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Section 1

Narrative Report
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Purpose of the Narrative Report

The Narrative Report provides context for the Statement of Accounts. It explains the Authority’s
purpose, key activities during the year, financial performance and financial position, and the main
issues expected to affect the Authority in 2026/27.

About the Authority

Lancashire Combined County Authority is a strategic body for Lancashire. It brings together Lancashire
County Council, Blackpool Council and Blackburn with Darwen Borough Council to provide a single
body for devolved decision-making across the county. The Authority works with local councils,
employers, colleges and national partners to ensure decisions are joined up and focused on the needs
of Lancashire’s residents, businesses and communities.

The Authority’s focus is on leading and coordinating activity across skills, transport and economic
growth. The Authority’s website identifies its areas of focus as innovation, trade and investment; skills
and adult education; and transport. These areas align with the Lancashire Growth Plan and the
development of emerging strategies for skills and transport.

Review of 2025/26

As its first year of establishment, activity in 2025/26 has focussed on developing the Authority’s
operating model, governance arrangements and mobilisation activity ahead of devolved powers and
responsibilities from April 2026 onwards. Activity in-year included the early development of the
Authority’s strategic role, work with constituent authorities and partners, and the administration of
grant funding for Lancashire.

Highlights include:

e the adoption of the £20bn Lancashire Growth Plan, aligned with the Government’s Industrial
Strategy

e the creation of new Local Transport Authority arrangements from the 1 April 2026 including
the first directly employed staff and the publication of a new County-wide Local Transport
Plan

e the mobilisation of the Adult Skills Fund, with more than £40m annually due to be devolved
to the LCCA from summer 2026, underpinned by the Get Lancashire Working plan

e preparatory work underway to produce a Spatial Development Strategy, coterminous with
existing devolution geography

e the completion of a review of Governance models, paving the way for future devolution
following the authority’s establishment as a Foundation Strategic Authority under the
Government’s English Devolution and Community Empowerment Act

e initial activity to establish a Lancashire Data Observatory function as a shared evidence and
insight platform

The Authority seeks to further progress its role in relation to economic growth and investment by
supporting a joined-up approach to business growth, skills and transport. The Lancashire Growth Plan
identifies priority sectors including national security and resilience, clean growth and nuclear,
sustainable digital and Al, advanced engineering and manufacturing, and culture and tourism.

In skills and adult education, the Authority worked through the Lancashire Skills and Employment Hub
to support the county’s approach to skills and employment, bringing education, training and business
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closer together so residents can access good jobs and employers can access the skills they need. This
will be further enhanced by plans to embed the Skills and Employment Hub within the LCCA.

In transport, the Authority supported work to develop the Joint Lancashire Transport Plan. This is
intended to guide future priorities for public transport, roads, active travel and sustainable
infrastructure, and to align transport planning with economic opportunity and access to education,
employment and services.

The Authority also acted as accountable body for UK Shared Prosperity Fund (UKSPF) activity in
Lancashire. For 2025/26, Lancashire received a UKSPF allocation of £20.124m, including £3.377m
capital and £16.757m revenue, targeted at supporting communities and place, support for local
business, and people and skills.

The Authority became responsible for the Lancashire Investment Fund (formerly Growing Places
Fund), which is a £19.4 million resource, originally awarded to the Lancashire Local Enterprise
Partnership (LEP) in 2012 as a grant and utilised as a revolving loan fund to facilitate the delivery of
commercial development projects across the County. As an interim measure at the closure of the LEP
on the 31st March 2024, monies and operation was migrated to LCC as the upper tier local authority
accountable body. Transfer of the fund to the LCCA concluded in February 2026, with the remainder
of the cash balance due to transfer in 2026/27, which will include a refresh of the existing investment
strategy for 2026/27.

Financial Performance 2025/26

The Authority’s Comprehensive Income and Expenditure Statement reported a surplus on the
provision of services of £1.425m for 2025/26. This is summarised below:

Gross Expenditure Gross Income Net Expenditure

£000 £000 £000

Central Resourcing 1,118 (704) 414
Skills 149 0 149
Transport 53 0 53
Economic Growth 23 0 23
Net Cost of Services 1,343 (704) 639
Eixnpaennc(ijriltguz:gd Investment Income and 0 (1,174) (1,174)
T:;(;r:(;n and Non-Specific Grant 0 (890) (890)
Surplus on the Provision of Services 0 0 (1,425)

The Authority recognised £0.890m of grant income in the CIES, £1.174m of interest and investment
income and £0.704m of services provided in kind provided by Lancashire County Council, Blackpool
Council and Blackburn with Darwen Council. Government grants of £92.805m were excluded from the
CIES as the Authority acted as agent and passported them to the other Lancashire authorities.
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Financial Position at 315t March 2026

31 March 2026

Balance Sheet summary

£000
Short-term debtors 770
Current investments / temporary investments 11,204
Cash and cash equivalents 194
Short-term creditors (4,169)
Net assets 7,999
Usable reserves 7,999

The Authority held current investments of £11.204m and cash of £0.194m at 31 March 2026. Net
assets and usable reserves were £7.999m being: a General Reserve of £2.436m; Lancashire Investment
Fund of £5.440m, and Earmarked Reserve of £0.123m as per the overall reserve position below, in the
Statements and Notes below. The Authority had no borrowing identified at the 315 March 2026.

31 March 2026

Reserve £000
General Reserve 2,436
Lancashire Investment Fund 5,440
Earmarked Reserves 123
Usable Reserves 7,999

Looking Ahead 2026/27

In 2026/27, the Authority will continue to build its strategic capacity and work with partners to deliver
Lancashire’s devolution priorities. Key areas of focus will include:

Transport:
e Embedding the LCCA’s role as the sole Local Transport Authority, initially under a
commissioning and assurance model for 2026/27
e Preparing and adopting a Local Transport Delivery Plan, which underpins new arrangements
with the Department for Transport and the provision of consolidated local transport funding
e Consulting on and adopting an implementation plan for the new Lancashire-wide Local
Transport Plan

e Ensuring delivery and oversight of the area’s Adult Skills Funding (c£40m annually) from
August 2026

o Undertake activity to embed the existing Lancashire Skills and Employment Hub within the
LCCA, including all preparatory work required to transfer staff and contracts

Economy:
e Building an economic development function within the LCCA, which is expected to cover

Economic Strategy (Growth Plan) and intelligence, Business Support and Business Finance
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Services, Inward Investment Services, Place Marketing and Business Advocacy, Innovation
and Key Sectors

e Further develop and utilise key financial instruments under the direct control of the LCCA,
notably the Lancashire Investment Fund

Strategic Planning:

e Continued preparatory work to produce a Spatial Development Strategy (SDS) for Lancashire,
coterminous with existing devolution geography, and reflective of the SDS regulations and
guidance, which are expected to be published by Government in 2026

The Authority will also continue to develop its financial, governance and assurance arrangements as
its responsibilities mature, and as set out in the Code of Corporate Governance and Annual
Governance Statement for 2025/26. This will include maintaining effective controls over grant
funding, treasury management, financial reporting, related party disclosures and arrangements for
value for money. Wider activity in 2026/27 will include a review of the LCCA’s Advisory Boards across
Transport, Skills and Economy, as well as further activity to further develop the Authority’s Overview
and Scrutiny arrangements.

Following the completion of a review of Governance models in December 2025, which had been
agreed with Government as part of Lancashire’s initial Devolution Deal, the LCCA will continue its
dialogue with Government in 2026/27. This will consider the opportunities and challenges associated
with further devolution beyond the LCCA’s status as a Foundation Strategic Authority (non-Mayoral
Combined County Authority).

During 2026/27 it will be necessary for the LCCA to consider any Local Government Reorganisation,
including an assessment of what activity and functions best sit at the LCCA-level or with any new
Unitary Authorities, and the associated planning and mobilisation work involved in this.

Risks and Uncertainties

The Authority is exposed to risks arising from the delivery of its strategic role, dependency on external
funding, delivery through partners and changes in national policy. The Authority’s financial risks
include credit risk and interest rate risk in relation to cash and current investments, liquidity risk in
relation to short-term commitments, and the need to maintain robust grant management
arrangements for funding administered on behalf of government and local partners.

A further area of uncertainty relates to the wider public sector and local government environment,
including devolution, local government reorganisation and the continued development of the
Authority’s role. The Authority will continue to monitor these matters as part of its governance and
financial management arrangements.

Explanation of the Financial Statements and Further Information

The Statement of Accounts has been prepared in accordance with the Accounts and Audit Regulations
2015 and the Code of Practice on Local Authority Accounting in the United Kingdom. The accounts
present the Authority’s financial performance and financial position for the year ended 31 March
2026.
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The core financial statements comprise:

The Comprehensive Income and Expenditure Statement, which shows the accounting cost of providing
services during the year.

The Movement in Reserves Statement, which shows the movement in the Authority’s usable reserves
during the year.

The Balance Sheet, which shows the Authority’s assets, liabilities and reserves at 31 March 2026.
The Cash Flow Statement, which shows the changes in cash and cash equivalents during the year.

The notes to the accounts provide further detail and analysis to support the figures included in the
core financial statements.

Further information about the accounts can be obtained from the Authority’s finance team. The
Statement of Accounts and related documents are also available on the Lancashire Combined County
Authority website.
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Section 2

Statement of Responsibilities
for Statement of the

Accounts
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Statement of Responsibilities for the Statement of Accounts

1. The LCCA’s Responsibilities
The Authority is required to:
e make arrangements for the proper administration of its financial affairs and to secure that
one of its officers has the proper responsibility for the administration of those affairs. In the
LCCA that officer is the Section 73 Officer, Mark Wynn
e manage its affairs to secure economic, efficient and effective use of resources and safeguard
its assets; and
e approve the Statement of Accounts.

2. The Section 73 Officer's Responsibilities
The Section 73 Officer is responsible for the preparation of the LCCA’s Statement of Accounts in
accordance with proper practices as set out in the CIPFA/LASAAC Code of Practice on Local Authority
Accounting in United Kingdom (“the Code of Practice”).
In preparing this Statement of Accounts, the Section 73 Officer has:

e selected suitable accounting policies and then applied them consistently;

e made judgements and estimates that were reasonable and prudent; and

e complied with the Code of Practice.

The Section 73 Officer has also:

e kept proper accounting records which were up to date;

e taken reasonable steps for the prevention and detection of fraud and other irregularities;

e assessed the LCCA ability to continue as a going concern, disclosing, as applicable, matters
related to going concern;

e used the going concern basis of accounting on the assumptions that the functions of the LCCA)
will continue in operational existence for the foreseeable future; and

e maintained such internal controls as they determine are necessary to enable the preparation
of financial statements that are free from material misstatements, whether due to fraud or
error.

3. Certification of the Accounts

| certify that the Statement of Accounts gives a true and fair view of the financial position of Lancashire
Combined County Authority and its income and expenditure for the year ended 31st March 2026.

ML\! NN\

Signature

Name Mark Wynn

Position Chief Finance Officer Section 73 Officer
Date 30 June 2026

4. Approval of the Accounts
In accordance with the Accounts and Audit Regulations (England) 2015, | certify that the Statement of
Accounts have been approved by the Audit Committee on xxxx.

Signature

Greg Gottig
Independent Chair of the LCCA Audit Committee

10
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Section 3

Independent Auditor’s Report

11



Classified as Official\Anyone

Lancashire Combined County Authority Draft Statement of Accounts 2025/26

This page has been left blank intentionally

12



Classified as Official\Anyone

Lancashire Combined County Authority Draft Statement of Accounts 2025/26

This page has been left blank intentionally

13



Classified as Official\Anyone

Lancashire Combined County Authority Draft Statement of Accounts 2025/26

Section 4

Core Financial Statements

14
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Comprehensive Income and Expenditure Statement for the Year Ended 31
March 2026

This 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.

Gross Gross Net

Expenditure  Income Expenditure

£000 £000 £000
Central Resourcing 1,118 (704) 414
Skills 149 - 149
Transport 53 - 53
Economic Growth 23 - 23
Net Cost of Services 1,343 (704) 639
Financing and Investment Income and Expenditure Note 8 - (1,174) (1,174)
Taxation and Non-Specific Grant Income Note 9 - (890) (890)
Surplus/(Deficit) on Provision of Services - - (1,425)
Total Comprehensive Income and Expenditure - - (1,425)

Movement in Reserves Statement

The Movement in Reserves statement shows the movement in reserves during the financial year and
explained further in Explanatory Note 7.

‘ Movement in Reserves Statement ‘ Note Total Reserves
Movement in Reserves during 2025/26 £000
Opening Balance 1st April 2025 6,574
Surplus/(deficit) on provision of services CIES 1,425
Net increase before transfer to reserves 7,999
Net transfer to reserves -
Balance as at 31st March 2026 7,999

15
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Balance Sheet as at 31%t March 2026

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.

Opening Balance Balance Sheet Note: 31 March 2026 (£000)
Current Investments 11,204

Current Debtors 770

6,574 Cash and Cash Equivalents 194

Total Current Assets 12,168

Current Creditors (4,169)

Total Current Liabilities (4,169)

Net Assets 7,999

(6,574) Usable Reserves (7,999)

Total Reserves (7,999)

Cash Flow Statement for the Year Ended 31° March 2026

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 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
to the authority’s future service delivery. Cash flows arising from financing activities are useful in predicting
claims on future cash flow by providers of capital (i.e. borrowing) to the authority.

Cash Flow Statement 31 March 2026 (£000)

Net surplus on provision of services 1,425
Adjustments to net surplus/deficit for non-cash movements 3,399
Net cash flows from operating activities 4,824
Investing activities

Purchase of current investments (11,204)
Net cash flows from investing activities (11,204)

Financing activities
Net cash flows from financing activities -

Net increase/(decrease) in cash and cash equivalents (6,380)
Cash and cash equivalents at beginning of reporting period 6,574
Cash and cash equivalents at end of reporting period 194

16
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Section 5

Notes to the Accounts
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1. Expenditure and Funding Analysis

The Expenditure and Funding Analysis shows how annual expenditure is used and funded from
government grants: The segments are shown by directorate and are in line with the monthly budget
monitoring. It also shows how this expenditure is allocated for decision making purposes between the
Authorities services.

2025/2026
£000
Expenditure Funding Analysis Expenditure/Income | Adjustments Net Total in CIES

Central Resourcing 414 - 414
Skills 149 - 149
Transport 53 - 53
Economic Growth 23 - 23
Net Cost of Services 639 - 639
Financing and Investment Income (1,174) (1,174)
and Expenditure )

Taxation and Non-Specific Grant (890) (890)
Income )

Surplus/(Deficit) on Provision of (1,425) - (1,425)
Services

18
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2. Expenditure and Income Analysed by Nature

This note analyses the Authority’s expenditure and income by nature. Agency / passported grants
are excluded from the analysis because they are not recognised in the CIES. Get Britain Working
funding of £0.100m is held as receipts in advance and is not recognised as CIES grant income for

2025/26.
Other service expenditure 639
Services provided in kind 704
Total expenditure 1,343
Income
Services provided in kind (704)
Interest and investment income (1,174)
Government grants and contributions recognised in CIES (890)
Total income (2,768)
Surplus on the Provision of Services (1,425)

The surplus on the provision of services of £1.425m agrees to the CIES and the in-year movement in
usable reserves.

3. Accounting Policies
General Principles

The Statement of Accounts summarises the CCA’s transactions from the 5" February 2025 and its
position at the year-end 31 March 2026. The CCA 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 under Section 21 of the
2003 Act, primarily comprise of the Code of Practice on Local Authority Accounting in the United
Kingdom 2025/2026 (the ‘Code’) supported by International Financial Reporting Standards (IFRS).

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

The accounts have been prepared on a going concern basis under the assumption that the Authority
will continue in existence for the foreseeable future and the CCA’s services will continue to be
delivered.

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:

o Revenue from contracts with service recipients whether for services or the provision of goods
is recognised when (or as) the goods and services are transferred to the service recipient in

19
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accordance with the performance obligations in the contract.

o 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.

o 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.

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

o 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 settled, the balance of debtors is written down and a charge made to
revenue for the income that might not be collected.

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 within
three months 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 Authorities cash management.

Services in kind

During 2025/26, the Authority received support services from its constituent authorities. These
services were provided to support the establishment and operation of the Authority during its first
year and included areas such as finance, legal, democratic services, governance, risk management,
communications, ICT, HR, payroll, procurement, internal audit, information governance and statutory
officer support.

Although no cash payment was made by the Authority for these services, the value of the support
provided represents resources consumed by the Authority during the year. The value has therefore
been recognised in the Comprehensive Income and Expenditure Statement as both gross expenditure
and matching income.

This treatment reflects the fact that the Authority has benefited from services that would otherwise
have required direct expenditure. Recognising both sides ensures that the gross cost of operating the
Authority is fairly presented, while also reflecting that the services were provided in kind and did not
require a cash outflow from the Authority.

The total value of services provided in kind during 2025/26 was £704k. This has been recognised as
gross expenditure of £704k and matching income of £704k, resulting in a nil net impact on the
Authority’s surplus or deficit for the year.

The value of services provided in kind was calculated from returns provided by the constituent

authorities. These returns identified the estimated staff time, salary cost, on-costs and statutory
officer support provided to the Authority during the year.

20



Classified as Official\Anyone

Lancashire Combined County Authority Draft Statement of Accounts 2025/26
Provider 2025/26 ?upport 2025/?6 Statutory 2025/26 Total
Services Officer Roles
£000 £000 £000

Lancashire County Council 264 83 347
Blackpool Council 106 43 149
Blackb.urn with Darwen Borough 161 47 208
Council

Total Services Provided in Kind 531 173 704

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

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 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 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.

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:

e amortised cost;

e fair value through profit or loss (FVPL); and

e fair value through other comprehensive income (FVOCI).

The Authorities business model is to hold investments to collect contractual cash flows. Financial
assets are therefore 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 instruments).

21



Classified as Official\Anyone

Lancashire Combined County Authority Draft Statement of Accounts 2025/26

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 Comprehensive Income and Expenditure for
interest receivable are based on the carrying amount of the asset multiplied by the effective interest
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 Comprehensive Income and Expenditure Statement is the
amount receivable for the year in the loan agreement.

Interest is credited to the Financing and Investment Income and Expenditure line in the
Comprehensive Income and Expenditure Statement at a marginally higher effective rate than the rate
receivable from the organisation, with the difference serving to increase the amortised cost of the
loan in the Balance Sheet. Statutory provisions require that the impact of soft loans on the General
Fund Balance is the interest receivable for the financial year — the reconciliation of amounts debited
and credited to the Comprehensive Income and Expenditure Statement to the net gain required
against the General Fund Balance is managed by a transfer to or from the Financial Instruments
Adjustment Account in the Movement in Reserves Statement.

Any gains and losses that arise on the de-recognition of the asset are credited/debited to the Financing
and Investment Income and Expenditure line in the Comprehensive Income and Expenditure
Statement.

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 31°* March. Resulting gains or losses are recognised in the Financing and Investment
Income and Expenditure line in the Comprehensive Income and Expenditure Statement.

Government Grants and Contributions

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

=  The Authority will comply with the conditions attached to the payments; and

= The grants and 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 contribution have been satisfied.
Conditions are stipulations that specify that the future economic benefits or service potential
embodied in the asset in the form of grant or contribution are required to be consumed by the
recipient as specified, or future economic benefits or service potential must be returned to the
transferor.

Monies advanced as grants and contributions for which conditions have not been satisfied are carried

on the Balance Sheet as creditors. When conditions have been satisfied, the grant or contribution is
credited to the relevant service line (attributable revenue grants and contributions) or Taxation and

22
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Non-Specific Grant Income (non-ring-fenced 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 not yet been 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.

Long Term Contracts

Long term contracts are accounted for based on charging the Surplus or Deficit on the Provision of
Services with the consideration allocated to the performance obligations satisfied based on goods and
services transferred to service recipient during the financial year.

Joint Operations

Joint operations are arrangements where parties that have joint-control of the arrangement 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:

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

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

- its revenue from the sale of its share of the output arising from the joint operation
- its share of the revenue from the sale of the output by the joint operation

- its expenses, including its share of any expenses incurred jointly.

Overheads and Support Services

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

The main basis for charging of overhead costs is percentage time, floor area and actual time allocation.
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 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.

Reserves

The Authority sets aside specific amounts as reserves for future policy purposes or to cover
contingencies. Reserves are created by transferring amounts out of the General Fund Balance. 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 transferred back into the General Fund Balance.

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

Paragraph 3.3.2.13 of the Code requires changes in accounting policy to be applied retrospectively
unless alternative transitional arrangements are specified in the Code. Paragraph 3.3.4.3 requires an
authority to disclose information relating to the impact of an accounting change that will be required
by a new standard that has been issued but not yet adopted by the Code for the relevant financial
year.

Paragraph 3.3.4.3 and Appendix C of the Code adapt IAS 8 Accounting Policies, Changes in Accounting
Estimates and Errors on an annual basis to limit the impact of standards that have been issued but not
yet adopted to those listed in Appendix C of the Code in the relevant year of account (in this case the
2026/27 Code). This means that only the standards listed in paragraph 9 below are included in the
requirements for IAS 8 for standards that have been issued and not yet adopted.

The standards introduced by the 2026/27 Code where disclosures are required in the 2025/26
financial statements, in accordance with the requirements of paragraph 3.3.4.3 of the Code, are:
o Amendments to FRS 102 The Financial Reporting Standard applicable in the UK and Republic
of Ireland (Amendments to Heritage assets) issued in March 2024
e 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.

It is likely there will be limited application of items a) to d), although authorities will need to consider
their individual circumstances in case any of these standards apply. Further details on these changes
to the Code can be found in the 2026/27 Code Consultation.

IAS8 following a change in accounting policy as confirmed by paragraph 3.3.1.4 of the Code.

The above amendments are not anticipated to have a significant impact on the Authorities accounts

5. Critical Judgements in Applying Accounting Policies

In applying the accounting policies set out in Note 3 the CCA has had to make certain judgements
about complex transactions or those involving uncertainty about future events. The critical judgments
made in the Statement of Accounts are:
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e There is a high degree of uncertainty around future levels and timing of funding for local
government and combined county authorities. The CCA continues to monitor funding
announcements and will consider the impact of any changes on its financial plans and future

programme delivery.

6. Events After the Reporting Period

The Statement of Accounts was authorised for issue by Mark Wynn as s73 Officer on the 30/6/2026.
Events taking place after this date are not reflected in the financial statements and notes. Where
events taking place before this date provide information about conditions existing at 31° March 2026
the figures in the financial statements and notes have been adjusted in all material respects to reflect

the impact of this information.

7. Transfers To/From Usable Reserves

This note sets out the amounts set aside from the General Fund in Usable Reserves to provide
financing for future expenditure plans and the amounts posted back from Usable Reserves to meet
General Fund expenditure in 2026/2027.

e Dt Transfers Out Transfers In Balance at 31*
2025/26 2025/26 March 2026
£000 £000 £000
Opening Balance 1%t April 2025 - 6,574 6,574
Usable Reserve - 1,425 1,425
Total Usable Reserves - 7,999 7,999

Further detail is shown in the table below:

Descriotion Transfers Out Transfers In Balance at 31st
P 2025/26 2025727 March 2026
LCCA General Reserve £000 £000 £000
Opening Balance 1st April
2025 - 1,011 1,011
Usable Reserve - 1,425 1,425
Sub-Total Usable Reserve - 2,436 2,436
Lancashire Investment Fund £000 £000 £000
Opening Balance 1st April
2095 - 5,440 5,440
Usable Reserve - -
Sub-Total Usable Reserve - 5,440 5,440
Earmarked Reserve - Skills £000 £000 £000
Opening Balance 1st April
2025 - 123 123
Usable Beserve - -
Sub-Total Usable Reserve - 123 123
TOTAL USEABLE RESERVES - 7,959 7,999
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8. Financing And Investments Income and Expenditure

Description 2025/26

£000
Interest receivable on investments (1,174)
Total (1,174)

9. Taxation And Non-Specific Grant Income

Description 2025/26

£000
Non — Specific Grant Income (890)
Total (890)

10. Financial Instruments

A financial instrument is a contract that gives rise to a financial asset of one entity and a financial
liability or equity instrument of another entity. Non exchange contracts such as those relating to taxes
and government grants do not give rise to financial instruments.

Financial Assets 2025/26

£000
Current Investments/ Temporary Investments 11,204
Cash and cash equivalents 194
Short Team Financial Debtors 656
Total Financial Assets 12,054
Financial Liabilities 2025/26

£000
Trade and Other Creditors (339)
Borrowing -
Total Financial Liabilities (339)
Income, Expense, Gains and Losses 2025/26

£000
Interest Income (1,174)
Interest Payable and similar charges -
Net Interest Credited to CIES (1,174)

Short-term debtors and creditors are carried at cost as this is a fair approximation of their value.
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Description 2025/26

£000
Other Debtors 728
Prepayments 42
Total 770

12. Cash and Cash Equivalents

The balance of cash and cash equivalents is made up of the following elements:

Description 31 March 2026
£000

Cash held by CCA 194

Total 194

13. Creditors

Short Term Creditors

14. Usable Reserves

Description 31 March 2026
£000
Trade Payables (235)
Other Payables (104)
Receipts in Advance (3,830)
Short Term Creditors (4,169)
Description 2025/26
£000
General Fund Usable Reserves (7,999)
Total Usable Reserves (7,999)
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15. Cash Flow Statement — Operating Activities

The cash flows for operating activities include the following items:

Description 2025/26

£000
CIES surplus on provision of services 1,425
Increase in debtors (770)
Increase in creditors 4,169
Net cash flows from operating activities 4,824

16. Cash Flow Statement — Investing Activities

Description 2025/26

£000
Other receipts from investing activities (11,204)
Net cash flows from investing activities (11,204)

17. External Audit Costs

The Authority has incurred the following costs in relation to the audit of the Statement of Accounts,
certification of grant claims and statutory inspections and to non-audit services provided by the
Authority’s external auditors KPMG.

Description 2025/26

£000
External Audit Fee 41
Total 41

18. Grant Income

The Authority credited the following grants, contributions and donations to the Comprehensive
Income and Expenditure Statement in 2025/2026.

The Authority credited £0.890m of grant income to the Comprehensive Income and Expenditure
Statement in 2025/26. This related to funding where the conditions for recognition had been met by
31 March 2026

Grant/Funding 2025/26

£000
MHCLG Funding 750
NI Grant 140
Total grant income recognised in CIES 890
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In addition, the Authority received £0.100m of Get Britain Working funding where the conditions for
recognising the income had not been met by 31 March 2026. This amount has therefore been held on
the Balance Sheet as receipts in advance and has not been recognised as income in the Comprehensive
Income and Expenditure Statement for 2025/26.

19. Agency Services

During 2025/26, the Authority acted as an agent in respect of certain grant funding received from
central government and passported to local authorities. Where the Authority acted only as agent, the
grant income received and corresponding payments made have not been recognised in the
Comprehensive Income and Expenditure Statement. The table below shows the amounts received and
passported during the year and the split of payments by recipient authority.

Grant Income

Passported

Grant / Funding Stream Received £000 |Payments £000 Net £000

UKSPF Revenue 16,757 16,757 -
UKSPF Capital 2,915 2,915 -
Rural Prosperity Fund / REPF 462 462 -
Local Transport Grant - Capital 34,945 34,945 -
Local Transport Grant - Revenue 1,349 1,349 -
Integrated Transport Block - Capital 9,269 9,269 -
Levy Funding - Transport 590 590 -
Highways Maintenance Grant 26,518 26,518

|Tota| agency / passported grants 92,805 92,805 0

Total
Recipient authority BLE: /A Transport passported
£000 grants £000
£000

Lancashire County Council - 52,092 52,092
Blackpool Council 2,586 10,305 12,891
Blackburn with Darwen Borough Council 2,787 10,274 13,061
Burnley Borough Council 1,638 - 1,638
Chorley Borough Council 1,487 - 1,487
Fylde Borough Council 858 - 858
Hyndburn Borough Council 1,383 - 1,383
Lancaster City Council 1,868 - 1,868
Pendle Borough Council 1,703 - 1,703
Preston City Council 2,463 - 2,463
Ribble Valley Borough Council 384 - 384
Rossendale Borough Council 429 - 429
South Ribble Borough Council 1,093 - 1,093
West Lancashire Borough Council 757 - 757
Wyre Council 698 - 698
|Tota| passported to authorities 20,134 72,671 92,805

20. Related Parties

The Authority is required to disclose material transactions with related parties. Related parties are
individuals or organisations that have the ability to control or influence the Authority, or which the
Authority can control or influence.

During 2025/26, the Authority had related party relationships with central government, its constituent
authorities and other local authorities within the Lancashire area.
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Central Government

Central government has significant influence over the Authority through the provision of grant
funding and the statutory framework within which the Authority operates. During 2025/26, the
Authority recognised £0.890m of grant income within the CIES. This related to funding retained by
the Authority and recognised within Taxation and Non-Specific Grant Income.

Grant/Funding 2025/26 CIES Line
£000

MHCLG Funding 750 Taxation and Non-Specific Grant
Income

NI Grant 140 Taxation and Non-Specific Grant
Income

Total grant income recognised in 890

CIES

In addition, £0.100m of Get Britain Working funding was held as receipts in advance at 31 March 2026.
This has not been recognised as grant income in the CIES during 2025/26.

Constituent Authorities

The Authority’s constituent authorities are Lancashire County Council, Blackpool Council and
Blackburn with Darwen Borough Council. These authorities are related parties due to their role in the
governance, establishment and operation of the Authority.

During 2025/26, the constituent authorities provided services to the Authority in kind. These services
included support for finance, legal, democratic services, governance, risk management,
communications, ICT, HR, payroll, procurement, internal audit, information governance and statutory
officer roles. The value of services provided in kind has been recognised as both gross expenditure and
matching income in the CIES, with no net impact on the Authority’s surplus or reserves.

Provider 2025/26 .Support 2025/ ?6 Statutory 2025/26 Total
Services Officer Roles
£000 £000 £000

Lancashire County Council 264 83 347
Blackpool Council 106 43 149
BIackb_urn with Darwen Borough 161 47 208
Council

Total Services Provided in Kind 531 173 704
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During 2025/26, the Authority acted as an agent in respect of certain grant funding received from
central government and passported to other local authorities. Where the Authority acted only as
agent, the grant income received and corresponding payments made have not been recognised in

the CIES.

. Grant income received
Grant / funding stream

£000
UKSPF Revenue 16,757
UKSPF Capital 2,915
Rural Prosperity Fund / REPF 462
Local Transport Grant - Capital 34,945
Local Transport Grant - Revenue 1,349
Integrated Transport Block - Capital 9,269
Levy Funding - Transport 590
Highways Maintenance Grant 26,518
Total agency / passported grants 92,805

Passported payments £000

16,757
2,915
462
34,945
1,349
9,269
590
26,518
92,805

Net £000

The passported payments were made to authorities within the Lancashire area, including the

Authority’s constituent authorities and district councils.

Recipient authority UKSPF / REPF £000
Lancashire County Council -
Blackpool Council 2,586
Blackburn with Darwen Borough Council 2,787
Other Lancashire district councils 14,761
Total passported to authorities 20,134

Staff and Officers

Transport grants £000

52,092
10,305
10,274

72,671

Total passported £000

52,092
12,891
13,061
14,761
92,805,

The Authority did not directly employ staff during 2025/26. Senior officer and statutory officer support
was provided either through the constituent authorities and is included within the services provided
in kind disclosure above or was via secondment with the costs reflected in the expenditure and funding

analysis.

21. Nature and Extent of Risks Arising from Financial Instruments

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

e  Credit risk — the possibility that other parties might fail to pay amounts due to the Authority.

e Liquidity risk — the possibility that the Authority might not have funds available to meet its

commitments to make payments; and

e Market risk - the possibility that financial loss might arise for the Authority because of changes

in such measures as interest rates movements.
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The Authority’s overall risk management arrangements seek to manage the risks arising from financial
instruments and to minimize any potential adverse impact on resources available to support the
Authority’s activities. These arrangements are operated in accordance with the Authority’s approved
treasury management and financial management framework, with support from finance officers and
the Authority’s constituent authorities where appropriate. The framework covers key areas including
credit risk, liquidity risk, interest rate risk and the management of surplus cash and investments.

Credit risk

Credit risk arises from deposits with banks and financial institutions, as well as from amounts owed to
the Authority by third parties.

The Authority’s exposure to credit risk is managed through its treasury management and financial
management arrangements, which seek to ensure that cash and investments are only held with
appropriate counterparties and that balances due to the Authority are regularly monitored. Where
treasury management activity is undertaken on behalf of the Authority, this is supported by the
relevant finance officers and treasury management arrangements of the constituent authorities.

At 31 March 2026, the Authority’s main exposure to credit risk related to its cash and temporary
investment balances, together with short-term financial debtors. The Authority held current
investments of £11.204m, cash and cash equivalents of £0.194m and short-term financial debtors of
£0.656m. The maximum exposure to credit risk at the Balance Sheet date was therefore £12.054m.

There was no evidence at 31 March 2026 that any material balances were unlikely to be recovered,
and no impairment allowance has been recognised in the accounts.

The Authority had no exposure to complex financial instruments, long-term investments, derivatives
or foreign currency balances at the year end.

Liquidity risk

The Authority has arrangements in place to monitor and manage its cash flow to ensure that sufficient
funds are available to meet its liabilities as they fall due. The Authority is primarily funded through
grants and contributions, with expenditure managed in line with approved budgets and available
resources. Where short-term cash flow timing differences arise, these would be managed through the
Authority’s approved financial and treasury management arrangements. There is no significant risk
that the Authority will be unable to meet its commitments under financial instruments.

Market risk
Interest rate risk

The Authority is exposed to risk in terms of its exposure to interest rate movements on its investments.
Movements in interest rates have a complex impact on the CCA. For instance, a rise in interest rates
would have the following effects:

o investments at variable rates — the interest income credited to the Surplus or Deficit on the
Provision of Service will rise.

o investments at fixed rates — the fair value of the assets will fall.

The Authority manages its exposure to interest rate risk through its treasury management
arrangements. The CCA’s exposure primarily relates to cash balances and short-term investments,
where changes in interest rates may impact the level of investment income recognised in the
Comprehensive Income and Expenditure Statement. The Authority seeks to manage this risk by
considering the security, liquidity and yield of investments, in line with its approved treasury
management strategy.
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Interest rate forecasts and market conditions are monitored as part of the Authority’s treasury
management processes and are considered when setting budgets and reviewing financial
performance during the year. Any significant adverse movements in interest rates would be reflected
through budget monitoring and, where necessary, incorporated into updated forecasts.

The Authority does not currently have significant exposure to variable rate borrowing. Therefore, the
main financial impact of a 1% movement in interest rates would be on investment income receivable.
If interest rates had been 1% higher, with all other variables held constant, the impact on the financial
statements would have been limited to the effect on the Authority’s variable rate and short-term
investment balances held during the year.

Foreign Exchange Risk

The Authority has no financial assets or liabilities denominated in foreign currencies and thus has no
exposure to loss arising from movements in exchange rates.
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Section 6

Glossary of Terms
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Glossary of Terms

Accruals
The recognition of income and expenditure in the period to which they relate, rather than when
cash is received or paid.

Accounting Policies
The specific principles, bases and practices applied by the Authority in preparing and presenting the
financial statements.

Advisory Boards
Groups that provide expertise and strategic guidance to support the Authority’s decision-making
across key policy areas.

Assets
Resources controlled by the Authority from which future economic benefits or service potential are
expected to flow.

Balance Sheet
A statement showing the Authority’s financial position at the end of the financial year, including
assets, liabilities and reserves.

Borrowing
Money raised to finance capital expenditure, typically through loans from the Public Works Loan
Board or other sources.

Budget
An estimate of income and expenditure for a set period.

Capital Expenditure
Spending on assets that will provide benefits to the Authority for more than one financial year.

Capital Receipts
Income received from the sale of assets which can be used to fund capital expenditure or repay
debt.

Cash and Cash Equivalents
Cash held by the Authority and short-term investments that are readily convertible to known
amounts of cash.

Cash Flow Statement
A statement showing the inflows and outflows of cash during the year, classified into operating,
investing and financing activities.

Combined County Authority (CCA)
A statutory body established to bring together local authorities to exercise devolved powers and
responsibilities across a wider geographic area.

Comprehensive Income and Expenditure Statement (CIES)

A statement showing the accounting cost of providing services during the year, in accordance with
proper accounting practices.
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Constituent Authorities
The local authorities that form part of the Combined County Authority. For LCCA these are Blackburn
with Darwen Borough Council, Blackpool Council and Lancashire County Council.

Contingent Liability
A potential obligation that may arise depending on the outcome of a future event.

Contingent Asset
A potential asset that may arise depending on the outcome of a future event.

Creditors
Amounts owed by the Authority to other parties.

Debtors
Amounts owed to the Authority by other parties.

Devolution
The transfer of powers, funding and decision-making from central government to local or regional
authorities.

Expenditure and Funding Analysis (EFA)
A statement that shows how annual expenditure is used and funded from resources compared to
how it is reported in the financial statements.

Fair Value
The price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants.

Financial Instruments
Contracts that give rise to a financial asset of one entity and a financial liability or equity instrument
of another.

General Fund Balance
The main revenue account of the Authority used to fund day-to-day services.

Going Concern
The assumption that the Authority will continue to operate for the foreseeable future.

Government Grants
Financial contributions from central government or other organisations to support the Authority’s
activities.

Growth Plan (Lancashire Growth Plan)
The strategic framework setting out long-term economic priorities and investment plans across

Lancashire.

Investing Activities
Cash flows relating to the acquisition and disposal of long-term assets and investments.

Liabilities
Obligations of the Authority to transfer economic benefits to other parties.
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Movement in Reserves Statement (MIRS)
A statement showing the movement in reserves during the year and how they are affected by
financial performance.

Operating Activities
The principal activities of the Authority in delivering services.

Outturn
The actual income and expenditure recorded at the end of the financial year.

Reserves
Funds set aside for specific purposes or to manage financial risks and uncertainties.

Revenue Expenditure
Day-to-day spending on services, including employee costs, supplies and services.

Section 33 VAT Recovery
A provision allowing certain public bodies to reclaim VAT on eligible expenditure.

Spatial Development Strategy (SDS)
A statutory plan setting out how land will be used and developed across Lancashire.

Statutory Adjustments
Adjustments required by legislation to reconcile accounting results to the amounts chargeable for

funding purposes.

Transport Plan (Lancashire Transport Plan)
The strategic plan for transport infrastructure and connectivity across Lancashire.

Usable Reserves
Reserves that can be used to fund expenditure or reduce future costs.

Value for Money (VfM)
The principle of securing the best possible outcomes from the resources available.
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