NON-CONFIDENTIAL

Marmion House,
Lichfield Street, Tamworth,
Staffordshire B79 7BZ.

Enquiries: 01827 709 709
Facsimile: 01827 709 271

AUDIT AND GOVERNANCE COMMITTEE

18 July 2018

Dear Councillor

A meeting of the Audit and Governance Committee will be held in Committee Room 1,
Marmion House, Lichfield Street, Tamworth, B79 7BZ on Thursday, 26th July, 2018
at 6.00 pm. Members of the Committee are requested to attend.

Yours faithfully

AGENDA

NON CONFIDENTIAL

1 Apologies for Absence
2 Minutes of the Previous Meeting (Pages 5 - 8)

3 Declarations of Interest
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To receive any declarations of Members’ interests (pecuniary and non-
pecuniary) in any matters which are to be considered at this meeting.

When Members are declaring a pecuniary or non-pecuniary interest in
respect of which they have dispensation, they should specify the nature of
such interest. Members should leave the room if they have a pecuniary or
non-pecuniary interest in respect of which they do not have a dispensation.

Update from External Auditors
Audit Findings Report 2017-18 (Pages 9 - 26)
(The Audit Findings Report 2017-18 of Grant Thornton, the External Auditor)

Management Representation Letter 2017-18 (Pages 27 - 30)

(The Report of the Executive Director Finance)

Annual Statement of Accounts & Report 2017/18 (Pages 31 - 192)

(The Report of the Executive Director Finance)

Regulation of Investigatory Powers Act 2000 (Pages 193 - 196)

(The Report of the Assistant Director — Partnerships)

Risk Management Update (Pages 197 - 238)

(The Report of the Assistant Director Finance)

Internal Audit Update report 2018/19 Quarter 1 (Pages 239 - 256)
(Report of the Head of Audit & Governance)

Internal Audit Charter (Pages 257 - 270)
(The Report of Head of Audit & Governance)

Counter Fraud Update (Pages 271 - 282)
(The Report of the Head of Audit & Governance)

Changes to Policies (Pages 283 - 284)
(Report of the Head of Audit & Governance)

Audit and Governance Committee Timetable (Pages 285 - 288)



(Discussion Item)

People who have a disability and who would like to attend the meeting should contact
Democratic Services on 01827 709264 or e-mail committees@tamworth.gov.uk
preferably 24 hours prior to the meeting. We can then endeavour to ensure that any
particular requirements you may have are catered for.

To Councillors: M Summers, R Kingstone, R Claymore, C Cooke, J Faulkner, M Gant
and M Greatorex
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Agenda Item 2

MINUTES OF A MEETING OF THE

UDIT AND GOVERNANCE COMMITTEE
HELD ON 7th JUNE 2018

PRESENT: Councillor M Summers (Chair), Councillors R Kingstone (Vice-
Chair), R Claymore, C Cooke, J Faulkner and M Greatorex (Vice

Chair)
Officers Stefan Garner (Executive Director Finance), Jane
Hackett (Solicitor to the Council and Monitoring Officer),
Angela Struthers (Head of Audit & Governance) and
Lynne Pugh (Assistant Director Finance)
Visitors John Gregory

1 APPOINTMENT OF VICE CHAIR
RESOLVED: That Councillor R Kingstone be appointed as Vice-Chair
(Moved by Councillor M Greatorex and seconded by
Councillor R Claymore)
2 APOLOGIES FOR ABSENCE
Apologies for absence were received from Councillor M Gant
3 MINUTES OF THE PREVIOUS MEETING
The minutes of the meeting held on 28™ March 2018 were approved and signed
as a correct record.
(Moved by Councillor M Summers and seconded by Councillor J Faulkner)

4 DECLARATIONS OF INTEREST

There were no declarations of Interest.
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Audit and Governance 7 June 2018
Committee

UPDATE FROM EXTERNAL AUDITORS

The external auditor advised the Committee that he was confident that the 31 July
2018 deadline will be met for the accounts.

REGULATION OF INVESTIGATORY POWERS ACT 2000

RESOLVED The Committee
endorsed the RIPA monitoring report for the quarter to 31
March 2018.

(Moved by Councillor M Summers and seconded by
Councillor C Cooke)

CONSTITUTION & SCHEME OF DELEGATION

RESOLVED: Thatthe Committee

Endorsed the Constitution and Scheme of Delegation as
approved by Council on 6 June 2018.

(Moved by Councillor J Faulkner and second by Councillor C
Cooke)

ANNUAL GOVERNANCE STATEMENT & CODE OF CORPORATE

GOVERNANCE

RESOLVED The Committee agreed

A) the Annual Governance Statement as appropriate for
presentation to the External Auditor and for inclusion in the
Annual Statement of Accounts; and

B) the Code of Corporate Governance

Committee gave a vote of thanks for the hard work of J Wheatley and J Hackett

(Moved by Councillor M Greatorex and seconded by Councillor R Claymore)

AUDIT & GOVERNANCE COMMITTEE SELF-ASSESSMENT 2017/18

2
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Audit and Governance 7 June 2018
Committee

The report informed the Committee of the earlier completed assessment to which
members had contributed.

10 INTERNAL AUDIT ANNUAL REPORT AND QUARTER 4 PERFORMANCE
REPORT

RESOLVED: That the Committee
considered the attached report and following some
discussion was satisfied with the performance

(Moved by Councillor M Summers and seconded by
Councillor C Cooke)

11 INTERNAL AUDIT CUSTOMER SATISFACTION SURVEY 2017/18
RESOLVED: The Committee considered
the report and had no issues to raise.

(Moved by Councillor J Faulkner and seconded by
Councillor R Kingstone)

12 PUBLIC SECTOR INTERNAL AUDIT STANDARDS & QUALITY ASSURANCE
AND IMPROVEMENT PROGRAMME

RESOLVED That the Committee endorsed;

compliance with the Public Sector Internal Audit Standards;
and,;

the Quality Assurance & Improvement Programme.

(Moved by Councillor C Cooke and seconded by Councillor
R Claymore)

13 AUDIT AND GOVERNANCE COMMITTEE TIMETABLE

The Committee reviewed the timetable.
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Audit and Governance 7 June 2018
Committee

Chair
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The contents of this report relate only to those matters which came to our attention during the conduct of our normal audit procedures which are designed for the purpose of expressing
our opinion on the financial statements. Our audit is not designed to test all internal controls or identify all areas of control weakness. However, where, as part of our testing, we identify
control weaknesses, we will report these to you. In consequence, our work cannot be relied upon to disclose all defalcations or other irregularities, or to include all possible improvements
in internal control that a more extensive special examination might identify. This report has been prepared solely for your benefit and should not be quoted in whole or in part without our
prior written consent. We do not accept any responsibility for any loss occasioned to any third party acting, or refraining from acting on the basis of the content of this report, as this report
was not prepared for, nor intended for, any other purpose.

Grant Thornton UK LLP is a limited liability partnership registered in England and Wales: No.OC307742. Registered office: 30 Finsbury Square, London, EC2A 1AG. A list of members is
available from our registered office. Grant Thornton UK LLP is authorised and regulated by the Financial Conduct Authority. Grant Thornton UK LLP is a member firm of Grant
Thornton International Ltd (GTIL). GTIL and the member firms are not a worldwide partnership. Services are delivered by the member firms. GTIL and its member firms are not agents
of, and do not obligate, one another and are not liable for one another’s acts or omissions.
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Headlines

This table summarises the key issues arising from the statutory audit of Tamworth Borough Council (‘the Council’) and the preparation of the Council's financial statements for the year
ended 31 March 2018 for those charged with governance.

Financial Under the International Standards of Auditing (UK) (ISAs), we are Our audit work was predominantly completed on site during June. Our findings are
Statements required to report whether, in our opinion: summarised on pages 4 to 11. We have not identified any adjustments to the financial
* the Council's financial statements give a true and fair view of the statements that have resulted in an adjustment to the Statement of Comprehensive
Council’s financial position and of the group and Council’s Income and Expenditure. Audit adjustments are detailed in Appendix A. We have raised
expenditure and income for the year, and no recommendations as a result of this year’s audit.
* have been properly prepared in accordance with the _ Subject to outstanding queries being resolved, we anticipate issuing an unqualified audit
CIPFA/LASAAC code of practice on local authority accountingand o following the Audit Committee meeting on 26 July 2018, as detailed in Appendix
pz)geliared in accordance with the Local Audit and Accountability Act C. These outstanding items are set out on the next page.
We have concluded that the other information published with the financial statements,
We are also required to report whether other information published which includes the Statement of Accounts, Annual Governance Statement and Narrative
together with the audited financial statements (including the Statement ~ Report, are consistent our knowledge of your organisation and with the financial
of Accounts, Annual Governance Statement (AGS) and Narrative statements we have audited.
Y Report), is materially inconsistent with the financial statements or our
g knowledge obtained in the audit or otherwise appears to be materially
o) misstated.
=
—

Value for Money
arrangements

Under the National Audit Office (NAO) Code of Audit Practice (‘the

Code"), we are required to report whether, in our opinion:

» the Council has made proper arrangements to secure economy,
efficiency and effectiveness in its use of resources (‘the value for
money (VFM) conclusion’)

We have completed our risk based review of the Council’s value for money
arrangements. We have concluded that Tamworth Borough Council has proper
arrangements to secure economy, efficiency and effectiveness in its use of resources.

We therefore anticipate issuing an unqualified value for money conclusion, as detailed in
Appendix C. Our findings are summarised on page 12.

Statutory duties

The Local Audit and Accountability Act 2014 (‘the Act’) also requires us

to:

* report to you if we have applied any of the additional powers and
duties ascribed to us under the Act; and

« certify the closure of the audit

We have not exercised any of our additional statutory powers or duties.

We have completed the majority of work under the Code and expect to be able to certify
the completion of the audit when we give our audit opinion.

Acknowledgements
We would like to take this opportunity to record our appreciation for the assistance provided by the finance team and other staff during our audit.
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Financial statements

Summary

Overview of the scope of our audit

This Audit Findings presents the observations arising from the audit that are significant to
the responsibility of those charged with governance to oversee the financial reporting
process, as required by International Standard on Auditing (UK) 260 and the Code of
Audit Practice (‘the Code’). Its contents have been discussed with management.

As auditor we are responsible for performing the audit, in accordance with International
Standards on Auditing (UK), which is directed towards forming and expressing an opinion
on the financial statements that have been prepared by management with the oversight of
those charged with governance. The audit of the financial statements does not relieve
management or those charged with governance of their responsibilities for the
preparation of the financial statements.

Audit approach

Ougeludit approach was based on a thorough understanding of the Council's business
a risk based, and in particular included:

« Bn evaluation of the Council's internal controls environment including its IT systems
ledd controls; and

. IE?Jbstantive testing on significant transactions and material account balances,
including the procedures outlined in this report in relation to the key audit risks

Conclusion

We have substantially completed our audit of your financial statements and subject to
outstanding queries being resolved, we anticipate issuing an unqualified audit opinion
following the Audit Committee meeting on 26 July 2018, as detailed in Appendix C.
These outstanding items include:

- review of the work performed by the Council’s valuer compared to information
provided by our expert;

- substantive testing of samples creditor and grant items;

- completion of testing of a sample of Housing Benefit payments;
- final quality assurance checks of the audit file;

- receipt of management representation letter; and

- review of the final set of financial statements.

Our approach to materiality

The concept of materiality is fundamental to the preparation of the financial statements
and the audit process and applies not only to the monetary misstatements but also to
disclosure requirements and adherence to acceptable accounting practice and
applicable law.

We revised our materiality calculations upon receipt of the draft financial statements,
as a result of the prior period adjustment to the accounts. We detail our assessment of
materiality in the table to the right.

© 2018 Grant Thornton UK LLP | Report Name | Date

Amount
Materiality for the financial statements £1,129k
Performance materiality £847k
Trivial matters £56k
Materiality for specific transactions, balances or disclosures:
» Senior Officers’ Remuneration £100k




Financial Statements

Significant audit risks

(1]

¢T obed

Risks identified in our Audit Plan

Commentary

Improper revenue recognition

Under ISA (UK) 240 there is a rebuttable presumed
risk that revenue may be misstated due to the
improper recognition of revenue.

This presumption can be rebutted if the auditor
concludes that there is no risk of material
misstatement due to fraud relating to revenue
recognition.

Having considered the risk factors set out in ISA240 and the nature of the revenue streams at the Council, we have
determined that the risk of fraud arising from revenue recognition can be rebutted, because:

« there is little incentive to manipulate revenue recognition;
* opportunities to manipulate revenue recognition are very limited; and

» the culture and ethical frameworks of local authorities, including Tamworth Borough Council, mean that all forms of
fraud are seen as unacceptable.

Therefore we do not consider this to be a significant risk for Tamworth Borough Council.

Work performed

We have:

» evaluated the Council's accounting policy for recognition of revenues for appropriateness;
« performed substantive testing on material revenue streams; and

» reviewed unusual significant transactions.

Key findings

Subject to the completion of the outstanding items in this area, our audit work has not identified any issues in respect of
improper revenue recognition.

Management override of controls

Under ISA (UK) 240 there is a non-rebuttable
presumed risk that the risk of management over-ride
of controls is present in all entities.

The Council faces external scrutiny of its spending,
and this could potentially place management under
undue pressure in terms of how they report
performance.

Management over-ride of controls is a risk requiring
special audit consideration.

Work performed
We have undertaken the following work in relation to this risk:

* gained an understanding of the accounting estimates, judgements applied and decisions made by management and
consider their reasonableness;

« obtained a full listing of journal entries, identified and tested unusual and significant journal entries for
appropriateness; and

» evaluated the rationale for any changes in accounting policies or significant unusual transactions.

Key findings
Our audit work has not identified any issues in respect of management override of controls.

© 2018 Grant Thornton UK LLP | Audit Findings Report for Tamworth Borough Council | 2017/18



Financial statements

Significant audit risks

©

T abed

Risks identified in our Audit Plan

Commentary

Valuation of property, plant and equipment

The Council revalues its land and buildings on a 5
year basis to ensure that carrying value is not
materially different from current value. This
represents a significant estimate by management in
the financial statements.

We identified land and building revaluations and
impairments as a risk requiring special audit
consideration.

Work performed
We have undertaken the following work in relation to this risk:

* reviewed management's processes and assumptions for the calculation of the estimate, the instructions issued to
valuation experts and the scope of their work;

» considered the competence, expertise and objectivity of any management experts used;
* reviewed the basis on which the valuation is carried out and challenged the key assumptions;

« reviewed and challenged the information used by the valuer to ensure it is robust and consistent with our
understanding;

» tested revaluations made during the year to ensure they are input correctly into the Council's asset register and
financial statements; and

« evaluated the assumptions made by management for those assets not revalued during the year and how
management has satisfied themselves that these are not materially different to current value.

Key findings

Subject to the completion of the outstanding items in this area, our audit work has not identified any issues in respect of
the valuation of the Council’s property, plant and equipment.

Valuation of pension fund net liability

The Council's pension fund asset and liability as
reflected in its balance sheet represent a significant
estimate in the financial statements.

We identified the valuation of the pension fund net

liability as a risk requiring special audit consideration.

Work performed
We have undertaken the following work in relation to this risk:

« identified the controls put in place by management to ensure that the pension fund liability is not materially misstated.
We assessed whether these controls were implemented as expected and whether they are sufficient to mitigate the
risk of material misstatement;

» evaluated the competence, expertise and objectivity of the actuary who carried out your pension fund valuation;
» gained an understanding of the basis on which the valuation is carried out;
« undertaken procedures to confirm the reasonableness of the actuarial assumptions made; and

» checked the consistency of the pension fund asset and liability and disclosures in notes to the financial statements
with the actuarial report from your actuary.

Key findings

Subject to the completion of the outstanding items in this area, our audit work has not identified any issues in respect of
the valuation of the Council’s pension fund net liability.

© 2018 Grant Thornton UK LLP | Audit Findings Report for Tamworth Borough Council | 2017/18



Financial statements

Reasonably possible audit risks

Risks identified in our Audit Plan Commentary

@ Employee remuneration Work performed

Payroll expenditure represents a significant proportion (25%) We have undertaken the following work in relation to this risk:

of the Council’s operating expenses.

As the payroll expenditure comes from a number of individual
transactions and an interface with a sub-system there is a risk
that payroll expenditure in the accounts could be understated.
We therefore identified completeness of payroll expenses as
a risk requiring particular audit attention.

evaluated the Council's accounting policy for recognition of payroll expenditure for appropriateness;

gained an understanding of the Council's system for accounting for payroll expenditure and evaluate the
design of the associated controls;

agree that payroll costs are complete within the financial statements via review of the reconciliations between
the payroll system and the General Ledger; and

undertake a trend analysis and detailed analytics to ensure pay is materially complete.

Key findings
Our audit work has not identified any issues in respect of the completeness of the Council’'s employee
LY remuneration costs.
Q
(D Operating expenses Work performed
= Non-pay expenses on other goods and services also We have undertaken the following work in relation to this risk:

represents a significant proportion (40%) of the Council’s
operating expenses. Management uses judgement to
estimate accruals of un-invoiced costs.

We identified completeness of non- pay expenses as a risk
requiring particular audit attention.

evaluated the Council's accounting policy for recognition of non-pay expenditure for appropriateness;

gained an understanding of the Council's system for accounting for non-pay expenditure and evaluate the
design of the associated controls;

performed detailed substantive testing on operating expenditure recorded for the financial year; and
tested operating expenditure to ensure cut-off has been correctly applied.

Key findings

Subject to the completion of the outstanding items in this area, our audit work has not identified any significant
issues in respect of the completeness of the Council’s operating expenditure costs.

© 2018 Grant Thornton UK LLP | Audit Findings Report for Tamworth Borough Council | 2017/18



Financial statements

Accounting policies

Accounting area

Summary of policy

Comments

Assessment

Revenue recognition

T
b

Q
D

The Council's revenue recognition policy is disclosed within Note 1 of the Accounts,
within Accounting Policies, and covers each of the main areas of revenue received
by the Council, including revenue received from the sale of goods, the provision of
services along with how revenue is recognised for the non-exchange transactions
such as Council Tax, Housing Rents and Business Rates.

Activity is accounted for in the year that it takes place, not simply when cash
payments are made or received. In particular, revenue from the sale of goods and
the provision of services is recognised when the Council transfers goods or
completes delivery of a service to the purchaser and it is probable that economic
benefits or service potential associated with the transaction will flow to the Council.

Revenue relating to Council Tax and Business Rates is measured at the full amount
receivable (net of any impairment losses) as they are non-contractual, non-
exchange transactions and there can be no difference between the delivery and
payment dates.

The revenue recognition policy is consistent with
the Code of Practice on Local Authority
Accounting.

Management have followed the policy in
accounting for the Council’s revenue streams.

Judgements and
estig@mtes

Key judgements and estimates include:
— Valuation and useful lives of operational property
— Fair value measurement of investment property
— Valuation of the pension fund net liability
— Accruals of income and expenditure
— Provision for NNDR appeals
— Provision for bad debts

Disclosures of critical judgements and
assumptions used in Notes 3 and 4 to the
Financial Statements are considered to be clear.

The policies adopted for material accounting
estimates are consistent with the Code of
Practice on Local Authority Accounting.

We have reviewed your Business Rate Appeals
provision and are satisfied with the approach
taken.

Other critical policies

We have reviewed the Council's policies against
the requirements of the CIPFA Code of Practice.
The Council's accounting policies are
appropriate and consistent with previous years.

Assessment

® Marginal accounting policy which could potentially be open to challenge by regulators
Accounting policy appropriate but scope for improved disclosure
Accounting policy appropriate and disclosures sufficient

© 2018 Grant Thornton UK LLP | Audit Findings Report for Tamworth Borough Council | 2017/18



Financial Statements

Other communication requirements

We set out below details of other matters which we, as auditors, are required by auditing standards and the Code to communicate to those charged with governance.

Issue

Commentary

Matters in relation to fraud

We have previously discussed the risk of fraud with the Audit Committee. We have not been made aware of any incidents in
the period and no other issues have been identified during the course of our audit procedures.

Matters in relation to related parties

We are not aware of any related parties or related party transactions which have not been disclosed.

Matters in relation to laws and regulations

You have not made us aware of any significant incidences of non-compliance with relevant laws and regulations and we have
not identified any incidences from our audit work.

Written representations

A standard letter of representation has been requested from the Council, which is included in the Audit Committee papers

Confirmation requests from third parties

T obed

We requested from management permission to send confirmation requests to banks and investment and debt counterparties.
This permission was granted and the requests were sent. At the time of writing this report, a small number of responses were
outstanding, in relation to the Council’s investments at 31 March 2018. Should these remain outstanding, we will perform
alternative procedures to gain assurance over these balances.

@\lDisclosures

Issues and omissions found during our review are summarised in Appendix A.

e Significant difficulties

No significant difficulties were encountered during the completion of our work.

© 2018 Grant Thornton UK LLP | Audit Findings Report for Tamworth Borough Council | 2017/18



Financial statements

Other responsibilities under the Code

We set out below details of other matters which we, as auditors, are required by the Code to communicate to those charged with governance.

Issue

Commentary

o Other information

We are required to give an opinion on whether the other information published together with the audited financial statements (including
the Statement of Accounts, Annual Governance Statement (AGS) and Narrative Report), is materially inconsistent with the financial
statements or our knowledge obtained in the audit or otherwise appears to be materially misstated.

No inconsistencies have been identified. We plan to issue an unqualified opinion in this respect — refer to appendix C.

9 Matters on which we report by
exception

T
jab)
Q

We are required to report on a number of matters by exception in a numbers of areas:

» If the Annual Governance Statement does not meet the disclosure requirements set out in the CIPFA/SOLACE guidance or is
misleading or inconsistent with the other information of which we are aware from our audit

» If we have applied any of our statutory powers or duties
We have nothing to report on these matters.

D
GH Specified procedures for
Whole of Government
Accounts

We are required to carry out specified procedures (on behalf of the NAO) on the Whole of Government Accounts (WGA) consolidation
pack under WGA group audit instructions.

This work is not required for Tamworth Borough Council, as the Council does not exceed the threshold.

9 Certification of the closure of
the audit

We intend to certify the closure of the 2017/18 audit of Tamworth Borough Council in the audit opinion, as detailed in Appendix C.

© 2018 Grant Thornton UK LLP | Audit Findings Report for Tamworth Borough Council | 2017/18
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Value for Money

Value for Money

Background to our VFM approach

The NAO issued its guidance for auditors on Value for Money work for 2017/18
in November 2017. The guidance states that for local government bodies,
auditors are required to give a conclusion on whether the Council has proper
arrangements in place.

The guidance identifies one single criterion for auditors to evaluate:

“In all significant respects, the audited body takes properly informed decisions
and deploys resources to achieve planned and sustainable outcomes for
taxpayers and local people.”

This is supported by three sub-criteria, as set out below:

6T obed

Informed

decision
making

Value for
Money
arrangements
criteria
Working Sustainable
with partners resource
& other third deployment

parties

© 2018 Grant Thornton UK LLP | Audit Findings Report for Tamworth Borough Council | 2017/18

Risk assessment

We carried out an initial risk assessment in February 2018, and identified no significant risks in
respect of specific areas of proper arrangements using the guidance contained in AGN03. We
communicated this to you in our Audit Plan dated 25 April 2018.

We will continue our review of relevant documents up to the date of giving our audit report, and at
the time of writing this document have not identified any further significant risks where we need to
perform further work.

Overall conclusion

Based on the work we performed, we concluded that the Council had proper arrangements in all
significant respects to ensure it delivered value for money in its use of resources. The text of our
report, which confirms this can be found at Appendix C.

Significant difficulties in undertaking our work

We did not identify any significant difficulties in undertaking our work on your arrangements which
we wish to draw to your attention.

Significant matters discussed with management

There were no matters where no other evidence was available or matters of such significance to
our conclusion or that we required written representation from management or those charged with
governance.
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Fees, non audit services and independence

Independence and ethics

Independence and ethics

We confirm that there are no significant facts or matters that impact on our independence as auditors that we are required or wish to draw to your attention. We have complied with

the Financial Reporting Council's Ethical Standard and confirm that we, as a firm, and each covered person, are independent and are able to express an objective opinion on the
financial statements

We confirm that we have implemented policies and procedures to meet the requirements of the Financial Reporting Council’s Ethical Standard and we as a firm, and each covered
person, confirm that we are independent and are able to express an objective opinion on the financial statements.

Further, we have complied with the requirements of the National Audit Office’s Auditor Guidance Note 01 issued in December 2017 which sets out supplementary guidance on ethical
requirements for auditors of local public bodies.

Details of fees charged are detailed in Appendix B.

Auda: and Non-audit services

For@he purposes of our audit we have made enquiries of all Grant Thornton UK LLP teams providing services to the Council. The following non-audit services were identified.

(@)
SerSH_ce £ Threats Safeguards
Auﬁrelated

Certification of Pooled 2,500 Self-Interest (because The level of this recurring fee taken on its own is not considered a significant threat to independence as the fee

Capital Receipts grant this is a recurring fee) for this work is £2,500 in comparison to the total fee for the audit of £49,838 and in particular relative to Grant
Thornton UK LLP’s turnover overall. Further, it is a fixed fee and there is no contingent element to it. These
factors all mitigate the perceived self-interest threat to an acceptable level.

Non-audit related

None

The amounts detailed are fees agreed to-date for audit related and non-audit services to be undertaken by Grant Thornton UK LLP in the current financial year. These services are
consistent with the Council’s policy on the allotment of non-audit work to your auditors.

All services have been approved by the Audit Committee. Any changes and full details of all fees charged for audit related and non-audit related services by Grant Thornton UK LLP
and by Grant Thornton International Limited network member Firms will be reported to you at the conclusion of the audit.

None of the services provided are subject to contingent fees.

© 2018 Grant Thornton UK LLP | Audit Findings Report for Tamworth Borough Council | 2017/18 12



Appendix A

Audit Adjustments

We are required to report all non trivial misstatements to those charged with governance, whether or not the accounts have been adjusted by management.

Impact of adjusted misstatements

All adjusted misstatements are set out in detail below along with the impact on the key statements and the reported net expenditure for the year. c h )
omprehensive

Income and
Expenditure Balance
Statement Sheet
Detail £000 £000
1  During our review of the Council’s provision for appeals relating to National Non-Domestic Rates (NNDR) revenues, we noted that the
whole of the provision was included as ‘current’ in the Balance Sheet (ie expected to fall due before 31 March 2019). Using information
provided by their expert advisors, the Council have adjusted the face of the balance sheet as follows:
Dr  Short Term Provisions 853
my) Cr Long Term Provisions (853)
ghe prior year balances have also been amended for comparability.
q?)verall impact £nil £nil
P
H
Misclassification and disclosure changes
The table below provides details of misclassification and disclosure changes identified during the audit which have been made in the final set of financial statements.
Disclosure Detail Adjusted

Various A small number of minor changes have been made to disclosure notes and accounting policies throughout the financial statements to improve
accuracy, clarity and understandability.

v

© 2018 Grant Thornton UK LLP | Audit Findings Report for Tamworth Borough Council | 2017/18
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Appendix B

Fees

We confirm below our final fees charged for the audit and provision of non-audit services.

Audit Fees
Proposed fee Final fee
Council Audit £49,838 £49,838
Grant Certification relating to the 2017/18 Housing Benefit subsidy claim £11,074 TBC
£60,912 TBC

Total audit fees (excluding VAT)

TheToposed fees for the year were in line with the scale fee set by Public Sector Audit Appointments Ltd (PSAA). Our fees for grant certification cover only housing benefit subsidy
certfiation, which falls under the remit of Public Sector Audit Appointments Limited. Fees in respect of other grant work, such as reasonable assurance reports, are shown under

'Fe%for other services'.

N
N

Non Audit Fees

Fees for other services Fees

Audit related services:
« Certification of Pooled Capital Receipts grant £2,500

Non-audit services:
None )

£2,500

© 2018 Grant Thornton UK LLP | Audit Findings Report for Tamworth Borough Council | 2017/18
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Appendix C

Audit opinion

We anticipate we will provide the Council with an unmodified audit report.

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

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Tamworth Borough Council (the ‘Authority’) for the year ended
31 March 2018 which comprise the Comprehensive Income and Expenditute Statement, the Movement in
Reserves Statement, the Balance Sheet, the Cash Flow Statement, the Housing Revenue Account Income
and Expenditure Statement, the Statement of Movement on Housing Revenue Account Balance, the
Collection Fund Income and Expenditure Statement and notes to the financial statements, including a
summaty of significant accounting policies. The financial reporting framework that has been applied in their
psaparation is applicable law and the CIPFA/LASAAC code of practice on local authority accounting in the
U@d Kingdom 2017/18.

Iur opinion the financial statements:
S I\ﬁive a true and fair view of the financial position of the Authority as at 31 March 2018 and of its
xpenditure and income for the year then ended;
© c*?lave been prepared propetly in accordance with the CIPFA/LASAAC code of practice on local
authority accounting in the United Kingdom 2017/18; and
*  have 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 International Standards on Auditing (UK) (ISAs (UK)) and
applicable law. Our responsibilities under those standards are further described in the Auditor’s
responsibilities for the audit of the financial statements section of our report. We are independent of the
Authority 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 have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our opinion.

Who we are reporting to

This report is 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 Statement of Responsibilities of
Auditors and Audited Bodies published by Public Sector Audit Appointments Limited. Our 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 permitted by law, we do not
accept or assume responsibility to anyone other than the Authority and the Authority's members as a body,
for our audit work, for this report, or for the opinions we have formed.

© 2018 Grant Thornton UK LLP | Audit Findings Report for Tamworth Borough Council | 2017/18

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us

to reportt to you where:

e the Executive Director Finance’s use of the going concern basis of accounting in the preparation of the
financial statements is not appropriate; or

*  the Executive Director Finance has not disclosed in the financial statements any identified material
uncertainties that may cast significant doubt about the Authority’s ability to continue to adopt the going
concern basis of accounting for a petiod of at least twelve months from the date when the financial
statements are authorised for issue.

Other information

The Executive Director Finance is responsible for the other information. The other information comprises
the information included in the Statement of Accounts set out on pages 1 to 21 and 129 to 153, other than
the financial statements and our auditor’s report thereon. Our 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 assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge of the Authority obtained in the course of our work including that gained
through work in relation to the Authority’s arrangements for securing value for money through economy,
efficiency and effectiveness in the use of its resources or otherwise appears to be materially misstated. If we
identify such material inconsistencies or apparent material misstatements, we ate required to determine
whether there is a material misstatement in the financial statements or a material misstatement of the other
information. If, based on the work we have performed, we conclude that there is a material misstatement of
this other information, we are required to report that fact.

We have 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 National Audit Office on behalf of the Comptroller and
Auditor General (the Code of Audit Practice) we are required to consider whether the Annual Governance
Statement does not comply with the ‘Delivering Good Governance in Local Government: Framework
(2016)’ published by CIPFA and SOLACE or is misleading or inconsistent with the information of which we
are aware from our audit. We are not required to consider whether the Annual Governance Statement
addresses all risks and controls or that risks are satisfactorily addressed by internal controls.

We have nothing to report in this regard.
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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 Authority gained through our work in relation to the Authority’s arrangements for secuting
economy, efficiency and effectiveness in its use of resources, the other information published together with
the financial statements in the Statement of Accounts, the Narrative Report and the Annual Governance
Statement for the financial year for which the financial statements are prepared is consistent with the
financial statements.

Matters on which we are required to report by exception

Under the Code of Audit Practice we are required to report to you if:

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

* we have made 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 have exercised any other special powers of the auditor under the Local Audit and Accountability Act
2014.

\X?@ave nothing to report in respect of the above matters.

REYonsibilities of the Authority, the Executive Director Finance and Those Charged with
G@ernance for the financial statements

plained more fully in the Responsibilities for the Statement of Accounts set out on page 21, the
AysQority is required to make arrangements for the proper administration of its financial affairs and to secure
that one of its officers has the responsibility for the administration of those affairs. In this authority, that
officer is the Executive Director Finance. The Executive Director Finance 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 in the United Kingdom
2017/18, which give a true and fair view, and for such internal control as the Executive Director Corporate
Services determines is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or etrot.

In prepating the financial statements, the Executive Director Finance is responsible for assessing the
Authority’s ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless the Authority lacks funding for its continued
existence or when policy decisions have been made that affect the services provided by the Authority.

The Audit and Governance Committee is Those Charged with Governance.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error 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 statements.

© 2018 Grant Thornton UK LLP | Audit Findings Report for Tamworth Borough Council | 2017/18

A further description of our responsibilities for the audit of the financial statements is located on the
Financial Reporting Council’s website at: . This description forms
part of our 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 criterion issued by the Comptroller
and Auditor General in November 2017, we are satisfied that #he Authority put in place proper arrangements

for securing economy, efficiency and effectiveness in its use of resources for the year ended 31 March 2018.

Responsibilities of the Authority

The Authority is responsible for putting in place proper arrangements for securing economy, efficiency and
effectiveness in its use of resources, to ensure proper stewardship and governance, and to review regularly
the adequacy and effectiveness of these arrangements.

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

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

We have undertaken our review in accordance with the Code of Audit Practice, having regard to the
guidance on the specified critetion issued by the Comptroller and Auditor General in November 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 securing economy, efficiency 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

undertook such work as we considered necessary to be satisfied that the Authority 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 the Authority in accordance with
the requirements of the Local Audit and Accountability Act 2014 and the Code of Audit Practice.
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Agenda Iltem 6

Stefan Garner TOmUOI'Th

Executive Director Finance

Borough Council

My Refer : FAWP145
Your Ref : JG

Grant Thornton UK LLP
The Colmore Building
Colmore Plaza
Birmingham

B4 6AT

26™ July 2018

Dear Sirs

Tamworth Borough Council

Financial Statements for the year ended 31°' March 2018

This representation letter is provided in connection with the audit of the financial
statements of Tamworth Borough Council for the year ended 31 March 2018 for the
purpose of expressing an opinion as to whether the Council financial statements are
presented fairly, in all material respects in accordance with International Financial
Reporting Standards and the CIPFA/LASAAC Code of Practice on Local Authority
Accounting in the United Kingdom 2017/18 and applicable law.

We confirm that to the best of our knowledge and belief having made such inquiries as we
considered necessary for the purpose of appropriately informing ourselves:

Financial Statements

We have fulfilled our responsibilities for the preparation of the Council’s financial
statements in accordance with International Financial Reporting Standards and the
CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United
Kingdom 2017/18 ("the Code"); in particular the financial statements are fairly
presented in accordance therewith.

We have complied with the requirements of all statutory directions affecting the
Council and these matters have been appropriately reflected and disclosed in the
financial statements.

The Council has complied with all aspects of contractual agreements that could
have a material effect on the financial statements in the event of non-compliance.
There has been no non-compliance with requirements of any regulatory authorities
that could have a material effect on the financial statements in the event of non-
compliance.
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vi.

Vil.

viii.

Xi.

Xii.

Xiii.

We acknowledge our responsibility for the design, implementation and maintenance
of internal control to prevent and detect fraud.

Significant assumptions used by us in making accounting estimates, including those
measured at fair value, are reasonable.

Except as disclosed in the financial statements:

a. there are no unrecorded liabilities, actual or contingent

b. none of the assets of the Council has been assigned, pledged or mortgaged

c. there are no material prior year charges or credits, nor exceptional or non-
recurring items requiring separate disclosure.

We confirm that we are satisfied that the actuarial assumptions underlying the
valuation of pension scheme assets and liabilities for IAS19 Employee Benefits
disclosures are consistent with our knowledge. We confirm that all settlements and
curtailments have been identified and properly accounted for. We also confirm that
all significant post-employment benefits have been identified and properly
accounted for.

Related party relationships and transactions have been appropriately accounted for
and disclosed in accordance with the requirements of International Financial
Reporting Standards and the Code.

All events subsequent to the date of the financial statements and for which
International Financial Reporting Standards and the Code require adjustment or
disclosure have been adjusted or disclosed.

We have considered the adjusted misstatements, and misclassification and
disclosures changes schedules included in your Audit Findings Report. The Councll
financial statements have been amended for these misstatements,
misclassifications and disclosure changes and are free of material misstatements,
including omissions.

Actual or possible litigation and claims have been accounted for and disclosed in
accordance with the requirements of International Financial Reporting Standards.

We have no plans or intentions that may materially alter the carrying value or
classification of assets and liabilities reflected in the financial statements.

We believe that the Council’s financial statements should be prepared on a going
concern basis on the grounds that current and future sources of funding or support
will be more than adequate for the Council’s needs. We believe that no further
disclosures relating to the Council's ability to continue as a going concern need to
be made in the financial statements.
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Information Provided

Xiv.

XV.

XVi.

XVil.

XViil.

XiX.

XX.

XXi.

XXii.

We have provided you with:

a. access to all information of which we are aware that is relevant to the
preparation of the Council financial statements such as records, documentation
and other matters;

b. additional information that you have requested from us for the purpose of your
audit; and

C. unrestricted access to persons within the Council from whom you determined it
necessary to obtain audit evidence.

We have communicated to you all deficiencies in internal control of which
management is aware.

All transactions have been recorded in the accounting records and are reflected in
the financial statements.

We have disclosed to you the results of our assessment of the risk that the financial
statements may be materially misstated as a result of fraud.

We have disclosed to you all information in relation to fraud or suspected fraud that
we are aware of and that affects the Council and involves:

a. Management;
b. employees who have significant roles in internal control; or
c. others where the fraud could have a material effect on the financial statements.

We have disclosed to you all information in relation to allegations of fraud, or
suspected fraud, affecting the financial statements communicated by employees,
former employees, analysts, regulators or others.

We have disclosed to you all known instances of non-compliance or suspected non-
compliance with laws and regulations whose effects should be considered when
preparing financial statements.

We have disclosed to you the identity of the Council's related parties and all the
related party relationships and transactions of which we are aware.

We have disclosed to you all known actual or possible litigation and claims whose
effects should be considered when preparing the financial statements.

Annual Governance Statement

XXiil.

We are satisfied that the Annual Governance Statement (AGS) fairly reflects the
Council's risk assurance and governance framework and we confirm that we are not
aware of any significant risks that are not disclosed within the AGS.
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Narrative Report
xxiv.  The disclosures within the Narrative Report fairly reflect our understanding of the
Council's financial and operating performance over the period covered by the
Council financial statements.

Approval

The approval of this letter of representation was minuted by the Council’s Audit &
Governance Committee at its meeting on 26™ July 2018.

Signed on behalf of the Council

Stefan Garner
Executive Director Finance & Section 151 Officer

Councillor Martin Summers
Chair of the Audit & Governance Committee

26™ July 2018
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Agenda Item 7

AUDIT & GOVERNANCE COMMITTEE
26™ July 2018
REPORT OF THE EXECUTIVE DIRECTOR FINANCE
ANNUAL STATEMENT OF ACCOUNTS & REPORT 2017/18
EXEMPT INFORMATION
None
PURPOSE

To approve the Statement of Accounts (the Statement) for the financial year ended
31° March 2018 following completion of the external audit.

RECOMMENDATION
That Members approve the Annual Statement of Accounts 2017/18
EXECUTIVE SUMMARY

Current legislation, detailed in Accounts and Audit (England) Regulations 2015,
requires the Council to prepare a Draft Statement of Accounts by 31%' May
(approved by the Council’s Chief Finance Officer - previously the Executive
Director Corporate Services), a Committee of the Council to approve the
Statement by 31%' July and for the Council to publish the Statement together with
the Auditors’ opinion by 31° July.

The deadlines for the 2017/18 accounts are earlier than in previous years and as
such the Finance team planned to bring forward the comE)Ietion date for the
Statutory Accounts — with a target completion date of 25" May. The final draft
accounts as signed by the Executive Director Corporate Services, were issued to
the External Auditor, the Members of this Committee and published on the
Council’s website on 30™ May 2018 following a period of quality assurance and
due diligence checks — ahead of the target deadline of 31°' May.

As part of the annual audit process for 2017/18, the Council’s external auditors,
Grant Thornton, have prepared their Audit Findings Report (to be considered
separately on this agenda) for consideration prior to issue of their opinion,
conclusion & certificate.

It has previously been reported to Members that as a result of the need to close
the accounts earlier (and sometimes rely on estimates in doing so) it is more likely
that there will be changes required to the draft accounts before they are finalised.

Following identification as part of the audit, a number of amendments to the Draft

(as published on the website and circulated to the Audit & Governance Committee
on 30" May 2018) have been discussed & agreed with Grant Thornton.
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The agreed changes have been actioned within the Final Statement of Accounts
for 2017/18 as attached at Appendix 1. It is important to note that these
adjustments relate mainly to presentational or disclosure issues and do not have
any impact on the reported outturn position and net balances of the General Fund,
Housing Revenue Account or Collection Fund.

Regulations require the Chair of the Audit & Governance Committee meeting to
sign and date the Statement of Accounts with the intention that the Chair’s
signature formally represents the completion of the Council’s approval process of
the accounts.

RESOURCE IMPLICATIONS

For 2017/18, a revenue budget underspend for the General Fund of £1.8m is
reported with an increase in General Fund closing balances of £0.3m. It should be
noted that the Medium Term Financial Strategy, approved in February 2018,
identified estimated budgeted General Fund balances of £6.6m (at 1° April 2018)
compared to the actual closing balances of £6.9m - additional balances of £0.3m.
There has been no change from the Provisional Outturn / Draft Statement of
Accounts.

The main variances for the year include:

e Additional development control income of £102k;

e Joint Waste arrangement underspends of c.£157k;

e Increased levy payment of £324k — offset by returned levy income of £196k
and increased section 31 grants of £399k;

e areturn of £248Kk in unspent reserves and provisions to balances.

The Housing Revenue Account reports an underspend of £0.8m with an increase
in Housing Revenue Account closing balances of £0.5m. For the HRA balances of
£6.8m were forecast at 1% April 2018 at or around the actual closing balances of
£6.8m. There has been no change from the Provisional Outturn / Draft Statement
of Accounts.

The main variances for the year include higher rent levels (£104k) due to a robust
collection performance by the income team (which also means the provision for
bad debts arising from welfare benefit reform is forecast to be underspent by £64k
- while awaiting the full impact of Universal Credit to be rolled out) together with an
underspend on repairs of £1.1m (offset by creation of transformation and repairs
reserves totalling £799k).

The outturn for the 2017/18 capital programme identifies an underspend of £28.5m
against the approved budget of £37.7m (actual spend £9.2m - no change since
Provisional Outturn / Draft Statement of Accounts).

However, it has been requested that £27.3m of scheme spend be re-profiled into

2018/19. This will result in an overall underspend of £1.2m for the 2018/19 capital
programme.
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LEGAL / RISK IMPLICATIONS

Current legislation, detailed in Accounts and Audit (England) Regulations 2015,
requires a Committee of the Council to approve the Statement by 31 May 2018
and for the Council to publish the Statement together with the Auditors’ opinion by
31% July 2018.

CONCLUSIONS

Following consideration of the External Auditors Audit Findings Report and the
approval of the Annual Statement of Accounts, the Chair’'s signature formally
represents the successful completion of the Council’s approval process of the
accounts for 2017/18.

REPORT AUTHOR

Stefan Garner, Executive Director Finance

LIST OF BACKGROUND PAPERS

Capital Outturn Report 2017/18 - Cabinet, 14" June 2018

Performance Healthcheck (including Provisional Outturn Report 2017/18) -
Cabinet, 5™ July 2018

Page 33



This page is intentionally left blank



-
j -
m
ke;

Borough Council




Page 36



STATEMENT OF ACCOUNTS

2017/18
Contents

The Narrative Report
The Statement of Responsibilities

The Core Financial Statements

Comprehensive Income and Expenditure Statement
Movement in Reserves Statement

Balance Sheet

Cash Flow Statement

Notes to the Core Financial Statements

Approval of Accounts

The Supplementary Financial Statements

Housing Revenue Account (HRA) — Income and Expenditure
Statement

Statement of Movement on Housing Revenue Account Balance
Notes to the Housing Revenue Account

Collection Fund — Income and Expenditure Statement

Notes to the Collection Fund

Annual Governance Statement

Glossary

Appendix to the Comprehensive Income and Expenditure
Statement

Independent Auditor's Report to the Members of Tamworth
Borough Council

Page 37

Page
Number

2

19

20
22
25
27
28

114

115

116
117
122
124
127
144

150

152



THE NARRATIVE REPORT

The aim of this Narrative Report is to provide a context to the accounts by
presenting a clear and simple summary of the Authority’s financial position and
performance for the year and its prospects for future years.

The statement of accounts presents the financial position and performance of
the Authority for the year ended 31% March 2018. This narrative report describes
the nature and purpose of each of the statements which follow and highlights the
most significant matters which are contained within the accounts and the major
influences affecting the Authority’s income, expenditure and cash flows.

THE FINANCIAL STATEMENTS

The Annual Statement of Accounts for the year ended 31% March 2018 has been
prepared in accordance with the guidelines contained within the latest Code of
Practice on Local Authority Accounting in the United Kingdom for 2017/18.

The Code is based on International Financial Reporting Standards (IFRS), and
has been developed by the CIPFA/Local Authority (Scotland) Accounts Advisory
Committee (LASAAC) Code Board overseen by the Financial Reporting Advisory
Board.

The Authority's accounts for 2017/18 are set out on pages 20 to 126 and consist
of the following:

Core Financial Statements:

= Comprehensive Income and Expenditure Account (CIES): shows the
accounting cost in the year of providing services in accordance with
generally accepted accounting practices, rather than the amount to be
funded from taxation. Authorities raise taxation to cover expenditure in
accordance with regulations; this may be different from the accounting cost.
The net effect to the Council taxpayer is shown in the Movement in Reserves
Statement. There have been changes to the content of the CIES this year
and a prior period adjustment has been applied in order to comply with the
Code.

A surplus of £15.7m is reported for 2017/18 (£29.5m surplus 2016/17). This
is mainly explained by a £13.5m gain (on Revaluation of Property, Plant and
Equipment Assets).

It also included a re-measurement of the Net Defined Benefit Liability relating
to the pension fund which resulted in a surplus of £2.1m (a deficit of £0.8m
was reported in 2016/17) resulting mainly from financial assumption
changes.
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Movement in Reserves Statement: shows the movement in the year 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 reserves.

The Movement in Reserves Statement shows a net General Fund surplus of
£0.3m for the year. This equates to a variance of £1.8m compared to the
planned transfer from balances in the original budget at the start of the year
of £1.5m and has resulted in General Fund Balances of £6.9m (£6.6m —
2016/17). Earmarked General Fund Reserves have increased by £0.2m to
£5.9m resulting in total General Fund Reserves of £12.8m (£12.3m -
2016/17) and reflect the risks and uncertainties facing the Authority over the
medium term.

Balance Sheet: shows the value as at the Balance Sheet date of the assets
and liabilities recognised by the Authority. The net assets of the Authority
(assets less liabilities) are £184.4m (£168.7m 2016/17) which are matched
by the reserves held by the Authority.

Key items are:

Long Term Assets

The Authority holds property, plant and equipment assets of £193.5m
(E181.7m 2016/17) — mainly due to Council dwellings of £171.8m (£160.5m
2016/17).

Working Capital

Net working capital has increased to £57.8m (£47.8m 2016/17) mainly due
to the receipt of £8.2m during 2017/18 under the deferred payment
arrangement relating to the income from the sale of the former Golf Course.
Provisions, Usable Reserves and Balances

The working balances as at 31 March 2018 are £59.0m (£47.7m 2016/17)

and comprise provisions, earmarked reserves, revenue balances and the
unused element of capital receipts.

31st March 2017 Provisions, Usable Reserves and Balances 31st March 2018
£000 £000

1,905 Provisions 1,545

20,238 Earmarked Reserves 21,460

12,941 Revenue Balances 13,742

12,657 Unused Capital Receipts & Grants 22,301

47,741 Total Working Balances 59,048

Page 39




Working balances of £37.8m (£27.6m 2016/17) relate to capital (including
the Capital Reserve of £12.0m). Deferred capital expenditure of £27.3m
from 2017/18 and previous years carried forward to 2018/19 will be financed
from these balances (£12.3m 2016/17).

Borrowing Facilities

The Authority borrows funds where necessary to meet both long term capital
expenditure commitments and short-term cash flow demands. Funds are
borrowed from the Government (Public Works Loan Board - PWLB) and
from the commercial money market (banks, building societies and other
lenders). The Authority’s debt at 31° March 2018 was £63.1m (£63.1m
2016/17) and was all borrowed from the PWLB.

Pensions

The pension fund deficit has reduced in the year to £41.9m (£43.5m
2016/17) and is required to be shown on the Balance Sheet of the Authority.

Overall, the financial assumptions are relatively similar to 31% March 2017
and fund returns over the year have been broadly in line with the 2017
accounting expected return assumption. As a result of these two factors,
there has not been a large swing in the 2018 levels of assets and
obligations. Obligations have increased by £1.3m since 2016/17 and assets
levels have improved since 2016/17 by £2.9m — mainly as a result of an
advance pension contribution of £1.8m.

It should be noted that there has been no impact on the net cost to the
taxpayer arising from this - other than as part of the planned increase in
annual contributions (an ongoing annual contribution of 16.5% p.a. plus an
increasing lump sum element) arising from the formal valuation on 31%
March 2016 (following the triennial review).

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.
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Supplementary Statements:

Housing Revenue Account: reflects the statutory requirement to maintain
a separate account for Council Housing.

The overall revenue financial position relating to Council Housing as given
on page 115 shows an increase in HRA balances for the year of £0.5m
(E1.6m —2016/17).

This equates to an underspend of £0.8m when compared to the approved
budget for the year. This has resulted in an increase in balances from £6.3m
to £6.8m to be carried forward to 2018/19. Earmarked HRA Reserves have
increased by £0.1m (£0.6m — 2016/17) to £12.1m resulting in total HRA
Reserves of £18.9m (£18.3m — 2016/17).

The Collection Fund: shows the Council Tax income collected on behalf of
Staffordshire County Council, the Office of the Police and Crime
Commissioner (OPCC), the Stoke on Trent and Staffordshire Fire and
Rescue Authority and this Authority's General Fund.

The fund also includes Non Domestic rates income under the Business
Rates Retention Scheme.

The Collection Fund, subject to collection of outstanding arrears, achieved
the following:

e Council Tax — surplus of £1.5m (£1.4m — 2016/17, the Authority’s
share is 11%), of which £0.8m (£0.8m — 2016/17) will be distributed
to preceptors during 2018/19;

e NNDR - surplus of £0.7m (£0.8m surplus in 2016/17) of which the
Authority’s share is 40% net of any applicable Levy of 50%.

The surplus relating to the NNDR collection fund includes a reduced provision
of £3.8m (£4.7m - 2016/17) with £1.5m being the Authority’s share (£1.9m -
2016/17) for appeals outstanding on the 315 March 2018 of £109.4m (£88.5m
- 2016/17).

This will mean that the forecast surplus will be £0.3m (share for this Authority)
for 2017/18 compared to a projected deficit of £0.2m included within the
2018/19 budget.

These accounting statements are supported by appropriate notes to the
accounts and the General Accounting Policies. For 2017/18, the notes to
support the primary statements include the relevant accounting policies as
well as further detail regarding individual transactions.
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CHANGES TO THE ACCOUNTS 2017/18

An updated Code of Practice, applicable for 2017/18 was issued by CIPFA in
March 2017.

Changes reflected in the 2017/18 updated Code do, on the whole, have to be
incorporated into the Authority’s accounts but do not necessarily impact on the
Authority’s accounting policies. This is because the changes are principally
around additional or changed disclosure notes, points of clarification and
additional guidance etc.

The key accounting changes applicable to the Authority in the 2017/18 edition
of the Code include:

a) a restructure of chapter one (Introduction) to separately present the
requirements of each of the administrations across the UK for that
chapter;

b) amendment to section 3.1 (Narrative Reporting) to introduce key
reporting principles for the Narrative Report;

C) updates to section 3.4 (Presentation of Financial Statements) to
clarify the reporting requirements for accounting policies and going
concern reporting;

d) following the amendments in the Update to the 2016/17 Code,
changes to section 3.5 (Housing Revenue Account) to reflect the
Housing Revenue Account (Accounting Practices) Directions 2016
disclosure requirements for English authorities;

e) following the amendments in the Update to the 2016/17 Code,
changes to sections 4.2 (Lease and Lease Type Arrangements), 4.3
(Service Concession Arrangements: Local Authority as Grantor),
7.4 (Financial Instruments - Disclosure and Presentation
Requirements);

There are other significant upcoming changes to the Code in future years
which include the provision for IFRS 9 which replaces IAS 39 Financial
Instruments: recognition and measurement and IFRS 15 Revenue from
Contracts with Customers. These do not apply until 2018/19 nevertheless the
changes will inevitably involve considerable advance planning and
preparatory work in the lead up to implementation and the 2017/18 Code
contains additional appendices containing the provisions for the introduction
of these accounting standards.
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FINANCIAL OUTLOOK

The budget setting process has faced significant constraints in Government
funding in recent years - over 50% in real terms since 2010. The 4 year Local
Government Finance Settlement confirmed that austerity measures are to
continue with Revenue Support Grant (RSG) all but eradicated for most
Authorities by 2020 — and suggests that the key challenges that the Authority
is currently addressing are likely to become greater.

The Authority has adopted a route-map designed to position the Authority so it
could be Perfectly Placed to take advantage of every opportunity it either
created or identified.

“From Surviving To Thriving” set out a number of opportunities based upon
the principle that by focusing upon the growth of the economy, both the
“people” and the “place” would benefit. The Authority remains committed to
promoting and stimulating economic growth and regeneration; meeting our
housing needs; creating a vibrant town centre economy and protecting those
most vulnerable in our communities. To this end, we pledge to explore and
invest in viable and sustainable methods of generating income and moving
towards financial independence.

The Authority also continues to be faced with significant financial demands
from Central Government following new legislation in areas such as
Homelessness, Data Protection (the new General Data Protection
Regulations - GDPR), planning and transparency — as well as substantial
reductions in Government grant support.

The key risks are:

e Impact of uncertain economic conditions, following the decision to
leave the EU — there is a higher level of uncertainty than in previous
years;

o Achievement of the anticipated growth in business rates income — in
line with the assumed baseline and tariff levels set;

e Uncertainty remains over the work progressing with regard to business
rates retention (and the associated impact on the Authority’s business
rates income and associated baseline and tariff levels) — it has recently
been announced that Authorities will be able to retain 75% of business
rates collected from 2020/21 rather than 100% as previously planned.
In addition, the Government are also consulting on a review of the
distribution methodology, the ‘Fair Funding Review’ as well as the
planned Business Rates Reset (when a proportion of the growth in
business rates achieved since 2013/14 will be redistributed) - both of
which will also take effect from 2020/21. There is a high risk that this
will have a significant effect on the Authority’s funding level from
2020/21;
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Delivery of the planned Commercial Investment Strategy actions and
associated improved investment returns of 4% p.a. arising from the
investment of £24m from the capital receipt due to be received over the
period 2016 — 2018 from the sale of the former golf course (to support
the Medium Term Financial Strategy (MTFS) in the long term);

Achievement of anticipated growth in new homes within the Borough
and the associated dependency on the New Homes Bonus income to
address / reduce the funding shortfall for the General Fund; and

Challenge to continue to achieve high collection rates for council tax,
business rates and housing rents — in light of further austerity,
economic conditions and uncertainty.

Work is continuing on a number of actions to address the financial position in
future years:

Delivering Quality Services project — the demand management
approach to shift demand to more efficient methods of service delivery
— online and automation (Interactive Voice Response). A savings target
of £100k p.a. has already been included within the MTFS together with
reduced Customer Relationship Management (CRM) costs of £62k p.a.
from 2019/20;

Recruitment freeze — where possible, temporary 12 month
appointments are now only being made; there is a robust challenge /
re-justification process in place for all vacant posts with a requirement
to investigate alternative options including restructuring to fill vacancies
/ looking at what we can stop doing;

Spend freeze — Managers have previously been required to restrict /
limit spending to essential spend only (there was a £1.6m underspend
in 2016/17 — although the majority was windfall income, c. £0.57m was
lower level underspend). Savings of over £150k p.a. have been
identified;

Alternative investment options arising from the Commercial Investment
Strategy (as well as the Treasury Management Investment Strategy,
including any prudential borrowing opportunities) to generate improved
returns of c. 5% p.a. (plus asset growth) including:

o Set up of trading company to develop new income streams;

o Local investment options — Lower Gungate / Solway Close
development including the potential to drawdown funding from
the Local Growth Fund / Local Enterprise Partnerships (GBS
and Staffordshire); and

o Investments in a Diversified Property Fund.
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e Review of reserves / creation of fund for transformation costs (if
needed); and

e Targeted Savings — to identify potential areas for review in future years.

Council, on 27" February 2018, approved a 3 year MTFS for the General
Fund with a Council Tax increase within the Government referendum limits —
in order to continue to deliver those services essential to the Local
Community. Challenging savings targets have been included which need to
be achieved over the next 3 years. However, in the longer term, the Authority
faces on-going grant reductions and income uncertainties which mean that
substantial additional savings and additional income will need to be made into
the future to deliver a balanced budget in the longer term.

With regard to the Housing Revenue Account, a 5 year MTFS was approved
by Council, despite significant funding reductions over the 4 years from
2016/17, given the Government requirement for Authorities to reduce social
housing rents by 1% per annum, including significant investment in
Regeneration projects to meet future housing needs and sustain the HRA in
the longer term. Following HRA self financing, the majority of the capital
funding is made through revenue contributions.

The accomplishment of a balanced 3 Year MTFS for the General Fund is a
major achievement as the Authority, like others, has planned to deliver its
budget process in light of unprecedented adverse economic conditions with a
great deal of uncertainty over future investment and income levels such as car
parking, land charges and corporate property rents.

Interim Management Arrangements

During the year, the post of Chief Executive became vacant and interim
management arrangements were put in place with the separate appointment
of a Chief Operating Officer and Head of Paid Service.

The Authority has commenced the first phase of the Senior Management
Review. This has meant that the most senior managers in the organisation
have been offered the option to explore voluntary redundancy in order to
reduce the number of senior managers in order to meet planned budget
savings and contribute towards meeting the future budget deficit.
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FINANCIAL PERFORMANCE

General Fund

The main components of the General Fund approved budget and how these
compare with actual income and expenditure are set out below.

General Fund Actual Approved Variance
Budget
£000 £000 £000
(Surplus) or Deficit for the Year 7,839 9,623 (1,784)

The net expenditure of the Authority was £7.8m, representing an underspend
of £1.8m. Major differences between the budget and the outturn are as
follows:-

Variance between Budget & Actual Outturn £000 £000

Increased / Non-Budgeted Income*

Development Control - Planning Applications Fee

income (102)
Corporate Finance - unspent reserves and provisions (248)
Business Rates - Returned Levy income (196)
Business Rates - Section 31 grant income (399)
Corporate Finance - unspent contingencies (50)
External Interest receivable (71) (1,066)

Non-Budgeted Expenditure / Overspends

Contribution to Transformation Reserve 226
Business Rates Levy 324 550

Savings / Underspends

External Interest Payable (net of HRA item 8 DR) (60)

Joint Waste Arrangement (157) (217)
Other Variances - Net (Underspends) / Overspends (1,051)
Total (Favourable) / Unfavourable Variance (1,784)

It should be noted that the significant underspends were outside of the
Authority’s control and could not have been projected when the 2017/18
budgets were set in February 2017. The outturn figures include significant
windfall items highlighted in the table above (*).
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Council Housing

A summary of the Housing Revenue Account for 2017/18, compared with the
approved budget (including decisions made by Members during the financial
year) is shown below:-

Housing Revenue Account Actual Approved Variance
Budget
£000 £000 £000
(Surplus) or Deficit for the Year (471) 360 (831)

The net income of the HRA was £0.5m, representing an underspend of
£0.8m. Major differences between the budget and the outturn are as follows:-

Variance between Budget & Actual Outturn £000 £000

Increased / Non-Budgeted Income
Council House Rent income (104)
Non-Budgeted Expenditure / Overspends

Council Tax payments relating to Regeneration projects 46
Transfers to Earmarked Reserves (Transformation / Repairs) 799 845

Savings / Underspends

Housing Repairs (1,068)

Unspent Contingency Budget (100)

Unspent reserves and provisions (84)

Provision for Bad Debts (budget reflects welfare reforms still

being rolled out) (64)

External Interest Payable (item 8 DR) (99) (1,415)
Other Variances - Net (Underspends) / Overspends (157)
Total (Favourable) / Unfavourable Variance (831)
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Capital Expenditure

During 2017/18 the Authority spent £9.3m on capital expenditure (£8.9m in
2016/17). A breakdown by category and sources of finance is shown as Note
34 to the Core Financial Statements on page 89.

The majority of expenditure is related to improvement, enhancement or
ongoing construction works. Fixed asset acquisitions in the year include
construction of 19 dwellings as part of the Housing Regeneration Project, 5
other acquisitions and the purchase of IT Equipment (software and hardware).

A total of £27.3m spending originally planned for 2017/18, or earlier, has been
deferred to 2018/19 (£12.3m in the previous year). Included within this
deferred expenditure:

Deferred Capital Expenditure £000 £000

Housing Capital Programme

Regeneration of Housing Estates 12,966
Acquisitions of dwellings 1,461
Enhancement works on HRA dwellings 3,771 18,198

General Fund Services

Investment in Property Funds 6,000

Assembly Rooms Development 1140

Mercian Trail 748

Agile Working Phase 2 124

Various works to public open spaces 67

Disabled Facilities Grants 31

Contingency - Return on Investments 160

Contingency - Private Sector Improvement Grants 130

Contingency - Refurbishment of Marmion House reception 100

Contingency — Plant and Equipment 100

Other Capital Schemes 506 9,106
Total 27,304

During the year, the Authority disposed of land and property with capital
receipts totalling £10.6m, of which:

e £2.6m related to the disposal of 45 Council Dwellings through Right to
Buy sales; and

e the third instalment of £8.2m (including £0.2m interest due to the deferred
payment arrangement) relating to the sale of the Golf Course was also
received.
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NON-FINANCIAL PERFORMANCE
The Authority’s Corporate Plan for the years 2017 to 2020 was approved by Cabinet on 16" March 2017.
The plan set our direction and priorities for the next 3 years. While progress against the thematic priorities adopted by the Authority has been
considerable, the outcome from the review of evidence clearly indicated that these priorities are still at the forefront of our plans and ambitions
for ‘people’, ‘place’ and ‘organisation’. As a result, the three thematic priorities again formed the basis of the Authority’s strategic framework and
specific ambitions. It is these specific ambitions that serve to place the thematic priorities into context by setting out the Authority’s expectations
for the plan period.

Living a quality life in Tamworth

and

Growing stronger together in Tamworth

by

61 obed

Delivering quality services in Tamworth

‘From Surviving To Thriving’ set out a number of opportunities based upon the principle that by focusing upon the growth of the economy, both
the ‘people’ and the ‘place’ would benefit. The Authority remains committed to promoting and stimulating economic growth and regeneration;
meeting our housing needs; creating a vibrant town centre economy and protecting those most vulnerable in our communities. To this end, we
pledge to explore and invest in viable and sustainable methods of generating income and moving towards financial independence.

Furthermore, we pride ourselves in the award-winning services provided by the Authority and we will continue to maintain and support the
provision of a safe, attractive and welcoming environment for everyone.

To this end, this plan seeks to set out the route by which we intend to achieve these ambitious outcomes for no other reason than it is what our
‘people’ and our ‘place’ expects of our organisation.
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Further details on the Authority’s Key Performance Indicators for 2017/18 (and previous years) together with our vision and priorities for
Tamworth, our values along with our performance are set out in our Corporate Plan which sets out our plans and priorities for the coming year,
and is available from the Authority’s website:

http://www.tamworth.gov.uk/performance

Shown below, against our objectives, are some of our achievements in 2017/18. All that has been achieved is not included but we have
identified those achievements which we feel will be of most community interest due to their impact and benefits.

HIGH LEVEL CORPORATE PLAN PROJECTS/PROGRAMMES

An overview of the 2017 to 2020 High Level Corporate Plan Projects/Programmes is shown below.

Corporate Priority

1. Living a quality life in Tamworth

g Corporate Project/Programme Status

) Maintain & Manage the environment within Tamworth D

(OJ-| Delivery of the Community Safety Partnership @
Delivery of an effective regulatory service D

Corporate Priority

2. Growing strong together in Tamworth

Corporate Project/Programme Status

Growth & Regeneration in Tamworth

Tinkers Green & Kerria Regeneration

Garage sites redevelopment

A 4h 4 4h 4

New Repairs Contract
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Corporate Project/Programme

Status

Preparation for collection of the Business Improvement District (BID) Levy

Business Rates Retention

Commercial opportunities in business decision making

Heritage, leisure & events

Ovveoe

Corporate Priority

3. Delivering quality services in Tamworth

Corporate Project/Programme

Organisational well-being

Digital Customer Services

Corporate Knowledge Hub

New General Data Protection Regulations

TG obed

Office 365

Enablement of Self-Service

v|v|e|v||v|E

Action Status

Cancelled

® 3

Overdue
Check Progress

In Progress

OVl

Completed
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CORPORATE RISK REGISTER

The Authority’s Corporate risks for 2017/18 are outlined below.

Corporate Risk Register 'Heat Map'

Likelihood

. _— . Date Last . e Current Risk |Current Risk
Risk Description of Risk R Severity Likelihood Rating Status
Loss of Community Cohesion Failure to achieve community cohesion 04-May-2018 3 3 9 &
Safeguarding Children & . . _ _

Vulnerable Adults Failure to safeguard children and vulnerable adults 04-May-2018 3 3 9 Q

Medium Term Financial Planning |Loss of Funding and Financial Stability & application of uncertainties _ _

& Sustainability Strategy of Brexit 04-May-2018 4 2 8 Q

Inability to manage the impact

corporgtely of the Government Inablll'gy to manage the impact qorpqrately o'f the Government 04-May-2018 4 5 8 &

Austerity measures and new Austerity measures and new legislative requirements

legislative requirements

Implementation of response to General Data Protection Regulations (GDPR) coming into effect in

GD%R Legislation P May 2018 resulting in significant change for the organisation, 04-May-2018 4 2 8 Q
9 including substantial penalties for failing to adhere and breaches

Information Management & Failure to secure and manage data and IT infrastructure 04-May-2018 3 2 6 &

Information Technology

Health & Safety Failure to manage Health & Safety 04-May-2018 3 2 6 /N

Reputation Damage to Reputation 04-May-2018 2 2 4 @

Governance & Regulatory Failure Failure to achieve adequate Governance Standards and statutory 04-May-2018 2 > 4 @

responsibilities
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Date Last

Current Risk

Current Risk

community

Risk Description of Risk Reviewed Severity Likelihood Rating Status

Partnership Working and Supply . . . . . . B _

Chain Challenges Failure in partnership working, shared services or supply chain 04-May-2018 2 2 4 @

Emergency & Crisis Response F_allur_e to manage an external or internal emergency/disaster 04-May-2018 2 2 4 @

Threats situation

Workforce Planning Challenges Failure to manage workforce planning challenges 04-May-2018 2 2 4 @

Corporate Change Failure to manage corporate change 04-May-2018 2 2 4 @

Taxi Licences Taxi Licensing process not followed, giving rise to licenses being 04-May-2018 4 1 4 &
issued to persons who are not fit and proper

Economic Changes Failure to plan and adapt services to economic changes within the 04-May-2018 3 1 3 @

Risk Status
;ch High Risk
(O
CD‘_\-F Medium Risk
Ot
0\.@ Low Risk
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G abed

Further information about the Statement of Accounts is available from the Executive Director Finance, Tamworth Borough Council,
Marmion House, Lichfield Street, Tamworth, Staffs. B79 7BZ.

Telephone : 01827 709242.
Email: mailto:stefan-garner@tamworth.gov.uk

This is part of the Authority's policy of providing full information about the Authority's affairs. In addition, interested members of the
public have a statutory right to inspect the accounts before the audit is completed. The availability of the accounts for inspection is
advertised in the local press and on the Authority’s website at www.tamworth.gov.uk

The information in this document may be made available in other selected languages. Copies may be made available on
tape, in Braille or large print.
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Statement of Responsibilities

The Authority's Responsibilities

The Authority is required to:

¢ Make arrangements for the proper administration of its financial affairs and
to secure that one of its officers has the responsibility for the administration
of those affairs. In this Authority, that officer is the Executive Director

Finance;

e Manage its affairs to secure economic, efficient and effective use of
resources and safeguard its assets; and

e Approve the Statement of Accounts.

The Executive Director Finances’ Responsibilities

The Executive Director Finance is responsible for the preparation of the
Authority's Statement of Accounts in accordance with proper practices as set
out in the CIPFA/LASAAC Code of Practice on Local Authority Accounting in
the United Kingdom (the Code).

In preparing this Statement of Accounts, the Executive Director Finance has:

e selected suitable accounting policies and then applied them consistently;

¢ made judgements and estimates that were reasonable and prudent;

e complied with the Local Authority Code.

The Executive Director Finance has also:

e kept proper accounting records which were up to date; and

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

This Statement of Accounts gives a true and fair view of the financial position
of Tamworth Borough Council and its expenditure and income for the year
ended 31 March 2018.

Stefan Garner CPFA
Executive Director Finance Dated: 26™ July 2018

This is an electronic copy without an electronic signature. The original was signed as dated
above and a copy can be obtained from the Executive Director Finance.
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Comprehensive Income and Expenditure Statement (CIES)

This statement shows the accounting cost in the year of providing services in
accordance with generally accepted accounting practices, rather than the
amount to be funded from taxation. Authorities raise taxation to cover
expenditure in accordance with regulations; this may be different from the
accounting cost. The taxation position is shown in the Movement in Reserves
Statement.

A breakdown of the individual services contained within the CIES headings
are detailed within the Appendix to the CIES on page 150.
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2016/17 2017/18
Gross Gross Net Comprehensive Income & Expenditure Statement Gross Gross Net
Expenditure Income Expenditure Notes Expenditure Income Expenditure
Restated Restated Restated
£000 £000 £000 £000 £000 £000
212 (38) 174 Chief Executive 151 (33) 118
21,601 (21,149) 452 Executive Director Corporate Services 20,161 (19,845) 316
1,341 (857) 484 Director of Finance 2,030 (879) 1,151
849 (315) 534 Solicitor to the Council 821 (286) 535
Corporate Director Technology and Corporate
1,351 (418) 933 Programmes 1,342 (454) 888
Corporate Director Transformation and Corporate
1,585 (572) 1,013 Performance 1,678 (641) 1,037
2 - 2 Director of Communities, Planning and Partnerships 2 1) 1
10,338 (4,684) 5,654 Director of Growth, Assets and Environment (GF) 11,023 (4,604) 6,419
3,236 (990) 2,246 Director Housing and Health (GF) 3,001 (594) 2,407
201 (252) (51) Director of Growth, Assets and Environment (HRA) 209 (251) (42)
2y 5,794 (1,274) 4,520 Director Housing and Health (HRA) 5,893 (1,375) 4,518
Q) 8,889 (18,738) (9,849) HRA Summary 7,403 (18,405) (11,002)
8 2,547 (66) 2,481 Housing Repairs 2,721 (23) 2,698
n - (14,734) (14,734) Exceptional Iltem - Change in EUV - SH - - -
~ 57,946 (64,087) (6,141) Cost of Services 7 56,435 (47,391) 9,044
65 Other Operating Expenditure 11 (266)
380 Financing and Investment Income and Expenditure 12 806
(9,048) Taxation and Non Specific Grant Income 13 (9,736)
(14,744) (Surplus) or Deficit on Provision of Services 7 (152)
(Surplus) or Deficit on Revaluation of Property, Plant
(15,573) and Equipment Assets 23a (13,467)
790 Re-measurement of the Net Defined Benefit Liability 23c (2,070)
(14,783) Other Comprehensive Income and Expenditure (15,537)
(29,527) Total Comprehensive Income and Expenditure (15,689)
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Movement in Reserves Statement

This statement shows the movement in the year 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 reserves. The (Surplus) or
Deficit on the Provision of Services line shows the true economic cost of
providing the Authority’s services, more details of which are shown in the
Comprehensive Income and Expenditure Statement. These are different from the
statutory amounts required to be charged to the General Fund Balance and the
Housing Revenue Account for Council Tax setting and dwellings rent setting
purposes. The Net (Increase) / Decrease before Transfers to earmarked reserves
line shows the statutory General Fund Balance and Housing Revenue Account
Balance before any discretionary transfers to or from earmarked reserves
undertaken by the Authority.

The reserve movements for 2016/17 and 2017/18 are shown on the following
pages.
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Movement in Reserves Statement
2016/17

Balance as at 1st April 2016
Movement in Reserves during 2016/17

Surp&?s or (Deficit) on the Provision of Services
Othé%omprehensive Income and Expenditure

TotaMZomprehensive Income and
Expenditure

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

Net (Increase) / Decrease before transfers to
Earmarked Reserves

Transfers to / (from) Earmarked Reserves (Note
10)

Increase / (Decrease) in 2016/17

Balance as at 31st March 2017

() § g q>) &) 8 N 8
2 3 o 3 5 4 5 = 3 g Q >
T - s § & | g & &B| 3 ¢ | B
© [ < )] c © -
] o e g S Y D m s 0 o Q
@ 4 = 3 g T 0 T < 5 ¢ 2 @
° o 83 g < 0 = nX " o o) -
c = T c S 04 2 =T 2 ) @ e
T o 58 > T < 8 So = S 2 o
L X 8 5 9 5 @ s o5 8 [ s <
B 8 - o o 2 T o xz O 3 3 5
o = o £ ® 2 8 o i T c =
§ & © | § £ & |z g $|§ 5|3
= & o 3] = 2
£000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000
6,680 5,960 12,640 4,724 11,363 16,087 5,232 1,383 48 | 35,390 103,808 | 139,198
(518) - (518) | 15,262 - 15262 ; ; - | 14,744 S| 14,744
- - - - - - - - - - 14783 | 14,783
(518) - (518) 15,262 - 15,262 - - - | 14,744 14,783 29,527
248 - 248 | (13,061) - (13,061) | 7,377 1,138 - | (4,298) 4,298 -
(270) - (270) 2,201 - 2,201 7,377 1,138 - | 10,446 19,081 29,527
178 (235) 7)) | (572) 629 57 - - - - - -
(92)  (235) @327) | 1,629 629 2258 | 7,377 1,138 - | 10,446 19,081 | 29527
6,588 5,725 12,313 6,353 11,992 18,345 12,609 2,521 48 | 45,836 122,889 | 168,725
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Movement in Reserves Statement
2017/18

Balagée as at 1st April 2017

Mow%]ent in Reserves during 2017/18
@D

Surp% or (Deficit) on the Provision of Services
Other Comprehensive Income and Expenditure

Total Comprehensive Income and
Expenditure

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

Net (Increase) / Decrease before transfers to
Earmarked Reserves

Transfers to / (from) Earmarked Reserves (Note
10)

Increase / (Decrease) in 2017/18

Balance as at 31st March 2018

[]
4] = "
o = o o ° 0
9 @ S o 2 ) CIE.) > = g 3 c
= S = Q @ Q n o o Z o o
© Z Q (7} 1S} 5} Q >
I o «Q < 0 = X o @ o o 9
I I [4p] c n ) (O]
@ 3 T e T 0 T < ) ¢ 2 @
5 o s 2 < B 5 n X " @x g >
? O — > T < Q @ () = Qo <@ o
o v, T 3 - o 3 S 8 © s <
@ g g < g = r a2 O 3 S 5
o £ 3] «2’ T s E o < I 2 =
@ 8 © o £ 2 = T = ° ) 8
o S 3 & 5 = 5 [ o
|_
£000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000
6,588 5,725 12,313 6,353 11,992 18,345 | 12,609 2,521 48 | 45,836 122,889 | 168,725
(1,801) - (1,801) 1,953 - 1,953 - - - 152 - 152
- - - - - - - - - - 15,537 15,537
(1,801) - (1,801) 1,953 - 1,953 - - - 152 15,537 15,689
2,294 - 2,294 | (1,379) - (1,379) | 9,644 956 - | 11,515 (11,515) -
493 - 493 574 - 574 | 9,644 956 - | 11,667 4,022 15,689
(163) 163 - (103) 103 - - - - - - -
330 163 493 471 103 574 | 9,644 956 - | 11,667 4,022 15,689
6,918 5,888 12,806 6,824 12,095 18,919 | 22,253 3,477 48 | 57,503 126,911 | 184,414
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Balance Sheet

The Balance Sheet shows the value as at the Balance Sheet date of the assets
and liabilities recognised by the Authority. The Net Assets of the Authority (assets
less liabilities) are matched by the Reserves held by the Authority. Reserves are
reported in two categories. The first category of reserves are usable reserves, i.e.
those reserves that the authority may use to provide services, subject to the need
to maintain a prudent level of reserves and any statutory limitations on their use
(for example the Capital Receipts Reserve that may only be used to fund capital
expenditure or repay debt). The second category of reserves is those that the
Authority is not able to use to provide services. This category of reserves includes
reserves that hold unrealised gains and losses (for example the Revaluation
Reserve), where amounts would only become available to provide services if the
assets are sold; and reserves that hold timing differences shown in the Movement
in Reserves Statement line ‘Adjustments between accounting basis and funding
basis under regulations’.
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31st March 2017

Balance Sheet

31st March 2018

£000 Notes £000
181,686 Property, Plant & Equipment 14 193,491
2,847 Heritage Assets 15 2,865
22,023 Investment Property 16 22,385
160 Intangible Assets 198
20,785 Long Term Debtors 17 12,787
227,501 Long Term Assets 231,726
43,151 Short Term Investments 17 51,128
21 Inventories 21
10,148 Short Term Debtors 18 11,237
8,123 Cash & Cash Equivalents 19 9,775
61,443 Current Assets 72,161
(923) Cash & Cash Equivalents 19 (1,357)
(311) Short Term Borrowing 17 (311)
(10,501) Short Term Creditors 21 (11,150)
(401) Provisions 22 (692)
(12,136) Current Liabilities (13,510)
(1,504) Provisions 22 (853)
(63,060) Long Term Borrowing 17 (63,060)
(43,479) Other Long Term Liabilities 38 (41,873)
(6) Capital Grants Receipts in Advance 32 (134)
(34) Revenue Grants Receipts in Advance (43)
(108,083) Long Term Liabilities (105,963)
168,725 Net Assets 184,414
45,836 Usable Reserves 57,503
122,889 Unusable Reserves 23 126,911
168,725 Total Reserves 184,414

The audited accounts were approved on 26™ July 2018 by Audit and Governance

Committee.

Stefan Garner CPFA

Executive Director Finance

Dated: 26™ July 2018

This is an electronic copy without an electronic signature. The original was signed as dated above

and a copy can be obtained from the Executive Director Finance.
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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.

2016/17 Cashflow Statement 2017/18
£000 Notes £000
(14,744) | Net (Surplus) or Deficit on the Provision of Services (152)

Adjustments to Net (Surplus) or Deficit on the Provision
2,367 | of Services for non-cash movements (9,298)

Adjustments for items included in the Net (Surplus) or
Deficit on the Provision of Services that are Investing
2,995 | and Financing Activities 3,953

Net cash flows from Operating Activities

(9,382) | (Surplus)/Deficit 24 (5,497)
17,181 | Investing Activities 25 4,379
513 | Financing Activities 26 (100)

Net (increase) or decrease in Cash and Cash
8,312 | Equivalents (1,218)

Cash and Cash Equivalents at the beginning of the
15,512 | reporting period 7,200

7,200 | Cash and & Cash Equivalents at 31st March 2018 19 8,418
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Notes to the Core Financial Statements — Summary

Note 1
Note 2

Note 3
Note 4

Note 5
Note 6
Note 7

Note 8
Note 9

Note 10
Note 11
Note 12
Note 13
Note 14
Note 15
Note 16
Note 17
Note 18
Note 19
Note 20
Note 21
Note 22
Note 23
Note 24
Note 25
Note 26
Note 27
Note 28
Note 29
Note O

Note 31
Note 32
Note 33
Note 34
Note 35
Note 36
Note 37
Note 38
Note 39
Note 40

Note 41

Accounting Policies

Accounting Standards that have been issued but have
not yet been adopted

Critical Judgements in Applying Accounting Policies
Assumptions made about the future & other major
sources of estimation uncertainty

Material Items of Income and Expense

Events after the Balance Sheet date

Expenditure and Funding Analysis and Adjustment
Detall

Expenditure and Income Analysed by Nature
Adjustments between Accounting Basis & Funding
Basis under Regulations

Transfers to / (from) Earmarked Reserves

Other Operating Expenditure

Financing & Investment Income & Expenditure
Taxation & Non-specific Grant Incomes

Property, Plant & Equipment

Heritage Assets

Investment Properties

Financial Instruments

Debtors

Cash & Cash Equivalents

Assets Held for Sale

Creditors

Provisions

Unusable Reserves

Cash Flow Statement - Operating Activities

Cash Flow Statement - Investing Activities

Cash Flow Statement - Financing Activities
Acquired & Discontinued Operations

Trading Operations

Members’ Allowances

Officers’ Remuneration

External Audit Costs

Grant Income

Related Parties

Capital Expenditure & Financing

Leases

Impairment Losses

Termination Benefits

Defined Benefit Pension Schemes

Contingent Liabilities

Nature & Extent of Risks Arising from Financial
Instruments

Prior Period Restatement of Service Expenditure and
Income

Page®sd

Page

29
34

35
36

37
38
39

43
43

48
50
50
50
51
61
63
65
71
71
72
72
73
74
79
80
80
80
81
81
81
84
84
86
89
90
93
94
95
103
105

112



NOTES TO THE ACCOUNTS
Accounting Policies
BASIS FOR PREPARATION

The notes relating to specific financial statement lines include the corresponding
accounting policy. As a result, there is not an overall principal accounting policies
note. However, the general accounting policies where there are not any
accompanying notes are detailed within this note.

i GENERAL PRINCIPLES

The Statement of Accounts summarises the Authority’s transactions for the
2017/18 financial year and its position at the year end of 31® March 2018. The
Accounts and Audit Regulations (England) 2015 require the Authority to prepare
an Annual Statement of Accounts in accordance with proper accounting practices.
These practices primarily comprise the Code of Practice on Local Authority
Accounting in the United Kingdom 2017/18 and the CIPFA Service Reporting
Code of Practice 2017/18 (SeRCOP), 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.

ii. ACCRUALS OF INCOME AND EXPENDITURE

Activity is accounted for in the year that it takes place, not simply when cash
payments are made or received, other than prepayments which are accounted for
on a cash basis. In particular:

a) Revenue from the sale of goods is recognised when the Authority transfers the
significant risks and rewards of ownership to the purchaser and it is probable
that economic benefits or service potential associated with the transaction will
flow to the Authority;

b) Revenue from the provision of services is recognised when the Authority can
measure reliably the percentage of completion of the transaction and it is
probable that economic benefits or service potential associated with the
transaction will flow to the Authority;

c) Supplies are recorded as expenditure when they are consumed — where
considered material, where there is a gap between the date supplies are
received and their consumption, they are carried as Inventories on the Balance
Sheet;

d) 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 relevant financial instrument rather than the cash flows fixed or
determined by the contract;

Page 65



f) 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.

The Authority’s policy is to review all accruals over £1k together with payments
over £5k made in February, March and April to ensure that they are appropriate.
Any accruals below this amount are not considered to be material.

iii. PRIOR PERIOD ADJUSTMENTS, CHANGES IN ACCOUNTING
POLICIES_AND ESTIMATES AND ERRORS

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

Changes in accounting policies are only made when required by proper
accounting practices or the change provides more reliable or relevant information
about the effect of transactions, other events and conditions on the Authority’s
financial position or financial performance.

Where a change is made, it is applied retrospectively (unless stated otherwise) by
adjusting opening balances and comparative amounts for the prior period as if the
new policy had always been applied.

iv. CHARGES TO REVENUE FOR NON CURRENT ASSETS

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

a) depreciation attributable to the assets used by the relevant service;

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

c) amortisation of intangible fixed assets attributable to the service.

The Authority is not required to raise Council Tax to fund depreciation, revaluation
and impairment losses or amortisations. However, it is required to make an annual
contribution from revenue towards the reduction in its overall borrowing
requirement, equal to an amount calculated on a prudent basis determined by the
Authority in accordance with statutory guidance.

Depreciation, revaluation and impairment losses and amortisations are therefore

replaced in the General Fund Balance, by way of an adjusting transaction with the
Capital Adjustment Account in the Movement in Reserves Statement.
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V. FOREIGN CURRENCY TRANSLATION

Where the Authority has entered into a transaction denominated in a foreign
currency, the transaction is converted into sterling at the exchange rate applicable
on the date the transaction was effective. Where amounts in foreign currency are
outstanding at the year end, they are reconverted at the spot exchange rate at 31
March 2018. Resulting gains or losses are recognised in the Financing and
Investment Income and Expenditure line in the Comprehensive Income and
Expenditure Statement. Within the accounts, this relates only to deposits from
Glitnir Bank held in escrow in Iceland on our behalf.

Vi. INTANGIBLE ASSETS

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

vii.  JOINTLY CONTROLLED OPERATIONS AND ASSETS

A joint arrangement is an arrangement of which two or more parties have joint
control where the parties are bound by an arrangement and the arrangement gives
two or more of those parties joint control of the arrangement.

A joint arrangement is either:

e Ajoint venture; or
e Ajoint operation.

Joint operations are activities undertaken by the Authority in conjunction with other
venturers that involve the use of the assets and resources of the venturers rather
than the establishment of a separate entity. The Authority recognises on its
Balance Sheet the assets that it controls and the liabilities that it incurs and debits
and credits the Comprehensive Income and Expenditure Statement with the
expenditure its incurs and the share of income it earns from the activity of the
operation.

Jointly controlled assets are items of Property, Plant and Equipment that are jointly
controlled by the Authority and other venturers, with the assets being used to
obtain benefits for the venturers. The joint venture does not involve the
establishment of a separate entity.

The Authority accounts for only its share of the jointly controlled assets, the
liabilities and expenses that it incurs on its own behalf or jointly with others in
respect of its interest in the joint venture and income that it earns from the venture.

The Authority has a Joint Waste Management arrangement with Lichfield District
Council which does not fulfil the definition of a joint venture or a joint operation —
detailed at Note 33f).

viii. VAT

VAT payable is included as an expense only to the extent that it is not recoverable
from Her Majesty’s Revenue and Customs. VAT receivable is excluded from
income.
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iX. ACCOUNTING FOR COUNCIL TAX AND NATIONAL NON DOMESTIC
RATES

The Authority, as a billing authority, acts as the agent of its major preceptors
(Staffordshire County Council, Office of the Police and Crime Commissioner
(OPCC) Staffordshire and the Stoke on Trent and Staffordshire Fire and Rescue
Authority).

The collection of National Non Domestic Rates (NNDR) is carried out by the
Authority as an agent activity on behalf of its major preceptors (the Ministry for
Housing, Communities and Local Government (MHCLG), Staffordshire County
Council and Stoke on Trent and Staffordshire Fire and Rescue Authority) and
should be accounted for accordingly. It means that the Authority does not
recognise NNDR debtors in its’ Balance Sheet but instead recognises a creditor or
debtor for the net balance due to or from the preceptors.

Under the accounting requirements, for both the billing authority and major
preceptors, 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 shall be taken to the Collection Fund Adjustment
Account and included as a reconciling item in the Movement in Reserves
Statement.

For the majority of transactions the Authority undertakes, it is acting entirely on its
own behalf and completely owns any risks and rewards of the transaction. This is
known as the Authority acting as a Principal.

However there are some situations whereby the Authority is acting as an Agent,
where the Authority is acting as an intermediary for all or part of a transaction or
service. The two main instances where this occurs are in relation to Council Tax
and Business Rates.

The implication of this is that any Balance Sheet transactions at the year end, in
relation to these Agent relationships, are split between the principal parties and,
therefore, the balances contained on the Balance Sheet for a particular debt are
the Authority’s own proportion of the debt and associated balances. The
proportions of transactions that relate to the other parties to the relationship are
shown as debtors or creditors due from / to these parties.

X. FAIR VALUE MEASUREMENT

The Authority measures some of its assets and liabilities at fair value at the end of
the reporting period. Fair value is the price that would be received to sell an asset
or paid to transfer a liability at the measurement date. The fair value measurement
assumes that the transaction to sell the asset or transfer the liability takes place
either:

a) in the principal market for the asset or liability, or

b) in the absence of a principal market, in the most advantageous market for the
asset or liability.
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The Authority uses internal and external valuers to provide a valuation of its assets
and liabilities in line with the highest and best use definition within the accounting
standard. The highest and best use of the asset or liability being valued is
considered from the perspective of a market participant.

Inputs to the valuation techniques in respect of the Authority’s fair value
measurement of its assets and liabilities are categorised within the fair value
hierarchy as follows:

Level 1 — quoted prices (unadjusted) in active markets for identical assets or
liabilities that the authority can access at the measurement date.

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

Level 3 — unobservable inputs for the asset or liability.
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Accounting Standards That Have Been Issued but Have Not
Yet Been Adopted

The Code of Practice on Local Authority Accounting in the UK (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.

At the balance sheet date the following new standards and amendments to
existing standards have been published but not yet adopted by the Code of
Practice of Local Authority Accounting in the United Kingdom:

 IFRS 9 Financial Instruments, which introduces extensive changes to the
classification and measurement of financial assets, and a new “expected credit
loss” model for impairing financial assets. The impact will be to reclassify assets
currently classified as loans and receivables, and available for sale to amortised
cost and fair value through other comprehensive income respectively based on the
contractual cashflows and business model for holding the assets. There are not
expected to be any changes in the measurement of financial assets.

The changes introduced by the standard will have a timing and budgetary impact
on local authorities, depending on the individual circumstances of each authority —
for this Authority a material impact is not expected.

* IFRS 15 Revenue from Contracts with Customers presents new requirements for
the recognition of revenue, based on a control-based revenue recognition model.
The Council does not have any material revenue streams within the scope of the
new standard.

* IAS 7 Statement of Cash Flows (Disclosure Initiative) will potentially require
some additional analysis of Cash Flows from Financing Activities (disclosed at
Note 26) in future years. If the standard had applied in 2017/18 there would be no
additional disclosure because the Council does not have activities which would
require additional disclosure.

* IAS 12 Income Taxes (Recognition of Deferred tax Assets for Unrealised Losses)
applies to deferred tax assets related to debt instruments measured at fair value.

* IFRS 16 Leases will require local authorities that are lessees to recognise most

leases on their balance sheets as right-of-use assets with corresponding lease
liabilities (there is recognition for low-value and short-term leases).
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3. Critical Judgements in Applying Accounting Policies

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

e There is a high degree of uncertainty about future levels of funding for local
government and the impact of the decision to leave the European Union remains
unclear. However, the Authority has determined that this uncertainty is not yet
sufficient to provide an indication that the assets of the Authority might be impaired
as a result of a need to close facilities and reduce levels of service provision;

e The level and timing of recovery of Icelandic Deposits — as detailed in Note 40e)
on page 110.

e The Authority has a Joint Waste Management arrangement with Lichfield District
Council (LDC) as the host Authority responsible for management of the
arrangement including the refuse fleet.

In February 2016 the LDC procured a new waste fleet using a contract hire
arrangement that has been evaluated under IAS 17 as a finance lease. The value
of assets procured and the finance lease obligation was £2,240,000.

We have applied the tests contained within the Code and IFRS 11 and it is our
conclusion that the arrangement does not meet the definition of a joint venture or
joint operation as:

a) IFRS 11 requires a legally binding contract to be in place and the joint waste
service does not contain a formal, legally binding arrangement;

b) the decision-making arrangements do not, in our view, meet the requirement for
joint control;

c) LDC, as the host Authority, hold a number of key responsibilities and elements
of decision-making, including legal liability in respect of the lease of the waste
fleet and other assets.

The Authority therefore only includes within its accounts the payments it makes to
LDC in respect of the service and its own assets which are used for the provision
of the service. Payments to LDC are based on an agreed percentage of the total
net cost of providing the service, based on the number of properties in each area,
currently 42.2% for the Authority.
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Assumptions Made About the Future & Other Major
Sources of Estimation Uncertainty

The Statement of Accounts contains estimated figures that are based on
assumptions made by the Authority about the future or that are otherwise
uncertain. Estimates are made taking into account historical experience, current

trends and other relevant factors. However,

because balances cannot be

determined with certainty, actual results could be materially different from the
assumptions and estimates.

The items in the Authority’s Balance Sheet at 31% March 2018 for which there is
a significant risk of material adjustment in the forthcoming financial year are as

follows:
Item Uncertainties Effect if Actual Results Differ
from Assumptions
Pensions Estimation of the net liability to | Adjustment to the level of liability

pay pensions depends on a
number of complex judgements
relating to the discount rate used,
the rate at which salaries are
projected to increase, changes in
retirement ages, mortality rates
and expected returns on pension
fund assets.

A firm of consulting actuaries is
engaged to provide the Authority
with expert advice about the
assumptions to be applied.

on the Balance Sheet. During the
year the overall liability reduced
from £43.5m to £41.9m (following
an increase from £40.6m to
£43.5m in 2016/17) — see Note 38
on page 95.

Variations in the key assumptions
will have the following impact on
the net liability:

A 0.5% decrease in the real
discount rate will increase the net
pension liability by £12.1m (10%);
A 0.5% increase in the assumed
level of salary increases will
increase the net pension liability
by £1.6m (1%); and

A 0.5% increase in the assumed
level of pension increases will
increase the net pension liability
by £10.3m (8%).

Business Rates
Retention

The Local Government Finance
Act 2012 introduced a Business
Rates Retention Scheme that
enabled local authorities to retain
a proportion of the Business Rates
generated in their area. The new
arrangements for the Business
Rates came into effect on 1% April
2013. Billing authorities acting as
agents on behalf of the major
preceptors (10%), Central
Government (50%) and
themselves (40%) are required to
make provisions for refunding
ratepayers who have successfully
appealed against the rateable
value of their properties on the
rating List.

The Authority has included a
provision of £1.5m (the overall
provision in the Business Rates
Collection Fund is £3.8m and the
Authority’s share of the Local
Business Rates Retention scheme
is 40%) for appeals outstanding
on the 31st March 2018 of
£109.4m. Local businesses can
appeal against the Rateable Value
on the 2010 Rating list under
limited circumstances and can
also appeal against the Rateable
Value on the 2017 Rating List.
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Item

Uncertainties

Effect if Actual Results Differ
from Assumptions

The 2017 Rating List is subject to
a fresh approach to appeals
known as "Check, Challenge &
Appeal” (CCA) which means that
before an appeal is made the
Rateable Value may be amended
upon negotiation between the
Valuation Office and the ratepayer
(or their agents). This process will
inevitably lead to a delay in
appeals being made.

It is difficult to estimate the
likelihood of businesses both
submitting and being successful
with an appeal in the future and
the Authority has therefore made
no provision in the accounts.

Property, Plant
and Equipment

Assets are depreciated over
useful lives that are dependent on
assumptions about the level of
repairs and maintenance that will
be incurred in relation to individual
assets. The current economic
climate makes it uncertain that the
Authority will be able to sustain its
current spending on repairs and
maintenance, bringing into doubt
the useful lives assigned to
assets.

If the useful life of assets is
reduced, depreciation increases
and the carrying amount of the
assets falls. It is estimated that the
annual depreciation charge for
Council dwellings would increase
by c.£55k for every year that
useful lives had to be reduced.

This list does not include assets and liabilities that are carried at fair value
based on a recently observed market price.

Material Items of Income and Expense

When items of income and 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 accounts, depending on how
significant the items are to an understanding of the Authority’s financial
performance.

This note identifies material items of income and expense. For the purposes of this
note the Authority considers material items to be those greater than £1.3m.

During 2015/16 the former Golf Course at Eagle drive was sold to Redrow Homes.
The income from the sale will be received over 3 years and generate a Capital
receipt of £24.6m and interest of £0.6m. The deferred payment arrangement,
generated a receipt of £8.2m in 2017/18 (£1.0m in 2015/16 and £8.0m in
2016/17), leaving the remaining £8.0m due in 2018/19.
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Events after the Balance Sheet Date

Events after the Balance Sheet date are those events, both favourable and
unfavourable, that occur between the end of the reporting period (30" May 2018)
and the date when the Statement of Accounts is authorised for issue (26" July
2018). Two types of events can be identified:

a) 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;

b) 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.

The Statement of Accounts was authorised for issue by the Executive Director
Corporate Services on 30" May 2018. Events taking place after this date are not
reflected in the financial statements or notes. Where events taking place before
this date provided information about conditions existing at 31%' March 2018, the
figures in the financial statements and notes have been adjusted in all material
respects to reflect the impact of this information.
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Expenditure and Funding Analysis and Adjustment Detail

This statement 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.
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Restated

2016/17 Expenditure Funding Analysis 2017/18
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7a) Adjustments for Capital Purposes

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.

7b) 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.

Financing and investment income and expenditure — the net interest on the
defined benefit liability is charged to the CIES.

7c) Other Differences

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

Financing and investment income and expenditure the other differences
column recognises adjustments to the General Fund for the timing differences for
premiums and discounts.

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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8. Expenditure and Income Analysed by Nature

2016/17 Expenditure and Income Analysed by Nature 2017/18
£000 £000
Expenditure
11,821 | Employee Benefits Expenses 12,111
39,489 | Other Services Expense 37,237
8,343 | Depreciation, Amortisation and Impairment 8,069
1,645 | Retirement Benefits 2,283
695 | REFCUS 641
597 | Payments to Housing Capital Receipts Pool 422
62,590 | Total Expenditure 60,763
Income
(14,734) | Exceptional Item - Change in EUV - SH -
(532) | Gain on Disposal of Assets (688)
(30,899) | Fees, Charges and Other Service Income (29,503)
(1,533) | Interest and Investment Income (1,464)
(6,553) | Income from Council Tax, NNDR and District Rates Income (7,430)
(23,083) | Government Grants and Contributions (21,830)
(77,334) | Total Income (60,915)
(14,744) | (Surplus) / Deficit on Provision of Services (152)

9. Adjustments between Accounting Basis & Funding Basis
under Regulations

This note details the adjustments that are made to the total comprehensive
income and expenditure recognised by the Authority in the year in accordance
with proper accounting practice to the resources that are specified by statutory
provisions as being available to the Authority to meet future capital and revenue
expenditure.
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Adjustments between Accounting Basis and
Funding Basis under Regulations

2017/18

Adjustments primarily involving the Capital
Adjustment Account:

Reversal of items debited or credited to the
Comprehensive Income and Expenditure Statement:
Charges for depreciation and impairment of Non-Current
Assets;

Revaluation losses on Property, Plant and Equipment;
Movements in the market value of Investment Properties;
Amortisation of Intangible Assets;

Capital Grants and Contributions Applied;

Revenue Expenditure Funded from Capital Under
Statute (REFCUS);

Amounts on Non Current Assets written off on disposal
or sale as part of the gain/loss on disposal to the
Comprehensive Income and Expenditure Statement.

Insertion of items not debited or credited to the
Comprehensive Income and Expenditure Statement:

Statutory provision for the financing of capital investment
- Minimum Revenue Provision;

Capital expenditure charged against the General Fund
and HRA balances.

Adjustments primarily involving the Capital Receipts
Reserve:

Transfer of cash sale proceeds credited as part of the
gain/ loss on disposal to the Comprehensive Income and
Expenditure Statement;

Use of the Capital Receipts Reserve to finance new
capital expenditure;

Contribution from the Capital Receipts Reserve towards
administrative costs of Non-Current Asset disposals;

Contribution from the Capital Receipts Reserve to
finance the payments to the Government Capital
Receipts Pool;

Transfer from Deferred Capital Receipts Reserve upon
receipt of cash.

Adjustments primarily involving the Major Repairs
Reserve:

Reversal of Major Repairs Allowance credited to the
HRA,

Use of the Major Repairs Reserve to finance new capital
expenditure.
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Adjustments between Accounting Basis and
Funding Basis under Regulations

Adjustments primarily involving the Pensions
Reserve:

Reversal of items relating to retirement benefits debited
or credited to the Comprehensive Income & Expenditure
Statement (see Note 38);

Employer's pensions contribution and direct payments to
pensioners payable in the year.

Adjustment primarily involving the Collection Fund
Adjustment Account:

Amount by which Council Tax and Non Domestic Rating
Income credited to the Comprehensive Income and
Expenditure Statement is different from Council Tax and
Non Domestic Rating Income calculated for the year in
accordance with statutory requirements.

Adjustment primarily involving the Accumulated
Absences Account:

Amount by which officer remuneration charged to the
Comprehensive Income and Expenditure Statement on
an accruals basis is different from remuneration
chargeable in the year in accordance with statutory
reguirements.

Total Adjustments 2017/18
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Adjustments between Accounting
Basis and Funding Basis under
Regulations

Restated

2016/17

Adjustments primarily involving the Capital
Adjustment Account:

Reversal of items debited or credited to the
Comprehensive Income and Expenditure
Statement:

Charges for depreciation and impairment of
Non Current Assets;

Revaluation losses on Property, Plant and
Equipment;

Movements in the market value of Investment
Properties;

Amortisation of Intangible Assets;

Capital Grants and Contributions Applied;

Revenue Expenditure Funded from Capital
Under Statute (REFCUS);

Amounts on Non Current Assets written off on
disposal or sale as part of the gain/loss on
disposal to the Comprehensive Income and
Expenditure Statement.

Insertion of items not debited or credited to
the Comprehensive Income and
Expenditure Statement:

Statutory provision for the financing of capital
investment - Minimum Revenue Provision;

Capital expenditure charged against the
General Fund and HRA balances.

Adjustments primarily involving the Capital
Receipts Reserve:

Transfer of cash sale proceeds credited as
part of the gain/ loss on disposal to the
Comprehensive Income and Expenditure
Statement;

Use of the Capital Receipts Reserve to finance
new capital expenditure;

Contribution from the Capital Receipts
Reserve towards administrative costs of Non
Current Asset disposals;

Contribution from the Capital Receipts

Reserve to finance the payments to the
Government Capital Receipts Pool;

Transfer from Deferred Capital Receipts
Reserve upon receipt of cash.
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Adjustments between Accounting
Basis and Funding Basis under
Regulations

Restated

Adjustment primarily involving the Deferred
Capital Receipts Reserve:

Transfer of deferred sale proceeds credited as
part of the gain/ loss on disposal to the
Comprehensive Income and Expenditure
Statement;

Adjustments primarily involving the Major
Repairs Reserve:

Reversal of Major Repairs Allowance credited
to the HRA;

Use of the Major Repairs Reserve to finance
new capital expenditure.

Adjustments primarily involving the
Pensions Reserve:

Reversal of items relating to retirement
benefits debited or credited to the
Comprehensive Income and Expenditure
Statement (see Note 38);

Employer's pensions contribution and direct
payments to pensioners payable in the year.

Adjustment primarily involving the
Collection Fund Adjustment Account:
Amount by which Council Tax and Non
Domestic Rating Income credited to the
Comprehensive Income and Expenditure
Statement is different from Council Tax and
Non Domestic Rating Income calculated for
the year in accordance with statutory
requirements.

Adjustment primarily involving the
Accumulated Absences Account:

Amount by which officer remuneration charged
to the Comprehensive Income and
Expenditure Statement on an accruals basis is
different from remuneration chargeable in the
year in accordance with statutory
requirements.

Total Adjustments 2016/17

Usable Reserves

General Fund
Balance

Housing Revenue
Account
Capital Receipts
Reserve

Major Repairs
Reserve

Unusable
Reserves

£000 £000 £000 £000 £000
- - (7,922) - 7,922
- 4,511 - (4,511) -
. - - 3,373 (3,373)
(2,642) (819) - - 3,461
1,400 416 - - (1,816)
1,027 - - - (1,027)
(20) (10) - - 30
(248) 13,061 (7,377) (1,138) (4,298)
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10.

Transfers to / (from) Earmarked Reserves

The Authority sets aside specific amounts as reserves for future policy purposes or
to cover contingencies. Reserves are created by appropriating amounts out of the
General Fund or Housing Revenue Account in the Movement in Reserves
Statement.

When expenditure to be financed from a reserve is incurred, it is charged to the
appropriate service in that year to score against the (Surplus) or Deficit on the
Provision of Services in the Comprehensive Income and Expenditure Statement.
The reserve is then appropriated back into the General Fund or Housing Revenue
Account in the Movement in Reserves Statement so that there is no net charge
against Council Tax or housing rent for the expenditure.

Certain reserves are kept to manage the accounting processes for Non Current
Assets, financial instruments, retirement and employee benefits and do not
represent usable resources for the Authority.

This note sets out the amounts set aside from the General Fund and HRA
Balances in Earmarked Reserves to provide financing for future expenditure plans
and the amounts posted back from Earmarked Reserves to meet General Fund

and HRA Expenditure in 2017/18.

Transfers to / Balance at | Transfers Transfers | Balance at | Transfers Transfers | Balance at
(from) Earmarked 1st April Out In 31st March Out In 31st March
Reserves 2016 2016/17 2016/17 2017 2017/18 2017/18 2018

£000 £000 £000 £000 £000 £000 £000
General Fund:
Future Capital
Expenditure 1,201 (274) 27 954 (530) 708 1,132
Temporary
Reserves 363 (370) 146 139 (155) 166 150
Retained Funds 2,429 (982) 1,035 2,482 (878) 689 2,293
Commuted Sums 1,119 (5) 219 1,333 (225) 110 1,218
Other Reserves 848 (1,172) 1,141 817 (298) 576 1,095
Total 5,960 (2,803) 2,568 5,725 (2,086) 2,249 5,888
HRA:
Future Capital
Expenditure 11,000 (2,207) 2,704 11,497 (3,561) 2,924 10,860
Temporary
Reserves - - 84 84 (84) 586 586
Retained Funds 363 (23) 71 411 - 16 427
Other Reserves - - - - - 222 222
Total 11,363 (2,230) 2,859 11,992 (3,645) 3,748 12,095

Future Capital Expenditure: The Authority maintains a Capital Reserve under
the provisions of the Local Government (Miscellaneous Provisions) Act 1976. It is
Authority policy to make advances from this fund to various services.

Temporary Reserves: These have been established by the transfer of funds from
revenue in order to finance specific identified schemes or potential needs.
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Retained Funds: These have been established in order to finance recurring
irregular expenditure for a specific purpose.

Commuted Sums: These are monies deposited by contractors to finance future
maintenance expenditure incurred as a result of the various developments.

Other Reserves: The largest of these is the Building Repairs Fund that is held for
the maintenance of Municipal buildings, including commercial properties.
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11.

12.

13.

Other Operating Expenditure

2016/17 Other Operating Expenditure 2017/18
£000 £000
597 Payments to the Government Housing Capital Receipts Pool 422
(532) (Gains) / losses on the disposal of Non Current Assets (688)
65 Total (266)
Financing & Investment Income & Expenditure
2016/17 Financing and Investment Income and Expenditure 2017/18
Restated
£000 £000
2,877 Interest payable and similar charges 2,677
Pension interest costs and expected return on pensions
1,432 assets 1,121
(690) Interest receivable and similar income (621)
(842) Finance Lease Income (842)
(Income) and expenditure in relation to investment properties
(2,137) and changes in their fair value (1,665)
(260) Investment impairment 136
380 Total 806
Taxation & Non Specific Grant Income
2016/17
Restated Taxation and Non Specific Grant Incomes 2017/18
£000 £000
(3,456) Council Tax income (3,604)
(13,736) Non Domestic Rates (13,543)
10,640 Non Domestic Rates - Tariff 9,718
612 Non Domestic Rates - Levy to GBSLEP 1,168
(2,234) Non ringfenced government grants (2,202)
(874) Capital grants and contributions (1,273)
(9,048) Total (9,736)

A detailed breakdown of the grants, contributions and donations credited to the
Comprehensive Income and Expenditure Statement in 2017/18 is shown in Note
32 on page 84.
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14.

Property, Plant & Equipment

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

a) Recognition

Expenditure on the acquisition, creation or enhancement of Property, Plant and
Equipment is capitalised on an accruals basis, subject to a de minimus level of
£10k, provided that it is probable that the future economic benefits or service
potential associated with the item will flow to the Authority and the cost of the
item can be measured reliably. Expenditure that maintains but does not add to
an asset’s potential to deliver future economic benefits or service potential (i.e.
repairs and maintenance) is charged as an expense when it is incurred.

b) Measurement

Assets are initially measured at cost, comprising:

I. the purchase price;

ii. 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
management; and

iii. the initial estimate of the costs of dismantling and removing the item and
restoring the site on which it is located.

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

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

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

I. Infrastructure, Community Assets and Assets Under Construction —
historical cost;

ii.  Dwellings — current value, determined using the basis of existing use value
for social housing (EUV-SH); and

iii. all other assets — current value, determined as the amount that would be
paid for the asset in its existing use (Existing Use Value — EUV).



Where there is no market-based evidence of current value because of the
specialised nature of an asset, Depreciated Replacement Cost (DRC) is used as
an estimate of current value. Where non property assets that have short useful
lives or low values (or both), depreciated historical cost basis is used as a proxy
for current value. In the case of the Assembly Rooms and Cemeteries
valuations, there is no active market and so DRC is used.

Assets included 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. The Authority
carries out a rolling programme that ensures that all Property, Plant and
Equipment required to be measured at current value is revalued at least every
five years — including a desktop review of all Council Dwellings where they have
not been subject to a formal revaluation in the year. A review of the valuation of
all significant assets is undertaken annually.

Increases in valuations are matched by credits to the Revaluation Reserve to
recognise unrealised gains. Exceptionally, gains might be credited to the
Comprehensive Income and Expenditure Statement where they arise from the
reversal of a loss previously charged to a service.

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

i. where there is a balance of revaluation gains for the asset in the
Revaluation Reserve, the carrying amount of the asset is written down
firstly against that balance (up to the amount of the accumulated gains);
and then

i. where there is no balance in the Revaluation Reserve or an insufficient
balance, the carrying amount of the asset is written down against the
relevant service lines in the Comprehensive Income and Expenditure
Statement.

The Revaluation Reserve contains revaluation gains recognised since 1° April

2007 only, the date of its formal implementation. Gains arising before that date
have been consolidated into the Capital Adjustment Account.
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¢) Impairment

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

Where the Authority has incurred capital expenditure on Council dwellings this is
included within the Gross Book Value (GBV) and where it is not considered to
add value it is included as impairment. These impairments are subject to write
out annually.

The Authority has an ongoing programme of regeneration including disposal and
redevelopment of garage sites and the redevelopment of housing at Tinkers
Green and Kerria Centre. Where the decision had been made to dispose of a
garage site, the value of the buildings element has been impaired to zero
leaving only a residual land value. Similarly, the value of the dwellings in the
housing redevelopment areas that are no longer available to let have been
impaired to zero leaving only a residual land value.

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

i. where there is a balance of revaluation gains for the asset in the
Revaluation Reserve, the carrying amount of the asset is written down firstly
against that balance (up to the amount of the accumulated gains); and then

ii. where there is no balance in the Revaluation Reserve or an insufficient
balance, the carrying amount of the asset is written down against the
relevant service lines in the Comprehensive Income and Expenditure
Statement.

Where an impairment loss is reversed subsequently, the reversal is credited to
the relevant service lines in the Comprehensive Income and Expenditure
Statement, up to the amount of the original loss, adjusted for depreciation that
would have been charged if the loss had not been recognised.

d) Depreciation

Depreciation is provided for on all Property, Plant and Equipment assets by the
systematic allocation of their depreciable amounts over their useful lives. An
exception is made for assets without a determinable finite useful life (i.e.
freehold land and certain Community Assets) and assets that are not yet
available for use (i.e. Assets Under Construction).

Deprecation is calculated on the following bases:

i Council Housing Stock: on a straight line basis to an appropriate residual
value over the expected useful life of the asset of 50 years.
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Vi.

Vii.

Viii.

Xi.

Other Land and Buildings: on a straight line basis to a nil residual value
over the expected useful life of the asset being a range of 5 years to 70
years.

Historical properties: on a straight line basis to a nil residual value over the
expected useful life of the asset being over 100 years

Vehicles, Plant and Equipment: on a straight line basis to a nil residual
value over the expected useful life of the asset, being between 1 and 20
years.

Infrastructure: on a straight line basis to a nil residual value over the
expected useful life of the asset of 30 years.

Community Assets: on a straight line basis to a nil residual value over the
expected useful life of the asset of 100 years.

Heritage Assets: the Authority considers that the Heritage Assets held will
have indeterminate lives and a high residual value; hence the Authority
does not consider it appropriate to charge depreciation for the assets.

Computer Hardware: is depreciated over a period of 3 years on a straight
line basis to a nil residual value.

Investment Properties and Surplus Assets: no depreciation has been
applied to either the land or building value of Investment Properties or
Surplus Assets.

Intangible Fixed Assets: computer software licences are amortised to
revenue over a period of 3 years.

Furniture and equipment — minor purchases by the Authority are charged
to revenue in the year of acquisition and are not capitalised in the
accounts.

De minimus items of expenditure on computer equipment and software
are capitalised under the concept of ‘Grouped Assets’ where the value of
such items is material. A charge is made for these assets (depreciation for
equipment and amortisation for software), calculated using the straight line
method over a period of three years.

Depreciation, in the form of the capital element of finance leases is charged to
the Comprehensive Income and Expenditure Statement in cases where the
asset was acquired by way of a finance lease.

Where an item of Property, Plant and Equipment has major components whose
cost is significant in relation to the total cost of the item, the components are
depreciated separately — as detailed within the Component Accounting Policy
for Property, Plant and Equipment.
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Revaluation gains are also depreciated, with an amount equal to the difference
between current value depreciation charged on assets and the depreciation that
would have been chargeable based on their historical cost being transferred
each year from the Revaluation Reserve to the Capital Adjustment Account.

e) Disposals and Non Current Assets Held for Sale

When it becomes probable that the carrying amount of an asset will be
recovered principally through a sale transaction rather than through its
continuing use, it is reclassified as an Asset Held for Sale. The asset is revalued
immediately before reclassification and then carried at the lower of this amount
and current value less costs to sell. Where there is a subsequent decrease to
current value less costs to sell, the loss is posted to the Other Operating
Expenditure line in the Comprehensive Income and Expenditure Statement.
Gains in current value are recognised only up to the amount of any previous
losses recognised in the (Surplus) or Deficit on Provision of Services.
Depreciation is not charged on Assets Held for Sale.

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

f) Component Accounting Policy for Property, Plant and Equipment

i. De Minimus Level
The de minimus threshold for the Authority is a current net book value of
£250k. Individual assets with a value less than £250k will be disregarded
for componentisation. This level will be reviewed annually.

ii. Policy for Componentisation
The code requires that each part of an asset should be separately
identified and depreciated where the cost is significant in relation to the

overall cost of the asset.

To be separately identified as a component, an element of an asset must
meet the following criteria:

e have a cost of at least 20% of the cost of the overall asset and
e have a materially different useful life (at least 20% different) and/or

e have a different depreciation method that materially affects the
amount charged
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The componentisation policy will be applied to new capital spend and
new assets with a total cost of over £250k will be considered under the
componentisation policy as follows:

e when an asset is enhanced, the cost of the replacement component
is compared with the cost of the total asset and the result is
measured against the agreed de minimus threshold;

e When an asset is acquired: the cost of any component parts are
compared with the overall cost of the new asset and the results
assessed against the agreed de minimus threshold;

Valuation

The 5 year valuation cycle remains and therefore componentisation
needs to be considered for each asset in the portfolio.

In addition in each financial year, a list of assets that have had capital
expenditure incurred will be passed to the finance team and/or valuers
who can consider componentisation for any properties not already
reviewed.

Impairment

We will continue to complete a desktop Impairment review on an annual
basis.
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£000 £000 £000 £000  £000 £000 £000
Cost or Valuation
At 1st April 2017 166,878 19,021 3,936 378 993 592 | 191,798
Additions 5,528 546 200 - 85 2,128 8,487
Accumulated Depreciation and
Impairment written off to Gross Carrying
Amount; (11,313)  (833) - - - - | (12,146)
Revaluation increases / (decreases)
recognised in the Revaluation Reserve; 12,611 856 - - - - 13,467
Revaluation increases / (decreases)
recognised in the (Surplus) or Deficit on
the Provision of Services; 156 (750) - - - - (594)
Derecognition - Disposals; (3,461) (194) - - - -| (3,655)
Assets reclassified (to) / from Investment
Properties; - 27 - - - - 27
Other movements in cost or valuation. 1,993 (384) - - - (1,609) -
At 31st March 2018 172,392 18,289 4,136 378 1,078 1,111 | 197,384
Accumulated Depreciation &
Impairment
At 1st April 2017 (6,394) (704) (2,797) (214) 3) - | (10,112)
Depreciation Charge; (2,701) (323) (200) (13) - -1 (3,237)
Accumulated Depreciation and
Impairment written off to Gross Carrying
Amount; 11,313 833 - - - - 12,146
Impairment losses / (reversals)
recognised in the Revaluation Reserve; Q) - - - - - (1)
Impairment losses / (reversals)
recognised in the (Surplus) or Deficit on
the Provision of Services; (4,420) - - - - - | (4,420)
Derecognition - disposals. 1,582 147 - - - - 1,729
Assets reclassified (to)/ from Investment
Property - 2 - - - - 2
At 31st March 2018 (621) (45) (2,997) (227) 3) - | (3,893)
Net Book Value
at 31st March 2017 160,484 18,317 1,139 164 990 592 | 181,686
at 31st March 2018 171,771 18,244 1,139 151 1,075 1,111 | 193,491
Nature of Holdings at year end
Owned 171,771 18,244 1,139 151 1,075 1,111 | 193,491
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Cost or Valuation
At 1st April 2016 135,684 18,320 3,653 378 945 150 | 159,130
Additions; 6,428 754 283 - 48 598 8,111
Accumulated Depreciation and
Impairment written off to Gross Carrying
Amount; (5,507) (376) - - - -| (5,883)
Revaluation increases / (decreases)
recognised in the Revaluation Reserve; 15,492 663 - - - -| 16,155
Revaluation increases / (decreases)
recognised in the (Surplus) or Deficit on
the Provision of Services; 16,165 (251) - - - -| 15,914
Derecognition - Disposals; (1,540) (89) - - - - | (1,629)
Other movements in cost or valuation 156 - - - - (156) -
At 31st March 2017 166,878 19,021 3,936 378 993 592 | 191,798
Accumulated Depreciation &
Impairment
At 1st April 2016 (1,316) (811) (2,597) (201) 3) - | (4,928)
Depreciation and Impairment Charge; (4,209) (312) (200) (13) - - | (4,734)
Accumulated Depreciation and
Impairment written off to Gross Carrying
Amount; 5,507 376 - - - - 5,883
Impairment losses / (reversals)
recognised in the Revaluation Reserve; (549) (33) - - - - (582)
Impairment losses / (reversals)
recognised in the (Surplus) or Deficit on
the Provision of Services; (5,839) (4) - - - -| (5,843)
Derecognition — disposals. 12 80 - - - - 92
At 31st March 2017 (6,394)  (704) (2,797) (214) 3) - 1 (10,112)
Net Book Value
at 31st March 2016 134,368 17,509 1,056 177 942 150 | 154,202
at 31st March 2017 160,484 18,317 1,139 164 990 592 | 181,686
Nature of Holdings at year end
Owned 160,484 18,317 1,139 164 990 592 | 181,686
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a) Capital Commitments

At 31 March 2018, the Authority has entered into a number of contracts for the
construction or enhancement of Property, Plant and Equipment in 2017/18 and
future years. The major commitments for schemes valued in excess of £1m are:

2016/17 Capital Contract 2017/18
£000 £000
2,504.3 | Housing Repairs & Investment 2,458.1
1,002.9 | Redevelopment of Garage Sites -

- | Assembly Rooms Development 3,212.1
- | Improvements to High Rise Blocks* 2,054.7
- | Regeneration of Tinkers Green & Kerria 14,849.2
3,507.2 | Total 22,574.1

*Excludes Fire Upgrades to flats

b) Revaluations

The Authority carries out a rolling programme that ensures that all Property,
Plant and Equipment required to be measured at current value is revalued at
least every five years. The effective date of revaluation is 31%' March 2018.
The valuations are carried out by Authority’s Property Surveyor, Mr P Evans
MRICS, IRRV with the valuation of Council Dwellings being undertaken by
Specialist Valuation Services an external valuer. Valuations of land and
buildings were carried out in accordance with the methodologies and bases
for estimation set out in the professional standards of the Royal Institution of
Chartered Surveyors. Valuations of vehicles, plant, furniture and equipment
are carried at historical cost as a proxy for current value.

The Authority carries out a rolling programme that ensures that all Property,
Plant and Equipment required to be measured at current value is revalued at
least every five years — including a desktop review of all Council Dwellings
where they have not been subject to a formal revaluation in the year. A review of
the valuation of all significant assets is undertaken annually.



The following statement shows the progress of the Authority’s rolling programme
for revaluation of Non Current Assets:
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£000 £000 £000 £000 £000 £000 £000
Valued at Historical Cost - - 4,136 378 1,078 1,111 6,703
Valued at Current Value in:
2017/18 171,621 18,244 - - - - 189,865
2016/17 771 - - - - - 771
2014/15* - 45 - - - _ 45
Total 172,392 18,289 4,136 378 1,078 1,111 | 197,384

* Relates to Kerria Community Centre (impaired to land value as part of the

Regeneration Scheme).
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15.

Heritage Assets

Heritage Assets are assets that are held by the Authority because of their
cultural, environmental or historical value. Tangible Heritage Assets include
historical buildings, paintings, sculptures / statues, archives and other works of
art.

The Authority's Museum, Art and Civic Heritage Assets are held in various sites.
The Museum Collection has four main collections, General Collection, Art,
Furniture and Archaeological Collection and Ephemera.

The collections are used for education, learning, research, enjoyment and are
preserved for the use of future generations.

Valuation of Heritage Assets

The Code requires that Heritage Assets are measured at valuation in the
2017/18 financial statements (including the 2016/17 comparative information).
The Authority will recognise in the Balance Sheet each asset shown in the table
which has an identified value.

Heritage Assets are recognised and measured (including the treatment of
revaluation gains and losses) in accordance with the Authority’s accounting
policies on Property, Plant and Equipment. However, some of the measurement
rules are relaxed in relation to Heritage Assets as detailed below.

The accounting policies in relation to Heritage Assets that are deemed to
include elements of intangible Heritage Assets are also presented below.

= General Collection: Tamworth Castle has held collections and maintained
a museum since it was purchased for the Borough in 1897. The collections
are crucial for maximising access to and understanding of Tamworth’s
heritage. These items are reported in the Balance Sheet at insurance
valuation which is based on Market values. Acquisitions, although rare, are
initially recognised at cost.

= Art Collection: The collection consists principally of views of Tamworth by
local artists although some are nationally recognised. The mediums covered
include oil, watercolour, lithographs, mezzotints and prints. These too are
reported in the Balance Sheet at insurance valuation based on Market
values.

= Archaeological Collection and Ephemera: The archaeological collection
consists mainly of finds from various excavations local to Tamworth, usually
as a result of building development around Tamworth Castle site but also in
the town and further afield. These are not recognised on the Balance Sheet
as cost or valuation information is not reliable for items of this type due to
the diverse nature, and lack of comparable market values for the assets
held.
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= Civic Collection and Statues: The Authority’s Civic Collection and Statues
were valued in April 2012 by external valuers. These assets are deemed to
have an indeterminate life with high residual values; hence the Authority
does not consider it appropriate to charge depreciation.

= Tamworth Castle: The castle dates from c1070 but has been updated and
modernised during the interim period. The current value is based on historic
cost but there are regular works to maintain the property.
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£000 £000 £000 £000 £000 £000
Cost or Valuation
At 1st April 2017 97 174 624 233 1,719 2,847
Additions - - - - 18 18
At 31st March 2018 97 174 624 233 1,737 2,865
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£000 £000 £000 £000 £000 £000
Cost or Valuation
At 1st April 2016 97 174 624 233 1,680 2,808
Additions - - - - 39 39
At 31st March 2017 97 174 624 233 1,719 2,847
Heritage Assets Five Year Summary of | .15/, 501415 2015/16 201617 2017/18
Transactions
£000 £000 £000 £000 £000
Cost of Acquisitions of Heritage Assets
Castle Museum 172 54 - 39 18
Total Cost of Purchases 172 54 - 39 18
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16.

Investment Properties

Investment Properties are those that are used solely to earn rentals and/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.

Investment Properties are measured initially at cost and subsequently at fair
value, based on the amount at which the asset could be exchanged between
knowledgeable parties at arm’s length. Properties are not depreciated but are
revalued annually according to market conditions at the year end. 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.

Rentals received in relation to Investment Properties are credited to the
Financing and Investment Income line and result in a gain for the General Fund
Balance. However, revaluation and disposal gains and losses are not permitted
by statutory arrangements to have an impact on the General Fund Balance. The
gains and losses are therefore reversed out of the General Fund Balance in the
Movement in Reserves Statement and posted to the Capital Adjustment
Account and (for any sale proceeds greater than £10k) the Capital Receipts
Reserve.

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

2016/17 Investment Properties 2017/18
Restated
£000 £000
(1,498) Rental income from Investment Property (1,551)
254 Direct operating expenses arising from Investment Property 277
(1,244) Net (Gain) / Loss (1,274)

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



The following table summarises the movement in the fair value of Investment
Properties over the year:

2016/17 Fair Value of Investment Properties 2017/18
£000 £000

21,130 | Balance at 1st April 2017 22,023
Transfers:

- to / from Property, Plant and Equipment (29)
Valuations:

893 Changes in market valuation 396

- | Disposals 7)

- | Other changes 2

22,023 | Balance at 31st March 2018 22,385

Fair Value Hierarchy - All the Authority’s investment properties have been
value assessed as Level 2 on the fair value hierarchy for valuation purposes
(see Note 1 for an explanation of the fair value levels).

Valuation Techniques Used to Determine Level 2 Fair Values for
Investment Property - The fair value of investment property has been
measured using an income approach, by means of discounted cashflow
method, where the expected cash flows from the properties are discounted
(using a market — derived discount rate) to establish the present value of the net
income stream. The approach has been developed using the Authority’s own
data requiring it to factor in assumptions such as the duration and timing of cash
inflows and outflows, rent growth, occupancy levels, bad debt levels,
maintenance costs, etc.

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

Highest and Best Use - In estimating the fair value of the Authority’s
investment properties, the highest and best use is their current use.

Valuation Process for Investment Properties - The Authority’s investment
property has been valued as at 31% March 2018 by Paul Evans, Internal Valuer,
in accordance with the methodologies and bases for estimation set out in the
professional standards of the Royal Institution of Chartered Surveyors.
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17.

Financial Instruments

Financial Liabilities

Financial liabilities are recognised on the Balance Sheet when the Authority
becomes a party to the contractual provisions of a financial instrument and are
initially measured at fair value and are carried at their amortised cost. Financial
liabilities within the accounts consist of long term debt (PWLB) and bank
overdraft carried at amortised cost. Other financial liabilities quoted are
contractual creditors (less than 1 year) carried at contract amount. Annual
charges to the Financing and Investment Income and Expenditure line in the
Comprehensive Income and Expenditure Statement for interest payable are
based on the carrying amount of the liability, multiplied by the effective rate of
interest for the instrument. The effective interest rate is the rate that exactly
discounts estimated future cash payments over the life of the instrument to the
amount at which it was originally recognised.

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

Gains and losses on the repurchase or early settlement of borrowing are
credited and debited to the Financing and Investment Income and Expenditure
line in the Comprehensive Income and Expenditure Statement in the year of
repurchase/ settlement.

However, where any repurchase takes place as part of a restructuring of the
loan portfolio that involves the modification or exchange of existing instruments,
the premium or discount is respectively deducted from or added to the
amortised cost of the new or modified loan and the write down to the
Comprehensive Income and Expenditure Statement is spread over the life of the
loan by an adjustment to the effective interest rate.

Where premiums and discounts have been charged to the Comprehensive
Income and Expenditure Statement, regulations allow the impact on the General
Fund Balance to be spread over future years. The Authority has a policy of
spreading the gain or loss over the term that was remaining on the loan against
which the premium was payable or discount receivable when it was repaid (up
to a maximum of 10 years for the Housing Revenue Account).

The reconciliation of amounts charged to the Comprehensive Income and
Expenditure Statement to the net charge required against the General Fund or
Housing Revenue Account is managed by a transfer to or from the Financial
Instruments Adjustment Account in the Movement in Reserves Statement.
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Financial Assets
Financial assets are classified into two types:

e Loans and Receivables — assets that have fixed or determinable payments
but are not quoted in an active market, these are included within the
accounts at contractual amounts;

e Available for Sale Assets — assets that have a quoted market price and/or
do not have fixed or determinable payments.

Loans and Receivables

Loans and receivables are recognised on the Balance Sheet when the Authority
becomes a party to the contractual provisions of a financial instrument and are
initially measured at fair value. They are subsequently measured at their
amortised cost. Annual credits to the Financing and Investment Income and
Expenditure line in the Comprehensive Income and Expenditure Statement for
interest receivable are based on the carrying amount of the asset multiplied by
the effective rate of interest for the instrument. For most of the loans that the
Authority has made, this means that the amount presented in the Balance Sheet
is the outstanding principal receivable (plus accrued interest) and interest
credited to the Comprehensive Income and Expenditure Statement is the
amount receivable for the year in the loan agreement.

Where assets are identified as impaired because of a likelihood arising from a
past event that payments due under the contract will not be made, the asset is
written down and a charge made to the relevant service (for receivables specific
to that service) or the Financing and Investment Income and Expenditure line in
the Comprehensive Income and Expenditure Statement.

The impairment loss is measured as the difference between the carrying amount
and the present value of the revised future cash flows discounted at the asset’s
original effective interest rate. Any gains and losses that arise on the
derecognition of an asset are credited or debited to the Financing and
Investment Income and Expenditure line in the Comprehensive Income and
Expenditure Statement.

The accounting requirements for impairing investments (such as investments
placed with Icelandic Banks) have been made in line with CIPFA guidance with
the loss included in the (Surplus) or Deficit on the Provision of Services in the
Comprehensive Income and Expenditure Statement in line with advice and
information from the administrators.
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a) Categories of Financial Instruments

The following categories of financial instrument are carried in the Balance

Sheet:

Financial Instruments

Investments
Loans and receivables (Principal amount)
Plus Accrued Interest

Total Investments

Debtors

Loans and receivables

Plus Accrued Interest

Financial assets carried at contract amounts

Total Debtors

Borrowings
Financial liabilities at amortised cost
Plus Accrued Interest

Total Borrowings

Creditors
Financial liabilities at amortised cost

Financial liabilities carried at contract amount

Total Creditors

Long Term Current
31st March 31st March 31st March 31st March
2017 2018 2017 2018
£000 £000 £000 £000
- - 43,092 51,035
- - 59 93
- - 43,151 51,128
- - 8,119 9,770
- - 2 3
20,785 12,787 9,426 9,284
20,785 12,787 17,547 19,057
63,060 63,060 - -
- - 311 311
63,060 63,060 311 311
- - 923 1,357
- - 4,278 5,044
- - 5,201 6,401

The value of debtors and creditors reported in the table are solely those
amounts meeting the definition of a financial instrument. The balances of
debtors and creditors reported in the balance sheet and Notes 18 and 21 also
include balances which do not meet the definition of a financial instrument, such

as tax-based debtors and creditors.
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b) Gains and Losses

The gains and

losses recognised

financial instruments are made up as follows.

in the Comprehensive
Expenditure Statement and Movement in Reserves Statements in relation to

Income and

2016/17 2017/18
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£000 £000 £000 £000 £000 £000 £000 £000
Interest expense 2,877 - -| 2,877 2,677 - - | 2,677
Impairment (Gains) / - (260) - (260) - 136 - 136
losses
Total expense in 2,877 (260) -| 2,617 2,677 136 -| 2,813
(Surplus) or Deficit
on the Provision of
Services
Interest income - (690) (842) | (1,532) - (621) (842) | (1,463)
Total income in - (690) (842) | (1,532) - (621) (842) | (1,463)
(Surplus) or Deficit
on the Provision of
Services
Net Gain / (Loss) for 2,877 (950) (842) 1,085 | 2,677 (485) (842) 1,350
the Year

c) Fair Values of Assets and Liabilities

Financial liabilities, financial assets represented by loans and receivables and
long term debtors and creditors are carried in the Balance Sheet at amortised
cost. Their fair value can be assessed by calculating the present value of the
cash flows that will take place over the remaining term of the instruments
(Level 2 of the fair value hierarchy), using the following assumptions:

e For loans from the PWLB and other loans payable, premature repayment
rates from the PWLB have been applied to provide the fair value under

PWLB debt redemption procedures;

e For loans receivable prevailing benchmark market rates have been used to

provide the fair value;
e No early repayment or impairment is recognised,;
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e 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 principal outstanding or the
billed amount;

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

The fair values calculated are as follows:

31st March 2017 31st March 2018
Financial Liabilities Carrying Fair Carrying Fair
Amount Value Amount Value
£000 £000 £000 £000
PWLB Debt 63,371 89,239 63,371 89,113
Creditors 4,278 4,278 5,044 5,044
Total Financial Liabilities 67,649 93,517 68,415 94,157

The fair value is greater than the carrying amount because the Authority’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 2018) arising from a commitment to pay interest to
lenders above current market rates.

The fair value of Public Works Loan Board (PWLB) loans of £89.1m 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, which has been assumed as the PWLB certainty
interest rates — as the Authority has a continuing ability to borrow at
concessionary rates from the PWLB rather than from the markets. 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 prevailing market rates.

. But, as a supplementary measure of the fair value as a result of its PWLB
commitments, if the Authority were to seek to avoid the projected loss by
repaying the loans to the PWLB, the PWLB would raise a penalty charge, based
on the redemption interest rates, for early redemption for the additional interest
that will not now be paid. The exit price for the PWLB loans including the penalty
charge would be £110.4m.
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31st March 2017 31st March 2018

Loans and Receivables Carrying Fair Carrying Fair
Amount Value Amount Value

£000 £000 £000 £000
Money Market Loans <1 year 43,151 43,163 51,128 51,120
Debtors 9,426 9,426 9,284 9,284
Long Term Debtors 20,785 20,785 12,787 12,787
Total Financial Liabilities 73,362 73,374 73,199 73,191

Where the fair value of the assets is lower than the carrying amount this is
because the Authority’s portfolio of investments includes a number of fixed rate
loans where the interest rate receivable is lower than the rates available for
similar loans at the Balance Sheet date and vice versa. For 2017/18, a notional
future gain (based on economic conditions at 31%' March 2018) attributable to
the commitment to receive interest above current market rates.

For loans receivable prevailing benchmark market rates have been used to
provide the fair value.

The differences are attributable to fixed interest instruments payable being held
by the Authority whose interest rate is higher than the prevailing rate estimated
to be available at 31% March 2018. This increases the fair value of financial
liabilities and the value of loans and receivables.

Available for sale assets and assets and liabilities at fair value through profit or
loss are carried in the Balance Sheet at their fair value. These fair values are
based on public price quotations where there is an active market for the
instrument.

Short term debtors and creditors are carried at cost as this is a fair
approximation of their value.
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18.

19.

Debtors

2016/17 Debtors 2017/18
£000 £000

602 Central Government bodies 1,832
375 Other Local Authorities 348
81 Council Taxpayers 76
2,073 Housing Rents 2,210
2,176 Other entities and individuals 2,193
8,200 Redrow Homes (from sale of former Golf Course) 8,000
39 Business Rates 45
(252) Payment in advance (267)
(3,146) Provision for bad debts (3,200)
10,148 Total 11,237

Cash & Cash Equivalents

Cash is represented by Cash in Hand and deposits with financial institutions
repayable without penalty on notice of not more than 24 hours. Cash
equivalents are investments that mature in 3 months or less from the date of
acquisition and that are readily convertible to known amounts of cash with
insignificant risk of change in value.

In the Cash Flow Statement, Cash and Cash Equivalents are shown net of Bank
Overdrafts that are repayable on demand and form an integral part of the
Authority’s cash management.

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

elements:
2016/17 Cash and Cash Equivalents 2017/18
£000 £000
2 Cash held by the Authority 2
(923) Bank current accounts (1,357)
8,121 Short term deposits with Banks and Building Societies 9,773
7,200 Total Cash and Cash Equivalents 8,418
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20.

21.

Assets Held for Sale

When it becomes probable that the carrying amount of an asset will be
recovered principally through a sale transaction rather than through its
continuing use, it is reclassified as an Asset Held for Sale. The asset is revalued
immediately before reclassification and then carried at the lower of this amount
and fair value less costs to sell. Where there is a subsequent decrease to fair
value less costs to sell, the loss is posted to the Other Operating Expenditure
line in the Comprehensive Income and Expenditure Statement. Gains in fair
value are recognised only up to the amount of any previous losses recognised in
the (Surplus) or Deficit on Provision of Services. Depreciation is not charged on
Assets Held for Sale.

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

There were no assets held for sale at 31 March 2018.

Creditors
2016/17 Creditors 2017/18
£000 £000

439 Central Government bodies 425

1,881 Other Local Authorities 1,711

101 Council Taxpayers 90

488 Housing Rents 513

3,884 Precepting Authorities (Business Rates) 3,565
1,393 Precepting Authorities (Council Tax) 1,418
1,909 Other entities and individuals 2,820

406 Business Rates 608
10,501 Total 11,150
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22.

Provisions
Restated Restated Restated
Short Term Long Term
Land Non Short Non
Municipal Charges Domestic Term Domestic
Mutual Legal Rates Provisions Rates
Provisions Insurance Liability Appeals Total Appeals
£000 £000 £000 £000 £000
2016/17
Balance at 1st April 2016 33 51 393 477 1,335
Additional provisions made
in year - - 313 313 169
Amount used in year (25) (16) (313) (354) -
Unused amounts reversed in
year - (35) - (35) -
Balance at 31st March 2017 8 - 393 401 1,504
2017/18
Additional provisions made
in year - - 651 651 -
Amount used in year (350) (350) -
Unused amounts reversed
in year - - (10) (360) (651)
Balance at 31st March 2018 8 - 684 692 853

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

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

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

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

b)

23.

Municipal Mutual Insurance (MMI)

This provision has been established as a result of the decision to trigger the
‘Scheme of Arrangement’ (SOA) with regard to Municipal Mutual Insurance
(MMI), at a meeting of the Board of Directors on 13" November 2012. Under
this SOA, the Authority is liable to pay a levy up to the value of claims paid since
1993 (£252k) and a provision of £33k was established to cover the potential
additional levy of up to 28%. There is currently a remaining provision of £8k.

Business Rates Appeals

Under Business Rates Retention arrangements, Billing authorities acting as
agents on behalf of the major preceptors (10%), Central Government (50%) and
themselves (40%) are required to make provisions for refunding ratepayers who
have successfully appealed against the rateable value of their properties on the
Rating List. The Authority has included a provision of £1.5m (£1.9m — 2016/17)
(the overall provision in the Business Rates Collection Fund is £3.8m (E4.7m —
2016/17) and the Authority’s share of the Local Business Rates Retention
scheme is 40%) for appeals outstanding on the 31 March 2018 of £109.4m
(E88.5m 2016/17).

Further details regarding the approach to determining the NNDR provision can
be found in Note 39 - Contingent Liabilities as local businesses could still appeal
against the Rateable Value on the 2010 Rating List under limited circumstances
and can also appeal against the Rateable Value on the 2017 Rating List.

Unusable Reserves

31st March 31st March

2017 Unusable Reserves 2018
£000 £000

33,951 | Revaluation Reserve 47,059

103,782 | Capital Adjustment Account 102,952

(43,479) | Pensions Reserve (43,692)

28,420 | Deferred Capital Receipts Reserve 20,403

472 | Collection Fund Adjustment Account 429

(257) | Accumulated Absences Account (240)

122,889 | Total Unusable Reserves 126,911
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a) Revaluation Reserve

The Revaluation Reserve contains the gains made by the Authority arising
from increases in the value of its Property, Plant and Equipment. The
balance is reduced when assets with accumulated gains are:

o  revalued downwards or impaired and the gains are lost;

o used in the provision of services and the gains are consumed through
depreciation; or

o  disposed of and the gains are realised.

The Reserve contains only revaluation gains accumulated since 1 April
2007, the date that the Reserve was created. Accumulated gains arising
before that date are consolidated into the balance on the Capital Adjustment
Account.

2016/17 Revaluation Reserve 2017/18
£000 £000
18,067 | Balance at 1st April 2017 33,951

Surplus or deficit on the revaluation of non-current assets not
15,573 | posted to the (Surplus) or Deficit on the Provision of Services 13,467
311 | Amount written off to the Capital Adjustment Account (359)
33,951 | Balance at 31st March 2018 47,059

b) Capital Adjustment Account

The Capital Adjustment Account absorbs the timing differences arising from the
different arrangements for accounting for the consumption of Non Current
Assets and for financing the acquisition, construction or enhancement of those
assets under statutory provisions. The Account is debited with the cost of
acquisition, construction or enhancement as depreciation, impairment losses
and amortisations are charged to the Comprehensive Income and Expenditure
Statement (with reconciling postings from the Revaluation Reserve to convert
fair value figures to a historical cost basis). The Account is credited with the
amounts set aside by the Authority as finance for the costs of acquisition,
construction and enhancement.

The Account contains accumulated gains and losses on Investment Properties
and gains recognised on donated assets that have yet to be consumed by the
Authority.

The Account also contains revaluation gains accumulated on Property, Plant
and Equipment before 1% April 2007, the date that the Revaluation Reserve was
created to hold such gains.

Note 9 provides details of the source of all the transactions posted to the
Account, apart from those involving the Revaluation Reserve.
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2016/17
£000

Capital Adjustment Account

2017/18
£000

91,201

(10,577)
15,914
(99)

(695)

(1,537)

3,006

(311)

2,695

2,032

3,373

874

58

2,656

8,993

893

Balance at 1st April 2017

Reversal of items relating to capital expenditure debited or
credited to the Comprehensive Income and Expenditure
Statement:
Charges for depreciation and 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 gains / loss on disposal to the Comprehensive
Income and Expenditure Statement;

Adjusting amounts written out of the Revaluation Reserve;

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;

Use of Major Repairs Reserve to finance new capital
expenditure;

Capital grants and contributions credited to the
Comprehensive Income and Expenditure Statement that have
been applied to capital financing;

Statutory provision for the financing of capital investment
charged against the General Fund and HRA balances -
Minimum Revenue Provision;

Capital expenditure charged against the General Fund and
HRA Balances.

Movements in the market value of Investment Properties debited
or credited to the Comprehensive Income and Expenditure
Statement.

103,782

(7,659)
(594)
(76)

(641)

(1,933)

(10,903)

359

(10,544)

562

3,554

1,273

58

3,871

9,318

396

103,782

Balance at 31st March 2018

102,952
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c) Pension 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.

2016/17 Pensions Reserve 2017/18
£000 £000
(41,044) | Balance at 1st April 2017 (43,479)

(790) | Remeasurement of the Net Defined Benefit Liability / (Asset) 2,070
Reversal of items relating to retirement benefits debited or
credited to the (Surplus) or Deficit on the Provision of Services in
(3,461) | the Comprehensive Income and Expenditure Statement (4,329)
Employer's contributions and direct payments to pensioners
1,816 | payable in the year 2,046
(43,479) | Balance at 31st March 2018 (43,692)

The accounts include £1.8m relating to the advance payment of the pension
lump sum for 2018/19 and 2019/20 — following the triennial review in March
2016. This has been accounted for, following technical advice, by reducing the
charge to the Comprehensive Income and Expenditure Account offset in the
Pensions Reserve.

Page 113



d) 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. The majority of the
current balance relates to the accounting arrangements for finance leases

under IFRS.

2016/17 Deferred Capital Receipts Reserve 2017/18
£000 £000
36,366 | Balance at 1st April 2017 28,420

Transfer of deferred sale proceeds credited as part of the gain/loss on
(7,922) | disposal to the Comprehensive Income and Expenditure Statement -
(24) | Transfer to Capital Receipts Reserve upon receipt of cash (8,017)
28,420 | Balance at 31st March 2018 20,403

e) Accumulated Absences Account

The Accumulated Absences Account absorbs the differences that would
otherwise arise on the General Fund Balance from accruing for compensated
absences earned but not taken in the year, e.g. annual leave entitlement
carried forward at 31% March 2018. Statutory arrangements require that the
impact on the General Fund Balance is neutralised by transfers to or from the

Account.
2016/17 Accumulated Absences Account 2017/18
£000 £000
(227) Balance at 1st April 2017 (257)
Settlement or cancellation of accrual made at the end of the
227 | preceding year 257
(257) | Amounts accrued at the end of the current year (240)
Amount by which officer remuneration charged to the
Comprehensive Income and Expenditure Statement on an
accruals basis is different from remuneration chargeable in the
(30) year in accordance with statutory requirements 17
(257) Balance at 31st March 2018 (240)
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24.

Cash Flow Statement — Operating Activities

The cash flows for the operating activities include the following items:

2016/17 Cash Flow Statement - Operating Activities 2017/18
£000 £000
The cash flows for operating activities include the following items
(1,544) Interest received (1,429)
2,907 Interest paid 2,677
1,363 1,248
14,744 | Net Surplus or (Deficit) on the Provision of Services 152
Adjusted for non cash movements
10,577 Depreciation 7,659
(15,914) Impairment and Downward Valuations 594
99 Amortisation 76
1,075 Increase / Decrease in Creditors (124)
(1,055) Increase / Decrease in Debtors (542)
- Increase / Decrease in Inventories 4)
2,114 Movement in Pension Liability 464
Carrying amount of Non Current Assets and Non Current
1,537 Assets Held for Sale, sold or de-recognised 1,932
Other non cash items charged to the Net (Surplus) or Deficit
(800) on the Provision of Services (757)
(2,367) 9,298
Adjusted for items that are Investing or Financing Activities
Proceeds from the sale of Property, Plant and Equipment,
(2,121) Investment Property and Intangible Assets (2,680)
Any other items for which the cash effects are Investing or
(874) Financing Activities cash flows (1,273)
(2,995) (3,953)
9,382 Net Cash Flows from Operating Activities Surplus/(Deficit) 5,497
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25.

26.

27.

Cash Flow Statement — Investing Activities

2016/17 Cash Flow Statement - Investing Activities 2017/18
£000 £000
Purchase of Property, Plant and Equipment; Investment
8,445 Property and Intangible Assets 7,995
19,242 Purchase of Short Term and Long Term Investments 7,942
Proceeds from the sale of Property, Plant and Equipment;
(9,900) Investment Property and Intangible Assets (10,824)
(606) Other receipts from Investing Activities (734)
17,181 Net Cash Flows from Investing Activities 4,379
Cash Flow Statement — Financing Activities
2016/17 Cash Flow Statement - Financing Activities 2017/18
£000 £000
(1,431) Other payments for Financing Activities (6)
(56) Other receipts from Financing Activities (94)
2,000 Repayments of Short Term and Long Term Borrowing -
513 Net Cash Flows from Financing Activities (100)

Acquired & Discontinued Operations

Acquired operations

There were no acquired operations during 2017/18.

Discontinued Operations

The results of discontinued operations are shown as a single amount on the
face of the Comprehensive Income and Expenditure Statement comprising the
profit or loss of discontinued operations and the gain or loss recognised either
on measurement to fair value less costs to sell or on the disposal of the
discontinued operation. A discontinued operation is a unit that has been
disposed of, or is classified as an Asset Held for Sale.

There were no discontinued operations during 2017/18.
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28.

29.

30.

Trading Operations

The Authority has a number of trading operations required to operate in a
commercial environment as follows:

2016/17 2016/17 2016/17 2017/18 2017/18 2017/18
Expenditure | Income (Surplus)/ Trading Expenditure Income (Surplus)/

Deficit Operations Deficit

Restated Restated
£000 £000 £000 £000 £000 £000
5 (11) (6) Markets 6 (10) (4)
(698) (789) (1,487) Industrial Estates (35) (831) (866)
Other Land and

59 (709) (650) Property 77) (722) (799)
(634) (1,509) (2,143) Total (106) (1,563) (1,669)

Trading Operations are incorporated into the Comprehensive Income and
Expenditure Statement.
Members’ Allowances

The Authority paid the following amounts to members of the Authority during the
year.

2016/17 Members Allowances 2017/18
£000 £000
158 Basic Allowance 160
86 Special Responsibility 92
4 Other Allowances/Expenses 4
1 Travel/Mileage 1
249 Total 257

Officers’ Remuneration

Benefits Payable During Employment

Short term employee benefits are those due to be settled within 12 months of
the year end. They include such benefits as wages and salaries, paid annual
leave and paid sick leave and non-monetary benefits (e.g. Healthshield cover)
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 benefits are charged to revenue in the financial year
in which the holiday absence occurs.
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The remuneration paid to the Authority’s Senior Employees is as follows:

Salary, Expenses Pension
Officers Remuneration Year Fees and P Sub-Total . . Total
Allowances Contribution
Allowances
£ £ £ £ £
Chief Executive*1.-2 2017/18 | 67,943 736 68,679 10,160 78,839
2016/17 | 116,857 1,353 118,210 18,480 136,690
Executive Director | 2017/18 | 89,393 1,356 90,749 15,394 106,143
Corporate Services*1
2016/17 | 87,802 1,314 89,116 14,479 103,595
Director of Transformation | ,,716 | 34818 503 35,321 5,745 41,066
& Corporate Change *3
2016/17 | 74,312 1,077 75,389 12,262 87,651
Head of Paid Service *3 | 2017/18 | 46,672 577 47,249 7,701 54,950
2016/17 - - ; : -
Director of Growth, Assets | ;1218 | 40,550 503 41,062 6,692 47,754
& Environment *4
2016/17 | 86,021 1,077 87,098 14,195 101,293
Chief Operating Officer *4 | 2017/18 | 55,017 577 55,594 9,078 64,672
2016/17 - - - : -
322&}1” of Housing & 2017/18 | 83,556 1,356 84.912 13,787 98,699
2016/17 | 82314 1,353 83.667 13,582 97,249
Director of Finance 2017/18 | 75,057 1,356 76,413 12,384 88,797
2016/17 | 74,323 1,353 75,676 12,262 87,938
g‘?f'i'ggfr & Monitoring 2017/18 | 69,561 1,356 70,017 11,333 82,250
2016/17 | 68,049 1,353 69,402 11,221 80,623
Director of Technology & | ,517/15 | g 687 1,080 69,767 11,333 81,100
Corporate Programmes
2016/17 | 68,127 1,077 69,204 11,244 80,448
Head of Landlord 2017/18 | 61,181 1,329 62,510 10,095 72.605
Services
2016/17 | 58,595 1,074 59,669 9,668 69,337
Head of Planning and 2017/18 | 55,199 1,080 56.279 9.107 65,386
Regeneration
Restated | 2016/17 | 52,901 1,077 53,978 8,739 62,717
Housing Strategy 2017/18 | 51,560 1,080 52,640 8,507 61,147
Manager
2016/17 | 46,722 977 47 699 7,709 55,408

*1 Includes Local Returning Officer and Deputy Returning Officer Fees under

Legislation

*2 This post was vacated during the year
*3 Temporary appointment as Head of Paid Service to cover part of the vacant Chief

Executive post

*4 Temporary appointment as Chief Operating Officer to cover part of the vacant Chief

Executive post
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With regard to the reduction in pension contribution levels - following the
triennial review carried out by the Actuary employed by the Pension Fund in
March 2017 - indicative ongoing annual increases in Employer’s contributions
for the 3 years commencing 1% April 2017 have been indicated. This now
includes an ongoing lump sum (with an annual increase) relating to past
liabilities and a set rate for future employer contributions of 16.5% p.a. (This rate
has not changed since 2014/15).

The Authority’s employees receiving more than £50k remuneration for the

year (excluding employer’s pension contributions) were paid the following

amounts:
2017/18 2017/18
2016/17 Number of Number 2017/18
Total Remuneration Band Employees | Employed Total

Number of Left During at 31st Number of
Employees Year March 2018 | Employees
1 £50,000 - £54,999 - 2 2

1 £55,000 - £59,999 - - -

- £60,000 - £64,999 - 1 1

2 £65,000 - £69,999 1 1 2

- £70,000 - £74,999 - 1 1

2 £75,000 - £79,999 - 1 1

1 £80,000 - £84,999 - 2 2

2 £85,000 - £89,999 - - -

- £90,000 - £94,999 - 1 1

- £95,000 - £99,999 - 1 1

1 £115,000 - £119,999 - -

10 Total 1 10 11

The number of exit packages with total cost per band and total cost of
redundancies are set out below:

Number of Departures Total Cost of Exit
Exit Package Cost Band Agreed Packages
2016/17 2017/18 2016/17 2017/18
£000 £000
£0 - £20,000 1 - 13 -
Total 1 - 13 -
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31.

32.

External Audit Costs

The agreed audit fees paid for 2017/18 were £56k (E66k 2016/17) net of a
refund of £7.4k.

2016/17 External Audit Costs 2017/18
£000 £000
Fees payable to Grant Thornton with regard to the external audit
50 X ; . : 42

services carried out by the appointed auditor for the year;
14 | Fees payable to Grant Thornton for the certification of grants 14

and returns for the year;

o | Fees payable in respect of other services provided by Cabinet
Office during the year - National Fraud Initiative.

66 Total 56

The indicative fee for certification of grants and returns for 2017/18 is £14k.
Grant Income

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:

e the Authority will comply with the conditions attached to the payments, and
e the grants or contributions will be received.

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

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

Where capital grants are credited to the Comprehensive Income and
Expenditure Statement, they are reversed out of the General Fund Balance in
the Movement in Reserves Statement. Where the grant has yet to be used to
finance capital expenditure, it is posted to the Capital Grants Unapplied
Reserve. Where it has been applied, it is posted to the Capital Adjustment
Account. Amounts in the Capital Grants Unapplied Reserve are transferred to
the Capital Adjustment Account once they have been applied to fund capital
expenditure.
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The Authority credited the following grants, contributions and donations to the

Comprehensive Income and Expenditure Statement in 2017/18:

2016/17 Grant Income 2017/18
£000 £000
Credited to Taxation and Non Specific Grant Income
1,210 Revenue Support Grant 771
13,736 NNDR 13,543
(10,640) Non Domestic Rates - Tariff (9,718)
(612) Non Domestic Rates - Levy to GBSLEP (1,168)
657 New Homes Bonus 382
- Discretionary Business Rates Relief 107
316 S31 Grant - Small Business Rate Relief 656
51 Other Grants 286
874 Capital Grants and Contributions 1,273
5,592 | Total 6,132

The Authority credited the following grants, contributions and donations to Cost
of Services within the Comprehensive Income and Expenditure Statement in

2017/18:
2016/17 Credited to Services 2017/18
£000 Government Grant £000
362 DWP Admin Grant 330
93 NNDR Cost of Collection 91
19,792 Benefits 18,459
120 Discretionary Housing Payment 159
9 Nature Reserve 4
101 Safer Stronger Communities/Domestic Abuse 102
50 Electoral Process 38
- Homelessness Reduction Act 29
- Domestic Abuse Services 106
4 Arts Council 33
4 HLF - Assembly Rooms -
53 Welfare Benefit Reform Changes 113
- Flexible Homelessness Support 59
20,588 Total 19,523
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33.

The Authority has received a number of grants, contributions and donations
that have yet to be recognised as income as they have conditions attached
to them that will require the monies or property to be returned to the giver.
The balances at the year end are as follows:

31st March 31st March

2017 Capital Grants Receipts in Advance 2018

£000 £000
1 DCMS Free Swimming Grant 1
3 Lottery BMX Track 3
2 Elections 2
- HLF Mercian Trall 10
- Arts Council 91
- Other 27
6 Total 134

Related Parties

The Authority is required to disclose material transactions with related parties —
bodies or individuals that have control or joint control, or significant influence
over the Authority, or are a member of the key management personnel of the
Authority. Disclosure of these transactions allows readers to assess the extent
to which the Authority 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 Authority.

a) Central Government

Central Government has effective control over the general operations of
the Authority — it is responsible for providing the statutory framework within
which the Authority operates, provides the majority of its funding in the form
of grants and prescribes the terms of many of the transactions that the
Authority has with other parties (e.g. Council Tax bills, housing benefits).
Grants received from government departments are set out in the subjective
analysis in Note 8. Grant receipts outstanding at 31%' March 2018 are
shown in Note 32.

b) Members

Members of the Authority have direct control over the Authority’s financial and
operating policies. The total of Members’ Allowances paid in 2017/18 is shown
in Note 29. During the financial year ended 31% March 2018, there were no
material transactions between the Authority and its Members, other than the
payment of Member Allowances. Details of all transactions are recorded in the
Register of Members’ Interest, open to public inspection at the Town Hall
during office hours.
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Members are required to disclose information regarding any material
transactions between them and any other organisation in which they could
exert control. During the financial year ended 31% March 2018, there were no
such transactions.

c) Officers

During the financial year ended 31%' March 2018, there were no material
transactions between the Authority and its Chief Officers, other than the
payment of officer salaries. The total of Senior Officers’ Remuneration is shown
in Note O

Senior Officers are required to disclose information regarding any material
transactions between them and any other organisation in which they could
exert control. During the financial year ended 31 March 2018, there were no
such transactions.

d) Staffordshire County Council, OPCC and Fire Authority Precepts.
Staffordshire County Council and OPCC Staffordshire, and Stoke on Trent and

Staffordshire Fire and Rescue Authority, issue precepts on the Authority, as
follows:

31st March 31st March
2017 Precepts 2018
£000 £000
22,757 Staffordshire County Council 24,100
3,713 Staffordshire Police Authority 3,821
1,470 Stoke on Trent and Staffordshire Fire and Rescue Authority 1,509
27,940 Total 29,430

During the year, there were 3 Councillors who were both a Member of the
Council and Staffordshire County Council.

e) Staffordshire County Council

Under the Recycling Credit Scheme, the Authority also receives recycling
credits from Staffordshire County Council. These are then paid over to the
Joint Waste Unit under arrangements with Lichfield District Council.

31st March 31st March
2017 Recycling Credit Scheme 2018
£000 £000
(766) Recycling Credits (693)
(766) Total (693)
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f) Joint Waste Management Services

The Authority’s Joint Waste Service with Lichfield District Council was launched
in July 2010, and a joint committee - ‘Lichfield and Tamworth Waste Collection
Services’ - was established. The organisation provides waste and recycling
services to approximately 73,000 properties across the two Authorities. Lichfield
District Council is responsible for hosting the service including employment of
staff.

The parties have an agreement in place for funding this operation with
contributions to the agreed budget of 57.8% from the Lichfield District Council
and 42.2% from Tamworth Borough Council. The same proportions are used to
meet any deficit or share any surplus arising on the operation’s budget at the
end of each financial year.

The revenue outturn of the Joint Waste Service for the year ended 31% March

2018 is as follows:

2016/17 Joint Waste Arrangement Income / Expenditure 2017/18
£000 £000
Funding Provided to the Operation
(1,292) | Contribution from Tamworth Borough Council (1,275)
(1,748) | Contribution from Lichfield District Council (1,750)
(3,040) | Total Funding Provided to the Operation (3,025)
Expenditure
2,471 | Employee Costs 2,577
4 | Premises Related Expenses 4
1,217 | Transport Costs 1,229
1,389 | Supplies and Services 1,345
318 | Central Support Costs 369
5,399 | Total Expenditure 5,524
Income
(1,872) | Recycling Credits (1,812)
- | Green Waste Service (231)
(553) | Other Income (562)
(2,425) | Total Income Received (2,605)
2,974 | Total Net Expenditure 2,919
Net (Surplus)/Deficit arising on the pooled budget
(66) | during the year (106)
42.50% | Tamworth Borough Council's share of Service 42.16%
Tamworth Borough Council's share of Net
(28) | (Surplus)/Deficit (45)

Lichfield District Council are the lead Authority for this arrangement, with the
Authority reimbursing Lichfield for services on the basis of a proportion of actual
spend. For 2017/18, the cost of the arrangement to the Authority was £1.28m.
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34.

Capital Expenditure & Financing

Expenditure incurred during the year that may be capitalised under statutory
provisions but that does not result in the creation of a Non Current Asset has
been charged as expenditure to the relevant service in the Comprehensive
Income and Expenditure Statement in the year. Where the Authority has
determined to meet the cost of this expenditure from existing capital resources
or by borrowing, a transfer in the Movement in Reserves Statement from the
General Fund or Housing Revenue Account to the Capital Adjustment Account
then reverses out the amounts charged so that there is no impact on the level of
Council Tax or housing rent.

The total amount of capital expenditure incurred in the year is shown in the table
below, together with the resources that have been used to finance it. Where
capital expenditure is to be financed in future years by charges to revenue as
assets are used by the 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.

2016/17 Capital Expenditure and Financing 2017/18
£000 £000
69,041 | Opening Capital Financing Requirement 68,983

Capital Investment

8,111 Property, Plant and Equipment 8,487
39 Heritage Assets 18

88 Intangible Assets 114
695 Revenue Expenditure Funded from Capital under Statute 641

Sources of Finance

(2,032) Capital receipts (562)

(521) | Government grants and other contributions (809)

(6,027) Sums set aside from revenue - Direct Revenue Contributions (7,425)

(58) Sums set aside from revenue - Minimum Revenue Provision (58)
Grants - Revenue Expenditure Funded from Capital Under

(353) Statute (464)

68,983 | Closing Capital Financing Requirement 68,925

Explanation of movements in year:

Increase in underlying need to borrow:
(58) Sums set aside from revenue - Minimum Revenue Provision (58)

(58) | Increase/(Decrease) in Capital Financing Requirement (58)
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35.

Leases

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

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

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

a) Authority as Lessee
Operating Leases

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

The Authority currently uses vehicles, plant and equipment financed under
terms of an operating lease. The amount paid under these arrangements in
2017/18 was £329k (£328k - 2016/17). These leases have options for annual
extensions beyond the original lease term, a number of these options are
currently being taken up.

2016/17 Minimum Lease Payments 2017/18
£000 £000
328 Minimum lease payments 329
328 Total Minimum Lease Payments 329

The Authority was committed at 31%' March 2018 to making payments of £811k
under operating leases, comprising the following elements:

31st March 31st March
2017 Operating Leases 2018
£000 £000
208 Not later than one year 256
462 Later than one year not later than five years 555
670 Total Operating Leases 811

It should be noted that in addition new leasing arrangements are being
prepared in relation to our commercial fleet.
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b) Authority as Lessor

i. Finance Leases

Where the Authority grants a finance lease over a property or an item of plant or
equipment, the relevant asset is written out of the Balance Sheet as a disposal.

At the commencement of the lease, the carrying amount of the asset in the
Balance Sheet (whether Property, Plant and Equipment or Assets Held for Sale)
is written off to the Other Operating Expenditure line in the Comprehensive
Income and Expenditure Statement as part of the gain or loss on disposal.

A gain, representing the Authority’s net investment in the lease, is credited to
the same line in the Comprehensive Income and Expenditure Statement also as
part of the gain or loss on disposal (i.e. netted off against the carrying value of
the asset at the time of disposal), matched by a lease (Long Term Debtor) asset
in the Balance Sheet.

Lease rentals receivable are apportioned between:

e a charge for the acquisition of the interest in the property — applied to write
down the lease debtor (together with any premiums received), and

e finance income (credited to the Financing and Investment Income and
Expenditure line in the Comprehensive Income and Expenditure Statement).

The gain credited to the Comprehensive Income and Expenditure Statement on
disposal is not permitted by statute to increase the General Fund Balance and is
required to be treated as a capital receipt. Where a premium has been received,
this is posted out of the General Fund Balance to the Capital Receipts Reserve
in the Movement in Reserves Statement.

Where the amount due in relation to the lease asset is to be settled by the
payment of rentals in future financial years, this is posted out of the General
Fund Balance to the Deferred Capital Receipts Reserve in the Movement in
Reserves Statement. When the future rentals are received, the element for the
capital receipt for the disposal of the asset is used to write down the lease
debtor. At this point, the deferred capital receipts are transferred to the Capital
Receipts Reserve.

The written off value of disposals is not a charge against Council Tax, as the
cost of fixed assets is fully provided for under separate arrangements for capital
financing. Amounts are therefore appropriated to the Capital Adjustment
Account from the General Fund Balance in the Movement in Reserves
Statement.

The Authority has leased out property at the Ankerside Shopping Centre
including car park, on a finance lease with a remaining term of 71 years.
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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:

31st March 31st March
2017 Assets Held for Leases (Lessor) 2018
£000 £000
Finance lease debtor (NPV of minimum lease payments)

12,612 Non current 12,603

47,800 Unearned finance income 46,959

12 Unguaranteed residual value of property 12

60,424 Gross Investment in the Lease 59,574

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

Minimum Gross Minimum Gross
Lease Investment Lease Investment in
Payments in the Lease Minimum Lease Payments Payments the Lease
31st March 31st March 31st March 31st March
2017 2017 2018 2018
£000 £000 £000 £000
851 851 | Not later than one year 851 851
3,403 3,403 | Later than one year not later than five years 3,404 3,404
56,158 56,170 | Later than five years 55,307 55,319
60,412 60,424 Total 59,562 59,574

The Authority does not set aside any amount for future uncollectable amounts.

The minimum lease payments do not include rents that are contingent on
events taking place after the lease was entered into, such as adjustments
following rent reviews.

ii. Operating Leases

Where the Authority grants an operating lease over a property or an item of
plant or equipment, the asset is retained in the Balance Sheet. Rental income is
credited to the Other Operating Expenditure line in the Comprehensive Income
and Expenditure Statement. Credits are made on a straight line basis over the
life of the lease, even if this does not match the pattern of payments (e.g. there
is a premium paid at the commencement of the lease). Initial direct costs
incurred in negotiating and arranging the lease are added to the carrying
amount of the relevant asset and charged as an expense over the lease term on
the same basis as rental income.
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36.

The Authority leases out property and equipment under operating leases for
the following purposes:

o for the provision of community services, such as community centres;
and

o for investment purposes to provide suitable affordable
accommodation for local businesses.

The future minimum lease payments receivable under non cancellable leases
in future years are:

31st March 31st March
2017 Future Minimum Lease Payments 2018
£000 £000

Operating Leases

1,024 | Not later than one year 1,096
3,740 | Later than one year not later than five years 4,120
50,428 | Later than five years 54,609
55,192 Total 59,825

The minimum lease payments receivable do not include rents that are
contingent on events taking place after the lease was entered into, such as
adjustments following rent reviews.

The minimum lease payments do not include cancellable rents received during
the period, these amounted to £441k in 2017/18 (£425k - 2016/17). There
were 22 void units at the 315 March 2018 (21 voids at the 31% March 2017).

Impairment Losses

Charges for impairment of £4.4m have been made during 2017/18. This
included an amount of £4.3m where the expenditure on Council Dwellings has
not produced a similar increase in the value and £0.1m for HRA dwellings no
longer available to let as part of the Regeneration Project. This amount was
charged direct to the Comprehensive Income and Expenditure Statement for the
Housing Revenue Account.

The HRA Capital Expenditure of £7.7m mainly related to improvements to
bathrooms, kitchens, central heating, electrical upgrades and disabled
adaptations however, £0.7m related to the acquisition of 5 new properties to be
used within the general need stock; £2.07m related to the construction of 19
new dwellings on redeveloped garage sites. The impairment has been
recognised as the advice of the Authority's internal valuer is that such
improvements have not increased the overall value of the asset.
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37.

Termination Benefits

Termination benefits are amounts payable as a result of a decision by the
Authority to terminate an officer’'s employment before the normal retirement date
or an officer’s decision to accept voluntary redundancy and are charged on an
accruals basis to the relevant service line in the Comprehensive Income and
Expenditure Statement when the Authority is demonstrably committed to the
termination of the employment of an officer or group of officers or making an
offer to encourage voluntary redundancy.

Where termination benefits involve the enhancement of pensions, statutory
provisions require the General Fund or Housing Revenue Account to be
charged with the amount payable by the Authority to the pension fund or
pensioner in the year, not the amount calculated according to the relevant
accounting standards.

In the Movement in Reserves Statement, appropriations are required to and
from the Pensions Reserve to remove the notional debits and credits for pension
enhancement termination benefits and replace them with debits for the cash
paid to the pension fund and pensioners and any such amounts payable but
unpaid at the year end.

There were no terminations of employee contracts during 2017/18.
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38.

Defined Benefit Pension Schemes

The pension costs included in these accounts have been determined in
accordance with government regulations and IAS 19. The standard requires the
full recognition of the pensions liability (and the movement of its constituent
parts) in the Comprehensive Income and Expenditure Statement. These
requirements are included within the accounts in accordance with CIPFA
recommended practice.

The Local Government Pension Scheme (LGPS) is a defined benefit statutory
scheme, administered in accordance with the Local Government Pension
Scheme Regulations 2013:

i. The liabilities of the Staffordshire Local Government Pension Fund
attributable to the Authority are included in the Balance Sheet on an
actuarial basis using the projected unit credit 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 projected earnings for
current employees.

ii. Liabilities are discounted to their value at current prices, using a discount
rate of 2.7%.

This is based on an approach whereby a Corporate Bond yield curve is
constructed based on the constituents of the iBoxx AA Corporate Bond Index.

Separate discount rates are then set (and corresponding RPI/CPI inflation
assumptions) for individual employers, dependent on their own weighted
average duration.

iii. The assets of Staffordshire Local Government Pension Fund attributable to
the Authority are included in the Balance Sheet at their fair value:

guoted securities — current bid price;

unquoted securities — professional estimate;

unitised securities — current bid price;

property — market value.

iv. The change in the net pensions liability is analysed into the following
components:

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 arising from current year
decisions whose effect relates to years of service earned in earlier years —
debited to the (Surplus) or Deficit on the Provision of Services in the
Comprehensive Income and Expenditure Statement as part of Non
Distributed Costs;
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e Interest Cost: The expected increase in the present value of liabilities
during the year as they move one year closer to being paid — debited to the
Financing and Investment Income and Expenditure line in the
Comprehensive Income and Expenditure Statement;

e Expected Return on Assets: The annual investment return on the fund
assets attributable to the Authority, based on an average of the expected
long-term return — credited to the Financing and Investment Income and
Expenditure line in the Comprehensive Income and Expenditure Statement;

e Gains or Losses on Settlements and Curtailments: The result of
actions to relieve the Authority of liabilities or events that reduce the
expected future service or accrual of benefits of employees — debited or
credited to the (Surplus) or Deficit on the Provision of Services in the
Comprehensive Income and Expenditure Statement as part of Non
Distributed Costs;

e Re-measurement of the Net Defined Benefit Liability / (Asset):
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 — debited to the Pensions
Reserve; and

e Contributions paid to the Staffordshire Local Government Pension
Fund: 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
and the Housing Revenue Account to be charged with the amount payable by
the Authority to the pension fund or directly to pensioners in the year, not the
amount calculated according to the relevant accounting standards. In the
Movement in Reserves Statement, this means that there are 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 and Housing Revenue Account 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 Authority has restricted powers to make discretionary awards of retirement
benefits in the event of early retirements. Any liabilities estimated to arise as a
result of an award to any member of staff are accrued in the year of the decision
to make the award and accounted for using the same policies as are applied to
the Local Government Pension Scheme.
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a) Participation in Pension Schemes

As part of the terms and conditions of employment of its officers, the Authority
makes contributions towards the cost of post employment benefits. Although
these benefits will not actually be payable until employees retire, the Authority
has a commitment to make the payments that needs to be disclosed at the time
that employees earn their future entitlement.

The authority participates in two post employment schemes:

e The Local Government Pension Scheme, administered locally by
Staffordshire County Council — this is a funded defined benefit final salary
scheme, meaning that the Authority and employees pay contributions into a
fund, calculated at a level intended to balance the pensions liabilities with
investment assets.

e Arrangements for the award of discretionary post retirement benefits upon
early retirement — this is an unfunded defined benefit arrangement, under
which liabilities are recognised when awards are made. However, there are
no investment assets built up to meet these pensions liabilities, and cash
has to be generated to meet actual pensions payments as they eventually
fall due.

b) Transactions Relating to Post-employment Benefits

We recognise the cost of retirement benefits in the reported Cost of Services
when they are earned by employees, rather than when the benefits are
eventually paid as pensions. However, the charge we are required to make
against Council Tax is based on the cash payable in the year, so the real cost of
post employment / retirement benefits is reversed out of the General Fund (and
HRA) via the Movement in Reserves Statement. The following transactions
have been 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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Comprehensive Income and Expenditure Statement

Local Local
Government | Discretionary Government | Discretionary
Pension Benefit Pension Benefit
Scheme Arrangements Defined Benefit Pension Schemes Scheme Arrangements
2016/17 2016/17 2017/18 2017/18
£000 £000 £000 £000
Comprehensive Income and
Expenditure Statement:
2,030 67 Current service costs 3,191 66
- - Past service costs 17 -
Financing and Investment Income and
Expenditure
3,775 - Interest costs 3,219 -
(2,344) - Expected return on scheme assets (2,098) -
3,461 67 | Total Post Employment Benefit 4,329 66
Charged to the (Surplus) or Deficit on
the Provision of Services
Re-measurement of the Net Defined
Benefit Liability Comprising:
(11,552) 104 Return on plan assets (excluding 206 34
amounts included in net interest
expense)
(494) - Actuarial gains and losses on changes - -
in demographic assumptions
17,465 - Actuarial gains and losses on changes (2,320) -
in financial assumptions
(4,733) - Other 10 .
4,147 171 | Total Post Employment Benefit 2,225 100

Charged to the Comprehensive
Income and Expenditure Statement
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Movement in Reserves Statement

Statement

Local Local
Government | Discretionary Government | Discretionary
Pension Benefit Pension Benefit
Scheme Arrangements Defined Benefit Pension Schemes Scheme Arrangements
2016/17 2016/17 2017/18 2017/18
£000 £000 £000 £000
Movement in Reserves Statement:
Reversal of net charges made to the
(Surplus) or Deficit on the Provision of
(4.147) (171) Services for post employment benefits in (2.225) (100)
accordance with the code
Actual amount charged against the
General Fund Balance for pensions in
the year:
Employers' contributions payable to
1,816 - the scheme 2,046 -
Retirement benefits payable to
- 67 pensioners - 66
(2,331) (104) Total Movement in Reserves (179) (34)

Under the Housing Repairs contract, a separate pension scheme is operated for
staff transferred as part of a TUPE arrangement.

c) 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:

Local Local
Government Government
Pension Pensions Assets and Liabilities Recognised in Pension
Scheme the Balance Sheet Scheme
2016/17 2017/18
£000 £000
123,687 | Present Value of the Defined Benefit Obligation 125,028
(80,208) | Fair Value of Plan Assets (83,155)

Net Liability Arising From Defined Benefit
43,479 | Obligation 41,873
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d) Reconciliation of the Movements in the Fair Value of Scheme (Plan)

Assets
Local o ] Local
Government Reconciliation of Fair Value of Scheme Assets Government
Pension Pension
Scheme Scheme
2016/17 2017/18
£000 £000
67,628 Balance at 1st April 2017 80,208
2,344 Interest Income on Plan Assets 2,098
11,448 Return on Assets excluding amounts included in net interest (240)
1,347 Employer contributions 3,865
531 Contributions by scheme patrticipants 544
(3,090) Benefits paid (3,320)
67 Contributions in respect of unfunded benefits 66
(67) Unfunded benefits paid (66)
80,208 Balance at 31st March 2018 83,155
e) Reconciliation of Present Value of the Scheme Liabilities (Defined
Benefit Obligation)
Local Local
Government | Discretionary Reconciliation of Present Value of Government | Discretionary
Pension Benefit Scheme Liabilities (Defined Benefit Pension Benefit
Scheme Arrangements Obligation) Scheme Arrangements
2016/17 2016/17 2017/18 2017/18
£000 £000 £000 £000
107,100 1,103 | Balance at 1st April 2017 122,547 1,140
2,097 - | Current service costs 3,257 -
Interest Cost on Defined Benefit
3,775 - | Obligation 3,219 -
531 - | Plan Participants Contributions 544 -
(494) - | Changes in Demographic Assumptions - -
17,361 104 | Changes in Financial Assumptions (2,354) 34
(4,733) - | Other Experience 10 -
(3,090) (67) | Benefits paid (3,320) (66)
- - | Past service costs 17 -
122,547 1,140 | Balance at 31st March 2018 123,920 1,108
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f) Local Government Pension Scheme Assets Comprised:

The asset values shown below are at bid value as required under IAS19.

As at 31st March 2017

As at 31st March 2018

Quoted | Quoted Quoted | Quoted
Prices Prices Percentage Fair Value of Prices Prices Percentage
in Not in Total of Total Emplovers Assets in Not in Total of Total
Active Active Assets ploy Active Active Assets
Markets | Markets Markets | Markets
£000 £000 £000 % £000 £000 £000 %
Equity Securities
5,380.3 -| 5,380.3 6.7 Consumer 3,603.9 -| 3,603.9 4.3
4,638.2 -| 4,638.2 5.8 Manufacturing 3,472.8 -| 3,472.8 4.2
1,988.4 -| 1,988.4 2.5 Energy & Utilities 1,018.2 -| 1,018.2 1.2
Financial
5,372.4 -1 5,372.4 6.7 Institutions 3,375.0 - 3,375.0 4.1
4,462.8 -| 4,462.8 5.6 Health Care 2,461.7 -| 2,461.7 3.0
Information
5,368.1 -| 5,368.1 6.7 Technology 2,355.7 -| 2,355.7 2.8
79.7 - 79.7 0.1 Other 90.2 - 90.2 0.1
Debt Securities
Corporate Bonds
5,956.3 -| 5,956.3 7.4 (Investment Grade) | 6,309.4 -| 6,309.4 7.6
Private Equities
- 2,546.2 | 2,546.2 3.2 All -| 2,428.0 | 2,428.0 2.9
Real Estate
- 6,456.8 | 6,456.8 8.1 UK Property -| 6,432.8 | 6,432.8 7.7
Investment Funds
& Unit Trusts
26,771.7 - | 26,771.7 33.2 Equities 39,297.6 - | 39,297.6 47.2
4,386.8 -| 4,386.8 5.5 Bonds 4,893.1 -| 4,893.1 5.9
- 1,574.4 | 1,574.4 2.0 Hedge Funds -| 1,460.0 | 1,460.0 1.8
- 1,196.8 | 1,196.8 1.5 Other -| 2,454 | 2,1454 2.6
Cash & Cash
Equivalents
4,029.1 -| 4,029.1 5.0 All 3,811.2 -| 3,811.2 4.6
68,433.8 | 11,774.2 | 80,208.0 100.0 Total Assets 70,688.8 | 12,466.2 | 83,155.0 100.0
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g) 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. Both the
Local Government Pension Scheme and Discretionary Benefits liabilities have
been assessed by Hymans Robertson, an independent firm of actuaries,
estimates for the County Council Fund being based on the latest full valuation
of the scheme as at 31% March 2018.The significant assumptions used by the
actuary have been:

Local Local
Government | Discretionary Assumptions Government | Discretionary
Pension Benefit Pension Benefit
Scheme Arrangements Scheme Arrangements
2016/17 2016/17 2017/18 2017/18
Long-term expected rate of return on
assets in the scheme:
2.60% - Equity Investments 2.70% -
2.60% - Bonds 2.70% -
2.60% - Property Managed Funds 2.70% -
2.60% - Cash 2.70% -
2.60% - Other 2.70% -
Mortality assumptions (in years):
Longevity at 65 for current pensioners:
221 22.1 Men 22.1 22.1
24.4 24.4 Women 24.4 24.4
Longevity at 65 for future pensioners:
24.1 24.1 Men 24.1 24.1
26.4 26.4 Women 26.4 26.4
2.40% 2.40% | CPI Rate 2.40% 2.40%
2.80% 2.80% | Rate of increase in salaries 2.80% 2.80%
2.40% 2.40% | Rate of increase in pensions 2.40% 2.40%
2.60% 2.60% | Rate for discounting scheme liabilities 2.70% 2.70%
Take-up of option to convert annual
50%/75% - | pension into retirement lump sum 50%/75% -

The estimation of the defined benefit obligations is sensitive to the actuarial
assumptions set out in the table above. The sensitivity analysis below have
been determined based on reasonably possible changes of the assumptions
occurring at the end of the reporting period and assumes for each change
that the assumption analysed changes while all the other assumptions remain
constant. The assumptions in longevity, for example, assume that life
expectancy increases or decreases for men and women. In practice, this is
unlikely to occur, and changes in some of the assumptions may be inter
related. The estimations in the sensitivity analysis have followed the
accounting policies for the scheme, i.e. on an actuarial basis using the
projected unit credit method. The methods and types of assumptions used in
preparing the sensitivity analysis below did not change from that used in the
previous period.
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39.

Impact on the Defined Benefit
Obligation in the Scheme

Impact on the Defined Benefit
Obligation in the Scheme

3.00% to 5.00%

4,986 to 8,310

1 Year in Member Life Expectancy
0.5% Increase in the Salary

3.00% to 5.00%

Approx. % APprox. Change in Assumptions at 31st Approx. % APProx.
Increase to Monetary March 2018 Increase to Monetary
Liability Value Liability Value
2016/17 2016/17 2017/18 2017/18
% £000 % £000
0.5% Decrease in Real Discount
9.00% 11,697 | Rate 10.00% 12,071

4,947 to 8,245

1.00% 1,662 | Increase Rate 1.00% 1,649
0.5% Increase in the Pension
8.00% 9,875 | Increase Rate 8.00% 10,275

The total contributions expected to be made to the Local Government Pension
Scheme by the Authority in the year to 31% March 2018 is £3.8m (£2.0m -
2017/18), which includes an advance deficit repair pension payment of £2.5m
made in April 2017 (in return for a discount) in respect of the lump sum
payments due for financial years 2017/18 to 2019/20.

Contingent Liabilities

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

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

The Authority has included a provision — detailed in Note 22 — relating to
Business Rate appeals outstanding as at 31 March 2018.

Local businesses can appeal against the Rateable Value on the 2010 Rating list
under limited circumstances and can also appeal against the Rateable Value on
the 2017 Rating List. The 2017 Rating List is subject to a fresh approach to
appeals known as "Check, Challenge & Appeal” (CCA) which means that before
an appeal is made the Rateable Value may be amended upon negotiation
between the Valuation Office and the ratepayer (or their agents). This process
will inevitably lead to a delay in appeals being made.
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It is difficult to estimate the likelihood of businesses both submitting and being
successful with an appeal and the Authority has therefore made provision in the
accounts based on professional advice from independent valuers. However, the
level of historic appeals together with the average level of success and savings
in Rateable Value is shown for both the 2005 and 2010 lists below:

2005 2010 2017

Indicator List List List Total
A Total of original Rateable Values resolved £115.89m | £126.27m E-| £242.16m
B Total original Rateable Value of successful appeals £51.84m £34.77m £- £86.61m

Average success rate (% of RV) (B/A) 44.73% 27.54% n/a 35.77%
C Total revised Rateable Value of successful appeals £47.55m £30.07m £- £77.62m
D Total reduction in Rateable Value (C-B) £4.29m £4.70m £- £8.99m

Average % reduction in Rateable Value (D/B) 8.28% 13.53% n/a 10.39%
E Years the List has been active 5 7 1 -
F Average annual reduction in Rateable Value (D/E) £0.86m £0.67m n/a -
G Standard Business Rate Multiplier in 2018/19 49.3p 49.3p 49.3p 49.3p
H Average annual cost of reduction based on

2018/19 Multiplier (FxG) £0.423m £0.331m n/a £0.754m

District Council Share at 40% (Hx0.4) £0.169m £0.132m n/a £0.302m
| Appeals outstanding 31/03/18 £0.17m | £109.20m £- | £109.37m
J Provision included £0.01m £2.40m £1.43m £3.84m

Provision as a % of Appeals outstanding (J/1) 5.78% 2.19% n/a 3.51%
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40.

Nature & Extent of Risks Arising from Financial Instruments

Key Risks
The Authority’s activities expose it to a variety of financial risks:

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

e Liquidity risk — the possibility that the Authority might not have funds
available to meet its commitments to make payments; and

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

a) Credit Risk

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

This risk is minimised through the Annual Investment Strategy, which requires
that deposits are not made with financial institutions unless they meet identified
minimum credit criteria, in accordance with the Fitch, Moody’s and Standard and
Poors Credit Ratings Services. The Annual Investment Strategy also considers
maximum amounts and time limits in respect of each financial institution.
Deposits are not made with banks and financial institutions unless they meet the
minimum requirements of the investment criteria outlined above. Additional
selection criteria are also applied after this initial criteria is applied. Details of the
Investment Strategy can be found on the Authority’s website. The key areas of
the Investment Strategy are that the minimum criteria for investment
counterparties include:

This Authority uses the creditworthiness service provided by Link Asset
Services. This service uses a sophisticated modelling approach with credit
ratings from all three rating agencies - Fitch, Moodys and Standard and Poors,
forming the core element.

However, it does not rely solely on the current credit ratings of counterparties
but also uses the following as overlays:

e credit watches and credit outlooks from credit rating agencies;
e CDS spreads to give early warning of likely changes in credit ratings;

e Sovereign ratings to select counterparties from only the most creditworthy
countries.

The full Investment Strategy for 2017/18 was approved by Full Council on 21%
February 2017 and is available on the Authority’s website.
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Customers for goods and services are assessed, taking into account their
financial position, past experience and other factors, with individual credit limits
being set in accordance with internal ratings in accordance with parameters set
by the Authority.

The Authority’s maximum exposure to credit risk in relation to its investments in
banks and building societies of £51m cannot be assessed generally as the risk
of any institution failing to make interest payments or repay the principal sum will
be specific to each individual institution. Recent experience has shown that it is
rare for such entities to be unable to meet their commitments. A risk of
irrecoverability applies to all of the Authority’s deposits, but there was no
evidence at the 31% March 2018 that this was likely to crystallise.

The following analysis summarises the Authority’s maximum exposure to credit
risk on other financial assets, based on experience of default, adjusted to reflect
current market conditions.

Whilst the current credit crisis in international markets has raised the overall
possibility of default, the Authority maintains strict credit criteria for investment
counterparties.

Historical Estimated
Experience Maximum
Adjusted for Exposure to Estimated
Market Default and Maximum
Credit Risk Amount at Historical Conditions at  Uncollectability Exposure at
31st March  Experience of 31st March at 31st March 31st March
2018 Default 2018 2018 2017
£000 % % £000 £000
A B C (Ax C)
A rated
counterparties 43,000 0.05% 0.05% 23 328
BBB rated
counterparties 8,003 0.16% 0.16% 13 -
Caa rated
counterparties 32 18.74% 18.74% 6 29
Trade Debtors 2,017 89.37% 89.37% 1,802 1,794
Total 53,052 - - 1,844 2,151
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The Authority does not generally allow credit for customers, such that £2.0m is
past its due date for payment. The past due amount as at 31°' March 2018 but

not impaired amount can be analysed by age as follows:

31st March 31st March
2017 Arrears 2018
£000 £000

329 | Less than six months 288

186 | Six months to one year 207

375 | More than one year 265

1,217 | More than two years 1,257

2,107 | Total 2,017

The Authority initiates a legal charge on property where, for instance, works
have to be carried out in default but those responsible cannot afford to pay
immediately. The total collateral at 31% March 2018 was £47.2k (£28.4k -
2016/17).

b) Liquidity Risk

The Authority 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 Authority has ready access to borrowings from the money markets to cover
any day to day cash flow need, and the PWLB and money markets for access to
longer term funds. The Authority is also required to provide a balanced budget
through the Local Government Finance Act 1992, which ensures sufficient
monies are raised to cover annual expenditure. There is therefore no significant
risk that it will be unable to raise finance to meet its commitments under financial
instruments. The maturity analysis of financial liabilities is as follows:

31st March 2017 Financial Liabilities 31st March 2018
Average Average
Rate Amount Rate Amount
% £000 % £000

4.05% 63,371 | PWLB 4.05% 63,371
4.05% 63,371 | Total 4.05% 63,371
- 311 | Less than one year (Interest Due) - 311
4.25% 1,000 | Maturing in 10 - 15 years 4.25% 1,000
4.05% 62,060 | Maturing in over 15 years 4.05% 62,060
4.05% 63,371 | Total 4.05% 63,371
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c) Refinancing and Maturity Risk

The Authority maintains a significant debt and investment portfolio. Whilst the
cash flow procedures above are considered against the refinancing risk
procedures, longer term risk to the Authority relates to managing the exposure
to replacing financial instruments as they mature. This risk relates to both the
maturing of longer term financial liabilities and longer term financial assets.

The approved treasury indicator limits for the maturity structure of debt and the
limits placed on investments placed for greater than one year in duration are the
key parameters used to address this risk. The Authority approved treasury and
investment strategies address the main risks and the central treasury team
address the operational risks within the approved parameters. This includes:

e monitoring the maturity profile of financial liabilities and amending the profile
through either new borrowing or the rescheduling of the existing debt; and

e monitoring the maturity profile of investments to ensure sufficient liquidity is
available for the Authority’s day to day cash flow needs, and the spread of
longer term investments provide stability of maturities and returns in relation
to the longer term cash flow needs.

The maturity analysis of financial assets is as follows:

31st March 2017 Financial Assets 31st March 2018
Average Rate  Amount Average Rate  Amount
% £000 % £000
0.56% 43,151 | Less than one year 0.63% 51,128
0.56% 43,151 | Total 0.63%- 51,128

All trade and other payables are due to be paid in less than one year — debtors
of £2.0m are not included in the table above.

d) Market Risk

i) Interest Rate Risk

The Authority is exposed to interest rate movements on its borrowings and
investments. Movements in interest rates have a complex impact on the
Authority, depending on how variable and fixed interest rates move across
differing financial instrument periods.

For instance, a rise in variable and fixed interest rates would have the following
effects:

. Borrowings at variable rates: The interest expense charged to the
Comprehensive Income and Expenditure Statement will rise;

. Borrowings at fixed rates: The fair value of the borrowing will fall (no
impact on revenue balances);
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. Investments at variable rates: The interest income credited to the
Comprehensive Income and Expenditure Statement will rise; and

. Investments at fixed rates: The fair value of the assets will fall (no impact
on revenue balances).

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

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

The risk of interest rate loss is partially mitigated by Government grant payable
on financing costs. As at 31% March 2018, the Authority had no variable rate
debt or investments. There would therefore be no material impact if all interest
rates had been higher or lower during the year.

i) Price Risk

The Authority, excluding the pension fund, does not generally invest in
instruments with this type of risk.
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e) Impairment of Financial Assets — Deposits with Icelandic Banks

Early in October 2008, the Icelandic banks Landsbanki, Kaupthing and Glitnir
collapsed and the UK subsidiaries of the banks, Heritable and Kaupthing Singer
and Friedlander (KSF) went into administration.

The Authority had £7.5m deposited across 3 of these institutions, with varying
maturity dates and interest rates as follows:

Bank Date Maturity Amount Interest Carrying Principal
Invested Date Invested Rate Amount Default
£ % £ %
Glitnir 10/10/2007 | 09/10/2008 | 1,000,000 6.28 - -
Glitnir 31/08/2007 | 28/08/2009 | 1,000,000 6.55 - -
Glitnir 14/12/2007 | 12/12/2008 | 1,000,000 6.16 - -
KSF 31/08/2008 | 09/08/2010 | 1,000,000 6.69 10,740 13.5%
KSF 31/10/2007 | 29/10/2008 | 1,000,000 6.16 10,579 13.5%
KSF 14/01/2008 | 14/10/2010 | 1,000,000 5.90 10,433 13.5%
Heritable 12/09/2008 | 13/10/2008 500,000 5.38 - 2%
Heritable 15/09/2008 | 22/10/2008 | 1,000,000 5.45 - 2%
Total 7,500,000 - 31,753 -

All monies within these institutions are currently subject to the respective
administration and receivership processes. The amounts and timing of
payments to depositors such as the Authority will be determined by the
administrators / receivers.

The current situation with regards to recovery of the sums deposited varies
between each institution. Based on the latest information available the Authority
considers that it is appropriate to consider an impairment adjustment for the
deposits, and has taken the action outlined below. As the available information
is not definitive as to the amounts and timings of payments to be made by the
administrators / receivers, it is likely that further adjustments will be made to the
accounts in future years.

Glitnir Bank hf

Glitnir Bank hf is an Icelandic entity. The Icelandic Supreme Court decision to
grant UK local authorities priority status, enabled the winding up board to make
a distribution to creditors in a basket of currencies in March 2012.

An element of the distribution was in Icelandic Krona which was placed in an
ESCROW account in Iceland. This element of the distribution was retained in
Iceland due to currency controls currently operating there and as a result was
subject to exchange rate risk, over which the Authority had no control.
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On 27" June 2017, the Authority received €1,017,109.80 (£885,212.28) in
respect of the repayment of the Icelandic Bank Glitnir deposit held in escrow.
This was £135,539 lower than the figure contained within the 2016/17 accounts,
due to the discounted offer from the Central Bank of Iceland to release the
funds. This was an opportunity for those Authorities with balances, to use this as
an exit route, in liaison with the LGA — and also to realise the significant
exchange rate gains made during the previous 2 years. The escrow funds were
also no longer receiving interest credits.

The accounts contained a balance of £1,020,751 which included an exchange
rate gain of £243,673.

Kaupthing Singer and Friedlander Ltd (KSF)

The current position o is as shown in the table above. The Authority has decided
to recognise an impairment based on it recovering 86.50p in the £.

Recoveries are expressed as a percentage of the Authority’s claim in the
administration, which includes interest accrued up to 7™ October 2008.

Heritable Bank

Heritable bank is a UK registered bank under Scottish law. The company was
placed in administration on 7™ October 2008. The Authority has used this final
figure to calculate the impairment based on recovering 98p in the £.

Recoveries are expressed as a percentage of the Authority’s claim in the
administration, which includes interest accrued up to 6™ October 2008.
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41. Prior Period Restatement of Service Expenditure and Income

The following table shows how the net expenditure and income for 2016/17 has been restated (within the CIES on page 20)
following identification of a change in the presentation of internal recharges from 2017/18. From 2017/18 internal support services
recharge costs have to be removed and can no longer be shown within the cost of other services.

Restated Restated Restated
Comprehensive Income & Gross Removal of Gross Gross Removal of Gross Net Removal of Net
Expenditure Statement Expenditure Recharges Expenditure Income Recharges Income Expenditure Recharges Expenditure
2016/17 2016/17 2016/17 2016/17 2016/17 2016/17 2016/17 2016/17 2016/17
£000 £000 £000 £000 £000 £000 £000 £000 £000
Chief Executive 246 (34) 212 (246) 208 (38) - 174 174
Executive Director Corporate
Services 22,117 (516) 21,601 (21,376) 227 (21,149) 741 (289) 452
Director of Finance 2,899 (1,558) 1,341 (1,556) 699 (857) 1,343 (859) 484
-USOHCitOI’ to the Council 1,185 (336) 849 (452) 137 (315) 733 (199) 534
(O Corporate Director Technology
(D and Corporate Programmes 1,479 (128) 1,351 (1,505) 1,087 (418) (26) 959 933
= Corporate Director
-+ Transformation and Corporate
Performance 2,154 (569) 1,585 (1,821) 1,249 (572) 333 680 1,013
Director of Communities,
Planning and Partnerships 29 (27) 2 (29) 29 - - 2 2
Director of Growth, Assets and
Environment (GF) 12,367 (2,029) 10,338 (6,358) 1,674 (4,684) 6,009 (355) 5,654
Director Housing and Health
(GF) 3649 (413) 3,236 (1,326) 336 (990) 2,323 (77) 2,246
Director of Growth, Assets and
Environment (HRA) 226 (25) 201 (264) 12 (252) (38) (13) (52)
Director Housing and Health
(HRA) 6,417 (623) 5,794 (2,317) 1,043 (1,274) 4,100 420 4,520
HRA Summary 8,889 - 8,889 (18,738) - (18,738) (9,849) - (9,849)
Housing Repairs 2,954 (407) 2,547 (66) - (66) 2,888 (407) 2,481
Exceptional Item - Change in
EUV —SH 1 - - - (14,734) - (14,734) (14,734) - (14,734)
Cost of Services 64,611 (6,665) 57,946 (70,788) 6,701 (64,087) (6,177) 36 (6,141)
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Restated Restated Restated
Compreh.ensive Income & Gross Removal of Gross Gross Removal of Gross Net Removal of Net
Expenditure Statement Expenditure Recharges Expenditure Income Recharges Income Expenditure Recharges Expenditure
2016/17 2016/17 2016/17 2016/17 2016/17 2016/17 2016/17 2016/17 2016/17
£000 £000 £000 £000 £000 £000 £000 £000 £000
Other Operating Expenditure - - - - 65 - 65
Financing and Investment Income
and Expenditure (FIIE) - - - - 469 (89) 380
Taxation and Non Specific Grant
Income 2 - - - - - (9,101) 53 (9,048)
(Surplus) or Deficit on
Provision of Services (14,744) - (14,744)
(Surplus) or Deficit on
Revaluation of Property, Plant
and Equipment Assets - - - - (15,573) - (15,573)
Re-measurement of the Net
g'?efined Benefit Liability - - - - 790 - 790
(©®ther Comprehensive Income
(®nd Expenditure (14,783) - (14,783)
otal Comprehensive Income
@hd Expenditure (29,527) - (29,527)

1 Existing Use Value for Social Housing

2 As a result of amended disclosure of grant income.
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Approval of Accounts
| confirm that these accounts were approved by the Audit and Governance

Committee at the meeting held on 26" July 2018

Signed on behalf of Tamworth Borough Council

Councillor M Summers, Chair of the Audit and Governance Committee

Dated 26™ July 2018

This is an electronic copy without an electronic signature. The original was signed as dated
above and a copy can be obtained from the Executive Director Finance.
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Housing Revenue Account

The HRA Income and Expenditure Statement shows the economic cost in the
year of providing housing services in accordance with generally accepted
accounting practices, rather than the amount to be funded from rents and
government grants. The Authority charges rents to cover expenditure in
accordance with legislative framework; this may be different from accounting
cost. The increase or decrease in the year, on the basis which rents are raised,
is shown in the Movement on the Housing Revenue Account Statement.

2016/17 HRA Comprehensive Income and Expenditure Statement 2017/18
£000 £000 £000
Expenditure:
2,929 Repairs and Maintenance 3,079
6,082 Supervision and Management 6,311
137 Rents, rates, taxes and other charges 76
8,722 Depreciation and impairment of Non Current Assets 7,069
24 Debt management costs 20
139 Movement in the allowance for bad debts 152
18,033 Total Expenditure 16,707
Income:
(18,082) Dwelling rents (17,739)
(369) Non dwelling rents (371)
(757) Charges for services and facilities (768)
(1,732) Contributions towards expenditure (1,666)
(20,940) Total Income (20,544)
(2,907) Net Expenditure of HRA Services as included in the (3,837)
Comprehensive Income and Expenditure Statement
8 HRA services' share of Corporate and Democratic Core 9
(14,734) Exceptional Item - Change in EUSHV -
, et Expenditure / (Income) for ervices ,
(17,633) Net E di /(l ) for HRA Servi (3,828)
HRA Share of the Operating Income and Expenditure
Included in the Comprehensive Income and Expenditure
Statement:
(486) (Gain) or loss on sale of HRA Non Current Assets (640)
2,891 Interest payable and similar charges 2,632
(120) Interest and investment income (124)
Pensions interest cost and expected return on pensions
332 assets 253
(246) Capital grants and contributions receivable (246)
(15,262) (Surplus) or Deficit for the Year on HRA Services (1,953)
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Statement of Movement on the HRA Balance

2016/17 Statement of Movement on the HRA Balance 2017/18
£000 £000 £000 £000
4,724 Balance on the HRA at the end of the previous year 6,353
Surplus or (Deficit) for the year on the HRA Income and
15,262 | Expenditure Statement 1,953
Adjustments between accounting basis and funding basis
(13,061) | under statute (1,379)
Net Increase or (Decrease) before transfers to or from
2,201 | reserves 574
(572) | Transfers (to) / from Reserves (103)
1,629 Increase or (Decrease) on the HRA 471
6,353 Balance on the HRA at 31st March 2018 6,824
Analysis of Adjustments
2016/17 Analysis of Adjustments 2017/18
£000 £000
10 Difference between any other item of income and expenditure determined (13)
in accordance with the code and determined in accordance with HRA
requirements
(486) Gain or loss on sale of HRA Non Current Assets (640)
403 HRA share of contributions to or from the Pensions Reserve 530
(2,218) Capital expenditure funded by the HRA (3,569)
(246) Capital Grants and Contributions Applied (246)
(4,511) Transfer to / from the Major Repairs Reserve (4,510)
(6,013) Transfer to / from the Capital Adjustment Account 7,069
(13,061) Total Adjustments Between Accounting Basis and Funding Basis (1,379)
Under Statute
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NOTES TO THE HRA

HRA1l. Number & Type of Dwelling

The Authority is responsible for managing a housing stock, made up as follows:

Housing Stock as at 1st April 2017
Demolitions

Sales

Purchases

Housing Stock as at 31st March
2018

Houses High and
and Medium Low Rise
Bungalows Rise Flats Flats Total
2,744 750 882 4,376
(82) (4) (86)
(35) 4) (6) (45)
23 - 1 24
2,732 664 873 4,269

In order to comply with the requirements of Resource Accounting, garages are
now identified within other property. Non operational assets are those held by an

authority but not directly occupied or used in the delivery of its services.

HRAZ2. Vacant possession value of dwellings

The Vacant Possession Valuation as at 31* March 2018 is £428.2m (31°' March

2017 Vacant Possession Value was £404.6m).

However, assets are valued on the Balance Sheet at their existing use reflecting
the valuation of a property if it were to be disposed with sitting tenants benefiting
from sub-market rents. This reflects the economic cost to the Government of
providing council housing at less than open market value.

Council dwellings are held on the Balance Sheet at Existing Use Value Social
Housing (EUV-SH) which for 2017/18, a nationally set adjustment factor for the
West Midlands of 40% of vacant possession value has been used (40% -

2016/17).
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Existing Use Social Housing Value of Dwellings

Existing Use Social Housing Value of
Dwellings

Cost or Valuation

As at 1st April 2017

Additions;
Accumulated Depreciation and Impairment
written off to Gross Carrying Amount;

Revaluation increases/ (decreases)
recognised in the Revaluation Reserve;

Revaluation increases/ (decreases)
recognised in the (Surplus) or Deficit on
the Provision of Services;

Derecognition — Disposals;

Other movements in cost or valuation.

As at 31st March 2018

Accumulated Depreciation & Impairment
As at 1st April 2017

Depreciation Charge;

Accumulated Depreciation and Impairment
written off to Gross Carrying Amount;

Impairment losses/ (reversals) recognised
in the Revaluation Reserve;

Impairment losses/ (reversals) recognised
in the (Surplus) or Deficit on the Provision
of Services;

Derecognition - disposals.

As at 31st March 2018

Net Book Value
As at 1st April 2017
As at 31st March 2018

Nature of holdings at year end Owned

Other Land
Council and Asset Under
Dwellings Buildings  Construction Total
£000 £000 £000 £000
166,878 4,375 592 171,845
5,528 - 2,128 7,656
(11,313) (195) - (11,508)
12,611 195 - 12,806
156 - - 156
(3,461) (193) - (3,654)
1,993 (384) (1,609) -
172,392 3,798 1,111 177,301
(6,394) (240) - (6,634)
(2,701) (103) - (2,804)
11,313 195 - 11,508
1) - - (1)
(4,420) - - (4,420)
1,582 147 - 1,729
(621) 1) - (622)
160,484 4,135 592 165,211
171,771 3,797 1,111 176,679
171,771 3,797 1,111 176,679
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HRA3. Movement on the Major Repairs Reserve (MRR)

The Major Repairs Reserve represents the long term average amount of capital
spending required to maintain the stock in its current condition.

The Capital Expenditure shown was spent on maintaining council dwellings.

2016/17 Major Repairs Reserve 2017/18
£000 £000
1,383 Balance at 1st April 2017 2,521
4,511 Contributions to the Major Repairs Reserve 4,510
(3,373) Capital Spending on Dwellings (3,554)
2,521 Balance at 31st March 2018 3,477

The contribution in 2017/18 includes depreciation of £2.7m and a further
revenue contribution to capital outlay of £1.8m.

HRA4. Capital Expenditure Summary

The following table details how £7.7m Capital Expenditure was financed during

the year.
2016/17 Capital Expenditure 2017/18
£000 £000
Capital Expenditure Type:
6,428 Dwellings 5,528
325 Land -
10 Plant, Vehicles and Equipment (PVE) 7
598 Assets Under Construction 2,128
7,361 Total Capital Expenditure 7,663
Funded by:
1,524 Usable capital receipts 294
2,218 Revenue contributions 3,569
246 External grants and contributions 246
3,373 Major Repairs Reserve 3,554
7,361 Total Funding 7,663
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HRADS.

Capital Receipts

During the year capital receipts totalling £2.6m were received in respect of
dwellings sold, of which £0.4m was repaid to DCLG under the pooling regime.
The un-pooled element of capital receipts are retained for financing housing
capital investment and regeneration works

2016/17 Capital Receipts 2017/18
£000 £000
2,065 Sale of dwellings under Right to Buy 2,624
(597) Amounts pooled to Central Government (422)
1,468 Net Capital Receipts 2,202

HRAG.

Depreciation & Impairment Charges

Council Dwellings are depreciated on a straight line basis over the
their useful economic life. The charge for the year was £2.7m.

period of

The charge for depreciation of £0.1m on non council dwellings has been
calculated on a straight line basis over the period of their useful economic life.

Charges for impairment of £4.4m have been made during 2017/18. This
included an amount of £4.3m where the expenditure on capital assets has not
produced a similar increase in the value of the asset and £0.1m in respect of
dwellings, part of the Regeneration Scheme at Tinkers Green, no longer
available for letting.

HRAY.

HRA Pensions Reserve
2016/17 Pensions 2017/18
£000 £000
Difference between current service cost of
pensions and past service cost in accordance
293 with IAS 19 and actual employers' contributions 667
877 Interest on share of pensions liability 727
(544) Expected return on share of assets (474)
626 Total 920

Paged 56



HRA8. Rent Arrears

2016/17 Rent Arrears 2017/18
£000 £000
1,601 Gross arrears 1,180
8.9% Gross arrears as percentage of gross rent income 6.7%

Of the rent arrears, 51.6% (37.5% - 2016/17) refer to former tenants.

2016/17 Provision for Bad Debts 2017/18
£000 £000

Rent Arrears

1,208 Balance at 1st April 2017 1,324
143 Contribution from / (to) HRA in year 152
27) Written off in year (106)

1,324 As at 31st March 2018 1,370

Sundry Debtors
31 Balance at 1st April 2017 27

3) Contribution from / (to) HRA in year 4)
D Written off in year -

27 Balance at 31st March 2018 23

1,351 Total Provision for Bad Debts 1,393
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8GT abed

Collection Fund

The Collection Fund statement shows the transactions of the Authority, as billing authority, in relation to the collection of Council
Tax income on behalf of Staffordshire County Council, the OPCC, the Stoke on Trent and Staffordshire Fire and Rescue Authority
and this Authority's General Fund together with non-domestic rates collected on behalf of the Government, Staffordshire County

Council, the Stoke on Trent and Staffordshire Fire and Rescue Authority and this Authority's General Fund.

2016/17 2016/17 2016/17 Collection Fund Income and Expenditure 2017/18 2017/18 2017/18
Council Statement Council
Tax NNDR Total Tax NNDR Total
£000 £000 £000 £000 £000 £000
INCOME
(32,166) - (32,166) Income from Council Tax (33,921) - (33,921)
11 - 11 Transfers from General Fund - Council Tax benefits 9 - 9
- (35,785) (35,785) Income collectable from business ratepayers - (33,982) (33,982)
(32,155) (35,785) (67,940) Total Income (33,912) (33,982) (67,894)
EXPENDITURE
Precepts
3,381 - 3,381 - Tamworth Borough Council 3,517 - 3,517
3,713 - 3,713 - OPCC Staffordshire 3,821 - 3,821
1,470 - 1,470 - Stoke on Trent and Staffordshire Fire and Rescue Authority 1,509 - 1,509
22,757 - 22,757 - Staffordshire County Council 24,100 - 24,100
Business rates
- 13,262 13,262 - Tamworth Borough Council - 13,253 13,253
- 16,578 16,578 - Central Government - 16,567 16,567
- 332 332 - Stoke on Trent and Staffordshire Fire and Rescue Authority - 331 331
- 2,984 2,984 - Staffordshire County Council - 2,982 2,982
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6GT abed

2016/17 2016/17 2016/17 Collection Fund Income and Expenditure 2017/18 2017/18 2017/18
Council Statement Council
Tax NNDR Total Tax NNDR Total
£000 £000 £000 £000 £000 £000
- 92 92 Costs of Collection - 91 91
Bad and Doubtful Debts
130 146 276 - Provisions 129 59 188
- 1,206 1,206 - Provision for appeals - (24) (24)
Distribution of previous year's surpluses/deficits
82 (560) (478) - Tamworth Borough Council 81 338 419
92 - 92 - OPCC Staffordshire 89 - 89
36 (14) 22 - Stoke on Trent and Staffordshire Fire and Rescue Authority 35 8 43
541 (126) 415 - Staffordshire County Council 545 76 621
- (700) (700) - Central Government - 423 423
32,202 33,200 65,402 Total Expenditure 33,826 34,104 67,930
47 (2,585) (2,538) (Surplus)/ Deficit for the year (86) 122 36
(1,415) 1,773 358 Fund Balance Brought Forward (1,368) (812) (2,180)
(1,368) (812) (2,180) Fund Balance at 31st March 2018 (1,454) (690) (2,144)
Analysis of Fund Balance (Surplus)/ Deficit
(247) (325) (472) - Tamworth Borough Council (153) (276) (429)
(160) . (160) - OPCC Staffordshire (169) - (169)
(64) (8) (72) - Stoke on Trent and Staffordshire Fire and Rescue Authority (66) @) (73)
(997) (73) (1,070) - Staffordshire County Council (1,066) (62) (1,128)
- (406) (406) - Central Government - (345) (345)
(1,368) (812) (2,180) Total (1,454) (690) (2,144)
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NOTES TO THE COLLECTION FUND

CF 1. NNDR Rateable Value

The rateable value of Non Domestic properties in the Borough as at 31%' March

2018 was £81,531,830 (£78,997,744 at 31% March 2017).

The NNDR multiplier for 2017/18 was 47.9p in the pound (49.7p - 2016/17). The
qualifying small business multiplier for 2017/18 was 46.6p in the pound (48.4p -

2016/17).

CF 2. Council Tax Base Calculation

The Council base was as follows:

Adjusted Adjusted
Property . Property
Number of Base Calculation of Ctax Base Number of Base
Chargeable (Band D Chargeable (Band D
Properties  Equivalent) Properties  Equivalent)
2016/17 2016/17 2017/18 2017/18
Valuation Band (Multiplier)
22 12 A - Disabled Relief Reduction (5/9) 22 12
8,071 5,381 A - (6/9) 8,106 5,404
10,666 8,296 B - (7/9) 10,628 8,266
5,040 4,480 C-(8/9) 5,033 4,474
3,334 3,334 D - (9/9) 3,359 3,359
1,623 1,984 E - (11/9) 1,665 2,035
391 565 F - (13/9) 399 576
56 93 G - (15/9) 61 102
2 5 H - (18/9) 2 5
(2,797) LCTS ADJUSTMENT (2,688)
29,205 21,353 | Totals 29,275 21,545
97.90% | Assumed Collection Rate 97.90%
20,904 Total Taxbase 21,093
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CF 3. Authorities making precepts or demands on the fund

Council Tax
Distribution Distribution
of Previous Total of Previous Total
Years Movement Years Movement
Estimated on the Estimated on the
Surplus/ Collection Surplus/ Collection
Precept (Deficit) Fund Precepts Analysis Precept (Deficit) Fund
2016/17 2016/17 2016/17 2017/18 2017/18 2017/18
£ £ £ £ £ £
3,381,222 146,995 3,528,217 | Tamworth Borough 3,517,258 153,485 3,670,743
Council
3,712,758 160,640 3,873,398 | OPCC Staffordshire 3,821,217 169,299 3,990,516
1,470,178 63,541 1,533,719 | Stoke on Trent and 1,509,415 65,792 1,575,207
Staffordshire Fire and
Rescue Authority
22,757,129 997,358 | 23,754,487 | Staffordshire County 24,099,608 1,066,063 | 25,165,671
Council
31,321,287 1,368,534 | 32,689,821 | Total 32,947,498 1,454,639 | 34,402,137
NNDR
Distribution Distribution
of Previous Total of Previous Total
Years Movement Years Movement
Estimated on the Estimated on the
Business Surplus/ Collection Business Surplus/ Collection
Rates (Deficit) Fund Precepts Analysis Rates (Deficit) Fund
2016/17 2016/17 2016/17 2017/18 2017/18 2017/18
£ £ £ £ £ £
13,262,270 325,091 13,587,361 | Tamworth Borough 13,253,351 276,245 13,529,596
Council
331,557 8,127 339,684 | Stoke on Trent and 331,334 6,906 338,240
Staffordshire Fire and
Rescue Authority
2,984,011 73,146 3,057,157 | Staffordshire County 2,982,004 62,156 3,044,160
Council
16,577,837 406,364 | 16,984,201 | Central Government 16,566,688 345,303 16,911,991
33,155,675 812,728 | 33,968,403 | Total 33,133,377 690,610 | 33,823,987
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CF 4. NNDR credits

NNDR credit accounts relate to credit balances in the Collection Fund which
could not be repaid to the businesses concerned as they cannot be traced, have
not responded to efforts made to repay funds or no longer exist.

No credits have been transferred to the General Fund during 2017/18.

CF 5. Bad and Doubtful Debts

The following provisions and write offs were made in the year:

2016/17 Provision for Bad Debts 2017/18
£000 £000
Council Tax
1,174 Balance at 1st April 2017 1,223
131 Increase /(decrease) in provision 129
(82) Written off in year (118)
1,223 As at 31st March 2018 1,234

Business Rates

1,051 Balance at 1st April 2017 1,026

146 Increase /(decrease) in provision 59
(171) Written off in year (352)
1,026 As at 31st March 2018 733

CF 6. Appeals — Business Rates

The following provisions and settlements were made in the year:

2016/17 Provision for Appeals 2017/18
£000 £000

Business Rates

4,320 Balance at 1st April 2017 4,742
1,206 Increase /(decrease) in provision (24)
(784) Resolved in year (875)
4,742 As at 31st March 2018 3,843
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Annual Governance Statement 2017/18
What is Governance?

Governance comprises the arrangements put in place to ensure that the
intended outcomes for stakeholders are defined and achieved.

To deliver good governance in the Authority, both governing bodies (Members)
and individuals working for the Authority must try to achieve the Authority’s
objectives whilst acting in the public interest at all times.

Acting in the public interest implies primary consideration of the benefits for
society, which should result in positive outcomes for service users and other
stakeholders.

The Core Principles of Good Governance

The diagram below, taken from the International Framework: Good
Governance in the Public Sector (CIPFA/IFAC. 2014) (the “International
Framework”), illustrates the various principles of good governance in the public
sector and how they relate to each other.

G. Implementing good - ‘ C Defining outcomes

practices in transparency, in terms of sustainable

reporting, and audit, to economic, social, and

deliver effective environmental benefits
accountability

A. Behaving with
integrity, demonstrating
strong commitment to ethical
values, and respecting
the rule of law

F. Managing risks D. Determining the
and performance through B. Ensuring openness interventions necessary

robust internal control and comprehensive to optimize the
and strong public stakeholder engagement achievement of the
financial management intended outcomes

Developing the
entity’s capacity,
including the capability
of its leadership and the
individuals within it

127
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Responsibility

The Authority is responsible for ensuring that its business is completed in line
with the law and statutory legislation, and that public money is spent wisely and
properly accounted for. We will ensure that we continually improve the way we
provide our services whilst taking into account value for money.

We will ensure that we put in place proper arrangements to ensure our risks
are managed, and that controls and the governance process are in place.

We have approved and adopted a Code of Corporate Governance which is
consistent with principles of the CIPFA/SOLACE Framework Delivering Good
Governance in Local Government. The Code demonstrates the supporting
principles which underpin the core principles and identifies the assurance as
outlined in the Framework. It also demonstrates what level of assurance we
get and thus, identifies any areas for improvement. This forms the assurance
framework for good governance and demonstrates that we know our
governance arrangements are working. Links to all supporting evidence
identified in the assurance framework are contained within the Code of
Corporate Governance and are not repeated in this statement. The Code of
Corporate Governance document is available on the Council’s website.

Our Outcomes

Our desired outcomes for 2017-20 are detailed in the Corporate Plan. The
Corporate Plan details our Vision and sets out our Thematic Priorities.

Our Vision is:

“One Tamworth, Perfectly Placed — Open for business since the 7" century
AD”

Our thematic priorities are:

Living a Quality Life in Tamworth
Growing Stronger Together in Tamworth
Delivering Quality Services in Tamworth.

Under each thematic priority, we detail our ambitions and how we are going to
realise these. All outcomes we aim to achieve, along with changes we want to
see and supporting information are detailed in the Corporate Plan.

For each activity or process we complete, we ensure that the appropriate
governance arrangements are in place.
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1st Line of Defence
(Management Control)

e Managers Assurance Statements

fhe Assurance Framewt(
w shows how the Assurance Frame!

Annual Governance Statement (AGS) Published

Assurance Map Components
Ongoing assurance on adequacy and effectiveness of controls over key risks

Strategies, plans, risk registers,
policies and procedures
Performance Management and
reporting at functional/
operational level

Financial Management and
reporting at functional/
operational level
Operational risk registers —
Management/team meetings
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What have we done to monitor and evaluate the effectiveness of our governance
arrangements during 2017/18 and in 2018/19 to date.

The Authority has the responsibility for conducting, at least annually, a review of
the effectiveness of its governance framework including the system of internal
control.

The review of the effectiveness of the system of internal control is informed by:

e The work of Internal Audit which is detailed in the Head of Audit &
Governance Annual Report;

e Responsibility of Corporate Management Team for the development and
maintenance of the internal control environment; and

e Reports received from our External Auditors and any other review agencies
or inspectorates.

During 2017/18, the following actions have contributed to the evaluation of the
effectiveness of the governance arrangements;

e The Governance Group has reviewed and updated against the Code of
Corporate Governance in line with the principles of the CIPFA/SOLACE
Framework Delivering Good Governance in Local Government;

e Both the CIPFA Statement on the Role of the Chief Finance Officer and the
CIPFA Statement on the Role of the Head of Internal Audit were reviewed
and updated. Both officers comply with expected roles;

e The Head of Audit & Governance reports to the Audit & Governance
Committee on a quarterly basis and provides an opinion on the overall
effectiveness of the system of internal control based upon the work
completed. The statement for the 2017/18 financial year is as follows:

‘I am satisfied that sufficient internal audit work has been undertaken to allow
us to draw a reasonable conclusion as to the adequacy and effectiveness of
the organisation’s risk management, control and governance processes.
Overall in my opinion, based upon the reviews performed during the year, the
Authority has:

- adequate and effective risk management arrangements;
- adequate and effective governance; and
- has adequate and effective control processes.

e From the 1% April 2013, Internal Audit is required to comply with the Public
Sector Internal Audit Standards. As part of this requirement, Internal Audit
are required to complete an annual self-assessment against the Standards
and produce a Quality Assurance & Improvement Programme(QAIP) which
identifies areas for improvement both to ensure compliance with the
Standards and other quality areas. The self-assessment against the
standards and the QAIP are reported to the Audit & Governance Committee;
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Our External Auditors report to each Audit & Governance Committee. In their
Annual Audit Letter (2016/17), they gave an unqualified opinion on the
Statement of Accounts, an unqualified conclusion in respect of the Authority
securing economy, efficiency and effectiveness, and an unqualified opinion
on the production of the Whole of Government Accounts;

The Ombudsman report on the enquiries and complaints they received in
2016/17 was reported to the Audit & Governance Committee in October
2017;

Managers Assurance Statements have been completed by Directors and
Heads of Service (as was) and have not identified any significant control
issues;

The Corporate Risk Register is owned and reviewed on a quarterly basis by
the Corporate Management Team and reported in the Quarterly Healthcheck
to Cabinet and also reported in the risk management update to the Audit &
Governance Committee. There are no significant risks on the Corporate Risk
Register;

The Performance Management Framework ensures that the Financial
Healthcheck is reported to Cabinet on a quarterly basis and made readily
available on the Authority’s website;

The Authority retained The Code of Connection Certificate after completing
an annual assessment against the Code which included assessments against
governance, service management and information assurance conditions.
Compliance with the Code of Connection ensures access to the Public
Services Network;

In July 2017, the Office of the Surveillance Commissioner completed an
assessment of the Authority’s RIPA policy and procedures, the results of
which were reported to the Audit & Governance Committee in October 2017.
The Policy was reviewed and updated and approved by the Audit &
Governance Committee in February 2018. A quarterly update report is
presented to the Audit & Governance Committee on the use of RIPA powers.
During 2017/18, no RIPA authorisations were made;

Financial Regulations, Contract Standing Orders and Financial Guidance are
reviewed on a regular basis with the last review being approved by the Audit
& Governance Committee in March 2018 and made available to staff;

No issues were raised through the Counter Fraud and Corruption and
Whistleblowing Policies;

There were no data security breaches/lapses during the financial year;

To assist in a more co-ordinated approach to managing projects, a Corporate
Project Management template and process has been devised and made
available to Officers;
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The governance framework for Information Services has been reviewed and
updated,;

We have put in place an action plan for the introduction of the General Data
Protection Rules which come into force in May 2018;

A self-assessment of the Audit & Governance Committee’s effectiveness was
completed on the 28™ March 2018;

The Chairs of the Audit & Governance and Scrutiny Committees submitted
their Annual Reports to Full Council,

The Authority complies with the Transparency Code;

Counter fraud work continues to be completed with the retained expertise of
in-house staff to investigate corporate fraud;

Internal Audit completes an annual assessment of the risk of fraud which is
reported to the Audit & Governance Committee. Assessments against the
CIPFA Code of Practice on Managing the Risk of Fraud and Corruption, the
Fighting Fraud & Corruption Strategy & Checklist have been completed.
Having considered all of the principles, we are satisfied that the Authority has
adopted a response that is appropriate for its fraud and corruption risks and
commits to maintain its vigilance to tackle fraud;

The Leader of the Council reported to Full Council on the22nd May 2018, in
compliance with the Local Authorities Executive Arrangements) (Meetings &
Access to Information) Regulations 2012, that one urgent executive decisions
has been made for the period to 30 April 2018;.

In compliance with the Localism Act 2011, a report was presented to Full
Council in May 2018 advising them of the number of complaints received
regarding Members Conduct;

The appointments of the Chief Executive and the Head of Paid Service and
appointments of Statutory positions including the senior management review
were approved by Council in Junes 2018;

The review of the Constitution and Scheme of Delegation was approved by
Council in June 2018;

The Anti-Money Laundering Policy was reviewed and approved by the Audit
& Governance Committee in February 2018;

The Diversity & Equalities Scheme 2015-19 was approved by Cabinet in July
2017; The Pay Policy 2018 was approved by Council in May 2018;
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e In the last eighteen months, activity has progressed around the

implementation of the organisation’s response to the General Data Protection
Regulations (GDPR). This has seen a project group formed to manage the
implementation and a Corporate Information Governance Group representing
all services within the organisation. Awareness has been raised through
corporate communications, distribution of merchandise such as stationery
and desk calendars and delivery of information through InfoZone. Specialist
staff have been trained to practitioner level to ensure local knowledge for the
implementation and subsequent maintenance. These officers have also been
formally nominated as Data Protection Officer and Deputy Data Protection
Officer. An Information Asset Register has been developed internally which
holds details of approximately 500 datasets held by the organisation. This
register will produce information such as retention schedules and disposal
logs. Mandatory training has been developed for all staff and delivered
through a combination of e-learning, classroom sessions and information
dissemination through InfoZone. A notification process has been developed
to ensure that staff can recognise potential and actual security breaches and
ensure that notifiable incidents are handled appropriately. Web pages are
being redesigned based on feedback from the organisation that the original
pages weren’t appropriate. An Information Security Policy is being developed
which will be disseminated through NetConsent in 2018;

Partnership working arrangements continue to strengthen and further develop
with both our statutory and community and voluntary sector partners. A
number of projects and new ways of working have been developed in
2017/18. The Place Based Approach continues to grow and further develop;
this is a collaborative partnership approach that uses multi skilled teams,
universal services, voluntary sector organisations, and communities at the
right time to improve outcomes for children, young people, vulnerable people
and our community. As part of this Place Based Approach we have been
working in partnership to identify community and voluntary sector
organisations that can offer children, families and vulnerable people help and
support at the earliest opportunity. We are currently exploring the most
effective ways to share this information with our partners and communities.
We value our community and voluntary sector and the work they do within our
community. We contribute to the sector through funding projects that support
the vision and corporate priorities of the Council. In 2017/18 we awarded a
total of 34 grants through our Community and Voluntary Sector Grant
Programme and our Arts Grant Programme; the total value of this funding
was £17,766.02;

Work is continuing on a number of actions to address the financial position in
future years:

o Delivering Quality Services project — the demand management
approach to shift demand to more efficient methods of service
delivery — online and automation (Interactive Voice Response). A
savings target of £100k p.a. has already been included within the
MTFS together with reduced CRM costs of £62k p.a. from 2019/20;
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Recruitment freeze — where possible, temporary 12 month
appointments are now only being made; there is a robust challenge /
re-justification process in place for all vacant posts with a requirement
to investigate alternative options including restructuring to fill
vacancies / looking at what we can stop doing;

The Senior Management Review saw the restructuring of the senior
management roles and responsibilities to meet future needs whilst
delivering savings;

Spend freeze — Managers have previously been required to restrict /
limit spending to essential spend only (there was a £1.6m
underspend in 2016/17 — although the majority was windfall income,
c. £0.57m was lower level underspend). Savings of over £150k p.a.
have been included within the MTFS;

Alternative investment options arising from the Commercial
Investment Strategy (as well as the Treasury Management
Investment  Strategy, including any prudential borrowing
opportunities) to generate improved returns of c. 5% p.a. (plus asset
growth) including:

o Set up of trading company to develop new income
streams;

o Local investment options — Lower Gungate / Solway
Close development including the potential to drawdown
funding from the Local Growth Fund / Local Enterprise
Partnerships (GBS and Staffordshire);

o Investments in a Diversified Property Fund;

Review of reserves / creation of fund for transformation costs (if
needed), and

Targeted Savings — to identify potential areas for review in future
years.

e The Authority has both a moral and legal obligation to ensure a duty of care for
children and adults with care and support needs across its services. We are
committed to ensuring that all children and adults with care and support needs
are protected and kept safe from harm whilst engaged in services organised
and/or provided by the Council. We do this by:

Having a Safeguarding Children & Adults at Risk of Abuse & Neglect
Policy and procedures in place;

Having Safeguarding Children & Adults Processes which give clear,
step-by-step guidance if abuse is identified,;

Safeguarding training programme in place for staff and members;
Carrying out of the appropriate level of Disclosure and Barring Service
(DBS) checks on staff and volunteers;

Working closely with Staffordshire Safeguarding Children’s Board &
Staffordshire & Stoke-on-Trent Adult Safeguarding Partnership.
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The Authority recognises that it has a responsibility to take a robust approach
to slavery and human trafficking. In addition to the Authority’s responsibility as
an employer, it also acknowledges its duty as a Borough Council to notify the
Secretary of State of suspected victims of slavery or human trafficking as
introduced by section 52 of the Modern Slavery Act 2015. The Authority is
committed to preventing slavery and human trafficking in its corporate activities
and to ensuring that its supply chains are free from slavery and human
trafficking. The Authority has included modern slavery and human trafficking
information within the corporate safeguarding policy and training. The Council
will continue to develop and strengthen its approach to modern slavery and
trafficking in 2018/19. The Tamworth Vulnerability Partnership continues to
meet each morning to ensure that partner organisations are working together
to coordinate efforts to support children, young people, families and vulnerable
people across Tamworth.

Declaration

We have been advised on the implications of the result of the review of the
effectiveness of the Governance Framework by the Audit & Governance
Committee and that the arrangements continue to be regarded as fit for
purpose. The significant governance issues highlighted in the 2016/17
Annual Governance Statement still remain significant issues during
2017/18 with additional governance issues highlighted during 2017/18 and
are detailed at Annex 1 with actions completed to date to address the
issues. Other minor issues highlighted through the assurance gathering
process have been noted with planned actions to address these issues.
Monitoring of the completion of all these issues will be completed through
reporting to the Audit & Governance Committee.

We propose over the coming year to take steps to address those matters
raised to further enhance our governance arrangements. 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
operations as part of our next review.

Signed

D Cook A Barratt
Leader Chief Executive
Date

On behalf of the Authority

This information can be produced on request in other formats and languages. Please contact Internal Audit Services on
01827 709234 or email enquiries@tamworth.gov.uk

This is an electronic copy without an electronic signature. The original was signed as dated
above and a copy can be obtained from the Executive Director Finance
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Significant Governance Issues 2017/18

The significant governance issues identified in relation to the Authority achieving
its vision in 2016/17 remain significant issues for 2017/18 and are detailed below:

No

Issue

Action 2016/17

Update 2017/18

2.1 abed

1

Medium Term Financial
Strategy (MTFS)

Whilst actions have been
taken to ensure that the
MTFS remains balanced, this
is still a significant risk to the
Authority. Revenue Support
grant will be removed around
2020. Opportunities and risks
associated with the 100%
Business Rates Retention will
need to be identified. The
increasing demands of our
customers also need to be
considered.

Sustainability Strategy savings targets
approved as part of the Policy
Changes on an annual basis are
reviewed as part of the MTFS and
Budget setting process each year.

Quarterly updates are also provided to
Cabinet as part of the Performance
Management Framework and include
the delivery of planned savings,
additional National Non Domestic
Rates (NNDR) income and
government grants.

We await an update from the
Government on the revised timetable

on the 100% Business Rate Retention.

Work is continuing on a number of actions to address
the financial position in future years:

Delivering Quality Services Project — the
demand management approach to shift
demand to more efficient methods of service
delivery — online and automation (Interactive
Voice Response). A savings target of £100k
p.a. has already been included within the
MTFS together with reduced CRM costs of
£62k p.a. from 2019/20;

Recruitment freeze — where possible,
temporary 12 month appointments are now
only being made; there is a robust challenge /
re-justification process in place for all vacant
posts with a requirement to investigate
alternative options including restructuring to fill
vacancies / looking at what we can stop doing.
This means we have the opportunity to
increase the vacancy allowance from 5% to
7.5% c. £45k p.a. year on year for the General
Fund (E14k p.a. — HRA); It should be noted
that staffing in some services e.g. planning, are
key to the delivery of the Council’'s economic
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¢/ T abed

No

Issue

Action 2016/17

Update 2017/18

growth agenda and have significant demand
from the public and local businesses but can
also experience severe recruitment difficulties
— which may lead to the use of market
supplements to attract staff.

e Spend freeze — Managers have previously
been required to restrict / limit spending to
essential spend only (there was a £1.6m
underspend in 2016/17 — although the majority
was windfall income, c. £0.57m was lower level
underspend). Savings of over £150k p.a. have
been included within the MTFS;

e Alternative investment options arising from the
Commercial Investment Strategy (as well as
the  Treasury Management Investment
Strategy, including any prudential borrowing
opportunities) to generate improved returns of
c. 5% p.a. (plus asset growth) including:

o Set up of trading company to develop
new income streams;

o Local investment options - Lower
Gungate / Solway Close development
including the potential to drawdown
funding from the Local Growth Fund /
Local Enterprise Partnerships (GBS and
Staffordshire);

o Investments in a Diversified Property
Fund;

Note: these would represent long term
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No

Issue

Action 2016/17

Update 2017/18

/T abed

investments of between 5 - 10 vyears
(minimum) in order to make the necessary
returns (after set up costs).

e Review of reserves / creation of fund for
transformation costs (if needed), and

e Targeted Savings — to identify potential areas
for review in future years.

Uncertainty remains over the work progressing with
regard to business rates retention (and the associated
impact on the Council’s business rates income and
associated baseline and tariff levels) — it has recently
been announced that Councils will be able to retain
75% of business rates collected from 2020/21 rather
than 100% as previously planned. In addition, the
Government are also consulting on a review of the
distribution methodology, the ‘Fair Funding Review’
as well as the planned Business Rates Reset (when a
proportion of the growth in business rates achieved
since 2013/14 will be redistributed) - both of which will
also take effect from 2020/21. There is a high risk
that this will have a significant effect on the
Council’s funding level from 2020/21;

Regeneration/Capital
Projects

The Authority needs to ensure
that capital projects are
managed effectively to ensure
that they are delivered and

Cabinet have received updates on the
Commercial Investment Strategy
(CIS), and have approved a steering
group be formed comprising Members

Significant re-profiling of capital scheme spend is
forecast for 2017/18 into 2018/19 — c.£20m relating
mainly to Housing Regeneration Schemes, works to
High Rise flats and the works at the Assembly
Rooms.
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No

Issue

Action 2016/17

Update 2017/18

G/ T abed

grant monies are spent
appropriately and timely.

There is a risk that developers
will not develop timely in
accordance with the Local
Plan need.

and Officers to oversee the
implementation of projects delivered
within the CIS. The last meeting of this
group was May 2017.

Cabinet have also received regular
updates on projects that sit outside of
the CIS such as the Tinkers/Kerria
regeneration and the Enterprise
Quarter project.

Work has commenced on an inward
investment strategy which will assist in
encouraging growth and development
within the Borough.

The majority of this is beyond the control of the
Council and has been forecast with the reasons
understood.

It is anticipated that this spend will now occur during
2018/19 with firm plans in place for such but the

situation will be closely monitored and any potential
issues will be highlighted at the earliest opportunity.

Review of Asset Holdings and Asset Management
Plan

The Council’s Asset Management Plan will be
reviewed on an ongoing basis. This will identify any
assets held by the Council that are no longer either
required or fit for purpose and appropriate
recommendations made regarding retention for
alternative use or disposal.

The Corporate Asset Management Strategy was last
updated in 2015 relating to the following assets:

Asset Description Value
(31/03/15)

Investment Properties £14,588,052

Land and Buildings £6,537,500
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No

Issue

Action 2016/17

Update 2017/18

9/ T abed

| Total | £21,125552 |

It details an estimated 10 year maintenance cost for
each asset (totalling c.£8m) based on the
inspections that had been undertaken.

Long Term Strategic Plan

It has been identified that the Council, through the
Corporate Capital strategy and through the
development of a long term strategic plan, needs to
take a longer-term view of the assets required to
deliver its Corporate Plan priorities and to support its
Medium Term Financial Strategy (MTFS), including
spend required (and associated potential funding
streams) to address the identified maintenance and
repairs backlog for corporate assets.

Disabled Facilities Grants
There is a risk that the
Authority will not be fully
funded to deliver the need for
Disabled Facilities Grants.

The pan-Staffordshire position in
respect of the transfer of DFG Funding
from the Better Care Fund (BCF) held
by the County Council has not been
fully resolved and is currently being
reviewed through the Chief Executive
Group.

The contract for delivery of the pan-Staffordshire
delivery of DFG’s has now been tendered, evaluated
and the contract awarded for delivery commencing 1
April 2018.

The pan Staffordshire Partnership Board has been
set up which meets quarterly.
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No

Issue

Action 2016/17

Update 2017/18

Progress has been made on the ‘whole
systems’ review of the DFG processes.
We are currently working in a
Partnership Board with Districts and
County to progress the equitable
distribution.

For 2017/2018 allocation, we are
currently working with the County
Council on a ‘Pass Through
Agreement’ for the forthcoming year.
We have a statement from the County
Council identifying the current years
distribution, but there are a number of
deductions — Minor Works and the pro-
rata contribution towards the Project
Management costs of the ‘whole
systems review’. At the Chief
Executive Officer Group meeting on
13" July, 2017 the CEO of
Staffordshire County Council
undertook to take back these issues
and to press for a resolution ASAP.

The allocation of funding for 2018/19 will follow the
same principles as for the previous year while the
new contract beds in, and will be reviewed in time for
2019/20.
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Significant Governance Issues 2017/18

Issue

Action 2017/18

g/ T abed

Senior Management Review

The Authority has
commenced the first phase of
the Senior Management
Review. This has meant that
the most senior managers in
the organisation have been
offered the option to explore
voluntary redundancy. This is
because we need to reduce
the number of senior
managers in order to meet
budget deficits. All
applications for voluntary
redundancy together with the
supporting business cases
will be considered to see what
impact they will have on the
organisation which will help to
shape a potential new leaner
senior management structure.
However, we have recognised
there is a risk in the capacity
to deliver services with a
reduction in staffing numbers.

The Authority will continue to monitor and assess the capacity to deliver services
taking into account Delivering Quality Services.
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6.1 abed

As well as the potential for
reduced income and an
increase in bad debts, there
are additional impacts arising
from increased needs in
services — eg homelessness,
requirement for additional
support to vulnerable people,
increased issues of ASB etc
meaning an increase in
demand on 3™ sector and
statutory agency services.

No |lIssue Action 2017/18

2 GDPR
Whilst activity has progressed | A Project Group has been formed to manage the implementation of GDPR.
around the implementation of | Awareness has been raised through corporate communications, specialist staff
the organisation’s response to | have been trained to practitioner level to ensure local knowledge for the
the General Data Protection implementation and subsequent maintenance. Mandatory training is being
Regulations (GDPR), there developed for all staff.
are still significant risks
around potential data loss
resulting in a significant fine
and reputational damage.

3 Welfare & Benefit Reform
There is a risk of reduced | The Authority will continue to proactively manage and monitor corporate income
income corporately due to | levels on a monthly basis and report this to CMT. Staff will be trained to deal with
welfare  reform  changes | the impact and we will be commissioning 3" sector support as well as providing
(including council tax support | additional resources in key service areas. In addition, we will provide financial
scheme and Universal Credit | advice and support for vulnerable clients.
with further austerity
measures from the Welfare
reform Act 2015).
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GLOSSARY

Accrual

A sum included in the final accounts to cover income or expenditure attributable to the financial
year for goods or work done, but for which payment has not been received / made by the end of
that financial year.

Amortisation
A measure of the cost of economic benefits derived from intangible fixed assets that are consumed
during the period.

Balances
The total sum available to the Authority, including the accumulated surplus of income over
expenditure. Balances form part of the Authority’s reserves.

Balance Sheet
This shows the value as at the Balance Sheet date of the assets and liabilities recognised by the
Authority.

Business Rates Retention Scheme

This was introduced with effect from 1 April 2013, and requires the Authority to operate a
Collection Fund to account for Business Rates in a similar way to Council Tax. Rather than
collecting Business Rates on behalf of the Government, the Authority can now retain a share of the
Business Rates it collects, and pays out a share to Government, Staffs County Council and the
Stoke on Trent and Staffordshire Fire and Rescue Authority.

Capital Adjustment Account
This reserve reflects the difference between the cost of fixed assets consumed and the capital
financing set aside to pay for them.

Capital Expenditure
Expenditure on the acquisition and enhancement of significant fixed assets that will be of use or
benefit to the Authority in providing its services beyond the year of account e.g. land and buildings.

Capital Financing Requirement
This represents the Authority’s underlying need to borrow for capital purposes.

Capital Grants Unapplied

The Capital Grants Unapplied Account (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.

Capital Receipts
Proceeds from the sale of assets e.g. land or buildings, which may be used to finance new capital
expenditure or are payable to the Central Government Housing Capital Receipts Pool.
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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.

Cash and Cash Equivalents

Cash includes bank balances and on demand deposits. Cash Equivalents are short term, highly
liquid investments where the date of maturity is three months or less from the date of acquisition
that are readily convertible to cash with an insignificant risk of change in value.

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

CIPFA
The Chartered Institute of Public Finance and Accountancy (CIPFA) is the professional body for
accountants working in the public sector.

Code of Practice
The Code of Practice on Local Authority Accounting in the United Kingdom is produced by CIPFA
and complied with by local authorities in the production of the financial statements.

Collection Fund
A fund administered by the Borough Council into which Business Rates and Council Tax monies
are received and paid out to Government and precepting authorities.

Collection Fund Adjustment Account

The Collection Fund Adjustment 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 compared with the statutory arrangements for paying across amounts to
the General Fund from the Collection Fund.

Community Assets
The class of fixed assets held by the Authority in perpetuity that have no determinable useful life

and may have restrictions on their disposal, such as parks, historical buildings, works of art, etc.

Component Accounting

Where a Property, Plant or Equipment asset has major components, with a cost significant in
relation to the overall cost of the asset; materially different useful lives; and/or different methods of
depreciation, the components are separately identified and depreciated.

Comprehensive Income and Expenditure Statement
This statement shows the accounting cost in the year of providing services in accordance with
generally accepted accounting practices, rather than the amount to be funded from taxation.

Contingency
The sum of money set aside to meet unforeseen expenditure.

Contingent Assets

A contingent asset arises where an event has taken place that gives the Authority a possible asset
which will only be confirmed by the occurrence or otherwise of uncertain future events not wholly
within the Authority’s control. Contingent Assets are not recognised in the Balance Sheet but
disclosed in a note to the accounts where it is probable that there will be an inflow of economic
benefits or service potential.

Contingent Liabilities
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A contingent liability arises where an event has taken place that gives the Authority a possible
obligation, subject to uncertain future events not wholly within the Authority’s control. Contingent
liabilities are not recognised in the Balance Sheet but disclosed in a note to the accounts.

Creditors
Amounts owed by the Authority for work done, goods received or services rendered which have
not been paid for by the end of the financial year.

Current Service Cost
An estimate of the true economic cost of employing people in a financial year.

Debtors
Amounts due to the Authority for work done or services supplied, for which income has not been
received by the end of the financial year.

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.

Depreciation

The measure of the wearing out, consumption, or other reduction in the useful economic life of a
fixed asset, whether arising from use, passage of time or obsolescence through technical or other
changes.

Exceptional Items
A material item of income or expenditure, significant to an understanding of the Authority’s financial
performance, disclosed separately within the CIES or in a note to the accounts.

Financial Instruments Adjustment Account

An account which allows the adjustments relating to the accounting for Financial Instruments to be
managed in line with statute. It records the timing differences between the rate at which gains and
losses are recognised under the Code of Practice and the rate at which debits and credits are
required to be posted to the General Fund.

Fixed Assets
Tangible assets that yield benefits to the Authority for a period of more than one year.

General Fund Balance

The General Fund is the statutory fund into which all the receipts of an authority are required to be
paid and out of which all liabilities of the authority are to be met, except to the extent that statutory
rules might provide otherwise. These rules can 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
(however, the balance is not available to be applied to funding HRA services).

Housing Revenue Account Balance

The Housing Revenue Account Balance reflects the statutory obligation to maintain a revenue
account for local authority council housing provision in accordance with Part VI of the Local
Government and Housing Act 1989. It contains the balance of income and expenditure as defined
by the 1989 Act that is available to fund future expenditure in connection with the Council’s
landlord function or (where in deficit) that is required to be recovered from tenants in future years.
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IFRS

International Financial Reporting Standards (IFRS) are used for the production of accounts from
2010/11 onwards. The introduction of IFRS is intended to make the Statement of Accounts more
robust and comparable with other local authorities and the wider public sector.

Intangible Assets
Non-monetary assets that do not have physical substance but are controlled by the Authority as a
result of past events (e.g. software licences).

Investment Property

Under IFRS, investment property is defined as a property which is held exclusively for revenue
generation or for the capital gains that the asset is expected to generate - not used directly to
deliver the Authority’s services.

Joint Operations
These are activities undertaken by the Authority in conjunction with other venturers that involve the
use of the assets and resources of the venturers rather than the establishment of a separate entity.

Leasing
A method of financing capital expenditure where rental charges are paid over a specified period of
time. There are two main types of leasing arrangements:

(a) finance leases which transfer all the risks and rewards of ownership of a fixed asset to the
lessee and such assets are included within the fixed assets in the Balance Sheet;

(b) operating leases where the ownership of the asset remains with the lessor and annual rental is
charged direct to the revenue account.

Liabilities
Amounts due to individuals or organisations which will have to be paid some time in the future.
Current liabilities are usually payable within one year of the Balance Sheet date.

Major Repairs Reserve
The Major Repairs Reserve represents the long term average amount of capital spending required
to maintain the HRA Council housing stock in its current condition.

Materiality
An item is material if its omission, non disclosure or misstatement could be expected to lead to a
distortion of the view given by the financial statements.

Minimum Revenue Provision

The minimum amount which must be charged to a revenue account each year and set aside to
repay debt, presently 4% of the General Fund Capital Financing Requirement. No MRP is required
for the Housing Revenue Account.

Movement in Reserves Statement

This statement shows the movement in the year 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 reserves.

National Non Domestic Rates (NNDR)

The tax paid on non domestic properties, set annually by government. In previous years, this tax
was collected by billing authorities and paid over to the Government, with the Authority receiving a
share of the national pool as part of its resources used to meet total net expenditure. Under the
new scheme introduced with effect from 1% April 2013, local authorities now retain a proportion of
the Business Rates generated in their area.

147
Page 183



Non Current Assets Held For Sale
Non Current Assets held for sale are those where the value of the asset will be recovered mainly
by selling the asset rather than through its continuing use.

Pension Reserve

This absorbs the timing differences arising from the different arrangements for accounting for post
employment benefits and for funding benefits in accordance with statutory provisions.

Post Balance Sheet Events
Those events, both favourable and unfavourable, that occur between the Balance Sheet date and
the date on which the Statement of Accounts is signed by the responsible financial officer.

Prior Period Adjustments

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

Precept

This is a demand for payment made by Staffordshire County Council, OPCC Staffordshire and the
Stoke-on-Trent and Staffordshire Fire and Rescue Authority as a means of obtaining income. The
payment is met from the Authority’s collection fund and is based on the Council Tax base.

Provision
An amount set aside to meet a liability that is likely to be incurred, and a reasonable estimate can
be made, charged as an expense to the appropriate service line in the CIES.

Public Works Loans Board (PWLB)
A government agency that provides longer-term loans to local authorities, at interest rates below
market rate. It also acts as a lender of last resort (at a higher rate of interest).

Related Party
A related party is a body or individual that has control or joint control, or significant influence over
the Authority, or is a member of the key management personnel of the Authority.

Remuneration

All sums paid to or receivable by an employee and sums due by way of expenses allowances (as
far as those sums are chargeable to UK income tax) and the money value of any other benefits
received other than in cash.

Revenue Expenditure Funded from Capital Under Statute (REFCUS)

This is expenditure that is defined as Capital but where there is no matching asset in the accounts
- legislation allows the treatment of some expenditure as capital where it does not result in the
creation of a fixed asset. An example of this is where grants are awarded to third parties for capital
expenditure.

Revaluation Reserve
This reserve records the net gain from revaluations of the Authority’s plant, property and
equipment, and Intangible Assets, made after 1% April 2007.

Revenue Expenditure
The day-to-day expenditure incurred by the Authority in providing services. It is financed by
government grants, non-domestic rates, Council Tax and fees and charges.

Revenue Support Grant (RSG)
A general government grant in support of local authority expenditure.
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Specific Grants
Government Grants to local authorities in aid of particular projects or services.

Usable Reserves
The purpose of each usable reserve is detailed below:

General Fund Balance
These funds are available to meet the future running costs for the Authority for non-housing
services.

Housing Revenue Account
This reserve holds funds that are available to meet future running costs relating to the Authority's
housing stock.

Capital Receipts Reserve

This reserve holds all of the Authority's receipts generated from the disposal of Non Current Assets
and although this is in the usable reserves section, this reserve can only be used to finance new
capital investment or to repay debt.

Major Repairs Reserve
This reserve is to meet the capital investment requirements of the Authority's housing programme.

Capital Grants Unapplied
This reserve is used to hold capital grants without conditions or where conditions have been
satisfied, but the grant has yet to be used to finance capital expenditure.

Earmarked Reserves — General Fund / Housing Revenue Account

Earmarked Reserves are amounts set aside for a specific purpose in one financial year and carried
forward to meet expenditure in future years. Further details of the significant reserves within this
heading are shown in Note 10.
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Appendix to Comprehensive Income and Expenditure Statement

Chief Executive
Chief Executive

Executive Director Corporate Services
Executive Director Corporate Services
Benefits
Internal Audit

Director Finance
Accountancy
Corporate Finance
Financial Operations
Procurement
Revenue Services

Solicitor and Monitoring Officer
Solicitor to the Council
Children, Family and Safeguarding
Democratic Services
Land Charges
Mayoralty

Director Technology and Corporate Programmes
Civil Contingencies
Information Technology
Reprographics

Director Transformation and Corporate Performance
Communication and Public Relations
Customer Services
Organisational Development
Health And Safety
Payroll

Director Communities, Planning and Partnerships

Director Growth, Assets and Environment - General Fund
Assets and Environmental Services Business Support
Community Leisure
Asset Management
Community Safety
Environmental Health
Environmental Management
Joint Waste Arrangement
Strategic Planning and Development

150
Page 186



Director Of Housing and Health - General Fund

Community Engagement

Community Leisure

Health Agenda

Partnership Support and Development
Housing Strategy and Advice

Director Growth, Assets and Environment - HRA
Asset Management and Investment

Director Of Housing and Health - HRA
Landlord Services

HRA Summary

Housing Repairs
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Independent Auditor’s Report to the Members of Tamworth Borough Council
Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of Tamworth 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 Housing Revenue Account Income and Expenditure Statement, the Statement of Movement on
the Housing Revenue Account Balance, the Collection Fund Income and Expenditure Statement
and the 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 in the United Kingdom
2017/18.

In our opinion the financial statements:
e give a true and fair view of the financial position of the Authority as at 31 March 2018 and
of its expenditure and income for the year then ended;
¢ have been prepared properly in accordance with the CIPFA/LASAAC Code of Practice on
Local Authority Accounting in the United Kingdom 2017/18; and
e have 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 International Standards on Auditing (UK) (ISAs (UK))
and applicable law. Our responsibilities under those standards are further described in the
Auditor’s responsibilities for the audit of the financial statements section of our report. We are
independent of the Authority 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 have
fulfilled our other ethical responsibilities in accordance with these requirements. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Who we are reporting to

This report is 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 Statement of
Responsibilities of Auditors and Audited Bodies published by Public Sector Audit Appointments
Limited. Our 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 permitted by law, we do not accept or assume responsibility to anyone other than
the Authority and the Authority's members as a body, for our audit work, for this report, or for the
opinions we have formed.

Conclusions relating to going concern

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

¢ the Executive Director Finance’s use of the going concern basis of accounting in the
preparation of the financial statements is not appropriate; or

o the Executive Director Finance has not disclosed in the financial statements any identified
material uncertainties that may cast significant doubt about the Authority’s ability to
continue to adopt the going concern basis of accounting for a period of at least twelve
months from the date when the financial statements are authorised for issue.
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Other information

The Executive Director Finance is responsible for the other information. The other information
comprises the information included in the Statement of Accounts set out on pages 1 to 19 and 127
to 151, other than the financial statements and our auditor’s report thereon. Our 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 assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with
the financial statements or our knowledge of the Authority obtained in the course of our work
including that gained through work in relation to the Authority’s arrangements for securing value for
money through economy, efficiency and effectiveness in the use of its resources or otherwise
appears to be materially misstated. If we identify such material inconsistencies 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 other information. If, based on the work
we have performed, we conclude that there is a material misstatement of this other information, we
are required to report that fact.

We have 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 National Audit Office on behalf of the
Comptroller and Auditor General (the Code of Audit Practice) we are required to consider whether
the Annual Governance Statement does not comply with the ‘Delivering Good Governance in Local
Government: Framework (2016)" published by CIPFA and SOLACE or is misleading or
inconsistent with the information of which we are aware from our audit. We are not required to
consider whether the Annual Governance Statement addresses all risks and controls or that risks
are satisfactorily addressed by internal controls.

We have nothing to 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 Authority gained through our work in relation to the Authority’s
arrangements 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
Narrative Report and the Annual Governance Statement for the financial year for which the
financial statements are prepared is consistent with the financial statements.

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

e we have reported a matter in the public interest under section 24 of the Local Audit and
Accountability Act 2014 in the course of, or at the conclusion of the audit; or

e we have made 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

e we have exercised any other special powers of the auditor under the Local Audit and
Accountability Act 2014.

We have nothing to report in respect of the above matters.
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Responsibilities of the Authority, the Executive Director Finance and Those Charged with
Governance for the financial statements

As explained more fully in the Responsibilities for the Statement of Accounts set out on page 19,
the Authority is required to make arrangements for the proper administration of its financial affairs
and to secure that one of its officers has the responsibility for the administration of those affairs. In
this authority, that officer is the Executive Director Finance. The Executive Director Finance 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 in the United Kingdom 2017/18, which give a true and fair view, and
for such internal control as the Executive Director Finance determines is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud
or error.

In preparing the financial statements, the Executive Director Finance is responsible for assessing
the Authority’s ability to continue as a going concern, disclosing, as applicable, matters related to
going concern and using the going concern basis of accounting unless the Authority lacks funding
for its continued existence or when policy decisions have been made that affect the services
provided by the Authority.

The Audit Committee is Those Charged with Governance.
Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with ISAs (UK) will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error 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 statements.

A further description of our responsibilities for the audit of the financial statements is located on the
Financial Reporting Council’s website at: www.frc.org.uk/auditorsresponsibilities. This description
forms part of our 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 criterion issued by the
Comptroller and Auditor General in November 2017, we are satisfied that the Authority put in place
proper arrangements for securing economy, efficiency and effectiveness in its use of resources for
the year ended 31 March 2018.

Responsibilities of the Authority
The Authority is responsible for putting in place proper arrangements for securing economy,

efficiency and effectiveness in its use of resources, to ensure proper stewardship and governance,
and to review regularly the adequacy and effectiveness of these arrangements.
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Auditor’s responsibilities for the review of the Authority’s arrangements for securing
economy, efficiency and effectiveness in its use of resources

We are required under Section 20(1)(c) of the Local Audit and Accountability Act 2014 to be
satisfied that the Authority has made proper arrangements 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 securing economy, efficiency and
effectiveness in its use of resources are operating effectively.

We have 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 in November
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 securing economy, efficiency
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 undertook such work as we considered necessary to be satisfied that the
Authority 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 the Authority in
accordance with the requirements of the Local Audit and Accountability Act 2014 and the Code of
Audit Practice.

John Gregory

John Gregory
for and on behalf of Grant Thornton UK LLP
Appointed Auditor

Grant Thornton UK LLP
The Colmore Building
Colmore Plaza
Birmingham

B4 6AT

26 July 2018

This is an electronic copy of the opinion and certificate without an electronic signature. The original was
signed as dated above and a copy can be obtained from the Executive Director Finance.
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Agenda Iltem 8

AUDIT & GOVERNANCE COMMITTEE
26 JULY 2018
REPORT OF THE ASSISTANT DIRECTOR - PARTNERSHIPS
REGULATION OF INVESTIGATORY POWERS ACT 2000

Purpose

The Council’s Code of Practice for carrying out surveillance under the Regulation of

Investigatory Powers Act 2000 (RIPA) specifies that quarterly reports will be taken to
Audit & Governance Committee to demonstrate to elected members that the Council
is complying with its own Code of Practice when using RIPA.

Recommendation

That Audit and Governance Committee endorse the RIPA monitoring report for the
quarter to 30 June 2018.

Executive Summary

The Council has a number of statutory functions that involve officers investigating the
conduct of others with a view to bringing legal action against them. The Council has
also been given powers under the Regulation of Investigatory Powers Act 2000
(RIPA) which enable it to carry out Directed Surveillance in certain strict
circumstances. RIPA provides a legal framework for the control and regulation of
surveillance and information gathering techniques which public bodies such as
Tamworth Borough Council have to comply with. These powers have been amended
and changed in accordance with various pieces of legislation. The last change
resulted in a revised RIPA Policy being approved by the Council on 12 December
2017.

The Protection of Freedoms Act 2012 now requires that local authority authorisations
under RIPA for Directed Surveillance or CHIS can only become effective on the
granting of an order approving the authorisation by a Justice of the Peace. Further a
local authority can now only have an authorisation under RIPA for the use of
Directed Surveillance where the local authority is investigating criminal offences
which attract a maximum custodial sentence of six months or more or criminal
offences relating to the underage sale of alcohol or tobacco under the Licensing Act
2003 of the Children and Families Act 2014.

No Directed Surveillance has been carried out by the Council since 2011 and it is not
envisaged that there will be any appreciable change in the foreseeable future. By
adhering to Policy the Council ensure that the acquisition and disclosure of data is
lawful, necessary and proportionate so that the Council will not be held to be in
breach of Article 8 (the right to respect for private family life, home and
correspondence ) of the European Convention on Human Rights.

In July 2017 the Office of the Surveillance Commissioner (OSC) conducted an

inspection into the RIPA policy, procedures, documentation and training utilised at
the Council. Arising from the inspection it has been recommended that guidance
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regarding use of internet and SNS for research of persons and how this might meet
the requirement as directed surveillance or CHIS should be drawn up, inserted into
our policy and procedures and actively disseminated to staff.

Training took place in October 2017 for officers who previously had no RIPA training
and for members with refresher training being delivered for those officers previously

trained. Further training will be arranged through Netconsent. The feedback from the
training has been positive and going forward training for RIPA has been added to the
Corporate Training Programme.

The practice that quarterly reports on the use of RIPA powers be submitted to
Audit & Governance Committee will continue.

Options Considered

Obligations arsing under RIPA for the authority are statutory therefore there the only
option is compliance.

Resource Implications

Support for the RIPA obligations and functions are met from existing budget and
existing staff resources.

Legal/Statutory and Risk Implications

The recording of applications, authorisations, renewals and cancellations of
investigations using covert surveillance techniques or involving the acquisition of
communications data is covered by the Regulation of Investigatory Powers Act 2000.

The Regulation of Investigatory Powers Act was introduced to regulate existing
surveillance and investigation in order to meet the requirements of Article 8 of the
Human Rights Act. Article 8 states: Everyone had the right for his private and family
life, home and correspondence. There shall be no interference by a public authority
with the exercise of this right except such as in accordance with the law and is
necessary in a democratic society in the interests of national security, public safety
or the economic well-being of the Country, for the prevention of disorder or crime, for
the protection of health or morals, or for the protection of the rights and freedoms of
others.

RIPA investigations can only be authorised by a local authority where it is
investigating criminal offences which

(1) attract a maximum custodial sentence of six months or more or
(2) relate to the sale of alcohol or tobacco products to children.

There are no risk management or Health and Safety implications.
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Sustainability Implications

The legislation requires the Authority to record and monitor all RIPA applications,
keep the records up to date and report quarterly to a relevant Committee.

Background Information

The RIPA Code of Practice produced by the Home Office in April 2010 and updated
in January 2016 introduced the requirement to produce quarterly reports to elected
members to demonstrate that the Council is using its RIPA powers appropriately and
complying with its own Code of Practice when carrying out covert surveillance. This
requirement relates to the use of directed surveillance and covert human intelligence
sources (CHIS).

The table below shows the Council’s use of directed surveillance in the current
financial year to provide an indication of the level of use of covert surveillance at the
Council. There have been no applications under RIPA in the period from 1 April 2018
to 30 June 2018.

The table outlines the number of times RIPA has been used for directed surveillance,
the month of use, the service authorising the surveillance and a general description
of the reasons for the surveillance. Where and investigation is ongoing at the end of
a quarterly period it will not be reported until the authorisation has been cancelled. At
the end of the current quarterly period there were no outstanding authorisations.
There have been no authorisations for the use of CHIS.

Financial year 2018/19

Month Service Reason

No applications

Background papers

None

If Members would like further information or clarification prior to the meetingplease contact Jo Sands, Assistant
Director - Partnerships on Ext.585
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Agenda Item 9

AUDIT AND GOVERNANCE COMMITTEE
THURSDAY, 26 JULY 2018
REPORT OF THE ASSISTANT DIRECTOR FINANCE
RISK MANAGEMENT UPDATE
EXEMPT INFORMATION
None
PURPOSE

To report on the Risk Management process and progress to date for the current
financial year.

RECOMMENDATIONS

That the Committee endorses the Corporate Risk Register.

EXECUTIVE SUMMARY

One of the functions of the Audit & Governance Committee is to monitor the
effectiveness of the authority’s risk management arrangements, including the actions
taken to manage risks and to receive regular reports on risk management. Corporate
risks are identified and will be managed and monitored by the Corporate
Management Team (CMT) on a quarterly basis and reported to this Committee.

As reported to Audit and Governance Committee on 28™ March 2018, CMT have
fundamentally reviewed the Corporate Risk Register. Corporate risks have been
assigned to relevant members of the Corporate Management Team. Through regular
review, risks may be added or removed from the Corporate Risk Register. The
Summary Corporate Risk Register is attached as Appendix 1 and the detailed
register for information is attached as Appendix 2.

RESOURCE IMPLICATIONS

None

LEGAL/RISK IMPLICATIONS BACKGROUND

None

SUSTAINABILITY IMPLICATIONS

None

BACKGROUND INFORMATION

None
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REPORT AUTHOR

Lynne Pugh, Assistant Director Finance, ex 272
LIST OF BACKGROUND PAPERS

None

APPENDICES

Appendix 1 Summary Corporate Risk Register
Appendix 2 Detailed Corporate Risk Register
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Corporate Risk Register 2018/19 TOm_lJorTh

Generated on: 18 July 2018 Borough Council

Title Description
Finance To ensure that the Council is financially sustainable as an organisation
Risk Gross Gross Risk Assessment Current Current Risk Assessment Date Reviewed
Risk Risk
Status Status
Funding gaps . 12 major - likely A 9 serious-likely 16-Mar-2018
Business Rates Retention . 12 major - likely (A 9 serious-likely 16-Mar-2018
Q-? New Homes Bonus Q 9 serious-likely A 6 serious-unlikely 16-Mar-2018
«Q
(@ Brexit . 16 major - very likely . 12 serious - very likely 16-Mar-2018
(© Welfare and Benefit Reform . 12 serious - very likely A 9 serious-likely 10-Apr-2018
O ,
Failure to manage budgets . 12 major - likely (A 6 serious-unlikely 20-Jun-2017
Title Description
Modernisation & Develop and implement continuous improvement and develop employees to perform the right work
Commercialisation Agenda
Risk Gross Gross Risk Assessment Current Current Risk Assessment Date Reviewed
Risk Risk
Status Status
Contract Management & Procurement Q 6 serious-unlikely @ 4 significant-unlikely 20-Jun-2017
Management of Assets Q 6 significant-likely @ 4 significant-unlikely 20-Jun-2017



Risk Gross Gross Risk Assessment Current Current Risk Assessment Date Reviewed

Risk Risk
Status Status
New Revenue Streams . 12 serious - very likely A 9 serious-likely 20-Jun-2017
Workforce Planning Challenges A 9 serious-likely A 6 serious-unlikely 20-Jun-2017
Continuous Improvement A 6 serious-unlikely @ 4 significant-unlikely 20-Jun-2017
Partnerships fail A 9 serious-likely A 6 serious-unlikely 16-Jan-2018
Title Description
Governance Ensure that processes, policies and procedures are in place and the authority is held to account
0 . . ,
Q@ Risk Gross Gross Risk Assessment Current Current Risk Assessment Date Reviewed
Q Risk Risk
® o -
NG 4a us 4a us
8 Democratic Process A 9 serious-likely A 9 serious-likely 03-Apr-2018

Assurance Process 9 serious-likely 6 significant-likely 03-Apr-2018

Legislation 12 serious - very likely 6 serious-unlikely 03-Apr-2018

& &
J AN

Policies & Procedures . 12 serious - very likely A 6 serious-unlikely 03-Apr-2018
. v

Ethics 12 serious - very likely 4 significant-unlikely 03-Apr-2018
Title Description
Community Focus To ensure the safety, health and wellbeing of the citizens of the borough
Risk Gross Gross Risk Assessment Current Current Risk Assessment Date Reviewed
Risk Risk
Status Status



Risk

Community Cohesion & Engagement

Safeguarding Children & Adults (including Modern Slavery)

Emergency Planning

Title

Description

Gross
Risk
Status

Gross Risk Assessment

12 serious - very likely
12 major - likely

12 major - likely

Current
Risk
Status

AN

Economic Growth & Sustainability To ensure that the economic growth and sustainability of the borough is maintained

Risk

Regeneration

Housing Needs

TOg abed

Economic Changes

Demographics

Title

Information Safeguarding

Risk

Data Protection

Cyber Security

Description

To ensure that our data is protected

Gross
Risk
Status

P 00 ®

Gross
Risk
Status

Gross Risk Assessment

12 serious - very likely
12 serious - very likely
12 major - likely

9 serious-likely

Gross Risk Assessment

12 major - likely

12 major - likely

Current
Risk
Status

e

Current
Risk
Status

Current Risk Assessment

9 serious-likely
6 significant-likely

6 serious-unlikely

Current Risk Assessment

9 serious-likely
9 serious-likely
9 serious-likely

9 serious-likely

Current Risk Assessment

9 serious-likely

8 major - unlikely

Date Reviewed

03-Apr-2018
03-Apr-2018

20-Jun-2017

Date Reviewed

20-Jun-2017
03-Apr-2018
20-Jun-2017

20-Jun-2017

Date Reviewed

20-Jun-2017

20-Jun-2017



20z abed

Risk

Business Continuity

Gross
Risk
Status

Gross Risk Assessment

12 major - likely

Current
Risk
Status

&

Current Risk Assessment

9 serious-likely

Date Reviewed

20-Jun-2017



Corporate Risk Register 2018/19

Generated on: 18 July 2018

Tamworth

Borough Council

Risk Code

CPR1819 1

Risk Title Finance

Current Risk Status

Description of Risk

To ensure that the Council

is financially sustainable as an organisation

Assigned To

Gross Risk Matrix

Risk Treatment Measures Implemented

Current Risk Matrix

Ho
| ®
@

Likelihood

Severity

Gross Risk Score

‘@hoss Severity

&goss Likelihood

N4

gss Risk Review
e

Current Risk Score

Current Severity

Current Likelihood

Last Risk Review Date

éb}\sequences

Vulnerabilities/causes

Risk Notes




Risk Code CPR1819 1.1 Risk Title Funding gaps Current Risk Status A
Description of Risk Assigned To Stefan Garner;
o =
2 2
Gross Risk Matrix = Risk Treatment Measures Implemented Current Risk Matrix =
3 -
Sewverity
Gross Risk Score 12 Medium term financial strategy Current Risk Score 9
Gross Severity 4 Quarterly healthcheck Current Severity
Gross Likelihood 3 Business Rates Collection Reserve - provision of reserve funding to mitigate Current Likelihood
impact of any changes in business rate income levels
T
Q
(@)
(9]
@
ss Risk Review . .
- 16-Mar-2018 Monitoring of the situation / regular reporting Last Risk Review Date |16-Mar-2018
A robust & critical review of savings proposals is required / undertaken before
inclusion within the forecast
Robust management of DFG referrals / funding levels
Inability to plan long term due to MTFS
There is a high risk that this will have a significant effect on the Council’s funding level from 2020/21.
Consequences

The main issue seems to be the increased risks associated with those Councils who are borrowing large sums to invest in commercial property activities.




Shortfall in grant funding / impact on General Fund revenue

Vulnerabilities/causes

Austerity cuts/Major variances to the level of grant/subsidy

Business rates retention — 75% retention of business rates collected from 2020/21 rather than 100% as previously planned.
Review of the distribution methodology, the ‘Fair Funding Review’ as well as the planned Business Rates Reset (when a proportion of the growth in business rates
achieved since 2013/14 will be redistributed) - both of which will also take effect from 2020/21.

Non achievement/delivery of substantial savings
Review of the Treasury Management Investment Guidance / Minimum Revenue Provision Guidance being carried out by DCLG - with a potential restriction of
investments by Councils given increased risk exposure.

Disabled Facilities Grants - increased demand / costs not in line with grant levels impacting on other funding sources, uncertainty over funding.

Risk Notes

G0z abed




Risk Code CPR1819 1.2 Risk Title Business Rates Retention Current Risk Status &
Description of Risk Assigned To Stefan Garner;
o =
2 2
Gross Risk Matrix = Risk Treatment Measures Implemented Current Risk Matrix =
3 -
Sewverity
Gross Risk Score 12 Current Risk Score 9
Gross Severity 4 Current Severity
T Robust estimates included to arrive at collection target. Ongoing proactive T
GI‘OSS leellhood 3 management & monitoring W|” Continue; Current leellhOOd
g;:s LU T2y 16-Mar-2018 Last Risk Review Date |16-Mar-2018
A4
Qnsequences Reduced levels of business rates income

ﬁlnerabilities/ causes

uncertainty over appeals, impact on collection levels, S31 grants, void property

Rigk Notes
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Risk Code

CPR1819 1.3

Risk Title

New Homes Bonus

Current Risk Status

a4

Description of Risk

Assigned To

Stefan Garner;

Gross Risk Matrix

Likelihoad

Risk Treatment Measures Implemented

Current Risk Matrix

Likelihood

Gross Risk Score 9

Gross Severity

Gross Likelihood

Gross Risk Review 16-Mar-2018

Date

Future levels included on a risk based approach in order to offset further grant
reductions / uncertainty over additional property numbers

Current Risk Score 6

Current Severity

Current Likelihood 2

Last Risk Review Date |16-Mar-2018

Consequences

Reduced levels of New Homes Bonus & Growth in CTax Income

\!:gnerabilities/ causes

Not achieving anticipated growth in new homes within the Borough and the associated dependency on the New Homes Bonus income

cwlsk Notes
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Risk Code CPR1819 1.4 Risk Title Brexit Current Risk Status |
Description of Risk Assigned To Stefan Garner;
o =
2 2
Gross Risk Matrix = Risk Treatment Measures Implemented Current Risk Matrix =
5 5
Sewverity Sewverity
Gross Risk Score 16 Current Risk Score 12
Gross Severity 4 Current Severity 3
Gross Likelihood 4 Implications reassessed as part of the budget setting process Current Likelihood 4
Gross Risk Review 16-Mar-2018 Last Risk Review Date |16-Mar-2018
Dafe
A
Q
«Q Reduced level of economic growth and further austerity/prosperity/downturn in the economy
(ggnse uences Changes to central government policy
N q EU grants cease
(@) Reduced interest base rate
(@)e) NNDR / CTax targets not achieved with increased bankruptcy / Liquidations

Vulnerabilities/causes

Severity of Brexit has increased the financial uncertainty for the UK -
reduced levels of economic growth, changes to central government policy, EU grants ceased, reduced interest, employment uncertainty

Risk Notes




Risk Code

CPR1819 1.5

Risk Title Welfare and Benefit Reform

Current Risk Status

Description of Risk

Welfare and Benefit Reform

Assigned To

Rob Barnes; Stefan
Garner;

o o
(=] =]
=] =]
Gross Risk Matrix % Risk Treatment Measures Implemented Current Risk Matrix %
= 5
Severity Sewverity
Gross Risk Score 12 Proactive management & monitoring of corporate income levels i.e. council tax, |Current Risk Score 9
Gross Severity 3 business rates (monthly review of target achievement) & housing rent Current Severity
— Extensive preparation including staff training T
Gross Likelihood 4 Task and Finish Group Current Likelihood 3
7 : Regular CMT updates
pross SO 20-Jun-2017 Provision of financial advice Last Risk Review Date |10-Apr-2018

mu) Reduced income / increased bad debts
T Additional impact arising from increased need for services - eg homelessness
q Greater demand on 3rd sector and statutory agency services
(o) Additional resource requirement to meet demand
N Reduced income corporately due to welfare reform changes (including council tax support scheme and Universal Credit with further austerity measures from

8nerabilities/ causes

Welfare Reform Act 2015) - impact on council tax, rent income etc
Implementation of Government policy at local level

Household hardship

Risk Notes




Risk Code

CPR1819 1.6

Risk Title

Failure to manage budgets

Current Risk Status

a4

Description of Risk

Failure to manage budgets

Assigned To

Stefan Garner;

o =
=] 2
(=) =]

Gross Risk Matrix = Risk Treatment Measures Implemented Current Risk Matrix =
= 5

Sewverity
Gross Risk Score 12 Current Risk Score 6
Gross Severity 4 Current Severity
T Budget planning & monitoring T

Gross Likelihood 3 Training Current Likelihood 2

g;‘;:s LS 20-Jun-2017 Last Risk Review Date |20-Jun-2017

Q\J’ Cuts in front line service provision

«Q Quality of service declines

C€Bnsequences Inability to meet on-going costs

N Budget overspends

[EEN Reputational issues

\gnerabilities/ causes

Risk Notes




Risk Code CPR1819 2 Risk Title Modernisation & Commercialisation Agenda Current Risk Status &

Description of Risk Develop and implement continuous improvement and develop employees to perform the right work Assigned To

Gross Risk Matrix Risk Treatment Measures Implemented Current Risk Matrix

Likelihood

Gross Risk Score Current Risk Score

Gross Severity Current Severity

Gross Likelihood Current Likelihood

Gross Risk Review Last Risk Review Date
Bgje

Qnsequences

Elnerabilities/ causes

R¥k Notes

=
=



Risk Code

CPR1819 2.1

Risk Title Contract Management & Procurement

Current Risk Status

V)

Description of Risk

Contract Management & Procurement

Assigned To

Stefan Garner;

Date

= o
L= Q
=] =]
Gross Risk Matrix = Risk Treatment Measures Implemented Current Risk Matrix =
= =
Sewverity
Gross Risk Score 6 Current Risk Score 4
Gross Severity Procurement function Current Severity
Gross Likelihood Contracts being reviewed under GDPR legislation to ensure due diligence and Current Likelihood
. . obligations met
Gross Risk Review 20-1un-2017 Last Risk Review Date |20-Jun-2017

QD Services not delivered
«Q Damage to reputation
Egnsequences Loss of quality service
N High exit costs

[EEN Efficiencies not gained
N Regulations not met

Vulnerabilities/causes

Benefit not realised

Failure to meet service delivery expectations

Partner has financial failure

Service delivery collapses

Third party supply chain failure

Contractor/partner under performs

Failure to assess and manage the risks arising from the use of third parties

Risk Notes
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Risk Code

CPR1819 2.2 Risk Title Management of Assets Current Risk Status

V)

Description of Risk

Management of Assets Assigned To

Andrew Barratt; Stefan
Garner

= =
[=] =]
=] Q
Gross Risk Matrix % Risk Treatment Measures Implemented Current Risk Matrix %
- 5
Sewverity
Gross Risk Score 6 Current Risk Score 4
Gross Severity 2 Asset management group Current Severity
—— Asset register A
Gross Likelihood 3 Potential to purchase land in other districts for development (subject to Potential | Current Likelihood
A q government restraints in the future)
pross L ey 20-Jun-2017 Last Risk Review Date |20-Jun-2017

Assets under utilised

Wilnerabilities/causes
|—\

LN

@pnsequences Income streams not maximised
(@) Decrease in asset value
(D

Assets not monitored
Assets not maintained
No land available for development opportunities

U
Risk Notes
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Risk Code

CPR1819 2.3

Risk Title New Revenue Streams

Current Risk Status

Description of Risk

New Revenue Streams

Assigned To

Stefan Garner;

o =
=] 2
(=) =]
Gross Risk Matrix = Risk Treatment Measures Implemented Current Risk Matrix =
= 5
Sewverity
Gross Risk Score 12 Current Risk Score 9
Gross Severity 3 Monitoring of the situation / regular reporting Current Severity
Gross Likelihood A robust & critical review of savings proposals is required / undertaken before  |current Likelihood
: . inclusion within the forecast
g;;:s LS 20-Jun-2017 Last Risk Review Date |20-Jun-2017
A
Qnsequences The main issue seems to be the increased risks associated with those Councils who are borrowing large sums to invest in commercial property activities
= Delivery of the planned Commercial Investment Strategy actions and associated improved investment returns of 4% p.a. arising from the investment of £24m
(9] \ ; : 4 :
nerabilities/causes from the capital receipt due to be received over the period 2016 - 2018 from the sale of the former golf course (to support the MTFS in the long term);
Y Review of the Treasury Management Investment Guidance / Minimum Revenue Provision Guidance being carried out by DCLG - with a potential restriction of
|: investments by Councils given increased risk exposure.
EEk Notes
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Risk Code

CPR1819 2.4 Risk Title Workforce Planning Challenges

Current Risk Status

Description of Risk

Workforce Planning Challenges

Assigned To

Anica Goodwin

Gross Risk Matrix

Risk Treatment Measures Implemented

Likelihoad

Current Risk Matrix

Likelihood

Gross Risk Score

(o]

Service reviews

Gross Severity

Regular communication
AGM

Gross Likelihood

Skills development

@ss Risk Review
e

HR policies and procedures

Financial regulations/procedures
Post entry training

Absence management policy
Healthshield and occupational health
Pre employment checks

20-Jun-2017

Current Risk Score 6

Current Severity

Current Likelihood 2

Last Risk Review Date |20-Jun-2017

(@) Gender pay reporting
() Regular updates with Trade Unions
N Workforce plan
= Strain on remaining staff
o1 Risk to service delivery
Industrial action
Increase in fraud
Consequences

Increase in grievances from staff

Inability to align skill levels

Pay and conditions below market conditions
Increased absence rates

Vulnerabilities/causes

Staff become overloaded

Low morale has impact on service delivery

Industrial unrest

Redundancy costs

Failure to communicate effectively

High sickness levels

Leadership capacity insufficient to drive change & transformation
Senior management review

Inequality

Unable to recruit to essential vacant posts

Risk Notes
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Risk Code

CPR1819 2.5

Risk Title

Continuous Improvement

Current Risk Status

V)

Description of Risk

Continuous Improvement

Assigned To

Anica Goodwin

o =
=] 2
(=) =]
Gross Risk Matrix = Risk Treatment Measures Implemented Current Risk Matrix =
= =
Sewverity
Gross Risk Score 6 Current Risk Score 4
Gross Severity Clear communications re change Current Severity
T Effective project management T
GI‘OSS leel'hood On_going transformational programmes Current leellhOOd
8 g Post Implementation Reviews
g;:s LU T 20-Jun-2017 P Last Risk Review Date |20-Jun-2017
A4
Change is not completed
@nsequences No strategic direction
(D

Vll‘ﬂnerabilities/ causes

No clarity around responsibilities and accountabilities

Lack of leadership
Work overload

Risk Notes
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Risk Code

CPR1819 2.6 Risk Title Partnerships fail

Current Risk Status

a4

Description of Risk

Partnerships

Assigned To

Rob Barnes; Andrew
Barratt

Gross Risk Matrix

Risk Treatment Measures Implemented

Likelihooe

Current Risk Matrix

Likelihood

Gross Risk Score

(o]

Gross Severity

w

Regular partnership service meetings

Gross Likelihood

3 Engagement with service realignments

Gross Risk Review
Date

Development of collaborative working
16-Jan-2018

Current Risk Score 6

Current Severity

Current Likelihood 2

Last Risk Review Date |16-]Jan-2018

Inability to provide service to the required level

@pnsequences Loss of service
(@) Lack of skilled resources
(D

Wilnerabilities/causes
I—\

Partnerships fail
Inability to provide resources to partnership service arrangements
Service arrangements provided by other partners cease

~J
Risk Notes

15




Ensure that processes, policies and procedures are in place and the authority is held to account

Likelihood

16




Risk Code

CPR1819 4.1 Risk Title Democratic Process

Current Risk Status

Description of Risk

Democratic Process

Assigned To

Ryan Keyte: Angela
Struthers

Gross Risk Matrix

Risk Treatment Measures Implemented

Likelihooe

Current Risk Matrix

Likelihood

Gross Risk Score

(o]

Regular review and update of Constitution

Gross Severity

Scheme of Delegation
Forward plan and key decisions

Gross Likelihood

3 Meetings open to the public

Gross Risk Review
Date

Training for Members
Audit & Governance Committee including Standards Committee)

20-Jun-2017 Scrutiny Committees

Current Risk Score 9

Current Severity

Current Likelihood 3

Last Risk Review Date |03-Apr-2018

v Constitution
g Damage to reputation
CDnsequences Legal challenge
Damage to reputation
N Financial impact on poor decisions
5 Failure to match social and political expectations

Vulnerabilities/causes

Failure to act on feedback

Ultra vires decisions

Lack of training/knowledge

Lack of documented procedures

Lack of commitment from officers and members

Failure to understand key decisions, legal/governance requirements
Inappropriate decision making

Changes to political control

Members resign from duties/as a member

Risk Notes
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Risk Code

CPR1819 4.2 Risk Title

Assurance Process

Current Risk Status

Description of Risk

Assurance Process

Assigned To

Angela Struthers; Ryan
Keyte

Gross Risk Matrix

Likelihooe

Risk Treatment Measures Implemented

Current Risk Matrix

Likelihood

Gross Risk Score

Gross Severity

Gross Likelihood

9 Internal Audit

External Audit

Audit & Governance Committee including Standards Committee)
3 Scrutiny Committees

ss Risk Review
e

Corporate fraud officer
20-Jun-2017 Section 151 Officer
Monitoring Officer
Policies and procedures

Annual Governance Statement & Managers Assurance Statements

Current Risk Score 6

Current Severity

Current Likelihood

Last Risk Review Date |03-Apr-2018

022 ai3ed

Consequences

Erosion in trust and confidence

Reputational damage

Lack of training/knowledge

Lack of documented procedures

Lack of commitment from officers and members
Damage to reputation

Increased demand for resources

Poor inspection/audit comments

Vulnerabilities/causes

Policies and procedures not followed
Lack of resources
Policies are not updated

Risk Notes
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Risk Code CPR1819 4.3 Risk Title Legislation Current Risk Status &
Description of Risk Legislation Assigned To Ryan Keyte
o o
2 2
Gross Risk Matrix = Risk Treatment Measures Implemented Current Risk Matrix =
= 5
Sewverity
Gross Risk Score 12 Current Risk Score 6
Gross Severity 3 Constitution & Scheme of Delegation with regular review and update Current Severity
T Solicitor to the Council T
Gross Likelihood Obligations under various legislation Current Likelihood 2
. g Monitoring of government reforms and changes in statute
SIS [ S 20-Jun-2017 gore 9 Last Risk Review Date |03-Apr-2018

Date

g-gnsequences

Non-compliance with legal requirements
Damage to reputation

Prosecution, fines

Legal challenge

Ultra vires decisions

Q
®
N
N
-

Vulnerabilities/causes

Lack of training/knowledge

Lack of documented procedures

Lack of commitment from officers and members
Non compliance with legislation

Lack of resources

Loss of key staff/members

Risk Notes
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Risk Code

CPR1819 4.4

Risk Title Policies & Procedures

Current Risk Status

Description of Risk

Policies & Procedures

Assigned To

Angela Struthers; Ryan
Keyte

= =
[=] =]
=] Q
Gross Risk Matrix % Risk Treatment Measures Implemented Current Risk Matrix %
= =
Severity
Gross Risk Score 12 Constitution & Scheme of Delegation with regular review and update Current Risk Score 6
Gross Severit 3 Regular review and update of financial guidance Current Severit
A4 Audit & Governance Committee including Standards Committee) Y
Gross Likelihood 4 Scrutiny Committees Current Likelihood 2
Annual Governance Statement & Managers Assurance Statements
U Whistleblowing Policy & Counter Fraud Policy
QD Money Laundering Policy
Q o : Section 151 Officer
@poss Risk Review 20-Jun-2017 Monitoring Officer , Last Risk Review Date |03-Apr-2018
%te Partnership Guidance Policy
N NetConsent for policy management and acceptance
N RIPA Policy & staff training
Data Protection Policy & staff training
Fraud
Consequences

Poor performance

Vulnerabilities/causes

Lack of training/knowledge

Lack of documented procedures
Lack of commitment from officers and members

Lack of resources

Risk Notes
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Risk Code CPR1819 4.5 Risk Title Ethics Current Risk Status @
.. - . ; Anica Goodwin; Angela
Description of Risk Ethics Assigned To Struthers
= =
2 ]
Gross Risk Matrix % Risk Treatment Measures Implemented Current Risk Matrix %
5 5
Severity Sewverity
Gross Risk Score 12 Current Risk Score 4
Gross Severity 3 Monitoring Officer Current Severity
S Declaration of interests, gifts & hospitality —
Gross Likelihood 4 Codes of Conduct for members and officers Current Likelihood
- - Policies and procedures
pross L ey 20-Jun-2017 Last Risk Review Date |03-Apr-2018

cEpsequences

Reputational damage

fab)

YDhInerabilities/causes

Lack of training/knowledge

Lack of documented procedures

Lack of commitment from officers and members
Lack of resources

N
&k Notes
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CPR1819 5 _Community Focus

To ensure the safety, health and wellbeing of the citizens of the borough

Likelihood

22




Risk Code

CPR1819 5.1 Risk Title

Community Cohesion & Engagement

Current Risk Status

Description of Risk

Community Cohesion & Engagement

Assigned To

Rob Barnes; Andrew
Barratt

D&e
Q

Tamworth advice centre
Dementia friendly status

= =
[=] =]
=] Q

Gross Risk Matrix % Risk Treatment Measures Implemented Current Risk Matrix %
5 5

Severity
Gross Risk Score 12 Locality working Current Risk Score 9
; ASB policy .
Gross Severity 3 Partnership working Current Severity
Gross Likelihood 4 Financial inclusion policy Current Likelihood 3
Community engagement - locality
5 . Corporate consultation database
Stz [ 20-Jun-2017 Participatory budgeting Last Risk Review Date |03-Apr-2018

«Q Long term costs

@ Not meeting/understanding users needs
N Increase in crime and disorder
Cshsequences Poor use of funding

o1 Increased tensions in the community

Failure to meet demand
Fear of perception of crime

Vulnerabilities/causes

Economic recession

Poverty

Welfare reforms

Services withdrawn

Communities become fragmented

Risk Notes
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Increase in demand

Risk Code CPR1819 5.2 Risk Title Scguarding Children & Adults (including Modem | current Risk Status |,
Description of Risk Safeguarding Children & Adults at Risk of Abuse & Neglect m(including Modern Slavery) Assigned To Joanne Sands
o =
2 2
Gross Risk Matrix % Risk Treatment Measures Implemented Current Risk Matrix %
3 -
Sewverity
Gross Risk Score 12 Policy in place Current Risk Score 6
Gross Severity 4 Training for staff and members Current Severity
S Appropriate risk assessments completed —
GI‘OSS leellhOOd Sen|or |eadersh|p Commltment current leel'hood
Gross Risk Review Safe recruitment process . X
Pgte 20-Jun-2017 Supervision of staff, contractors and volunteers Last Risk Review Date |03-Apr-2018
g Death, serious injury
D Legal challenge
sequences Loss of reputation
?@ q Prosecution
N Increase in inspection
»

Vulnerabilities/causes

Non-compliance with legislation

Lack of appropriate policy and procedures

Low awareness amongst staff and members

Lack of joined up case management

Case management systems unable to share data or support risk management
Lack of appropriate services

Gaps in service provision

Risk Notes
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Risk Code

CPR1819 5.3 Risk Title Emergency Planning

Current Risk Status

Description of Risk

Emergency Planning

Assigned To

Tina Mustafa

Gross Risk Matrix

e

Sewverity

Risk Treatment Measures Implemented

Likelihoad

Current Risk Matrix

O

Likelihood

Sewverity

Gross Risk Score

-
N

Emergency Plan in place

Gross Severity

Emergency planning training completed at various levels
Business Continuity Plans in place

N

Gross Likelihood

3 Comprehensive review of corporate business continuity with representation

/zc abed

Gross Risk Review
Date

across all directorates. Policy, terms of reference and testing schedule
Active engagement in Exercises

Insurance cover in place to cover exposure to financial loss.

Advice and guidance on Risk Management and Business Continuity on the
intranet

Emergencies advice available on website

Building- fire prevention controls in place and tested on a regular basis
Adequate physical security controls in place and reviewed on a regular basis.
IT business continuity plan in place and tested on a regular basis

Service impact analysis completed to rank priority of services

Corporate business continuity plan in place

All communication plans tested on a regular basis

Emergency plan tested on a regular basis

Business Continuity Group

Membership of Staffordshire CCU & Resilience Forum

Effective communication /ICT tools/ infrastructure eg mobile phones, laptops
Representation at newly formed CCU Strategic Leaders Meeting

Successful no notice test

Learning from recent incidents - informing preparedness

Comprehensive internal audit across BC and EP resulting in a number of agreed
management actions

Emergency Planning Admin all brought into ICT

Actual ICT Disaster recovered from within appropriate timescales
Attendance at SRF meetings

20-Jun-2017

Current Risk Score

(o))

Current Severity

Current Likelihood

Last Risk Review Date

20-Jun-2017

Consequences

Services not delivered

Damage to reputation

Civil Contingency Act requirements not met
Death

Destruction of property

25




Damage to the environment

Adverse affect on vulnerable groups

Public expectations of service delivery not met
Increased costs for alternative service delivery

Vulnerabilities/causes

Lack of integrated emergency arrangements making it difficult to react quickly to a disaster and provide the required support and essential service in line with the
requirements of the Civil Contingencies Act.

Failure to test plans

Failure to undertake training

Plans not activated

plans do not accurately identify the staffing/resources required

Implications of industrial action from other service providers ie Fire Service

Risk Notes

gze obed
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CPR1819 6 _Economic Growth & Sustainability

To ensure that the economic growth and sustainability of the borough is maintained

Likelihood

27




Reputational damage

Risk Code CPR1819 6.1 Risk Title Regeneration Current Risk Status &
Description of Risk Regeneration Assigned To Andrew Barratt
o o
2 2
Gross Risk Matrix = Risk Treatment Measures Implemented Current Risk Matrix =
= 5
Sewverity
Gross Risk Score 12 Current Risk Score 9
" Long term investment "
Gross Severity 3 Safe and secure estate Current Severity
Gross Likelihood Support to local businesses Current Likelihood
. . Tamworth and Lichfield for business
g;:s LS 20-Jun-2017 Town centre and tourism development Last Risk Review Date |20-Jun-2017
Q\J’ Deprivation
CaAnsequences Loss of footfall to retail areas
(9]

U nerabilities/causes
o

Lack of investment in the borough
No investment in the town centre

Ri‘;k Notes
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Risk Code CPR1819 6.2 Risk Title Housing Needs Current Risk Status &
Description of Risk Housing Needs Assigned To Rob Barnes
o o
2 2
Gross Risk Matrix = Risk Treatment Measures Implemented Current Risk Matrix =
3 -
Sewverity
Gross Risk Score 12 Current Risk Score 9
Gross Severity 3 Homelessness prevention activity Current Severity
T Homelessness services and preparation for HRA T
Gross Likelihood Third Sector support and early help development Current Likelihood
. g Investment and partnership to deliver new affordable homes
g;‘t’:s LU T2y 20-Jun-2017 Last Risk Review Date |03-Apr-2018

Impact of housing need and homelessness on households

Eulse uences Additional demand for Council services

D q Additional demand on 3rd Sector Statutory agencies
(@) Overcrowding and wellbeing impact of poor housing
D

%nerabilities/ causes
|_\

Lack of accessible homes
Lack of affordable homes
Poor conditions in the Private Sector
Increased homelessness

Risk Notes

29




Risk Code CPR1819 6.3 Risk Title Economic Changes Current Risk Status (3
Description of Risk Economic Changes Assigned To Andrew Barratt
o =
2 2
Gross Risk Matrix = Risk Treatment Measures Implemented Current Risk Matrix =
= 5
Sewverity
Gross Risk Score 12 Support to local businesses - Think Local Current Risk Score 9
" Business and economic partnership .
Gross Severity 4 Business growth programme Current Severity
Gross Likelihood 3 Tamworth & Lichfield for business Current Likelihood
i . Growth hub
Gross Risk Review 20-Jun-2017 Start up business grants for small business Last Risk Review Date |20-Jun-2017
Befe Tamworth enterprise centre
QD

No external funding to aid economy and growth

Vulnerabilities/causes

Economic prosperity declines
n n h .
CBnsequences Increased demand for social housing
’l\z Increased costs to council services due to increased demand
NI
N Failure to recognise economic changes

Sudden economic downturn affecting businesses
Loss of major employer in the region

Failure to recognise opportunities

Rapid increase in inflation

Changes in government funding/grants
Collapse/decline of property market

Risk Notes
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Risk Code

CPR1819 6.4

Risk Title Demographics

Current Risk Status

a4

Description of Risk

Demographics

Assigned To

Andrew Barratt

o =
=] 2
(=) =]
Gross Risk Matrix = Risk Treatment Measures Implemented Current Risk Matrix =
= =
Gross Risk Score 9 Current Risk Score 9
Gross Severity Current Severity
Gross Likelihood Current Likelihood
g:::s LU T2y 20-Jun-2017 Last Risk Review Date |20-Jun-2017

Q,B'lsequences
QD

Lower level of skills
Lower level of health

&ulnerabilities/causes
D

No investment in skills to the populous
Lack of healthcare to the populous

ﬁgk Notes

w
w
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CPR1819 7 _Information Safeguarding

To ensure that our data is protected

Likelihood

32




Risk Code

CPR1819 7.1

Risk Title Data Protection

Current Risk Status

a4

Description of Risk

Data Protection

Assigned To

Zoe Wolicki

DOte
jab)

Comprehensive training plan for staff and members
Privacy impact assessments completed for new

o =
=] 2
(=) =]
Gross Risk Matrix = Risk Treatment Measures Implemented Current Risk Matrix =
= 5
Sewverity
Gross Risk Score 12 Data protection training Current Risk Score 9
: Secure password protocol .
Gross Severity 4 IT physical controls Current Severity
Gross Likelihood 3 Current Likelihood
GDPR
Action plan for timely, controlled implementation
5 . Data Protection Officer
e 20-Jun-2017 Senior management support Last Risk Review Date |20-Jun-2017

(@) Projects/implementation/solutions
() B
sequences II:\_eputatlonal damage
R”_ " ine
(09)

ﬂﬂnerabilities/ causes

Human error
Virus/hacking

Risk Notes
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Risk Code

CPR1819 7.2

Risk Title Cyber Security

Current Risk Status

a4

Description of Risk

Cyber Security

Assigned To

Zoe Wolicki

o =
=] 2
(=) =]
Gross Risk Matrix = Risk Treatment Measures Implemented Current Risk Matrix =
3 -
Sewverity
Gross Risk Score 12 Data protection compliance and training Current Risk Score 8
" GCSX .
Gross Severity 4 PSN compliance Current Severity
Gross Likelihood 3 Physical security Current Likelihood
Business continuity plans
Penetration testing
. g Firewalls
éﬂ;:s L S 20-Jun-2017 Anti virus software Last Risk Review Date |20-Jun-2017
Up to date patching of servers & desktops
D Obligations being planned under GDPR
N Fine
W Reputational damage
@mequences Potential imprisonment

Loss of data
Inability to deliver service

Vulnerabilities/causes

Insecure IT equipment
Human error

Loss of equipment/data
Theft

Equipment failure
Hacking/viruses

Risk Notes
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Damage to the environment

Adverse affect on vulnerable groups

Public expectations of service delivery not met
Increased costs for alternative service delivery

Risk Code CPR1819 7.3 Risk Title Business Continuity Current Risk Status A
Description of Risk Business Continuity Assigned To Paul Weston;
o =
2 2
Gross Risk Matrix = Risk Treatment Measures Implemented Current Risk Matrix =
= 5
Sewverity
Gross Risk Score 12 Emergency plan in place Current Risk Score 9
: Business continuity plans in place -
Gross Severity 4 Insurance cover Current Severity
Gross Likelihood 3 Advice and guidance on risk management and business continuity Current Likelihood
Fire prevention controls
Physical building controls on place
5 . Communication plan
Gross Risk Review 20-Jun-2017 Business continuity group N Last Risk Review Date |20-Jun-2017
Date Membership of Staffordshire CCU & resilience forum
o)) Learning from previous incidents - informing level of preparedness
(@) Support from CCU Link Officer
@ Services not delivered
N Damage to reputation
w Civil contingency act obligations not met
~ Death
Consequences Destruction of property

Vulnerabilities/causes

Lack of integrated emergency arrangement making it difficult to react
Failure to test plans

Failure to undertake training

Plans not activated

Plans do not accurately identify the staffing/resources required
Implications of industrial action from other service providers eg fire service
Lack of staff engagement in BC Group

Risk Notes
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Agenda Item 10

AUDIT & GOVERNANCE COMMITTEE
26™ July 2018

Report of the Head of Audit & Governance

INTERNAL AUDIT UPDATE REPORT 2018/19 QUARTER 1
EXEMPT INFORMATION

None

PURPOSE

To report on the outcome of Internal Audit’s review of the internal control, risk
management and governance framework in the 1st quarter of 2018/19 — to
provide members with assurance of the ongoing effective operation of an
internal audit function and enable any particularly significant issues to be
brought to the Committee’s attention.

RECOMMENDATION

That the Committee considers the attached report and raises any issue
it deems appropriate.

EXECUTIVE SUMMARY

The Accounts and Audit Regulations 2015 require each local authority to
publish an Annual Governance Statement (AGS) with its Annual Statement of
Accounts. The AGS is required to reflect the various arrangements within the
Authority for providing assurance on the Internal Control, Risk Management
and Governance Framework within the organisation, and their outcomes.

One of the sources of assurance featured in the AGS is the professional
opinion of the Head of Audit & Governance on the outcome of service
reviews. Professional good practice recommends that this opinion be given
periodically throughout the year to inform the Annual Governance Statement.
This opinion is given on a quarterly basis to the Audit & Governance
Committee.

The Head of Audit & Governance’s quarterly opinion statement for Apr - Jun
2018 is set out in the attached document, and the opinion is summarised
below.

Audit Opinion.

| am satisfied that sufficient internal audit work has been undertaken to allow
us to draw a reasonable conclusion as to the adequacy and effectiveness of
the organisation’s Risk Management, Control and Governance processes.
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Overall in my opinion, based upon the reviews performed during the first
guarter of the 2018/19 financial year, the Authority has:

- Adequate and effective risk management arrangements;
- Adequate and effective governance; and
- Adequate and effective control processes.

Specific Issues

No specific issues have been highlighted through the work undertaken by
Internal Audit during the first quarter of 2018/19.

RESOURCE IMPLICATIONS

None

LEGAL/RISK IMPLICATIONS

Failure to report would lead to non-compliance with the requirements of the
Annual Governance Statement and the Public Sector Internal Audit
Standards.

SUSTAINABILITY IMPLICATIONS

None

BACKGROUND INFORMATION

None

REPORT AUTHOR

Angela Struthers, Head of Audit & Governance

LIST OF BACKGROUND PAPERS

None

APPENDICES

Appendix 1 Internal Audit Performance Report 2018/19

Appendix 2 Percentage of Management Actions Agreed 2018/19
Appendix 3 Implementation of Agreed Management Actions 2018/19
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INTERNAL AUDIT REPORT — 1st Quarter - 2018/19

1. INTRODUCTION

Internal Audit is an independent, objective assurance and consulting activity
designed to add value and improve an organisation's operations. It helps an
organisation accomplish its objectives by bringing a systematic, disciplined approach
to evaluate and improve the effectiveness of risk management, control and
governance processes. (Public Sector Internal Audit Standards)

Internal Audit’s role is to provide independent assurance to the Council that systems
are in place and are operating effectively.

Every local authority is statutorily required to provide for an adequate and effective
internal audit function. The Internal Audit service provides this function at this
Authority.

This brief report aims to ensure that Committee members are kept aware of the
arrangements operated by the Internal Audit service to monitor the control
environment within the services and functions of the authority, and the outcome of
that monitoring. This is to contribute to corporate governance and assurance
arrangements and ensure compliance with statutory and professional duties, as
Internal Audit is required to provide periodic reports to “those charged with
governance”.

2. PERFORMANCE AND PROGRESSION AGAINST AUDIT PLAN

The Internal Audit service aims as one of its main Performance Indicators (PI's) to
complete work on at least 90% of applicable planned audits by the end of the
financial year, producing draft reports on these where possible/necessary. Appendix
1 shows the progress at the end of 1st quarter of the year of the work completed
against the plan and highlights the work completed. The original audit plan identified
55 audits to be completed in the 2018/19 financial year. At the end of the 1st quarter
of the year, internal audit have commenced/completed 17 audits. This equates to
31% of the annual audit plan (specific reviews). In addition to the specific reviews, 4
implementation reviews and 5 further implementation reviews have been completed.

The service also reports quarterly on the percentage of draft reports issued within 15
working days of the completion of fieldwork. All (100%) of the draft reports issued in
this quarter of the year were issued within this deadline.

3. AUDIT REVIEWS COMPLETED 2018/19

Appendix 2 details the number of recommendations made. A total of 61
recommendations were made in the first quarter with 60 (98%) of the
recommendations being accepted by management.

The service revisits areas it has audited around 6 months after agreeing a final report

on the audit, to test and report to management on the extent to which agreed actions
have been taken. Four first implementation reviews were completed and five second
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implementation reviews were completed during the first quarter of 2018/19.
Appendix 3 details the implementation progress to date for the first quarter of the
financial year with 22% (9/40) implemented/partially implemented at 1st
implementation review and 51% (16/31) implemented/partially implemented at 2™
implementation review. Eight recommendations not implemented at 2"
implementation review were high priority and management have agreed revised
implementation dates for all outstanding recommendations. Internal Audit is fairly
satisfied with the progress made by management to reduce the level of risk and its
commitment to progress the outstanding issues.

4. INDEPENDENCE OF THE INTERNAL AUDIT ACTIVITY

Attribute Standards 1110 to 1130 in the Public Sector Internal Audit Standards
require that Internal Audit have organisational and individual independence and
specifically states that the Head of Audit & Governance must confirm this to the Audit
& Governance Committee at least annually. As performance is reported quarterly,
this confirmation will be provided quarterly.

The Head of Audit & Governance confirms that Internal Audit is operating
independently of management and is objective in the performance of internal audit
work.

OVERALL CURRENT INTERNAL AUDIT OPINION
| am satisfied that sufficient internal audit work has been undertaken to allow us to
draw a reasonable conclusion as to the adequacy and effectiveness of the

organisation’s Risk Management, Control and Governance processes.

Overall in my opinion, based upon the reviews performed during the first quarter of
the 2018/19 financial year, the Authority has:

- Adequate and effective risk management arrangements;

- Adequate and effective governance; and
- Adequate and effective control processes.

Specific issues:

There were no specific issues highlighted through the work of Internal Audit in the
first quarter of the 2018/19 financial year that would need to be highlighted as a
corporate risk.

Angela Struthers,
Head of Audit & Governance
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Appendix 1

Internal Audit Performance Report 2018/19 Quarter 1 TOmJJOI'Th

Report Type: Audit File Report Borough Council

Report Author: Angela Struthers
Generated on: 10 July 2018

Audit Status Description

| Started = 13
(249%)

o

QD

«Q Cormpleted = 4

® (7%)

N

N Mot started = 37 | .~ .| Cancelled =1

W (679%) (2%)

Title Directorate Description Audit Status Icon Audit Status Description Audit Assurance Type  Audit Assurance Level
Title Status Icon

Taxi Licences Assets & Environment % Started Risk based review

Joint Service Provision/ Corporate @ Not started System based review

SLA's

Performance Transformation & 0 Not started System based review

Management Corporate Performance



Title
IT Governance

Main Accounting &
Budgetary Control

Treasury Management
QTR 4 2017/18

Treasury Management
QTR 1 2018/19

Treasury Management

Q@RZ 2018/19

ﬁaasury Management
@R 3 2018/19

@:ditors &

PR curement

Debtors

Council Tax

NNDR

Payroll

Bank Reconciliation &

Cash Collection

Housing & Council Tax
Benefits

Directorate Description Audit Status Icon

Technology & Corporate ‘

Programmes

Finance

Finance

Finance

Finance

Finance

Finance

Finance

Finance

Finance

Transformation &

Corporate Performance

Finance

Finance

® ©6 6 6 6 6 6 6 & ¢ <

Audit Status Description Audit Assurance Type

Not started

Not started

Completed

Started

Not started

Not started

Not started

Not started

Not started

Not started

Not started

Not started

Not started

Title Status Icon

Information Technology

Main financial system -
interim

Main financial system - @
interim

Main financial system -
interim

Main financial system -
interim

Main financial system -
interim

Main financial system -
full

Main financial system -
interim

Main financial system -
interim

Main financial system -
interim

Main financial system -
interim

Main financial system -
interim

Main financial system -
interim

Audit Assurance Level



Title

Capital Strategy &
Programme
Management

Housing Rents

Property Contracts QTR

1

Property Contracts QTR

2

Property Contracts QTR

3

Ii’_?)perty Contracts QTR

Ih@using Repairs QTR 1
D

o1

Housing Repairs QTR 2
Housing Repairs QTR 3
Housing Repairs QTR 4
Organisation
Transformation

Health & Safety

Community Safety

Directorate Description

Finance

Housing & Health

Assets & Environment

Assets & Environment

Assets & Environment

Assets & Environment

Housing & Health

Housing & Health

Housing & Health

Housing & Health

Corporate

Transformation &

Corporate Performance

Communities, Planning

Audit Status lcon

® 8 & 0 ¢ ( ® O ¢ ¢ ©

(|
L3

Audit Status Description Audit Assurance Type

Not started

Not started

Completed

Started

Not started

Not started

Completed

Started

Not started

Not started

Not started

Not started

Cancelled

Title

Main financial system
interim

Main financial system
interim
Main financial system
interim

Main financial system
interim

Main financial system
interim

Main financial system
interim

Main financial system
interim

Main financial system
interim

Main financial system
interim

Main financial system
interim
System based review

System based review

Risk based review

Audit Assurance Level
Status lcon



Title

CCtv

Training & Development

Housing Regeneration &
Affordable Housing

Food Safety

Tourism & Town Centre

Ig& Communications
«Q

D
fagltered Housing

@tdoor Events

TIC
Safeguarding

Parks & Open Spaces,
Nature Reserves &
Sports Pitches

Community Leisure

Committee Decisions &
Reporting

Directorate Description

& Partnerships

Assets & Environment

Transformation &
Corporate Performance

Housing & Health

Assets & Environment

Directorate - Growth &
Regeneration

Transformation &
Corporate Performance

Housing & Health

Communities, Planning
& Partnerships

Transformation &
Corporate Performance

Solicitor & Monitoring
Officer

Communities, Planning
& Partnerships

Communities, Planning
& Partnerships

Solicitor & Monitoring
Officer

Audit Status lcon

C ® ¢ 80 © (O & O

Audit Status Description Audit Assurance Type

Started

Not started

Not started

Not started
Started

Not started

Not started

Not started

Started

Not started

Started

Not started

Started

Title

Risk based review

Risk based review

Risk based review

Risk based review

System based review

System based review

Risk based review

Risk based review

System based review

System based review

System based review

Risk based review

System based review

Audit Assurance Level

Status lcon



Title Directorate Description Audit Status Icon Audit Status Description Audit Assurance Type  Audit Assurance Level

Title Status Icon
Mobile Telephones Technology & Corporate ‘ Not started System based review
Programmes
Licences Assets & Environment w Started System based review
Pentana Application Technology & Corporate v Started Information Technology
Review Programmes
Academy Application Technology & Corporate @ Not started Information Technology
Review Programmes
Self Service Technology Technology & Corporate @ Not started Information Technology
Programmes
GDPR Technology & Corporate O Not started Information Technology
o Programmes
@ud Technology & Corporate ‘ Not started Information Technology
@ Programmes
S{ﬁial Media Technology & Corporate ‘ Not started Information Technology
~ Programmes
| Trent Application Technology & Corporate O Not started Information Technology
Review Programmes
Pension Contributions  Transformation & Q/ Started Compliance
Corporate Performance
DFG Assets & Environment w Completed Compliance @
Commercialism Corporate Q/ Started Consultancy
Commercial & Industrial 0 Not started
Properties
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Appendix 2
Percentage of Management Actions Agreed 2018/19 Quarter 1 Tomuor'l'h

Borough Council

Acceptance
Mot
Accepted = —— o
1(2%)

T
Q
«Q e Accepted =
D 60 (98%)
N
D
O
Audit Recommendation Code & Title Audit Recommendation Priority Audit Recommendation Acceptance
1718 Equals 4.01 Self-Assessment High Priority Not Accepted
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Implementation of Agreed Management Actions 2018/19 Quarter 1

First Implementations Reviews

TG¢ abed

Audit Recommendation Recommendation Priority
Code & Title

1617 LC 1.02 Procedures High Priority

1617 LC 4.01 BACS High Priority
Reconciliation

1617 LC 5.01 Review of fees High Priority

100 =7
(189%)

B6 =1
(2%)

50=1
(2%)

Recommendation Progress
% |
% |
% |

0=321
(78%)
Reason Not Implemented Implementation Review
completed

No evidence provided

No evidence provided

No evidence provided

1st implementation review
completed

1st implementation review
completed

1st implementation review
completed

Appendix 3

Revised Date for
Implementation
31-0ct-2018

31-0Oct-2018

31-0Oct-2018



Audit Recommendation
Code & Title

1617 LC 7.01 System Admin

1718 SC&VA 1.02 Modern
Slavery Statements in the
future

1718 SC&VA 1.04
Responsibilities

1718 SC&VA 2.02 Training

l-al 8 SC&VA 2.06 Outdoor
Rknts
«Q

D18 SC&VA 2.07 Sports
Development
ol

™1 8 SC&VA 2.08 Security

1718 SofD 1.02 Scheme of
Delegation Register

1718 Time Rec 03 Carers
Policy - Flexi time

1718 Time Rec 07 Home
Working Applications

1718 Time Rec 10 Policies

1718 Time Rec 13 Working
Time Directive - Lunch
Breaks

Recommendation Priority

High Priority

High Priority

High Priority

High Priority

High Priority

High Priority

High Priority

High Priority

High Priority

High Priority

High Priority

High Priority

Recommendation Progress
p% |
p% |

0% |
0% |
0% |
0% |
0% |
0% |
0% |
0% |
0% |
0% |

Reason Not Implemented

No evidence provided

Other Higher Priorities

Other Higher Priorities

Reliance on 3rd Party -

Internal

Other Higher Priorities

Other Higher Priorities

Other Higher Priorities

Other Higher Priorities

Other Higher Priorities

Other Higher Priorities

Other Higher Priorities

Implementation Review
completed

1st implementation review
completed

1st implementation review
completed

1st implementation review
completed

1st implementation review
completed

1st implementation review
completed

1st implementation review
completed

1st implementation review
completed

1st implementation review
completed

1st implementation review
completed

1st implementation review
completed

1st implementation review
completed

1st implementation review
completed

Revised Date for
Implementation
31-0Oct-2018

30-Sep-2018

30-Sep-2018

30-Nov-2018

30-Nov-2018

31-Jul-2018

31-Jul-2018

31-Dec-2018

31-Dec-2018

30-Jun-2018

31-Dec-2018

31-Dec-2018



Audit Recommendation
Code & Title

1617 LC 1.01 Procedure

updates

1617 LC 2.01 Guidance
1617 LC 3.01 Performance

1617 LC 4.01 Retention of
Documents

1617 LC 4.02 Cheques

17 LC 6.01 Additions &
gletions to the register
%1 7 LC 6.02 Retention of
rguests
% 8 SC&VA 2.01
Safeguarding Policy

1718 SC&VA 2.03 DBS
Checks

1718 SC&VA 2.05 Service
Level Agreement

1718 Time Rec 01 Risk
Register
1718 Time Rec 02 Carers

Leave

1718 Time Rec 05 Flexi
Policies

Recommendation Priority

Medium Priority

Medium Priority

Medium Priority

Medium Priority

Medium Priority

Medium Priority

Medium Priority

Medium Priority

Medium Priority

Medium Priority

Medium Priority

Medium Priority

Medium Priority

Recommendation Progress
p% |
p% |
p% |
% |
% |
% |
% |
% |
% |
p% |
p% |
p% |
p% |

Reason Not Implemented

No evidence provided

No evidence provided

No evidence provided

No evidence provided

No evidence provided

No evidence provided

No evidence provided

Other Higher Priorities

Reliance on 3rd Party -

Internal

Other Higher Priorities

Other Higher Priorities

Other Higher Priorities

Other Higher Priorities

Implementation Review
completed

1st implementation review
completed

1st implementation review
completed

1st implementation review
completed

1st implementation review
completed

1st implementation review
completed

1st implementation review
completed

1st implementation review
completed

1st implementation review
completed

1st implementation review
completed

1st implementation review
completed

1st implementation review
completed

1st implementation review
completed

1st implementation review
completed

Revised Date for

Implementation

31-0ct-2018

31-0Oct-2018

31-0ct-2018

31-0ct-2018

31-0ct-2018

31-0Oct-2018

31-0Oct-2018

30-Nov-2018

30-Nov-2018

31-Jul-2018

31-Dec-2018

30-Jun-2018

31-Dec-2018



Audit Recommendation
Code & Title

1718 Time Rec 06 Flexi
Balances

1718 Time Rec 11 Carers
Leave Policy

1718 Time Rec 12 Study &
Training Leave

yGe abed

Recommendation Priority

Medium Priority

Medium Priority

Medium Priority

Recommendation Progress
p% |
p% |
p% |

Reason Not Implemented

Other Higher Priorities

Other Higher Priorities

Other Higher Priorities

Implementation Review
completed

1st implementation review
completed

1st implementation review
completed

1st implementation review
completed

Revised Date for
Implementation
30-Jun-2018

31-Dec-2018

30-Jun-2018



Further Implementation Reviews 2018/19 Quarter 1

GGe abed

Audit Recommendation
Code & Title

1617 BC 02.01 Risk
Register

1617 BC 03.01 Corporate
Business Continuity Plan
1617 BC 03.02 Service

business continuity plans

1617 Castle 4.01 Stock
monitoring

Recommendation Priority

High Priority

High Priority

High Priority

High Priority

100 = 9
(29%)

75=1
(3%)

50 =5
(1656)

Recommendation Progress

pva

P

D%

D%

Progress

0=15
(48%)
25

Reason Not Implemented

No evidence provided

No evidence provided

No evidence provided

Staffing Resources -
Temporary

Implementation Review
completed

2nd implementation review
completed

2nd implementation review
completed

2nd implementation review
completed

2nd implementation review
completed

Revised Date for
Implementation
30-Sep-2017
30-Sep-2017

31-Mar-2018

31-Mar-2020



Audit Recommendation
Code & Title

1617 Castle 4.02 Stocktake

1617 H&S 2.01 Risk
Registers

1617 H&S 5.01 Safety
Audits

1617 H&S 5.02 Action
Programmes

1617 BC 01.02 Corporate

B-@iness Impact
APsessment
(@)

B17 BC 04.01 Business
Oehtinuity Trainin

o g

@ 7 BC 05 .01 Business
Continuity Testing

1617 BC 07.03 Templates
1617 Castle 3.01 System
Functionality

1617 H&S 3.04 Policy

1617 H&S 4.02 Training

Recommendation Priority

High Priority

High Priority

High Priority

High Priority

Medium Priority

Medium Priority

Medium Priority

Medium Priority

Medium Priority

Medium Priority

Medium Priority

Recommendation Progress

pva

P

pva

D%

D%

P

pva

P

pva

pva

P

Reason Not Implemented
Staffing Resources -
Temporary

Other Higher Priorities
Other Higher Priorities

Other Higher Priorities

No evidence provided

No evidence provided

No evidence provided

No evidence provided

Financial

Other Higher Priorities

Other Higher Priorities

Implementation Review

completed

2nd implementation
completed

2nd implementation
completed

2nd implementation
completed

2nd implementation
completed

2nd implementation
completed

2nd implementation
completed

2nd implementation
completed

2nd implementation
completed

2nd implementation
completed

2nd implementation
completed

2nd implementation
completed

review

review

review

review

review

review

review

review

review

review

review

Revised Date for

Implementation

31-Mar-2020

31-0Oct-2018

31-0ct-2018

31-0ct-2018

31-Jul-2017

31-Mar-2018

31-Mar-2018

30-Sep-2017

31-Mar-2019

31-0Oct-2018

31-0Oct-2018



Agenda Item 11

AUDIT AND GOVERNANCE COMMITTEE
THURSDAY, 26 JULY 2018
REPORT OF THE HEAD OF AUDIT & GOVERNANCE
INTERNAL AUDIT CHARTER

EXEMPT INFORMATION

None

PURPOSE

To seek member endorsement of the revised Internal Audit Charter following the recent
management restructure and changes to the role of the Head of Audit & Governance.

RECOMMENDATIONS

That the Committee endorses the attached Internal Audit Charter.

EXECUTIVE SUMMARY

Internal auditing is an independent, objective assurance and consulting activity designed
to add value and improve an organisation’s operations. It helps an organisation
accomplish its objectives by bringing a systematic, disciplined approach to evaluate and
improve the effectiveness of risk management, control and governance processes (lIA —
UK & Ireland).

The consideration and approval of an appropriate Internal Audit Charter by Members is
an important element in providing assurance to the organisation that adequate
arrangements are in place to provide the expected independent, objective opinion. The
Charter complies with the Public Sector Internal Audit Standards (effective 1st April
2013). The Internal Audit Charter is approved by Members on an annual basis.

Following the recent management restructure, the Internal Audit Charter has been
amended to take into account the additional operational areas now under the remit of the
head of Audit & Governance and to ensure that her independence and objectivity is not
compromised. The revised Charter is attached as Appendix A.

The Charter has been amended so that all other operational areas are detailed under
Independence & Objectivity and now includes that all pre audit briefs and draft reports
are issued to the Chief Executive at the same time as the Head of Audit & Governance.

Other minor changes have been made to show current posts within the Authority and not
referencing to the posts stipulated in the PSIAS to avoid confusion.

Page 257



RESOURCE IMPLICATIONS

None
LEGAL/RISK IMPLICATIONS BACKGROUND

An up to date Internal Audit Charter is a requirement of the Public Sector Internal Audit
Standards (PSIAS), failure to have a Charter in place will constitute non-compliance with the
PSIAS.

SUSTAINABILITY IMPLICATIONS

None

BACKGROUND INFORMATION

None

REPORT AUTHOR

Angela Struthers, Head of Audit & Governance ex 234

LIST OF BACKGROUND PAPERS

None

APPENDICES

Appendix A - Internal Audit Charter
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Appendix A

Tamuworth

Borough Council

INTERNAL AUDIT CHARTER

Document Status: Draft

Originator: A Struthers
Updated: A Struthers
Owner: A Struthers
Version: 01.01.07

Date: 07/06/18

This information can be produced on request in other formats and languages
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Document Location

This document is held by Tamworth Borough Council, and the document
owner is Angela Struthers.

Printed documents may be obsolete. An electronic copy will be available on

Tamworth Borough Councils Intranet. Please check for current version before
using.

Revision History

Revision Date Version Control Summary of changes

25/01/13 1.01.01 1* draft

05/03/14 1.01.02 Review

04/03/15 1.01.03 Annual review

20/11/15 1.01.04 Review

08/03/17 1.01.05 Review

13/03/18 1.01.06 Review

7/6/18 1.01.07 Roles & responsibilities
following management
restructure

Approvals

Name Title Date

Audit & Committee Approval

Governance

Committee

Andrew Barratt Chief Executive Yes

Angela Struthers Head of Audit & Yes

Governance

Document Review Plans

This document is subject to a scheduled annual review. Updates shall be
made in accordance with business requirements and changes and will be with
agreement with the document owner.

Distribution

The document will be available on the Intranet and the website.

This information can be produced on request in other formats and languages
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Appendix A

1 Definition of Internal Auditing

Internal auditing is an independent, objective assurance and consulting
activity designed to add value and improve an organisation’s operations. It
helps an organisation accomplish its objectives by bringing a systematic,
disciplined approach to evaluate and improve the effectiveness of risk
management, control and governance processes. (lIA — UK & Ireland)

The internal audit service will comply with the Public Sector Internal Auditing
Standards (PSIAS) as adopted by the Chartered Institute of Public Finance
and Accountancy (CIPFA). The PSIAS encompass the mandatory elements
of the Institute of Internal Auditors (I1A) International Professional Practices
Framework (IPPF) as follows:

e Definition of Internal Auditing;
e Code of Ethics; and

e |International Standards for the Professional Practice of Internal
Auditing (including interpretations and glossary).

The mandatory core principles for the Professional Practice of Internal
Auditing are:

= Demonstrate integrity

= Demonstrate competence and due professional care

» |s objective and free from undue influence (independent)

= Aligns with the strategies, objectives, and risks of the organisation

= |s appropriately positioned and adequately resourced

= Demonstrates quality and continuous improvement

= Communicates effectively

» Provides risk based assurance

» [sinsightful, proactive, and future-focused

= Promotes organisational improvement

This Charter will be periodically reviewed in consultation with Corporate
Management Team and the Audit & Governance Committee. Changes to the

International Professional Practice Framework will be incorporated as and
when they occur.

The Head of Audit & Governance will report conformance to the PSIAS in the
annual report to the Audit & Governance Committee.
2 Mission Statement of Internal Audit

To enhance and protect the authority’s values by providing risk-based and
objective assurance, advice and insight.

3 Purpose and Statutory Requirements

This information can be produced on request in other formats and languages
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The internal audit activity will evaluate and contribute to the improvement of
governance, risk management and control processes using a systematic and
disciplined approach.

The internal audit activity must assess and make appropriate
recommendations for improving the governance process in its
accomplishment of the following objectives:

] Promoting appropriate ethics and values within the organisation;

] Ensuring effective organisational performance management and
accountability;

] Communicating risk and control information to appropriate areas of
the organisation; and

° Coordinating the activities of and communicating information

amongst the Audit & Governance Committee, external and internal
auditors and management.

In addition, the other objectives of the function are to:

° Support the Executive Director Finance to discharge their s151
duties of the Local Government Finance Act 1972 by maintaining an
adequate and effective Internal Audit service;

° Contribute to and support the Authority’s objectives of ensuring the
provision of and promoting the need for, sound financial systems;
and

L Investigate allegations of fraud or irregularity to help safeguard
public funds.

Internal Audit is a statutory service in the context of the Accounts and Audit
Regulations 2015 which state in respect of Internal Audit that:

“A relevant authority must undertake an effective internal audit to evaluate the
effectiveness of its risk management, control and governance processes,
taking into account public sector internal auditing standards or guidance.”

The work of Internal Audit forms part of the assurance framework, however,
the existence of Internal Audit does not diminish the responsibility of
management to establish systems of internal control to ensure that activities
are conducted in a secure, efficient and well-ordered manner.

4 Objectives

The Head of Audit & Governance’s responsibility is to report to the Audit &
Governance Committee on its assessment of the adequacy of the entire
control environment.

It does this by:

This information can be produced on request in other formats and languages
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= Providing assurance, which is risk based and objective and relevant
(Internal Audit’s primary role) to the Council and its management on
the quality of the Council’s operations, whether delivered internally or
externally, with particular emphasis on systems of risk management,
control and governance. Assurance to third parties will be provided
where specific internal audit resources are allocated to the area under
review (e.g. pension contributions).

= Providing consultancy services to internal and external delivered
services. Consultancy services are advisory and insightful in nature
and will be performed at the specific request of the organisation with
the aim to improve governance, risk management and control.

5 Role and Scope of Work

The scope on internal auditing encompasses, but is not limited to, the
examination and evaluation of the adequacy and effectiveness of the
organisation’s risk management, control and governance processes as well
as the quality of performance in carrying out assigned responsibilities to
achieve the organisation’s stated goals and objectives. This includes:

e  Evaluating the reliability and integrity of management and financial
information processes and the means used to identify, measure,
classify, and report such information;

e  Evaluating the systems established to ensure compliance with those
policies, plans, procedures, laws, and regulations which could have a
significant impact on the organisation;

e  Evaluating the means of safeguarding assets and, as appropriate,
verifying the existence of such assets;

e  Evaluating the effectiveness and efficiency with which resources are
employed,;

e  Evaluating operations or programs to ascertain whether results are
consistent with established objectives and goals and whether the
operations or programs are being carried out as planned;

e  Evaluating the potential occurrence for fraud as part of the audit
engagements;

e  Monitoring and evaluating governance processes;

e  Monitoring and evaluating the effectiveness of the organisation’s risk
management processes;

e  Monitoring the degree of coordination of internal audit and external
audit;

] Performing consulting and advisory services related to governance,
risk management and control as appropriate for the organisation;

e  Reporting periodically on the internal audit activity’s purpose,
authority, responsibility, and performance relative to its plan;

e  Reporting significant risk exposures and control issues, including
fraud risks, governance issues, and other matters to the Board;

This information can be produced on request in other formats and languages
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e  Evaluating specific operations at the request of management, as
appropriate;

e  Support management upon the design of controls at appropriate
points in the development of major change programmes.

6 Proficiency and Due Professional Care

The internal audit activity will govern itself by adherence to The Institute of
Internal Auditors mandatory guidance including the Definition of Internal
Auditing, the Code of Ethics, and the Core Principles of the Internal Standards
for the Professional Practice of Internal Auditing. This mandatory guidance
constitutes principles of the fundamental requirements for the professional
practice of internal auditing and for evaluating the effectiveness of the internal
audit activity’s performance.

The Institute of Internal Auditors’ Practice Advisories, Practice Guides, and
Position Papers will also be adhered to as applicable to guide operations. In
addition, the internal audit activity will adhere to Tamworth Borough Council’s
relevant policies and procedures and the internal audit activity’s standard
operating procedures manual.

Job descriptions and person specifications for each post within Internal Audit
Services define the appropriate knowledge, skills and experience and are
reviewed periodically.

Personal Development Reviews will be completed in accordance with the
Council’s policy. Staff will be supported to fulfil training and development
needs identified in order to support their continuous professional development
programme.

Internal Auditors will exercise due professional care by considering the:

] Extent of work needed to achieve the engagement’s objectives with
detailed Terms of Reference (including consultancy engagements);

° Relative complexity, materiality or significance of matters to which
assurance procedures are applied;

° Adequacy and effectiveness of governance, risk management and
control processes;

° Probability of significant errors, fraud, or non-compliance; and

° Cost of assurance in relation to potential benefits.

Where gaps exist in knowledge and skills in the formation of internal audit
plans, the CAE can engage specialist providers of Internal Audit Services.

Internal Audit staff will be suitably supervised and work will be reviewed by a
senior member of staff.

This information can be produced on request in other formats and languages
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7 Authority

The Internal Audit service, with strict accountability for confidentiality and
safeguarding records and information, is authorised full, free, and unrestricted
access to any and all of Tamworth Borough Council’s records, physical
properties, and personnel pertinent to carrying out any engagement. All
employees are requested to assist the internal audit service in fulfilling its
roles and responsibilities.

8 Organisation

The Head of Audit & Governance will report functionally to the Audit &
Governance Committee and administratively (i.e. day to day operations) to the
Chief Executive.

The Board will receive performance reports on the internal audit function on a
guarterly basis.

9 Independence and Objectivity

The service is managed by the Head of Audit & Governance who is
professionally qualified as required by the PSIAS. The Head of Audit &
Governance has a direct reporting line to the Chief Executive and also
provides regular reports to the Audit & Governance Committee which has
responsibility for overseeing audit arrangements.

The Head of Audit & Governance is also the Authority’s Monitoring Officer and
Deputy Returning Officer. She also manages the Elections and Counter
Fraud functions. For any audits of these functions, the pre audit brief and the
draft report will be issued to the Chief Executive at the same time as the Head
of Audit & Governance to ensure independence and objectivity is maintained.

The internal audit service will remain free from interference by any element in
the organisation, including matters of audit selection, scope, procedures,
frequency, timing, or reporting content to permit maintenance of a necessary
independent and objective mental attitude.

Internal auditors must exhibit the highest level of professional objectivity in
gathering, evaluating, and communicating information about the activity or
process being examined. Internal auditors must make a balanced
assessment of all the relevant circumstances and not be unduly influenced by
their own interests or by others in forming judgements.

Regular review of the placement/location of IA team members will be
completed to ensure independence, taking into account the consultancy work
individual internal auditors have performed when completing assurance
engagements. Internal auditors will not provide assurance in areas where they
have been involved in advising management.

This information can be produced on request in other formats and languages
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The internal audit service will also have free and unrestricted access to the
Chief Executive and the Audit & Governance Committee.

The Head of Audit & Governance will confirm to the Audit & Governance
Committee, at least annually, the organisational independence of the internal
audit activity.

10 Internal Audit Plan

At least annually, the Head of Audit & Governance will submit to Corporate
Management Team and the Audit & Governance Committee an internal audit
plan for review and approval.

The internal audit plan will be developed based on prioritisation of the audit
universe using a risk-based methodology, which takes into account, results
from previous audits, stakeholders expectations, feed back from Senior
Managers, objectives in strategic plans and business plans, the risk maturity
of the organisation (including managements response to risk), and legal &
regulatory requirements. The use of other sources of assurance and the work
required to place reliance on them will be highlighted in the audit plan.

Contingency time will be built in to the annual audit plan to allow for any
unplanned work. This will be reported on in accordance with the internal
reporting process to the Audit & Governance Committee.

Approval will be sought from the Audit & Governance Committee for any
significant additional consulting services not already included in the audit plan,
prior to accepting the engagement. The Audit Plan balances the following
requirements:

the need to ensure the Audit Plan is completed to a good practice
level (currently at least 90% of planned audits required are
deliverable in the year);

the need to ensure core financial systems are adequately reviewed to
provide assurance that management has in place proper
arrangements for financial control;

the need to appropriately review other strategic and operational
arrangements, taking account of changes in the authority and its
services and the risks requiring audit review;

the need to have uncommitted time available to deal with unplanned
issues which may need to be investigated eg allegations of financial
or other relevant irregularities, or indeed specific consultancy. (NB
there are separate guidelines over circumstances in which Internal
Audit may and may not get involved in such investigations or
consultancy, and further reference to this is made within the
corporate Counter Fraud and Corruption Strategy and guidance);

to enable positive timely input to assist corporate and service
developments.

This information can be produced on request in other formats and languages
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A joint working arrangement with External Audit will be sought such that
Internal Audit resources are used as effectively as possible.

11 Reporting and Monitoring

A written report will be prepared and issued by the Head of Audit &
Governance following the conclusion of each internal audit engagement and
will be distributed as appropriate with executive briefing reports issued to the
Chief Executive, Chief Finance Officer, and Executive Director Organisation(
for her areas of responsibility). . A summary of the internal audit results will
be communicated to the Audit & Governance Committee.

The final internal audit report will include management’s response and
corrective actions in regard to the specific findings and recommendations. It
will also include a timetable for anticipated completion of action to be taken.

The Internal Audit service will be responsible for following up the
recommendations made to ensure that management have implemented them
in the agreed timescales. This will be completed within six months from the
finalisation of the audit. An additional implementation review will be carried
out where high priority recommendations remain outstanding or a significant
number of recommendations remain outstanding. Internal Audit will not
complete any additional implementation reviews on recommendations that
remain outstanding at this stage. It is management’s responsibility to ensure
that the agreed actions are implemented. All outstanding recommendations
will remain open on the Pentana system for management to complete.

Results of implementation reviews will be communicated as appropriate with
copies to the Chief Executive, and the Chief Finance Officer. A summary of
the results will be reported to the Audit & Governance Committee.

Where significant risk exposures and control issues, including fraud and
governance issues, are identified, they will be reported to the Audit &
Governance Committee.

12 Quality Assurance and Improvement Programme

The Internal Audit activity will maintain a quality assurance and improvement
programme that covers all aspects on the Internal Audit activity. The
programme will include an evaluation of the internal audit activity’s
conformance with the Definition of Internal Auditing and the International
Standards and an evaluation of whether internal auditors apply the Code of
Ethics. The programme also assesses the efficiency and effectiveness of the
internal audit activity and identifies opportunities for improvement.

The Head of Audit & Governance will periodically report to the Audit &
Governance Committee on the internal audit service purpose, authority, and
responsibility, as well as performance relative to its plan. Reporting will also
include significant risk exposures and control issues, including fraud risks,

This information can be produced on request in other formats and languages
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governance issues, and other matters needed or requested by Corporate
Management Team and the Audit & Governance Committee.

In addition, the Head of Audit & Governance will communicate to Corporate
Management Team and the Audit & Governance Committee on the internal
audit service’s quality assurance and improvement programme, including
results of ongoing internal assessments and improvement plans and external
assessments. External assessments will be conducted at least every five
years by a professionally qualified and experienced assessor.

The improvement plan resulting from the internal and external assessments
will be reported to and monitored by the Audit & Governance Committee.

This information can be produced on request in other formats and languages
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Agenda Item 12

AUDIT AND GOVERNANCE COMMITTEE
THURSDAY, 26 JULY 2018
REPORT OF THE HEAD OF AUDIT & GOVERNANCE
COUNTER FRAUD UPDATE

EXEMPT INFORMATION

None

PURPOSE

To provide Members with an update of Counter Fraud work completed during the financial
year 2017/18.

RECOMMENDATIONS
That the Committee:

1 Considers this report and raises any issue it deems appropriate; and
2 Endorses the Fraud Risk Register Summary (Appendix 1)

EXECUTIVE SUMMARY

In line with good practice, a Fraud Risk Register is maintained and reviewed on a quarterly
basis. The latest Fraud Risk Register Summary is attached as Appendix 1.

Work has progressed on the data matches identified through the National Fraud Initiative
(NFI) in the 2016/17 run which was released in February 2016. In total, 1113 matches were
processed with 7 errors identified with a total error cost of £4,337. In addition to the main
NFI data match, additional matches are highlighted through the year for Council Tax Single
Persons Discount. 1393 matches were investigated which identified 1 error of £427. The
next NFI run is due Autumn 2018.

Following the move of the Housing Benefits Fraud Investigations to the Single Fraud
Investigation Service at the Department of Work and Pensions, the Authority has a
dedicated Corporate Anti-Fraud Investigations Officer who has been in post since
September 2015. This ensures that the Authority is taking a more proactive approach to
fraud rather than a reactive approach previously adopted. As well as continuing with the
work on the NFI matches previously identified and new matches as they are identified,
the Corporate Anti-Fraud Investigations Officer’s current case load includes ongoing
investigations into potential fraud in these areas — NNDR, Council Tax Reduction, Single
Persons Discount, illegal subletting of council housing and non-residence of council
housing. Investigations concluded have identified 23 cases of fraud (the housing benefit
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frauds identified through the NFI are not included in this figure). Details of the types of
fraud, number investigated, proven and the monetary value is detailed below.

Type of Fraud Case Number of Number of Value
cases cases £
investigated proven

Council Tax Single Persons Discount 4 2 313

Council Tax - other 1 1 757

Housing Benefits 7 0

Council tenancy Subletting 4 1 18000

Council Tenancy — non residence 4 0

Council Tenancy - Other 1 1 18000

Housing Waiting List 8 2 6560

Right to Buy 13 0

Refund fraud 1 1 16036

Total 43 8 59666

The figure of £18,000 for removing someone from their tenancy is the amount the Audit
Commission estimated in their publication “Protecting the Public Purse 2010” This is derived
by estimating the need to house homeless families in temporary accommodation; annual
safety repair, adaption and maintenance costs; social housing administration and housing
management costs; and any long-term borrowing costs incurred to provide social housing.
The Cabinet Office has estimated that the cost saving for the removal from someone from
the housing waiting list is £3,260, we have also applied this to the re-banding of someone on
the waiting list.

RESOURCE IMPLICATIONS

None

LEGAL/RISK IMPLICATIONS BACKGROUND

There is a risk that the Authority will not have sound governance processes in place.

SUSTAINABILITY IMPLICATIONS

None

BACKGROUND INFORMATION

None

REPORT AUTHOR

Angela Struthers, Head of Audit & Governance ex 234
LIST OF BACKGROUND PAPERS

None

APPENDICES

Appendix 1 Fraud and Corruption Risk Register
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Appendix 1

Fraud & Corruption Risk Register Tam_lJorl'h

Report Type: Risks Report Borough Council

Report Author: Angela Struthers
Generated on: 13 July 2018

Risk Title Risk Description Gross Risk - Assessment Current Risk - Assessment Last Review Date

Staffing (internal) (A

Credit Income Misappropriation of income @ 4 significant-unlikely @ 2 significant-very 13-Jul-2018

unlikely

Assets Theft of fixed assets (A 9 serious-likely @ 4 significant-unlikely 13-Jul-2018

U p

Asets Theft of Council . 12 major - likely (A 8 major - unlikely 13-Jul-2018

((% information/intellectual property

Asets Inappropriate use of Council assets (A 8 significant - very likely (A 6 significant-likely 13-Jul-2018

a for private use

Petty cash/imprest Theft of takings disguised by @ 2 minor-unlikely @ 2 minor-unlikely 13-Jul-2018

accounts manipulation of accounts

Expenses claims Inflated claims (A 6 significant-likely @ 4 significant-unlikely 13-Jul-2018

Corruption Disposal of assets - land and A 6 serious-unlikely @ 3 serious-very unlikely 13-Jul-2018
property

Corruption Award of planning consents and Q 9 serious-likely @ 3 serious-very unlikely 13-Jul-2018
licences

Corruption Acceptance of gifts, hospitality, (A 6 significant-likely @ 4 significant-unlikely 13-Jul-2018
secondary employment

Car parking Theft of takings (A 9 serious-likely (A 6 serious-unlikely 13-Jul-2018



Risk Title

Treasury management
Money laundering

ICT fraud

Employee - general

Payment of grants to
the public

[&ns & Investments
QD

«Q
@D

I%eneration

&@Velopment corruption

Financial statements

New starter
ICT abuse

Benefits fraud - internal
Cash theft

Cash theft
Payroll

Payroll

Risk Description

Falsifying records to gain access to
loan or investment monies

Using the council to hide improper
transactions

Improper use of council ICT
equipment

Abuse of flexi system
Falsification of car loans

Grants fraudulently claimed

Misappropriation of funds
Fraudulent payment or investment
of funds

Regeneration development
corruption

The financial statements may be
materially mis-stated due to fraud

Fraudulent job application
Improper use of IT equipment

Fraudulent claim by member of
staff

Theft of takings disguised by
manipulation of accounts

Theft of cash without disguise
Payment to non existent employees

Over claiming hours worked

Gross Risk

e D@6 @ 6> @D

OO0 O

- Assessment

12 major - likely

8 major - unlikely

12 major - likely

6 significant-likely

12 major - likely

12 major - likely

12 major - likely

6 serious-unlikely

9 serious-likely
9 serious-likely

9 serious-likely

4 significant-unlikely

4 significant-unlikely
2 significant-very unlikely

6 significant-likely

Current Risk

> o b

D <

DI <

OO O

000 O

- Assessment

6 serious-unlikely

4 significant-unlikely

9 serious-likely

4 significant-unlikely

6 serious-unlikely

4 significant-unlikely

6 serious-unlikely

4 significant-unlikely

4 significant-unlikely
4 significant-unlikely

6 serious-unlikely

2 significant-very
unlikely

1 minor - very unlikely
3 serious-very unlikely

2 minor-unlikely

Last Review Date

13-Jul-2018

13-Jul-2018

13-Jul-2018

13-Jul-2018

13-Jul-2018

13-Jul-2018

13-Jul-2018

13-Jul-2018

13-Jul-2018
13-Jul-2018
13-Jul-2018

13-Jul-2018

13-Jul-2018
13-Jul-2018
13-Jul-2018



Risk Title
Payroll

Assets

Procurement & Contract

Management

Selection process

Lack of awareness of
the procurement
process

Lack of anti fraud

c-lﬁtu re

@ntract awarded prior

t@®specificiation being
dyeed

~

~

Manipulation of
preferred bidders list

No formal contract in
place

Prices reworked

Value of contract

Risk Description Gross Risk
Manipulation of standing data Q
Theft of current assets Q

Senior staff influencing junior staff (’f \
involved in a selection process

Lack of awareness of risks and N
issues in the procurement process

No antifraud culture - no due Q
diligence/risk registers

Contract awarded prior to g
specifications being fully agreed

and developed; meaning the
organisation becomes responsible

for additional development and

training expenses

Manipulation of preferred bidders
list

> o

No formal contract in place

Prices reworked to enable the Q
successful bidder to move up the
proposal list following initial

bidding

Value of contract disaggregated to .

- Assessment

6 serious-unlikely

6 significant-likely

6 serious-unlikely

6 significant-likely

6 significant-likely

6 significant-likely

4 significant-unlikely

8 significant - very likely

6 significant-likely

12 serious - very likely

Current Risk

OO0 0000

(I <

- Assessment

2 significant-very
unlikely

4 significant-unlikely

4 significant-unlikely

4 significant-unlikely

2 significant-very
unlikely

4 significant-unlikely

2 significant-very
unlikely
6 significant-likely

4 significant-unlikely

6 significant-likely

Last Review Date

13-Jul-2018

13-Jul-2018

13-Jul-2018

13-Jul-2018

13-Jul-2018

13-Jul-2018

13-Jul-2018

13-Jul-2018

13-Jul-2018

13-Jul-2018



Risk Title
disaggregated

Inappropriate high
value purchase

Inappropriate use of
single tender
acceptance

Using agency staff or
consultants

Initial commercial
e@lsultations

jabl
Q

D

Oehtract signin
=y gning
(0 0]

Diversion of funds

Bogus vendor

Sale of confidential
information

Creditor payments

Risk Description Gross Risk

circumvent organisation/EU
regulations

Inappropriate high value purchase
for an unauthorised purpose

Inappropriate use of single tender
acceptance

® & [

Procurement staff being sidelined
during initial commercial
consultations and subsequently
being presented with a "done deal".

Contracts signed by member of .
staff not authorised to do so

Diversion of funds: the risk that a .
member of staff diverts funds

through the set up of non-existent
supplier/freelancer

An individual could authorise the .
set up of a bogus vendor and raise
and authorise a purchase order

A member of staff could disclose .
information on bids to other
contract bidders

Fraudulent requests for creditor ('/ \
payments

- Assessment

6 significant-likely

6 significant-likely

4 significant-unlikely

12 major - likely

12 major - likely

12 major - likely

16 major - very likely

12 major - likely

9 serious-likely

Current Risk

o 00

> b

- Assessment

4 significant-unlikely

4 significant-unlikely

1 minor - very unlikely

6 serious-unlikely

6 serious-unlikely

6 serious-unlikely

8 major - unlikely

6 serious-unlikely

4 significant-unlikely

Last Review Date

13-Jul-2018

13-Jul-2018

13-Jul-2018

13-Jul-2018

13-Jul-2018

13-Jul-2018

13-Jul-2018

13-Jul-2018

13-Jul-2018



Risk Title

Fraudulent use for one
off payment

Declaration of interests

Housing
tenancy/homelessness

Housing allocations
Illegal sub letting

Homelessness

I@ht to Buy
(@)

&))uncil Tax
N

%gle Persons Discount

Discounts/exemptions

Refund fraud

Suppressed recovery
action

NNDR
Void exemption

Occupation dates

Risk Description

Staff use the cheque payment
process to send to a bogus vendor

Lack of declarations of interests

Housing allocated for financial
reward
fraudulent allocation of property

Illegal sub letting of council
property

False claim of homelessness

Fraudulent claim of right to buy
discount

Single persons discount
fraudulently claimed

Discounts and exemptions falsely
claimed

Suppressed recovery action

Void exemption falsely claimed

Occupation dates incorrectly
notified

Gross Risk

e O b

o0 O P

bl

- Assessment

6 serious-unlikely

9 serious-likely

9 serious-likely

4 significant-unlikely

6 significant-likely

6 significant-likely

6 significant-likely

3 minor-likely

3 minor-likely

3 minor-likely

6 significant-likely

6 significant-likely

Current Risk

000 00 O P> OO O O 00 O

- Assessment

2 significant-very
unlikely

4 significant-unlikely

4 significant-unlikely

2 minor-unlikely

2 minor-unlikely

4 significant-unlikely

6 significant-likely

2 minor-unlikely

2 minor-unlikely

2 minor-unlikely

4 significant-unlikely

4 significant-unlikely

Last Review Date

13-Jul-2018

13-Jul-2018

13-Jul-2018

13-Jul-2018

13-Jul-2018
13-Jul-2018

13-Jul-2018

13-Jul-2018

13-Jul-2018
13-Jul-2018

13-Jul-2018
13-Jul-2018



Risk Title
Changes to property

Insurance

Insurance claims

Other

Elections

@ernal funding

«Q
D
Imusing

EXefits/Council Tax
Ig:luction Scheme

Benefits fraud -
claimant

Benefits fraud - third
party eg landlord

Cyber

Cyber risk

Sheltered schemes

Risk Description

Changes to property increase the

rateable value

Claiming for non existent injuries
Claiming at another establishment

for the same injury
overclaiming

Fraudulent voting

Fraudulent acts by canvassers

Fraudulently claiming/using

external funding

Claimant fraudulently claims

benefits

fraudulent claim by third party

Risk of loss, disruption or damage
to the reputation of the Authority
from some sort of failure of
Information Technology systems

Theft of customer monies

Gross Risk

A

o

ol

- Assessment

6 significant-likely

9 serious-likely

12 major - likely

1 minor - very unlikely

12 serious - very likely

4 significant-unlikely

6 serious-unlikely

4 significant-unlikely

Current Risk

V)
V)
V)

BB

o> O

ol

- Assessment

4 significant-unlikely

4 significant-unlikely

6 serious-unlikely

1 minor - very unlikely

8 significant - very
likely

4 significant-unlikely

6 serious-unlikely

2 significant-very
unlikely

Last Review Date

13-Jul-2018

13-Jul-2018

13-Jul-2018

13-Jul-2018

13-Jul-2018

13-Jul-2018

13-Jul-2018
13-Jul-2018
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Agenda Iltem 13

AUDIT AND GOVERNANCE COMMITTEE
THURSDAY, 26 JULY 2018
REPORT OF THE HEAD OF AUDIT & GOVERNANCE
CHANGES TO POLICIES

EXEMPT INFORMATION

None

PURPOSE

To seek Member approval to revise Policies under the remit of the Head of Audit &
Governance to take into account changes to job titles following the recent management
restructure.

RECOMMENDATIONS

That the Committee gives approval to the Head of Audit & Governance to amend
policies within her remit to show current post titles.

EXECUTIVE SUMMARY

This Committee approves a number of policies within their remit. Following the management
restructure, policies are now out of date as they refer to posts with in the old management
structure.

To ensure good governance is maintained, it is proposed that this Committee authorises the
Head of Audit & Governance to amend post titles only in the following Policies:

Counter Fraud & Corruption Statement, Strategy & Guidance Notes
Whistleblowing Policy

Financial Guidance

Anti Money Laundering Policy Statement, Strategy & Guidance Notes
Code of Corporate Governance

RESOURCE IMPLICATIONS

None

LEGAL/RISK IMPLICATIONS BACKGROUND

The Governance framework could be compromised if Policies are out of date and incorrect
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SUSTAINABILITY IMPLICATIONS

None

BACKGROUND INFORMATION

None

REPORT AUTHOR

Angela Struthers, Head of Audit & Governance ex 234

LIST OF BACKGROUND PAPERS

None

APPENDICES

None
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PLANNED REPORTS TO AUDIT AND GOVERNANCE COMMITTEE 2018 - 2019

Report Committee Date Report Of Comments

1 Role of the Audit Committee June Grant Thornton Presentation/training
2 Audit and Governance Committee Update June Grant Thornton
3 Fee Letter June Grant Thornton
4 Review of the Constitution and Scheme of June Head of Audit &

—u | Delegation for Officers Governance

&

«Q
5 @ | RIPA Quarterly Report June Assistant Director -

N Partnerships

0

o1
6 Members/Standards x 2 June Head of Audit &

Governance
7 Internal Audit Customer Satisfaction Survey June Head of Audit & Governance
8 Internal Audit Annual and Quarterly Update June Head of Audit & Governance
9 Public Sector Internal Audit Standards/Quality | June Head of Audit & Governance
Assurance and Improvement Programme

10 | Financial Guidance June Head of Audit & Governance

T Wal| epusaby



11 | Annual Governance Statement and Code of June Head of Audit & Governance
Corporate Governance
1 Audit Findings Report July Grant Thornton
2 Management Representation Letter July Grant Thornton
3 Annual Statement of Accounts July Executive Director Finance
4 RIPA Quarterly Report July Assistant Director -
Partnerships
5‘9‘-? Risk Management Quarterly Update July Assistant Director — Finance
S
6 (:) Counter and Corruption Fraud Update July Head of Audit & Governance
(@)
7 © Internal Audit Quarterly Update July Head of Audit & Governance
8 Internal Audit Charter July Head of Audit & Governance
1 Local Government Ombudsman’s Annual October Assistant Director - People
Review and Report 2017/18
2 RIPA Quarterly Update October Assistant Director -
Partnerships
3 Internal Audit Quarterly Update October Head of Audit & Governance
4 Risk Management Quarterly Update October Assistant Director — Finance




5 Annual Treasury Outturn October Executive Director Finance

6 Annual Governance Statement Update October Head of Audit & Governance

1 Audit Report on Certification Work February Grant Thornton

2 Audit Progress Report February Grant Thornton

3 Annual Audit Letter February Grant Thornton

4 RIPA Quarterly Report February Assistant Director —
Partnerships

5 ;? Internal Audit Quarterly Update February Head of Audit & Governance

6?‘ Risk Management Quarterly Update February Assistant Director — Finance

7 2 Counter Fraud Update February Head of Audit & Governance

8 Anti-Money Laundering Policy February Head of Audit & Governance

1 Draft Audit Plan March Grant Thornton

2 Draft Certification Work Plan March Grant Thornton

3 Audit Committee Update March Grant Thornton

4 Auditing Standards March Grant Thornton




5 Informing the Audit Risk Assessment March Grant Thornton
6 Review of the Treasury Management Strategy | March Executive Director Finance
Statement, Minimum Revenue Provision Policy
Statement and Annual Investment Statement
and the Treasury Management Strategy
Statement and Annual Investment Strategy
Mid-Year Review Report
7 Final Accounts — Action Plan March Assistant Director of Finance
8 __ | Internal Audit Charter and Audit Plan March Head of Audit & Governance
J
QD
9% Audit and Governance Committee Self- March Head of Audit & Governance
Assessment
N
0]
16 | Review of Financial Guidance March Head of Audit & Governance

The Portfolio Holder for Assets and Finance
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