Flow Statement

The Cash Flow Statement shows the changes in cash and cash equivalents of HDC during the reporting period. The
statement shows how the Corporation 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 Corporation are funded by way contributions and grant income or
from the recipients of services provided. Investing activities represent the extent to which cash outflows have been made
for resources which are intended to contribute to the Corporation’s future service delivery. Cash flows arising from
financing activities are useful in predicting claims on future cash flows by providers of capital (i.e. borrowing) to the

Corporation.

Net (surplus) or deficit on the provision of services

Adjustments to net surplus or deficit on the provision of services

for non-cash movements:

Interest receivable

Increase/(Decrease) in Revenue Debtors
(Increase)/Decrease in Revenue Creditors

Adjustments for items included in the net surplus or deficit on
the provision of services that are investing and financing
activities:

Capital Grants credited to surplus or deficit on the provision of
services

Net cashflow from operating activities

Investing activities

Purchase of property, plant and equipment, investment property and
intangibles

REFCUS

Other receipts from investing activities

Net cashflow from investing activities

Net (increase) or decrease in cash and cash equivalents

Cash and cash equivalents at the start of the reporting period

Cash and cash equivalents at the end of the reporting period

TEES
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2025/26 2024/25
£000s £000s

320 (77

4
(930) 1,291
295 (1,413)
(631) (122)
(964) 0
(964) 0
(1,276) (199)
356 0

608
4) 0
961 0
(315) (199)
(354) (155)
(669) (354)
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Notes to the Accounting Statements

1 General Principles

The statement of accounts summarises the Corporation’s transactions for the 2023/24 financial year and its
position at the year-end of 31 March 2024. The Corporation is required to prepare an annual statement of
accounts by the Accounts and Audit Regulations 2015 which those Regulations require to be prepared in
accordance with proper accounting practices. These practices under Section 21 of the Local Government Act
2003 primarily comprise the Code of Practice on Local Authority Accounting in the United Kingdom 2023/24,
supported by International Financial Reporting Standards (IFRS) and statutory guidance issued under Section
12 of the Local Government Act 2003.

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

2 Accounting Standards issued but have not yet been adopted.

At the balance sheet date the following new standards and amendments to existing

standards have been published but not yet adopted by the Code of Practice of Local Authority Accounting in

the United Kingdom:

The standards below have been issued and will be adopted in the 2025-26 Code of Practice:

¢ Amendments to FRS 102 The Financial Reporting Standard applicable in the UK and Republic of
Ireland (Amendments to Heritage assets) issued in March 2024

¢ Amendments to the Classification and Measurement of Financial Instruments (Amendments to IFRS 9
and IFRS 7) issued in May 2024

e Annual improvements to IFRS accounting standards — Volume 11 issued in July 2024

e Contracts Referencing Nature-dependent Electricity (Amendments to IFRS 9 and IFRS 7) issued in
December 2024.

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

3 Critical judgements in applying accounting policies.

In applying its accounting policies, the Corporation has had to make certain judgements about complex
transactions or those involving uncertainty about future events.

There are no critical judgements for the Corporation as a single entity.
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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 HDC 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.

The items in HDC's Balance Sheet at 31 March 2026 for which there is a significant risk of material adjustment
in the forthcoming financial year are as follows:

e Plant, Property and Equipment: Valuations are carried out on a regular basis, meaning that there is
a possibility of material changes in value between valuations. The risk is minimised by annual
valuations of all significant assets and annual reviews of market conditions for all asset categories to
ensure that the fair value of assets as at the 31 March are not materially misstated. See note 6 for full
details.

5 Events after the Reporting Period

Events taking place 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 Accounts are authorised for issue. Two
types of events can be identified:

e Those that provide evidence of conditions that existed at 31 March 2026 — the Accounts are adjusted

to reflect such events.

e Those that are indicative of conditions that arose after the 31 March 2026 — the Accounts are not
adjusted to reflect such events, but where a category of events would have a material effect, disclosure
is made of the nature of the event and their estimated financial effect.

No such events have been identified.

6 Expenditure and Funding Analysis

The Expenditure and Funding Analysis shows how annual expenditure is used and funded from resources in
comparison with those resources consumed or earned, in accordance with generally accepted accounting
practices. It also shows how this expenditure is allocated for decision making purposes between the Group’s
directorates/services/departments. Income and expenditure accounted for under generally accepted
accounting practices is presented more fully in the Comprehensive Income and Expenditure Statement.
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Net
Expenditure Net
in the Adjustments Expenditure
Comprehensive between the Chargeable
Income and Funding and to the
Expenditure Accounting General
2025/26 Statement Basis Fund
£000s £000s £000s
Core Running Costs 1,654 0 1,654
Development Costs 11 0 11
Net Cost Of Services 1,665 0 1,665
Other Income and Expenditure (1,345) 0 (1,345)
(Surplus) or Deficit 320 0 320
Opening General Fund Balance at 1 April (350)
Less/Plus (Surplus) or Deficit 320
Closing General Fund Balance at 31 March (30)
Net
Expenditure Net
in the Adjustments Expenditure
Comprehensive between the Chargeable
Income and Funding and to the
Expenditure Accounting General
2024/25 Statement Basis Fund
£000s £000s £000s
Core Running Costs (61) 0 (61)
Development Costs 591 0 591
Net Cost Of Services 530 0 530
Other Income and Expenditure (607) 0 (607)
(Surplus) or Deficit (77) 0 (77)
Opening General Fund Balance at 1 April (272)
Less/Plus (Surplus) or Deficit (77)
Closing General Fund Balance at 31 March (350)
7 Expenditure and Income Analysed By Nature
2025/26 2024/25
£000s £000s
Expenditure
Employee benefits expenses 226 126
Impairment of non-current assets 356 0
Other services expenses 3,436 4,154
Total Expenditure 4,018 4,280
Income
Fees, charges and other service income (86) (2,620)
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Interest receivable

Rental income

Government grants and contributions
Total Income

(Surplus) or Deficit on the Provision of

Services

Development
Corporation

2025/26 2024/25
£000s £000s
(4)
(2,268) -
(1,341) (1,737)
(3,698) (4,357)
320 (77)

8 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 Corporation in the year in accordance with proper accounting practice to arrive at the resources that
are specified by statutory provisions as being available to the Corporation to meet future capital and revenue

expenditure.

2025/26

Adjustments involving the Capital
Adjustment Account

Impairment of non-current assets

REFCUS

Grants and contributions unapplied
credited to CIES

2024/25

Adjustments involving the Capital
Adjustment Account

Impairment of non-current assets

Grants and contributions unapplied
credited to CIES

TEES
URLLEY

General Fund Total Usable Total Unusable  Total
Balance Reserves Reserves reserves
£000s £000s £000s £000s
356 (356) 356 0
608 (608) 608 0
(964) 964 (964) 0
0 0 0 0
General Fund Total Usable Total Unusable  Total
Balance Reserves Reserves reserves
£000s £000s £000s £000s
0 0 (0) 0
(0) (0) 0 0
0 0 0 0
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9. Plant, Property and Equipment

Land & Buildings

2025/26 2024/25
£000s £000s
Cost
As at 1 April 2025 - -
Additions 356
Impairment (356) 0)
0 0
Depreciation
As at 1 April 2025 0 0
Charge for year 0 0
0 0
Net book value at 31 March 2026 0 0

Basis of Classification

Land and buildings are initially recognised at cost. Freehold land is subsequently carried at the revalued
amount less accumulated impairment losses. Buildings and leasehold land are subsequently carried at the
revalued amounts less accumulated depreciation and accumulated impairment losses. Land and buildings are
revalued by external independent professional valuers on a regular basis in line with the Code and whenever
their carrying amounts are likely to differ materially from their revalued amounts. When an asset is revalued,
any accumulated depreciation at the date of revaluation is eliminated against the gross carrying amount of the
asset. The net amount is then restated to the revalued amount of the asset.

The Middleton Grange shopping centre was impaired to £0m in 2024/25, as a result of the identification of
serious defects in the brickwork for areas of the site. This will require the Corporation to incur significant
expenditure in excess of the current use value of the site.

10 Capital Adjustment Account

2025/26 2024/25
£000s £000s

Balance at 1 April 0 0
Reversal of items relating to capital expenditure debited or
credited to the Comprehensive Income and Expenditure
Statement:
Impairment of non-current Assets 356 0
Revenue expenditure funded from capital under statute 0 607
Capital grants and contributions credited to the Comprehensive
Income and Expenditure Statement that have been applied to (356) (607)
capital financing
Balance at 31 March (0) (0)
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11 Capital Expenditure and Financing

The total amount of capital expenditure incurred in the year by HDC is shown in the table below together with
the resources that have been used to finance it. Where capital expenditure is to be financed in future years
by charges to revenue as assets are used by the Corporation, the expenditure results in an increase in the
Capital Financing Requirement (CFR), a measure of the capital expenditure incurred historically by the
Corporation that has yet to be financed. The CFR is analysed in the bottom part of this note.

31 March 31 March

2026 2025
£000s £000s
Opening Capital Financing Requirement
Capital investment
Property, Plant & Equipment 356 0
REFCUS 0 607
Sources of Finance
Government grants and other contributions (356) (607)
Closing Capital Financing Requirement 0 0

12 HDC Members’ Allowances

HDC is part of the Tees Valley Combined Authority (TVCA) Group but retains its own separate Board and
governance committees with members drawn from both the public and private sectors. None of these members
are paid any remuneration by either HDC nor the TVCA Group. Expenses claimed in 2025/26 for travel costs
amounted to Nil (2024/25 £nil).

The Mayor and his associated remuneration is reflected in the accounts of TVCA.

13 Debtors

31 March 31 March

2026 2025

£000s £000s
Trade receivables 0 0
Prepayments 0 0
Other entities and individuals 1,225 2,155
1,225 2,155
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14 Cash and Cash Equivalents

31 March 31 March

2026 2025
£000s £000s
Bank and Imprests 667 353
Cash Equivalents 0 0
667 353
15 Short Term Creditors
31 31
March March
2026 2025
£000s £000s
Trade payables 0 0
Receipts in Advance 0 0
Other entities and individuals (1,865) (2,160)
(1,865) (2,160)

16 Related Party Transactions

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

Central Government

Central government has effective control over the general operations of Corporation — it is responsible for
providing the statutory framework within which they operate, provides the majority of its funding in the form of
grants (via TVCA) and prescribes the terms of many of the transactions that they have with other parties.
Grants received from government departments are set out in the subjective analysis in Note 20,

Senior Officers

The Corporation's senior managers may influence financial and operating policies through the professional
advice to elected Members and through the management decisions they make under delegated powers. Such
officers are subject to the Corporation's Employee Code of Conduct and professional bodies' standards. There
are no related party transactions between the Corporation and its senior managers that require disclosure in
2025/26 (none in 2024/25).

Related Parties

Hartlepool Development Corporation was established by Tees Valley Combined Authority (TVCA) and is part of their
overall group structure. Tees Valley Combined Authority Cabinet members are leaders from the constituent local
authorities and therefore these organisations are classed as related parties to HDC.

TVCA act as agent for HDC, and all HDC income and expenditure are processed by TVCA. The only transactions
directly between TVCA and HDC are re-imbursement of support costs.
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17 Grant income

The Corporation credited the following grants, contributions and donations to the Comprehensive Income and
Expenditure Statement in 2025/26.

2025/26 2024/25
£000s £000s
Credited to Taxation and Non-Specific Grant Income
Capital Grants (1,341) (607)
Total (1,341) (607)
Credited to Services
Development costs 0) (149)
Core running costs (0) (401)
(0) (550)
Total (1341) (1,157)
18 Audit Fees

The Corporation’s external auditors are appointed through Public Sector Audit Appointments Limited (PSAA),
who also agree the fees to be charged by the auditor.

2025/26 2024/25
£000 £000

Fees payable for external audit services 98 95

19 Leases

As Lessor

Finance leases

The Corporation does not hold any Finance leases.
Operating leases

The Corporation holds leases for retail units operating within the Middleton Grange Shopping Centre. The
Corporation as lessor, and the Lessees, hold these leases with a notice to vacate period of less than a year.

Currently the annual rentals from occupiers are £2.2m (2024/25 £2.2m)

As Lessee

Finance leases
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The Corporation leases the Middleton Grange Shopping Centre. No lease costs are deemed payable, as
under the agreement, rental is only due, if the Centre makes an operating profit.

Operating leases

The Corporation does not have any operating leases as Lessee.

20 Financial Instruments

Categories of Financial Instruments

Financial instruments are recognised on the Balance Sheet when the Corporation becomes party to the
contractual provisions of a financial instrument. They are classified based on the business model for holding
the instruments and their expected cashflow characteristics.

Financial Assets

A financial asset is a right to future economic benefits controlled by the Corporation that is represented by
cash, equity instruments or a contractual right to receive cash or other financial assets or a right to exchange
financial assets and liabilities with another entity that is potentially favourable to the Corporation. The financial
assets held by the Corporation during the year are accounted for under the following classification:

e Financial assets held at amortised cost. These represent loans and loan-type arrangements where
repayments or interest and principal take place on set dates and at specified amounts. The amount
presented in the Balance Sheet represents the outstanding principal received plus accrued interest. Interest
credited to the CIES is the amount receivable as per the loan agreement.

e Fair Value Through Profit and Loss (FVTPL). These assets are measured and carried at fair value. All gains
and losses due to changes in fair value (both realised and unrealised) are recognised in the CIES as they
occur.

Financial assets held at amortised cost are shown net of a loss allowance reflecting the statistical likelihood
that the borrower or debtor will be unable to meet their contractual commitments to the Corporation.

Financial Liabilities

A financial liability is an obligation to transfer economic benefits controlled by the Corporation and can be
represented by a contractual obligation to deliver cash or financial assets or an obligation to exchange financial
assets and liabilities with another entity that is potentially unfavourable to the Corporation. The majority of the
Corporation’s financial liabilities held during the year are measured at amortised cost and comprised of long-
term loans from Tees Valley Combined Authority and trade payables for goods and services received

Financial Instruments

The value of debtors and creditors reported in the tables below are solely those amounts meeting the definition
of a financial instrument. The balances of debtors and creditors reported in the balance sheet also include
balances which do not meet the definition of a financial instrument, such as tax-based debtors and creditors.

The financial assets disclosed in the Balance Sheet are analysed across the following categories:
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Long-term Short-term
31/03/2026 31/03/2025 31/03/2026 31/03/2025
£000s £000s £000s £000s
At Amortised Cost 0 0 0 0
Total financial assets 0 0 0 0

The financial liabilities disclosed in the Balance Sheet are analysed across the following categories:

Long-term Short-term
31/03/2026 31/03/2025 31/03/2026 31/03/2025
£000s £000s £000s £000s
At Amortised Cost 0 0 0 0
Total financial liabilities 0 0 0 0

Key risks
The Corporation’s activities expose it to a variety of financial risks; the key risks are:

o credit risk — the possibility that other parties might fail to pay amounts due to the Corporation.

¢ liquidity risk — the possibility that the Corporation might not have funds available to meet its
commitments to make payments.

e market risk — the possibility that financial loss might arise for the Corporation as a result of changes in
such measures as interest rates and stock market movements.

Credit Risk:

The corporation carries out financial checks on customers to ensure that all risks of non-payment are
assessed and minimised. Any treasury investments are only placed with organisations of high credit quality
as set out in the Group’s Treasury Management Strategy.

Trade receivables 31 March 2026 31 March 2025
£000s £000s
Current/, Due within 3 months 0 0
Liquidity Risk

The Corporation manages its liquidity position through the risk management procedures above (the setting
and approval of prudential indicators and the approval of the treasury and investment strategy reports), as
well as through a comprehensive cash flow management system, as required by the CIPFA Code of
Practice. This seeks to ensure that cash is available when needed.
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The Corporation is required to provide a balanced budget through the Local Government Finance Act 1992,
which ensures sufficient monies are raised to cover annual expenditure. There is therefore no significant risk
that it will be unable to raise finance to meet its commitments under financial instruments.

The Corporation has no exposure on borrowing or investments

Market Risk

Interest Rate Risk: The Corporation is exposed to interest rate movements on its investments. Movements in
interest rates have a complex impact on the Corporation, depending upon how variable and fixed interest
rates move across differing financial instrument periods. For instance, a rise in variable and fixed interest
rates would have the following effects:

e borrowings at fixed rates — the fair value of the liabilities borrowings will fall (no impact on revenue
balances)

e investments at variable rates — the interest income credited to the (Surplus) or Deficit on the Provision
of Services will rise

e investments at fixed rates — the fair value of the assets will fall (no impact on revenue balances)

Borrowings are not carried at fair value on the balance sheet, so nominal gains and losses on fixed rate
borrowings would not impact on the (Surplus) or Deficit on the Provision of Services or Other Comprehensive
Income and Expenditure. However, changes in interest payable and receivable on variable rate borrowings
and investments will be posted to the (Surplus) or Deficit on the Provision of Services and affect the General
Fund Balance, subject to influences from Government grants. Movements in the fair value of fixed rate
investments that have a quoted market price will be reflected in Other Comprehensive Income and
Expenditure.

The Corporation has a number of strategies for managing interest rate risk. The Annual Treasury
Management Strategy draws together Corporation's prudential and treasury indicators and its expected
treasury operations, including an expectation of interest rate movements. From this strategy a treasury
indicator is set which provides maximum limits for fixed and variable interest rate exposure. The central
treasury team will monitor market and forecast interest rates within the year to adjust exposures
appropriately. For instance, during periods of falling interest rates, and where economic circumstances make
it favourable, fixed rate investments may be taken for longer periods to secure better long-term returns.

The Corporation does not carry any assets or liabilities at variable interest rates currently and therefore is not
exposed to any market risks.

Price Risk
The Corporation does not invest in equity shares or marketable bonds.
Foreign Exchange Risk

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

TEES
URLLEY

25



Hartlepool
Development
Corporation

21 Contingent Assets and Liabilities

The Corporation has a Freehold and Leasehold interest in Middleton Grange Shopping Centre. The most
recent valuation report has highlighted defective brickwork in parts of the centre. The Corporation will need to
incur significant costs to ensure that shopping centre remains operational.

Since incorporation HDC has prepared its accounts on the assumption that, as a public body, it would be
subject to an exemption from Corporation Tax. Accordingly, no Corporation Tax liabilities have been
recognised in its accounts to date.

However, following recent dialogue, confirmation has yet to be received from HMRC that this treatment is
acceptable. Accordingly, there remains a possibility that HDC will be required to account for Corporation tax
from its date of incorporation.

In accordance with the International Financial Reporting Interpretations Committee’s interpretation 23 MDC
has continued to assume that a Corporation Tax exemption applies as, HDC considers this treatment to be
appropriate and the most probable agreed outcome with HMRC.

However, should HMRC determine that HDC is subject to Corporation Tax, our current estimate of the
potential Corporation tax liability is £nil. Should a tax liability crystallise more work would be needed at the
time to calculate the exact liability.

22 Statement of Accounting Policies

Going Concern

The Corporation meets its working capital requirements through cash received via the form of Government
Grants, borrowing from parent company Tees Valley Combined Authority and cash generated from
operations.

Since its establishment in 2022, the Hartlepool DC has advanced regeneration frameworks, progressed site
assembly, secured planning permissions, and engaged with development partners to accelerate town centre
renewal.

Regeneration in Hartlepool town centre remains a strategic priority for the Tees Valley Mayor, but it is
important to ensure that delivery structures are aligned with the evolving devolution framework and current
fiscal realities while protecting long-term place-based ambitions.

As a result, the Mayor announced at review into the MDCs at the Cabinet meeting on 20 March 2026.
The review is taking place in five principal stages:

¢ Vision and Objective setting — work with partners to review and confirm up-to-date objectives for
regeneration within the two MDC areas within the current financial, policy and commercial
landscape.

e Options appraisal — considering options going forward for the two MDCs and assess these against a
robust methodology in line with Government’s Green Book, based on a series of critical success
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factors covering scope, funding, viability, deliverability and implementation — to identify a preferred
way forward.

e Consultation — consulting with key stakeholders and partners on the findings of the review and to test
the preferred way forward.

e Decision making — communicating outcome with partners and stakeholders including TVCA Cabinet
and the two MDC Boards.

¢ Implementation — Developing and implementing a plan for making any necessary changes, including
setting out the short and long-term financial viability of the preferred way forward.

The review is ongoing and the decision-making stage is expected to conclude in the summer, with
implementation of the preferred way forward starting immediately afterwards. A key consideration is
developing a plan for each of the assets currently held by Hartlepool Development Corporation. If the
Development Corporation were to be dissolved, its planning powers and associated functions would transfer
to Hartlepool Borough Council.

HDC board approved on 30 March 2026 a balanced and funded revenue budget for 2026/27. The board
noted the challenge around HDC’s on-going operating position beyond 2026/27 and the need to work
towards financial sustainability.

As no decision has been made on the Development Corporation’s future at the date of approval of these
financial statements, and as it is reasonable to expect the Development Corporation to continue in
operational existence for at least the next 12 months, the financial statements have been prepared on a
going concern basis.

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:

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

e Income from the provision of services is recognised when the Corporation can measure reliably the
percentage of completion of the transaction and it is probable that economic benefits or service potential
associated with the transaction will flow to the Corporation.

e Supplies are recorded as expenditure when they are consumed — where there is a gap between the
date supplies are received and their consumption, they are carried as inventories on the balance sheet.

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

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

¢ Investment income relates to Dividends received and is accounted for in the period which the relevant
entity declares dividends for distribution.

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

e 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.

Cash and Cash Equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable without penalty on
notice of not more than 24 hours. Cash equivalents are highly liquid investments that mature in 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 an integral part of the Corporation's cash management.

Debtors

Debtors are recognised when the Council has delivered or tendered a supply of goods or services. They are
recognised and measured at fair value when revenue has been recognised, except for a financial asset
where they form part of the asset’s carrying value. Amounts paid in advance of the receipt of goods/services
are recognised as a prepayment.

Creditors

Creditors are recognised when the Council receives a supply of goods or services. They are recognised and
measured at fair value of the consideration payable except for a financial liability where they form part of the
liability’s carrying value. If consideration is received but the revenue does not meet the revenue recognition
criteria, a receipt in advance is recognised.

Charges to Revenue for Non-Current Assets

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

o depreciation attributable to the assets used by the relevant service

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

e amortisation of intangible non-current assets attributable to the service.

The Corporation is not required to raise taxes 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

Corporation in accordance with statutory guidance. Depreciation, revaluation and impairment losses, and

amortisation are therefore replaced by the contribution in the General Fund balance [MRP], by way of an

adjusting transaction with the capital adjustment account in the Movement in Reserves Statement.
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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 Financial Statements are authorised for issue. Two
types of events can be identified:

o those that provide evidence of conditions that existed at the end of the reporting period — the Financial
Statements are adjusted to reflect such events.

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

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

Financial Instruments
Financial Liabilities

Financial liabilities are recognised on the Balance Sheet when the Corporation becomes a party to the
contractual provisions of a financial instrument and are initially measured at fair value and are carried at their
amortised cost. Annual charges to the Financing and Investment Income 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 Corporation 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 Comprehensive Income and
Expenditure Statement, regulations allow the impact on the General Fund Balance to be spread over future
years. The Corporation 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 within the general
fund. The reconciliation of amounts charged to the Comprehensive Income and Expenditure Statement to
the net charge required against the General Fund Balance is managed by a transfer to or from the Financial
Instruments Adjustment Account in the Movement in Reserves Statement. The Corporation has a long-term
creditor relating to a loan from TVCA.

Financial Assets

The Corporation recognises expected credit losses on all its financial assets held at amortised cost, either on
a 12-month or lifetime basis. The expected credit loss model also applies to lease receivables and contract
assets. Only lifetime losses are recognised for trade receivables (debtors) held by the Corporation. For most
of the loans that the Corporation has made, this means that the amount presented in the Balance Sheet is
the outstanding principal receivable (plus accrued interest) and interest credited to the Comprehensive
Income and Expenditure Statement is the amount receivable for the year in the loan agreement.

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

e instruments with quoted market prices — the market price
e other instruments with fixed and determinable payments — discounted cash flow analysis
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e equity shares with no quoted market prices — independent appraisal of company valuations.
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 Corporation when there is reasonable assurance that:

e the Corporation will comply with the conditions attached to the payments, and

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

Monies advanced as grants and contributions for which conditions have not been satisfied are carried in the
Balance Sheet as receipts in advance. 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.

Overheads and Support Services

The costs of overheads and support services are charged to service segments in accordance with the
Corporation and Group's arrangements for accountability and financial performance.

Provisions, Contingent Liabilities and Contingent Assets
Provisions

Provisions are made where an event has taken place that gives the Corporation 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 Corporation 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 Corporation 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 — where it becomes less than probable
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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.

Contingent Liabilities & Contingent Assets

A contingent liability arises where an event has taken place that gives the Corporation 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 Corporation. A contingent asset arises where an event has taken place that gives the
Corporation 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 Corporation. Contingent liabilities and contingent
assets are not recognised in the Balance Sheet but disclosed in a note to the accounts.

Reserves

The Corporation 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
Corporation 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 Corporation.

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 Corporation 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 levy.

VAT

VAT on income and expenditure is included only to the extent that it is not recoverable from HM Revenue
and Customs.

Fair Value Measurement

The Corporation measures some of its non-financial assets, and some of its financial instruments at fair
value at each reporting date. Fair value is the price that would be received to sell an asset or paid to transfer
a liability in an orderly transaction between market participants at the measurement date. The fair value
measurement assumes that the transaction to sell the asset or transfer the liability takes place either:

- In the principal market for the asset or liability, or

- In the absence of a principal market, in the most advantageous market for the asset or liability.
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The Corporation measures the fair value of an asset or liability on the same basis that market participants
would use when pricing the asset or liability (assuming those market participants were acting in their
economic best interest).

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

The Corporation uses appropriate valuation techniques for each circumstance, maximising the use of
relevant known data and minimising the use of estimates or unknowns. this takes into account the three
levels of categories for inputs to valuations for fair value assets:

Level 1 - quoted prices

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

Level 3 - unobservable inputs for the asset or liability.

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. The de-minimis level for the capitalisation of
assets is £5,000

Land and buildings

Land and buildings are initially recognised at cost. Freehold land is subsequently carried at the revalued
amount less accumulated impairment losses. Buildings and leasehold land are subsequently carried at the
revalued amounts less accumulated depreciation and accumulated impairment losses. Land and buildings
are revalued by external independent professional valuers on a rolling basis of every 5 years. When an asset
is revalued, any accumulated depreciation at the date of revaluation is eliminated against the gross carrying
amount of the asset. The net amount is then restated to the revalued amount of the asset.

Increases in carrying amounts arising from revaluation, including currency translation differences, are
recognised in the asset revaluation reserve, unless they offset previous decreases in the carrying amounts of
the same asset, in which case, they are recognised in profit or loss. Decreases in carrying amounts that
offset previous increases of the same asset are recognised against the asset revaluation reserve. All other
decreases in carrying amounts are recognised as a loss in the statement of comprehensive income.

Other property, plant and equipment

All other items of property, plant and equipment are initially recognised at cost and subsequently carried at
cost less accumulated depreciation and accumulated impairment losses.
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Surplus assets — the current value measurement base is fair value, estimated at highest and best use from a
market participant's perspective

Components of costs - the cost of an item of property, plant and equipment initially recognised includes its
purchase price and any cost that is directly attributable to bringing the asset to the location and condition
necessary for it to be capable of operating in the manner intended by management. Cost also includes
borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying
asset.

Depreciation

Freehold land is not depreciated.

Buildings are depreciated using straight line method over its deemed useful life, or 50 years if shorter.
Vehicles are depreciated using straight line method over the useful life of the asset between 4 and 10 years.

Plant, furniture and equipment — straight line over the useful life of the asset, as advised by a suitably
qualified officer

Subsequent expenditure

Subsequent expenditure relating to property, plant and equipment that has already been recognised is added
to the carrying amount of the asset only when it is probable that future economic benefits associated with the
item will flow to the corporation and the cost of the item can be measured reliably. All other repair and
maintenance expenses are recognised in profit or loss when incurred.

Disposal

On Disposal of an item of property, plant and equipment, the difference between the disposal proceeds and
it's carrying amount is recognised in profit or loss within 'Other (losses)/gains - net'. Any amount in
revaluation reserve relating to that asset is transferred to retained profits directly.

Capital Expenditure and Capital Financing

Capital expenditure in HDC has been financed by TVCA Investment Plan for regenerative purposes in line
with the masterplan.

Leases

The Corporation adopted IFRS 16 (Leases) with effect from 1 April 2024. The main impact of the
requirements of IFRS 16 is that, for arrangements previously accounted for as operating leases (i.e. without
recognising the leased vehicles, plant, equipment, property and land as an asset, and future rents as a
liability), a right-of-use asset and a lease liability are now included on the balance sheet from 1 April 2024.
The Corporation has elected to apply recognition exemptions to low value assets (below £10,000 when new)
and to short term leases i.e. existing leases that expire on or before 31 March 2026, and new leases with a
duration of less than 12 months. A contract is, or contains a lease, if the contract conveys the right to control
the use of an identified asset for a period in exchange for consideration.
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Aright of use asset and corresponding lease liability are recognised at commencement of the lease. For
leases that were classified as finance leases under IAS 17, the carrying amount of the right-of-use asset and
the lease liability at 1 April 2024 are determined at the carrying amount of the lease asset and lease liability
under IAS 17 immediately before that date.

The lease liability is measured at the present value of the lease payments, discounted at the rate implicit in
the lease, or if that cannot be readily determined, at the lessee’s incremental borrowing rate specific to the
term and start date of the lease. Lease payments include: fixed payments; variable lease payments
dependent on an index or rate, initially measured using the index or rate at commencement; the exercise
price under a purchase option if the Corporation is reasonably certain to exercise; penalties for early
termination if the lease term reflects the Corporation exercising a break option; and payments in an optional
renewal period if the Corporation is reasonably certain to exercise an extension option or not exercise a
break option.

The lease liability is subsequently measured at amortised cost using the effective interest rate method. It is
remeasured, with a corresponding adjustment to the right of use asset, when there is a change in future
lease payments resulting from a rent review, change in an index or rate such as inflation, or change in the
Council’'s assessment of whether it is reasonably certain to exercise a purchase, extension or break option.

The right of use asset is initially measured at cost, comprising: the initial lease liability; any lease payments
already made less any lease incentives received; initial direct costs; and any dilapidation or restoration costs.
The right of use asset is subsequently depreciated on a straight-line basis over the shorter of the lease term
or the useful life of the underlying asset. The right of use asset is tested for impairment if there are any
indicators of impairment.

Operating Leases

Under IFRS16 Operating leases can exist but are limited to low value items and durations under 12 months,
so these are rare and are equivalent to a rental agreement.

The Corporation as Lessor
Finance Leases

Where the Corporation 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 as part
of the gain or loss on disposal. A gain, representing the Corporation's net investment in the lease, is 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), matched by a lease
(long-term debtor) asset in the Balance Sheet.

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
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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.

Lease rentals receivable are apportioned between:

e acharge for the acquisition of the interest in the property, plant or equipment — applied to write down
the lease debtor (together with any premiums received), and
¢ afinance 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
paid, the element for the charge for the acquisition of the interest in the property issued to write down the
lease asset. 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 Corporation 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 Corporation 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.

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.
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24 Glossary of Terms
Accruals

The concept that income and expenditure are recognised as they are earned or incurred, not as money is
received or paid.

Amortised cost

The amount at which a financial asset or financial liability is measured at initial recognition, less principal
repayments and plus or minus any unamortised original premium or discount. International Accounting
Standard (IAS) 39 requires the amortised cost to be calculated using the effective interest method.

Capital Charge

A charge to service revenue accounts to reflect the cost of non-current assets used in the provision of a
service.

Capital Expenditure
Expenditure on the acquisition of a non-current asset or expenditure designed to extend its useful life.
Consistency

The concept that the accounting treatment of like items within an accounting period and from one period to
the next is the same.

Contingency

A condition which exists at the balance sheet date, where the outcome will be confirmed only on the
occurrence or non-occurrence of one or more uncertain future events.

Depreciation

The measure of the wearing out, consumption or other reduction in the useful economic life of a non-current
asset, whether arising from use, effluxion of time or obsolescence through technological or other changes.

Effective interest method

This is a method of calculating the amortised cost of a financial asset or financial liability, and of allocating
the interest income or interest expense over the relevant period. The effective interest rate in a financial
instrument is the rate that exactly discounts the cash flows associated with the instrument to the net carrying
amount at initial recognition.

Exceptional Items

Material items which derive from events or transactions that fall within the ordinary activities of the
Corporation and which need to be disclosed separately by virtue of their size or incidence to give fair
presentation of the accounts.

Extraordinary Iltems
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Material items, possessing a high degree of abnormality, which derive from events or transactions that fall
outside the ordinary activities of the Corporation and which are not expected to recur. They do not include
exceptional items, nor do they include prior period items, merely because they relate to a prior period.

Fair Value

The fair value of an asset is the price at which it could be exchanged in an arm's length transaction, less,
where applicable, any grants receivable towards the purchase or use of the asset.

Finance Lease

A lease that transfers substantially all the risks and rewards of ownership of a non-current asset to the
lessee. Such a transfer of risks and rewards may be presumed to occur if at the inception of the lease the
present value of the minimum lease payments, including any initial payment, amounts to substantially all of
the fair value of the leased asset.

Going Concern

The concept that the Corporation will remain in operational existence for the foreseeable future, in particular
that the revenue accounts and balance sheet assume no intention to curtail significantly the scale of
operations.

Government Grants

Assistance by government and inter-government agencies and similar bodies, whether local, national or
international, in the form of cash or transfers of assets to a Corporation in return for past or future
compliance with certain conditions relating to the activities of the Corporation.

Investments

A long-term investment is an investment that is being held for use on a continuing basis in the activities of
the Corporation. Investments should be so classified only where an intention to hold the investment for the
long term can clearly be demonstrated or where there are restrictions as to the investor's ability to dispose of
the investment. Investments which do not meet the above criteria are classified as current assets.

Long Term Contracts

A contract entered into for the design, manufacture or construction of a substantial asset or the provision of a
service (or a combination of assets or services which together constitute a single project), where the time
taken to substantially complete the contract is such that the contract activity falls into different accounting
periods. Some contracts with a shorter duration than one year should be accounted for as long term
contracts, if they are sufficiently material to the activity of the period.

Net Book Value

The amount at which non-current assets are included in the balance sheet i.e. the historical cost or current
value, less the cumulative amounts provided for depreciation.

Net Current Replacement Cost
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The cost of replacing or recreating the particular asset in its existing condition and in its existing use i.e. the
costs of its replacement or of the nearest equivalent asset, adjusted to reflect the current condition of the
existing asset.

Net Realisable Value

The open market value of the asset in its existing use (or open market value in the case of a non-operational
asset), less any expenses incurred in realising the asset.

Non-Current Assets

Tangible assets that yield benefits to the Corporation and the services it provides for a period of more than
one year.

Non-Operational Assets

Non-current assets held by a Corporation but not directly occupied, used or consumed in the delivery of
services. Examples of non-operational assets are investment properties and assets that are surplus to
requirements, pending sale or redevelopment.

Operational Assets

Non-current assets held and occupied, used or consumed by the Corporation in the direct delivery of those
services for which it has either a statutory or discretionary responsibility.

Post Balance Sheet Events

Those events, both favourable and unfavourable, which occur between the balance sheet date and the date
on which the Statement of Accounts is signed by the responsible financial officer.

Prior Year Adjustments

Those material adjustments applicable to prior years, arising from changes in accounting policies or from the
correction of fundamental errors. They do not include normal recurring corrections or adjustments of
accounting estimates in prior years.

Prudence

The concept that revenue is not anticipated, but is recognised only when realised, in the form either of cash
or of other assets, the ultimate cash realisation of which can be assessed with reasonable certainty.

Usable Reserves

Amounts set aside to meet future costs, subject to the need to maintain a prudent level of reserves and any
statutory limitations on their use.

Unusable Reserves

Reserves that not available to spend; this category of reserves includes reserves that hold unrealised gains
and losses and reserves that hold timing differences shown in the Movement in Reserves Statement line
“Adjustments between accounting basis and funding basis under regulations”.
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