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Introduction to the Statement of Accounts

The Accounts and Audit Regulations 2015 require the Council to produce a Statement of Accounts
for each financial year.

This Statement of Accounts has been prepared in accordance with the Code of Practice on Local
Authority Accounting in the United Kingdom 2018/19 (The Code), which is based on International
Financial reporting Standards.

The Statement of Accounts contains a number of sections and statements and these are explained

below:

Page Error! Bookmark not defined. The Independent Auditor's Report — This gives the

Page 10

Page 45

Page 118

auditor’'s opinion of the financial statements and of the Council’'s arrangements for
securing economy, efficiency and effectiveness in the use of its resources.

Narrative Report of the Chief Finance Officer - The purpose of the narrative report is
to give the reader an understanding of the most significant matters reported in the
accounting statements, as well as a review of the Council’s financial performance and
economy, efficiency and effectiveness in its use of resources over the financial year.

Statement of Responsibilities for the Statement of Accounts — This summarises the
responsibilities of the Council and the Chief Finance Officer in relation to the Statement
of Accounts.

The Annual Governance Statement — The Council is required to conduct an annual
review of the effectiveness of its system of corporate governance and to publish a
statement on the adequacy of the system with its annual accounts. This statement is
referred to as the Annual Governance Statement (AGS). The AGS explains our
governance arrangements, the review of the governance framework against the Local
Code of Governance and future plans to improve and strengthen the governance
environment.



o Grant Thornton

Independent auditor’s report to the members of Chorley
Borough Council

Report on the Audit of the Financial Statements

Opinion

We hawve audited the financial statements of Chorey Borough Council (the "Authority’) for the year
ended 31 March 2018 which comprise the Comprehensive Income and Expenditure Statement, the
Movement in Reserves Statement, the Balance Sheet, the Cash Flow Statement, the Collection Fund
Statement and notes to the financial statements, including a summary of significant accounting policies.
The financial reporting framework that has been applied in their preparation is applicable law and the
CIPFA/LASAAC code of practice on local authority accounting im the United Kingdom 201871 9.

In our opinicn, the financial statements:

* give a true and fair view of the financial position of the Authority as at 31 March 2012 and of its
expenditure and imcome for the year then ended;

* have been prepared propery in accordance with the CIPFA/LASAAC code of practice on local
authority accounting in the United Kingdom 2018/198; and

* hawe been prepared in accordance with the requirements of the Local Audit and Accountability Act
2014

Basis for opinion

We conducted our audit in accordance with Intemational Standards on Auditing (UK (ISAs (UK} and
applicable law. Our responsibilities under those standards are further descrbed in the “Auditor’s
responsibilities for the audit of the financial statements” section of our report. We are independent of the
Authorty in accordance with the ethical requirements that are relevant to our audit of the financial
statements in the UK, including the FRC's Ethical Standard., and we hawve fulfiled our other ethical
responsibilities in accordance with these reguirements. We believe that the audit evidence we have
cbtaimed is suficient and appropriate to provide a basis for our cpinion.

Conclusions relating to going concern

We hawve nothing to report in respect of the following matters in relation to which the 15As (UK) require
us to report to you where:

* the Chief Financial Officer's use of the going concem basis of accounting in the preparation of the
financial statements is not appropriate; or

+ the Chief Financial Officer has not disclosed in the financial statements any identified maternal
uncertainties that may cast significant doubt about the Authority’s ability to continue to adopt the
going concem basis of accounting for a perod of at least twehee months from the date when the
fimancial statements are authorsed for issues.

Zrther imformation

The Chief Financial Officer is responsible for the other information. The other information comprises the
information included in the Statement of Accounts, the Narmative Report and the Anmual Govemance
Statement other than the financial statements and our auditor's report thereon. Cur opinion on the
financial statements does not cover the other information and, except to the extent otherwise explicitly
stated in our report, we do not express any form of assuramce conclusion therson.

In comnection with our audit of the financial statements, ocur responsibility is to read the other information
and, in doing so, consider whether the aother information is materally inconsistent with the financial
statements or our kmowledge of the Authority obtained in the audit or otherwise appears to be maternally
misstated. If we identify such material incomsistencies or apparent material misstatements, we are
required to determine whether there is a material misstatement in the financial statements or a material
misstatement of the cther information. If, based on the work we have performed, we conclude that there
is a material misstatement of this cther information. we are required to report that fact.
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We have nothing fo report in this regard.

Cther information we are required to report on by exception under the Code of Audit Practice

Under the Code of Audit Practice published by the Mational Audit Office on behalf of the Comptraller
and Auditor General (the Code of Audit Practice) we are required o consider whether the Annual
Gowemance Statement does not comply with the "Delivering Good Govemance in Local Government
Framewaork (2018} published by CIPFA and SOLACE or is misleadimg or inconsistant with the
imformation of which we are sware from cur audit. We are not required to consider whether the Anmual
Gowernance Staternent addresses all risks and contrals or that risks are satisfactorily addressed by
imternal controls.

We have nothing fo report in this regard.

Opinion on other matter required by the Code of Audit Practice

In our opinion, based on the work undertaken in the course of the audit of the financial statements and
our knowledge of the Autharity gained through cur work in relation to the Awthority's ammangements for
securing economy, efficiency and effectiveness in its use of resources, the other information published
together with the financial statements in the Statement of Accounts, the Marmative Report and the
Annual Govemnance Statement and the Annual Report for the financial year for which the financial
statements are prepared is consistent with the fimancial statements.

Matters on which we are required to report by exception
Under the Code of Audit Practice, we are required to report fo you if:

* we issue a report in the public interest under section 24 of the Local Audit and Accountability Act
2014 im the course of, or at the conclusion of the audit; or

& we make s writen recommendation to the Authority under section 24 of the Local Audit and
Accountability Act 2014 in the course of, or at the conclusion of the audit; or

* we make an application to the court for a declaration that an tem of account is contrary to law under
Section 28 of the Local Audit and Accountability Act 2014 in the course of, or at the conclusion of the
audit; or;

* we issue an advisory notice under Section 29 of the Local Audit and Accountability Act 2014 in the
course of, or at the conclusion of the audit; or

» we make an application for judicial review under Section 31 of the Local Audit and Accountability Act
2014, in the course of, or at the conclusion of the audit.

We have nothing fo report in respect of the above matters.

Responsibilities of the Authority, the Chief Financial Officer and Those Charged with
Governance for the financial statements

Az explained maore fully in the Statement of Responsibilities set cut on page 41, the Authonty is required
to make arrangements for the proper administration of its financial affairs and to secure that one of its
cfficers has the responsibility for the administration of thase affairs. In this authority, that officer is the
Chief Financial Officer. The Chief Financial Officer is responsible for the preparation of the Statement of
Accounts, which includes the financial statements, in accordance with proper practices as set out in the
CIPFA/LASAAC code of practice on local authority accounting inm the United Kingdom 20181 8, for being
satisfied that they give a true and fair view, and for such intermal control as the Chief Financial Officer
determines is necessary to enable the preparation of financial statements that are free from materal
misstatement, whether due to fraud or error.

In preparing the financial statements, the Chief Financial Officer is responsible for assessing the
Authority’s ability to continue as a going concem, disclosing, as applicable, matters related to going
concem and using the going concem basis of accounting unless there is an intention by govermment
that the services provided by the Authority will no longer be provided.

The Governance Commitiee is Those Charged with Govemance. Those charged with governance are
responsible for oversesing the Authority’s fimancial reporting process.
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We hawe nothing to report in this regard.

Other information we are required to report on by exception under the Code of Audit Practice

Under the Code of Audit Practice published by the Mational Audit Office om behalf of the Comptroller
and Auditor General {the Code of Audit PFractice) we are required to consider whether the Annual
Govemanoce Statement does not comply with the "Delivering Good Govemance in Local Government
Framework {2018} published by CIFFA and SOLACE or is misleading or inconsistent with the
information of which we are aware from ocur audit. We are not required to consider whether the Annual
Govemance Statement addresses all risks and controls or that risks are satisfactorily addressed by
imtermal controls.

We hawe nothing o report in this regard.

Dpimion on other matter required by the Code of Audit Practice

In owr opinicn, based on the work undertaken in the course of the audit of the financial statements and
ocur knowledge of the Authority gained through cur work in relation to the Awthority's ammangements for
securing economy, efficiency and effectiveness in its use of resources, the other information published
together with the financial staterments in the Statement of Accounts, the Mammative Report and the
Annual Govemancs Staterment and the Annual Report for the fimancial year for which the financial
statements are prepared is consistent with the financial statements.

Matters om which we are required to report by exception
Under the Code of Audit Practice, we are required to report to you it

* we issue a report in the public interest under section 24 of the Local Audit and Accountability Act
2014 im the course of, or at the conclusion of the audit; or

» we make a written recommendation to the Authority under section 24 of the Local Audit and
Accountability Act 2014 in the course of, or at the conclusion of the audit; or

» we make an application to the court for a declaration that an item of account is contrary to law under
Section 28 of the Local Audit and Accountability Act 2014 in the course of, or at the conclusion of the
audit; or;

*  we issue an advisory notice under Section 28 of the Local Audit and Accountability Act 2014 in the
course of, or at the conclusion of the audit; or

» we make an application for judicial review under Section 31 of the Local Audit and Accountability Act
2014, in the course of, or at the conclusion of the audit.

We hawe nothing to report in respect of the above matters.

Responsibilities of the Authority, the Chief Financial Officer and Those Charged with
Gowvernance for the financial statements

As explained more fully in the Statement of Responsibiliies set out on page 41, the Authorty is reguired
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 authorty, that officer is the
Chief Financial Officer. The Chief Financial Officer is responsible for the preparation of the Statement of
Accounts, which includes the fimancial statements, in accordance with proper practices as set out in the
CIFFAMLASAAC code of practice on local authority accounting in the United Kingdom 201818, for being
satisfied that they give a true and fair view, and for such intemal contrel as the Chief Financial Officer
determines is necessary to enable the preparation of fimancial statements that are free from maternial
misstatement, whether due to fraud or error.

In preparing the fimancial statements, the Chief Financial Officer is responsible for assessing the
Authority’s ability fo continue as a going concem, disclosing, as applicable, matters related to going
concem and using the going comncem basis of accounting unless there is an intemtion by gowernment
that the services provided by the Authority will no longer be provided.

The Governance Committee is Those Charged with Govemance. Those charged with governance are
responsible for overseeing the Authority’s fimnancial reporting process.



o Grant Thornton

Auditor's responsibilities for the awdit of the financial statements

Cur chjectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or emor, and to issue an auditor's report that
includes our opinion. Reasonable assurance is a high lesel of assurance, but is not a guarantee that an
audit conduwcted in accordance with 15As (UK) will always detect a material misstaternent when it exists.
Misstatements can arse from frawd or emor and are considered material if, individually or in the
aggregate. they could reasonably be expected to influence the economic decisions of users taken on
the basis of these financial staternents.

A further descripion of cur responsibiites for the audit of the financial statements is located on the
Fmancial Reporting Council's website at woww. fre.org ukiauditorsresponsibilities. This description forms
part of cur auditor's report.

Report on other legal and regulatory requirements - Conclusion on the
Authority’s arrangements for securing economy, efficiency and
effectiveness in its use of resources

Conclusion

On the basis of our work, having regard to the guidance on the specified crtenion isswed by the
Comptroller and Auditor General in Movember 2017, we are satisfied that the Authority put in place
proper arrangements for secunng economy, efficency and effectiveness in its use of resources for the
year ended 31 March 2018,

Responsibilities of the Authority

The Authority is responsitle for putting n place proper armmangements for securing economy, efficiency
and effectivensss in its use of resources, to ensure proper stewardship and govemance, and to review
regulary the adequacy and effectivensss of these arrangements.

Auditor’s responsibilities for the review of the Authority’'s armrangements for securing economy,
efficiency and effectiveness in its use of resources

We are required under Section 20{1)(c) of the Local Awdit and Accountability Act 2014 to be satisfied
that the Authority has made proper amangements for securing economy, efficiency and effectiveness in
its use of resources. We are not required to consider. nor have we considered, whether all aspects of
the Authority's arrangements for secunng economy. efficency and effectiveness i its use of resources
are operating effectively.

We hawve undertaken our review in accordance with the Code of Audit Practice. having regard to the
guidance on the specified criterion issued by the Comptroller and Auditor General m Movemnber 2017, as
to whether in all significant respects the Authority had proper arrangements to ensure it took properly
informed decisions and deployed resources to achieve planned and sustainable outcomes for taxpayers
and local people. The Comptroller and Auditor General determined this criterion as that necessary for us
to consider under the Code of Audit Practice in satisfying ourselves whether the Authority put in place
proper arrangements for secunng economy, efficency and effectiveness in its use of resources for the
year ended 31 March 2018,

We planned our work in accordance with the Code of Audit Practice. Based on our risk assessment, we
undertzok such work as we considered necessary to be satisfied that the Authornty has put in place
proper arrangements for securing economy, efficiency and effectiveness in its use of resources.

Report on other legal and regulatory requirements - Certificate

We certify that we have completed the audit of the financial statements of Chorley Borough Council in
accordance with the requirements of the Local Audit and Accountability Act 2014 and the Code of Audit
Practice.

Use of our report

This report s made solely to the members of the Authority, as a body, in accordance with Part 5 of the
Local Audit and Accountability Act 2014 and as set out in paragraph 43 of the Staternent of
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Responsibilties of Auditors and Awdited Bodies published by Public Sector Awdit Appointments Limited.
Cwr audit work has been undertaken so that we might state to the Authority's members those matters
we are required to state to them in an auditor’s report and for no other purpose. To the fullest extent
permited by law, we do not accept or assume responsibility to anyone other than the Authority and the
Authonity’s members as a body, for our sudit work, for this report, or for the opinions we have formed.

Mark Heap

Mark Heap, Key Audit Partner
for and on behalf of Grant Thomton UK LLP, Local Auditor

Manchester

21 July 2018



Narrative Report of the Chief Financial Officer

Introduction

Throughout this document, Chorley Borough Council may be referred to as
the Council or the Authority.

This Statement of Accounts presents the financial results of the Council’s
activities for the year ended 31 March 2019 and provides a picture of the
Council’s overall financial position as at that date. The accounts have been
prepared in accordance with the Code of Practice on Local Authority
Accounting in the United Kingdom 2018/19.

The purpose of the narrative report is to give the reader an understanding

of the most significant matters reported in the accounting statements, as | Gary Hall BA CPFA
well as a review of the Council’s financial performance and economy, | Chief Finance Officer
efficiency and effectiveness in its use of resources over the financial year.

The narrative report is structured as follows:

o Key facts about Chorley Borough and Chorley Borough Council

o Chorley Council Corporate Strategy, its achievements, future projects, performance and
risks

The Structure of the Council

Context for 2018/19 Accounts

Financial Performance in 2018/19

Looking ahead to the future including the challenges and opportunities facing Chorley
Council
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KEY FACTS ABOUT

CHORLEY

Chorley's population Chorley is a borough It is estimated that between 2014 There are approximately
of 114,000 mostly covering 205 square and 2039 the population of Chorley 49,000 Households

live in urban areas kilometres will increase by 18.1%, the highest ~ within the borough of
predicted growth rate across Chorley
Lancashire

Chorley Borough is located in Lancashire at the centre of the North West region, situated
on the Mé1, Mé and Mé5 motorways with easy access to the West Coast mainline and
airports at Manchester and Liverpool. These good links make it an attractive area to live in
for people working across the North West, and this is reflected in its population, which is
steadily expanding.

The borough of Cherley consists of 20

wards represented by 47 elected
councillors and a member of
parliament

CHORLEY BOROUGH COUNCIL

Chorley Borough There are 47 Chorley is a labour led
Council consists of Councillors within the council with an Administration
four directorates Borough of Chorley Electorate of 85,575



CHORLEY BOROUGH COUNCIL CORPORATE STRATEGY

The overall aim of the Medium Term Financial Strategy (MTFS) is to identify resources to meet the
objectives, targets and measures contained in the Corporate Strategy. The Corporate Strategy vision
and our strands of focus are set out below:

SR S — Involving residents in
S ok mg S improving their local area
and equality of access for all

A strong local economy

The delivery of the Corporate Strategy is supported through a series of key projects and service level
projects contained within the business plans. In each case, the resources required to deliver the
projects and plans were broadly developed through the business planning process, and resources
identified during the budget planning process.

The Corporate Strategy for 2018/19 was approved by Council in November 2018. It includes 12 key
projects, with a particular focus on delivering some of the large scale, ambitious schemes that will
have a significant impact on local outcomes. Key performance measures for each service have been
set so that targets remain challenging and reflective of the Council’s ambitions.

The following pages outline the council’s achievements in 2018/19 against the delivery of the
Corporate Strategy and key performance indicators up to the end of 2018/19.
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The Chorley Public Service Reform partnership continues to lead the way in developing
effective and sustainable public services that will meet the needs of our residents in years to

come. We have developed a new system to support referrals between services and continue Chorley Public
to deliver the model for locality working through the integrated referral hub to support gfg‘é‘é‘emﬁgmm

vulnerable adults, children and families which has delivered better outcomes for individuals,
more effective use of resources and reduced duplication.

To date we have committed over £600k to protect vital services which were at risk due to
county wide cuts, including local and rural bus routes to ensure residents have good access
to transport links. We will also invest over £130k to continue modernising our streetscene
services and this year we have delivered an improved grass cutting service with an average
of 93% of all works completed on time and 84% of residents satisfied with their
neighbourhood.

We will continue to transform the way in which the council delivers services to achieve a more
operationally efficient organisation that can continue to meet the needs of residents through quality
services and achieve savings of £400k by reviewing our major contracts and generate and additional
£800k per year net income through investment within the borough.

We will continue to modernise our streetscene services and will continue to invest to deliver an improved
street cleaning and litter bin emptying service.

In 2019/20 we will invest £70k in the Chorley Public Service Reform Partnership to develop new,
innovative ways of working. We will continue to work closely with our partners to progress two
workstreams around economic reform and leadership and development in public services and will conduct
a review of our current partnership working arrangements to ensure that the organisation has a fit for
purpose approach to achieve future priorities.

13



Involving residents in improving their local area and
equality of access for all

OUR ACHIEVEMENTS

This year we have committed £200k towards making significant improvements to Astley Hall and
park to further enhance both as visitor destinations and support the future ambitions, this has
included, £80k to deliver improvements to Hallgate car park which has created 21 additional car
parking spaces enabling more visitors and up to £100k to deliver the Garden of Reflection. This
commemorated 100 years since the end of WW1 and provides a covered performance area with
seating and a stone carving of a soldier.

This year we have invested £60k in digital inclusion to support residents in gaining the skills and
resources to access more services online. This investment has enabled 1,057 residents to have
accessed digital skills courses, delivered 60 digital courses including 15 new courses and created 7
new digital access points.

We have also invested £50k in the neighbourhood priority projects which were identified by the
community to improve their local neighbourhoods.
LOOKING AHEAD

We will invest to further improve digital inclusion across the borough through making significant
improvements to our website to enable residents to access services easier online, delivering more
targeted work around digitally excluded groups with basic online and digital skills training to specific
and deliver more digital access points in rural areas.

We will continue to build stronger, healthier and more cohesive communities developing a framework to
better understand the needs of our communities and inform how we better target our work in areas
where it will have the most impact. This evidence base and framework will help support communities to
help themselves and reduce pressure and demand on wider public services.

We will invest £1.750m in Astley Hall and Park to make vital conservation works, improve the visitor
experience and deliver attractions to help make the Hall and Park more financially sustainable.

14



A strong local economy

OUR ACHIEVEMENTS .

This year we have invested £3.7m to deliver enabling works for the Market Walk Extension,
town centre improvements such as the PALS memorial refurbishment and creating an
additional 199 car parking spaces across the town centre. All of this work is in preparation for
the final build phase to begin in 2019 which will deliver the extension to the Market Walk
Shopping Centre which already generates £900k net income to the Council.

This year we have invested £38k in our project to help people overcome barriers to
employment, this has enabled 125 residents to be referred the employability provision which
provides intensive one to one support and training, 28 residents to source 8-week work
experience placements and 33 residents to secure paid employment.

We have continued to provide multiple events for the residents of Chorley throughout the year
and this year these events have brought over 65,000 visitors to the borough.

LOOKING AHEAD

We will continue to contribute to the strong local economy through investing £8.1m in the
delivery of the joint ERDF funded Digital Office Park. The Digital Office Park will provide state
of the art digital office accommodation for digital businesses and will provide bespoke digital
office space, start up accommodation and events and training space. This new development
will put both Chorley and Lancashire at the centre of the expanding digital economy and will
bring new businesses to the area providing vital high value jobs in the borough.

We will continue to drive forward economic growth in the borough through progressing a
number of key sites that have been identified as suitable for employment and to attract inward
investment. Chorley Council will invest over £700k to develop planning applications, master
planning, ecological works and site preparations to enable these sites to be offered to
businesses for development.

15



This year we have invested £100k in the Chorley Youth Zone which opened in 2018/19. The
Youth Zone provides the young people of Chorley with world class facilities which includes a
football kick pitch, a sports hall, a climbing wall, performing arts suites, a radio suite, boxing
ring, arts and crafts facilities, a fitness centre, film and multimedia suite, a restaurant, kitchen
and health and wellbeing activities. This state-of-the-art facility, close to the town centre and
local transport connections provides high quality, diversionary and wellbeing activities for
Chorley’s young people.

We have developed a housing strategy which sets out the council’s ambitions to ensure that
everyone living in the borough has access to the high quality accommodation that they need,
to improve resident’s lives and reduce demand on public services. It sets out an action plan
of delivery for the next year against each of the priorities.

We will be investing over £3m in improvements to the playing pitches across the borough as
part of the wider Parks, Open Space and Play Pitch Strategy. This will deliver improved
drainage, new changing facilities, improved pathways and improved car parking facilities; all of
which will create more accessible sports facilities and an increased sporting offer for the
residents of Chorley. The majority of this will be funded through developer contributions.

Chorley Council has invested £10m, £4m grant funded, to build Primrose Gardens Retirement
Village, which will deliver an exciting new living space in Chorley for those aged 55 and above.
The build for this project is now complete, with occupation to begin in 2019/20. This flagship,
highlight quality purpose built accommodation is ideally located and will provide a unique,
modern space for residents so that they can live independently, integrate with the local
community and gain access to support and care when needed.
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Performance of Corporate Strategy Key Measures — 2018/19

The Corporate Strategy includes key measures to make it possible to monitor progress towards
achieving priorities and long-term outcomes, the measures were selected to demonstrate the
progress made in achieving the ambitions of the council. Performance at quarter four 2018/19 was
good, with most indicators performing above target. Areas of underperformance are generally where
more challenging targets have been set and where there are significant external influences.

* Performance is better ® Worse than target but A Worse than target, outside
than target within threshold threshold
: : Performance
Indicator Name Polarity | Target Quarter 4 Symbol

% service requests received online Bfgtgrls 20% 33.2% *

% customers dissatisfied with the service they [Smaller is o o

have received from the council better 20% 17.71% *

The number of visits to Council's leisure Bigger is .

contres better | L Million | 1,194,833 ) ¢

Number of community groups supported and Bigger is

developed by the Council better 5 104 *

Number of affordable homes delivered B'&gtfér's 100 202 *

Number of long term empty properties in the Smaller is

borough better 170 146 *

Number of parks, open spaces and playing Bigger is 8 29 *

pitches improved linked to strategy delivery better

o . . . .

% of the population with NVQ level 3 and Bigger is 5704 59.9% *

above better

Number of people who have successfully Bigger is

completed basic digital skills training petter | 00 341 *

Number of visits to Astley Hall Park and Bigger is 40,000 47688 *

Complex better

Overall employment rate Bigger is 80% 87.8% *
better

Number of projected jobs created through Bigger is 120 77 A

Chorley Council support or intervention better

The % of 16-17 year olds who are not in Smaller is o 0

education, employment or training (NEET) better 3% 2.9% *

Growth in business rate base Blbgger IS 1% -0.13% A

etter

Median workplace earnings better than the Bigger is

North West average better £529.60 £488.60 A

Percentage increase in visitor numbers Blggzr's 2% 1.5% A
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For those performance indicators that are worse than the target performance, the following reasons
and action plans will be proposed to Executive Cabinet in June 2019:

Performance Indicator Target Performance
A Numbgr of prOJecte'd jobs crgated through Chorley 120 77
Council support or intervention

The number of projected jobs created through Chorley Council’s support or intervention
is lower than anticipated this quarter due to a range of factors.

Firstly, the current offer for businesses which is the Choose Chorley grant (offered to
businesses relocating into the borough and bringing 20+ sustainable jobs in 18
months) and the BIG grant (supporting existing business expansion and creating jobs

FE)eeellievn through gr_ow.th).to ince_nt?vise job _cregti_o_n has specific' criteria for eligibility and the
target currgnt criteria is restrictive and is limiting more businesses to access the grant
funding.
Secondly, there were vacancies within the Business Support team during quarters two
and three, this reduction in resource impacted on the organisation of business events
and the development of relationships with local businesses, both of which help to
generate grant enquiries and ultimately create new jobs.
Activity has focussed on reviewing the criteria for the grants, the Choose Chorley grant
and the BIG grant which feed into this indicator, to ensure that the criteria enables the
grants to be more accessible to the right types of businesses. This is currently being
Action | progressed and will be reported to Executive Cabinet for approval in June 2019.
required

In addition to this, Strawberry Fields Digital Hub has completed in quarter four, and it is
anticipated that the associated publicity and business space created will positively
impact job creation in Chorley.

Performance Indicator Target Performance

Growth in the business rate base 1% -0.13%

Reason
below
target

There is a constant variation in the NNDR rating list with new assessments, deletions
and changes to rateable values contributing towards the gross rateable value. The
deletion of 7 assessments, including The Pines, Oak House/Royal Oak and Calder
House, has contributed to a reduction in the gross rateable value of -0.13% in 2018-19.
These deleted properties had a total rateable value of £334,050. In addition 6
properties have benefitted from a significant reduction in their rateable value, with a
collective decrease of £239,200. If these assessments had remained unaltered in the
rating list the gross rateable value would have increased by 0.72% (£573,250) in 2018-
19.

Action
required

The weekly list of validated planning application is closely monitored so that the VOA
are promptly informed of new commercial assessments and potential increases in
existing NNDR rateable values. Construction of several new commercial developments
across the borough is well underway; these include the Market Walk Extension,
Strawberry Fields Digital Hub and Lidl supermarket with completion expected, and
therefore entry onto the NNDR rating list, in 2019-20. In addition the KFC Buckshaw
Village was recently completed and is pending assessment by the VOA. This
combination of new assessments is likely to result in a substantial increase in the gross
rateable value in 2019-20.
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Performance Indicator Target Performance

A

Median workplace earnings better than the North West
average

£529.60 £488.60

Reason
below
target

Performance shows that Median Workplace Earnings in Chorley are lower than the
regional and national average.

The earnings by residence is £598.70, which is higher than the North West average of
£529.60; this suggests that residents continue to commute outside the borough for
higher paid jobs.

Action
required

The council continues to incentivise and support the creation of jobs in higher paid
professional roles in line with the Chorley Skills Framework. We have also reinstated
the Chorley Skills Board through the Chorley Public Service Reform Partnership to
bring together key partners from higher education, training and private industry to
ensure that Chorley has a skilled workforce able to respond to future growth.

Performance Indicator Target Performance

A

Percentage increase in visitor numbers 2% 1.5%

Reason | The visitor number figure is dependent on a humber of factors so it is hard to identify a
below | single cause. Attendance at events has hit targets so it is related to the wider appeal of
target the borough - performance does compare well with other districts in Lancashire.

_ We are going to review our approach to tourism as part of the structural changes in the

AC“_On organisation and this will give us a new focus on what the borough's offer is and how

required | we communicate that with people.
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Strategic Risk Register

Risk management is a cornerstone of good corporate governance and the council has established a
system of risk management which involves the creation of risk registers at a strategic level, service
level and individual project levels.

Compiling the Strategic Risk Register requires a collective effort involving Senior Management Team
(SMT) to identify the key strategic risk issues facing the Council. The Strategic risk register is stored
and managed within the council’s risk management system GRACE. SMT are responsible for
identifying, owning monitoring and mitigating strategic risk including ensuring that any actions against
each risk are completed. The GRACE system also contains separate risk registers for individual
projects and service level risk registers owned and controlled by individual services managers and
project managers.

Good progress has been made over the last year with regards to the GRACE system and its use. All
strategic risks are now contained and embedded within the GRACE system and have been reviewed
to inform this latest position. Directors continue to own individual risks with actions being owned by
the most relevant Senior Officer within the organisation.

All strategic risks are stored on the GRACE system and are scored on a 4x4 matrix as outlined below:

Score Key
Major 4
4 8
Low Medium
Serious 3
3 B 9
Low Medium Medium
Minor 2
2 4 §] 8
Low Low Medium Medium
Insignificant 1
1 2 3 4
Low Low Low Low
1 2 3 4
Rarely —there  Unlikely- there Likely — Thereis a Highly likely -there
is a slight is a possibility strong possibility is little doubt that
possibility that the event that the event will the event will
that the event  will occur or occur or there is occur
will occur there is a history or regular
history of occurrence within
occasional the Authority
OCCUTTence
within the
authority
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The below table outlines the highest scoring risks on the Strategic Risk Register for 2019:

Risk

NO. Description of Risk

Failure to realise the value of large budget
R1 investments and achieve return
on investments

Failure to achieve desired outcomes through
R2 partnership working and deterioration in
relationships

Budget cuts in key public and third sector
R3 partners having a negative impact on local
level service delivery

Failure to optimise opportunities for new
ways of working and alternative business
models including options for income
generation

R4

Lack of resources to deliver the council’s
R5 priorities due to public sector funding cuts
(financial & staff capacity)

Failure to fully realise the benefits of new

R10 | technology and related impact on driving
organisational change
R15 Failure of existing shared service

arrangements

Current
Inherent Risk

55 x .
5 Key actions 2019/20
S g
O
Delivery of major capital projects and other investment
9 projects
(medium) | Development of Wholly Owned Company
Ongoing monitoring of investment projects
Delivery of year 3 of the Public Service Reform Partnership
6 Review the council’s approach to partnership working
(medium) | Build relationships with senior management in partner
organisations
Delivery of the Transformation Board forward plan
8 Refresh the Transformation Strategy
(medium) | Exploration of alternative sustainable delivery models for
services currently supported
Delivery of the MTFS through the Transformation Board
8 Explore alternative delivery models for development projects
(medium) | Develop an Income Generation Strategy
Peer review to consider the council’s business models
6 Annual corporate planning and budget setting process
(medium) Delivery of the Organisational Development Strategy
Delivery of the Senior Management Restructure
Delivery of accommodation review
6 Delivery of Streetscene Modernisation Strategy
(medium) | Continued roll out of Office 365
Delivery of tech talks
6 Review governance arrangements
(medium) | Review of Shared Assurance and Shared Financial Services

The majority of strategic risk levels have remained similar to 2018 as mitigating actions have ensured that the risks have been effectively managed

and have therefore not escalated across the year.
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The highest scoring risks outlined above continue to focus on delivering priorities, including new ways
of working such as partnership working to address the future budget deficit. There are significant
challenges facing the organisation within the coming year including budgetary pressures, the internal
senior management review as well as external changes, coupled with an ever-increasing demand for
our services. The council faces significant financial challenges as we move towards 2020/21 and
preparing for these challenges means the council must continue to transform the way it delivers
services to reduce costs and generate income.

The work of the Transformation Board continues to achieve the financial savings that need to be
made towards a sustainable operational and financial position, informing the corporate planning
process and is listed as a control/action measure against many of the highest scoring strategic risks.

The risk score for R1 ‘failure to realise the value of large budget investments and achieve return
on these investments’ continues to be the highest rated risk for the Council. This risk includes the
council’s investment into large scale commercial developments such as the Digital Office Park,
Market Walk and investment into key employment sites. All of which are key corporate projects for the
council. The need to see a return on this long-term investment to assist the Council in achieving a
sustainable financial position in future years means this risk continues to be high.

Risk R2 refers to failure to achieve desired outcomes through partnership working and
deterioration in relationships. Although established working relationships are in place (Public
Service Reform and Integrated Community Wellbeing Service) this risk continues to be rated as one
of the highest risks facing the council given the reliance we have on partnership working to support
our sustainability in light of reductions in government funding and to work effectively in partnership
with other organisations to provide joined up support for our most vulnerable residents. Work
continues to deliver established partnerships already in place and strong control measures are listed
to mitigate this risk over the coming months.

Risk R3, refers to budget cuts in key public and third sector partners having a negative impact
on local level service delivery. Despite strong controls and mitigating actions in place internally to
mitigate this risk, external financial pressures at both a national and county wide level still exist
meaning that this risk level is maintained. We continue to work with partners to ensure that we are
providing the most cost effective and sustainable solutions possible to sustain local services affected
by county level budget cuts.

Risk R4, “failure to optimise opportunities for new ways of working and alternative business
models including options for income generation’ remains at a high-risk rating for 2019. The work
of the Transformation Board continues to assess options for income generation and several actions
are planned over 2019/20 to reduce this risk level including the development of an Income
Generation Strategy, a peer review to consider the council’s business models and a refresh of the
Transformation Strategy to ensure it reflects the latest position and ambitions for the council.

This years’ review sees a decrease in the residual risk score for risk R5, ‘lack of resources to
deliver the council’s priorities due to public sector funding cuts’. The residual risk score has
reduced due to strong controls in place against this risk and the actions delivered against the
transformation plan. The council has been successful in bridging the budget gap year-on-year
through efficiencies and income generation. However there remains large and unguantifiable
uncertainties in funding levels from 2020/21 onwards and as such the residual risk score is still rated
as medium.

Risk R10 ‘failure to realise the benefits of new technology and related impact on driving
organisational change’ has been given the same rating in 2019 to reflect the scale and pace of
change related to new technology, and the impact this has in terms of organisational capacity. There
are several high-profile projects being delivered to achieve more efficient services through the use of
better technology to support new ways of working, for example, the Streetscene Modernisation
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Strategy and roll out of Office 365, both of which are being managed in line with the council’s project
management methodology.

R15 ‘Failure of shared services arrangements’ has been given a higher risk rating compared to
2018. This is to reflect the external factors that have slowed the progress in expanding the current
shared service arrangements and the ongoing risk of any changes to current shared services
arrangements given the reliance we have on these arrangements as a council and the savings they
currently achieve.
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The Structure of the Council

The council’s current senior management structure has been in place since May 2016. The changes
have served the council well, with successful delivery of the council’s services and corporate strategy
alongside its budgetary challenges in that time. Notable successes have included:

Re-letting of the waste contract, with savings of £1million achieved

¢ Maintaining higher levels of resident satisfaction than other benchmarked councils
Leading public service reform, with the establishment of the integrated community wellbeing
service and innovative approaches such as PIVOT

e Progressing Primrose Gardens, Strawberry Fields and Market Walk into the build phases.

The Current Senior Management Team

Chief Executive
(Chief Finance Officer)

Director (Early Director (Business,
Intervention and Growth and
Support) (Deputy Chief Investment)
Executive)

Director (Customer & Director (Policy &
Digital) Governance)

Head of Legal
Democratic and HR
Services

Senior Management Team

The senior management team consist of the Chief Executive (with Chief Finance Officer
responsibilities), the four Directors and the Head of Legal Democratic and HR Services (monitoring
officer). The senior management team meets every fortnight and is responsible for developing,
identifying resources, delivering and reviewing the delivery of the Council’s corporate priorities.

The council continues to transform meaning that it is necessary to review the council’s management
structure to ensure that it remains fit for purpose and focussed on delivering the council’s priorities,
including its commitment to continue investing in income generating assets. A report was taken to Full
Council on 26 February 2019 that outlined numerous changes to senior positions within the council.
These proposals are still under consultation and not yet approved and will therefore not be described
in detail as part of the 2018/19 statement of accounts.

24



The Transformation Board

The council continues to work towards delivering the transformation strategy with the Transformation
Board overseeing its delivery. The purpose of the Transformation Board is to:
e Monitor project progress and issues
e Ensure proposals meet with the overall objectives of the Transformation Strategy and
anticipated savings
o Consider dependencies between projects to make sure that activity is coordinated (particularly
regarding consultation/service reviews) and monitor overall demands on capacity

There are currently over 10 separate projects that the transformation board monitors and supports in
order to deliver the transformation strategy.

Working with Partners

The Transformation Strategy has facilitated a greater integration of public services. In partnership
with Lancashire Care NHS Foundation Trust (LCFT) the council has implemented an Integrated
Community Wellbeing Service. The innovative service integrates functions that promote the wider
determinants of health and community resilience. By so doing, it is anticipated it will generate
opportunities for savings across public services over the long term. Lancashire Care Foundation and
Chorley Council have joined together to create an Integrated Community Wellbeing Service. The new
service has included work arrangements around supporting people into employment. A review of
services and interventions available around employability has identified a new pathway across public
services to support our residents.

The council has completed the construction of the Primrose Gardens extra care facility in partnership
with Homes and England and LCC. The council will manage the brand new 65 bedroom retirement
village with LCC providing the care to its residents. There has been huge interest in Primrose
Gardens and occupation of the facility will begin in 2019/20.

The council will continue to invest in the Chorley Public Service Reform Partnership to develop new,
innovative ways of working. We will continue to work closely with our partners to progress two
workstreams around economic reform and leadership and development in public services and will
conduct a review of our current partnership working arrangements to ensure that the organisation has
a fit for purpose approach to achieve future priorities.

The council will also expand its work with private sector businesses. The new council owned
Strawberry Fields Digital Hub will open in 2019 and will provide state of the art digital office
accommodation and business support for digital businesses. This new development will put both
Chorley and Lancashire at the centre of the expanding digital economy and will bring new businesses
to the area providing vital high value jobs in the borough.

As well as this the council continues to offer business grants and loans to businesses operating within
Chorley Borough. The council continues to have an ambitious programme to deliver over the next
three years including bringing forward council owned employment and housing sites within the
borough. This could lead to further partnership working including joint arrangements with developers
to regenerate the borough.

25



Context for the 2018/19 Accounts

Despite the announcement from the Government that austerity has ended, it is expected the council
could experience significant reductions in funding over the next three years as well as managing
inflationary budget pressures. The previous spending review allocated funds on the assumption that
councils would increase council tax close to the referendum limit and, due to the large uncertainty
regarding Government reforms for 2020/21, there is a risk the Government will continue to take this
approach. The Government has indicated that the future needs assessment formula will include a
‘resource equalisation’ component. This is a reduction in funding to reflect each authority’s assumed
ability to fund services using locally generated income, mostly council tax.

There is great uncertainty in funding levels in 2020/21 onwards due to the expected implementation
of the 75% business rates retention system and fair funding review. It is assumed that over the
medium term the council will experience a reduction in funding of over £1.3m. This may be a
reduction in retained business rates, if more income is allocated to upper tier authorities, or it could
be the potential elimination of New Homes Bonus if it is brought into the calculation of council’s
baseline funding level. At this point in time it is not possible to forecast exactly how the reforms will
impact the council

Chorley Council has experienced and may continue to experience in the coming three years, large

reductions in its major funding sources. The reductions in the largest funding sources are outlined in
the chart below.

Major Sources of Council Funding

18

16

14
1 W Revenue Support Grant
1 B Income from LCC
New Homes Bonus
B Retained Business Rates
B Council Tax
0

16/17 17/18 18/19 19/20 20/21 21/22

£ million
(o)) (o] o N

>

N

The 2018/19 Medium Term Financial Strategy (MTFS) identified a projected net budget gap over the
period 2018/19 to 2020/21 of £2.213m and continued to plan a route by which the budget deficit
would be bridged in order to deliver the Council’s Corporate Strategy priorities.

As a result of these uncertainties and for the council to manage the changes required over the
medium term, the council will maintain general balances at £4m as well as increasing earmarked
reserves to manage the potential short-term impact Brexit and Business Rates Reform may have on
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the council, the local economy and residents of Chorley. See the Movement in Reserves Statement
on page 48 for more details.

This Council continues to be part of the Lancashire Business Rates Pool which began on 1 April
2016. The Lancashire Business Rates Pool, which includes most but not all of the local authorities in
Lancashire, has been designated by the Secretary of State for Communities and Local Government
and the retained levy in Lancashire has been distributed as follows:

e Lancashire County Council is paid 10% of the overall retained levy;
e Each district within the pool retains 90% of their levy.

With regard to this council, the retained levy would be £798,029, hence under pooling we have
benefited from extra income of £718,226. Lancashire County Council has received the remaining
10% of retained levy. See note 14a for more details.

Financial Performance in 2018/19

Despite the financial challenges outlined above, the financial standing of the council is robust, with
sound budget setting and monitoring practices. The council’'s 2018/19 Revenue Budget, Capital
Programme, MTFS and Treasury Management Strategy were approved at Special Council on 27
February 2018. Thereafter, budget monitoring reports were submitted at quarterly intervals to the
Executive Cabinet. The reports are available on the council’s website.

In 2018/19, the Council continued its successful track record in achieving budgetary savings whilst
also maintaining services. The 2018/19 budget setting process also identified a further £0.345m of
efficiencies that have been delivered. The following year-on-year budget efficiency savings and
additional income have been achieved over the past five years:

1415 | 15/16 | 16/17  17/18 18/19 TOTAL

£m \ £m \ £m £m £m \
Productivity Savings 0.367 0.017 0.314 0.207 | 0.220 1.125
Review of Contracts 0.035 0.200 - 0.059 - 0.294

Review of Income Streams

(including Market Walk) 0.442 0.446 - 0.050 | 0.050 0.988
Review of Base Budget 0.094 0.045 0.128 0.100 | 0.075 0.442
Lancashire Business Rates Pooling - - 0.725 - - 0.725

SAVINGS AND ADDITIONAL

INCOME
Council Spending in 2018/19

The Council’'s provisional revenue outturn for 2018/19 forecasts a £288k underspend against a
provisional final budget of £17.840m. A proposal will be made to Executive Cabinet in June 2019 to
transfer:
e £71k to fund a graduate trainee from the National Graduate Development Programme
(NGDP) in 2019/20 and 2020/21.
e £55k to fund clerk of works and additional design work for new tenants at Market Walk
Extension
e £162k underspend to the Change Management Reserve to fund the unavoidable expenditure
relating to the implementation of the council’s Transformation Strategy.
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The surplus £288k underspend is analysed below.

(Income) (Overspend)

Expenditure £000s £000s £000s
Customer & Digital 6,559 6,498 61
Policy & Governance 4574 4541 33
Early Intervention 2,264 2,117 146
(B;Lrjg\il\r,\tiss, Development & 1,216 1,314 (98)
Directorate Total 14,613 14,471 142
;ngzi\(/);rfccount & Deficit 1,060 1,056 4
Benefit Payments (141) (175) 34
Market Walk Shopping Centre (1,666) (1,686) 20
Investment Properties (67) (67) (0)
LCC Transition Fund 171 130 41
Primrose Gardens 46 46 (0)
el I YC I o
Parish Precepts 671 671 (0)
Total Expenditure 17,840 17,500 340
Financing

Council Tax (7,554) (7,554) (0)
Business Rates (4,238) (4,265) 27
Government Grants (416) (466) 51
CIL Admin (130) (150) 20
New Homes Bonus (2,989) (2,989) 0
Use of Earmarked Reserve (2,513) (2,513) (0)
Slippage to 2019/20 0 150 (150)
Total Financing (17,840) (17,788) (52)
Total Variance Reported in 0 (288) 288

Budget Monitoring Report




Analysis of Outturn

The Directorate underspends were mostly driven by temporary staffing vacancies in particular in
areas such as ICT, Streetscene and Customer Services. The budget overspend in the Business,
Development and Growth directorate relates to £114k of staff costs charged to existing budgets
rather than drawing down from the income generation reserve.

Underspend against non-staffing expenditure budgets were also experienced during 2018/19. Areas
of underspend included expenditure on external contractors with Streescene services and an
underspend on the current waste management contract fee.

The council has generated additional income over the budgeted level in 2018/19. Income was higher
than budgeted for in bereavement services and the council utilised more of the disabled facilities
grant and community infrastructure levy funding to cover administrative costs. The council however
experienced a shortfall in planning income due to a reduction in the number of applications received
in 2018/19. The budget in 2019/20 onwards has been reduced by £100k to take account of this fall in
income. The council received unbudgeted grant income such as the Flexible Homelessness Support
Grant, Business Rates Levy Account Surplus Grant and DWP Housing Benefit Funding.

The council has received additional net income of around £115k in 2018/19, with £82k taken as in-
year savings in 2018, in relation to Housing Benefit payments. By reducing the level of benefit
overpayments due to fraud and claimant error, the council is able to increase the amount of eligible
benefits subsidy it receives and also reduce the burden of outstanding debts and the level of bad
debts provision.

Requests to carry forward underspends into 2019/20 are approved by the Chief Finance Officer. In
2018/19 there has been £150k of approved ‘slippage’ requests. This includes funds identified to
provide a two-year graduate trainee placement in procurement to begin succession planning and to
provide more support to South Ribble and Chorley Council’s transformation projects.
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The deficit on General Fund balance noted in the Expenditure and Funding Analysis (page 46) is
£2,247Kk. This relates to the 2018/19 in-year underspend as well as other movements in reserves
described below.

Total
General Earmarked General
Balances Reserves Fund
Balance
£000s £000s £000s
Balance at 31 March 2018 (4,000) (8,322) | (12,322)
Transfers (to) from General Balances
Budgeted and in-year contributions to General 0 0 0
Balances

Transfers (to) from Earmarked Reserves

Rephasing of expenditure (slippage) 0 (150) (150)
Change Management Reserves 0 (162) (162)
Transfer for National Graduate Dev. Programme 0 (71) (72)
'II:'ransfer for Market Walk Extension Professional 0 (55) (55)
ees

Transfer of Revenue Budget Underspend 0 (438) (438)
Net use of Business Rate Retention Reserve 171 171
Net Use of Earmarked Reserves to Fund 202 202
Investment Projects and Re-Profiled Expenditure

Net Usej Earmarked Reserves to Finance Capital 1,428 1,428
Expenditure

Transfers to Other Earmarked Reserves 384 384
Net Transfer to Earmarked Reserves 0 2,247 2,247
Net Movement in Year 0 2,247 2,247
Balance at 31 March 2019 (4,000) (6,075) | (10,075)

The net transfer to earmarked reserves is the net result of drawing down and (adding to) earmarked
reserves. The net transfer to earmarked reserves is outlined further in note 11.

The outturn for the council, outlined in the Expenditure and Funding Analysis note 1 on page 46,
identifies balances of £10.075m. Of these balances £6.075m are specific earmarked reserves that
will be used to deliver Corporate Strategy priorities and the remaining £4.000m is set aside to enable
the council to manage the peaks and troughs in expenditure and income it may experience
throughout the MTFS period.
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Where the Council’s budget was spent

The gross expenditure for the Council is detailed in the Comprehensive Income and Expenditure
Statement (page 47). In 2018/19 it consisted of:

B Customer & Digital

M Policy & Governance

M Early Intervention

M Business Development & Growth

B Pension Related Expenditure

m Housing Benefits/Council Tax Discounts
B Market Walk (excluding financing costs)

B Other expenditure

B Financing and investment income and
expenditure

How the Council’s spend was funded

The gross income for the Council is disclosed in the Comprehensive Income and Expenditure
Statement. It consisted of:

B Council Tax

M Non Domestic Rates

1 Grants & Contributions

B Customer & Client Receipts
B Benefit Related Grants

m Other Income
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Capital Programme 2018/19 to 2021/22

The Council has an ambitious four year capital programme totalling £53m for 2018/19 to 2021/22 that
was approved at Full Council on 26 February 2019. The investment will complete a range of projects
that will deliver the Council’'s Corporate Strategy priorities. The capital programme includes several
schemes that will generate revenue to meet the annual cost of borrowing required to complete the
project. These include the three major capital schemes:

e the completion of the Market Walk Extension project that will include a cinema and changes
to the town centre car parking. The new site will create employment opportunities as well as
complementing the current shopping provision in Chorley town centre. As the council is the
landlord of Market Walk Shopping Centre, the new development will generate new income
streams for the Council;

o the new Strawberry Fields Digital Office Park that will provide a 5,000 m2 bespoke digital
office and start up accommodation with car parking. The centre will provide a hub for digital
businesses and other high growth sector businesses. The project has been part-financed
through ERDF grant funding as a result of the council’s successful grant bid in 2016/17. The
build is nearing completion with tenants expected to begin occupying the site in August 2019;

e a £10m budget for the construction of the Primrose Gardens Retirement Living extra care
facility. In conjunction with a £3m HCA grant and a £1m LCC contribution, this project has
created a 65 room facility that will house tenants with low level care needs and meet the future
demand for such services that has been identified in the Chorley area.

The council received notification in December 2018 that its bid for £2.4m of grant funding from the
Heritage Lottery Fund towards an ambitious £2.8m redevelopment of Astley Hall has been
unsuccessful. Despite this the council will continue its ambition to transform the visitor experience at
Astley Hall and the surrounding park and to continue the conservation of the Astley Hall building and
its culturally significant contents. An additional £1.750m capital budget has been approved to develop
Astley and the surrounding park.

The council will invest £1.3m to vastly enhance the customer experience at Union Street by creating
a centralised customer service point and creating a self-service area. The ambition of the council is to
create a mezzanine overlooking the Lancastrian to provide modern break out space to enhance the
functionality of the Lancastrian and its commercial appeal. This investment will allow the council to
rationalise its offices to improve efficiency and generate savings

The council’s current capital programme includes £2.7m to fund a new sports facility at West Way
playing fields that will create high quality changing facilities, a fenced Artificial Grass Pitch (AGP)
and pitch drainage improvements. It will also create enhanced events car parking and works to
pathways that will provide a link between Astley Park and the new playing fields

The council will continue to utilise contributions from developers to invest in play, pitches and open
spaces. A total budget of over £2m included over £600k investment in Coronation and Harpers Lane
Recreation Ground carried out in 2018/19 as well as over £1m further budgeted investment in other
sites across the borough.
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Capital 2018/19

The chart below outlines the key areas the Council invested its capital expenditure in 2018/19

Capital Expenditure 2018/19
f£fm

6.579

Housing

0.694 = Asset Management
“ / 0.716
/ = Play & Open Space
’/L634

= Regeneration
= Primrose Gardens
Market Walk Extension
= Strawberry Fields Digital Hub

= Town Centre Car Parking

The majority of capital investment in 2018/19 related to the three major capital projects the council is

undertaking:

£6.5m of capital expenditure related to the Strawberry Fields Digital Office Park that was
funded through £3.079m of ERDF grant funding and £3.5m of borrowing that will be
repaid through the income generated by the new office space. The site is forecast to be
fully operational by August 2019;

£5m was spent on the Market Walk Extension project that commenced the main build in
October 2018 and is due to complete before Christmas 2019. In addition, the council has
invested over £2m in providing additional parking spaces including new decked parking
on Friday Street;

The Primrose Gardens Retirement project reached practical completion in March 2019.
The retirement village will become occupied in 2019/20 and is in huge demand. The
expenditure in 2018/19 was part funded through £3m of grants from Home England and
LCC, the remaining costs will be met through borrowing however this borrowing will be
replaced by commuted sums from developers in the coming years.

As well as Primrose Gardens the council has invested £926k of Disabled Facilities Grants to provide
adaptations to the homes of Chorley residents who have disabilities. The council also purchased five
houses in the borough to provide affordable housing.

The council continues to regenerate the borough in other ways including the investment in the
restoration of Bank Hall, continued investment in Astley Hall and the surrounding park and car park
and works to the town centre.
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The Council has invested in a number of key areas including housing, economic regeneration and
play and open space. The Council has financed this expenditure through several different sources
outlined in the charts below.

Capital Financing 2018/19
£fm

= External Contributions

= Grants

\ = Reserves & Revenue Contributions
= Capital Receipts
0.576
= Prudential Borrowing

The Council has been successful in securing £3.2m from
Homes England towards the costs of improvements to
£8.2Mm External Grants the Primrose Gardens development and utilised the final

Utilised in 2018/19 £3m in 2018/19. A further £3.75m was secured from the
remaining tranche of European Regional Development
funding to part fund the Strawberry Fields Digital Office
Park, with a draw down of £3m being made in 2018/19. The council also received £2.2m from the
Heritage Lottery Fund towards the renovation of Bank Hall in Bretherton with £1.1m utilised in
2018/19. Finally, the council utilised £857k of Disabled Facilities Grant income to adapt the homes of
Chorley residents who have disabilities.

—

The council has utlised over £5.16m of s106
contributions received from developers to fund £56m External
improvements in various projects. The majority was Contributions in 2018/19
committed to the extension of Market Walk Shopping
Centre and additional parking within the borough. The
council continues to utilise s106 to improve its play and open spaces. In 2018/19 £347k was
committed to these schemes including ¢.£300k investment in Coronation Recreation Ground.

The Council used £8.319m of prudential borrowing to fund
capital expenditure in 2018/19 (see note 36). The majority
of this funding is temporary and will be replaced by other
Borrowing in 2018/19 sources. £3.4m borrowing to fund works to the Strawberry
Fields Digital Office Park and £600k borrowing to fund the

£8.3m Prudential

34



Market Walk Extension project will be funded through future income streams generated from these
sites. £3.5m of prudential borrowing towards works to Primrose Garden Retirement Village are to be
funded through developer contributions that have been identified but are not yet payable to the
council.

Reserves and Balances Summary

The Council’s 2016/17 Medium Term Financial Strategy specified that general balances should be
increased to £4.0m by 2018/19. At the end of 2017/18 general balances were increased to this target
level, one year earlier than first budgeted.

Total earmarked reserves for specific purposes were £8.322m as at 31 March 2018 (Note 11). Some
of the changes in year are as follows:

There are a number of directorate initiatives which span more than one financial year or for
which funds have been budgeted but not yet started. These reserves will ensure that such
initiatives can be completed. The majority of these initiatives relate to ICT Services and
include funding for specific ICT projects. These reserves also include revenue reserves to
support the operation of Primrose Gardens Retirement Village and the Strawberry Fields
Digital Office Park.

In 2018/19 £1.8m was utilised from reserves to fund the capital programme. The majority,
£1.5m, was used to part-fund elements of the Market Walk Extension programme including
the additional car parking at Friday Street, Park Road and Arley Street. £80k of reserves were
used to part-fund the works to Coronation and Harpers Recreation Grounds and £170k was
utilised to fund the investment in ICT projects. Despite this investment there remains £1.5m in
reserves to fund future capital investment including play and open space, additional CCTV
and improvements to the council’s cemeteries.

In 2018/19 £260k from in-year underspends to supplement the change management
reserve. £162k was utilised in year to finance the costs of staffing restructures in 2018/19
leaving £315k to be utilised in future years to fund any unavoidable expenditure relating to
implementing the Council’s Transformation Strategy.

Chorley Council continues to build up reserves to manage potential short-term contractions in
the local economy as well as short-term reductions in retained business rates income.
This is especially important given the economic uncertainty caused by Brexit and the future
uncertainty in retained business rates that has resulted from the proposed changes to the
business rates system in 2020/21. The council has set aside a total of £640k at the end of
2018/19 to manage the impact of reductions in business rates and the 2019/20 budget
approved an additional £300k to support local businesses and corporate priorities through
whatever outcome of the Brexit process.

The combination of these factors and other movements to and from earmarked reserves has resulted
in General Fund earmarked reserves of £6.075m, as at 31 March 2019 (see MIRS page 48 and Note
11). Coupled with general balances of £4m, the closing General Fund Balance at 31 March 2019 as
outlined in the Expenditure and Funding Analysis note 1 on page 46 is £10.075m.
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Treasury Management

The treasury operations of the Council are conducted in accordance with its annual Treasury
Strategy. This document identifies the investment and borrowing policies of the Council over a three-
year period, specifying, amongst other things, the criteria for investment counterparties, the maximum
duration, and amount, of investments, and the need for borrowings.

The key facts for 2018/19 were:

¢ Investments were short-term, in call accounts and money market funds. The maximum period
permitted by the Council’'s Treasury Strategy for term deposits in banks and building societies
IS one year.

e Cash and cash equivalents net of bank overdraft (note 21) were £2.917m at year-end
(2017/18 - £1.356m), having peaked at £15.2m during the year (£12.7m 2017/18). The
average invested of £6.839m per day was higher than the average for 2017/18 of £4.858m.
The Council repaid £1.261m borrowing (£8.285m 2017/18) and took £6.000m new long-term
loans to finance capital investment (2017/18 - £5.000m).

e The return on investments was 0.61%, an increase compared to the 0.26% achieved in
2017/18. Cash balances were invested short-term at lower interest rates than could have
been achieved with term deposits, but use of internal cash for capital financing helped to
minimise the use of external borrowing which achieved savings in net interest.

e External borrowing increased from £15.403m to £21.164m. Long-term borrowing of £1.261m
was repaid, and new long term borrowing of £6.000m and temporary borrowing of £1.000m
was taken out.

¢ In determining Council Tax charges authorities have to make a specific provision for the
financing of capital expenditure. The outstanding amount for which provision has to be made
is known as the Capital Financing Requirement (CFR). During the year the CFR increased
from £41.5m to £49.2m, reflecting the use of Prudential Borrowing to finance capital
expenditure less statutory and voluntary provision for debt repayment, including use of capital
receipts. (Note 36 providing more detail). This increase will generate a charge to Council Tax
(known as Minimum Revenue Provision — MRP) in future years.

¢ Note 19 Financial Instruments presents details of treasury operations, and the management of
risk.

Pension Fund Liability

The deficit position of the Pension Fund has increase by £0.8m, from £45.2m to £46.0m being the net
pension liabilities; this is outlined in note 26d on page 93. This reflects the value of pension liabilities
which the Council is required to pay in the future when they fall due, offset by the value of assets
invested in the pension fund. In addition, the Council’'s pension fund has to be revalued every three
years to set future contributions into the fund. The last valuation was in 2016 which reported a
funding level of 90%. The Council has a deficit recovery plan in place to reach a full 200% funding
level by making additional Deficit Recovery Contributions into the fund over the next 16 years
following the 2016 valuation.

This deficit figure is very much an estimate, being the actuary’s assessment of the present value of

the liabilities to be met by the fund over a long period less its current assets and anticipated future
receipts. Note 38 presents detailed information about the Defined Benefit Pension Scheme.

36



Council Tax Base

The revision to the 2018/19 Tax Base, resulting in an increase of 680.54 to the number of Band D
equivalent properties (as shown in the Table below), produced a net increase in Council Tax income
of circa. £0.123m.

2016/17 2017/18 2018/19

Number of Band D

equivalent dwellings 35,181.72 35,933.64 36,614.18

Change from previous
year

677.50 751.92 680.54

Income Recovery
Note 20 analyses debtors by type, and note 19 further analyses the risk of default by debtors.

The following table shows the in-year collection rates of local taxes that indicates a steady
improvement in collection rates for both council tax and business rates.

2016/17 2017/18 2018/19

Council Tax 98.0% 98.2% 98.1%
Business Rates 97.9% 98.9% 98.4%

37



Collection Fund

Payments out of the Collection Fund for in-year Council Tax from 2016/17 to 2018/19 are set out
below showing the funding for each Precepting Body. Further detail is available within the Collection
Fund Statement on page 114 of this document.

2016/17 2017/18 2018/19
£000 £000 £000
Lancashire County Council 41,334 43,901 47,413
Chorley Council 6,775 7,146 7,495
Police and Crime Commissioner 5,707 5,945 6,497
Lancashire Fire and Rescue 2,304 2,354 2,470
Total 56,120 59,346 63,875

Payments out of the collection fund for in-year business rates from 2016/17 to 2018/19 are set out
below showing the funding for each precepting body prior to the top up and tariff adjustments being
applied. As the collecting body, the tariff reduces Chorley Council’s receipt and top ups increase the
amount received by Lancashire County Council and Lancashire Fire and Rescue. Further detail is
available within the Collection Fund Statement on page 114 of this document.

2016/17 2017/18 2018/19

£000 £000 £000
Central Government 14,550 12,411 12,283
Lancashire County Council (before 2619 2.234 2211
Top-Up grant received)
Chorley Council (prior to Tariff 11,640 9.929 9.826
deduction)
Police and Crime Commissioner (not n/a n/a n/a
part of BRR regime)
Lancashire Fire an_d Rescue (before 291 248 246
Top-Up grant received)
Total 29,100 24,822 24,566
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Looking Ahead — Future Challenges, Opportunities and Financial Outlook

Challenges

A growing and aging population— it is estimated that between 2014 and 2039 the population of
Chorley will increase by 18.1%, the highest predicted growth rate by far across Lancashire. Over
the same period, the borough’s population will grow older, with the percentage of the population
aged over 75 years doubling.

Council Tax increase — the increase in Council Tax as part of the 2019/20 budget by 2.99%,
and any ongoing increases, will not prevent the need for continued efficiencies, but will put
pressure upon resident household budgets.

Lancashire County Council Budget constraints — as LCC prepares to make savings of
c£120m over the period 2019/20 to 2022/23, the impact of financial restrictions upon LCC and
the future reduction in service provision by the County, will undoubtedly put pressure upon the
council and potential considerations around supporting services or assets that have been
reduced or removed. In the short term the biggest impact will be on Chorley Council’'s budget
including the continued funding of bus services that is estimated at approximately £85k per
annum.

Supporting Communities — the council continues to face challenges, in supporting
neighbourhoods under stress, and concentrations of unemployment to promote social and
economic growth. Our challenge will be to support this activity, alongside reduced public sector
funding.

Brexit — the UK’s withdrawal from the European Union in October 2019 may have implications
for the council over the coming year. The key impacts for our council will be around the potential
for a reduction in economic growth and the implications for our local economy, the impact on the
national workforce and reductions in the supply of local labour and the uncertainty around the
replacement for the current EU funding programmes which have previously encouraged the
creation of jobs as well as local economic growth.

Effective partnership working — The ongoing increase and changing demand placed upon the
council, coupled with reducing budgets will increase the need for all public sector organisations
to transform the way they work. The council will need to support, invest and maintain its focus
on partnership working, ensuring the capacity exists to generate savings, and protect the
interests of the borough and residents.

Financial climate — the Council may experience future reductions in funding if the government’s
austerity measures continue. The 2019/20 MTFS identifies a cumulative net budget shortfall of
£1.672m by 2021/22. The impact of this deficit will influence the work of the transformation
programme that will deliver efficiency savings in services, drive down the cost of its contracts as
well as identifying additional income through charging for the services the council provides and
generating additional income streams.

Over the past year, the council has successfully responded to the significant financial
restrictions that have been imposed on local government. Since 2014/15 and including 2019/20
the council has made savings and generated additional income of £5.058m.

Business Rates - starting in 2021, the revaluations of business rates may take place every
three years and with new valuations there is a potential for a significant increase in appeals.
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This change in revaluation frequency and increased appeals could potentially result in further
decrease in rateable values and a subsequent erosion of any growth the Council can retain. The
largest risk to the value of business rates that the council retains comes in 2020/21 when a new
funding methodology is expected to be introduced. The new system includes a revised
calculation as to how much of the retained business rates income the council ‘needs’ relative to
other councils, this could result in the council receiving less of the national ‘pool’ of business
rates income. In addition, the new system could revise the split of retained business rates
between borough councils, county councils and other preceptors. It is possible that more of the
income collected by district councils will be redistributed to county councils. Consultation
regarding the new regime also suggests bringing New Homes Bonus allocations into the
calculation providing more uncertainty surrounding the council’s funding streams.

Opportunities

o Current levels of interest rates for borrowing are low due to the stability of the base rate
(currently at 0.75%). This provides the opportunity for the Council to invest in capital projects to
deliver Corporate Strategy priorities including the generation of new income streams, and may
stimulate further economic growth

o The development of the £8m Strawberry Fields Digital Health Park will bring growth, jobs and
opportunities to the borough, potentially injecting a further £18.5m into the Chorley economy.

e The development of new employment sites provides the council with the opportunity to deliver
employment and income generating opportunities, possibly through new service delivery models
such as joint ventures with other public or private entities.

e The Integrated Community Wellbeing Service continues to focus public services that relate to
promoting health and wellbeing of individuals, tackling prevention and early intervention.

e Workforces from a range of partners, who deliver reform within Chorley are working collectively
to drive forward new ways of working, and delivering efficiencies, particularly in the support of
the health agenda. This work is now delivering a range of projects that will seek to achieve
savings across the public sector through reduced duplication, reduced demand and increased
preventative activity. The council is investing £1m to vastly enhance the customer experience at
Union Street by creating a centralised customer service point and creating a self-service area. It
will also create more meeting space and increase office space by up to 40%.

e Enterprise - The Localism Act 2011 enabled councils to seek and develop new income
generation opportunities. In 2019/20 the council will deliver several opportunities for income
generation however the council continues to be ambitious and has identified additional
opportunities including investment in local health services as well as creating additional council-
owned commercial letting space in the town centre.

40



Delivering Chorley Council’s Priorities — The Medium Term Financial Strategy

These challenges and risks can have both a significant positive or negative effect on the council’s
resources and its ability to deliver services to residents. The council’s annually approved Medium
Term Financial Strategy (MTFS) provides a clear and concise view of the council’s future
sustainability and the strategies the council will pursue to address any budget gaps whilst translating
the council’s corporate strategy into deliverable options for the future.

A balanced budget for 2018/19 was approved at Full Council on 26 February 2019. Despite the
budget savings identified in the MTFS there remains a net forecast budget deficit of £1.196m in
2020/21 and £1.672m in 2021/22. To achieve a sufficient reduction in net expenditure the council’s
strategy, to be overseen by the Transformation Board, will be:

1. To make the council more financially self-sufficient with specific emphasis on
creating investment that generates income. This includes identifying future
uncommitted resources to support income generating schemes.

2. Torealise savings through the procurement of its contracts
3. To identify the efficiencies through investment in infrastructure, ICT and through

exploring alternative delivery models that will enable the council to balance the
budget whilst seeking to minimise the impact on front line service users

The council has 10 separate projects that the transformation board monitors and supports in order to
deliver the transformation strategy. As per the table below these projects have been grouped into the
following headings with savings and additional net income targets.

2020/21 | 2021/22

Adjusted Budget Deficit/(Available Resources) 1.196 1.672

Contract Savings

Leisure Centre Management (expires October 2020) (0.217) (0.446)
Income Generation

Market Walk Extension (0.300) (0.300)
Strawberry Fields Digital Hub (0.139) (0.174)
Primrose Gardens Residential Village (0.006) (0.014)
Parking Income (0.180) (0.180)
Employment Sites - (0.200)
Total Income Generation (0.625) (0.868)

Efficiency Savings
Efficiency Savings (0.355) (0.358)

Final Budget Deficit/(Available Resources) 0.000 0.000
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The Council will continue to keep the MTFS under review given:

- the level of efficiency savings and income generation required to balance the budget over the
medium term. The timing of the delivery of these targets will need to be closely managed and
where necessary reserves utilised to meet temporary delays in transformation strategy net
budget reductions.

- the high degree of uncertainty surrounding the changes to Government policy such as
business rates retention, fair funding review and Brexit.

Going Concern

Chorley Council's MTFS outlines the strategies it will pursue to meet current and future funding
shortfalls. The approval of a balanced budget for 2019/20 has already been given and there is no
reason to believe that the risks to the approval of the council’s budget in future years will not be
entirely mitigated through the transformation programme. We have accordingly considered it
appropriate to adopt a going concern basis for the preparation of these financial statements.

Receipt of Further Information

If you would like to receive any further information about these accounts, please do not hesitate
to contact Chorley Borough Council on 01257 515151.
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Accounting Policy Changes

The new or amended international financial reporting standards or international accounting
standards introduced by the Code of Practice on Local Authority Accounting in the United
Kingdom 2018/19 include:
¢ IFRS 9 Financial Instruments
e IFRS 15 Revenue from Contracts with Customers
e Amendments to IFRS 15: Clarifications to IFRS 15 Revenue from Contracts with
Customers
e Amendments to IAS 12 Income Taxes: Recognition of Deferred Tax Assets for
Unrealised Losses
¢ Amendments to IAS 7 Statement of Cash Flows: Disclosure Initiative

The impact of these changes on the Authority’s financial statements is limited to minor changes to the
wording of accounting policies and to the detail of the presentation of a small number of disclosures.
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Financial Statements

Page 46

Expenditure and Funding Analysis note 1 — This note shows how annual expenditure
is used and funded from resources (government grants, rents, council tax and business
rates) by local authorities in comparison with those resources consumed or earned by
authorities in accordance with generally accepted accounting practices. It also shows
how this expenditure is allocated for decision making purposes between the council’s
directorates. Income and expenditure accounted for under generally accepted
accounting practices is presented more fully in the Comprehensive Income and
Expenditure Statement

The core financial statements consist of the following:

Page 47

Page 48

Page 50

Page 51

Page 52

Comprehensive Income and Expenditure Statement — This statement shows the
accounting cost in the year of providing services in accordance with generally accepted
accounting practices.

Movement in Reserves Statement — Levels of reserves, and movements therein, are
indicators of the financial strength of the organisation. This statement distinguishes
usable from unusable reserves. The distinction is explained in the Balance Sheet
comment below.

The Movement in Reserves Statement shows the surplus or deficit arising in the year on
the Provision of Service. This is the true economic cost of providing the authority’s
services (as detailed in the Comprehensive Income and Expenditure Statement). For the
purposes of council tax setting, however, a series of statutory adjustments are then
made, resulting in a line entitled “Net Increase/Decrease before transfers to Earmarked
Reserves.” The final line shows any such discretionary transfers to or from earmarked
reserves.

The Balance Sheet — this shows the value of the assets and liabilities recognised by the
authority. The total of these, the Net Assets, is matched by the authority’s reserves, as
shown in the lower part of the Balance Sheet.

Reserves are categorised into “Usable”, i.e. available to fund expenditure or reduce local
taxation, and “Unusable”. The latter includes the Revaluation Reserve (holding
unrealised gains in property values), and other reserves holding amounts arising from
differences between the accounting basis used in compiling the Comprehensive Income
and Expenditure Statement and statutory basis prescribed for taxation purposes.

Cash Flow Statement — this shows the changes in cash and cash equivalents during
the reporting period. It shows how cash and cash equivalents are generated and used
by classifying cash flows into operating, investment and financing activities.

Notes to the Main Financial Statements — these add to and interpret the individual
statements.

SUPPLEMENTARY FINANCIAL STATEMENTS

Page 114

Collection Fund Statement — this is an agent’s statement that reflects the statutory
obligation for billing authorities to record transactions relating to the collection of Council
Tax and Non-Domestic Rates, and their distribution to precepting authorities, the
Government, and the Council itself.
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Statement of Responsibilities

This statement defines the responsibility of the Council and the Responsible Financial Officer in
respect of the Authority’s financial affairs.

The Council’s responsibilities
The Council shall:

° make arrangements for the proper administration of its financial affairs and secure that
one of its officers has the responsibility for the administration of those affairs. In this
Authority, that officer is the Chief Finance Officer;

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

. approve the Statement of Accounts.

The Chief Finance Officer’s Responsibilities

The Chief Finance Officer is responsible for preparing the Authority’s Statement of Accounts in
accordance with proper practices as set out in the Chartered Institute of Public Finance and
Accountancy (CIPFA) Code of Practice on Local Authority Accounting in the United Kingdom
2018/19 (the Code).

In preparing this Statement of Accounts, he has:

o selected suitable accounting policies and applied them consistently;
° made judgements and estimates that are reasonable and prudent; and
° complied with the local authority Code.

He has also:

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

Certificate

| certify that the Statement of Accounts gives a true and fair view of the financial position of the
Authority at 31 March 2019 and its Income and Expenditure for the year ended 31 March 2019.

Gary Hall BA CPFA
Chief Finance Officer
Date 31 July 2019

I confirm that the Statement of Accounts was approved by Governance Committee on 24 July 2019.

Councillor Debra Platt
Chair, Governance Committee
Date 31 July 2019
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Expenditure and Funding Analysis — Note 1 to Main
Financial Statements

The Expenditure and Funding Analysis, which is a note to the Main Financial Statements, shows how
annual expenditure is used and funded from resources (government grants, rents, council tax and
business rates) by local authorities in comparison with those resources consumed or earned by
authorities in accordance with generally accepted accounting practices. It also shows how this
expenditure is allocated for decision making purposes between the council’s directorates. Income and
expenditure accounted for under generally accepted accounting practices is presented more fully in
the Comprehensive Income and Expenditure Statement.

2017/18 2018/19
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200 <EC | Z20cm Z00 <E Z20 cw’m
£'000 £'000 £'000 Directorate £'000 £'000 £'000
5,241 786 6,027 | Customer & Digital 6,498 996 7,494
4,511 110 4,621 | Policy & Governance 4,541 130 4,671
2,075 904 2,979 | Early Intervention 2,117 716 2,833
980 2,707 3,687 | Business, Development & Growth 1,314 1,897 3,211
Budgets excluded from Directorate monitoring
1,006 368 1,374 e Pensions-related 1,056 219 1,275
(138) 0 (138) e Housing Benefits/Council Tax Discounts (175) 0 (175)
(1,748) 525 (1,223) e Market Walk (excluding financing costs) (1,686) 1,923 237
395 0 395 e  Other expenditure 177 0 177
12,322 5,400 17,722 | Net Cost of Service 13,842 5,881 19,723
(14,176) (6,945) | (21,121) | Other Income and Expenditure (11,594) | (14,039) | (25,633)
(1,854) (1,545) (3,399) | (Surplus)/Deficit in year 2,248 (8,158) (5,910)
(10,468) Opening General Fund Balance at 1 April (12,322)
(1,854) Add (Surplus)/Less Deficit on General Fund Balance in 2.248
Year
(12,322) Closing General Fund Balance at 31 March (10,074)
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Comprehensive Income and Expenditure Statement

This statement shows the accounting cost in the year of providing services in accordance with
generally accepted accounting practices. This is not the amount to be funded from taxation, since
authorities raise taxation to cover expenditure in accordance with regulations. The taxation position is
shown in the Expenditure and Funding Analysis and the Movement in Reserves Statement.

2017/18 2018/19
Gross Gross Net Gross Gross Net
Expenditure | Income |Expenditure Expenditure | Income | Expenditure
£000 £000 £000 £°000 £°000 £000
10,338 (4,3112) 6,027 | Customer & Digital 10,881 (3,387) 7,494
6,007 (1,386) 4,621 | Policy & Governance 5,801 (1,130) 4,671
5,811 (2,832) 2,979 | Early Intervention 4,435 (1,602) 2,833
5,843 (2,156) 3,687 | Business, Development & Growth 6,080 (2,869) 3,211
Budgets excluded from Directorate
monitoring
1,374 0 1,374 e Pensions-related 1,275 0 1,275
24,568 | (24,706) (138) *  Housing Benefits/Council Tax 23,204 | (23,379) (175)
Discounts
887 | (2110 (1,223) . ][\."arke.‘ Walk (excluding 2308 | (2,071) 237
inancing costs)
395 0 395 e  Other expenditure 177 0 177
55,223 | (37,501) 17,722 | Cost of Services 54,161 | (34,438) 19,723
3,707 (2,813) 894 | Other operating expenditure (note 12) 684 0 684
3.927 (2,390) 1,537 Financing and investment income and 4072 (2,564) 1,508
expenditure (note 13)
Taxation and non-specific grant
6,158 | (29,710) (23,552) income (note 14) 6,336 | (34,161) (27,825)
(3.399) (Sur_plus)/deflcn on provision of (5.910)
services
(Surplus)/deficit on revaluation of
(2,589) Property, Plant and Equipment assets (35)
Re-measurement of the net defined
(6,411) | benefit liability (note 39d) (699)
Other Comprehensive (Income) and
(9,000) | Expenditure (734)
(12,399) Total Cqmprehenswe (Income) and (6,644)
Expenditure
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Movement in Reserves Statement

The Movement in Reserves Statement shows the movement from the start of the year to the end on the different reserves held by the authority,
analysed into ‘usable reserves’ (i.e. those that can be applied to fund expenditure or reduce local taxation) and other ‘unusable reserves’. The
Statement shows how the movements in year of the authority’s reserves are broken down between gains and losses incurred in accordance with
generally accepted accounting practices and the statutory adjustments required to return to the amounts chargeable to council tax for the year.
The Net Increase/Decrease line shows the statutory General Fund Balance movement in the year following those adjustments.

General
General Fund Total Total
Fund Earmarked | General | Capital Capital Usable | Unusable
Working | Reserves Fund | Receipts | Grants Reserves | Reserves Total
Balance | (note 11) | Balance | Reserve | Unapplied | (note 25) | (note 26) | Reserves
£'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000

Current Year
Balance at 31 March 2018 (4,000) (8,322) | (12,322) (1,499) (13,966) | (27,787) 8,460 | (19,327)
Movement in reserves during 2018/19
Total Comprehensive Income and (5,910) 0| (5910 0 0 (5,910) (734) (6,644)
Expenditure
Adjustments between accounting basis 8,158 0 8,158 428 (64) 8,522 (8,522) 0
and funding basis under regulations
(Note 10)
Increase or decrease in 2018/19 before 2,248 0 2,248 428 (64) 2,612 (9,256) (6,644)
transfers to/(from) earmarked reserves
Movement in Earmarked Reserves (Note (2,248) 2,248 0 0 0 0 0 0
11)
Increase or decrease in 2018/19 0 2,248 2,248 428 (64) 2,612 (9,256) (6,644)
Balance at 31 March 2019 carried (4,000) (6,074) | (10,074) (1,071) (14,030) | (25,175) (796) | (25,971)
forward
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General

General Fund Total Capital Total
Fund Earmarked | General Capital Grants Usable | Unusable
Working Reserves Fund Receipts | Unapplie | Reserves | Reserves Total
Balance (note 11) | Balance | Reserve d (note 25) | (note 26) | Reserves
£'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000
Comparative Year
Balance at 31 March 2017 (3,188) (7,280) | (10,468) (1,235) (9,925) (21,628) 14,701 (6,927)
Movement in reserves during 2017/18
Total Comprehensive Income and (3,399) 0| (3,399 0 0 (3,399) (9,000) (12,399)
Expenditure
Adjustments between accounting basis and 1,545 0 1,545 (263) (4,040) (2,758) 2,758 0
funding basis under regulations (Note 10)
Increase or decrease in 2017/18 before (1,854) 0| (1,854) (263) (4,040) (6,157) (6,242) (12,399)
transfers to/(from) earmarked reserves
Movement in Earmarked Reserves (Note 11) 1,042 (1,042) 0 0 0 0 0 0
Other movements 0 0 1) 1) (2) (1)
Increase or decrease in 2017/18 (812) (1,042) | (1,854) (264) (4,041) (6,159) (6,241) (12,400)
Balance at 31 March 2018 carried forward (4,000) (8,322) | (12,322) (1,499) (13,966) (27,787) 8,460 (19,327)
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Balance Sheet

The Balance Sheet shows the value as at the Balance Sheet date of the assets and liabilities
recognised by the authority. It shows the net assets of the authority which are matched by the
reserves held. Reserves are reported in two categories. ‘Usable Reserves’ includes reserves
available to provide services and other reserves which may only be used to fund capital expenditure
or repay debt. ‘Unusable Reserves’ fall into two categories. The first consists of the Revaluation
Reserve which holds unrealised gains and losses in asset values. The second category holds
amounts resulting from the “adjustments between the accounting basis and the funding basis”, as
shown in the Movement in Reserves Statement (MiRS).

31 March 2018 Notes 31 March 2019
£°000 £°000
74,257 Property, Plant & Equipment 15 91,621
2,452 Heritage Assets 16 2,531
887 Investment Property 17 885
70 Intangible Assets 18 64
412 Long-Term Debtors 19 462
78,078 | Long-Term Assets 95,563
0 | Assets Held for Sale 23 0
9,617 Short-Term Debtors 20 5,645
1,356 Cash and Cash Equivalents 22 2,917
10,973 Current Assets 8,562
(1,413) Short-Term Borrowing 19 (2,215)
(5,991) Short-Term Creditors 23 (8,992)
(896) Provisions 24 (1,194)
(8,300) Current Liabilities (12,401)
(664) Long-Term Creditors 19 (682)
(13,990) Long-Term Borrowing 19 (18,949)
(45,239) Other Long-Term Liabilities — pensions 38 (45,997)
(15) Other Long-Term Liabilities — other (15)
(1,516) Grant Receipts in Advance - Capital 34 (1112)
(61,424) Long Term Liabilities (65,754)
19,327 Net Assets 25,970
27,787 Usable Reserves MiRS, 25 25,175
(8,460) Unusable Reserves 26 795
19,327 Total Reserves 25,970

The unaudited accounts were issued on 31 May 2019, and the audited accounts were authorised for
issue on 31 July 2019.
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Cash Flow Statement

The Cash Flow Statement shows the changes in cash and cash equivalents of the authority during
the reporting period. The statement shows how the authority generates and uses cash and cash
equivalents by classifying cash flows as operating, investing and financing activities. The amount of
net cash flows arising from operating activities is a key indicator of the extent to which the operations
of the authority are funded by way of taxation and grant income or from the recipients of services
provided by the authority. Investing activities represent the extent to which cash outflows have been
made for resources which are intended to contribute to the authority’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 authority.

2017/18 2018/19
£000 £000
3,399 | Net surplus or (deficit) on the provision of services (CI&ES page 47) 5,910
Adjustments to net surplus or deficit on the provision of services for non-cash
9,125 6,550
movements (Note 27a)
Adjustment for items included in the net surplus or deficit on the provision of
(11,940) services that are investing or financing activities (Note 27b) (14,108)
584 | Net cash flows from Operating Activities (Note 27) (1,648)
2,479 | Investing Activities (Note 28) (3,500)
(2,710) | Financing Activities (Note 29) 6,709
353 | Net increase or (decrease) in cash and cash equivalents 1,561
1,003 | Cash and cash equivalents at the beginning of the reporting period 1,356
1,356 | Cash and cash equivalents at the end of the reporting period (Note 21) 2,917

Cash and Cash Equivalents at the beginning and end of the 2018/19 reporting period have been
defined to be net of the bank overdraft.
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Notes to the Main Financial Statements

NOTE: values throughout these accounts are presented rounded to whole numbers (usually
thousands or millions of pounds). Totals in supporting tables and notes may appear not to cast,
cross-cast, or exactly match to the Core Financial Statements or other tables, due to rounding
differences.

1

EXPENDITURE AND FUNDING ANALYSIS — NOTE TO MAIN FINANCIAL STATEMENT

The Expenditure and Funding Analysis note 1 is presented on page 46.

ACCOUNTING POLICIES

These notes explain the policies used to ensure the Council’s financial position is fairly presented.

2.1 General Principles

The Statement of Accounts summarises the Council’s transactions for the 2018/19 financial year
and its position at the year end of 31 March 2019. The Council is required to prepare an annual
Statement of Accounts by the Accounts and Audit (England) Regulations 2015 which require the
accounts to be prepared in accordance with proper accounting practices. These practices
primarily comprise the Chartered Institute of Public Finance and Accountancy 2018/19 Code of
Practice on Local Authority Accounting in the United Kingdom (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.

2.2 Accruals of Income and Expenditure (Revenue Recognition)

The Income and Costs of the Council are accounted for in the period to which they relate,
regardless of when the cash is paid or received. In particular:

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

e Revenue from Council Tax and Business Rates is measured at the full amount
receivable (net of impairment losses) as they are non-contractual, non-exchange
transactions. Revenue from non-exchange transactions shall be recognised when it is
probable that the economic benefits or service potential associated with the transaction
will flow to the authority, and the amount of the revenue can be measured reliably.

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 if balances are material.

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.

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

52



relevant financial instrument rather than the cash flows fixed or determined by the
contract.

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

2.3 Cash and Cash Equivalents

Cash and Cash Equivalents are shown net of bank overdrafts that are repayable on demand.
Cash consists of cash in hand and deposits repayable without penalty on notice of not more than
24 hours.

Cash Equivalents consist of highly liquid investments which mature in less than three months
from the date of acquisition and that are readily convertible to known amounts of cash with
insignificant risk of change in value.

2.4 Charges to Revenue for Non-Current Assets

To record the cost of holding non-current assets during the year, services, and support services
are debited with depreciation charges, revaluation and impairment losses in excess of
accumulated revaluation gains, and amortisation charges in respect of intangible assets.

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

2.5 Council Tax and Non-Domestic Rates

Billing authorities such as Chorley Borough Council act as agents, collecting council tax and non-
domestic rates (NDR) on behalf of the major preceptors (including government for NDR) and, as
principals, collecting council tax and NDR for themselves. Billing authorities are required by
statute to maintain a separate fund (i.e. the Collection Fund) for the collection and distribution of
amounts due in respect of council tax and NDR. Under the legislative framework for the Collection
Fund, billing authorities, major preceptors and central government share proportionately the risks
and rewards that the amount of council tax and NDR collected could be less or more than
predicted.

Accounting for Council Tax and National Non-Domestic Rates

The council tax and NDR income included in the Comprehensive Income and Expenditure
Statement is the authority’s share of accrued income for the year. However, regulations determine
the amount of council tax and NDR that must be included in the authority’s General Fund.
Therefore, the difference between the income included in the Comprehensive Income and
Expenditure Statement and the amount required by regulation to be credited to the General Fund
is taken to the Collection Fund Adjustment Account and included as a reconciling item in the
Movement in Reserves Statement.

The Balance Sheet includes the authority’s share of the end of year balances in respect of council

tax and NDR relating to arrears, impairment allowances for doubtful debts, overpayments and
prepayments and appeals.
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2.6 Contingent Assets and Liabilities

A contingent asset or liability arises where an event has taken place that gives the Authority a
possible asset or obligation whose existence will only be confirmed by the occurrence or
otherwise of uncertain future events not wholly within its control. Contingent liabilities are not
recognised in the Balance Sheet but are disclosed in a note to the core financial statements.
Contingent assets are disclosed in a note where it is probable that there will be an inflow of
economic benefits or service potential.

2.7 Exceptional Items

When items of income or expense are material, their nature and amount is disclosed separately,
either on the face of the Comprehensive Income and Expenditure Statement, or in the notes to
the main financial statements, depending on their significance.

2.8 Employee Benefits

Benefits payable during employment

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

Termination benefits

These are amounts payable as a result of a decision to terminate an officer's employment before
the normal retirement date or a decision by an officer to accept voluntary redundancy. The costs
are recognised when the Council commits itself to terminate the employment of an officer or
group of officers or makes an offer to encourage voluntary redundancy. The charge is made to
the relevant service line in the Comprehensive Income and Expenditure Statement.

Where termination benefits involve the enhancement of pensions, statutory provisions require the
General Fund balance to be charged with the amount payable by the Council to the pension fund
or pensioner in the year, not the amount calculated according to the relevant accounting
standards. In the Movement in Reserves Statement, appropriations are required to and from the
Pension Reserve to remove the notional debits and credits for pension enhancement termination
benefits and replace them with debits for the cash paid to the pension fund and pensioners and
any such amounts payable but unpaid at the year-end.

Post-employment benefits

Employees are members of the Local Government Pension Scheme which provides defined
benefits to members. Full details of transactions are given in Note 38. The following notes explain
the methodology.

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

o quoted securities — current bid price

o unquoted securities — professional estimate

o unitised securities — current bid price

o property — market value

The change in net pension liability is analysed into the following components:

Service cost comprising:

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

e past service cost — the increase in liabilities as a result of a scheme amendment or
curtailment whose effect relates to years of service earned in earlier years will be debited to
the Surplus or Deficit on the Provision of Services in the Comprehensive Income and
Expenditure Statement as part of Non-Distributed Costs;

¢ net interest on the net defined benefit liability i.e. net interest expense for the Council - the
change during the period in the net defined benefit liability that arises from the passage of
time charged to the Financing and Investment Income and Expenditure line of the
Comprehensive Income and Expenditure Statement. This is calculated by applying the
discount rate used to measure the defined benefit obligation at the beginning of the period to
the net defined benefit liability at the beginning of the period, taking into account any
changes in the net defined benefit liability during the period as a result of contribution and
benefit payments;

Re-measurement comprising:

e the return on plan assets — excluding amounts included in net interest on the net defined
benefit liability — charged to the Pensions Reserve as Other Comprehensive Income and
Expenditure;

e actuarial gains and losses — changes in the net pensions liability that arise because events
have not coincided with assumptions made at the last actuarial valuation or because the
actuaries have updated their assumptions — charged to the Pensions Reserve as Other
Comprehensive Income and Expenditure.

Contributions paid to the pension fund:
e cash paid as employer’s contributions to the pension fund in settlement of liabilities; not
accounted for as an expense.

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

Discretionary Benefits

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

2.9 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
¢ 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.

2.10 Financial Instruments

Financial Liabilities

Borrowings are initially measured at fair value and carried at their amortised cost. The annual
charge to the Comprehensive Income and Expenditure Statement (CIES) is based on the carrying
amount multiplied by the effective rate of interest. The amount presented in the Balance Sheet is
the outstanding principal payable plus interest accrued at 31 March.

Gains or losses on premature redemption are charged to the Comprehensive Income and
Expenditure Statement unless they are the result of a restructure that involves the modification or
exchange of existing instruments, in which case they are added to the amortised cost and
charged over the life of the modified or exchanged loan. Where charged to the Comprehensive
Income and Expenditure Statement, regulations require discounts to be amortised over the
shorter of the life of the original loan or ten years. Greater discretion applies to premia, they can
be amortised over the life of the original or replacement loan, or a shorter period. A transfer is
done from the General Fund Balance to the Financial Instruments Adjustment Account to give
effect to these regulations.

Financial Assets

Financial assets measured at amortised cost are initially measured at fair value and carried at
amortised cost. The annual credit to the Financing and Investment Income and Expenditure line in
the Comprehensive Income and Expenditure Statement is based on the carrying amount
multiplied by the effective rate of interest. The amount presented in the Balance Sheet is the
outstanding principal receivable plus interest accrued at 31 March.

The council recognises expected credit losses on all of its financial assets measured 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 authority. Where a financial asset measured at amortised
cost is identified as being subject to an expected credit loss, this shall be recognised as an
impairment and the loss charged to Financing and Investment Income and Expenditure in the
Comprehensive Income and Expenditure Statement.
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2.11 Going Concern

The accounts have been prepared on the assumption that the Council will continue in existence
for the foreseeable future. Transfers of services under combinations of public sector bodies (such
as local government reorganisation) do not negate the presumption of going concern.

2.12 Government Grants and Other Contributions

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

¢ the authority will comply with the conditions attached to the payments, and

¢ the grants or contributions will be received.

Amounts recognised as due to the council 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 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 creditors. When conditions are satisfied, the grant or contribution
is credited to the relevant service line (attributable revenue grants and contributions) or Taxation
and Non-specific Grant Income and Expenditure (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.

Community Infrastructure Levy

The authority has elected to charge a Community Infrastructure Levy (CIL). The levy will be
charged on new builds with appropriate planning consent. The Authority charges for and collects
the levy, which is a planning charge. The levy income will be used to fund a number of
infrastructure projects to support the development of the area. CIL received is limited by
regulations. It is therefore recognised at the commencement date of the development in the
Comprehensive Income and Expenditure Statement in accordance with the above core
accounting policy for grants and contributions. CIL charges will be largely to fund capital
expenditure with a small proportion used to fund revenue.

2.13 Heritage Assets

Heritage assets are assets held principally for their contribution to culture and knowledge.

Astley Hall

The house was built in the mid-seventeenth century, and extended in 1825. It was given to

Chorley Council in 1922 as a memorial following the First World War. It houses a collection of
paintings and furniture and has accredited museum status awarded by the Arts Council. The
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house is valued using the depreciated cost method of valuation. Following a detailed condition
survey in 2010/11, its value was reduced to a nominal £1 to reflect the substantial repair liability

Other Heritage Assets

The council’s other heritage assets are all are reported in the Balance Sheet at insurance
valuation. The assets are as follows:

e Civic Regalia

o Astley Hall furniture and art collection

e Astley Park Entrance

¢ Benjamin Disraeli Statue

The carrying amounts of Heritage Assets are reviewed where there is evidence of impairment for
Heritage Assets, for example where an item has suffered physical deterioration or breakage. Any
impairment is recognised and measured in accordance with the Council’s general policies on
impairment.

The Council disposed of heritage assets in 2017/18. The proceeds of these items are accounted
for in accordance with the authority’s general provisions relating to the disposal of property, plant
and equipment. Disposal proceeds are disclosed separately in the notes to the financial
statements and are accounted for in accordance with statutory accounting requirements relating
to capital expenditure and capital receipts.

2.14 Intangible assets

Expenditure on assets that do not have physical substance but are identifiable and controlled by
the Council (e.g. software licences), is capitalised at cost if it will bring benefits to the Council for
more than one financial year. Internally generated assets are capitalised where it is demonstrable
that the Council will generate future economic benefits.

The cost is amortised over the economic life to reflect the pattern of consumption, the first year of
charge being that in which the expenditure is incurred. The charge is made to the relevant service
line in the Comprehensive Income and Expenditure Statement.

The postings in the Comprehensive Income and Expenditure Statement are reversed from the
General Fund balance in the Movement in Reserves Statement and charged to the capital
Adjustment Account.

2.15 Investment Properties

Investment properties are those held solely to earn rentals or for capital appreciation. The
definition is not met if the property is used in any way to facilitate the delivery of services or
production of goods or is held for sale.

They are measured initially at cost and subsequently at fair value. They are not depreciated but
are re-valued annually by a RICS-qualified valuer. Gains and losses on revaluation are posted to
the Financing and Investment Income and Expenditure line in the Comprehensive Income and
Expenditure Statement. The same treatment is applied to gains and losses on disposal. Gains
and losses on revaluation and disposal are not permitted by statute to impact on the council tax. A
reversal is therefore done between the General Fund Balance and the Capital Adjustment
Account (or, in the case of sale proceeds exceeding £10,000, to the Capital Receipts Reserve).

Rentals received in relation to investment properties are credited to the Financing and Investment
Income line in the Comprehensive Income and Expenditure Statement.
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2.16 Leasing

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

If the lease covers both land and buildings, then the land and building elements are considered
separately for classification.

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

The Authority as lessee

Operating leases
Rentals are charged to the Comprehensive Income and Expenditure Statement as an expense of
the service benefitting from the asset.

The Authority as lessor

Finance Leases

Where the Authority grants a finance lease over an asset, it is written out of the Balance Sheet
and charged to the “gain or loss on disposals” line in Other Operating Expenditure in the
Comprehensive Income and Expenditure Statement. The Authority’s net investment in the lease
is credited to the same line, matched by a Long-Term Debtor in the Balance Sheet.

Lease rental receipts are split between finance income (credited to the Financing and Investment
Income and Expenditure line in the Comprehensive Income and Expenditure Statement), and the
principal element applied to write down the Long-Term Debtor.

Operating leases

Where the Authority grant an operating lease over an asset it remains on the Balance Sheet, and
the income is credited to the Financing and Investment Income and Expenditure line in the
Comprehensive Income and Expenditure Statement.

2.17 Non-Current Assets Held for Sale

Accounting treatment is detailed in the Property Plant and Equipment, Disposal and Non-Current
Assets Held for Sale policy.

2.18 Overheads

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

2.19 Prior Period Adjustments, Changes in Accounting Policies, and Estimates and Errors
Prior period adjustments may arise as a result of a change in accounting policies or to correct a
material error. Changes in estimates are accounted for prospectively, i.e. in the current and future
years affected by the change, and do not give rise to a prior period adjustment.

Changes in accounting policies are only made when required by proper accounting practice or if

the change provides more reliable or relevant information about the effect of transactions on the
Council’s financial position or financial performance. Where a change is made it is applied
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retrospectively by adjusting opening balances and comparative amounts from prior periods.
Material errors will also require a prior period adjustment. Material errors discovered in prior
period figures are corrected retrospectively by amending opening balances and comparative
amounts for the period.

2.20 Property Plant and Equipment (PPE)

All expenditure on the acquisition, creation, or enhancement of Property, Plant and Equipment is
capitalised on an accruals basis, provided it exceeds the ‘de minimis’ threshold of £5,000 and
provides benefits to the Council for a period of more than one year.

Measurement

Assets are initially measured at cost, comprising the purchase price, and any costs attributable to
bringing the asset to the location and condition necessary for it to be capable of operating in the
manner intended by the Council. The Authority does capitalise borrowing costs incurred whilst
major assets are under construction.

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

e Infrastructure, Community Assets, Assets under Construction, and equipment, are held at
depreciated historical cost.

. Surplus assets have a current value measurement base of fair value, which is estimated at
highest and best use from a market participant’s perspective.

o All other assets are measured at current value, determined as the amount that would be
paid for the asset in its existing use.

In respect of specialised assets, if there is an absence of market based evidence of value,

depreciated replacement cost is used as an estimate of current value.

Valuations are provided by RICS-qualified valuers, are on the basis recommended by CIPFA, and
accord with the Statement of Asset Valuation Principles and Guidance Notes issued by the RICS.
Assets held in the Balance Sheet at current value are revalued sufficiently regularly to ensure that
their carrying amount is not materially different from their current value at the year-end, but as a
minimum every five years.

Increases in valuations are credited to the Revaluation Reserve unless they reverse previous
losses charged to the Comprehensive Income and Expenditure Statement, in which case the gain
shall be credited to that account. A fall in value will be charged firstly against any balance held in
the Revaluation Reserve. If this is insufficient or non-existent, the charge is made to the relevant
service line in the Comprehensive Income and Expenditure Statement.

The Revaluation Reserve contains revaluations gains recognised since 1 April 2007 only, the date
of its formal inception. Gains arising before that date have been consolidated into the Capital
Adjustment Account.

Depreciation
Non-current assets held for sale, assets under construction, and assets without a determinable

finite useful life (such as freehold land and certain community assets) are not depreciated.

Other property is depreciated over its useful life on a straight line basis. Depreciation is based on
the opening value of assets, weighted for part-year acquisitions or disposals if appropriate.
Components are separately depreciated if:

e  The total value of the host asset (excluding land) exceeds £0.5m and

e  The value of the component exceeds 20% of the asset value (excluding land)
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Depreciation periods are as follows:

years
Property (excluding components separately identified) 5-70
Property components - mechanical 25
Portable office facilities 10-15
Vehicles 3-10
IT equipment 3-5
Other equipment 5-15

Revaluation gains are also depreciated by transfer of the difference between the current value
depreciation charge and the historic cost depreciation charge, from the Revaluation Reserve to
the Capital Adjustment Account.

Impairment
All assets are reviewed annually for impairment. If the recoverable amount of an asset is

estimated to be less than its carrying amount, an impairment loss is recognised for the shortfall.
Impairment losses are charged against revaluation gains held in the Revaluation Reserve. If
these are inadequate the loss is charged to the relevant service line in the Comprehensive
Income and Expenditure Statement.

If an impairment loss is subsequently reversed, the reversal, up to the amount of the original loss
adjusted for depreciation, is credited to the relevant service line in the Comprehensive Income
and Expenditure Statement.

Disposal and Non-current Assets Held for Sale

When it becomes probable that the carrying amount of an asset will be recovered principally
through a sale transaction rather than through continuing use, it is reclassified as an Asset Held
for Sale and shown within current assets. The asset is re-valued immediately and carried at the
lower of this amount and fair value less costs to sell. If assets subsequently fail to meet the
criteria to be classified as Assets Held for Sale, they revert are reclassified back to non-current
assets and valued at the lower of their carrying amount before they were classified as held for
sale (adjusted for depreciation, amortisation or revaluations) and their recoverable amount at the
date of the decision not to sell.

On disposal the carrying amount of an asset is written off to the Other Operating Expenditure line
in the Comprehensive Income and Expenditure Statement as part of the gain or loss on disposal.
Receipts exceeding £10,000 from disposal are credited to the same line; lesser receipts are
included as service income in cost of services. Any revaluation gains accumulated in the
Revaluation Reserve are transferred to the Capital Adjustment Account.

Capital Charges and Council Tax

The postings in the Comprehensive Income and Expenditure Statement in respect of
depreciation, impairment, disposals and revaluation are reversed in the Movement in Reserves
Statement to avoid impacting on council tax. Capital Receipts exceeding £10,000 are reversed to
the Capital Receipts Reserve. Other reversals are to the Capital Adjustment Account

2.21 Provisions

Provisions are made where an event has taken place that gives the Council an obligation that
probably requires settlement by a transfer of economic benefits, but where the timing is uncertain.
Provisions are charged to the appropriate revenue account. Expenditure, when incurred, is
charged directly to the provision.
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2.22 Reserves

Reserves are created by appropriating amounts from the General Fund Balance in the Movement
in Reserves Statement. When expenditure to be financed from the reserve is incurred, it is
charged to the relevant service in the Comprehensive Income and Expenditure Statement, and
the reserve is appropriated back into the General Fund Balance through the Movement in
Reserves Statement.

2.23 Revenue Expenditure Funded from Capital Under Statute

Expenditure incurred during the year that may be capitalised under statutory provision but 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.

If the Authority has determined to use capital resources to meet the cost (as opposed to funding
from revenue), a transfer is done in the Movement in Reserves Statement, from the General Fund
Balance to the Capital Adjustment Account so that there is no impact on the council tax.

2.24 Value Added Tax
VAT is included in the accounts only to the extent that it is irrecoverable.

2.25 Fair Value Measurement

The Council measures some of its non-financial assets such as investment properties 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

e in the absence of a principal market, in the most advantageous market for the asset or
liability.
Valuations of non-financial assets are provided by Royal Institution of Chartered Surveyors

(RICS)-qualified valuers, are on the basis recommended by CIPFA, and accord with the
Statement of Asset Valuation Principles and Guidance Notes issued by the RICS.

The Council measures the fair value of an asset or liability using the assumptions that market
participants would use when pricing the asset or liability, assuming that market participants act in
their economic best interest.

When measuring the fair value of a non-financial asset, the Council 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 Council uses valuation techniques that are appropriate in the circumstances and for which
sufficient data is available, maximising the use of relevant observable inputs and minimising the
use of unobservable inputs.

Inputs to the valuation techniques in respect of assets and liabilities for which fair value is

measured or disclosed in the Council's financial statements are categorised within the fair value
hierarchy, as follows:
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e Level 1 - quoted prices (unadjusted) in active markets for identical assets or liabilities that
the Council can access at the measurement date

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

e Level 3 - unobservable inputs for the asset or liability

3 ACCOUNTING STANDARDS THAT HAVE BEEN ISSUED BUT HAVE NOT YET BEEN
ADOPTED

The 2018/19 Code requires changes in accounting policy to be applied retrospectively unless
alternative transitional arrangements are specified in the Code. The Code 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.

The standards that may be relevant for additional disclosures that will be required in the 2018/19
and 2019/20 financial statements in respect of accounting changes that are introduced in the
2019/20 Code are:

e amendments to IAS 40 Investment Property in respect of transfers of Investment
Property,
annual improvements to IFRS Standards 2014-2016 Cycle,
IFRIC 22 Foreign Currency Transactions and Advance Consideration,
IFRIC 23 Uncertainty over Income Tax Treatments, and
amendments to IFRS 9 Financial Instruments in respect of prepayment features with
negative compensation.

The Council does not anticipate that the above amendments will have a material impact on the
information provided in the financial statements.

4 CRITICAL JUDGEMENTS IN APPLYING ACCOUNTING POLICIES

In applying the accounting policies set out in Note 2, the Authority has made certain judgements
about complex transactions or those involving uncertainty about future events. The critical
judgements made in the Statement of Accounts are:

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

¢ Judgement has been applied in accounting for the leasing by the Council to tenants of
offices, industrial units and sites, and retail units in Market Walk Shopping Centre as
operating leases. The Code defines operating leases as a lease other than a finance
lease; whereas a finance lease transfers substantially all the risks and rewards incidental
to ownership of an asset, potentially including title. The accounts have been prepared by
applying the judgement that ownership of such leased assets would not transfer to the
lessees.

e The Authority does not consider that the preparation of group accounts is required.
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5 ASSUMPTIONS ABOUT THE FUTURE AND OTHER MAJOR SOURCES OF ESTIMATION
UNCERTAINTY

The Statement of Accounts contains figures estimated on the basis of historical experience,
current trends and other relevant factors. The following table notes items for which there is a
significant risk of material future adjustment:

Item

Uncertainty

Effect if actual results differ

Pensions
liability

The estimated liabilities depend on a number of complex
judgements. These include future retirement ages,
mortality rates, salary increases, returns on investments
and discount rates. A firm of consulting actuaries is
engaged to provide advice on these assumptions.

Sensitivity to the factors
contributing to this estimate is
shown in Note 38j. Small
changes have major impacts
on the pension deficit.

Debtors

Note 20 shows total debtors of £5.645m, of this figure
£1.391m relates to uncollected housing benefit
overpayments. Changes in the administration of benefits
are pending which may affect recovery in future years. The
provision made for these debts has therefore been
maintained at 70% to reflect this.

Any additional impairment will
be a charge to the
Comprehensive Income and
Expenditure Statement.

Asset
valuations

Note 15 shows that fixed assets valued at £99m are
carried at either fair value or current value. The valuations
have been carried out by qualified valuers in accordance
with Royal Institution of Chartered Surveyors Guidance.

Assets subject to review had a valuation date of 31st
March 2015 or earlier. The council also revalued the
Market Walk Shopping Centre as the asset was valued at
£20.4m at the end of 17/18 and therefore represented a
large proportion of the council’s total asset portfolio. The
shopping centre’s existing use value was reduced to
£18.5m in 2018/19 reflecting changes in the retail market
and a number of leases that remain under review.

The values are only estimates
and thus could over or
understate the actual values
realisable if sale actually
occurred.

A fall in the value of the
council’s investment
properties will result in a
charge to the CIES. Every
10% fall in the total value of
the council’s investment
properties would result in a
£88k charge to the CIES.

Provisions

The Authority has made a provision of £1.180m for its
share of the cost of backdated appeals against
overcharging of business rates. The estimate has been
calculated using the Valuation Office Agency (VOA)
ratings list of appeals and the analysis of successful
appeals to date when providing the estimate of total
provision up to and including 31 March 2019. See note 24.

If the value of successful
appeals exceeded the
provision there would be a
reduction in the local share of
business rates income
available to fund the
Authority’s services.

Fair value
measure-
ments

When the fair values of financial assets and financial
liabilities cannot be measured based on quoted prices in
active markets (i.e. Level 1 inputs), their fair value is
measured using valuation techniques (e.g. quoted prices
for similar assets or liabilities in active markets). Where
possible, the inputs to these valuation techniques are
based on observable data, but where this is not possible

The Council uses the market
approach to value of some of
its investment properties and
financial assets. The
unobservable inputs used in
the fair value measurement
include management
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judgement is required in establishing fair values. These | assumptions regarding rent
judgements typically include considerations such as | yield and growth, vacancy
uncertainty and risk. However, changes in the | levels (for investment
assumptions used could affect the fair value of the | properties). Significant
Council's assets and liabilities. Where Level 1 inputs are | changes in any of the

not available, the Council employs relevant experts to | unobservable inputs would
identify the most appropriate valuation techniques to | result in a lower or higher fair
determine fair value (for example for investment | value measurement for the
properties, the Council's Senior Valuer). Information about | investment properties and
the valuation techniques and inputs used in determining | financial assets.

the fair value of the Council's assets and liabilities are
disclosed in note 2 and note 19.

6 MATERIAL ITEMS OF INCOME AND EXPENSE

This note identifies material items of income and expenditure. For the purposes of this note the
Council considers material items to be those greater than £1.104m.

Valuation of Market Walk Shopping Centre

The valuation of Market Walk Shopping Centre in 2018/19 resulted in a reduction in its existing
use value from £20.4m to £18.5m. There is no impact of this revaluation on the General Fund and
therefore no impact on the council tax payer, the revaluation is charged to the Revaluation
Reserve. The revaluation takes into consideration the slow-down in the retail industry as well as
several rent reviews within the shopping centre that are still outstanding. It is anticipated that the
future extension of the shopping centre will benefit the existing Market Walk and therefore may
lead to an improvement in rents and future valuations.

7 EVENTS AFTER THE REPORTING PERIOD

The Statement of Accounts was authorised for issue by the Chief Finance Officer on 31 July
20109.

Subsequent events are not reflected in the financial statements or in the notes. Where events
taking place before this date provided information about conditions existing at 31 March 2019,
the figures in the financial statements and notes have been adjusted in all material respects to
reflect the impact of this information.

There is one material non-adjusting event after the Balance Sheet date. On 23 July 2019, Council
approved the purchase of an asset within the Borough at a cost of £33.9m including fees and
Stamp Duty Land Tax.

8 NOTE TO THE EXPENDITURE AND FUNDING ANALYSIS
The Expenditure and Funding Analysis (note 1) is presented on page 46.
This note provides a reconciliation of the main adjustments to the Net Expenditure Chargeable to
the General Fund Balance to arrive at the amounts in the Comprehensive Income and

Expenditure Statement. The relevant transfers between reserves are explained in the Movement
in Reserves Statement.
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Adjustments for Capital Purposes
This column adds in depreciation and impairment and revaluation gains and losses in the services
line, and for:

Other operating expenditure — adjusts for capital disposals with a transfer of income on disposal
of assets and the amounts written off for those assets.

Financing and investment income and expenditure — the statutory charges for capital financing
i.e. Minimum Revenue Provision and other revenue contributions are deducted from other income
and expenditure as these are not chargeable under generally accepted accounting practices.

Taxation and non-specific grant income and expenditure — capital grants are adjusted for
income not chargeable under generally accepted accounting practices. Revenue grants are
adjusted from those receivable in the year to those receivable without conditions or for which
conditions were satisfied throughout the year. The Taxation and Non Specific Grant Income and
Expenditure line is credited with capital grants receivable in the year without conditions or for
which conditions were satisfied in the year.

Net Change for the Pensions Adjustments
Net change for the removal of pension contributions and the addition of IAS 19 Employee Benefits
pension related expenditure and income:

For services this represents the removal of the employer pension contributions made by the
authority as allowed by statute and the replacement with current service costs and past service
costs.

For Financing and investment income and expenditure - the net interest on the defined benefit
liability is charged to the CI&ES.

Other Differences
Other differences between amounts debited/credited to the Comprehensive Income and
Expenditure Statement and amounts payable/receivable to be recognised under statute:

The charge under Taxation and non-specific grant income and expenditure represents the
difference between what is chargeable under statutory regulations for council tax and NDR that
was projected to be received at the start of the year and the income recognised under generally
accepted accounting practices in the Code. This is a timing difference as any difference will be
brought forward in future Surpluses or Deficits on the Collection Fund.
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Adjustments between Funding and Accounting Basis

2018/19
Net change
Adjustments for
Adjustments from General Fund to arrive at the Comprehensive Income for Capital Pensions Other Total
and Expenditure Statement amounts Purposes [Adjustments|Differences |Adjustments
£'000 £'000 £'000 £'000
Customer & Digital 951 32 13 996
Policy & Governance 103 25 2 130
Early Intervention 702 15 Q) 716
Business Development & Growth 1,889 11 3 1,897
Budgets Excluded from Directorate Monitoring
- Pensions-related 0 219 0 219
- Housing Benefits/Council Tax Discounts 0 0 0 0
- Market Walk (excluding financing costs) 1,921 1 1 1,923
- Other expenditure 0 0 0 0
Net Cost of Services 5,566 303 12 5,881
Other Income and Expenditure from the Expenditure and Funding Analysis (14,827) 1,154 (366) (14,039)
Difference between General Fund surplus or deficit and Comprehensive (9,261) 1,457 (354) (8,158)

Income and Expenditure Statement Surplus or Deficit on the Provision of
Services




Adjustments between Funding and Accounting Basis
2017/18
Net change

Adjustments for
Adjustments from General Fund to arrive at the Comprehensive Income for Capital Pensions Other Total
and Expenditure Statement amounts Purposes |Adjustments|Differences |Adjustments

£'000 £'000 £'000 £'000

Customer & Digital 696 96 (6) 786
Policy & Governance 34 67 9 110
Early Intervention 866 38 0 904
Business Development & Growth 2,684 24 D 2,707
Budgets Excluded from Directorate Monitoring 0 0 0 0
- Pensions-related 0 368 0 368
- Housing Benefits/Council Tax Discounts 0 0 0 0
- Market Walk (excluding financing costs) 524 1 0 525
- Other expenditure 0 0 0 0
Net Cost of Services 4,804 594 2 5,400
Other Income and Expenditure from the Expenditure and Funding Analysis (8,155) 1,226 (16) (6,945)
Difference between General Fund surplus or deficit and Comprehensive (3,351) 1,820 (14) (1,545)
Income and Expenditure Statement Surplus or Deficit on the Provision of
Services
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9 EXPENDITURE AND INCOME ANALYSED BY NATURE

The authority's expenditure and income is analysed as follows

2017/18 2018/19
£'000 £'000

Expenditure/Income
Expenditure
Employee benefits expenses 12,386 12,438
Other service expenses 38,694 37,117
Depreciation, amortisation, impairment 4,144 4,606
Interest payments 3,926 4,072
Precepts, tariffs and levies 6,801 7,007
Loss on the disposal of assets 3,064 13
Total expenditure 69,015 65,253
Income
Fees, charges and other service income (8,457) (8,406)
Interest and investment income (2,390) (2,566)
Income from council tax and non-domestic rates (16,685) (17,179)
Government grants and contributions (32,521) (34,208)
Other grants and contributions (9,548) (8,805)
Gain on the disposal of assets (2,813) 0
Total income (72,414) (71,163)
Surplus or Deficit on the Provision of Services (3,399) (5,910)
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10 ADJUSTMENTS BETWEEN ACCOUNTING BASIS AND FUNDING BASIS UNDER

REGULATIONS

This note details the adjustments that are made to the total comprehensive income and
expenditure recognised by the authority in the year in accordance with proper accounting practice
to arrive at the resources that are specified by statutory provisions as being available to the
authority to meet future capital and revenue expenditure.

2018/19 Usable Reserves

General Capital Capital

Fund Receipts Grants Unusable
Balance Reserve | Unapplied Reserves
£'000 £000 £000 £000

Adjustments to the Revenue Resources
Amounts by which income and expenditure included in the
Comprehensive Income and Expenditure Statement are different
from revenue for the year calculated in accordance with statutory
requirements
Pensions costs (transferred to (or from) the Pensions Reserve (1,457) 0 0 1,457
Council Tax and NDR (transfers to or from Collection Fund 364 0 0 (364)
Adjustment Account)
Holiday pay (transferred to the Accumulated Absences Reserve) (10) 0 0 10
Reversal of entries included in the Surplus or Deficit on the 6,479 0 (5,752) (727)
Provision of Services in relation to capital expenditure (these
items are charged to the Capital Adjustment Account)
Total Adjustments to Revenue Resources 5,376 0 (5,752) 376
Adjustments between Revenue and Capital Resources
Transfer of non-current asset sale proceeds from revenue to the 149 (149) 0 0
Capital Receipts Reserve
Statutory & voluntary provision for the repayment of debt (transfer 542 0 0 (542)
from the Capital Adjustment Account)
Capital expenditure financed from revenue balances (transfer to 2,001 0 0 (2,091)
the Capital Adjustment Account)
Total Adjustments between Revenue and Capital Resources 2,782 (149) 0 (2,633)
Adjustments to Capital Resources
Use of the Capital Receipts Reserve to finance capital expenditure, 0 577 0 (577)
Application of capital grants to finance capital expenditure 0 0 5,688 (5,688)
Total Adjustments to Capital Resources 0 577 5,688 (6,265)
Total Adjustments 8,158 428 (64) (8,522)
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2017/18

Usable Reserves

General Capital Capital
Fund Receipts Grants Unusable
Balance Reserve | Unapplied Reserves
£000 £000 £000 £000

Adjustments to the Revenue Resources
Amounts by which income and expenditure included in the
Comprehensive Income and Expenditure Statement are different
from revenue for the year calculated in accordance with statutory
requirements
Pensions costs (transferred to (or from) the Pensions Reserve (1,821) 0 0 1,821
Council Tax and NDR (transfers to or from Collection Fund 16 0 0 (16)
Adjustment Account)
Holiday pay (transferred to the Accumulated Absences Reserve) @ 0 0 1
Reversal of entries included in the Surplus or Deficit on the (997) 0 (5,588) 6,585
Provision of Services in relation to capital expenditure (these
items are charged to the Capital Adjustment Account)
Total Adjustments to Revenue Resources (2,803) 0 (5,588) 8,391
Adjustments between Revenue and Capital Resources
Transfer of non-current asset sale proceeds from revenue to the 2,813 (2,813) 0 0
Capital Receipts Reserve
Statutory provision for the repayment of debt (transfer from the 487 2,270 0 (2,757)
Capital Adjustment Account)
Capital expenditure financed from revenue balances (transfer to 1,048 0 0 (1,048)
the Capital Adjustment Account)
Total Adjustments between Revenue and Capital Resources 4,348 (543) 0 (3,805)
Adjustments to Capital Resources
Use of the Capital Receipts Reserve to finance capital expenditure, 0 280 0 (280)
Application of capital grants to finance capital expenditure 0 0 1,548 (1,548)
Total Adjustments to Capital Resources 0 280 1,548 (1,828)
Total Adjustments 1,545 (263) (4,040) 2,758
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The following sets out a description of the reserves that the adjustments are made against.
General Fund Balance

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

Capital Receipts Reserve

The Capital Receipts Reserve holds the proceeds from the disposal of land or other assets, which
are restricted by statute from being used other than to fund new capital expenditure or to be set
aside to finance historical capital expenditure. The balance on the reserve shows the resources
that have yet to be applied for these purposes at the year-end.

Capital Grants Unapplied

The Capital Grants Unapplied Reserve holds the grants and contributions received towards
capital projects for which the Council has met the conditions that would otherwise require
repayment of the monies but which have yet to be applied to meet expenditure. The balance is
restricted by grant terms as to the capital expenditure against which it can be applied and/or the
financial year in which this can take place.
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11 TRANSFERS TO/FROM EARMARKED RESERVES

The movements in reserves during the year were as follows

Balance Balance Balance
1 April Transfers 31 March Transfers 31 March
Type of Earmarked Reserve 2017 Out (In) 2018 Out (In) 2019
£°000 £000 £000 £°000 £000 £000 £°000
Rephasing of planned expenditure (1,342) | 1,121 (1,000) (1,221) 934  (531) (818)
Rephasing of New Investment Projects (1,464) | 1,010 (1,040) (1,494) 964  (608) (1,139)
Grants reserved for specific expend. (144) 50 (70) (164) 59 (164) (268)
Financing of capital expenditure (2,725) 539  (516) (2,702) | 1,653  (441) (1,490)
Planning purposes including appeals (104) 156  (272) (220) 157  (185) (249)
Restructuring of services (53) 241 (600) (412) 260 (162) (314)
Retail Investment (112) 111 (114) (115) 18 0 (97)
Apprenticeships and Graduates (64) 12 0 (52) 0 (71) (123)
Resource equalisation (877) 0 (237) (1,114) 371 (290) (1,033)
Maintenance of Council buildings (209) 74 (360) (495) 239 (142) (398)
Maintenance of Grounds (29) 25 (10) (14) 0 (10) (24)
Elections 0 0 (90) (90) 29 0 (61)
Other (157) 39 (111 (229) 186 (16) (60)
Total (7,280) | 3,378 (4,420 (8322) | 4,869 (2,621) (6,075)

Purpose of Earmarked Reserves

o Rephasing of planned expenditure — there are a number of directorate initiatives which span
more than one financial year or for which funds have been budgeted but not yet started. These
reserves will ensure that such initiatives can be completed. They include ICT projects and
infrastructure £108Kk, slippage from 2018/19 and earlier years £319k, Highways & Transport
Strategy £90k, transformation challenge and public service reform £61k and neighbourhood
working £88k.

¢ Rephasing Investment Projects — there are a number of specific investment packages included
in the Council’'s annual revenue budget aimed at delivering corporate priorities. As delivery on
these schemes will be made over more than one year, these reserves enable unspent balances
to be carried forward to future years. They include investment budgets carried forward to 2019/20
£548k and an investment fund for realising income generation £585k.

e Grants reserved for specific expenditure — this represents income from government grants
received which have no conditions attached or where no expenditure has yet been incurred.

e Financing of capital expenditure — In 2018/19 £1.8m was utilised from reserves to fund the
capital programme. The majority, £1.5m, was used part-fund elements of the Market Walk
Extension programme including the additional car parking at Friday Street, Park Road and Arley
Street. £80k of reserves were used to part-fund the works to Coronation and Harpers Recreation
Grounds and £170k was utilised to fund the investment in ICT projects. Despite this investment
there remains £1.5m in reserves to fund future capital investment including play and open space,
additional CCTV and improvements to the council’'s cemeteries.
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12

Planning purposes including appeals — this reserve has been established to mitigate future
costs of planning appeals.

Restructuring of services — this reserve is provided to support the one-off staffing cost
implications of service transformation programmes.

Retail Investment — this reserve represents the council’s investment in the borough through the
Retail Grants Programme which provides specific funding for local businesses in the form of
refurbishment grants and business rate subsidy.

Apprenticeships for young people — this reserve provides funding over a two year period for
apprenticeships within the Customer Transformation service.

Resource equalisation — this represents the Business Rates Retention reserve £643k and
Market Walk income equalisation reserve £390k established to minimise the risk of fluctuations in
future income levels from Business Rates and the Council owned shopping precinct.

Maintenance of Council buildings - this reserve has been established to provide funding for
future asset improvement works in relation to the council owned Market Walk retail precinct and
other Council properties.

Maintenance of Grounds - this reserve provides for future investment in the council’s parks and
open spaces.

Elections — this has been established to equalise the costs of holding local elections over the
Council’s four year election cycle.

Other - this represents other balances set aside in reserves to mitigate the impact of various
issues including potential future bad debts on Council Tax Summons/Liability Orders and changes
in the Council’s pay policy.

OTHER OPERATING EXPENDITURE

2017/18 2018/19
£000 £000
643 | Parish council precepts 671
3,064 | (Gains)/losses on disposal of non-current assets 162
(249) | Capital receipts from the sale of previously transferred housing stock (98)
(2,564) | Other capital receipts (51)
894 | Total 684
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13 FINANCING AND INVESTMENT INCOME AND EXPENDITURE

2017/18 2018/19
£000 £000
414 | Interest payable and similar charges 485
1,226 | Net interest on the net defined benefit liability (asset) 1,153
(36) | Interest receivable and similar income (65)
Income and Expenditure in relation to investment properties and
(67) ) R (65)
changes in their fair value
1,537 | Total 1,508
14 TAXATION AND NON-SPECIFIC GRANT INCOME & EXPENDITURE
2017/18 2018/19
£000 £000
(7,233) | Council tax income (7,586)
(3,294) | Non-domestic rates income and expenditure (3,257)
(5,951) | Non ring-fenced government grants (Note 36) (4,625)
(7,074) | Capital grants and contributions (Note 36) (12,357)
(23,552) | Total (27,825)

14(a) LANCASHIRE BUSINESS RATES POOL

This council is part of the Lancashire Business Rates Pool which began on 1 April 2016. In a
Business Rate Pool, tariffs, top-ups, levies and safety nets can be combined. This can result in a
significantly lower levy rate or even a zero levy rate meaning that more or all of the business rate
growth can be retained within the pool area instead of being payable to the Government.

The Lancashire Business Rates Pool, which includes most but not all of the local authorities in
Lancashire, has been designated by the Secretary of State for Housing, Communities and Local
Government and the retained levy in Lancashire has been distributed as follows:

e Lancashire County Council is paid 10% of the overall retained levy;
e Each district within the pool retains 90% of their levy.

With regard to this council, the total retained levy is £798,029 (£843,563 in 2017/18), hence under
pooling we have benefited from extra income of £718,226 (£759,207 in 2017/18). Lancashire County
Council has received the remaining 10% of retained levy.

As part of the pool arrangements, one authority must be designated as lead authority, which in the
case of the Lancashire Business Rates Pool is Ribble Valley Borough Council. As part of this
arrangement a total fee of £20,000 is payable, charged equally to all members of the pool to Ribble
Valley Borough Council in their role as lead.

In the Lancashire Business Rates Pool each council bears its own risk and takes its own reward
under the pool agreement, i.e. no sharing of a volatility reserve.

Below is a summary of the Lancashire Business Rates Pool members and relevant transactions.
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10%

Retained
Levy
Retained payable Net
Tariffs and Levy on to/ Retained
Lancashire Business Rates Authority Top-ups Growth receivabl Levy
Pool Members 2018/19 Type 2018/19 2018/19 e by LCC 2018/19
£ £ £ £
Burnley Borough Council Tariff 5,813,386 (779,370) 77,937 (701,433)
Chorley Borough Council Tariff 6,255,602 (798,029) 79,803 (718,226)
Fylde Borough Council Tariff 7,792,807 (640,137) 64,014 (576,123)
Hyndburn Borough Council Tariff 3,817,977 (554,502) 55,450 (499,052)
Pendle Borough Council Tariff 3,259,593 (355,927) 35,593 (320,334)
Ribble Valley Borough Council Tariff 4,147,262 (725,653) 72,565 (653,088)
Rossendale Borough Council Tariff 2,610,199 (603,452) 60,345 (543,107)
South Ribble Borough Council Tariff 9,933,983 (1,190,680) 119,068 (1,071,612)
West Lancashire Borough Council Tariff 8,367,158 (889,169) 88,917 (800,252)
Wyre Borough Council Tariff 6,577,163 (608,534) 60,853 (547,681)
Lancashire County Council (LCC) Top-up (152,078,891) 0 (714,545) (714,545)
Pool Total (93,503,761) (7,145,453) 0 (7,145,453)
Central Government 93,503,761 0 0 0
Total 0 (7,145,453) 0 (7,145,453)

Pool membership in 2017/18 did not include Burnley Borough Council

The Net Retained Levy for the council is shown within Business Rates Retention income on the
Comprehensive Income and Expenditure Statement, along with the council’s own share of growth

achieved in the year.
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15 PROPERTY PLANT AND EQUIPMENT

Other Vehicles Assets
land & & Plant Infra- Community Surplus under
Buildings etc. structure Assets Assets construction | Total

£000 £000 £000 £000 £000 £°000 £000
Cost or valuation
At 1 April 2018 64,178 5,668 563 3,761 473 7,022 | 81,665
Additions 3,523 469 22 132 0 18,183 | 22,329
Donations 0 0 0 0 0 0
Revaluations recognised in
Revaluation Reserve (483) 0 0 0 (483)
Revaluation increases/
(decreases) recognised in the
Surplus/Deficit on the Provision of (3,754) 0 0 (61) 0 01 (3815
Services
De-recognition — disposals 0 (195) 0 0 0 0 (195)
De-recognition — other (194) (99) 0 0 0 0 (293)
Assets reclassified within PPE 0 0 0 0 0 0 0
Assets reclassified _(to)/from 0 0 0 0 0 0 0
Investment Properties
Assets reclassified (to)/from
Assets Held for Sale 0 0 0 0 0 0 0
Prior Year Adjustment reclassified
as REECUS 0 0 0 0 0 (166) (166)
At 31 March 2019 63,270 5,843 585 3,832 473 25,039 | 99,042
Depreciation and Impairment
At 1 April 2018 (2,494) (3,563) (356) (995) 0 0 | (7,408)
Depreciation charge (1,270) (276) (20) (127) 0 0 | (1,693)
Depreciation written out of
Revaluation Reserve 439 0 0 0 0 0 439
Depreciation written out to the
Surplus/Deficit on the Provision of 713 0 0 3 0 0 716
Services
Impairment (losses)/reversals
recognised in the Surplus/Deficit 200 0 0 0 0 0 200
on the Provision of Services
De-recognition — disposals 0 195 0 0 0 0 195
De-recognition — other 38 94 0 0 0 0 132
Othe_r mo_vements in depreciation 0 (1) 0 0 0 0 (1)
and impairment
At 31 March 2019 (2,374) (3,551) (376) (1,119) 0 0 | (7,420)
Net Book Value
At 31 March 2019 60,896 2,293 209 2,713 473 25,039 | 91,622
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Other Vehicles Infra- Community Surplus Assets

land & Plant structure Assets Assets under
Comparative Movements & etc. constructi Total
in 2017/18 Buildings on

£000 £000 £000 £000 £°000 £000 £000
Cost or valuation
At 1 April 2017 65,323 5,144 563 3,280 847 765 75,922
Additions 782 729 0 261 0 6,586 8,358
Revaluations recognised in
Revaluation Reserve 949 0 0 0 0 0 949
Revaluation increases/
(decreases) recognised in
the Surplus/Deficit on the
Provision of Services (2,987) 0 0 0 0 0 (2,987)
De-recognition — disposals 0 (72) 0 0 0 0 (72)
De-recognition — other 0 (133) 0 0 (390) 0 (523)
Assets reclassified within
PPE 111 0 0 220 2 (329) 0
Assets reclassified (to)/from
Investment Properties 0 0 0 0 0 0 0
Assets reclassified (to)/from
Assets Held for Sale 0 0 0 0 18 0 18
At 31 March 2018 64,178 5,668 563 3,761 473 7,022 81,665
Depreciation and
Impairment
At 1 April 2017 (3,429) (3,367) (337) (870) 0 0 (8,003)
Depreciation charge (1,235) (343) (29) (126) 0 0 (1,723)
Depreciation written out to
the Revaluation Reserve 1,559 0 0 1 0 0 1,560
Depreciation written out to
the Surplus/Deficit on the
Provision of Services 613 0 0 0 0 0 613
De-recognition — disposals 0 14 0 0 0 0 14
De-recognition — other 0 133 0 0 0 0 133
Other movements in
depreciation and
Impairment 2 0 0 0 0 0 (2
At 31 March 2018 (2,494) (3,563) (356) (995) 0 0 (7,408)
Net Book Value
At 31 March 2018 61,684 2,105 207 2,766 473 7,022 74,257
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Fixed Assets Valuations

During 2018/19 the valuations were carried out by the District Valuer's RICS-qualified Surveyors.
The basis of valuation is set out in the Accounting Policies note.

Otheéland \gag'gﬁf Infra- Community Surplus Assets ungier Total
. structure Assets Assets Construction
Buildings etc.
£000 £000 £000 £000 £000 £000 £000
Carried at 5,221 5,843 585 3,582 0 25,039 40,270
historical cost
Valued at fair
value as at:
31 March 2019 26,076 0 0 5 11 0 26,092
31 March 2018 16,184 0 0 26 230 0 16,440
31 March 2017 4,479 0 0 0 214 0 4,693
31 March 2016 7,889 0 0 0 18 0 7,907
31 March 2015 3,421 0 0 219 0 0 3,640
Total cost or 63,270 5,843 585 3,832 473 25,039 99,042
valuation

The Authority has considered whether the carrying value of PPE assets that have not been
revalued in the year is materially different to fair value. In revaluing assets during 2018/19. In
revaluing assets during 2018/19, the Council’s Surveyor has considered the effect any significant
movement in the value of revalued assets on the remaining assets not scheduled for revaluation,
and has confirmed that no further adjustments are required.

Capital Commitments

At 31 March 2019, the authority has entered into a number of contracts for the construction
or enhancement of property, plant and equipment in 2018/19 and future years budgeted to
cost £5.838m. The major commitments are:

Extension to Market Walk Shopping Centre — £5.594m
Strawberry Fields Digital Office Park — £0.244m

Impairment Losses

During 2018/19, the authority has recognised a reversal of impairment loss of £200k in relation to
windows at Chorley Town Hall Lancastrian suite. Since the initial impairment the windows were all
replaced and refurbished and so the impairment has been reversed, classified as other land and
buildings, through the CIES.

The reversal of the impairment loss has been credited to the Policy and Governance line in the
Comprehensive Income and Expenditure Statement.

The recoverable amount of the Town Hall has been measured at Existing Use Value (EUV). The
comparable method of valuation was used to arrive at the EUV for this asset. The inputs used
took the form of analysed and weighted market evidence such as sales, rentals and yields in
respect of comparable properties in similar locations on or around the valuation date. The inputs
are all considered to be Level 2 inputs which are observable but indirect comparables.

Material Items of Expenditure

During 2018/19 the authority made additions to PPE assets of £22.329m which is comparatively
higher than the figure from 2017/18 of £8.358m.
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The additions are mainly within the Assets Under Construction classification with the main

expenditure attributable to the following projects:
o Market Walk Extension - £5.052m
e Strawberry Fields Digital Office Park - £6.579m
o Primrose Gardens Extra Care Facility - £6.515m
o West Way Playing Fields - £0.037m

There was also significant expenditure on existing council assets as part of the programme to

provide additional town centre parking:

e Friday Street decked parking - £1.469m
e Cleveland Street car park - £0.401m

16 HERITAGE ASSETS

. 2017/1 2018/1

Cost or Valuation ijéog OE?(;Og

As at 1 April 2,394 2,452
Additions 24 0
Donations 21 0
Revaluations recognised in Revaluation Reserve 80 78
Disposals (43) 0
Revaluations recognised in CI&ES (24) 0
As at 31 March 2,452 2,530

HERITAGE ASSETS - FIVE YEAR SUMMARY OF TRANSACTIONS

There were two disposals and no acquisitions during the five years 2013/14 to 2018/19. An asset
already held by the authority was recognised as a donated heritage asset during 2017/18 and
revalued accordingly.

HERITAGE ASSETS — FURTHER INFORMATION

The assets included within Heritage assets are as follows:

Civic Regalia

This mainly consists of mayoral badges, chains of office, and other regalia used in civic activities.
It was last re-valued in 2016.

Astley Hall

The house was built in the mid-seventeenth century, and extended in 1825. It was given to
Chorley Council in 1922 as a memorial following the First World War. It houses a collection of
paintings and furniture and has accredited museum status awarded by the Arts Council. The
house is valued using the depreciated cost method of valuation. Following a detailed condition
survey in 2010/11, its value was reduced to a nominal £1 to reflect the substantial repair liability.
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Astley Hall furniture and art collection

A large part of the collection was gifted to the Council with the house, but it has been added to
buy gifts and purchases in the following years. The collection consists of numerous minor works
of art and furniture. It is included in the statement of accounts at the 2019 insurance value of
£1.840m.

Astley Park Entrance

Astley Park was given, along with the Hall, to Chorley Council in 1922 in memory of those who
died in the Great War. After this transfer the arch, formerly of nearby Gillibrand Hall, was rebuilt
as the main entrance, which it still serves as today. Close to the main gates and arch is a former
drinking fountain, inscribed with the words “Erected by Ann Pollard AD 1861”. It was included in
the statement of accounts at the 2019 insurance value of £0.587m.

Benjamin Disraeli Statue

The statue was formerly situated on a rooftop on the corner of Chapel Street and Cleveland
Street on the building once known as Beaconsfield Buildings. The statue was erected in 1886,
after his death in 1881, by the Primrose League who met in the room below. The statue was
taken down and restored following problems with the roof and due to the prohibitive cost of
returning it to its original position was donated to the council and is now located in the Walled
Garden in Astley Park.

Preservation and management
The Council has a ten year plan for the use and maintenance of the hall and contents. Periodic

structural surveys are undertaken, the last during 2014/15. Additions and disposal of the
collection is managed in accordance with The Acquisitions and Disposal Policy.

INVESTMENT PROPERTIES

The following items of income have been accounted for in the Financing and Investment Income
and Expenditure line in the Comprehensive Income and Expenditure Statement.

2017/18 2018/19

£000 £000

Rental Income from investment property 67 67
Direct operating expenses arising from investment property 0 0
Net gain/(loss) 67 67

There are no restrictions on the Authority’s ability to realise the value inherent in its investment
property or its right to receipt of income or the proceeds of disposal. The authority has no
contractual obligations to purchase, construct or develop investment property or repairs,
maintenance or enhancement.

The assets are comprehensively re-valued every five years, and annually reviewed for any

indications that changes in yields or void levels warrant a review of fair values. The following table
summarises the movement in the fair value of these properties over the past years.
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2017/18 2018/19
£000 £000
Fair value at the start of the year 887 887
Disposals 0 0
Net gain/(loss) from fair value adjustments 0 (2)
Transfers:
(To)/From Property, Plant and Equipment 0 0
Value at year-end 887 885

Fair Value Hierarchy

All the Council’s investment property portfolio has been assessed as Level 2 for valuation
purposes.

Transfers between Levels of the Fair Value Hierarchy

There were no transfers between Levels during the year.

Valuation techniques used to determine Level 2 fair values for investment properties

The fair value for the investment properties has been measured using the market approach. The
approach is described at paras B5 to B7 of IFRS 13; it uses prices and other relevant information
generated by market transactions involving identical or comparable (i.e. similar) assets.

The inputs to this technique constitute Level 2 inputs in each instance. Level 2 inputs are inputs
that are observable for the asset, either directly or indirectly. The inputs used took the form of
analysed and weighted market evidence such as sales, rentals and yields in respect of
comparable properties in the same or similar locations at or around the valuation date.

Highest and Best Use of Investment Properties

In estimating the fair value of the Council’s investment properties the highest and best use of the
properties is the current use.

Valuation Techniques

There has been no change in the valuation techniques used during the year for investment
properties.

Valuation Process for Investment Properties

The fair value of the council’s investment property is measured annually at each reporting date.

All valuations are carried out in accordance with the methodologies and bases set out in the
professional standards of the Royal Institution of Chartered Surveyors (RICS).
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INTANGIBLE ASSETS

The Authority accounts for its computer software as intangible assets, to the extent that the
software is not an integral part of a particular IT system accounted for as part of the hardware

item of Property, Plant and Equipment.

All software is given a finite useful life, based on assessments of the period that the software is
expected to be of use to the Authority. Useful lives assigned to the major software suites used by

the Authority are:

Asset Description Amortl_satlon
Period
Website 3 years
Thin client implementation 7 years
Revenues & Benefits software 7 years

Amortisation is on a straight line basis. In 2018/19 the amortisation charge of £0.014m was

charged principally to the Customer & Digital directorate.

The movements on Intangible Asset balances during the year are as follows:

Balance at the start of the year
Gross carrying amount
Accumulated amortisation

Net carrying amount at year start
Movements in the year

Additions in year

Disposals in year

Amortisation in year

Amortisation in respect of disposals

Net carrying amount at the year-end

2017/18 2018/19
£7000 £7000
1,157 1,230
(1,141) (1,160)
16 70
74 8
0 0
(20) (14)
0 0
70 64

There are no significant contractual commitments, and no individual intangible assets the

amortisation of which is materially significant to the Council.
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19 FINANCIAL INSTRUMENTS

19a Categories of Financial Instruments

The following categories of Financial Instruments are carried in the Balance Sheet:

Long-term Current
M31 31 March 31 March 31 March
arch
2018 2019 2018 2019

£000 £'000 £000 £000
Investments
Cash in hand and at Bank, less Bank
Overdraft (Note 21) 0 0 1,356 2,917
Debtors
Loans and receivables 412 463 7,630 1,692
Debtors that are not Financial Instruments 0 0 1,987 3,953
Total Debtors 412 463 9,617 5,645
Borrowings
Elr_\an_mal liabilities at amortised cost - (13,990) (18,949) (1,262) (2,041)

rincipal

Financial liabilities at amortised cost —
Accrued Interest 0 0 (151) (174)

(13,990) (18,949) (1,413) (2,215)
Creditors
Financial liabilities carried at contract amount (664) (682) (1,938) (4,524)
Creditors that are not Financial Instruments 0 (4,053) (4,468)
Total Creditors (664) (682) (5,991) (8,992)

There has been no reclassification of assets and no pledges of collateral have been made in the
periods reported in these statements.
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19b Income, Expense, Gains and Losses

The amounts charged in the Comprehensive Income and Expenditure Statement are as follows:

2017/18 2018/19
Financial Financial Total Financial Financial Total
Liabilities Assets Liabilities Assets
at Loans & at Loans &
Amortised Receivables Amortised Receivables
Cost Cost
£°000 £°000 £’000 £°000 £°000 £°000
Interest 414 0 414 485 0 485
expenses
Impairment
Reduction 2 2 2 2
416 0 416 487 487
Interest income 0 (36)  (36) (65) 0 (65)
Total income 0 (36) (36) (65) 0 (65
Net (gain)/loss 378 492

for the year

19c Fair Values of Assets and Liabilities

Financial liabilities and financial assets represented by loans and receivables and long term
debtors and creditors are carried on the balance sheet at amortised cost. Their fair value can be
assessed by calculating the present value of the cash flows that take place over the remaining life

of the instruments (Level 2), using the following assumptions:

For loans from the Public Works Loans Board (PWLB) payable, new borrowing rates from the
PWLB have been applied to provide the fair value under PWLB debt redemption procedures.
An additional note to the table sets out the alternative fair value measurement applying the

premature repayment rates, highlighting the impact of the alternative valuation;

For non-PWLB loans payable, PWLB prevailing market rates have been applied to provide the
fair value under PWLB debt redemption procedures;

No early repayment or impairment is recognised;

Where an instrument has a maturity of less than 12 months or is a trade or other receivable
the fair value is taken to be the carrying amount or the billed amount;

The fair value of trade and other receivables is taken to be the invoiced or billed amount.
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The fair values calculated are as follows:

2017/18 2018/19
=il Ll ias Carrying Fair Value Carrying Fair Value
Amount Amount
£000 £000 £000 £000
PWLB Debt (15,403) (16,951) (20,164) (22,211)
Short Term Borrowing 0 0 (1,000) (1,000)
Short Term Creditors (1,938) (1,938) (4,524) (4,524)
Long Term Creditors (664) (664) (682) (682)
Total Liabilities (18,005) (19,553) (26,370) (28,417)

The fair value of the liabilities is greater than the carrying amount because the Council’s portfolio
of loans includes a number of fixed rate loans where the interest rate payable is higher than the
rates available for similar loans in the market at the balance sheet date. This shows a notional
future loss (based on economic conditions at 31 March 2019) arising from a commitment to pay
interest to lenders above current market rates.

The fair value of Public Works Loan Board (PWLB) loans of £22.211m measures the economic
effect of the terms agreed with the PWLB compared with estimates of the terms that would be
offered for market transactions undertaken at the balance sheet date. The difference between the
carrying amount and the fair value measures the additional interest that the authority will pay over
the remaining terms of the loans under the agreements with the PWLB, against what would be
paid if the loans were at the new borrowing rates from the PWLB.

The Authority has also calculated an exit price fair value for PWLB loans of £25.173m, which is
calculated using early repayment discount rates. The Authority has no contractual obligation to
pay these penalty costs and would not incur any additional cost if the loans run to their planned
maturity date.

2017/18 2018/19
Financial Assets Carrying Fair Value Carrying Fair Value
Amount Amount
£000 £000 £000 £000

Cash and Cash 1,356 1,356 2,017 2,017
Equivalents

Short Term Debtors 7,630 7,630 1,692 1,692

Long Term Debtors 412 453 463 497

Total Assets 9,398 9,439 5,072 5,106

Short Term debtors and creditors are carried at cost as this is a fair approximation of their value.

NATURE AND EXTENT OF RISKS ARISING FROM FINANCIAL INSTRUMENTS

Key risks

The authority’s activities potentially expose it to a variety of financial risks:

o Credit risk — the possibility that other parties might fail to pay amounts due to the Council,

e Liquidity risk — the possibility that the Council might not have funds available to meet its
commitments to make payments;
e Market risk — the possibility that financial loss might arise for the Council as a result of

changes in interest rates.
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Overall procedures for managing risk

The authority’s overall risk management programme focuses on the unpredictability of financial
markets and seeks to minimise potential adverse effects on the resources available to fund
services.

Risk management is carried out by the financial accounts team, under policies approved by the
council in the annual treasury management strategy. The council provides written principles for
overall risk management, as well as written policies covering specific areas, such as interest rate
risk, credit risk and the investment of surplus cash.

Credit risk

Credit risk arises from deposits with banks and financial institutions, as well as credit exposures to
the Council's customers.

This risk is minimised through the Annual Investment Strategy, which requires that deposits are
not made with financial institutions unless they meet minimum creditworthiness criteria, provided
by the council’s treasury advisor Capita Asset Services. The creditworthiness service combines
the credit ratings from all three ratings agencies (Fitch, Moody's and Standard & Poors) in a
sophisticated modelling process. The Annual Investment Strategy also imposes a maximum
amount and time to be invested with a financial institution located within each category.

The key areas of the Investment Strategy are as follows:

e The Council only lends to UK-incorporated financial institutions. This strategy does not
therefore specify a minimum sovereign rating.

e The Council may use AAA rated Money Market Funds.

e The Council may lend to the UK Government (which includes the Debt Management Office),
and UK Local Authorities.

Sundry Debtors

Assessment of the expected credit loss on the outstanding balance of short-term debtors is made
using a provision matrix based on the age of the outstanding debt and previous experience of
recovery rates. At 31 March 2019, the outstanding gross amount was £3.379m (£11.243m at 31
March 2018) and the maximum exposure to credit loss was assessed as £1.687m (£3.613m at 31
March 2018).

Of the £5.938m reduction in net debtors, £5.910m was in respect of Community Infrastructure
Levy (CIL) and S106 Contributions due from developers, and other capital grants, contributions
and receipts, mainly following payment by the developers.

The risk of loss has been fully provided for. No collateral is held as security.

Liquidity risk

The Council 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.

The Council has ready access to borrowings from the money markets to cover any day to day
cash flow requirements, and access to the Public Works Loans Board and money markets for
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longer term funds. The Council is required to provide a balanced budget through the Local
Government Finance Act 1992, which ensures sufficient monies are raised to cover annual

expenditure.

Interest rates on its borrowings at 31 March 2019 vary between 0.80% and 4.34%, and the

maturity analysis of its borrowing is as follows:

31 March 31 March

2018 2019

£000 £°000
Less than 1 year 1,413 1,215
Between 1 and 2 years 880 883
Between 2 and 5 years 2,220 2,641
More than 5 years 10,890 15,425
Total 15,403 20,164

Market risk

Interest rate risk — The Council has limited exposure to interest rate movements on its
borrowings and investments. Borrowings and short-term investments are not carried at fair value
on the balance sheet, so nominal gains and losses on fixed rate borrowings and investments do
not impact on the Comprehensive Income and Expenditure Statement. To mitigate risk the
Council’'s annual Treasury Strategy reviews interest rate forecasts and fixes prudential indicators
for fixed and variable interest rate exposure.

If all interest rates had been 1% higher (with all other variables held constant) the financial effect
would have been as shown in the following table:

Loss - Increase in interest payable on variable rate borrowings
Gain - Increase in interest receivable on variable rate investments
Gain - Impact on Comprehensive Income and Expenditure Statement

Gain - Decrease in fair value of fixed rate borrowing (no impact on Comprehensive
Income & Expenditure Statement)

£000

0
(68)

(68)

(2,440)

Price risk — The Council has no exposure to this risk, having no available for sale assets.

Foreign Exchange Risk — The Council has no material exposure to the risk of currency

movements.
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DEBTORS

Trade Receivables
Prepayments
Other Receivables

Gross Carrying Amount
Less Bad Debt Provisions

Net Carrying Amount

31 March 31 March
2018 2019
£000 £°000

341 463
596 634
12,743 6,651
13,680 7,748
(4,063) (2,103)
9,617 5,645

CASH AND CASH EQUIVALENTS

The balance of Cash and Cash Equivalents is made up of the following elements:

31 March 31 March
2018 2019
£000 £000
Cash held by the Authority 296 348
Bank current and call accounts 1,655 2,569
Bank Overdraft (595) 0
Total Cash and Cash Equivalents 1,356 2,917
ASSETS HELD FOR SALE
2017/18 | 2018/19
£000 £000

Balance outstanding at start of year 2,592 0

Assets newly classified as held for

sale:

Property, Plant and Equipment 0 0

Revaluation Losses 0 0

Revaluation Gains 0 0

Impairment Losses 0 0

Assets declassified as held for sale:

Property, Plant and Equipment (18) 0

Assets Sold (2,574) 0

Balance outstanding at year-end 0 0
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23 SHORT TERM CREDITORS

31 March 31 March
2018 2019
£000 £000
Trade Payables (1,670) (3,784)
Other Payables (4,321) (5,208)
Total (5,991) (8,992)

Short term creditors have increased by £3m 2018/19. This is mostly the result of the outstanding
payments relating to capital works completed in 2018/19 but not yet paid. £1.3m relates to
accrued expenditure and retention for Market Walk Extension project and £1.2m relates to
Primrose Gardens project.

24 PROVISIONS

The movements in provisions during the year were as follows

Balance Movements Balance
31 March 2018 | Used Added 31 March 2019
£°000 £°000 £°000 £°000
Municipal Mutual Insurance (14) 0 0 (14)
Business rates appeals (882) 367 (665) (1,180)
Total (896) 367 (665) (1,194)

Municipal Mutual — This Company was the Council’s insurer prior to it becoming insolvent in
1993. Under a Scheme of Arrangement the Council shares a liability with other Councils to pay
back a part of settlements received if the insurer’s ongoing liabilities exceed its assets.

Business Rates Appeals — This is held against the possibility of successful backdated appeals
against Business Rates valuations. There is a high degree of uncertainty about the amount of
any reduction granted, how far back it will apply, and when the appeal will be decided.

25 USABLE RESERVES

Movements in the Authority’s usable reserves are detailed in the Movement in Reserves
Statement (page 48). The purpose of General Fund Earmarked Reserves is detailed in Note 11.

31 March 2018 | 31 March 2019
£000 £000

General Fund Working Balance (4,000) (4,000)
General Fund Earmarked Reserves (8,322) (6,075)
Total General Fund Balance (12,322) (10,075)
Capital Receipts Reserve (1,499) (1,071)
S106 Contributions from developers (9,405) (7,634)
Community Infrastructure Levy (CIL) (4,283) (6,288)
Other Capital Grants and Contributions (278) (108)
Total Capital Grants and Contributions Unapplied (13,966) (14,030)
Total Usable Reserves at year-end (27,787) (25,176)
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26 UNUSABLE RESERVES

Revaluation Reserve (Note 26a)

Capital Adjustment Account (Note 26b)
Deferred Capital Receipts Reserve (Note 26c¢)
Pensions Reserve (Note 26d)

Collection Fund Adjustment Account (Note 26e)
Accumulated Absences Account (Note 26f)

Total Unusable Reserves at year-end

31 March 2018 31 March 2019
£000 £°000

(10,467) (10,172)

(26,611) (36,566)

(289) (289)

45,239 45,997

441 77

147 157

8,460 (796)

26a Revaluation Reserve

The Revaluation Reserve holds the gains arising from increases in the valuation of Property,

Plant and Equipment. The balance is reduced when assets with accumulated gains are:

¢ revalued downwards or impaired and the gains are lost

e used in the provision of services and the gains are consumed through depreciation, or

¢ disposed of and the gains are realised.

The Reserve holds only gains accumulated since 1 April 2007. Gains prior to that date were

consolidated in the Capital Adjustment Account.

Balance at 1 April

Upward revaluation of assets

Difference between fair value and historic cost depreciation
Downward revaluation and impairment not charged to the
Comprehensive Income & Expenditure Statement
Accumulated gains/losses on assets sold or scrapped

Balance at 31 March

2017/18 2018/19
£000 £000

(10,813) (10,467)
(3,012) (463)
61 174
423 427
2,874 157
(10,467) (10,172)
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26b Capital Adjustment Account

This account contains the following:

Sums set aside to finance capital expenditure
Accumulated gains and losses on Investment Properties

Revaluation gains on Property, Plant and Equipment accumulating prior to 1 April 2007
The difference between the charges required by accounting practice for the amortisation of
assets (depreciation and impairment) and the de-recognition of assets, and the capital

charges required by statute.

Balance at 1 April
Reversal of items relating to capital expenditure debited or

credited to the CI&ES
Charges for depreciation & impairment of non-current assets
Revaluation losses on Property, Plant and Equipment
Amortisation of intangible assets
Revenue expenditure funded from capital under statute
Amounts of non-current assets written off on disposal or
sale as part of the gain/loss on disposal to the CIES

Adjusting amounts written out of the Revaluation Reserve
Difference between fair value and historic cost depreciation
Accumulated gains/losses on assets sold or scrapped

Net written out amount of the cost of non-current assets
consumed in the year

Capital financing applied in the year
Use of Capital Receipts Reserve to finance new capital
expenditure
Capital grants & contributions credited to the CI&ES that have
been applied to capital financing
Application of grants to capital financing from Capital Grants
Unapplied
Statutory & voluntary provision for the repayment of debt
Capital expenditure charged to the General Fund Balance

Movements in the market value of Investment Properties
debited or credited to the CI&ES

Gain from recognition of donated assets credited to the
CIES

Balance at 31 March

2017/18 2018/19
£000 £000

(24,629) (26,611)
1,726 1,493
2,398 3,099
20 14
2,937 2,711
3,064 162
10,145 7,479
(61) (174)
(2,874) (156)
(2,935) (330)
7,210 7,149
(280) (576)
(3,538) (8,208)
(1,548) (5,688)
(2,757) (542)
(1,048) (2,091)
(9,171) (17,105)
0 2
(21) 0
(26,611) (36,566)
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26c Deferred Capital Receipts Reserve

The Deferred Capital Receipts Reserve holds the gains recognised on the disposal of non-
current assets but for which cash settlement has yet to take place. Under statutory arrangements,
the authority does not treat these gains as usable for financing new capital expenditure until they
are backed by cash receipts. When the deferred cash settlement eventually takes place, amounts

are transferred to the Capital Receipts Reserve.

2017/18 2018/19
£000 £000
Balance at 1 April (289) (289)
Transfer to Capital Receipts Reserve on receipt of cash 0 0
Balance at 31 March (289) (289)

26d Pensions Reserve

The Pensions Reserve absorbs the timing differences arising from the different arrangements for
accounting for post-employment benefits and for funding benefits in accordance with statutory
provisions. The authority accounts for post-employment benefits in the Comprehensive Income
and Expenditure Statement as the benefits are earned by employees accruing years of service,
updating the liabilities recognised to reflect inflation, changing assumptions and investment
returns on any resources set aside to meet the costs. However, statutory arrangements require
benefits earned to be financed as the authority makes employer’s contributions to pension funds
or eventually pays any pensions for which it is directly responsible. The debit balance on the
Pensions Reserve therefore shows a substantial shortfall in the benefits earned by past and
current employees and the resources the authority has set aside to meet them. The statutory
arrangements will ensure that funding will have been set aside by the time the benefits come to
be paid.

2017/18 2018/19

£000 £000
Balance at 1 April 49,829 45,239
Remeasurement of the net defined benefit liability (6,411) (699)
Reversal of charges posted to the Comprehensive Income & 3995 3685
Expenditure Statement ' '
Employe_rs contributions and direct payments to pensioners (2,174) (2,228)
payable in the year
Balance at 31 March 45,239 45,997




26e Collection Fund Adjustment Account

This account manages the differences arising from the recognition of Council Tax and Business
Rates income in the Comprehensive Income and Expenditure Statement as it falls due from
Council Tax payers and Business Rates payers compared with the statutory arrangements for
paying across amounts to the General Fund from the Collection Fund.

Balance at 1 April

Amount by which council tax and non-domestic rates
income credited to the Comprehensive Income and
Expenditure Statement is different from council tax and
non-domestic rates income calculated for the year in
accordance with statutory requirements

Balance at 31 March

2017/18 2018/19
£7000 £7000

457 441

(16) (366)

441 77

26f Accumulated Absences Account

The cost of compensated absences (e.g. leave entitlement) not taken by employees during the
year of account, is charged to the Comprehensive Income and Expenditure Statement. Statutory
arrangements require however that the impact on the General Fund Balance is neutralised by

transfers to or from this account.

Balance at 1 April

preceding year

Amounts accrued at the end of the current year
Amount by which officer remuneration charged to the
CI&ES on accruals basis differs from remuneration
chargeable in year in accordance with statutory
requirements

Balance at 31 March

Settlement or cancellation of accrual made at the end of the

2017/18 2018/19
£000 £000
146 147
(146) (147)
147 158
10
147 157

27 CASH FLOW STATEMENT — OPERATING ACTIVITIES

The cash flows for operating activities include the following items:

2017/18 2018/19
£000 £°000
Interest received 47 66
Interest paid (395) (462)
(348) (396)
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The surplus or deficit on the provision of services has been adjusted for the following non-cash

movements:
2017/18 2018/19
Note 27a: Non-cash movements
£000 £000

Depreciation 1,726 1,693
Impairment and downward valuations 2,398 3,066
Amortisation 19 14
Increase/(decrease) in creditors (244) (97)
(Increase)/decrease in debtors 122 (44)
(Increase)/decrease in inventories 17 0
Movement in pension liability 1,821 1,457
Carrying amount of non-current assets and non-current assets

: 3,064 161
held for sale, sold or derecognised
Other non-cash items charged to the net surplus or deficit on the 202 300
provision of services

9,125 6,550

The surplus or deficit on the provision of services has been adjusted for the following items that

are investing and financing activities:

Note 27b- | i q fi . tiviti 2017/18 2018/19
ote : Investing and financing activities
2 . £2000 £2000

Proceeds from the sale o_f property, plant and equipment, (2,813) (148)
investment property and intangible assets
Any ot_her items for which the cash effects are investing or (9,127) (13,960)
financing cash flows

(11,940) (14,108)

28 CASH FLOW STATEMENT = INVESTING ACTIVITIES

The following items have been included within investing activities in the cash flow statement.

Purchase of property, plant & equipment, investment
property and intangible assets.

Other payments for investing activities

Proceeds from the sale of assets.

Other receipts from investing activities

Net cash flows from investing activities

2017/18 2018/19
£000 £000
(8,705) (20,169)
(23) (57)
2,718 300
8,489 16,426
2,479 (3,500)
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29 CASH FLOW STATEMENT —= FINANCING ACTIVITIES

The following have been included within financing activities in the cash flow statement.

2017/18 2018/19
£000 £000
Cash receipts from short- and long-term borrowing 5,000 7,000
Repayments of short- and long-term borrowing (8,285) (1,261)
Other receipts from financing activities 575 970
Net cash flows from financing activities (2,710) (6,709)
Reconciliation of Liabilities arising from Financing Activities
Financing cash flows Other non- 31
1 April cash March
2018  Acquisitions Repayments changes 2019
£'000 £'000 £'000 £'000 £'000
Long-term borrowing 13,990 6,000 (1,041) 18,949
Short-term borrowing 1,413 1,000 (1,261) 1,063 2,215
Total borrowing 15,403 7,000 (1,261) 22 21,164
Creditors - Council Tax & NNDR 1,991 970 2,961
due to Preceptors & Central
Government
Total 17,394 7,970 (1,261) 22 24,125
30 MEMBERS ALLOWANCES
2017/18 2018/19
£000 £000
Allowances 295 310
Expenses 3 3
Total 298 313
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31 OFFICERS REMUNERATION

Remuneration of Senior Employees was as follows:

Chief Executive 2018/19 105 5 110 15 125
gsg;g&:hief Executive/Director (Early Intervention and 2018/19 82 10 91 12 103
Director (Policy and Governance) 2018/19 72 2 75 10 85
Director (Customer and Digital) 2018/19 69 5 75 10 85
Director (Business, Development and Growth) 2018/19 72 0 72 10 82
Head of Shared Financial Services (a) 2018/19 7 1 59 67 4 71
Head of Legal, Democratic and HR Services 2018/19 53 5 58 8 66

Note a: The cost of the Head of Shared Financial Services post is shared between Chorley and South Ribble Borough Councils. The post-holder

left the authority on 13 May 2018. Both councils have covered this vacancy with internal acting up arrangements.

The Head of Shared Assurance post (which is not listed in the table above) was shared between South Ribble and Chorley Councils but the salary
is paid through South Ribble Borough Council’s payroll. The post was vacated on 2 November 2018 with temporary arrangements in place to

cover the vacancy.
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The comparative information for the preceding year is as follows:

Chief Executive 2017/18 103 3 106 15 121
gsg;g;tgi(h;)af Executive/Director (Early Intervention and 2017/18 24 0 20 84 6 90
gsg;g;tgi(hbu)af Executive/Director (Early Intervention and 2017/18 a1 5 16 6 52
Director (Policy and Governance) (b) 2017/18 32 4 36 5 41
Director (Policy and Governance) (c) 2017/18 37 2 39 5 44
Director (Customer and Digital) 2017/18 66 6 72 10 82
Director (Business, Development and Growth) 2017/18 71 0 71 10 81
Head of Shared Financial Services (d) 2017/18 69 7 76 10 86
Head of Legal, Democratic and HR Services 2017/18 53 5 58 8 66
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Note a: The post-holder left the authority on 22" September 2017.

Note b: The Director (Policy and Governance) has been seconded to the vacant post of Deputy
Chief Executive (Early Intervention and Support) on a temporary basis from 25" September 2017.

Note c: The current post-holder seconded to this post on a temporary basis from 25" September
2017.

Note d: The cost of the Head of Shared Financial Services post is shared between Chorley and
South Ribble Borough Councils. The post-holder is formally employed by Chorley Borough
Council and South Ribble Borough Council is charged 50% of her salary and other remuneration.
Additional payments were made during both years for acting up duties to the Section 151 role at
South Ribble Borough Council; these were recharged in full to South Ribble Borough Council.

The Head of Shared Assurance post (which is not listed in the table above) was shared between

South Ribble and Chorley Councils but the salary is paid through South Ribble Borough Council’s
payroll.

Other employees receiving more than £50,000 remuneration, excluding pension contributions,

were as follows:

Remuneration Band

2017/18 Number of Employees

2018/19 Number of Employees

£50,000 - £54,999 4 1
£55,000 - £59,999 1 5
£60,000 - £64,999 1 -
£65,000 - £69,999 1 -
£70,000 - £74,999 - 1

£75,000 - £79,999

£80,000 - £84,999

£85,000 - £89,999

£90,000 - £94,999

£95,000 - £99,999

£100,000 - £104,999

£105,000 - £109,999

£110,000 - £114,999

£115,000 - £119,999

£120,000 - £124,999

£125,000 - £129,999

£130,000 - £134,999

£135,000 - £139,999
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32 TERMINATION BENEFITS

The number of exit packages with total cost per band and total cost of the compulsory and other

redundancies are set out in the table below:

Total cost of exit

Packages Number of Number of other Total number of exit packages in each
banded compulsory packages by cost
. departures agreed band
by cost redundancies band ,
£000

2017/18 2018/19 2017/18 2018/19 2017/18 2018/19 2017/18 2018/19
£0 -
£20.000 0 1 5 9 5 10 47 36
£20,001 -
£40.000 0 0 2 5 2 5 61 142
£40,001 -
£60.000 0 0 3 1 3 1 142 59
£60,001 -
£80.000 0 0 0 0 0 0 0 0
£80,001 -
£100.000 0 0 0 0 0 0 0 0
£100,000
- 0 0 0 0 0 0 0 0
£150,000
£150,001
- 0 0 0 0 0 0 0 0
£200,000
£200,001
- 0 0 0 0 0 0 0 0
£250,000
£250,001
- 0 0 0 0 0 0 0 0
£300,000
£300,001
- 0 0 0 0 0 0 0 0
£350,000
Total 0 1 10 15 10 16 250 237

33 EXTERNAL AUDIT COSTS

The fees due from the Council to the external auditors for works carried out relating to the year of
account 2018/19 were as follows.

Fees for statutory inspection and audit
Less Audit Fees rebate
Fees for the certification of grant claims and returns
Fees payable in respect of other services

Total

2017/18 2018/19
£°000 £000
45 37
(7) 0
7 7
5 5
50 49

Fees payable in respect of other services in 2018/19 includes payment of £5,000 to Grant
Thornton UK LLP in relation to the 2018/19 Homes England Audit for the Primrose Gardens
affordable housing.
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34 GRANT INCOME

The Authority credited the following grants, contributions and donations to the Comprehensive

Income and Expenditure Statement.

Credited to Taxation and Non-Specific Grant Income &

Expenditure (Note 14)

Revenue Support Grant (RSG)

New Homes Bonus grant

Other revenue grants

Capital Contributions — S106 Contributions

Capital Contributions — Community Infrastructure Levy
Capital other grants and contributions

Donations

Exchanged Assets

Total

Credited to Services

Grants — benefits related

Grants — other

Contribution — County Council reimbursement
Contributions — other

Total

2017/18 2018/19

£000 £'000
(734) (299)
(4,007) (2,989)
(1,210) (1,336)
(2,232) (3,392)
(3,439) (2,570)
(1,382) (6,395)
(21) 0
0 0
(13,025) (16,981)
(24,505) (23,245)
(688) (925)
(1,515) (330)
(2,336) (1,530)
(29,044) (26,031)

The line for capital contributions has been split in 2018/19 due to the material value of CIL income
received in 2018/19. To allow comparison between both financial years the figures for capital

contributions has also been split in 2018/19 between s106 and CIL contributions.

The Authority has received a number of grants, contributions and donations that have yet to be
recognised as income as they have conditions attached that could require the monies to be
returned to the giver. The balances at year-end, shown separately on the balance sheet as Grant

Receipts in Advance - Capital, are as follows:

2017/18 2018/19
Grant Receipts in Advance - Capital £000 £000
Grant — Regional Housing Pot (38) (38)
Grant — Homes England (1,366) (29)
Other Government Grants (200) (13)
Other grants and contributions (12) (31)
Total (1,516) (111)
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35 RELATED PARTIES

The financial statements must disclose material transactions with related parties, to draw attention
to the possible extent to which the Council 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 council.

Central Government

Central government has effective control over the general operations of the council as it
provides the statutory framework within which the Authority operates and the majority of its
funding in the form of grants. Details of government grants received are given in note 34.

Members of the Council

Members have direct control over the council’s financial and operating policies. Elected
members are required to complete a Notice of Registerable Interests and notify the council of
any changes within 28 days. Declarations of interests in items relating to the personal interest
of partners, relatives or friends, are also recorded in the minutes of the meeting and the
member will leave the meeting. Declarations are open to public inspection.

Note 30 relates to the allowances paid to members. The amounts paid to individual members
are reported on the Council’'s web site.

Members are also appointed to represent the Council on various external organisations some
of which receive financial assistance from the Council. The amounts paid were immaterial,
and were properly approved.

Officers

The Staff Code of Conduct requires declaration, to the departmental Chief Officer, of
close personal relationships with Councillors and Contractors, financial and non-financial
interests in, or membership of, external organisations, and all hospitality or gifts. These
arrangements are subject to monitoring and reporting by the Council’'s HR Department. There
were no material related party transactions in respect of officers.

Chorley Youth Zone

Chorley Youth Zone opened on 5" May 2018. Total cost is estimated at £4.7m shared as CBC
£1m (excluding the £180k purchase of the site), LCC £1.1m and Onside who will arrange
other funding for the remaining balance. Chorley Youth Zone shall be owned and operated as
the Chorley Youth Zone Charitable Trust (CYZCT) with Chorley Council as land owner leasing
the land to CYZCT over a 125 year lease at a peppercorn rate.

Chorley Council will make a £100k annual revenue contribution to the trust to support its
operations. Chris Sinnott, Deputy Chief Executive at Chorley Council is one of 9 directors to
CYZCT and therefore does not have a controlling interest.

Chorley Community Housing Ltd (CCH)

In 2006/07 the Council’'s housing stock was transferred to CCH. The Council receives a
proportion of the receipts from the preserved right to buy sales of dwellings to former Chorley
council tenants (see note 40 Contingent Assets). In 2018/19 this totalled £0.098m (2017/18
£0.249m).

An outstanding CCH debtor as at 31st March 2019 amounts to £97,514.88.
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Partnerships, Companies and Trusts

Financial & Assurance Shared Services Partnership — In January 2009 this partnership was
established under an Administrative Collaboration Agreement entered into by South Ribble
and Chorley Borough Councils. This provides for the provision of accountancy, exchequer,
treasury management, procurement and assurance services across the administrative areas
of the two Councils.

A Shared Services Joint Committee has been established to discharge the Chorley and South
Ribble Councils’ functions of providing the services detailed in the Shared Services
Agreement.

In 2018/19 gross expenditure of £1.74m (2017/18 £1.58m) was incurred on the shared
services, which was fully funded by recharges to the two Councils.

An outstanding F&ASSP debtor as at 31 March 2019 amounts to £182,670.30
An outstanding F&ASSP creditor as at 315 March 2019 amounts to £128,770.13

Entities Controlled or Significantly Influenced by the Authority

Payment of subsidy of £15k was made to Chorley & South Ribble Shopmobility in 2018/19, to
supply Shopmobility services for the community of Chorley and District with wheelchairs and
Mobility Scooters for the year 2018/19. Chorley & South Ribble Shopmobility typically receive
£25k to £30k of income per annum and therefore Chorley Council’s contribution represents a
significant proportion of this income. The council has two councillors on the management
committee; one does not have voting rights, there are nine trustees in total.

Payment of £7,979.81 was made to Mawdesley Millennium Green Trust to transfer Section
106 contributions as a grant towards improvements to the Millennium Green Playground.
Mawdesley Millennium Green Trust typically receive £12k to £19k of income per annum and
therefore Chorley Council’s contribution represents a significant proportion of this income. The
council has one councillor who holds the position of Charity trustee along with 7 other people.
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36 CAPITAL EXPENDITURE AND FINANCING

The total capital expenditure in the year is shown in the following table, 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 authority, the expenditure results in an increase in the Capital Financing Requirement
(CFR), a measure of the capital expenditure incurred historically by the authority that has yet to
be financed. The CFR is analysed in the second part of this note.

2017/18 | 2018/19
£000 £000
Opening Capital Financing Requirement 39,287 41,507
Capital investment
Property, Plant and Equipment (Note 15) 8,357 22,329
Less 2017/18 PPE investment reclassified as REFCUS 0 (166)
Intangible Assets (Note 18) 73 7
Heritage Assets (Note 16) 24 1
Revenue Expenditure Funded from Capital under Statute 2,937 2,711
Sources of finance
Capital Receipts (280) (576)
Government Grants and Other Contributions (5,086) | (13,896)
Sums set aside from revenue
Revenue Financing (Note 26b) (1,048) (2,091)
Minimum Revenue Provision — statutory (Note 26b) (487) (542)
Capitgl receipts applied to reduce Capital Financing (2,270) 0
Requirement (Note 26b) ’
Closing Capital Financing Requirement 41,507 49,284
Explanation of movements in year
Increase in prudential borrowing 4,977 8,319
Provision made for debt repayment (2,757) (542)
Increase/(Decrease) in Capital Financing Requirement 2,220 7,777

The Capital Financing Requirement takes account of a £23.341 million investment in to Property,
Plant and Equipment during the 2013/14 financial year, financed by prudential borrowing. This
was to purchase the Market Walk shopping centre which continues to generate income for the
Authority. The financing requirement is offset annually by a provision for debt repayment.

The council utilised a large amount of capital grants and developer contributions in 2018/19. The
major grants utilised were £3.079m ERDF funding towards the Strawberry Fields Digital Office
Park, £2.137m Homes England grant and £0.877m LCC grant towards the Primrose Gardens
Retirement Home and £1.102m Lottery funding towards the renovation of Bank Hall. Developer
contributions included £5.162m towards the Market Walk extension project including the
enhanced car parking in Chorley town centre.
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37 LEASES

37a Authority as lessee

Finance leases

The Council has no finance leases

Operating leases

The Authority operates plant, vehicles and office equipment under operating leases. There are
also lease arrangements embedded in the refuse contract. The future minimum payments, and
sub-lease minimum receipts, are as follows:

Not later than 1 year
Later than 1 year, not later than 5
Later than 5 years

Minimum lease payments

31 March 2018

31 March 2019

Payments Receipts Payments Receipts
£000 £000 £000 £000
588 (43) 489 (43)
379 (170) 1,316 (170)
205 (198) 1,342 (155)
1,172 (411) 3,147 (368)

The operating lease rentals charged in the Comprehensive Income and Expenditure Statement

during the year were as follows:

Minimum lease payments
Sub-lease payments receivable

Total payable rentals

2017/18 2018/19
£000 £000
596 608
(43) (43)
553 565

37b Authority as Lessor

Finance leases

The Council has leased two properties, each for periods of 125 years.

The authority has a gross investment in the lease, made up of the minimum lease payments

expected to be received over the remaining term and the residual value anticipated for the
property when the lease comes to an end. The minimum lease payments comprise settlement of
the long-term debtor for the interest in the property acquired by the lessee and finance income
that will be earned by the authority in future years whilst the debtor remains outstanding. The

gross investment is made up of the following amounts:
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Finance lease debtor (present value of minimum lease
payments)

e Current

e Non-Current

Unearned finance income

Gross investment in the lease

31 March 31 March
2018 2019
£000 £°000

0 0

289 289
2,164 2,140
2,453 2,429

The gross investment in the lease and the minimum lease payments will be received over the

following periods:

Gross investment in the lease | Minimum lease payments
31 March 31 March 31 March 31 March

2018 2019 2018 2019

£000 £000 £000 £000
Not later than 1 year 24 24 24 24
Later than 1 yr. not later than 5 95 95 95 95
Later than 5 years 2,334 2,310 2,334 2,310
Total 2,453 2,429 2,453 2,429

No allowance for uncollectible amounts is deemed necessary. No contingent rents were received

by the authority.

Operating leases

The Council lets 49 offices, industrial units and sites, and units in the Market Walk Shopping
Centre. The future minimum lease payments receivable are:

Not later than one year

Later than five years
Total receivable rentals

Later than one year and not later than five years

31 March 2018 31 March 2019
£000 £'000

2,063 2,057

5,116 4,325

12,306 11,452

19,485 17,834

No contingent rents were received by the authority.
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38 DEFINED BENEFIT PENSION SCHEME

38a Governance

As part of the terms and conditions of employment of its officers and other employees, the
Authority offers retirement benefits through the Local Government Pension Scheme. This scheme
is administered by Lancashire County Council who have appointed a Pension Fund Committee
(comprising a mix of County Councillors and representatives from other employers) to manage
the Fund. The Committee is assisted by an investment panel which advises on investment
strategy and risk management. The scheme is funded and pays defined benefits based on how
long employees are active members, and their salary when they leave (a “final salary” scheme)
for service up to 31 March 2014 and on revalued average salary (a “career average” scheme) for
service from 1 April 2014 onwards.

38b Funding the liabilities

Regulations require actuarial fund valuations to be carried out every 3 years. Contributions for
each employer are set having regard to their individual circumstances. Contributions must be set
with a view to targeting the Funds solvency (the detailed provisions are set out in the Fund’s
Funding Strategy Statement). The latest valuation, carried out as at 31 March 2016, showed a
shortfall for all employers of £690m or 10%. Employers are paying additional contributions over
19 years to meet the shortfall, commencing in 2014/15.

In 2019/20 the Council will pay a contribution of 14.4% of pensionable pay, estimated to cost
£1.236m, plus a deficit recovery contribution of £0.966m.

38c Risks

The primary risk is that the Fund’s assets will, in the long-term, fall short of its liabilities to pay
benefits to members.

Investment risk management seeks to balance the maximisation of the opportunity for gain and
minimise the risk of loss, on the fund’s investments. The Fund achieves this through asset
diversification to reduce exposure to market risk (price risk, currency risk, and interest rate risk),
by ensuring counterparties meet credit criteria, and that investments are within the limits set by
the investment strategy.

Other risks - The fund managers have to ensure that the fund has adequate liquidity to meet its
obligations as they arise. They must also be sensitive to any actions of government or changes in
European legislation which might affect funding requirements.

Sensitivity to these risks is estimated in note 38;.
38d Transactions relating to retirement benefits

The Council recognises the cost of retirement benefits in the revenue account in the Cost of
Services, when they are earned by employees, rather than when the benefits are actually paid as
pensions. However, the charge required to be made against Council Tax is based on the cash
payable to the fund during the year. An adjustment is therefore made to the General Fund via the
Movement in Reserves Statement. The following table shows the transactions made in the
Comprehensive Income and Expenditure Statement and the General Fund Balance via the
Movement in Reserves Statement during the year:
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2017/18 2018/19
£000 £000
Comprehensive Income & Expenditure Statement
Cost of Services:
Administration 38 38
Current service cost 2,594 2,387
Past service cost 0 0
Settlement and curtailment 137 107
Net interest on the net defined benefit liability
Interest costs 3,513 3,587
Expected return on scheme assets (2,287) (2,434)
Total post-employment benefit charged to the
(Surplus)/Deficit on the Provision of Service 3,995 3,685
Other post-employment benefit charged to the
Comprehensive Income & Expenditure Statement
Re-measurement of the net defined benefit liability
Return on plan assets, excluding amount included in (998) (8,253)
interest expense '
Actuarial experience gains & losses 0 0
Actuarial gains & losses from changes in 0 0
demographic assumptions
Actuarial gains & losses from changes in financial (5,413) 7554
assumptions ' '
Total re-measurements recognised in Other (6,411) (699)
Comprehensive Income '
Total post-employment benefit charged to the
Comprehensive Income & Expenditure Statement 218 2pHE
Movement in Reserves Statement
Reversal of net charges made to the
(Surplus)/Deficit on the Provision of Services (3,995) (3,685)
Actual employer contributions to the scheme 2,174 2,228

38e Pensions Assets and Liabilities Recognised in the Balance Sheet

The amount included in the balance sheet arising from the Authority’s obligation in respect of its

defined benefit plans is as follows

Scheme Liabilities
Local Government Pension Scheme

Present value of the defined benefit obligation
Fair value of plan assets

Net liability arising from defined benefit
obligation

2017/18 2018/19
£000 £000
(139,670) (149,951)
94,165 103,684
(45,505) (46,267)
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38f Reconciliation of the Movements in the Fair Value of Scheme (Plan) Assets

Opening fair value of scheme assets
Interest income
Re-measurement gain/(loss)

Return on plan assets, excluding amount

included in interest expense
Employer contributions
Employee contributions
Benefits paid
Other

Closing fair value of scheme assets

Scheme Assets
Local Government Pension

Scheme
2017/18 2018/19
£°000 £°000

92,067 94,165
2,287 2,434

998 8,253

2,207 2,224

500 505
(3,856) (3,859)
(38) (38)
94,165 103,684

38g Reconciliation of Present Value of the Scheme Liabilities (Defined Benefit Obligation)

Opening Balance at 1 April

Current service cost

Interest cost

Contributions by scheme participants

Re-measurement gains and (losses)
Changes in demographic assumptions
Changes in financial assumptions
Other

Benefits paid

Curtailment

Past service costs

Closing Balance at 31 March

Scheme Liabilities
Local Government Pension

Scheme
2017/18 2018/19
£°000 £°000
(142,195) (139,670)
(2,594) (2,387)
(3,513) (3,587)
(500) (505)
0 0
5,413 (7,554)
0 0
3,856 3,859
(237) (207)
0 0
(139,670) (149,951)




38h Impact on the Authority’s Future Cash Flows

The objectives of the scheme are to keep employers’ contributions at as constant rate as
possible. The County Council has agreed a strategy with the scheme’s actuary to achieve a
funding level of 100% over 19 years. Funding levels are monitored on an annual basis. The next
triennial valuation is due as at 31 March 2019.

The scheme will need to take account of the national changes to the scheme under the Public
Pensions Services Act 2013. Under the Act, the Local Government Pension Scheme in England
and Wales and the other main existing public service schemes may not provide benefits in
relation to service after 31 March 2014. The Act provides for scheme regulations to be made
within a common framework, to establish new career average revalued earnings schemes to pay
pensions and other benefits to certain public servants.

The authority anticipates paying £2.275m expected contributions to the scheme in 2019/20.

The weighted average duration of the defined benefit obligation for scheme members is 17 yeatrs.
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38i Local Government Pension Scheme assets comprised

Cash
Cash and cash
equivalents
Cash Accounts
Net Current Assets

Bonds
UK corporate
Overseas corporate
Government
Overseas Fixed
Interest

Sub-total bonds

Property

Retail

Commercial
Sub-total property

Private equity

UK

Overseas
Sub-total private
equity

Other

Infrastructure

Property

Credit funds

Pooled Fixed Income
Sub-total alternatives

Fair value of scheme assets
Percentage Percentage
2017/18 total of 2018/19 total of
asset asset
£°000 % £°000 %
(2,276) (2.4%) 0 0.0%
3,974 4.2% 529 0.5%
(2,091) (2.2%) 72 0.1%
(393) (0.4%) 601 0.6%
537 0.5% 704 0.7%
1,118 1.2% 512 0.5%
2,247 2.4% 3,645 3.5%
91 0.1% 0 0.0%
3,993 4.2% 4,861 4.7%
2,590 2.8% 2,496 2.4%
6,267 6.6% 7,168 6.9%
8,857 9.4% 9,664 9.3%
0 0.0% 0 0.0%
48,671 51.7% 53,674 51.8%
48,671 51.7% 53,674 51.8%
11,933 12.7% 14,657 14.1%
1,430 1.5% 1,587 1.5%
17,351 18.4% 7,362 7.1%
2,323 2.5% 11,278 10.9%
33,037 35.1% 34,884 33.6%
94,165 100% 103,684 100%
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38j Basis for Estimating Assets and Liabilities

Liabilities have been assessed on an actuarial basis using the projected unit credit method, an
estimate of the pensions that will be payable in future years dependent on assumptions about
mortality rates, salary levels etc. The liabilities have been assessed by Mercers, an independent firm
of actuaries. Estimates for the County Council Fund are based on the latest full valuation of the

scheme as at 31 March 2016.

The main assumptions used in their calculations have been as follows:

Mortality assumptions

Longevity at 65 for current pensioners
Men
Women

Longevity at 65 for future pensioners
Men
Women

Rate of inflation (CPI)

Rate of increase in salaries

Rate of increase in pensions

Rate for discounting scheme liabilities

Local Government Pension Scheme

2017/18 2018/19

22.7 yrs 22.8 yrs

25.4 yrs 25.5yrs
25yrs 25.1yrs
28 yrs 28.2 yrs
2.1% 2.2%
3.6% 3.7%
2.2% 2.3%
2.6% 2.4%

The estimation of the defined benefit obligations is sensitive to the actuarial assumptions set out in
the table above. The sensitivity analyses below have been determined based on reasonably possible
changes in the assumptions occurring at the end of the reporting period, and for each assumption

assumes that other factors remain unchanged.

Longevity (increase 1 year)

Rate of inflation (increase of 0.1% p.a.)

Salary inflation (increase of 0.1% p.a.)

Rate for discounting scheme liabilities (increase of 0.1%)

Impact on the defined
benefit obligation in the

scheme
£000
2,986
2,627
349
(2,581)
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40

CONTINGENT LIABILITIES

On transferring its housing stock in 2006/07, the Council gave warranties to Chorley Community
Housing Limited against certain environmental risks. The Council’s liability is restricted to a
maximum loss of £18m arising over a period of 18 years. It has paid a single premium to insure
against claims of up to £15m for a period of 10 years, and has covered the remaining 8 years by
payment of additional annual premiums. At 31 March 2019 there are 6 years of the liability period
outstanding.

Many councils including Chorley have received claims for mandatory charitable business rates
relief from NHS Trusts and NHS Foundation Trusts. The backdated relief could be worth
hundreds of millions of pounds in total for all of the councils. The councils have rejected the
claims on the grounds that the NHS bodies are not charities, and therefore the claims are
unfounded. The backdated value of the claims received by Chorley Council to 2018/19 are
estimated to be £4.264m, of which the authority’s share would be £2.388m (if settled in 2019/20
while a member of the 75% business rates retention pilot pool for Lancashire).

CONTINGENT ASSETS

The Council is entitled to a share of the proceeds from the sale of dwellings transferred to Chorley
Community Housing. This agreement has a further four years to run. The amount receivable will
depend on the numbers sold and cannot be predicted.
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Collection Fund Statement

The Collection Fund (England) is an agent’s statement that reflects the statutory obligation for billing
authorities to maintain a separate Collection Fund. The statement shows the transactions of the
billing authority in relation to the collection from taxpayers, and distribution to local authorities and the
Government, of Council Tax and Non-Domestic Rates (Business Rates).

2017/18 2018/19
Business Council Business Council
Rates Tax Collection Fund Rates Tax
£'000 £'000 £'000 £'000
INCOME
60,330 | Council Tax Receivable 64,587
26,864 Business Rates Receivable 25,958
Contribution towards previous year’s estimated
Deficit
607 Central Government 707
485 Chorley Council (Note 14) 566
109 Lancashire County Council 128
12 Lancashire Combined Fire Authority 14
1,213 0 1,415
28,077 60,330 | Total amounts to be credited 27,373 64,587
EXPENDITURE
Apportionment of previous year’s estimated
Surplus
Central Government 58
80 | Chorley Council (Note 14) 359
487 | Lancashire County Council 19
27 | Lancashire Combined Fire Authority 49
67 | Police & Crime Commissioner for Lancashire
0 661 485
Precepts, Demands and Shares
12,411 Central Government 12,283
9,929 7,146 | Chorley Council (Note 14) 9,826 7,495
2,234 43,901 | Lancashire County Council 2,211 47,413
248 2,354 | Lancashire Combined Fire Authority 246 2,470
5,945 | Police & Crime Commissioner for Lancashire 6,497
24,822 59,346 24,566 63,875
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2017/18 2018/19
Business Council Business Council
Rates Tax Collection Fund Rates Tax
£'000 £'000 £'000 £'000
Charges to Collection Fund
175 | Write offs of uncollectable amounts 11
181 71 | Increase/(Decrease) in Bad Debt Provision 113 (89)
555 Increase/(Decrease) in Provision for Appeals 744
133 Cost of Collection 130
2,365 Transitional Protection Payments 990
3,234 246 1,977 (78)
28,056 60,253 | Total amounts to be debited 26,543 64,282
21 77 | Surplus/(Deficit) arising during the year 830 305
Collection Fund Balance
(1,436) 972 | Balance brought forward at 1 April (1,415) 1,049
21 77 | Surplus/(Deficit) for the year 830 305
(1,415) 1,049 | Balance carried forward at 31 March (585) 1,354
Allocated to
Chorley Council - Collection Fund Adjustment (234) 157
(566) 125 Account
(707) Central Government (292)
(128) 777 | Lancashire County Council (53) 1,001
(14) 41 | Lancashire Combined Fire Authority (6) 144
106 | Police & Crime Commissioner for Lancashire 52
(1,415) 1,049 | Surplus/(Deficit) at 31 March (585) 1,354

ACCOUNTING FOR COUNCIL TAX

The amount of Council Tax to be credited to the Comprehensive Income and Expenditure Statement
for both billing authorities and major preceptors is their share of the accrued income. However,
statute requires that the amount to be credited to the General Fund should be the authority’s precept
or demand for the year plus its share of the previous year’s Collection Fund surplus or deficit. The
difference between this regulatory charge and the accrued income is taken to the Collection Fund

Adjustment Account, as revealed in the Movement in Reserves Statement. See also Note 10.
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Since the collection of Council tax is an agency arrangement, debtor and creditor balances belong
proportionately to the billing authority and the major preceptors. This results in a debtor or creditor
position between the billing authority and each major preceptor.

COUNCIL TAX DETAILS OF CHARGE
For the purpose of calculating Council Tax, residential properties are classified into eight valuation

bands. Each valuation band is proportionate to the central Band D property. This enables calculation
of the total tax base. The Council Tax Base for 2018/19 was calculated as follows:

, . Proportion
BEITE DEEITES discDon\:ilt“sngseigjrﬁfc;irons gif e, (B EBlfliT/:IeDnt
P Charge q

A (disabled) 0 14.50 5/9 8.10
A 14,808 12,407.00 6/9 8,271.30

B 11,403 10,115.30 7/9 7,867.40

C 9,409 8,537.80 8/9 7,589.10

D 6,678 6,200.30 9/9 6,200.30

E 4,925 4,638.80 11/9 5,669.60

F 2,168 2,064.00 13/9 2,981.30

G 907 862.00 15/9 1,436.70

H 69 51.30 18/9 102.50

Total 50,367 44,891.00 40,126.30
Less adjustments for anticipated losses on collection (557.61)
Add adjustment for new properties/technical changes to discounts 580.39
Less local Council Tax Support Scheme discounts (3,534.90)
Band D Equivalent Number of Properties 36,614.18

Individual charges are calculated by estimating the amount of income required to be taken from the
Collection Fund by the precepting authorities for the forthcoming year and dividing this by the council
tax base. This results in an average Band D charge (excluding Parish Precepts) of £1,726.20 for
2018/19 (£1,633.65 for 2017/18). The other valuation bands are proportionate to this.

ACCOUNTING FOR BUSINESS RATES (NNDR)

From 2013/14, NNDR income, debtor and creditor balances, provisions, arrears and prepayments
have been apportioned between the Council, Government, Lancashire County Council, and
Lancashire Combined Fire Authority, as a result of the implementation of Business Rates Retention.

The deficit apportioned in 2018/19 was £1.415m, which was the same as the actual cumulative deficit
in the previous year of £1.415m. Regulations require the deficit or surplus estimated in the annual
National Non Domestic Rates (NNDR) 1 Return to be apportioned. The sum apportioned was
therefore the estimate included in NNDR1 2018/19.

Note 14 Taxation and Non-Specific Grant Income and Expenditure shows net Non-Domestic Rates
Income and Expenditure for 2018/19 to be £3.257m (2017/18 £3.294m). This can be reconciled to
Chorley Council's share of Business Rates Income in the Collection Fund statement in the following
table:
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2017/18 2018/19
£'000 £'000
9,929 | Chorley Council share of Business Rates 9,826
130 | Top-up receivable from Central Government 0
(6,203) | Tariff payable to Lancashire Business Rates (6,255)
Pool
(84) | Levy payable to Lancashire Business Rates Pool (80)
8 Chorley Council share of surplus or (deficit) for 332
year (transferred to Collection Fund Adjustment
Account - Note 26e)
(486) | Chorley Council share of previous year's surplus (566)
or (deficit)
3,294 | NNDR net income per Note 14 3,257

NNDR DETAILS OF CHARGE

Business Rates are organised on a national basis. In 2005/06 the Government introduced a Small
Business Rate Relief Scheme. This results in there being two multipliers in England — one for small
businesses at 48.0p in 2018/19 (46.6p in 2017/18); and one for larger businesses at 49.3p in 2018/19

(47.9p in 2017/18).

The Business Rates Income after reliefs was £25.9m for 2018/19 (£26.9m for 2017/18).

The rateable value for the Council's area at the end of the financial year 2018/19 was £66.99m

(E67.08m in 2017/18).
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Annual Governance Statement (AGS)
The AGS report will taken to Governance Committee on 5 June 2019 for approval
CHORLEY COUNCIL
ANNUAL GOVERNANCE STATEMENT

1. Scope of responsibility

The residents of the Borough of Chorley expect the Council to conduct our business in a lawful and
transparent way. In particular the Council have a duty to safeguard public money and account for it in an
economic, efficient and effective way.

We have a continuing duty to review and improve how we discharge our functions focussing on the
priorities of economy, efficiency and effectiveness.

To do this, the Council have put in place arrangements for the governance of its affairs.
These arrangements assess the effectiveness of the exercise of its functions, and consider
how well we manage risk.

We have approved and adopted a code of corporate governance, which is consistent with the principles of
the CIPFA/SOLACE Framework Delivering Good Governance in Local Government. A copy of the code is
on our website. This statement explains how the Council has complied with the code and also meets the
requirements of regulation 6 of the Accounts and Audit Regulations 2015 in relation to the publication of
an Annual Governance Statement.

2. The purpose of the governance framework

The governance framework comprises the systems and processes, and culture and values,
by which control and direct the Council. It provides how we account to, engage with and
lead the community. It enables us to monitor the achievement of our strategic objectives and
to consider whether our objectives have led to the delivery of appropriate, cost effective
services for that community.

The system of internal control is a significant part of that framework and is designed to
manage risk to a reasonable level. It is based on an ongoing process designed to identify
and prioritise the risks to the achievement of the Council’s policies, aims and objectives, to
evaluate the likelihood of those risks being realised and the impact should they be realised.
This enables us to manage risk efficiently, effectively and economically.

The governance framework has been in place at Chorley Council for the year ended 31
March 2019 and up to the date of approval of the annual report and statement of accounts.

3. The governance framework
The following table describes the key elements of the systems and processes that comprise the authority’s

governance arrangements. These are founded on the Core Principles and sub-principles taken from our
Code of Corporate Governance.

Behaving with v The council have established both for Councillors and | Local Code of
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integrity

Staff Codes of Conduct and training is provided on both.
Standards of behaviour are also assessed during
employee one-to-one meetings and appraisals.

It is essential that not only decisions are taken with
integrity but are seen to be so. The Council have
established transparent decision making processes
through the Contract Procedure Rules, an online
declaration of interests process and the use of standing
orders. The public can therefore review and take comfort
in the integrity of the decision makers.

The Council do however have processes and policies in
place to provide avenues to challenge decision making
through whistleblowing, complaints and the call in
procedure.

The Council have a suite of counter fraud and anti-
corruption policies in place — i.e. Whistleblowing policy,
Antifraud and Corruption Strategy, Fraud Response Plan,
Anti Bribery Policy, Anti Money Laundering Policy and
Guidance, RIPA

Governance

Codes of Conduct
Performance and
Development process
CPRs and Standing
Orders

Register of Interests
Whistleblowing Policy
Customer Charter Call
in procedures
Anti-fraud and
Corruption Policies

Demonstrating
strong
commitment to
ethical values

The Council have adopted in our Contract Procedure
Rules the requirement for partners and contractors to
adopt our, or have equivalent ethical standards of
behaviour.

The Council have a Scrutiny Committee in place who act
as the Council's watchdog, promoting open and
transparent decision making, democratic accountability
and to hold the executive to account for its actions.

CPRs

Partnership
Framework

Terms of reference for
Scrutiny Committee

Respecting the

The Council's Constitution, policies and standing orders

Constitution

rule of law are all drafted in accordance with legislation. Application | Service Assurance

of these processes is tested through local assurance | Statements — AGS
testing. process
The Council report and Decision Making Templates | Committee
include a comment from the Monitoring Officer to ensure | Management System
that the legal implications of decisions are considered. (report templates)
The Council is fully aware that they must pay attention to | Roles of Statutory
the advice of the Council’'s Monitoring Officer and have | Officers within the
good reasons, which must be documented should they | Constitution.
depart from it. In the event the Council acts unlawfully, the
Monitoring Officer must report this to Full Council. The
Monitoring Officer has never had cause to take this step.
The Council has appointed statutory officers including;
Head of Paid Service/S.151 Officer and Monitoring Officer
who fulfil their responsibilities within legislative and
regulatory requirements.

Openness The council have a robust approach to freedom of | Digital Strategy
information and aim as part of our Digital Strategy to make | Council website
as much information held by the Council accessible | Performance and
through our website as possible. Development process
The Council’'s Standing Orders have provision for public | Committee
questions to be raised on any item on the agenda at both | Management System
Full Council and Executive Cabinet meetings. (report templates)
All key decisions must be taken in writing and are | Compliance with
published in accordance with the legislation. As part of the | Transparency Act
process both the Senior Financial Officer and the | Equality Scheme
Monitoring Officer must be consulted and provide
comments.  Where appropriate, comments are also
included in relation to equality and HR.

Engaging The Council have an Internal Communications Strategy | Internal

comprehensively and media protocol which forms the basis for our | Communications

with institutional relationships with our stakeholders. We ensure that we | Strategy

stakeholders

keep accurate records of stakeholder contacts to ensure
they are engaged with properly and for the correct
purposes.

Media Protocol
Consultation and
Engagement Toolkit
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v

A consultation and engagement toolkit is used within our
project management methodology.

Engaging v" We use our Consultation and Engagement Toolkit to | Internal
stakeholders ensure that residents are properly consulted on matters | Communications
effectively which affect or interest them. This consultation contributes | Strategy
including to the achievement of the Council’s intended outcomes. | Residents Panel
individual citizens Increasingly we are using web based and social media to | Consultation and
and service users engage with our residents but recognise that in order to | Engagement Toolkit
consult properly we must use a mix of methods. Digital Strategy
Defining v' The Council have a clearly defined vision which forms the | Corporate Strategy
outcomes premise of our Corporate Strategy. The Strategy itself is | Service Level Plans
developed in consultation with residents and stakeholders | Corporate Projects
and its implementation is through the delivery of corporate | Project Management
projects and service level plans. All corporate projects | Toolkit
have an initial document which defines the outcomes and | MyProjects system
projects are monitored through the MyProjects system. Partnership
v' Contracts are in place for our key partnerships covering in | Framework
particular Waste, Leisure, Payroll, Shared Services (with
South Ribble BC).
Sustainable v" The Council have refreshed the Medium Term Financial | Medium Term
economic social Strategy to ensure that Capital investment is structured to | Financial Strategy
and environmental maximise its life span whilst being adaptable for future | Corporate Projects
benefits use. Specific consideration is made of social and | Compliance with
economic wellbeing of residents as evidenced by projects | Transparency Act
that provide affordable supported accommodation, | CPRs Public Reform
employment opportunities and social benefits. Strategy
v" The Council's contract procedure rules include the ability
to consider social value when awarding contracts.
Determining v" We have a robust approach to setting interventions. | Corporate Strategy
interventions Members and Officers work closely together and consult | Consultation and
on the preparation of the Corporate Strategy which sets | Engagement Toolkit
the framework for council delivery. The benefits of
interventions are considered not only based on cost but | Digital Strategy
also upon need and impact in order to ensure best value is | Public Reform
met. Strategy
v Feedback from residents in this process is very important
to ensure what we deliver is both needed and wanted.
Planning v' The Council have a strong framework for planning the | Calendar of meetings
interventions implementation of our interventions. We publish a | Forward Plans
calendar of meetings, and the Key Decision forward plan
to confirm dates for decisions to be taken but in addition | Corporate Risk
ensure all report writers are aware of publication of | Register
agenda dates to press for reports to be prepared in good
time. We have a clear internal communications strategy to | Project Management
ensure proper consultation and a Risk Register. Toolkit
v We are promoting the use of the Project Management | KPIs
Toolkit which ensures that there is a clear scope, timetable
and outcomes for each project and Key Performance | Budget monitoring
Indicators are set to monitor each service.
v' Each project or intervention has a budget and there are | Quarterly Budget
regular meetings between management accountancy both | Reporting
with project managers and service heads for monitoring
purposes.
Optimising v' We have a Corporate Strategy which has been agreed by | Corporate Strategy
achievement of Council and reflects the council’s priorities. The Strategy
intended is aimed at meeting the fundamental needs of local | Digital Strategy
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outcomes

residents, like health housing and jobs, while continuing to
get Chorley in the best social and economic position for
the future.

We have a Transformation Programme in place. The
overriding aim of this is to support the council to achieve
its ambitions for public service reform namely by
achieving;

e A greater integration of public services,
particularly around prevention and early
intervention;

e Focus on prevention and early intervention
across public services;

e Decision making and accountability at the lowest
practical level;

e The system-wide sharing of responsibility for
management of demand and reduction of cost
shunting between organisations.

The Medium Term Financial Strategy is refreshed
regularly to ensure it stays current and reflects any
changes in council priorites.  This ensures proper
budgetary planning.

Transformation
Programme

Medium Term
Financial

Quarterly Budget
Reporting

Partnership
Framework

Developing the
entities capacity

We have a Transformation Programme and Medium Term
Financial Strategy which the Council uses to plan for
future changes to the organisation, planning for future
capacity needs. Such transformation is achieved through
rough cut costing, benchmarking and use of the Council’s
Corporate Strategy.

We have a long term partnership with South Ribble BC to
deliver Financial and Assurance services which both
increases capacity and skills whilst delivering efficiency
savings.

We have an Organisational Development Strategy which
outlines the Council's approach to organisational
development. Its purpose is to;

e  Align with the Transformation Programme to build
organisational capability to support its delivery;

e Identify opportunities to build organisational
capability collaboratively with partners;

e Build organisational capability to support
business as usual activities at individual, service
and organisational levels;

e To ensure that the council has the leadership to
support and drive changing governance models.

Transformation
Programme

Digital Strategy
Corporate Strategy

Medium Term
Financial Strategy

Organisational

Development Strategy

Shared Services
Collaboration
Agreement

Developing the
capability of the
entity’s leadership
and other
individuals

Roles are clearly defined within the Council through the
use of job descriptions and structure charts. The
Constitution details the responsibilities of officers and
councillors and the roles of the statutory officers; Head of
Paid Service, Chief Finance Officer and Monitoring Officer.
Good practice standards are annually assessed against
the CIPFA statements for the roles of the Chief Finance
Officer and Head of Internal Audit

Relationships are managed through regular and frequent
member briefings.

The Council have updated the Organisational
Development Plan ensuring that all staff have the
opportunity to benefit from personal and professional
development, and this is monitored through one to ones
and the annual appraisal process.

Officers and Councillors alike are held to account through
the Residents Panel, Neighbourhood Area Meetings with
residents, Stakeholder Forums and the Chorley
Partnership; as well as through Overview and Scrutiny

Job descriptions

Organisational
Structure Chart

Constitution

Roles of Statutory
Officers

Organisational
Development Plan
Annual Appraisal
Process

Residents Panel

Neighbourhood area

meetings
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Committee.

Stakeholder Forums
Chorley Partnership

Managing risk

There is an established Risk Management Framework
which ensures that risk is considered in all aspects of
decision making. This includes the identification of risks
but also ensuring responsibility for them is allocated
correctly.

The council takes a proactive approach to both prevent
and detect fraud and this is supported by the Council’s

Risk Management
Framework

Fighting Fraud and
Corruption Locally —
The Local Government
Counter Fraud and
Corruption Strategy

Anti-Fraud & Corruption Strategy, Internal Audit | 2016-2019
programmes, fraud investigations, participation in National
Fraud Initiative exercises, and publication of proven cases
Managing This is part of the Council's approach to business | Performance
performance transformation.  Service delivery is monitored through | Indicators and

service meetings, performance indicators, benchmarking
and budget monitoring. The Executive Members have
regular service briefings in relation to their portfolios.
Overview and Scrutiny Committee are engaged and Task
Groups have responsibility for considering and suggesting
improvements in relation to service delivery.

The Governance Committee is responsible for reviewing
and challenging the adequacy of the council’'s governance
arrangements. It closely monitors progress on control
matters including improvement plans, external and internal
audit programmes and reports, risk management, budget
and financial investment reports.

Performance reporting

Work of Overview and
Scrutiny Committee
and Task Groups

Role of Governance
Committee.

Robust internal
control

The council maintains a robust Internal Audit service,
which annually provides an independent and objective
opinion on the internal control environment, verifies
compliance with policies, laws and regulations, evaluates
and makes recommendations to improve the effectiveness
of risk management, value for money and governance
processes

The Council require all directorates to complete assurance
statements which identify compliance issues which may
exist across the Council.

The Annual Governance Statement reflects on the
adequacy and effectiveness of the Council’'s Governance
Framework. This is then independently considered by
External Audit.

The Governance Committee complies with best practice
and tests the Council’s controls through the receipt of
reports for consideration.

Audit Plan, Audit
Charter

Service Assurance
Statements

Annual Governance
Statement

Governance
Committee Terms of
Reference

Managing data

The Council have clearly defined policies and procedures
for managing and storing data. Additional work is required
however to embed these and update the Council's IT

ICT Strategy
Digital Strategy
Information Security

systems. Framework
GDPR Audit Plan
Strong public All decisions of the Council require a comment from the | Committee

financial
management

CFO, which will address budgeting issues and compliance
with Best Value and the Council’'s contract procedure
rules. There are regular meetings between budget holders
/ project managers and Finance to monitor budgets and
any changes can be identified early.

Management System
(report templates)

Asset register
CPRs
Budget monitoring

and Quarterly Budget
Reports
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Compliance with
CIPFA Statement on
Role of CFO

Implementing
good practicein
transparency

We feel it very important for the discharge of our
obligations that as much information as possible is made
available to the public. This is done through publication on
the Council’'s website.

Council’s website
Compliance with
Transparency Act

Implementing
good practices in
reporting

The Council comply with good practice in relation to value
for money reporting and the annual Statement of Accounts
considers how public finances have been stewarded.

It is the practice of the Authority to ensure that all key
decisions are made by councillors in accordance with our
approval processes. Compliance with these processes
are considered within this Annual Governance Statement.

Statement of Accounts
Quarterly Performance
Reports

Scheme of Delegation
Annual Governance
Statement

Assurance and
effective
accountability

We view improvement as a continuing process. Internal
Audit reports to Governance Committee include a
summary of areas for improvement and implementation is
reported on an exception basis.

Overview and Scrutiny Task Groups report proposed
improvements to Executive Cabinet who decide whether to
accept the recommendations or not. Where accepted
Cabinet will later report as to the progress of the
implementation of improvements.

Residents have the right to ask questions at Council
meetings in relation to matters on the meeting agenda
which ensure immediate accountability to residents.

Internal Audit
reporting to
Governance
Committee
Governance
Committee Terms of
Reference

Overview and Scrutiny
work programme

4. Review of effectiveness

Chorley Council has responsibility for conducting, at least annually, a review of the effectiveness of its

governance framework including the system of internal control. The review of effectiveness is informed by

the work of senior managers within the authority who have responsibility for the development and
maintenance of the governance environment, the Internal Audit Annual Report and also by comments
made by the external auditors and other review agencies and inspectorates.

The following paragraphs describe the processes that have been applied in maintaining and reviewing the
effectiveness of the Council's governance framework:

Corporate Level Review

o A management group consisting of the following officers has been established to oversee the
compilation of the Annual Governance Statement:

e Chief Executive (S151 Officer)
¢ Head of Legal, Democratic and HR Services (Monitoring Officer)
o Director of Policy and Governance
e Interim Audit and Risk Manager
o The group has conducted a detailed corporate level review of the Council's system of governance in

accordance with the guidance provided by CIPFA / SOLACE.

Service Level Review
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o The Council has also introduced Service Assurance Statements requiring Directors and Heads of
Service to review the operation of a range of governance systems and procedures within their
service areas and indicate whether there are any significant non-compliance issues. These are
analysed to ascertain whether there are any common areas of concern, and if so, whether these
constitute significant governance issues and as such need to be included in the Annual Governance
Statement.

Monitoring Officer

o As the Council's Monitoring Officer, the Head of Legal Democratic and HR Services has a duty to
monitor and review the operation of the Constitution to ensure its aims and principles are given full
effect. The Monitoring Officer will report and recommend to Council any proposed amendment to
the Constitution, which falls outside the Monitoring Officers delegated powers, for adoption.

Scrutiny Committee

o The Council has an Overview and Scrutiny Committee which can challenge a decision which has
been made by the Executive Cabinet or a statutory committee but not yet implemented, to enable
them to consider whether the decision is appropriate.

Governance Committee

o The Council has appointed a Governance Committee whose terms of reference comply with the
CIPFA guidelines. These extend to monitoring the Council's governance, risk management and
internal control framework and include reviewing the adequacy of the governance framework.

Standards Sub-Committee

o The Council has appointed a Standards Sub-Committee of the Governance Committee  whose
terms of reference comply with the prevailing national guidance on standards and codes of conduct
for members.

Internal Audit

o Strong Internal Audit and Risk Management disciplines are embedded and the Shared Assurance
Service maintains excellent working relationships with Senior Management, the Governance
Committee and the Council’s External Auditors to provide an integrated approach to the provision of
assurance within the Council. The Internal Audit Service is fully compliant with the Public Sector
Internal Auditing Standards, this was established following a peer review by the Audit Managers of
2 Lancashire authorities in April 2018.

o The Public Sector Internal Audit Standards require the Interim Audit and Risk Manager to provide
an opinion on the overall adequacy and effectiveness of the organisations’s framework of control,
risk management and governance.

Control — The Internal Audit Service provides an independent opinion on the adequacy of the
internal control system. All recommendations for improvement are agreed with Senior Management
and a summary is reported to the Governance Committee. Only one Internal Audit report with a
limited controls assurance rating was issued during 2018/19.

Risk Management — The Council’s arrangements were further strengthened during 2018/19 by the
continued development of the GRACE risk management system. Extensive training was delivered
to Officers and the revised Risk Management Framework was approved by the Governance
Committee in March 2018.
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Governance — Actions have been taken during 2018/19 to strengthen the Council’'s governance

arrangements (see identified governance issues below). The Annual Governance Statement Action
Plan for 2019/20 includes details of actions to further strengthen Council’s governance
arrangements. The 2019 AGS has been produced following a rigorous assessment process, both
internal and external.

External Audit

o The Council receive regular reports on elements of its internal control environment, including
performance management, risk management, financial management and governance.

We have been advised on the implications of the result of the review of the effectiveness of the

governance framework and system of internal control by the Authority, the executive, Governance
Committee, Overview and Scrutiny Committee, and a plan to address weaknesses and ensure continuous
improvement of the system is in place.

5. ldentified Governance Issues

In the previous year the following themes were identified as requiring action and improvement:

Theme Agreed SMART Status
Improvement Actions & Milestones
1. Information 1.1 To ensure that - Develop program of COMPLETE

Management there are clear work to replace These actions were
document retention SharePoint corporately considered as part of
guidelines which are - Utilise document the GDPR
complied with by management system implementation
Services. within the new project.

application. Service specific
retentions periods
have been prepared.
GDPR Audit Plan
developed and
detailed audits will be
undertaken during
2019/20.
1.2 To ensure that the - GDPR new requirements | COMPLETE
Council is fully in legislation are to be in | Full compliance with
compliant with the Data place by May 2018. GDPR requirements.
Protection Act and Action Plan to be
Freedom of Information implemented to ensure
requirements. compliance within the
timescales
- More effective use of the
information champions.
2. Risk 2.1 Review and update - Review & update In progress -

Management all Health & Safety risk documentation Significant works
assessments - Arrange awareness have been done this

training year in high risk

2.2 Further embed
GRACE risk
management system.

Directors are to ensure
compliance with the Risk
Management
Framework.

areas both in training
and risk assessment
documentation. This
is being rolled out
across remaining
areas depending on
risk.

3. Customer
Complaints

3.1 To improve the
recording of customer

To undertake a review of
how customer

In progress —work is
still on-going
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complaints

complaints are received
to ensure that they are
all captured and
recorded centrally.

4. Value for
money and
cost assurance

4.1 Increased use of
comparative data and
benchmarking to
demonstrate VFM.

Increased use of LGA
Inform to demonstrate
VFM

COMPLETE

5. Fraud

5.1 Increased fraud
awareness

Fraud awareness
training to be delivered
to all relevant officers
using e-learning
modules.

In progress - This is a
recurrent risk and
part of the work in
this area will be to
identify a more robust
awareness raising
programme.

6. Transparency

6.1 To ensure full
compliance with the
revised requirements of
the Transparency
Code.

A review of compliance
with the Code has been
undertaken and areas of
non-compliance are to
be actioned.

In progress - There
are a small number of
particular categories/
areas of non-
compliance which will
need to be
considered and
actioned individually.

7. Communication

7.1 To review and
update the
Communication
Strategy for both
internal and external
communications

To review and update
the Communication
Strategy for both internal
and external
communications

In progress -
Internal
Communication
Strategy has been
reviewed and
updated.

8. Compliance
with Contract
Procedure
Rules (CPRs)

8.1 To further embed
procurement policies
and procedures, and to
strengthen the current
CPRs.

To develop and

implement a contract
management system
through ‘Agile Point’.

In progress —work is
still on-going

The Council will take the following steps in the forthcoming financial year to build and strengthen our
corporate governance arrangements:

Theme Agreed SMART Status
Improvement Actions & Milestones
1. Risk 1.1 To further embed - Toreview & update Risk | CONTINUED FROM
Management the risk management Management Framework | 2018

system

Arrange and provide risk
management training

2. Customer
Complaints

2.1 To improve the
recording of customer
complaints and identify
benefit of actions taken

To undertake a review of
how customer
complaints are received
to ensure that they are
all captured and
recorded centrally

To identify and record
the benefit of actions
taken

CONTINUED FROM
2018

3. Fraud

3.1 To Review and
update Anti-fraud

To review and update
the Anti-fraud policies

Risk identified from
the corporate

policies assessment
3.2 To increase fraud - Fraud awareness CONTINUED FROM
awareness training to be delivered 2018

to all relevant officers
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using e-learning
modules

Fraud reports to be
presented to
Governance Committee
on a regular basis.

3.3 To compile and
monitor a fraud risk
register

Fraud risk register to be
compiled and monitored
on a regular basis

Risk identified from
the corporate
assessment

4. Transparency

4.1 To ensure full
compliance with the
revised requirements of
the Transparency
Code.

A review of compliance
with the Code has been
undertaken and areas of
non-compliance are to
be actioned namely;
e Recording of
officer decisions;
e Publication of
contracts

CONTINUED FROM
2018

5. Communication

5.1 To review and
update the
Communication
Strategy for both
internal and external
communications

To review and update
the Communication
Strategy for external
communications

To review and update
the consultation
engagement toolkit

To re-iterate to staff the
need to keep customers
informed (call-back
procedure)

CONTINUED FROM
2018

6. Compliance
with Contract
Procedure
Rules (CPRs)

6.1 To further embed
procurement policies
and procedures, and to
strengthen the current
CPRs.

To develop and
implement a contract
management system
through ‘Agile Point’

To arrange and provide
training to relevant staff
To review and update
the Council’'s CPRs

CONTINUED FROM
2018

7. Project
Management

7.1 To review and
update the Project
Management Toolkit as
part of the creation of
the centralised
Programme
Management Office

To review and update
the Project Management
Toolkit to more fully
incorporate finance, risk
and statutory compliance
monitoring

Risk identified from
Service Assurance
Statements

8. Performance

8.1 To further embed

To provide data quality

Risk identified from

Management Data Quality Policy training and support Service Assurance
Statements
9. Ethical 9.1 To incorporate best To establish Governance | Risk identified from
Governance practice Committee working corporate
recommendations group assessment &

made by Committee on
Standards in Public Life
into Council procedures
and Code of Conduct.

Working Group to
consider best practice
recommendations with a
view to incorporating
them into Council
procedures / Code of
Conduct

Provide Code of
Conduct training for
Parish Councillors

Monitoring Officer
report
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We propose over the coming year to take steps to address the above matters to further enhance our

governance arrangements. The Themes will be entered as Management Actions onto the MyProjects
system and allocated to the most appropriate Director or Head of Service for action. Progress will be

monitored by the Senior Management Team using MyProjects.

6. Future changes which will affect Governance Arrangements

This Council face 2 known significant changes in the near future which are likely to have significant
impacts on our Governance Arrangements. These have not been highlighted by the work undertaken to
identify governance issues, but it is proper to raise this within the Annual Governance Statement as we
look forward to future challenges.

Brexit has been at the forefront of national consciousness for a number of years, however the impacts of
leaving the European Union remain uncertain until such time as the terms of exit are agreed or known. At
present, most European Legislation has been adopted as national law and steps are being taken to enact
some of the remainder. There should be minimal impact on the Council’'s governance arrangements
should the current legislative situation be maintained. However, some of the legislation, such as that
pertaining to procurement and state aid, may have to be amended depending on the terms of the exit
deal and any participation by the United Kingdom in the European Economic Area.

Although there are many unknowns, the Council have sought to manage these risks through the
establishment of a corporate Brexit risk register which is being monitored by the Senior Management
Team. Each Directorate has been asked to identify likely risks (both strategic and operational) and where
appropriate establish action plans to mitigate these risks.

The second significant change to the Council takes place in May 2020, with the establishment of the new
ward boundaries. The Council will be reducing the number of members from 47 to 42 and establishing 14,
3 member wards.

Whilst there will be no changes to the decision-making processes for the Council, the change in the
number of members is likely to have implications for the membership of decision making bodies. There
will also be consequential changes to how elections are administered in terms of the location of polling
stations amongst other issues.

A number of long serving members have indicated that they will be standing down at the next election.
The Council recognise that this will likely lead to a loss of knowledge and experience particularly in
relation to some of the more technical committees such as Governance and Overview and Scrutiny. This
risk will be addressed through the Member Development programme with specialised training being
provided as required.

We are satisfied that these steps will address the need for improvements that were identified in our review
of effectiveness and will monitor their implementation and operation as part of our next annual review.

Clir. A. Bradley G Hall
Leader of the Council Chief Executive

& Section 151 Officer
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Glossary of Terms

Accounting Policies
The rules and practices adopted by the authority that determine how the transactions and events are
reflected in the accounts.

Accruals Basis
The accruals principle is that income is recorded when it is earned rather than when it is received, and
expenses are recorded when goods or services are received rather than when the payment is made.

Agency Services
These are services that are performed by or for another Authority or public body, where the principal (the
Authority responsible for the service) reimburses the agent (the Authority carrying out the work) for the
costs of the work.

Appointed Auditors

From 1 April 2015 the appointment of External Auditors to Local Authorities is undertaken by Public Sector
Audit Appointments Limited (PSAA), an independent company limited by guarantee and incorporated by
the Local Government Association in August 2014. This role was previously undertaken by The Audit
Commission. Grant Thornton UK LLP is the Council's appointed Auditor.

Balances
The balances of the Authority represent the accumulated surplus of income over expenditure on any of the
Funds.

Capital Adjustment Account

The Account accumulates (on the debit side) the write-down of the historical cost of non-current assets as
they are consumed by depreciation and impairments or written off on disposal. It accumulates (on the
credit side) the resources that have been set aside to finance capital expenditure. The same process
applies to capital expenditure that is only capital by statutory definition (revenue expenditure funded by
capital under statute). The balance on the account thus represents timing differences between the amount
of the historical cost of non-current assets that has been consumed and the amount that has been
financed in accordance with statutory requirements.

Capital Expenditure
This is expenditure on the acquisition of a fixed asset, or expenditure, which adds to, and not merely
maintains, the value of an existing fixed asset.

Capital Financing Charges
This is the annual charge to the revenue account in respect of interest and principal repayments and
payments of borrowed money, together with leasing rentals.

Capital Financing Requirement (CFR)

CFR is a measure of the capital expenditure historically incurred by the Authority that has yet to be
financed. This will be discharged by future charges to the revenue account. In determining Council Tax
charges, authorities have to make a specific provision for the financing of capital expenditure. The
outstanding amount for which provision has to be made is known as the Capital Financing Requirement.

Capital Receipts

Income received from the sale of land or other capital assets, a proportion of which may be used to
finance new capital expenditure, subject to the provisions contained within the Local Government Act
2003.

Carrying Amount
The Balance Sheet value recorded of either an asset or a liability.
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Chartered Institute of Public Finance and Accountancy (CIPFA)
CIPFA is the leading professional accountancy body for public services.

Code of Practice on Local Authority Accounting in the United Kingdom (The Code)

The Code incorporates guidance in line with IFRS, IPSAS and UK GAAP Accounting Standards. It sets
out the proper accounting practice to be adopted for the Statement of Accounts to ensure they ‘present
fairly’ the financial position of the Council. The Code has statutory status via the provision of the Local
Government Act 2003.

Collection Fund

The Council as a billing authority has a statutory obligation to maintain a separate Collection Fund. This
shows the transactions of the Council in relation to the collection from taxpayers of Council Tax and Non-
Domestic Rates (NDR) and its distribution to local government bodies and the Government.

Community Assets

These are non-current assets that the Council intends to hold in perpetuity which have no determinable
finite useful life and, in addition, may have restrictions on their disposal. Examples include parks and
historical buildings not used for operational purposes.

Contingency
This is money set aside in the budget to meet the cost of unforeseen items of expenditure, or shortfalls in
income, and to provide for inflation where this is not included in individual budgets.

Contingent Liabilities or Assets

These are amounts potentially due to or from individuals or organisations which may arise in the future but
which at this time cannot be determined accurately, and for which provision has not been made in the
Council’s accounts.

Council Tax

A local tax on residential properties within the Council’s area, set by the charging (Chorley Borough
Council) and precepting authorities. The level is determined by the revenue expenditure requirements for
each authority divided by council tax base for the year.

Council Tax Base

The amount calculated for each billing authority from which the grant entittement of its share is derived.
The number of properties in each band is multiplied by the relevant band proportion in order to calculate
the number of Band D equivalent properties in the area. The calculation allows for exemptions, discounts,
appeals and a provision for non-collection.

Council Tax Requirement

This is the estimated revenue expenditure on General Fund services that will be financed from the Council
Tax after deducting income from fees and charges, General Fund Balances, specific grants and any
funding from reserves.

Creditors
Amounts owed by the Council for work done, goods received or services rendered, for which payment has
not been made at the date of the balance sheet.

Current Service Cost

Current Service Cost is the increase in the present value of a defined benefit pension scheme’s liabilities
expected to arise from employee service in the current period, i.e. the ultimate pension benefits “earned”
by employees in the current year's employment.

Current Value
The current value of an asset reflects the economic environment prevailing for the service or function the
asset is supporting at the reporting date.
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Curtailment
Curtailments will show the cost of the early payment of pension benefits if any employee has been made
redundant in the previous financial year.

Debtors
These are sums of money due to the Council that have not been received at the date of the Balance
Sheet.

Deferred Capital Receipts
These represent capital income still to be received after disposals have taken place and wholly consists of
principal outstanding from the sale of council houses.

Defined Benefit Scheme

This is a pension or other retirement benefit scheme other than a defined contribution scheme. Usually,
the scheme rules define the benefits independently of the contributions payable and the benefits are not
directly related to the investments of the scheme. The scheme may be funded or unfunded (including
notionally funded).

Department for Communities and Local Government (DCLG)
DCLG is a Central Government department with the overriding responsibility for determining the allocation
of general resources to Local Authorities.

Depreciation
This is the measure of the wearing out, consumption, or other reduction in the useful economic life of
property plant and equipment assets.

Derecognition
Financial assets and liabilities will need to be removed from the Balance Sheet once performance under
the contract is complete or the contract is terminated.

Discounts

Discounts represent the outstanding discount received on the premature repayment of Public Works Loan
Board loans. In line with the requirements of the Code, gains arising from the repurchase or early
settlement of borrowing have been written back to revenue. However, where the repurchase or borrowing
was coupled with a refinancing or restructuring of borrowing with substantially the same overall economic
effect when viewed as a whole, gains have been recognised over the life of the replacement loan.

Earmarked Reserves
The Council holds a number of reserves earmarked to be used to meet specific, known or predicted future
expenditure.

External Audit

The independent examination of the activities and accounts of Local Authorities to ensure the accounts
have been prepared in accordance with legislative requirements and proper practices and to ensure the
Authority has made proper arrangements to secure value for money in its use of resources.

Fair Value
Fair Value is the price that would be received to sell and asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date.

Finance Lease
A finance lease is a lease that transfers substantially all of the risks and rewards of ownership of a fixed
asset to the lessee.
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Financial Instruments

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability
or equity instrument of another. The term ‘financial instrument’ covers both financial assets and financial
liabilities and includes both the most straightforward financial assets and liabilities such as trade
receivables and trade payables and the most complex ones such as derivatives and embedded
derivatives.

Financial Regulations

These are the written code of procedures approved by the Council, intended to provide a framework for
proper financial management. Financial regulations usually set out rules on accounting, audit,
administrative and budgeting procedures.

General Fund
This is the main revenue fund of the Authority and includes the net cost of all services financed by local
taxpayers and Government grants.

Highways Network Asset

A grouping of interconnected components, expenditure on which is only recoverable by continued use of
the asset created, i.e. there is no prospect of sale or alternative use. Components include carriageways,
footways and cycle tracks, structures, street lighting, street furniture, traffic management systems and
land. District Council’s such as Chorley Borough Council rarely hold such assets as they are not Highways
Authorities.

Housing Benefit

This is an allowance to persons receiving little or no income to meet, in whole or part, their rent. Benefit is
allowed or paid by Local Authorities but Central Government refunds part of the cost of the benefits and of
the running costs of the services to Local Authorities. Benefits paid to the Authority’s own tenants are
known as rent rebate and that paid to private tenants as rent allowance.

Impairment

A reduction in the value of assets below its value brought forward in the Balance Sheet. Examples of
factors which may cause such a reduction in value include general price decreases, a significant decline in
a fixed asset’s market value and evidence of obsolescence or physical damage to the asset.

Infrastructure Assets

Fixed Assets which generally cannot be sold and from which benefit can be obtained only by continued
use of the asset created. Examples of such assets are highways, footpaths, bridges and water and
drainage facilities.

Intangible Assets
These are assets that do not have physical substance but are identifiable and controlled by the Council.
Examples include software, licenses and patents.

International Financial Reporting Standard (IFRS)

Defined Accounting Standards that must be applied by all reporting entities to all financial statements in
order to provide a true and fair view of the entity’s financial position, and a standardised method of
comparison with financial statements of the other entities.

Inventories

Amounts of unused or unconsumed stocks held in expectation of future use. Inventories are comprised of
the following categories:

» Goods or other assets purchased for resale

» Consumable stores

* Raw materials and components

* Products and services in intermediate stages of completion

* Finished goods
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Investment Properties
Property, which can be land or a building or part of a building or both, that is held solely to earn rentals or
for capital appreciation or both, rather than for operational purposes.

Joint Venture
A joint venture is a joint arrangement whereby the parties who have joint control of the arrangement have
rights to the net assets of the arrangement.

Leasing Costs
This is where a rental is paid for the use of an asset for a specified period of time. Two forms of lease
exist: finance leases and operating leases.

Materiality
Information is material if omitting it or misstating it could influence the decisions that users make on the
basis of financial information about a specific reporting authority.

Medium Term Financial Strategy (MTFS)

This is a financial planning document that sets out the future years financial forecasts for the Council. It
considers local and national policy influences and projects their impact on the General Fund revenue
budget, and capital programme. At Chorley Borough Council this usually covers a three year timeframe.

Minimum Revenue Provision (MRP)

The Council is required to pay off an element of the accumulated General Fund capital spend each year
through a revenue charge. MRP is the minimum amount which must be charged to an Authority’s revenue
account each year and set aside as provision for credit liabilities, as required by the Local Government
and Housing Act 1989 and calculated in accordance with The Local Authorities (Capital Finance and
Accounting) (England) Regulations 2003.

Non-Domestic Rate (NDR) (also known as Business Rates)

NDR is the levy on business property, based on a national rate in the pound applied to the ‘rateable value’
of the property. The Government determines national rate poundage each year which is applicable to all
Local Authorities.

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

Net Realisable Value (NRV)
NRYV is the open market value of the asset in its existing use (or open market value in the case of non-
operational assets) less the expenses to be incurred in realising the asset.

Operating Lease

This is a type of lease, usually of computer equipment, office equipment, furniture, etc. where the balance
of risks and rewards of holding the asset remains with the lessor. The asset remains the property of the
lessor and the lease costs are revenue expenditure to the Authority.

Precept

The amount levied by various Authorities that is collected by the Council on their behalf. The major
precepting Authorities in Chorley Council are Lancashire County Council, the Police and Crime
Commissioner for Lancashire, and the Lancashire Combined Fire and Rescue Authority. Parish precepts
are also collected on behalf of a number of Parish and Town Councils in the area.

Premiums

These are discounts that have arisen following the early redemption of long term debt, which are written
down over the lifetime of replacement loans where applicable.
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Prior Period Adjustments
These are material adjustments which are applicable to an earlier period arising from changes in
accounting policies or for the correction of fundamental errors.

Property, Plant and Equipment (PPE)

PPE are tangible assets (i.e. assets that have physical substance) that are held for use in the production
or supply of goods and services, for rental to others, or for administrative purposes, and are expected to
be used during more than one year.

Provisions
Amounts set aside to meet liabilities or losses which it is anticipated will be incurred but where the amount
and/or the timing of such costs are uncertain.

Public Works Loan Board (PWLB)
An arm of Central Government which is the major provider of loans to finance long term funding
requirements for Local Authorities.

Related Parties
Related parties are Central Government, other Local Authorities, precepting and levying bodies,
subsidiary and associated companies, Elected Members, all senior officers from Director and above and
the Pension Fund. For individuals identified as related parties, the following are also presumed to be
related parties:

¢ members of the close family, or the same household; and

e partnerships, companies, trusts or other entities in which the individual, or member of their close

family or the same household, has a controlling interest.

Remeasurement of the Net Defined Benefit Liability

Remeasurement of the Net Defined Benefit Liability (asset) comprises:

a) actuarial gains and losses

b) the return on plan assets, excluding amounts included in net interest on the net defined benefit liability
(asset), and

c) any change in the effect of the asset ceiling, excluding amounts included in net interest on the net
defined benefit liability (asset).

Reporting Standards

The Code of Practice prescribes the accounting treatment and disclosures for all normal transactions of a
Local Authority. It is based on International Financial Reporting Standards (IFRS), International Standards
(IAS) and International Financial Reporting Interpretations Committee (IFRIC) plus UK Generally Accepted
Accounting Practice (GAAP) and Financial Reporting Standards (FRS).

Regulation(s)

Various Acts of Parliament, Statutory Instruments and Bills that require local authorities to account for
transactions in a particularly way which might depart from proper accounting practice, IFRS or other
Reporting Standards.

Reserves

Amounts set aside to help manage future risks, to provide working balances or that are earmarked for
specific future expenditure priorities.
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Revaluation Reserve

The Revaluation Reserve records the accumulated gains on the non-current assets held by the Authority
arising from increases in value as a result of inflation or other factors (to the extent that these gains have
not been consumed by subsequent downward movements in value).

Revenue Support Grant

The main Government grant paid to local authorities. It is intended to adjust for differences in needs
between areas so that, if all local authorities were to spend at the level which the Government assess that
they need to spend, the council tax would be the same across the whole country.

Revenue Expenditure Funded From Capital Under Statute (REFCUS)
Expenditure incurred during the year that may be capitalised under statutory provision but that does not
result in the creation of a non-current asset that has been charged as expenditure to the CIES.

Royal Institution of Chartered Surveyors (RICS)
The Royal Institution of Chartered Surveyors (RICS) is a professional body that accredits professionals
within the land, property and construction sectors worldwide.

Members holding RICS qualifications may use the following designations after their name: MRICS
(Member), FRICS (Fellow), AssocRICS (Associate). Those with the designation MRICS or FRICS are also
known as chartered surveyors.

Service Reporting Code of Practice (SeRCOP)

Prepared and published by CIPFA, the Service Reporting Code of Practice (SeRCOP) is reviewed
annually to ensure that it develops in line with the needs of modern Local Government, Transparency,
Best Value and public services reform. SeRCOP establishes proper practices with regard to consistent
financial reporting for services and in England and Wales, it is given legislative backing by regulations
which identify the accounting practices it propounds as proper practices under the Local Government Act
2003.

Treasury Management
This is the process by which the Authority controls its cash flow and its borrowing and lending activities.

Treasury Management Strategy (TMS)
A strategy prepared with regard to legislative and CIPFA requirements setting out the framework for
treasury management activity for the Council.

Voluntary Revenue Provision

The Council is required to pay off an element of the accumulated General Fund capital spend each year
through a revenue charge (the Minimum Revenue Provision - MRP), although it is also allowed to
undertake additional voluntary payments if required, this is the Voluntary Revenue Provision (VRP).
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