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Accessibility

For accessibility options regarding this agenda
please contact Democratic Services. For those
hard of hearing an Induction Loop System is
available for use in the various meeting rooms.

Attending, reporting and filming of meetings

For the public part of this meeting, residents and the media are welcomed to attend, and if
they wish, report on it, broadcast, record or film proceedings as long as it does not disrupt
proceedings. It is recommended to give advance notice to ensure any particular
requirements can be met. The Council will provide a seating area for residents/public, an
area for the media and high speed WiFi access to all attending. The officer shown on the
front of this agenda should be contacted for further information and will be available at the
meeting to assist if required. Kindly ensure all mobile or similar devices on silent mode.

Please note that the Council may also record or film this meeting and publish this online.
Emergency procedures

If there is a FIRE, you will hear a continuous alarm. Please follow the signs to the nearest
FIRE EXIT and assemble on the Civic Centre forecourt. Lifts must not be used unless
instructed by a Fire Marshal or Security Officer.

In the event of a SECURITY INCIDENT, follow instructions issued via the tannoy, a Fire

Marshal or a Security Officer. Those unable to evacuate using the stairs, should make their
way to the signed refuge locations.



Terms of Reference

The Constitution defines the terms of reference for the Audit Committee as:

Introduction

The Audit Committee’s role will be to:

e Review and monitor the Council’'s audit, governance, risk management
framework and the associated control environment, as an independent
assurance mechanism;

¢ Review and monitor the Council’s financial and non-financial performance to the
extent that it affects the Council’s exposure to risk and/or weakens the control
environment;

e Oversee the financial reporting process of the Statement of Accounts.

Decisions in respect of strategy, policy and service delivery or improvement are reserved
to the Cabinet or delegated to Officers.

Internal Audit

1.

Review and approve (but not direct) the Internal Audit Strategy to ensure that it
meets the Council's overall strategic direction.

Review, approve and monitor (but not direct) Internal Audit’'s planned programme of
work, paying particular attention to whether there is sufficient and appropriate
coverage.

Through quarterly Internal Audit summary reports of work done, monitor progress
against the Internal Audit Plan and assess whether adequate skills and resources are
available to provide an effective Internal Audit function. Monitor the main Internal
Audit recommendations and consider whether management responses to the
recommendations raised are appropriate, with due regard to risk, materiality and
coverage.

Make recommendations to the Leader of the Council or Cabinet Member for Finance,
Property and Business Services on any changes to the Council’s Internal Audit
Strategy and Internal Audit Plans.

Review the Annual Internal Audit Report and Opinion Statement and the level of
assurance this provides over the Council’s corporate governance arrangements, risk
management framework and system of internal controls.

Consider reports dealing with the activity, management and performance of Internal
Audit.

Following a request to the Corporate Director of Finance, and in consultation with the
Leader of the Council or Cabinet Member for Finance, Property and Business
Services, to request work from Internal Audit.



External Audit

8.

10.

11.

12.

13.

14.

Receive and consider the External Auditor's annual letter, relevant reports and the
report to those charged with governance.

Monitor management action in response to issues raised by External Audit.
Receive and consider specific reports as agreed with the External Auditor.

Comment on the scope and depth of External Audit work and ensure that it gives
value for money, making any recommendations to the Corporate Director of Finance.

Be consulted by the Corporate Director of Finance over the appointment of the
Council’'s External Auditor.

Following a request to the Corporate Director of Finance, and in consultation with the
Leader of the Council or Cabinet Member for Finance, Property and Business
Services, to commission work from External Audit.

Monitor arrangements for ensuring effective liaison between Internal Audit and
External Audit, in consultation with the Corporate Director of Finance.

Governance Framework

15.

16.

17.

18.

19.

20.

21.

Maintain an overview of the Council’s Constitution in respect of contract procedure
rules and financial regulations and where necessary bring proposals to the Leader of
the Council or the Cabinet for their development.

Review any issue referred to it by the Chief Executive, Deputy Chief Executive,
Corporate Director, any Council body or external assurance providers including
Inspection agencies.

Monitor and review, but not direct, the authority’s risk management arrangements,
including regularly reviewing the Corporate Risk Register and seeking assurances
that appropriate action is being taken on managing risks.

Review and monitor Council strategy and policies on anti-fraud and anti-corruption
including the ‘Raising Concerns at Work’ policy, making any recommendations on
changes to the relevant Corporate Director in consultation with the Leader of the
Council.

Oversee the production of the authority’s Annual Governance Statement and
recommend its adoption.

Review the Council's arrangements for corporate governance and make
recommendations to the Corporate Director of Finance on suggested actions to
improve alignment with best practice.

Where requested by the Leader of the Council or Cabinet Member for Finance,
Property and Business Services or Corporate Director of Finance, provide
recommendations on the Council’s compliance with its own and other published
standards and controls.



Accounts

22. Review and approve the annual statement of accounts. Specifically, to consider
whether appropriate accounting policies have been followed and whether there are
concerns arising from financial statements or from the external auditor that need to
be brought to the attention of the Council.

23. Consider the External Auditor’s report to those charged with governance on issues
arising from the external audit of the accounts.

Review and reporting

24. Undertake an annual independent review of the Audit Committee’s effectiveness and
submit an annual report to Council on the activity of the Audit Committee.
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Agenda Iltem 5

Minutes

HILLINGDON
AUDIT COMMITTEE
25 April 2019

Meeting held at Committee Room 6
Civic Centre, High Street, Uxbridge

Committee Members Present:

John Chesshire (Chairman)

Councillors Scott Seaman-Digby (Vice-Chairman), Tony Eginton, Martin Goddard and
Susan O'Brien

LBH Officers Present:

Sian Kunert (Head of Pensions, Treasury and Statutory Accounts), James Lake (Lead
Corporate Accountant), Paul Whaymand (Corporate Director of Finance), Muir Laurie
(Deputy Director of Exchequer & Business Assurance Services (Acting)), Sarah Hydrie
(Internal Audit Service Manager), Zac O'Neil (Counter Fraud Manager), Stephanie Rao
(Risk and Insurance Manager) and Anisha Teji (Democratic Services Officer)

Others Present:
Adrian Balmer (External Audit - Ernst & Young)

34. | APOLOGIES FOR ABSENCE (Agenda Item 1)
There were no apologies for absence.

35. | DECLARATIONS OF INTEREST (Agenda Item 2)

Councillor Tony Eginton declared a non-pecuniary interest in agenda item 5 arising
from the fact that he was a retired member of the Local Government Pension Scheme.
He remained for the discussion of all items.

36. | TO CONFIRM THAT ALL ITEMS MARKED PART | WILL BE CONSIDERED IN
PUBLIC AND THAT ANY ITEMS MARKED PART Il WILL BE CONSIDERED IN
PRIVATE (Agenda Item 3)

It was agreed that all the items on the agenda be considered in public with the

exception of Agenda Item 11 — Business Assurance - Draft Counter Fraud Strategic

Plan 2019/20 Draft and Agenda Item 12 — Corporate Risk Register 2018/19 Quarter 3.
37. | MINUTES OF THE MEETING HELD ON 6 FEBRUARY 2019 (Agenda Item 4)

Matters arising from the minutes from the meeting on 6 February 2019

The Deputy Director of Exchequer & Business Assurance Services (Acting) informed
the Committee that feedback had been provided to the relevant Housing team in
relation to the leaflet entitled “Your Guide to Universal Credit” and amendments would
be made by them. It was also confirmed that an update on the Early Years Centre
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would be provided later at the Committee meeting. The Counter Fraud related policies
had not come into full effect yet due to still being in the process of being finalised.

Committee approval of the minutes from 6 February 2019

The Committee agreed the insertion of Clir Ray Graham’s name to be listed in the
Committee Members present and to insert the word “some” in minute 28 final
paragraph to now read “It was confirmed that some IA resourcing would still be
outsourced to Mazars until the end of the financial year.”

RESOLVED - That the updates be noted and the minutes be approved subject to
the amendments stated above.

38.

EY- ANNUAL GRANT AUDIT LETTER (Agenda Item 5)

The Committee considered the External Audit Annual Grant Audit Letter, which
provided a summary of the key findings on the grant certification work undertaken by
Ernst & Young (EY) for the year ended 31 March 2018.

The report highlighted three areas of grant certification work as Housing Benefits
Subsidy Claim, Teacher’s Pension and Housing Capital Receipts. It was noted that EY
were responsible for certifying the Housing Benefit Subsidy claim under the contract
with the Public Sector Audit Appointments (PSAA). From this work, as a result of a
number of errors being revealed both in under and over payment of benefits identified
during the audit of the Housing Benefit Subsidy claim, a qualification letter was issued.

It was confirmed that given the nature of benefits and the high volume of transactions
there would always be a certain element of error. However, it was explained that the
benefits subsidy system was such that all errors no matter how small resulted in
qualification.

In addition, it was noted that EY were responsible for certifying two returns relating to
the Teachers’ Pension Contributions and Pooling of Capital receipts, outside of the
PSAA certification regime. These returns were certified without qualification.

The total fees charged for grant certification work for the financial year 2017/18 was
£40,945 (2016/17 £44,725)

RESOLVED - That the findings contained in the Annual Grant Audit Letter be
noted.

39.

ANNUAL GOVERNANCE STATEMENT 2018/19 - ORAL UPDATE (Agenda ltem 6)

The Committee was provided with an update on the preparation of the Annual
Governance Statement (AGS) for 2018/19. It was reported that work was progressing
well, the Management Assurance Statements had been completed and the first draft of
the AGS had been reviewed by the Corporate Governance Working Group.

It was reported that dates had been scheduled for the entire process which factored in
time for the Leader and EY to review. The AGS was on track to be submitted to the
Audit Committee's July reporting deadline.

It was also noted that the format of the draft AGS had been updated in line with best
practice. Current guidance had also been considered when drafting the AGS such as
the new CIPFA Statement on the Head of Internal Audit which was published in April
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2019.

RESOLVED - That the update on the AGS 2018/19 be noted.

40.

INTERNAL AUDIT PROGRESS REPORT FOR 2018/19 QUARTER 4 (INCLUDING
THE 2019/20 QUARTER 1 IA PLAN) (Agenda ltem 7)

The Internal Audit (IA) Service Manager presented the report which provided summary
information on all IA work covered in relation to the 2018/19 Quarter 4 |A Plan, together
with assurance levels in this respect.

It was highlighted that since the last IA progress report to CMT and the Audit
Committee on 14 January 2019, five assurance reviews (including three follow ups)
had concluded, one consultancy reviews had finalised and one grant claim (consisting
of three memos) had been certified.

Key assurance reviews finalised included Mortuary which received a reasonable
assurance opinion and Gifts and Hospitality which received a reasonable assurance
opinion over the management of key risks. One consultancy review of Private Sector
Housing had completed during this quarter.

It was reported that the Early Years Centre follow up was due to commence and in
preparation for this, IA had met with the Head of Service to receive an update on the
progress of the three high and five medium risk recommendations. It was confirmed
that two medium risks recommendations had been implemented but the remaining six
had been extended to 30 June 2019. The reason for the extension was to allow a
Business Improvement Delivery review to conclude before recommendations could be
implemented.

It was confirmed that three KPIs 5, 6, and 7 were reported as Red as reports were still
in progress. This target was a challenge and a number of factors had impacted this
including a restructure, recruitment campaign and staff members leaving the team.
Officers explained the progress was being regularly monitored and discussed at team
meetings.

During Member discussions, it was noted that the four high risks in the Emergency
Duty Team were issued in December 2018 and they would be followed up once they
reached their implementation deadline. In relation to Olympic House, IA and senior
management in Social Care agreed to cease testing as review of the provision, staffing
and site was being commissioned by the Director of Provider and Commissioned Care
and to progress the audit would not add sufficient value or provide assurance to
management or the Audit Committee.

It was also noted during Member discussions that the Review of the Effectiveness of
the Audit Committee was based on CIPFA guidance, IA had met with the Chairman
and testing had concluded. Agenda dispatch, minutes, skills matrix and training was
also reviewed as part of the audit. The results would be published in June 2019. When
planning for audit reviews, intelligence such as corporate and directorate risk registers
are used to inform IA planning meetings.

Members were pleased with the progress of the successful appointments to a number
of IA vacancies and that the team was fully recruited. It was confirmed that IA would
continue to have a partnership with Mazars.

RESOLVED -
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1) That the Audit Committee noted the IA Progress Report for 2018/19
Quarter 4 and approval be given to the Quarter 1 Internal Audit Plan for
2019/20.

2) That the Committee noted that the coverage, performance and results of
Business Assurance Internal Audit activity within this quarter

41.

DRAFT ANNUAL INTERNAL AUDIT PLAN FOR 2019/20 (Agenda Iltem 8)

The Committee was provided with the Draft Annual Internal Audit Plan 2019/20 that set
out the Internal Audit’s (IA) approach and activity type for the forthcoming year. The
plan sought to provide key stakeholders with independent assurance that the risks
within the Council's fundamental systems and processes were being effectively
managed; allow the Council to demonstrate that it was complying with the relevant
legislation and applicable professional standards; demonstrate the Council's
commitment to good governance and compliance with the UK Public Sector IA
Standards (PSIAS); and set out that Business Assurance Internal Audit resources were
being properly utilised.

It was noted that after deducting an appropriate amount of allocated time for IA
planning, reporting staff training etc, the calculated total available 1A chargeable time
for 2019/20 was 765 |A days. This represented a 135 day reduction on the 2018/19 1A
Plan. It was reported this was mainly due to change in the composition and skills mix of
the IA team.

It was noted that the IA had consulted with the Leader of the Council to seek his views
on the key risks facing the Council and comments had been invited from all Cabinet
Members. Members enquired what other steps were taken to identify potential risks
and it was confirmed that key committee papers were reviewed.

Members expressed some concern in the decrease in the number of audits days
however recognised that, despite this, better quality reviews were being undertaken
and a higher level of resource was being allocated to IA assurance work which
positively increased the effectiveness of the IA service.

RESOLVED - That the Audit Committee noted the Draft Internal Audit plan for
2019/20.

42.

COUNTER FRAUD PROGRESS REPORT 2018/19 QUARTER 4 (Agenda ltem 9)

The Head of Counter Fraud presented a report giving details on the work being
undertaken by the Business Assurance Counter Fraud Team (BACFT) in relation to
2018/19 Quarter 4 and assurances in this respect.

An updated appendix B and figure in relation to Table 1 — Housing Tenancy Fraud
Cases was provided to the Committee.

In summary, it was reported that during this quarter the team had achieved successful
loss prevention outcomes relating to Housing Fraud, Disabled Facilities Grants and
Social Care. The Committee was informed that five Council properties had been
recovered and two council tenants had downsized.

During this quarter, there had been a focus on completion of a successful tenancy
fraud project which had generated a number of criminal investigations into suspected
subletting and achieved the direct saving of £40k in home adaptation costs. The Home
Office Immigration Enforcement Officer had helped the Council with loss prevention
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work of £233k to date for 2018/19 and, as a result, the contract had been extended for
another year.

In relation to, Appendix A: Table 3 — BACFT Quarter 4 KPIs and Actual Performance, it
was confirmed that KPIs had improved since the beginning of the year but that there
was still work to be done to make improvements. An ongoing issue for the meeting of
KPls had been the Intelligence sub-team not yet being fully resourced.

It was confirmed that in 2018/19, the BACFT had successfully recovered 19 Council
properties and were actively pursuing a further two cases for eviction. A further 29
investigations for suspected tenancy fraud were ongoing.

It was noted that the next NFI exercise data match for Hillingdon was received in the
first week of February 2019. The BACFT was continuing to work through the data
matches identified for 2017 as well as working on matches for 2019, and this had
resulted in cashable savings of £6,685.82. Further to Member questions, officers
confirmed that this was a lower savings figure than expected. However, this data was
still being reviewed and the Committee would be updated next quarter on progress.

It was highlighted that in Quarter 4, one proactive Blue Badge misuse operation was
carried out in Uxbridge High Street. 59 badges were checked by BACFT officers, 1
criminal investigation had opened following badge seizure and 5 expired badges were
seized. It was noted that as more awareness was being raised, results for operations
would likely reduce meaning that blue badge operations were having a deterrent effect.
Further to Member concerns about Blue Badges being sold, it was confirmed that
residents who lost their blue badges regularly were monitored by the Contact Centre.

The Committee commended officers on their positive work.

RESOLVED - That the Counter Fraud Progress Report for 2018/19 Quarter 4 be
noted.

43.

WORK PROGRAMME (Agenda ltem 10)

It was confirmed that the meeting on Thursday 17 October 2019 had been moved to
Monday 21 October 2019.

The next training session would take place on 22 July 2019 and would cover the work
of the Business Assurance Counter Fraud Team.

RESOLVED - That the forward work programme be noted.

44.

BUSINESS ASSURANCE - DRAFT COUNTER FRAUD STRATEGIC PLAN 2019/20
(Agenda Item 11)

This item was discussed as a Part Il item without the press or public present as the
information under discussion contained confidential or exempt information as defined
by law in the Local Government (Access to Information) Act 1985. This was because it
discussed ‘information relating to the financial or business affairs of any particular
person (including the authority holding that information)’ (paragraph 7 of the schedule
to the Act).

The report presented to Members the draft Counter Fraud Strategic Plan for 2019/20,
which set out the planned approach and activity type for the forthcoming year. The
report defined the strategic approach that the Business Assurance Counter Fraud
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Team (BACFT) would take to manage the various risks of fraud against the Council,
set out the BACFT's Operational Work Plan for 2019-20, demonstrated the Council’s
zero tolerance on fraud and showed resources were being properly utilised.

RESOLVED -

1) That the Draft Counter Fraud Strategic Plan 2019/20be endorsed by the
Audit Committee

2) That the draft plan be recommended to the appropriate Council body for
approval, noting the Operational Work Plan 2019/20, in line with its role to
provide independent oversight of the Council's governance and risk
management arrangements.

45.

CORPORATE RISK REGISTER 2018/19 QUARTER 3 (Agenda ltem 12)

This item was discussed as a Part Il item without the press or public present as the
information under discussion contained confidential or exempt information as defined
by law in the Local Government (Access to Information) Act 1985. This was because it
discussed ‘information relating to the financial or business affairs of any particular
person (including the authority holding that information)’ (paragraph 3 of the schedule
to the Act).

The Corporate Risk Register for Quarter 3 (October to December 2018), report was
presented to Members. The report provided evidence about how identified corporate
risks were being managed and the actions which were being taken to mitigate those
risks.

RESOLVED - That the Committee reviewed the Corporate Risk Register for
Quarter 3 (October to December 2018), as part of the Committee's role to
independently assure the strategic risk management arrangements in the
Council.

The meeting, which commenced at 5.43 pm, closed at 6.56 pm.

These are the minutes of the above meeting. For more information on any of the
resolutions please contact Anisha Teji, Democratic Services Officer on 01895 277655.
Circulation of these minutes is to Councillors, Officers, the Press and Members of the
Public.
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Agenda Iltem 6

APPROVAL OF THE 2018/19 STATEMENT OF ACCOUNTS AND
EXTERNAL AUDIT REPORT FOR THE YEAR ENDED 31 MARCH 2019

' Committee name | | Audit Committee
| Officer reporting | | Sian Kunert, Finance
Papers with report EY Audit Results Report — to follow

EY Pension Fund Audit Results Report
Statement of Accounts as at 31 March 2019

' Ward A

HEADLINES

The draft Statement of Accounts are attached to this report for approval. A final version of the
statement of accounts will be provided at the committee meeting and will be subject to any
changes through the remainder of the audit period. The statement of accounts are inclusive of
the Pension Fund accounts. The Pension Fund accounts are audited separately due to their
specialist nature.

EY, the external auditor, have prepared two reports to summarise their findings on the audit of
the 2018/19 Statement of Accounts and the Pension Fund Accounts. The report on the main
financial statements will follow, the report on the Pension Fund accounts audit is attached.

EY have indicated they will issue an unqualified opinion on the Pension Fund Accounts, subject
to some outstanding areas of work.

RECOMMENDATIONS:
That the Committee approve the audited Statement of Accounts for 2018/19.
SUPPORTING INFORMATION

The arrangements for keeping and publishing the Council’s accounts are set out in the Accounts
and Audit Regulations 2015. Under these regulations the Corporate Director of Finance is
responsible for determining the Council’s accounting system, form of accounts and supporting
accounting records.

In accordance with the requirements of the Accounts and Audit Regulations the Corporate Director
of Finance approved the Statement of Accounts on 30 May 2019, prior to the accounts release to
the Council’s external auditor, EY.

Once the accounts are audited the regulations require the Audit Committee consider and approve

the audited Statement of Accounts by 31 July 2019 and for these accounts to be signed and dated
by the Audit Committee and Responsible finance officer.

Classification: Public
Audit Committee — 22 July 2019
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Scope of external audit

The Council’s auditor, EY, is responsible for undertaking an audit of the Statement of Accounts.
The outcome of the audit is set out in the audit results report.

The International Standard on Auditing Report 260 (ISA 260) requires that auditors should
communicate to elected members matters of governance that arise from the audit of the financial
statements. These cover:

Financial performance and position
Accounting policies and financial reporting
Materiality and identified misstatements
Accounting and internal control systems
Value for Money (VFM) conclusion

Annual Governance Statement

The London Borough of Hillingdon is required to prepare an Annual Governance Statement (AGS)
to meet its responsibilities for safeguarding public money and managing business functions in
accordance with the Accounts and Audit Regulations 2015. The Council also has a duty under
the Local Government Act 2003 to conduct a continuous assessment and improvement of
business functions and demonstrate Economy, Efficiency and Effectiveness.

The Council has developed a system to evaluate the management of risks, internal controls and
governance arrangements across all services, which form part of the process to compile this
document. This process concludes with a formal statement outlining overall performance and any
measures needed to address identified governance weaknesses as part of the Statement of
Accounts. The AGS has been signed and agreed by the Leader of the Council and the Chief
Executive; approval of the Statement of Accounts includes adoption of the AGS.

Accounts Summary

The Balance Sheet of the Council sets out the assets and liabilities at the end of the financial year
and is a guide to the financial health of the Council. There was an overall increase to the wealth
of the Council shown through the balance sheet of £276m, this was mainly due to a revaluation
rise in property value, which also increased the revaluation reserve within unusable reserves.

Usable reserves fell £9m in year with a reduction in schools balances and the HRA reserves, with
a small increase on General Fund balances.

The Comprehensive Income and Expenditure Statement shows a surplus of £25.8m on the
provision of services. Much of this surplus resulted from the reversal of previous revelation losses
and profit on asset disposals. However most of the surplus is reversed out due to accounting
requirements, to represent the statutory cost of the general fund and HRA for Council Tax and
rent setting purposes. The ultimate impact to the General Fund was an in-year surplus of £1.3m,
whilst the HRA had an in-year deficit of £18.8m.

Post Balance Sheet Events

Classification: Public
Audit Committee — 22 July 2019
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The accounts have been updated with a post balance sheet event since 31 March 2019.

When the LGPS benefit structure was reformed in 2014, transitional protections were applied to
certain older members close to normal retirement age. The benefits accrued from 1 April 2014
by these members mean they cannot be lower than what they would have received under the
previous benefit structure.

In December 2018 the Court of Appeal upheld a ruling (“McCloud/Sargeant”) that similar
transitional protections in the Judges’ and Firefighters’ Pension Schemes were unlawful on the
grounds of age discrimination. The implications of the ruling are expected to apply to the LGPS
(and other public service schemes) as well. The UK Government requested leave to appeal to
the Supreme Court but this was denied at the end of June 2019. LGPS benefits accrued from
2014 may therefore need to be enhanced so that all members, regardless of age, will benefit from
transitional protections. Alternatively, restitution may be achieved in a different way, for example
by paying compensation. It is anticipated that many more members would see an enhanced
benefit and there will therefore be a retrospective increase to members’ benefits, giving rise to a
past service cost for the Fund employers.

Quantifying the impact of the judgement at this stage is very difficult because it will depend on a
wide range of factors that can impact. The Government Actuary’s Department (GAD) has
estimated that the impact for the LGPS as a whole could be to increase active member liabilities
by 3.2%, based on a given set of actuarial assumptions. The Fund’s actuary has adjusted GAD’s
estimate to better reflect the London Borough of Hillingdon Pension Fund’s local assumptions,
particularly salary increases and withdrawal rates. The revised estimate as it applies to London
Borough of Hillingdon Pool is that total liabilities (i.e. the increase in active members’ liabilities
expressed in terms of the employer’s total membership) could be 0.23% higher as at 31 March
2019, an increase of approximately £3.4m.

These numbers are high level estimates based on scheme level calculations and depend on
several key assumptions. As a result of this has been accounted for as a non adjusting post
balance sheet event in the Councils financial statements. The primary financial statements have
not been corrected to take account this estimate.

Public Inspection of the Accounts

In line with the Local Audit and Accountability Act 2014 and Accounts and Audit Regulations 2015,
from 1st June 2019 to 12th July 2019, any person interested was able to inspect the accounts of
the council for the year ended 31st March 2019. Inspection includes all related documents
(comprising books, deeds, contracts, bills, vouchers and receipts). Documents are often redacted,
as there is no right to inspect documentation or records with personal information. During this
same period a Hillingdon local government elector, or his/her representative, may question the
Auditor about the accounting records, and raise an objection to the council’s accounts.

At the time of reporting the Council had received public inspection requests from two individual’s,
one local elector and one Councillor, on 5 specific topics. Officer time in responding to these
enquires is estimated to have taken approximately 40 hours.

In addition to the inspection requests EY have received an objection to the accounts. Further

Classification: Public
Audit Committee — 22 July 2019

Page 9



information and an update will be provided at the committee meeting.

FINANCIAL IMPLICATIONS

The financial implications are contained within the body of the report

LEGAL IMPLICATIONS

The Secretary of State for Communities and Local Government delegated statutory functions
(from the Audit Commission Act 1998) to PSAA on a transitional basis under powers contained

in the Local Audit and Accountability Act 2014. In Hillingdon, EY have been appointed by the
PSAA to carry out this function.

Classification: Public
Audit Committee — 22 July 2019
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London Borough of
Hillingdon Pension Fund

Audit results report
Year ended 31 March 2019

8th July 2019




8th July 2019

Dear Audit Committee and Pension Committee Members

We are pleased to attach our audit results report for the forthcoming meeting of the Audit Committee. This report summarises our preliminary
audit conclusion in relation to the audit of Hillingdon Pension Fund for 2018/19.

We have substantially completed our audit of Hillingdon Pension Fund for the year ended 31st March 2019.
Subject to concluding the outstanding matters listed in our report, we confirm that we expect to issue an unqualified audit opinion on the financial
statements in the form in section 3, before the 31st July 2019.

This report is intended solely for the use of the Audit Committee, Pensions Committee, other members of the Authority, and senior management.
It should not be used for any other purpose or given to any other party without obtaining our written consent.

We would like to thank your staff for their help during the engagement.

We welcome the opportunity to discuss the contents of this report with you at the Audit Committee meeting on 2214 July 2019.

Yours faithfully

SED

Suresh Patel

Associate Partner
For and on behalf of Ernst & Young LLP

Encl
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issues Environment

Public Sector Audit Appointments Ltd (PSAA) have issued a ‘Statement of responsibilities of auditors and audited bodies’. It is available from the Chief Executive of each audited body and via the PSAA
website (www.psaa.co.uk). This Statement of responsibilities serves as the formal terms of engagement between appointed auditors and audited bodies. It summarises where the different
responsibilities of auditors and audited bodies begin and end, and what is to be expected of the audited body in certain areas. The ‘Terms of Appointment (updated April 2018)" issued by PSAA sets out
additional requirements that auditors must comply with, over and above those set out in the National Audit Office Code of Audit Practice (the Code) and statute, and covers matters of practice and
procedure which are of a recurring nature.

This report is prepared in the context of the Statement of responsibilities. It is addressed to the Members of the audited body, and is prepared for their sole use. We, as appointed auditor, take no
responsibility to any third party.

Our Complaints Procedure - If at any time you would like to discuss with us how our service to you could be improved, or if you are dissatisfied with the service you are receiving, you may take the issue
up with your usual partner or director contact. If you prefer an alternative route, please contact Steve Varley, our Managing Partner, 1 More London Place, London SE1 2AF. We undertake to look into
any complaint carefully and promptly and to do all we can to explain the position to you. Should you remain dissatisfied with any aspect of our service, you may of course take matters up with our
professional institute. We can provide further information on how you may contact our professional institute.




T abed

0N Executive Summary

T




52 Executive Summary

»

Scope update

In our Audit Plan tabled at the 6th February 2019 Audit Committee meeting, we provided you with an overview of our audit scope and approach for the
audit of the financial statements. We carried out our audit in accordance with this plan.

Changes in materiality - We updated our planning materiality assessment using the draft consolidated results and have also reconsidered our risk
assessment. Based on our materiality measure of gross expenditure on provision of services, we have updated our overall materiality assessment to
£10.596m (previously £10.123 m). This results in updated performance materiality, at 75% of overall materiality, of £7.947 m, and an updated
threshold for reporting misstatements of £0.530m.

Status of the audit

We have substantially completed our audit of Hillingdon Pension Fund's financial statements for the year ended 315t March 2019 and have performed
the procedures outlined in our Audit Plan. Subject to satisfactory completion of the following outstanding items we expect to issue an unqgualified opinion
on the Fund's financial statements in the form which appears at Section 3. However until work is complete, further amendments may arise. For

2 outstanding items see Appendix B.

® |n addition to the above, there is an ongoing national issue which may require a late change to the pension fund accounts and IAS26 fund liability

urdisclosure. It relates to legal rulings regarding age discrimination arising from public sector pension scheme transitional arrangements, commonly
described as the McCloud ruling. The draft pension fund accounts have recognised this matter as a contingent liability. However, since the year-end
there have been increasing indications that this may not be the correct treatment, and may need to be incorporated into the assessment of the scheme
liabilities depending on the materiality of the issue. We will continue to liaise with officers on the outcome of this matter.

The Fund does not expect to complete its Annual Report by the end of July. As a result, we will not be in a position to issue the audit certificate at the
same time as the audit opinion.

Audit differences

There are currently no unadjusted or adjusted audit differences arising from our audit which we need to bring to your attention. We have identified a
small number of audit differences in disclosures which have been adjusted by management. These all fall below the level at which we need to report them
to you.

Further details of the thresholds which we apply to report audit differences can be found in Section 4.

As the audit is still ongoing it is possible that we will identify audit differences which we will need to bring to your attention. We will provide an update at
the Audit Committee meeting on 22" July.
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Areas of audit focus

Our Audit Plan identified key areas of focus for our audit of Hillingdon Pension Fund's financial statements, this report sets out our observations and
conclusions. We summarise our consideration of these matters, and any others identified, in the "Key Audit Issues" section of this report.

We ask you to review these and any other matters in this report to ensure:

» There are no other considerations or matters that could have an impact on these issues

» You agree with the resolution of the issue

» There are no other significant issues to be considered.

There are no matters, apart from those reported by management or disclosed in this report, which we believe should be brought to the attention of the
Audit Committee.

Control observations

H

& We have adopted a fully substantive approach, so have not tested the operation of controls. As we have gone through the audit, we have not identified
‘:any significant deficiencies in the design or operation of an internal control that might result in a material misstatement.

| 9

Independence

We have no new independence matters top report but provide an update on Independence at Section 9.






Areas of Audit Focus
Significant risk

Risk O.f Man.agement As identified in ISA (UK and Ireland) 240, management is in a unique position to perpetrate fraud because

Override: Misstatements of its ability to manipulate accounting records directly or indirectly and prepare fraudulent financial

due to fraud or error statements by overriding controls that otherwise appear to be operating effectively. We identify and
respond to this fraud risk on every audit engagement.

What judgements are we focused on? What are our conclusions?

U
& We focussed our testing on key areas of the accounts that are susceptible to We have not identified any material weaknesses in controls
2 management bias. or evidence of material management override.
©
What did we do? Our journal entry testing did not identify any issues.
» Inquired of management about risks of fraud and the controls put in place to address We have not identified any instances of management bias
those risks. being applied to accounting estimates.
» Gained an understanding of the oversight given by those charged with governance of ) ) ) ) ) )
management's processes over fraud. We did not identify any other transactions during our audit

which appeared unusual or outside the Fund‘s normal

» Considered the effectiveness of management's controls designed to address the risk )
course of business.

of fraud.

Performed mandatory procedures regardless of specifically identified fraud risks,
including:

» Tested the appropriateness of journal entries recorded in the general ledger and other
adjustments made in the preparation of the financial statements

» Assessed accounting estimates for evidence of management bias, and
» Evaluated the business rationale for significant unusual transactions.



Areas of Audit Focus
Significant risk
Misstatement due to

Fraud & Error - Posting of The financial statements as a whole are not free of material misstatements whether caused by fraud or

. : error. As identified in ISA (UK and Ireland) 240, management is in a unigue position to perpetrate fraud
investment Journals because of its ability to manipulate accounting records directly or indirectly and prepare fraudulent
financial statements by overriding controls that otherwise appear to be operating effectively. We identify
and respond to this fraud risk on every audit engagement.

There is a risk that due to fraud or error, journals posted into the general ledger for the investment values
are incorrect.

What judgements are we focused on? What are our conclusions?

g-?We focused on aspects of the financial statements related to investment journal entries We have not identified any material weaknesses in controls
@ as this area in particular is a manual process from receiving the investment report from or evidence of material management override.
rothe Custodian to inputting the results of the report into the accounting system. We have not identified any instances of inappropriate

judgements being applied.

We did not identify any other transactions during our audit

: which appeared unusual or outside the Fund’s normal
What did we do? course of business.

Our approach focused on testing the appropriateness of manual journal entries recorded ‘ _ ‘ _ ‘ ‘
in the general ledger posting investment values ensuring: We did not identify any evidence of inappropriate
» The amount is supported by the fund manager/custodian report; accounting for investment values.

» Correct authorisations have been obtained.



Areas of Audit Focus

Significant risk

. . What is the risk?
risk of Incorrect Valuation Tl

of Investments

The Fund's investments include unquoted pooled investment vehicles such as private equity, and property
investments. Judgements are taken by the Investment Managers to value those investments whose prices
are not publicly available. The material nature of Investments means that any error in judgement could
result in @ material valuation error.

Market volatility means such judgments can quickly become outdated, especially when there is a significant
time period between the latest available audited information and the fund year end. Such variations could
have a material impact on the financial statements.

] What judgements are we focused on? What are our conclusions?

& The proportion of the fund comprising these investment types in 2018/19 is at circa We have not identified any material weaknesses in controls
(:J 10.8%, and as these investments are more complex to value, we have identified the of the investment managers or evidence of misstatement in
O Fund's investments in private equity and pooled property investments as higher risk, as the valuation of level 3 investments.

even a small movement in these assumptions could have an impact on the financial

statements. We have not identified any instances of inappropriate

We have assessed that the risk of incorrectly valuing investments is high for level 3 judgements being applied in the valuation of level 3

investments held by the pension fund. investments.

Total of level 3 investments held by the Fund at 31 March 2019 is £113 million.

We did not identify any other transactions during our audit
What did we do? which appeared unusual or outside the Fund's normal

We:

| 2

»

course of business.

Assessed the competence of management experts;

Reviewed the basis of valuation for property investments and other unquoted
investments and assessing the appropriateness of the valuation methods used;

We reviewed the latest audited accounts for the relevant investment managers and
ensured there are no matters arising that highlighted weaknesses in the funds
valuation; and

Performed analytical procedures and checking the valuation output for
reasonableness against our own expectations.

10



Areas of Audit Focus
Other areas of audit focus

.
London Collective

: The London Collective Investment Vehicle (CIV) invests the fund's money in a pool with other London
Investment Vehicle Borough Pension Funds. As a result, the exact proportion of each investment in the vehicle that is held by
Hillingdon Pension Fund is more complex to calculate.
This raises an uncertainty on the valuation of these investments to recognise.

What did we do and what management judgements did we focus on?

& We focused on:
» Assessing the competence of management experts;

» Reviewing the basis of valuation for property investments and other unquoted investments and assessed the appropriateness of the valuation
methods used;

» Reviewing the basis for the separation of Fund assets and Vehicle assets and recalculated it to confirm accuracy; and
» Performing analytical procedures and checking the valuation output for reasonableness against our own expectations.

«Q
D
N
[y

What are our conclusions?

We did not identify any evidence of incorrect accounting treatment for investments managed by the London CIV.

11



Areas of Audit Focus
Other areas of audit focus

standards The 2018/19 edition of the Code introduces two substantial new financial reporting standards; IFRS 9 and
IFRS 15.

There is a risk that these new standards have not been appropriately implemented by the Pension Fund.

What did we do and what management judgements did we focus on?

We reviewed:

» management’s assessment of the classification and measurement of financial assets under IFRS 9, including review of the new expected credit loss
impairment model and new disclosure requirements

» Management's assessment of the impact on revenue recognition as a result of the adoption of IFRS 15 - Revenue from Contracts with Service
Recipient

2z abed

What are our conclusions?

We concluded that management’s assessment of the impact of the new standards was reasonable.
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Audit Report

Draft audit report

Our opinion on the financial statements

vz abed

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF LONDON BOROUGH OF HILLINGDON

Opinion

We have audited the pension fund financial statements for the year ended 31 March 2019 under the Local Audit and Accountability Act 2014. The pension fund
financial statements comprise the Fund Account, the Net Assets Statement and the related notes 1 to 23. 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 2018/19.

In our opinion the pension fund financial statements:

» give a true and fair view of the financial transactions of the pension fund during the year ended 31 March 2019 and the amount and disposition of the fund's assets
and liabilities as at 31 March 2019; and

» have been properly prepared in accordance with the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom 2018/19.

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 below. We are independent of the pension fund 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 the
Comptroller and Auditor General's (C&AG) AGNO1, 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.

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 Corporate Director of Finance's use of the going concern basis of accounting in the preparation of the financial statements is not appropriate; or

» the Corporate Director of Finance has not disclosed in the financial statements any identified material uncertainties that may cast significant doubt about the
pension fund'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.

14



Audit Report

Draft audit report

Gg abed

Our opinion on the financial statements

Other information

The other information comprises the information included in the London Borough of Hillingdon Statement of Accounts 2018/19 and our auditor’s report thereon.
The Corporate Director of Finance is responsible for the other information.

Our opinion on the financial statements does not cover the other information and, except to the extent otherwise explicitly stated in this 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 obtained in the audit 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 the other
information, we are required to report that fact.

We have nothing to report in this regard.

Matters on which we report by exception

We report to you if:

» we issue a report in the public interest under section 24 of the Local Audit and Accountability Act 2014,

» we make written recommendations to the audited body under Section 24 of the Local Audit and Accountability Act 2014;

» we make an application to the court for a declaration that an item of account is contrary to law under Section 28 of the Local Audit and Accountability Act 2014;
» we issue an advisory notice under Section 29 of the Local Audit and Accountability Act 2014; or

» we make an application for judicial review under Section 31 of the Local Audit and Accountability Act 2014.

We have nothing to report in these respects.

15
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Draft audit report
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Our opinion on the financial statements

Responsibility of the Corporate Director of Finance

As explained more fully in the Statement of Responsibilities set out on page 12, the Corporate Director of Finance is responsible for the preparation of the
Authority's Statement of Accounts, which includes the pension fund 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 2018/19, and for being satisfied that they give a true and fair view.

In preparing the financial statements, the Corporate Director of Finance is responsible for assessing the Pension Fund'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 Pension Fund either intends to cease
operations, or have no realistic alternative but to do so.

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
https://www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor's report.

Use of our report
This report is made solely to the members of London Borough of Hillingdon, as a body, in accordance with Part 5 of the Local Audit and Accountability Act
2014 and for no other purpose, as set out in paragraph 43 of the Statement of Responsibilities of Auditors and Audited Bodies published by Public Sector Audit

Appointments Limited. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the London Borough of Hillingdon
and the London Borough of Hillingdon's members as a body, for our audit work, for this report, or for the opinions we have formed.

16
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/. Audit Differences

In the normal course of any audit, we identify misstatements between amounts we believe should be recorded in the financial statements and the
disclosures and amounts actually recorded. These differences are classified as “known" or “judgemental”. Known differences represent items that can be
accurately quantified and relate to a definite set of facts or circumstances. Judgemental differences generally involve estimation and relate to facts or
circumstances that are uncertain or open to interpretation.

Summary of adjusted differences

We highlight any misstatements greater than £10.596 million which have been corrected by management during the course of our audit. There are no
corrected misstatements to bring to your attention as at the date of this report.

We report to you any uncorrected misstatements greater than our nominal value of £0.530 million. There are no uncorrected misstatements to bring to
your attention as at the date of this report.

Some minor disclosure amendments have been made which do not need to be brought to the Committee’s attention.

There are currently no uncorrected misstatements. We will provide an update at the Audit Committee meeting on 2219 July.

8z abed
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{:qacsf;Other reporting issues
Other reporting issues

Consistency of other information published with the financial statements

We must give an opinion on the consistency of the financial and non-financial information in the Statement of Accounts 2018/19 with the audited
financial statements. Financial information in the Statement of Accounts 2018/19 and published with the financial statements was consistent with the
audited financial statements.

Other powers and duties

We have a duty under the Local Audit and Accountability Act 2014 to consider whether to report on any matter that comes to our attention in the
course of the audit, either for the Authority to consider it or to bring it to the attention of the public (i.e. “a report in the public interest”). We did not
identify any issues which required us to issue a report in the public interest.

T We also have a duty to make written recommendations to the Authority, copied to the Secretary of State, and take action in accordance with our

% responsibilities under the Local Audit and Accountability Act 2014. We did not identify any issues.

w

e
Other matters

As required by ISA (UK&I) 260 and other ISAs specifying communication requirements, we must tell you significant findings from the audit and other
matters if they are significant to your oversight of the Authority’s financial reporting process. They include the following:

» Significant qualitative aspects of accounting practices including accounting policies, accounting estimates and financial statement disclosures;
* Any significant difficulties encountered during the audit;

» Any significant matters arising from the audit that were discussed with management;

» Written representations we have requested;

» Expected modifications to the audit report;

* Any other matters significant to overseeing the financial reporting process;

* Related parties;

» External confirmations;

» Going concern; and

» Consideration of laws and regulations.

We have no matters to report at present. However as work is ongoing across a number of these areas it is still possible that findings may arise. We will
provide an update at the Committee meeting.



Assessment of Control

Environment
S




%, Assessment of Control Environment

Financial controls

It is the responsibility of the Pension Fund to develop and implement systems of internal financial control and to put in place proper arrangements to
monitor their adequacy and effectiveness in practice. Our responsibility as your auditor is to consider whether the Pension Fund has put adequate
arrangements in place to satisfy itself that the systems of internal financial control are both adequate and effective in practice.

As part of our audit of the financial statements, we obtained an understanding of internal control sufficient to plan our audit and determine the nature,
timing and extent of testing performed. As we have adopted a fully substantive approach, we have therefore not tested the operation of controls.

Although our audit was not designed to express an opinion on the effectiveness of internal control we are required to communicate to you significant
deficiencies in internal control.

We have not identified any significant deficiencies in the design or operation of an internal control that might result in a material misstatement in your
financial statements of which you are not aware.

Z¢ abed
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Use of Data Analytics in the Audit

Data analytics — Journals Testing

Analytics Driven Audit

Page 24

Data analytics

We used our data analysers to enable us to capture entire populations of your financial data. These
analysers:

» Help identify specific exceptions and anomalies which can then be the focus of our substantive
audit tests; and

» Give greater likelihood of identifying errors than traditional, random sampling techniques.

In 2018/19, our use of these analysers in the authority's audit included testing journal entries, to
identify and focus our testing on those entries we deem to have the highest inherent risk to the
audit.

We capture the data through our formal data requests and the data transfer takes place on a
secured EY website. These are in line with our EY data protection policies which are designed to
protect the confidentiality, integrity and availability of business and personal information.

Journal Entry Analysis

We obtain downloads of all LG financial ledger transactions posted in the year. We perform
completeness analysis over the data, reconciling the sum of transactions to the movement in the
trial balances and financial statements to ensure we have captured all data. Our analysers then
review and sort transactions, allowing us to more effectively identify and test journals that we
consider to be higher risk, as identified in our audit planning report.

EY
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Data Analytics
Journal Entry Data Insights

The graphic outlined below summarises the Pension Fund's journal population for 2018/19. We review journals by certain risk based criteria to
focus on higher risk transactions, such as journals posted manually by management, those posted around the year-end, those with unusual
debit and credit relationships, and those posted by individuals we would not expect to be entering transactions.

The purpose of this approach is to provide a more effective, risk focused approach to auditing journal entries, minimising the burden of
compliance on management by minimising randomly selected samples.

EY Helix - GLASS: Journal Entry Data Insights - 10 Hillingdon Pension Fund - 31/03/2019

Facts and Figures I Manual v System by Volume I Manual v System by Value | Top Five Preparers
tem (9.7%
Number of Journals Posted: ) y : SYSADN’U _
362
System (78.5%)
Manual (90.3%
Average Number of Journals Posted e RHOLME l 13
per Day: | Top Five Activity Accounts | Bottom Five Activity Accounts
2 CBATTEN I 9
C. Cash and P N. Trade
short term de. payaties_ o1 |
UB. Other H. Investments, PNEHRA | 6
Average Number of Lines per Joumnal:  gperating inco... including inve... . Ey I
VG1. Operating UB. Other :
173 e _ 154 aperating e . 15 O 20 40 60 80 100 120 140 160 180 200 220 240 260 280
- - N. Trade EB. Receivables 2
Operational Efficiences payables B41 142 from suppliers... | 3 | Bottom Five Preparers
_ H. Invesfrmenls. l 21 Z. O?her_B41 | 2 -
Manual Journals Posted at weekend: including inves... Strategic Fina... peu ﬂ
0 0 50 100 150 200 250 0 50 100 150
JLAKE
I Days of the Week

Manual journals where gross

amount is < £5: %0.90 260.0M ARANI
24 o 195.0M LTIERNE
400 130.0M Y
e 65.0M NJENKIN
Journal lines with zero value: 0.0 0.0 S
0 Mon Tue Wed Thu Fri 0 1 2
Online

62,462 of 62,462 rows 0 marked 46 columns Journals
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Data Analytics

Journal Entry Testing

In line with ISA 240 we are required to test the appropriateness of Using our analysers we are able to take a risk based approach to
journal entries recorded in the general ledger and other identify journals with a higher risk of management override, as
adjustments made in the preparation of the financial statements. outlined in our audit planning report.

Journal entry data criteria — Hillingdon Pension Fund— 31 March 2019

Tmefre |Joumal Counter What did we do?
EY Helix - GLASS: Criteria —
Values by Journal Count i i
T pr— oo e couer We obtained geperal ledger journal
3 on

data for the period and have used our
Manual (21.5%) o Entry Date P . . . ..
= R T e - Joumalcountbased on sekecion: 3 3|ysers to identify characteristics
bl Weekda, 9 9 9 . .
System (185%) - Revews 7 ' 362 typically associated with inappropriate
Account Class / GL Account I . journal entries or adjustments, and
R fear Account Class e e journals entries that are subject to a
«a o higher risk of management override.
v v Pi D Value: Posting Pattern Business Unit
w T T repareri v
> Cople O shm(!:e&a;:;ng- oo M~ (Tema T We then performed tests on the
i s o TUNDE R [Aivaes journals identified to determine if they
Sprm:s:.::; . operating incom.. 2:2;—:‘;‘5 1; - Business Unit - Business Unit Name were appropriate and reasonable.
VG1. Operating - PNEHRA 6
Payables Expenditure_RS... GMILNE 4
N. Trade DGURTON 2
payables_B41 S.. JLAKE 2 Account Pairing Selector
Payrall H. Invgstmems, ARANI 1
mvestmerlﬂrtl:‘l:drg I LTIERNEY 1 Based on Account Type
Receivables UB. Other NJENKINS 1
operating incom.. Primary: (None)

DCAL EB. Receivables
from suppliersh.

Debit/ Credit  Both to Primary

Z. Other_B41

Manual
ane Strategic Finance

Secondary (None)

A 0 50 100 150 200 (1 0 10 20 Debit/Creat | Both to Secondary

What are our conclusions?

We isolated a sub set of journals for further investigation and obtained supporting evidence to verify the posting of these transactions and
concluded that they were appropriately stated.
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Confirmation

8¢ abed

We confirm that there are no changes in our assessment of independence since our confirmation in our Audit Plan dated 6 February 2019.

We complied with the FRC Ethical Standards and the requirements of the PSAA’s Terms of Appointment. In our professional judgement the firm is
independent and the objectivity of the audit engagement partner and audit staff has not been compromised within the meaning of requlatory and
professional requirements. We consider that our independence in this context is a matter which you should review, as well as us. It is important that
the Audit Committee considers the facts known to you and come to a view. If you would like to discuss any matters concerning our independence,
we will be pleased to do this at the meeting of the Audit Committee on 22 July 2019.

The FRC Ethical Standard requires that we provide details of all relationships between Ernst & Young (EY) and your Authority, and its directors and
senior management and its affiliates, including all services provided by us and our network to your Authority, its directors and senior management
and its affiliates, and other services provided to other known connected parties that we consider may reasonably be thought to bear on the our
integrity or objectivity, including those that could compromise independence and the related safequards that are in place and why they address the
threats. There are no relationships from 1st April 2018 to the date of this report, which we consider may reasonably be thought to bear on our
independence and objectivity.

Fee analysis

As part of our reporting on our independence, we set out below a summary of the fees paid for the year ended 31 March 2019.
We confirm that we have not undertaken non-audit work outside the NAO Code requirements.

Final Fee Planned Fee Scale Fee Final Fee
2018/19 2018/19 2018/19 2017/18
£ £ £ £

Total Audit Fee - Code work TBC 16,170 16,170 21,000

The agreed fee presented is based on the following assumptions:
» Officers meeting the agreed timetable of deliverables; Our accounts opinion and value for money conclusion being unqualified;
» Appropriate quality of documentation is provided by the Pension Fund; and The Pension Fund has an effective control environment.

We will confirm the final fee at the end of the audit. 28
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Required communications with the Audit Committee

There are certain communications that we must provide to the Audit Committees of UK clients. We have detailed these here together with a reference of when and where

they were covered:

Required communications |i What is reported?

Terms of engagement

Y

Q

@ . gy .

iOur responsibilities

C’Planning and audit
approach

Significant findings
from the audit

Confirmation by the audit committee of acceptance of terms of engagement as written
in the engagement letter signed by both parties.

Reminder of our responsibilities as set out in the engagement letter.

Communication of the planned scope and timing of the audit, any limitations and the
significant risks identified.

>

Our view about the significant qualitative aspects of accounting practices including
accounting policies, accounting estimates and financial statement disclosures

Significant difficulties, if any, encountered during the audit

Significant matters, if any, arising from the audit that were discussed with management
Written representations that we are seeking

Expected modifications to the audit report

Other matters if any, significant to the oversight of the financial reporting process

Our Reporting to you

9 When and where

The statement of responsibilities serves as the
formal terms of engagement between the
PSAA’s appointed auditors and audited bodies.

Audit planning report on 6t February 2019
Audit planning report on 6t" February 2019

Audit results report on 22n July 2019
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Required communications |i What is reported?

Going concern

Misstatements

Subsequent events

Fraud

Events or conditions identified that may cast significant doubt on the entity’s ability
to continue as a going concern, including:

>

>

Whether the events or conditions constitute a material uncertainty

Whether the use of the going concern assumption is appropriate in the preparation
and presentation of the financial statements

The adequacy of related disclosures in the financial statements

Uncorrected misstatements and their effect on our audit opinion
The effect of uncorrected misstatements related to prior periods
A request that any uncorrected misstatement be corrected
Material misstatements corrected by management

Enquiry of the audit committee where appropriate regarding whether any subsequent
events have occurred that might affect the financial statements.

Enquiries of the Audit Committee to determine whether they have knowledge of any
actual, suspected or alleged fraud affecting the Authority

Any fraud that we have identified or information we have obtained that indicates that a
fraud may exist

Unless all of those charged with governance are involved in managing the Authority, any
identified or suspected fraud involving:

a. Management;
b. Employees who have significant roles in internal control; or

c. Others where the fraud results in a material misstatement in the financial statements.

The nature, timing and extent of audit procedures necessary to complete the audit when
fraud involving management is suspected

Any other matters related to fraud, relevant to Audit Committee responsibility.

Our Reporting to you

v When and where

No conditions or events were identified, either
individually or together to raise any doubt
about London Borough of Hillingdon Pension
Fund's ability to continue for the 12 months
from the date of our report.

Audit results report on 22" July 2019

Audit Committee meeting on the 22" July
2019

Audit results report on 22" July 2019
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Our Reporting to you

Required communications |i What is reported? v When and where
Related parties Significant matters arising during the audit in connection with the Authority’'s related Audit results report on 22" July 2019

parties including, when applicable:

» Non-disclosure by management

» Inappropriate authorisation and approval of transactions

» Disagreement over disclosures

» Non-compliance with laws and regulations

» Difficulty in identifying the party that ultimately controls the Authority

Independence Communication of all significant facts and matters that bear on EY's, and all individuals Audit planning report on 6t February 2019
involved in the audit, objectivity and independence. and
. Communication of key elements of the audit engagement partner’s consideration of Audit results report on 22" July 2019
g independence and objectivity such as:
) » The principal threats
,% » Safeguards adopted and their effectiveness

» Anoverall assessment of threats and safequards

» Information about the general policies and process within the firm to maintain objectivity
and independence

Communications whenever significant judgments are made about threats to objectivity and
independence and the appropriateness of safeguards put in place.
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Required communications |i What is reported?

External confirmations

Consideration of laws
and reqgulations

abed

o%Significant deficiencies in
internal controls identified
during the audit

v

Management's refusal for us to request confirmations
Inability to obtain relevant and reliable audit evidence from other procedures.

Subject to compliance with applicable regulations, matters involving identified or
suspected non-compliance with laws and regulations, other than those which are clearly
inconsequential and the implications thereof. Instances of suspected non-compliance
may also include those that are brought to our attention that are expected to occur
imminently or for which there is reason to believe that they may occur

Enquiry of the audit committee into possible instances of non-compliance with laws and
regulations that may have a material effect on the financial statements and that the
audit committee may be aware of

Significant deficiencies in internal controls identified during the audit.

Our Reporting to you

9 When and where

We have not received the confirmation from
Lloyds Bank. Alternative procedures
performed instead.

We have asked management and those
charged with governance. We have not
identified any material instances or non-
compliance with laws and regulations.

Audit results report on 22" July 2019
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Required communications |i What is reported?

Group Audits

Y
QO
D
pWritten representations
Pwe are requesting from

management and/or those
charged with governance

Material inconsistencies or
misstatements of fact
identified in other
information which
management has refused
to revise

Auditors report

Fee Reporting

>

An overview of the type of work to be performed on the financial information of the
components

An overview of the nature of the group audit team’s planned involvement in the work to
be performed by the component auditors on the financial information of significant
components

Instances where the group audit team’s evaluation of the work of a component auditor
gave rise to a concern about the quality of that auditor's work

Any limitations on the group audit, for example, where the group engagement team'’s
access to information may have been restricted

Fraud or suspected fraud involving group management, component management,
employees who have significant roles in group-wide controls or others where the fraud
resulted in a material misstatement of the group financial statements.

Written representations we are requesting from management and/or those charged with
governance

Material inconsistencies or misstatements of fact identified in other information which
management has refused to revise

Any circumstances identified that affect the form and content of our auditor’s report

Breakdown of fee information when the audit planning report is agreed
Breakdown of fee information at the completion of the audit
Any non-audit work

Our Reporting to you

v When and where

Audit planning report on 6t" February 2019
and
Audit results report on 22" July 2019

Audit results report on 22" July 2019

Audit results report on 22nd July 2019

Audit results report on 22nd July 2019

Audit planning report on 6th February 2019
and
Audit results report on 22nd July 2019

34



=, Appendix B
Outstanding matters

The following items relating to the completion of our audit procedures are outstanding at the date of the release of this report:

.—] 1 [9) Y o
Item : Actions to resolve LE Responsibility

Annual Report and accounts Review of the Annual Report and associated support for EY and management
disclosures

Incorporation of EY review comments on disclosure notes

Bank Confirmations Confirmation of bank confirmations EY and management

o Investments Valuation Confirmation of post year adjustment figures EY and management

g Final confirmation from fund manager

[0}

»Level 3 Investments Confirmation of final Level 3 Investment balances EY and management

(&
Management representation letter Receipt of signed management representation letter Management and audit committee
Subsequent events review Completion of subsequent events procedures to the date EY and management

of signing the audit report
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Management representation letter

Management Rep Letter

To be prepared on the entity’s letterhead

Accordingly we make the following representations, which are true to the
best of our knowledge and belief, having made such inquiries as we

Date considered necessary for the purpose of appropriately informing ourselves:
Suresh Patel A. Financial Statements and Financial Records
Ernst & Young
ARt (Pl 1. We have fulfilled our responsibilities, under the relevant statutory
Ezgzt:;y RRcél 1YE authorities, for the preparation of the financial statements in
9 accordance with the Accounts and Audit Regulations 2015 and CIPFA
Dear Suresh LASAAC Code of Practice on Local Authority Accounting in the United
- ' Kingdom 2018/19.
& This letter of representations is provided in connection with your audit of 2. We confirm that the Fund is a Registered Pension Scheme. We are not
®  the financial statements of the London Borough of Hillingdon Pension Fund aware of any reason why the tax status of the scheme should change.
gg (“the Fund™) for the year ended 315t March 2019. We recognise that 3. We acknowledge, as members of management of the Fund, our
obtaining representations from us concerning the information contained in responsibility for the fair presentation of the financial statements. We
this letter is a significant procedure in enabling you to form an opinion as to believe the financial statements referred to above give a true and fair
whether the financial statements give a true and fair view of the financial view of the financial position and the financial performance of the Fund
transactions of the Fund during the period from 1st April 2018 to 31st March in accordance with the CIPFA LASAAC Code of Practice on Local
2019 and of the amount and disposition of the Fund's assets and liabilities Authority Accounting in the United Kingdom 2018/19, and are free of
as at 31 March 2019, other than liabilities to pay pensions and benefits material misstatements, including omissions. We have approved the
after the end of the period, have been properly prepared in accordance with financial statements.
the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the 4. The significant accounting policies adopted in the preparation of the
United Kingdom 2018/19. financial statements are appropriately described in the financial
statements.
We understand that the purpose of your audit of the Fund’s financial 5. As members of management of the Fund, we believe that the Fund has
statements is to express an opinion thereon and that your audit was a system of internal controls adequate to enable the preparation of
conducted in accordance with International Standards on Auditing (UK), accurate financial statements in accordance with the CIPFA/LASAAC
which involves an examination of the ac_counting system,.internal control Code of Practice on Local Authority Accounting in the United Kingdom
apd FELREC] R (o t.he extent_ you congdergd necessary in the 2018/19 that are free from material misstatement, whether due to
cwcgmstances, and is not designed to identify - nor necessa.lr_lly be expected fraud or error.
to disclose - all fraud, shortages, errors and other irregularities, should any 6. There are no unadjusted audit differences identified during the current

exist.

audit and pertaining to the latest period presented.
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Management representation letter

Management Rep Letter

B. Non Compliance with Laws and Regulations including Fraud

1.

2.
3.

-

QD

«Q

© 4,

D

\‘
5.
6.

We acknowledge that we are responsible to determine that the
Fund's activities are conducted in accordance with laws and
regulations and that we are responsible to identify and address any
non-compliance with applicable laws and regulations, including fraud.
We acknowledge that we are responsible for the design,
implementation and maintenance of internal controls to prevent and
detect fraud.
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 not made any reports to The Pensions Regulator, nor are
we aware of any such reports having been made by any of our
advisors.
There have been no other communications with The Pensions
Regulator or other requlatory bodies during the Fund year or
subsequently concerning matters of noncompliance with any legal
duty.
We have no knowledge of any identified or suspected non-
compliance with laws or reqgulations, including fraud that may have
affected the Fund (regardless of the source or form and including
without limitation, any allegations by “whistleblowers™), including
non-compliance matters:
Involving financial improprieties;
Related to laws or regulations that have a direct effect on
the determination of material amounts and disclosures in
the Fund's financial statements;
Related to laws and regulations that have an indirect
effect on amounts and disclosures in the financial
statements, but compliance with which may be
fundamental to the operations of the Fund, its ability to
continue, or to avoid material penalties;

Involving management, or employees who have significant
roles in internal control, or others; or

In relation to any allegations of fraud, suspected fraud or
other non-compliance with laws and requlations
communicated by employees, former employees, analysts,
requlators or others.

C. Information Provided and Completeness of Information and
Transactions

1. We have provided you with:
Access to all information of which we are aware that is
relevant to the preparation of the financial statements such
as records, documentation and other matters;

Additional information that you have requested from us for
the purpose of the audit; and

Unrestricted access to persons within the entity from whom
you determined it necessary to obtain audit evidence

2. You have been informed of all changes to the Fund rules.

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

4. We have made available to you all minutes of the meetings of members
of the management of the Fund and committees of members of the
management of the Fund held through the period to the most recent
meeting of the Pensions Committee on 9th May 2019 and the Audit
Committee on 9th May 2019.
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Management Rep Letter
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5. We confirm the completeness of the information provided regarding
the identification of related parties. We have disclosed to you the
identity of the Fund's related parties and all related party relationships
and transactions of which we are aware, including sales, purchases,
loans, transfers of assets, liabilities and services, leasing arrangements,
guarantees, non-monetary transactions and transactions for no
consideration for the period ended, as well as related balances due to or
from such parties at the period end. These transactions have been
appropriately accounted for and disclosed in the financial statements.

6. We confirm the completeness of information provided regarding
annuities held in the name of the members of the management of the
Fund.

7. We have disclosed to you, and the Fund has complied with, all aspects
of contractual agreements that could have a material effect on the
financial statements in the event of non-compliance, including all
covenants, conditions or other requirements of all outstanding debt.

8. No transactions have been made which are not in the interests of the
Fund members or the Fund during the fund year or subsequently.

9. We believe that the significant assumptions we used in making
accounting estimates, including those measured at fair value, are
reasonable.

D. Liabilities and Contingencies
1. All liabilities and contingencies, including those associated with

guarantees, whether written or oral, have been disclosed to you and are
appropriately reflected in the financial statements.

2. We have informed you of all outstanding and possible litigation and claims,
whether or not they have been discussed with legal counsel.

3. We have recorded and/or disclosed, as appropriate, all liabilities related
litigation and claims, both actual and contingent.

4. No other claims in connection with litigation have been or are expected to be
received.

E. Subsequent Events

1. As described in Note 23 to the London Borough of Hillingdon Pension Fund
financial statements, there have been no events subsequent to period end
which require adjustment of or disclosure in the financial statements or notes
thereto.

F. Other Information
1. We acknowledge our responsibility for the preparation of the other
information. The other information comprises the London Borough of

Hillingdon Pension Fund Annual Report 2018/19.

2. We confirm that the content contained within the other information is
consistent with the financial statements.

G. Independence
1. We confirm that, under section 27 of the Pensions Act 1995, no members of
the management of the Fund of the Scheme is connected with, or is an

associate of, Ernst & Young LLP which would render Ernst & Young LLP
ineligible to act as auditor to the Scheme.
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H. Derivative Financial Instruments

1. We confirm that all investments in derivative financial instruments
have been made after due consideration by the members of the
management of the Fund of the limitations in their use imposed by The
LGPS Management and Investment of Funds Regqulations 2016. The
Fund's Investment Strategy Statement has been duly reviewed to
ensure that such investments comply with any limitations imposed by its
provisions. The financial statements disclose all transactions in
derivative financial instruments that have been entered into during the
period, those still held by the members of the management of the Fund
at the Fund's year end and the terms and conditions relating thereto.

Management has duly considered and deemed as appropriate the
assumptions and methodologies used in the valuation of ‘over the
counter’ derivative financial instruments which the Fund is holding, and
these have been communicated to you.

l. Pooling Investments, including the use of collective investment
vehicles and shared services

1. We confirm that all investments in pooling arrangements, including
the use of collective investment vehicles and shared services, meet the
criteria set out in the November 2015 investment reform and criteria
guidance and that the requirements of the LGPS Management and
Investment of Funds Requlations 2016 in respect of these investments
has been followed.

J. Actuarial Valuation

1. The latest report of the actuary Hymans Robertson as at 31st March
2019 and dated April 2019 has been provided to you. To the best of our
knowledge and belief we confirm that the information supplied by us to
the actuary was true and that no significant information was omitted
which may have a bearing on his report.

K. Use of the Work of a Specialist

1. We agree with the findings of the specialists that we have engaged to
evaluate the valuation of investments and the classification of assets under fair
value levelling requirements and have adequately considered the qualifications
of the specialists in determining the amounts and disclosures included in the
financial statements and the underlying accounting records. We did not give or
cause any instructions to be given to the specialists with respect to the values
or amounts derived in an attempt to bias their work, and we are not otherwise
aware of any matters that have had an effect on the independence or
objectivity of the specialists.

L. Estimates

1. We believe that the measurement processes, including related assumptions
and models, used to determine the accounting estimates have been
consistently applied and are appropriate in the context of the CIPFA/LASAAC
Code of Practice on Local Authority Accounting 2018/19.

2. We confirm that the significant assumptions used in making the accounting
estimates appropriately reflect our intent and ability to carry out specific
courses of action on behalf of the entity.

3. We confirm that the disclosures made in the financial statements with
respect to the accounting estimates are complete and made in accordance with
the CIPFA/LASAAC Code of Practice on Local Authority Accounting 2018/19.

4. We confirm that no adjustments are required to the accounting estimates
and disclosures in the financial statements due to subsequent events.

Yours faithfully,
Paul Whaymand - Corporate Director of Finance

Councillor Philip Corthorne - Chairman of Pensions Committee
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EY | Assurance | Tax | Transactions | Advisory

About EY

EY is a global leader in assurance, tax, transaction and advisory
services. The insights and quality services we deliver help build
trust and confidence in the capital markets and in economies the
world over. We develop outstanding leaders who team to deliver
on our promises to all of our stakeholders. In so doing, we play a
critical role in building a better working world for our people, for
our clients and for our communities.

EY refers to the global organization, and may refer to one or
more, of the member firms of Ernst & Young Global Limited, each
of which is a separate legal entity. Ernst & Young Global Limited, a
UK company limited by guarantee, does not provide services to
clients. For more information about our organization, please visit
ey.com.

© 2019 EYGM Limited.
All Rights Reserved.

ED None

This material has been prepared for general informational purposes only and is not
intended to be relied upon as accounting, tax, or other professional advice. Please refer
to your advisors for specific advice.
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Leader’s Statement

1. Leader’s Statement
Introduction by Councillor Ray Puddifoot, Leader of the Council

Welcome to Hillingdon’s Statement of Accounts for 2018/19, which shows the Council's financial performance in
delivering high quality services to residents during the year and outlines the Council’s financial standing at 31 March
2019.

The Council continued to provide services that our residents value without making any cuts or reductions to frontline
services, bucking the trend of many other Councils across the country. At the same time, Hillingdon has delivered an
underspend against budget and added to our general reserves, making Hillingdon more resilient to the effects of
austerity. This is all thanks to the Sound Financial Management at the heart of the Council’s approach to putting its
residents first.

Hillingdon has been able to continue to deliver an ambitious improvement agenda through the Council’s flagship
Hillingdon Improvement Programme, whilst freezing Council Tax in 2018/194or a tenth,successive year for all
residents and a twelfth year for those over 65. This is despite ongoing cuts in our fundingfrom government and
continuing to meet the demand of our growing population.

Our people, our environment and our heritage continue to be at the heart of what we do, the last year has seen a
range of activities delivering this vision including:

e The opening of our flagship Extra Care site, Grassy Meadow Court in Hayes offering 88 flats to help older
residents to carry on living independent lives{as part,of our community, all based within existing woodland
surrounded by mature trees.

e Hillingdon also celebrated a sixth successive year, of being awarded more Green Flags than any other local
authority in the UK, gaining an additional two Green Flags.

e 2018/19 saw the Council continde to deliver events in the community for all ages to enjoy, including Hayes
Carnival, Family Fishing FundDays, freeart sessions in parks and the Summer Reading Challenge across all
17 of our libraries. Whilst.ather authorities have been closing libraries, Hillingdon have been investing in
libraries and using this much leved community resource to bring our residents together.

e The Council is proud of its heritage, after opening the new Battle of Britain Bunker Visitor Centre at the end of
2017/18, we were'honoured in 2018/19 when the centre won the Tourism & Leisure category in the South
East Region fihals for this'year's Royallnstitution of Chartered Surveyors (RICS) awards and have seen some
great events at the centre throughout 2018/19 including hosting a series of special commemorate events in
June to mark the 75th anniversary of the D-Day Landings and hosing a Father’s Day aeroplane event.

¢ Hillingdon continues to put the'health and wellbeing of our residents at the forefront of service delivery with
continued investment.in 2018/19 in leisure facilities and parks, opening outdoor gyms and skate parks, with
further investment planned in the coming year.

e Hillingdon remains committed to the wellbeing of our residents, which includes protecting the environment in
which we all live, to this end, Hillingdon remains committed to fighting Heathrow expansion, for which funds
have been put aside without impacting on frontline services.

e The Council also continues to deliver weekly collections of both waste and recycling and has recently invested
in four new refuse and recycling trucks with Euro 6 standard engines that reduce pollutants.

These Statement of Accounts clearly demonstrate Hillingdon’s commitment to putting its residents first, which has led
to improved services, no cuts or reductions to frontline services and general balances being increased to over £41m,
this increased resilience means Hillingdon is in a strong position to meet the ongoing challenges of government
funding constraints and growing demand.

Clir Ray Puddifoot
Leader of the Council
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Narrative Report

This document sets out the annual accounts of the London Borough of Hillingdon for the year ended 31 March 2019.
The accounts are in the format for local authority accounts set by the Chartered Institute of Public Finance and
Accountancy (CIPFA).

The purpose of this narrative report is to provide a guide to the most significant matters reported in the financial
statements. Included within this document are a number of technical terms that are specific to local government
finance and a glossary has been provided on page 146 to assist the understanding of the financial statements.

2.1 Organisational overview and external environment

Hillingdon, situated on the western edge of Greater London, is the second largest London borough, covering a total
area of about 42 square miles. It is just 14 miles from central London and bordered by the counties of
Buckinghamshire, Hertfordshire and Surrey, as well as the London Boroughs ofif Hounslow, Ealing and Harrow.
Hillingdon is home to Heathrow, one of the world's busiest airports, which caters for more than 60 million passengers
a year. The borough, Hillingdon, has some of the best sports and fitness fagilities in London including: Hillingdon
Sports and Leisure Complex with 50 metre indoor competition pool; leisufe paol; outdoor lido; 100 station gym;
athletics stadium and 400 metre running track; 3G floodlit pitches, sports hall'and maore. There are also 17 libraries; 2
theatres, and over 200 green spaces covering approximately 1,800¢acres, including ‘Ruislip Woods; the Nature
Reserve, and Lido.

The Council's vision is ‘Putting Our Residents First’. This underpins its actions and decision-making process and is
achieved by applying the following themes:
e Our People - Putting our residents first and at the heart of all that we do, promoting civic pride.
e Our Natural Environment - We will protect and enhance the barough's natural environment.
e Our Built Environment - We will continue todmpreve our buildings; roads and footways and ensure that new
buildings fit with the surrounding environment.
e Financial Management - Maintain the solid approach tofinancial management that has delivered our success
to-date and which will be vital going forward.

The London Borough of Hillingdon was_.one of'the 32 London Boroughs created by the London Government Act 1963.
It was formed by the amalgamation of the Borough of Uxbridge and the Urban Districts of Hayes/Harlington,
Ruislip/Northwood and Yiewsley/\West Drayton /The new borough came into existence on 1 April 1965, when the new
Council started work. As well as taking ontheworkyef, the four previous district authorities, the Council became
responsible for local services such as education, libraries, and children's services. These had previously been run by
the Middlesex County Council, which ceased to exist on 1 April 1965. Hillingdon's purpose-built Civic Centre opened
its doors to the public in4977.

The London Borough of Hillingdon provides care and support to older people in residential nursing homes and for
youngsters in residential children's ‘and foster homes. The Council provides housing through ownership and
maintenance of over 10,000 houses and flats held for Council tenants. The Council maintains a large proportion of the
road networks within the borough, as well as collecting waste from homes and businesses. In addition, the Council
runs a number of refurbished public libraries; deals with planning applications, and provides sports and leisure
facilities. Instead of reducing'services, the Council has made steps to invest in facilities available to residents because
of sound financial managementiand a comprehensive Capital programme.

The Council employs approximately 2,700 staff, 3,050 inclusive of casual staff and has a population of around
312,600 (according to the 2019 Office of National Statistics). There is a growing proportion of young people,
particularly of school-age children. Hillingdon is an ethnically diverse borough with 48% of residents from black and
minority ethnic groups.

Hillingdon is rich in wildlife and wildlife habitat, including waterways; lakes; meadows, and nature reserves. Ruislip
Woods has been designated London's first National Nature Reserve; whist nearby Ruislip Lido boasts 40 acres of
water. The borough also offers a host of sporting activities, including sports centres, many with newly refurbished
gyms and three exceptional 18-hole and one 12-hole golf courses, including a championship standard course at
Stockley Park. The arts and entertainment thrive, with The Beck professional theatre in Hayes, The Compass Theatre
in Ickenham, and various other venues.
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Narrative Report

2.2 Financial Performance
General Fund

The financial challenges facing the Council due to years of the Government’s austerity programme, increased demand
for services and the wider economic environment continued through 2018/19. Councils are continuing to see central
government funding decline, however Hillingdon was still able to successfully freeze Hillingdon’s share of Council Tax
for another year in 2018/19, without impacting on front-line services to the public. In addition, the Council was able to
manage significant increases in demand for services and keep fees and charges 10% cheaper than neighbouring
boroughs.

Despite the challenges faced by the Council, of the savings target of £10,655k, £9,955k was banked and the
remainder in early stages of delivery. The planned drawdown on general balances4n 18/19 was also not required.
This balancing of local demand for services and financial constraints has been successfully managed through the
Council’s Business Improvement Delivery (BID Transformation) Programme.

The Council’s net revenue budget for 2018/19 totalled £219m, excluding these services such as schools and housing
benefit, which are funded by specific funding streams. This net budget was supported,by a combination of central
government grant and locally raised Council Tax and business ratest Significant changes, in funding from 2017/18,
include locally generated income from Council Tax and business ratés, which were budgeted to grow by £4,824k as a
result of tax base growth, with a further £5,400k expected additional income from the 100% Retention Pilot, however
this was offset by a reduction in Revenue Support Grant from central government of £6,482k.

Throughout the year, monthly budget monitoring reports were reviewed by Cabinet, enabling corrective action to be
taken in response to emerging pressures, whilst continuing to deliveronythe Council's priorities for residents. Strong
financial management, coupled with an ambitious BID. Transformation ‘Programme, delivered an improved position
against budget at outturn.

General Fund revenue budgets reported an overall underspend of £2.2m against planned expenditure budgets, with
underspends against both Directorate and” Corporate Budgets. As a result, the planned drawdown of £950k from
general balances was not needed and.balances grew by £1,297k. The General Fund balance totalled £41.6m at year-
end. Underspends across the Coungil include savings from staffing vacancies and investment savings from deferred
borrowing on the capital programme utilising inteérnal balances, offsetting a number of pressures.

Since April 2013, local authorities have,been able to retain a proportion of business rate growth income from their
area, until 2017/18 this preportion was 50% retention, split 20% to the GLA and 30% retained by the Council. In
November 2017, Leaders of London local authorities collectively approved the principle of a 100% Business Rates
Retention Pilot Pooldfor the capital. Government supported the Pilot pool in the Autumn budget resulting increased
Business Rates income to Hillingdon in 2018/19. Of the 100% retention, the Council retains 64%. Government
confirmed the Londonypilot would continue for a second year covering 2019/20; however, this would be at a lower
retention rate of 75%.

As a result of increased flexibility over use of capital receipts, the Council was able to finance the costs associated
with service transformation from capital receipts, with both one-off implementation costs and the support for service
transformation, including the Business Improvement Development team, being funded from this resource. £2.6m of
costs were funded from capital receipts during 2018/19 (£4.3m in 2017/18), this expenditure is not included in service
lines.

The outturn for the General Fund revenue budget is set out below:-

Revised Budget Qutturn Outturn Variance

General Fund Services £'000 £'000 £'000

Chief Executive's Office 7,053 6,839 (214)
Finance Directorate 12,412 12,031 (381)
Residents Service 72,948 73,321 373
Social Care 113,972 114,030 58
Directorate Operating Budgets 206,385 206,221 (164)
Development & Risk Contingency 7,942 6,799 (1,143)
Corporate Budgets 6,312 5,878 (434)
HIP Initiatives 200 200 0
Unallocated Budget tems (503) (1,279) (776)
Exceptional tems 0 295 295
Total Net Expenditure 220,336 218,114 (2,222)
Corporate Funding (219,386) (219,413) (27)
Net Total 950 (1,299) (2,249)
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Details on how the General Fund outturn position for management decision-making links through to the
Comprehensive Income and Expenditure Statement (CIES) surplus for the year, in accordance with accounting
standards, can be seen in the Expenditure and Funding Analysis (EFA) note which precedes the CIES on page 37.

The table below provides a reconciliation between the General Fund overview shown in the Council’s budget revenue
outturn on the previous page and the opening position reported in the Expenditure & Funding Analysis (EFA) as
required by the CIPFA Code. The monthly budget monitoring reports separately on areas of different funding streams
such as General Balances, Housing Revenue Account, and other reserve movements.

EFA - Total Net
Service Allocation Expenditure
Outturn 2018/19 and Rounding Charged to GF
Balances

General Fund Services £'000 £'000 £'000
Chief Executive's Office 6,839 1 6,840
Finance Directorate 12,031 3) 12,028
Residents Services 73,321 1,222 74,543
Social Care 114,030 7,016 121,046
Directorate Operating Budgets 206,221
Development & Risk Contingency 6,799 (6,799) 0
Corporate Budgets 5,878 (395) 5,483
HIP Initiatives 200 0 200
Unallocated Budget ltems (1,279) 1,279 0
Exceptional tems 295 (295) 0
Corporate Funding (219,413) (2,024) (221,437)
Total (1,299) 2 (1,297)

Note: in accordance with local authority accounting practiceflincome and favourable variances in the table above, and elsewhere in
these accounts are shown as bracketed figures

Housing Revenue Account

The Housing Revenue Account (HRA) deliveredian in-year overall call on its HRA general balances of £18.8m against
the budgeted drawdown of £21.4m. AS a result, HRA general balances total £18.2m at 31 March 2019 (£37.1m 31
March 2018). In addition the HRA holds £31.8m In the major repairs reserve (MRR) (£18.4m 2017/18) to fund future
capital works.

There have been 52 Right-to-Buy salesfof Council dwellings as at the end of March 2019 (64 in 2017/18) which
resulted in a gain on saleof assets when,comparing the sale price to the Social Housing value in the Council's
accounts.

Capital Investment

The Council's programme)of capital investment for 2018/19 totalled £82.6m (£92.7m in 2017/18) and was funded from
a range of sources. These sourcesof funding included grants, contributions from revenue resources; proceeds from
asset sales, and prudential borrowing (details in note 36 to the accounts).

An underspend of £47m is reported against the 2018/19 General Fund capital programme of £90m, predominantly as
a result of the re-phasing of project expenditure.

Investment during 2018/19 on the general fund totalled £45.2m and HRA £37.4m. Investment focused heavily on the
Council’s flagship programme of school expansions to meet the increasing requirements of school places over the
next few years. There was also significant spend on street lighting; Highways and infrastructure; replacement of CCTV
across the borough, and refurbishment of Bessingby Football and Boxing Clubhouse within the General Fund capital
programme.

Treasury Management

The Council takes a very prudent strategic approach in investing its cash balances to ensure money is invested at a
very low level of risk. The strategy for investing funds first considers the security of the deposit, the liquidity of
investments and then the return on the investment. Although the Bank of England increased base rates from 0.5% to
0.75% in August 2018, the economic environment has continued to be tight with limited returns available on
investments. The Council adheres strictly to counterparties that have been agreed through the Treasury Management
Strategy, consisting of other local authorities, instant access funds, and institutions with a credit rating A- or above.
Investment income returns for the year on internally m%nageds%ash yielded 0.62% (0.42% 2017/18). The Council also
age
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invests £15m in more strategic pooled funds that return dividends. The total investment income received this year was
£899k.

For most of the year, the Council utilised internal balances to fund capital expenditure, which delayed the need to
borrow until the last quarter of 18/19 when a £10m PWLB EIP loan and two temporary local authority loans totalling
£30m were taken. Overall, the loan portfolio increased due to the £40m of new borrowing taken out, less the £17.3m
of naturally matured debt. The interest paid over the year totalled £8.5m. Outstanding nominal borrowing at year-end
was £272.8m. The Council’s loan portfolio has an average rate of 3.38%.

Change in Accounting Practice

With the introduction of changes in relation to International Financial Reporting Standard (IFRS) 9 for Financial
Instruments, the Statement of Accounts have seen a number of changes in reporting, requirements, as a result some
disclosure notes will look different to prior year accounts. Note 14 for Financial Instrament balances has been revised
to comply with new accounting requirements and the short term debtors and creditors notes have also been presented
differently.

There has also been a change in accounting practice for modified loans. The amendments to IFRS 9 clarifies that an
entity recognises any adjustment to the amortised cost of a financial liability in the case ofyhistoric loan modifications.
The new amortised cost should be measured for the loans using the original interest rate and not the new effective
interest rate. As a result, the Council have restated the measurement of a modified loan in‘the balance sheet in line
with the new standards, resulting in a restatement to opening bhalances of £6¢5m as an adjusting line on the face of the
Movement in Reserves Statement on page 41. There is a corresponding‘reduction in the carrying value of the loan.
This increase in balances is established in the accounts but there isfalso an increase in future liabilities over the
remaining life of the loan.

Property, Plant and Equipment

There were no material asset disposals in 2018/19. £9.4m has been‘recognised in the Comprehensive Income and
Expenditure statement; of which £7.1m related, to profits onfRight-to-Buy sales. However, this profit is an accounting
profit only, as social housing is accounted for.in\the balance sheet at 25% of its market value to comply with social
housing valuation methodology in London, as a result replacement of these housing units would be more expensive.
In the general fund, there were nogfacademy transfers in 2018/19 and profits on sales came from the sale of various
garage sites across the borough.

Within the HRA one of the_housing blocks, which contained 41 units, was decanted due to the concerns over the
structural condition of the'building.»As a result, remedial action has begun and the asset value has been impaired to nil
in the Balance Sheetfuntil the structure is sound. This has reduced the value of Property, Plant and Equipment by
£2.3m in the Coungils'balance sheet:

The Property, Plant andhEquipment valuation process identified that the developed and undeveloped land values for
school sites was materiallyshigher than in prior years due to new data coming out of the Valuation Office in 2018. As a
result, the Council instructedithe external valuers to carry out a desktop valuation of all schools sites to ensure the
accounts are materially correctyfor schools assets. The accounts show an increase to the balance sheet on these
school sites of £200m becauseof the information published by the valuation office in year.

2.3 Non-Financial Performance
Environment

In 2018, for the sixth time the Council was once again awarded more Green Flags than any other local authority in the
UK. The borough now has a grand total of 50 Green Flags - 49 of which are maintained by the Council and the other
is Stockley Park. The Council gained two additional flags this year for Connaught Recreation Ground and Eastcote
War Memorial. This achievement reflects the Councils standard for publicly accessible and well-managed green
spaces. In addition, the Rural Activities Garden Centre (RAGC) was commended for their community garden at the
Royal Horticultural Society (RHS) Hampton Court Palace Flower show winning a coveted gold medal.

In June 2018 after 6 months work, the Yeading Brook at Stafford Road was officially opened. Work was undertaken on
this project to revive the brook, working alongside the Wildlife Trust and Environment Agency, and included the
reconnection of former meanders to the brook; the creation of two backwaters; the planting of wetland plants along the
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banks, and the removal of Himalayan balsam, a major weed. The habitat has been improved for many species,
increasing wildlife diversity as well as reducing flood risk.

Leisure and Culture

Two new skate parks were opened in the borough in August as a result of the Council investing in the creation of new
leisure spaces for young people. The concrete skate parks offer talented skate enthusiasts various circuits, ramps and
jumps to meet different abilities.

The Council opened six new outdoor gyms across the borough in 2018 increasing the number of open-air sports
facilities from the existing 21 outdoor gyms. Equipment includes items such as cross trainers; chest press, and
bicycles for use by teenagers and adults of all fitness levels as a great way for Hillingdon residents to exercise for free.
The aim of the project is to enhance communities and improve local areas whist supparting public health objectives.

In addition to the skate parks and outdoor gyms, the Council reopened three néwly refurbished playgrounds in the
borough to ensure improved play spaces for Hillingdon’s younger residents. The Warrender Park refurbishment
includes a large multi-play unit; a wheelchair accessible roundabout; a tango seatyswing for children with mobility
difficulties, as well as the installation of a zip wire. Soft, safer surfacing was also installed at each of the three sites,
which means that they are now accessible all year round. The Council has also committed to refurbishing an
additional 14 playgrounds across Hillingdon in the next three years.

The Council has invested to help the Ruislip Lido Railway Society deliver@a new engineering workshop to continue
running the popular tourist attraction at the Lido narrow gauge railway. Ruislip Lido railway is the UK’s longest narrow
gauge railway, carrying more than 70,000 passengers a year. The new workshop will be used to carry out
maintenance work to the 18 passenger carriages, six locomotives, as well as wagons and carriages.

Schools & Children’s Services

The Council received a ‘Good’ rating with excellent leadership from-Ofsted on children’s social care provision, with
commendation for the Council’s ‘child centred approach’<Council employees were praised for their good quality
service. Children’s services across the borough have made significant improvements from 2013.

The Council’'s Young People’s Service was' honoured for, their outstanding achievements and described as
‘ambassadors for the profession*after they took'hiomeythe ‘silver award at the National Social Worker of the Year
Awards. One member of the team was alsa'shortlisted for Adult Social Worker of the Year.

Social Care

As part of the capital programme, the Adult Social Care team opened Grassy Meadows Court, a new housing scheme
in Grange Road, Hayes in November 2018 providing 88 affordable extra care flats and communal facilities for elderly
residents in Hillingdon. Grassy Meadows is one of two new developments the Council has invested in to help elderly
residents carry on livingiindependently. The development is set within woodland near the Beck Theatre, and has been
built to the University of Stirling’s Standard for dementia care. Each modern self-contained flat offers comfort and
privacy, with its own balcony garden or landscaped terraced garden. The building boasts numerous communal
facilities including two central“courtyard garden areas; a state-of-the-art dementia resource centre; a restaurant;
consulting rooms, and hairdressing salon. The building is already on track to achieve a ‘Gold’ Dementia Design
Accreditation Award following an inspection by the University of Stirling. The development was also shortlisted as a
finalist in the Pinders Healthcare Design Awards, which promote and recognise the best developments in all types of
care-related property. A second development, Park View Court in Yiewsley, will provide a further 60 extra care flats
and is expected to open in 2019.

Protecting Residents

As part of a safety project, more than 850 state of the art cameras were rolled out across the borough in 2018 which
harness the latest in CCTV technology to keep the Hillingdon streets safe. The quality of CCTV images has been
vastly improved; with better coverage and also include technological enhancements such as number plate recognition,
two-way intercom and are vandal resistant. CCTV is one of the most important tools at the Council’s disposal for
keeping residents safe. It acts as an effective monitoring tool, a deterrent, and a reliable means of gathering evidence
to bring lawbreakers to justice.
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The Council has been cracking down on private landlords who allow tenants to live in substandard homes, with
financial penalties served to those who have failed to comply with improvement notices. In addition, the Council has
set tougher punishments for anyone found fly tipping in the borough.

The Council has taken part in an initiative to improve work between the government and councils, allowing better flow
and quicker access to information on immigration status, with the arrival of a Home Office employee into the Hillingdon
Team in April 2018. As a result, the Council has been able to improve enforcement on immigration issues, increasing
the results of the Counter Fraud Team.

People Resources

The Council is continuing to recruit apprentices to a range of services and has exceeded the 2017/18 target set by
government following the introduction of the Apprenticeship Levy, with 65 apprentices across the Council. Hillingdon
made the most significant progress out of all London Boroughs and was only one of three to exceed the target. The
Apprenticeship Levy has enabled the Council to invest both in new starters but@lso in existing employees across a
wide range of fields.

As part of the Council’'s commitment to develop its talent base, 2018 saw'the graduation of eight future leaders from
the Hillingdon Academy leadership programme. The Council has now weleomed its twelfthiintake into the programme.

2.4 Risks and Opportunities

With pressure on resources available as a result of: reduced funding;‘demographic changes, and inflation pressures
there could be a risk to future service provision. The Hillingdon Improvement Programme (HIP) is aimed at delivering
a range of key improvements to the way the Codncil'works and improving services to our residents. Since its
introduction, it has delivered impressive savings across the Couneil and championed a variety of initiatives.

Strong financial management and a commitment to putting our residents first are at the core of the HIP programme
and underpins all projects. Our Businesstlmprovement Delivery (BID) programme aims to deliver services that
residents value, and to identify and impfove the way the Council works. Projects are targeted through 6 strategic work
streams covering: digitalisation; asset rationalisation; commercialisation; environment; transport and mobility, and
organisational redesign.

The Council incorporates development and risk contingency into its budget to provide for areas of expenditure where
there is a greater degree ofsuncertainty.or are subject to demographic pressures. In 2018/19 the Council utilised this
budget resource for Impact of Welfare Reform on Homelessness; Waste disposal Levy, and Heathrow Expansion
Challenge, in addition this budget was,offset byacompensation successfully secured in relation to Council owned land
to provide access(to the Southall Gas, works'site. The Council has provided for a headline provision of £12.9m
development and risk eontingency in 2019/20 (£8.9m in 2018/19).

2.5 Looking Ahead — Strategy and Resource allocation

Looking into the medium financial outlook, the underlying savings requirement is driven primarily by: inflation;
demand-led pressures managed through contingency, and capital financing costs. An uplift in funding is projected
over this period as a result of steady growth in the Council Tax base and an assumption that the upcoming Spending
and Fair Funding Reviews will direct £10,000k additional funding towards Hillingdon phased over three years,
including baselining the temporary benefits of the London Rating Pilot Pool. This sort of injection of funding however,
is not guaranteed, hence there is a risk that the savings requirement will be higher than that stated in the current
MTFF strategy.

The combined effect of the medium term forecast position is a headline savings requirement of £48,654k over the next
four years, which represents a challenge on a similar scale to the £47,024k of pressures managed over the period
from 2015/16 to 2018/19. In contrast to the previous four years, when reductions in funding were the single largest
contributor to the budget gap, the projected gap is very much driven by growth in expenditure, partially mitigated
through a more optimistic view of government support from 2020/21 onwards.

The budget for 2019/20 includes releasing £15,776k from general balances to enable the majority of the savings
requirement to be profiled into 2020/21 and 2022/23. This would still leave sufficient general balances, above the
recommended minimum level available, to manage emerging risks.
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A cumulative deficit of £8,492k is shown in the accounts on the retained element of the Schools Budget at 31 March
2019, there is the potential for this to rise to £10,880k by 31 March 2020. This deficit primarily relates to funding as
determined under the Department for Education’s national funding formula, failing to keep pace with growing demand
for high needs placements for pupils with Education, Health and Care Plans, following introduction of the 2014
Children and Families Act. In light of the systemic nature of this risk, the Council’s Medium Term Financial Strategy
has been developed on the assumption that Government will ultimately provide adequate funding to support
implementation of the 2014 Act and therefore bring the Schools Budget back into balance — both locally and
nationally.

On the basis of the current medium term outlook, after Council Tax increases and use of General Balances, there is a
residual savings requirement of £34,838k over the period to 2022/23. Some of this savings requirement has been
established whilst some is still to be identified. Given the size of the budget gap going forward and the fact that
savings are on a reducing trend line the approach to savings identification and delivery will need to be stepped up.
This will include the need for an expanded and accelerated BID Programme. Alongside the more strategic BID
workstreams under development, the routine MTFF workstreams such as zero based budgeting and annual reviews of
charging policies will continue.

Looking forward the Councils Capital Programme 2019/20 to 2023/24 has“an approvedbudget of £368m, with £195m
to be funded from Prudential borrowing, after prioritising use of grantsand third party funding, maximising application
of developer contributions and where possible using capital receipts.” Specific projectstonythe Capital Programme
include a continuation of the Secondary Schools Expansion project, Investment in the Rural activities Garden centre
with enhanced facilities including a new café and extended car parking; Stréet lighting replacements; expanding and
improving CCTV coverage, as well as investments into technology and highways.

In April 2018 a new wholly owned commercial housing development eompany called Hillingdon First Limited was
established to build extra housing in the borough and generate a long-term revenue income stream for the Council
acting as a commercial trading company to build housing to'selhand rent atmarket values. As at 31 March 2019 it was
not in operation however works have started in 2019/20. As sole shareholder of the company, the Council retains
control and as a result the Council will consolidate the company into a'set of group accounts in the Council's Financial
Statements in future years.

2.6 Statements within the accounts
The core accounting statements comprise:-

Comprehensive Income and Expenditure Statement

This statement reports the net cost for the year of all functions for which the Council is responsible, and demonstrates
how that cost has been financed through income from taxpayers and general government grants. The income and
expenditure is split"byrCouncil department. The surplus or deficit on this account represents the amount by which
income is greater than; onless than expenditure.

The statement shows a surplus,of£25.8m (£33.4m deficit 2017/18) on the provision of services for 2018/19. Of this, a
surplus of £39.8m relates to ‘the General Fund Balance and a deficit of £10.9m relates to the Housing Revenue
Account. Additional reserve movements include a drawdown of £2.8m on Schools Balances.

To comply with statutory accounting requirements there are various items that are accounted for through the
Comprehensive Income and Expenditure Statement such as depreciation; revaluation and impairment losses, and
losses on disposal. These items are removed for the purposes of Council Tax setting as they are accounting items
and do not affect the funding of services, as a result these items of expenditure are reversed out of the General Fund
Balance in the Movement in Reserves Statement.

Movement in Reserves Statement

This statement reconciles the outturn on the Comprehensive Income and Expenditure Statement to the balance on the
Council Reserves, established by complying with relevant statutory provisions, showing the true economic cost of
providing the Council's services. The statement splits the Council’s reserves into usable and unusable balances, and
shows movement to and from them during the year. Usable reserves are those that can be applied to fund
expenditure or reduce local taxation. Unusable reserves are those balances over which the Council has no direct
control, which arise from differences in accounting and statutory reporting requirements.
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Usable reserves decreased by £9m from £168.2m in 2017/18 to £165.7m in 2018/19. Within this movement there was
a small increase in general balances of £1.3m, however the biggest movements were seen with an £18.8m decrease
in House Revenue Account balances and a £13.4m increase in the Major Repairs Reserve as a result of the Capital
programme in the HRA.

Unusable reserves increased from £570.9m in 2017/18 to £849.2m in 2018/19, mainly due to the upwards movement
in property values to the Revaluation Reserve of £299m. In addition, there was an increase in the Pension Fund
liability of £85m reflected in the pensions reserve reducing by the same amount.

To support the Movement in Reserves Statement, note 4 to the accounts shows the Adjustments between Accounting
Basis and Funding Basis under Regulations. This note reverses the items of income and expenditure that are required
to be credited or charged to the Comprehensive Income and Expenditure Statement, that do not affect the General
Fund balance for Council Tax purposes. Total adjustments for 2018/19 were £38.5m within the General Fund,
adjusting the General Fund position for Council Tax purposes to a surplus of £1.3m,

Balance Sheet

This shows balances and reserves at the Council’s disposal at year-end, together with its long-term indebtedness, net
current assets employed in its operations and summarised informationfon non-currentiassets held. It excludes funds
held in trust for others and Pension Fund assets that are reported inthe separate Pension‘Fund accounts.

The total net worth of the Council in 2018/19 was £1,014.9m (£739.1m in 2017/18). The largest items within the
Balance Sheet consist of long-term assets valued at £1,881.6m,\net pénsion liabilities of £609.5m and long-term
borrowing of £214.9m.

The Council maintains reserve balances to meet thefcost,of unforeseen demands or events and as a result keeps a
minimum level of balances. As at 31 March 2019'the Counecil_has £41.6m General Fund balances and £40.3m
Earmarked Reserves held for specific purposes. Furtherdetails'on Earmarked Reserves can be seen in note 5 to the
accounts.

Cash Flow Statement

This summarises all movements infcash and cash equivalents arising from both revenue and capital transactions with
third parties. It excludes funds held inytrust forfothers and,the Pension Fund.

There was a decrease in cash.and cash equivalents in 2018/19 of £2.1m.

Supplementary accounting statements comprise:

Housing Revenue Aecount (HRA) Comprehensive Income and Expenditure Statement

There is a statutory duty,to account separately for Local Authority housing provision. The HRA Income and
Expenditure Statement shows indetail the income and expenditure on HRA services included in the Council
Comprehensive Income and: Expenditure Statement. It includes the major elements of Council housing revenue
expenditure on maintenance; administration; capital financing costs, and major income sources such as rents.

There was a deficit in 2018/19 on HRA services of £10.9m (£9.2 surplus in 2017/18).

Statement of Movement on the Housing Revenue Account Balance

This shows how the HRA Income and Expenditure Statement surplus or deficit for the year reconciles to the
movement on the Housing Revenue Account balance for the year. It shows income and expenditure that is credited or
charged to the HRA balance by statute or non-statutory practices, so as to reconcile the amounts charged to Housing
tenants. For example, revaluation gains and losses on Council dwellings and gains/losses on disposal of asset are

reversed.

Overall, the HRA deficit was £18.8m in 2018/19, after adjustments made in the Statement of Movement on the HRA
Balance and transfers to the Major Repairs Reserve (deficit of £8.7m in 2017/18).
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Collection Fund Revenue Account

The Collection Fund is a separate account into which amounts raised from local taxation are paid through Council Tax
and Business Rates, and from which payments are made to precepting authorities including the Council itself. An in-
year deficit of £3227k is reported on Council Tax, with a carried-forward surplus of £0.8m available for release to
preceptors from 2019/20.

An in-year surplus of £3.3m is reported on Business Rates, reducing the deficit on the bought forward balance on
NNDR to £2.0m.

The share of Collection Fund activity relating to the Council is reflected in the main statement of accounts, with the
remainder being treated as agency activity on behalf of the Greater London Authority and Central Government. 79%
of Council Tax and 64% of Business Rates activity relates to the London Borough of Hillingdon.

Pension Fund Accounts

These show contributions to the Council’s Pension Fund for members during the year, together with pensions and
other benefits paid from it, movements in investments during the year and‘the financial position of the Fund at the end
of the year. These accounts do not include any liabilities relating to payment of pensions and benefits in future years.
The activity of the Pension Fund is not incorporated within the Coungil’s core accounting statements.

This document also includes the following:-

Notes to the Accounts

The notes provide further explanation of figures containéd,in the core and supplementary accounting statements. The
notes to the accounts include the Expenditure Funding Analysis, which ‘preecedes the core financial statements on
page 37 of this document to help the flow of information.

Statement of Accounting Policies

The accounts are produced in linedwith a set of policies ‘and principles and can only be understood fully with
awareness of these accounting palicies.

Annual Governance Statement

This statement is a report from the Leader of the Council and Chief Executive setting out the: systems; processes;
culture, and values by which the €ouncil isydirected and controlled, and its activities through which it accounts to,
engages with, and leads the community. The, framework enables the Council to monitor the achievement of its
strategic objectives‘and to consider‘whether those objectives have led to the delivery of appropriate cost-effective
services.

Glossary of Terms

The glossary provides a definition of key terms used to aid understanding the accounting statements.

Page 62
11



Statement of Responsibilities for the
Statement of Accounts

Council’s Responsibilities
The Council 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 Council that officer is the Corporate
Director of Finance;

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

« Approve the Statement of Accounts

Corporate Director of Finance Responsibilities

The Corporate Director of Finance is responsible for the preparation of thef Council’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 2018/19 (‘the Code").

In preparing this statement of accounts the Corporate Director of Finance has:

»  Selected suitable accounting policies and then applied them consistently;
+ Made judgements and estimates that were reasonable and,prudent; and
*  Complied with the Local Authority Code.

The Corporate Director of Finance has also:

+  Kept proper accounting records that were up to date; and
+ Taken reasonable steps for the prevention and'detection’ of fraudvand other irregularities.

Corporate Director of Finance Approval of Accounts

| certify that these accounts present'a true and fair view of the financial position of the London Borough of Hillingdon,
in terms of the CIPFA/LASAAC Gode of Practice on,Local Authority Accounting in United Kingdom (‘the Code’), as at
31 March 2019 and its income and‘expenditure forthe year then ended.

Paul Whaymand
Corporate Director of Finance
30 May 2019

Audit Committee Certificate for the Approval of the Accounts
| confirm that these accounts were considered and approved by the Audit Committee at the meeting held on 22 July
20109.

Signed on behalf of London Borough of Hillingdon
AUDIT COMMITTEE
22 July 2019
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Independent Auditor's Report

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF LONDON BOROUGH OF HILLINGDON
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Statement of Accounting Policies

The Council is required to prepare an annual Statement of Accounts which summarises the Council’s transactions for
the 2018/19 financial year and its position as at the year-end of 31 March 2019. The Statement of Accounts must be
prepared in accordance with proper accounting practices as per the Accounts and Audit Regulations 2015. These
practices primarily comprise the Code of Practice on Local Authority Accounting in the United Kingdom 2018/19
supported by International Financial Reporting Standards (IFRS).

The accounting convention adopted in the Statement of Accounts is principally historical cost, modified by periodic
revaluation of certain categories of non-current assets and financial instruments. The accounts are prepared on an
accruals and going concern basis.

CAPITAL
1. Property, Plant and Equipment

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

Recognition

All expenditure on the acquisition, creation or enhancement of Property, Plant and Equipment is capitalised on an
accruals basis in the accounts, provided that the asset yieldsgbenefits to the 'Council for a period of more than one
year and the cost of the item can be measured reliably. “This execludes expenditure on routine repairs and
maintenance of non-current assets that is charged directly to service revenue accounts when incurred.

Measurement

Assets are initially measured at cost, comprising:
* The purchase price;
* Any costs attributable to bringing.the,asset to thedocation and condition necessary for it to be capable of
operating in the manner intended by management; and
+ The initial estimate of the casts of dismantling and removing the item and restoring the site on which it is
located.

The Council 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 fair value, unless the acquisition will not
increase the cash flows of the Council,, In the latter case, the cost of the acquisition is the carrying amount of the asset
given up by the Counecil.

Assets are then carried in the balance sheet valued on the basis recommended by CIPFA and in accordance with the
Statements of Asset Valuation Principles and guidance notes issued by the Royal Institution of Chartered Surveyors
(RICS). Property, Plant and Equipment are included in the balance sheet on the following basis:

* Infrastructure assets, cammunity assets and assets under construction are included in the balance sheet at
depreciated historical cost;

+ Duwellings are carried at fair value, determined using the basis of existing use value for social housing;

* Surplus assets and investment properties are measured at fair value, estimated at highest and best use from
a market participants perspective;

» All other asset classes are measured at fair value in its existing use. For land, buildings and assets which are
not held for the purpose of generating cash flows, the fair value represents the amount that would be paid for
the asset in its existing use. Where there is no market-based evidence of fair value due to the specialised
nature of the asset, the asset is valued at its depreciated replacement cost;

+ Plant and machinery forming an integral part of the property is included in the valuation of the buildings. Other
plant and machinery has been given a value on the basis of historical costs as a proxy for current value.

Assets included in the Balance Sheet at fair value are re-valued regularly to ensure that their carrying amount is not
materially different from their fair value at the year-end, but as a minimum, assets are valued every five years.
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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 revaluation loss previously charged to a service).

Where decreases in value are identified, the revaluation loss is accounted for as follows:

*  Where there is a balance of revaluation gains for the asset in the Revaluation Reserve, the carrying amount of
the asset is written down against that balance (up to the amount of the accumulated gains) with any excess
written down against the relevant service line in the Comprehensive Income and Expenditure Statement.

*  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 line 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.

A de minimis value of £10k has been set for capital purchases. This limit also applies to valuations. De minimis
expenditure is charged to revenue but, where permissible and appropriate, it is financed, as though it were capital
expenditure.

The Council only includes maintained schools in its asset register and onlydvhere it owns or controls the assets; this
includes foundation schools. Academies are external to local authoritiesand are not included. The Council does not
own or control Voluntary Aided school assets as they are owned by thé Diocese or Church of England and the value
of these assets are not included in the Council’s Balance Sheet.

Impairment / Revaluation Loss

An impairment review of all assets is undertaken at the'end of€ach financial year. Losses arising from an impairment
or revaluation loss are written off against.any. revaluation.gain attributable to the relevant asset in the Revaluation
Reserve, with any excess charged tofthe relevant service revenue account in the Comprehensive Income and
Expenditure Statement.

Where a revaluation loss is reversed subséquently;nthe reversal is credited to the relevant service line 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.

Depreciation

Depreciation is provided in the accounts in accordance with the International Accounting Standard (IAS) 16 and
CIPFA guidelines. IAS 16 states that depreciation is to be provided on all Plant, Property and Equipment, other than
for assets without a determinable finite useful life (i.e. freehold land, certain Community Assets and certain heritage
assets) and assets that are not yet available for use (i.e. Assets Under Construction). The depreciation policy is that:

Depreciation is calculated on a straight-line method and is based on the following useful lives or approach unless
specific information exists for an asset:

Infrastructure 40 years

Vehicles, Plant, Furniture & Equipment | 3 to 30 years

Council Dwellings Depreciated on straight line basis over maximum useful life up to 60
years

Other Land & Buildings Useful life varies depending on the condition, type and usage of the
asset, up to 60 years for buildings and infinite life for Land.

Surplus Assets Useful life varies depending on the condition, type and usage of the
asset

IT Equipment and Intangible Assets 5to 7 years
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Where an item of Property, Plant and Equipment has major components with useful lives different to the main asset,
and the cost of that component is material (20% or £250Kk), the asset is split into component parts and depreciated
separately. Where component assets are replaced, the carrying value of the asset is reviewed with an estimate made
on the carrying amount of the old component being replaced to be written out.

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.

Depreciation is charged annually and is charged in full in the year of disposal and not in the year of acquisition. Assets
under construction do not incur depreciation until they are complete. Depreciation is not charged on assets classified
as held for sale.

Disposals

When it becomes probable that the carrying amount of an asset will bedrecevered principally through a sale
transaction expected within the following year, rather than through its continuing use, it is reclassified as an Asset
Held for Sale. There must be a management decision that the asset will bé'sold and'it must be actively marketed. The
asset is re-valued immediately before reclassification and then carrieddatrthe lower of thissamount 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 net loss on
disposal of non-current assets line in the Comprehensive Incomefand Expenditure Statement. Gains in fair value are
recognised only up to the amount of any previously recogniseddosses.

Assets that are to be abandoned or scrapped are not reclassified as Assets Held for Sale.

When an asset is disposed or decommissioned, afny loss or profit on disposal is recognised on the face of the
Comprehensive Income and Expenditure Statement., Any revaluation “gains accumulated for the asset in the
Revaluation Reserve are transferred to the Capital Adjustment Account.

Amounts received for a disposal in excess.0fi£10k are categorised as capital receipts. A proportion of receipts relating
to housing disposals are payable to thedGovernment. The balance of receipts is required to be credited to the Capital
Receipts Reserve, and can then only be used for new'capital investment or set aside to reduce the Council’'s
underlying need to borrow (the Capital Financing Requirement). Receipts are appropriated to the Reserve from the
General Fund or Housing Revenue Account Balance inithe, Movement in Reserves Statement.

The flexibility over the use_of capital receipts generated in the year in which they were received will be taken as per
statutory guidance from.the Ministry. of Housing, Communities and Local Government to finance costs associated with
service transformation

The written-off valueof disposals is ‘'not a charge against Council Tax, as the cost of non-current assets is fully
provided for under separate arrangements for capital financing. Therefore, the loss or profit on sale is appropriated to
the Capital Adjustment Account from the General Fund Balance via the Movement in Reserves Statement.

Council houses are sold at a discount in accordance with the legislative requirements. Some land and property may
be sold at a discount or at nil value to housing associations in return for nomination rights (i.e. taking tenants from the
Council’s waiting list); other assets are sold at market value.

Commitments to make stock transfers are valued at estimated tenanted market value at the time the transfer is agreed
and an adjustment made to the non-current assets with any loss charged to the HRA Comprehensive Income and
Expenditure Statement. An adjustment is made to non-current assets for any change to this valuation at the time of
actual disposal.

Deferred credits on the Balance Sheet relate mainly to the sale of Council houses and reflect the amount of mortgage
principal outstanding on sales, which will be transferred to capital receipts when paid.

Grants and contributions: Where grants and contributions are received that are identifiable for spend on Property,
Plant and Equipment, the income is credited to the Comprehensive Income and Expenditure Statement under
Taxation and Non-Specific Grant Income. These are then transferred to the Capital Grants Unapplied Reserve if not
used and the Capital Adjustment Account when applied. If the grants have a condition for repayment and remain
unapplied at the end of the year, they are held on the Balance Sheet as creditors.
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2. Heritage Assets

The Council owns a humber of heritage assets across the borough. The primary objective of holding these assets is
for increasing the knowledge understanding and appreciation of the local history within the borough.

Where there is an open market, such assets will be valued at market value; assets with no marketable value will be
held at replacement cost.

Where it is impossible to establish a value by either of these methods, the Council will consider other valuation
methodologies such as insurable value; otherwise the asset will be held at nil value but disclosed as a note to the
accounts. Further details can be found in the Heritage assets note to the accounts.

Acquisitions of heritage assets can be made by purchase or donation. Acquisitions are . initially recognised at cost and
donations are recognised at market value or other valuation methodology.

The carrying amounts of heritage assets are reviewed where there is evidence©f impairment for heritage assets, e.g.
where an item has suffered physical deterioration or breakage or where doubts arise as to its authenticity. Any
impairment is recognised and measured in accordance with the Councils general policies,on impairment - see
accounting policy note 1.

3. Intangible Assets

Expenditure on non-monetary assets that do not have physical substance but are controlled by the Council as a result
of past events, such as software licences, are only recognised on the Balance Sheet when they are purchased or
where internally developed and the Council can demonstrate:

* The technical feasibility of completing the asset;

* lIts intention and the availability of adequate resources to complete the asset;

+ lIts ability to use or sell the asset;

* How the asset will generate future economic benefits or deliver service benefits; and

+ lts ability to measure_ reliably the expenditure attributable to the intangible asset during its development.

Intangible assets aredincluded at“historical“cost and only re-valued in line with IAS 38, where the fair value of the
assets held by the«Council can be determined by reference to an active market. In practice, no intangible asset held
by the Council meetsithis criterion, and they are therefore carried at amortised cost. Intangible assets are amortised
over their useful life ta the relevant service line in the Comprehensive Income and Expenditure Statement. An asset is
tested for impairment whenever there' is an indication that the asset might be impaired — any losses recognised are
posted to the relevant serviceyline in the Comprehensive Income and Expenditure Statement. Any gain or loss arising
on the disposal or abandonment©f an intangible asset is posted to the net loss on disposal of non-current assets line
in the Comprehensive Income and Expenditure Statement.

Where expenditure on intangible assets qualifies as capital expenditure for statutory purposes, amortisation,
impairment losses and disposal gains and losses are not permitted 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 £10,000) the Capital
Receipts Reserve.

4. Charges to Revenue for Non-Current Assets

Service revenue accounts, support services and trading accounts are charged the following amounts to record the real
cost of holding non-current assets during the year:

»  Depreciation attributable to the assets used by the relevant service;

* Impairment losses on tangible non-current assets used by the service and other losses where there are no
accumulated gains in the Revaluation Reserve against which they can be written off; and
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* Amortisation of intangible non-current assets attributable to the service.

The Council is not required to raise Council Tax to cover depreciation, revaluation and impairment losses or
amortisations. However, it is required to make an annual provision from revenue to contribute towards the reduction in
its overall borrowing requirement. Depreciation, revaluation and impairment losses and amortisations are therefore
replaced by a revenue provision in the General Fund balance, by way of an adjusting transaction with the Capital
Adjustment Account in the Movement in Reserves Statement for the difference between the two.

5. Revenue Expenditure Funded from Capital under Statute

Revenue Expenditure Funded from Capital under Statute represents expenditure that may properly be capitalised, but
which does not result in the creation of a non-current asset, for example housing association grants, capital
expenditure on non-maintained schools and housing improvement grants. Such{expenditure is taken to service
revenue in the year in which the expenditure is incurred. Where the Council hasfdetermined to meet the cost of this
from existing capital resources or by borrowing, a transfer to the Capital Adjustment account reverses the amounts
charged to the Comprehensive Income and Expenditure Statement via the Movementin Reserves Statement so there
is no impact on the level of Council Tax.

During the period 1 April 2016 to 31 March 2022 the Council are allowed under Guidance published by MHCLG to
flexible use of capital receipts on areas of revenue cost to reform‘which generate ongoing savings to the Council. In
the case where revenue spend is identified as meeting the critefia to use flexible capital receipts the Council will meet
the cost of the reform through capital receipts generated duringthe same financial year. Where the Council has
determined to meet this cost from capital receipts a transfer to the‘Capital Adjustment Account reverses the amounts
charged to the Comprehensive Income and Expenditure Statement via the Movement in Reserves Statement so there
is no impact on the level of Council Tax.

6. Investment Properties

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

Investment properties are measurediinitially at cost'andssubsequently 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 re-
valued annually according _to.market conditions at year-end. Gains and losses on revaluation are posted to the Net
Financing and Investment Incomeyand Expenditure line in the Comprehensive Income and Expenditure Statement.
The same treatment s applied to gains and lesses on disposal.

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.

7. Leases

Assets are acquired under finance leases when the risks and rewards relating to the asset transfer to the Council. 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 a legal status of a lease but convey a right to use an asset in return for payment are
accounted for under this policy where fulfiiment of the arrangement is dependent on the use of specific assets.

The Council as Lessee
Finance Leases

Property, Plant and Equipment held under finance leases is recognised on the Balance Sheet at the commencement
of the lease at its fair value measured at the lease’s inception (or present value of the minimum lease payments, if
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lower). The asset recognised is matched by a liability for the obligation to pay the lessor. Initial direct costs of the
Council are added to the carrying amount of the asset. Premiums paid on entry into a lease are applied to writing
down the lease liability. Contingent rents are charged as expenses in the years in which they are incurred.

Lease payments are apportioned between:

* A charge for the acquisition of the interest in the Property, Plant or Equipment — applied to write down the
lease liability; and

« A finance charge (debited to the Financing and Investment Income and Expenditure line in the
Comprehensive Income and Expenditure Statement)

Property, Plant and Equipment recognised under finance leases is accounted for using the policies applied generally
to such assets, subject to depreciation being charged over the lease term if this is shorter than the asset’s estimated
useful life.

The Council is not required to raise Council Tax to cover depreciation or revalyation and impairment losses arising on
leased assets. Instead, a prudent annual provision is made from revenue towards the deemed capital investment in
accordance with statutory requirements. Depreciation and revaluation and impairmentiosses are therefore replaced
by revenue provision in the General Fund Balance, by way of an adjdsting transaction with the Capital Adjustment
Account in the Movement in Reserves Statement for the difference bétween the two.

Operating Leases

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

The Council as Lessor
Finance Leases

Where the Council 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 awdisposal: Atthe'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 Net Loss on
Disposal of non-current assets line in‘the Comprehensive Income and Expenditure Statement. A gain, representing
the Council’s net investment'in the)lease, is eredited to the same line in the Comprehensive Income and Expenditure
Statement also as part of the gainor less on'disposal (i.e. netted off against the carrying value of the asset at the time
of disposal), matched by a lease asset in the Balance Sheet.

Lease rentals receivableiare apportioned between:

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

+ 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 will be 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 Unapplied Capital Receipts Reserve in the
Movement in Reserves Statement. When the future rentals are paid, the element for the charge for the acquisition of
the interest in the property is used to write down the lease asset. At this point, the deferred capital receipts are
transferred to the Capital Receipts Reserve.

The written-off value of disposals is not a charge against Council Tax, as the cost of non-current assets is fully

provided for under separate arrangements for capital financing. Amounts are appropriated to the Capital Adjustment
Account from the General Fund Balance in the Movement in Reserves Statement.
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Operating Leases

Where the Council 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 relevant service 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.

REVENUE
8. Accruals of Income and Expenditure

Activity is accounted for in the year that it takes place, not simply when cash payments are made or received. In
particular:

* Revenue from contracts with service recipients, whether for services or the provision of goods, is recognised
when (or as) the goods or services are transferred to the service récipient in‘accerdance with the performance
obligations in the contract

* Supplies are recorded as expenditure when they are consumed — where there is‘a gap between the date
supplies are received and their consumption; they are carried as inventories on the Balance Sheet.

» Expenses in relation to services received (including those rendeéred by the Council’s officers) are recorded as
expenditure when the services are received, rather than when payments are made.

* Interest receivable on investments and payable\on‘borrowings is accounted for respectively as income and
expenditure on the basis of the effective interest rate forthe relevant financial instrument rather than the cash
flows fixed or determined by the contract.

*  Where revenue and expendituré have been recognised but cash has not been received or paid, a debtor or
creditor for the relevant amaunt is recorded in the Balance Sheet. Where there is evidence that debts are
unlikely to be settled, the dalance of debtors is writteh down and a charge made to revenue for the income
that might not be collected. Disclosures willlberomitted if the information is not material.

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

* Where the authority has entered into“a transaction denominated in a foreign currency, the transaction is
converted intoisterling at the applicable exchange rate.

9. Acquisitions and Discontinued Operations

There were no operations acquired or discontinued in the years to 31 March 2019 or 31 March 2018.

10. Cash and Cash Equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable without penalty on notice of not
more than 24 working hours. Cash equivalents are investments that are held in instant access accounts, readily
convertible to known amounts of cash with insignificant risk of change in value. Amounts held in fixed-term deposits
not accessible within 24 working hours are not classified as cash equivalents, but as short-term investments. Any
accrued interest will be treated in the same manner as the principal investment except for long-term investments with
remaining terms in excess of 365 days; in these cases accrued interest will be shown as short-term investments.

In the Cash Flow Statement, cash and cash equivalents are shown net of bank overdrafts that are repayable on
demand. These form an integral part of the Council’s cash management.
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11. Changes in Accounting Policies and Estimates and Errors

Changes in accounting policies are only made when required by proper accounting practices when the change
provides more reliable or relevant information about the effect of transactions, other events and conditions on the
Council’s financial position or financial performance. Where a change is made, it is applied retrospectively by adjusting
opening balances and comparative amounts for the prior period as if the new policy had always been applied.

Changes in accounting estimates are accounted for prospectively, i.e. in the current and future years affected by the
change.

Material errors discovered in prior period figures are corrected retrospectively by amending opening balances and
comparative amounts for the prior period.

12. Employee Benefits
Benefits Payable during Employment

Short-term employee benefits (those that fall due wholly within 12 months of the yearend), such as wages and
salaries, paid annual leave, paid sick leave, other leave and non-monetary benefits, where material, are recognised as
an expense in the year in which employees render service to thedCouncil. An accrual is made against services in the
Surplus or Deficit on the Provision of Services for the cost of heliday entitlements and other forms of leave earned by
employees but not taken before the year-end and which employeesi\can carry forward into the next financial year. Any
accrual made is required under statute to be 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.

Termination Benefits

Termination benefits are amounts payable as a result of @ decision by the Council to terminate an officer’s
employment before the normal retirementgdate or an‘officer's decision to accept voluntary redundancy and are
charged on an accruals basis to the® Comprehensive| Income and Expenditure Account when the Council is
demonstrably committed to either terminating the employment of an officer or group of officers.

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

Post-Employment Benefits

The Council participates in‘four defined benefit pension schemes-
* The Teachers’ Pension‘'Scheme;
* The NHS Pension Scheme;

+ The London Borough of Hillingdon Pension Fund of the Local Government Pension Scheme (LGPS),
administered locally by the Council; and

* The London Pension Fund Authority Pension Fund of the LGPS, which is a closed arrangement for former
employees administered by the London Pension Fund Authority.

The accounts fully conform to the International Accounting Standard 19 (IAS 19) relating to pension fund liabilities.
Both the Comprehensive Income and Expenditure Statement and the Balance Sheet reflect the effects of these
requirements.

Teachers’ Pension Scheme

* The Teachers’ Pension Scheme is unfunded and administered on behalf of the Department of Education
(DfE) by Capita. The pension cost charged to the accounts is the contribution rate set by the DfE on the basis
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of a notional fund. The arrangements for the teachers' scheme mean that the liabilities for the benefits cannot
be identified specifically to the Council. As such the scheme is accounted for as if it was a defined contribution
scheme and no liability for future payment has been recognised in the Council's Balance Sheet. The Schools
Budget line in the Council's Comprehensive Income and Expenditure Statement is charged with the
employers contributions made into this scheme.

NHS Pensions Scheme

* The NHS Pension Scheme is unfunded and is administered by NHS Business Services Authority. The
arrangements for the NHS scheme mean that liabilities for the benefits cannot be identified specifically to the
Council. These schemes are therefore accounted for as if they are a defined contribution scheme and no
liability for future payments of benefits is recognised in the Council's Balance Sheet. The relevant service line
in Comprehensive Income and Expenditure Statement is charged with the employer’s contributions payable to
the NHS Pension Scheme in the year.

The Local Government Pension Scheme
* The pension liabilities attributable to the Council under the LGPS are included, in the Balance Sheet on an
actuarial basis using the projected unit method — i.e. an assessment of the future payments that will be made
in relation to retirement benefits earned to date by employees, based on assumptions about mortality rates,
employee turnover rates, etc., and projected earnings for current employees.

» Liabilities are discounted to their value at current prices.

* The pension fund assets attributable to the Council is included inithe Balance Sheet at fair value:

. Quoted securities — current bid price

. Unguoted securities — professional estimate
. Unitised securities — current bid price

. Property — market value

* The change in the net pensions liability4ds analysed into the following components:
. Service cost comprising:

+ <Current service cost = the increase in liabilities as result of years of service earned this year —
allocated in the Comprehensive Income and Expenditure Statement to the services for which
the employees worked:

+_ Rast 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/Deficit on the
Pravision of Services in the Comprehensive Income and Expenditure Statement as part of
Corporate Operating Budgets.

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

. Remeasurements comprising:
* The return on assets — excluding amounts included in net interest on the net defined benefit
liability (asset) the annual investment return on the fund assets attributable to the Council,

based on an average of the expected long-term return — debited to the Pensions Reserve as
Other Comprehensive Income and Expenditure.
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» Actuarial gains and losses — changes in the net pensions liability that arise because events
have not coincided with assumptions made at the last actuarial valuation or because the
actuaries have updated their assumptions — debited to the Pensions Reserve as Other
Comprehensive Income and Expenditure.

. Contributions paid to pension funds — cash paid as employer’s contribution to the pension fund in
settlement of liabilities; not accounted for as an expense.

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

Discretionary Benefits

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

13. Long Term Contracts

The Council has entered into a number of long term contracts that have commitments beyond the period of account.
These are accounted for on the basis of charging the Surplus_or Deficit on"the Provision of Services with the value of
works and services received under the coentract during thé financial year. Material future fixed commitments are
outlined in a note to the accounts.

14. Private Finance Initiative (PFI) €ontract

The Council has one PFI contract which relates to an Academy school. The asset is not recognised on the Council's
Balance Sheet as it leaseéd out to'the Academy under a finance lease. The PFI liability continues to be recognised in
the Council's accounts.

The amounts payableito the PFI operators each year are analysed into three elements:

« Fair value of the services received during the year — debited to the relevant service in the Comprehensive
Income and Expenditure Statement.

« Finance cost — an interest charge on the outstanding Balance Sheet liability, debited to the Financing and
Investment Income and Expenditure line in the Comprehensive Income and Expenditure Statement.

+ Payment towards liability — applied to write down the Balance Sheet liability towards the PFI operator (the
profile of write-downs is calculated using the same principles as a finance lease)
15. Government Grants and Contributions

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

*  The Council will comply with the conditions attached to the payments, and
* The grants or contributions will be received.

Amounts recognised as due to the Council are not credited to the Comprehensive Income and Expenditure Account
until conditions attaching to the grant or contribution have been satisfied. Conditions are stipulations that specify that
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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 where 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/contributions) or Taxation and Non-Specific Grant Income (non-ring-fenced revenue
grants and all capital grants) in the Comprehensive Income and Expenditure Statement.

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

Community Infrastructure Levy

The Council has elected to charge a Community Infrastructure Levy (CIL). The levy will be charged on new builds
(chargeable developments for the Council) with appropriate planning.€onsent. The Couneil charges for and collects
the levy, which is a planning charge. The income from the levy will bé used to fund a numbenof infrastructure projects
(these include transport, flood defences and schools) to support the development of the area. CIL is received without
outstanding conditions; it is therefore recognised at the commeéncement date’of the chargeable development in the
Comprehensive Income and Expenditure Statement in accordance,with the accounting policy for government grants
and contributions set out above. CIL charges will be largely used to fund capital expenditure. However, a small
proportion of the charges may be used to fund revenue expenditure.

16. Inventories and Work in Progress

Inventories at the year-end are included at.the.lower of costr net realisable value. Work in Progress on uncompleted
jobs is valued at cost including an allocation of overheads:

17. Schools

The Code of Practice on Local Authority Accounting in the United Kingdom confirms that the balance of control for
local authority maintained schoolsi(i.e. thase,categories of school identified in the School Standards and Framework
Act 1998, as amended) lies with thexlocal ‘authority. The Code also stipulates that those schools’ assets, liabilities,
reserves and cash(flows are recognised in the local authority financial statements (and not the Group Accounts).
Therefore schools™ transactions, cash'flows and balances are recognised in each of the financial statements of the
Council as if they were the transactions, cash flows and balances of the Council. The non-current assets of Voluntary
aided schools owned by:faith organisations are found not to be controlled by the Council and as such the assets are
not held within the Councils balance'sheet under Property, Plant and Equipment.

18. Fair Value

Fair value measurement is defined by IFRS13 as the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement date. This definition is applied to all
fair value measurement for non-operational property, plant and equipment, investment property as well as for financial
instruments. Operational property, plant and equipment continue to be valued in line with its existing use. Fair value
assumes the transaction to sell the asset takes place in the principle market for the asset or liability or in the absence
of the principle market in the most advantageous market. When measuring non-operational property, plant and
equipment, the fair value at highest and best use is adopted. Valuation techniques maximise known data and
minimise the use of estimates or unknowns. This takes into account three levels of valuation inputs

* Level 1 - Quoted prices

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

» Level 3 - Unobservable inputs for the asset or liability.
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19. Contingent Liabilities

A contingent liability arises where an event has taken place that gives the Council 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 Council. 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.

20. Contingent Assets

A contingent asset arises where an event has taken place that gives the Council a possible asset whose existence will
only be confirmed by the occurrence or otherwise of uncertain future events ot wholly within the control of the
Council.

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.

21. Provisions and Reserves

The Council is required to set aside money to cover future knewn<or anticipated liabilities and each reserve or
provision should be clearly identifiable as to its purpose and usage.

Provisions

Provisions are established for any liabilities of uncertain\timing or amount that have been incurred. Provisions are
recognised when:-

* There is a present obligation(legal or constructive)'as a result of a past event;
* ltis probable that a cost will have to be/met to settle'the obligation; and
+ Areliable estimate of the eost,can bedmade:

Provisions are charged to the appropriate service line in the Comprehensive Income and Expenditure Statement in the
year that the Council becomes aware of the obligation, and 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 a
payment for expenditure against a“ provision'is made, the expenditure is charged directly to that provision. All
provisions are reviewed each year.

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

Provision for bad and doubtful debts

No provision is made for debts that are secured except in exceptional circumstances. Of all remaining debts, and
excluding financial instruments where an expected credit loss model is applied, the Council makes a provision for bad
debts based upon continuous reviews of likely recovery undertaken by service managers and supporting finance staff.

Reserves

The Council sets aside specific amounts as reserves for future policy purposes or to cover contingencies. Reserves
are created by transferring amounts out of the General Fund and/or HRA Balance. When expenditure to be financed
from a reserve is incurred, it is charged to the appropriate service in that year to score against the Surplus or Deficit
on the Provision of Services in the Comprehensive Income and Expenditure Statement. The reserve is then
transferred back into the General Fund Balance so that there is no net charge against Council Tax for the expenditure.
Certain reserves are kept to manage the accounting processes for non-current assets, financial instruments, local
taxation, retirement and employee benefits and do not represent usable resources for the Council.
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22. Financial Assets

Financial assets are classified based on a classification and measurement approach that reflects the business model
for holding the financial assets and their cashflow characteristics. There are three main classes of financial assets
measured at:

+ amortised cost
» fair value through profit or loss (FVPL)
» fair value through other comprehensive income (FVOCI)

Amortised Cost

Where the Council’'s business model is to hold investments to collect contractual cash flows these are classified as
amortised cost. Financial assets measured at amortised cost are recognised on theBalance Sheet when the authority
becomes a party to the contractual provisions of a financial instrument and are dnitially 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'(CIES) for interest receivable are based
on the carrying amount of the asset multiplied by the effective rate of interest. For mastiof the financial assets held by
the Council, this means that the amount presented in the Balance Sheebis the outstanding principal receivable (plus
accrued interest) and interest credited to the CIES is the amount recéivable for the year in‘the,agreement.

The Council recognises expected credit losses on all of its financial assets held at amortised cost, either on a 12-
month or lifetime basis. Lifetime losses using the simplified appreach are4ecognised for trade receivables held by the
Council. Impairment losses are calculated to reflect the expectation that the future cash flows might not take place
because the borrower could default on their obligations. Credit risk plays a crucial part in assessing losses. Where risk
has increased significantly since an instrument was initially recognised, Jlosses are assessed on a lifetime basis.
Where risk has not increased significantly or remains low, loSses are assessed on the basis of 12-month expected
losses.

Fair Value through Profit or Loss (FVPL)

Financial assets that are measured at FVPL are recognised on the Balance Sheet when the Council becomes a party
to the contractual provisions of afinancial instrument and are\initially measured and carried at fair value. Fair value
gains and losses are recognised as they arrivé inthe Surplus'or Deficit on the Provision of Services.

Any gains and losses that_arise on the derecognition of the asset are credited or debited to the Financing and
Investment Income and Expenditure line in the Comprehensive Income and Expenditure Statement.

The fair value measurements of the financial assets are based on the following techniques:
e instruments with quoted market prices — the market price
e other instruments, with fixed and determinable payments — discounted cash flow analysis.

The inputs to the measurement techniques are categorised in accordance with the following three levels shown
described in item 18 Fair Values:

Fair Value through Other Comprehensive Income (FVOCI)

Financial assets that are measured at FVOCI are recognised on the Balance Sheet when the Council becomes a
party to the contractual provisions of a financial instrument and are initially measured and carried at fair value. Gains
or losses arising from a change in the fair value will be reflected in the carrying amount of the instrument and updated
in the Financial Instrument Revaluation Reserve.

Any gains and losses that arise on the derecognition of the asset are credited or debited to the Financing and
Investment Income and Expenditure line in the Comprehensive Income and Expenditure Statement with any accrued
fair value change being released from the Financial Instrument Revaluation Reserve.

The Council has applied the statutory override to designate holdings in strategic pooled funds as FVOCI.

Financial guarantees entered into before 1 April 2006 are not required to be accounted for as financial instruments.
These guarantees are reflected in the Statement of Accounts to the extent that provisions might be required or a
contingent liability note is needed under the policies set out in the section on Provisions, Contingent Liabilities and
Contingent Assets.
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Financial assets and liabilities are set-off against each other where the Council has a legally enforceable right to set-
off and it intends either to settle on a net basis or realise the asset and settle the liability simultaneously.

23. 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.

* Amortised Cost - contains all of an authority’s financial liabilities that are not ‘held for trading’ or derivatives.

The liability is maintained in the Balance Sheet at amortised cost. Initial measurement will be at fair value, normally
the amount of the originating transaction, less transaction costs where material. The effective interest rate is then
calculated, 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. Annual charges to the Comprehensive Income and
Expenditure Statement are made for interest payable and are based upon the carrying amount of the liability,
multiplied by the effective rate of interest for the instrument. The amount presented, in the Balance Sheet for most
borrowings is the outstanding principal payable plus any accrued interest.

24. Redemption of Debt

The Council sets aside resources each year for the repayment,of historical debt. Debt held by the Council is
distinguishable into three types of loans:

(a) Maturity loans - where the principal is repaid in fullyon the date the loan matures and interest is paid every 6
months. The accrued interest is shown as part of the carrying value of the lean,on the Balance Sheet.

(b) Equal Instalment of Principal (EIP) Loans - where an equal instalment of principal based on the life of the loan is
repaid every six months. Interest is paid every,six months based on the outstanding balance. The accrued interest is
shown as part of the carrying value of thé loan‘onithe Balance Sheet.

(c) LOBO (lender’s option, borrower’s option) loans - where the principal is borrowed at a fixed rate of interest for
a specified period of time, after whichythe lender hasthe,option to change the rate of interest and the borrower has the
option to continue with the loan at thexnew rate or repay the principal before maturity without penalty. If the lender
does not change the rate, the principaliis repaid in full on the date the loan matures. In the interim, interest payments
are made every six months. The accrued interest is shown as part of the carrying value of the loan on the Balance
Sheet.

Gains and losses on the repurchase or early settlement of borrowing are credited or debited to the Net Financing and
Investment Income andyExpenditure line in the Comprehensive Income and Expenditure Statement in the year of
repurchase/settlement. However, where repurchase has taken place as part of a restructuring of the loan portfolio that
involves the modification or exchange of existing instruments, the premium or discount is calculated by discounting the
revised contractual cash flows with the original effective interest rate. This 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 Council has a policy of
spreading the gain/loss over the term that was remaining on the loan against which the premium was payable or
discount receivable when it was repaid. The reconciliation of amounts charged to the Comprehensive Income and
Expenditure Statement to the net charge required against the General Fund Balance is managed by a transfer to or
from the Financial Instruments Adjustment Account in the Movement in Reserves Statement.

25. Minimum Revenue Provision
Where the Council finances its capital programme through borrowing it must set aside resources annually through a
Minimum Revenue Provision (MRP). This is within the revenue budget to repay the debt in later years. MRP will

generally be charged over the useful life of the assets, beginning in the year after the asset becomes operational. In
all cases the Council will consider the most prudent method of providing for debt repayment. The HRA makes a form
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of MRP to pay down its self-financing settlement debt over the 30 year business cycle on which the settlement is
based as a provision for repayment of debt.

26. Collection Fund

Billing authorities in England are required by statute to maintain a separate fund for the collection and distribution of
amounts due in respect of Council Tax and national non-domestic rates (NNDR). The key features relevant to
accounting for Collection Fund activity in the core financial statements are:

* Inits capacity as a billing authority the Council acts as agent; it collects and distributes income on behalf of
the major preceptors and itself.

*  While the income for the year credited to the Collection Fund is the accrued income for the year, regulations
determine when it should be released and transferred to the General Fund of the billing authority or paid out of
the Collection Fund to major preceptors.

As the collection of Council Tax and NNDR income is in substance an agency arrangement, cash collected by the
billing authority from Council Tax debtors belongs proportionately to thé billing authority and the major preceptors as
do the risks. There will therefore be a debtor/creditor position betweén the billing authority and each major preceptor
to be recognised since the net cash paid to each major preceptordn the year will not be its share of the cash collected
from Council Taxpayers and local Business Ratepayers.

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

27. VAT

Income and Expenditure excludesfany amounts relating to\VAT, as all VAT collected is payable to HM Revenue &
Customs. VAT is included in the Income and Expenditure,statement whether of a capital or revenue nature only to the
extent that it is irrecoverable.

28. Events after the Reporting Period

Events after the reporting period are those events, both favourable and unfavourable, that occur between the end of
the reporting period and'the date when the Statement of Accounts is authorised for issue. Two types of events can be
identified:

« Those that provide evidence of conditions that existed at the end of the reporting period — the Statement of
Accounts is adjusted toreflect such events;

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

Events taking place after the date of authorisation for issue are not reflected in the Statement of Accounts.

29. Exceptional Items and Prior Year Adjustments

Exceptional items are included in the cost of the service to which they relate or on the face of the Income and
Expenditure Statement if required to give a fair presentation of the accounts.

Account is taken of material adjustments applicable to prior years arising from changes in accounting policies or from
the correction of fundamental errors by restating the comparative figures for the preceding period. The cumulative
effect of prior period adjustments is included within the Comprehensive Income and Expenditure Statement for the
current period.
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30. Assumptions Made About Future and Other Major Sources of Estimation Uncertainty

The Statement of Accounts contains estimated figures that are based on assumptions made by the Council 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 Council’'s Balance Sheet as at 31 March 2019 for which there is significant risks of material

adjustment in the forthcoming financial year are as follows:

ltem Uncertainties Effect if Actual Results Differ from
Assumptions

Property, Assets are depreciated over useful lives that are | If the useful life of assets is reduced, depreciation

Plant and dependent on assumptions about the levels of | increases and the carrying amount of the assets

Equipment | repairs and maintenance that will be incurred in | falls. It is estimated that the annual depreciation
relation to individual assets. charge would increase by £2.7m for every year
Assets are subject to a 5 year rolling valuation | that useful lives'had reduced.
and assumptions are made by the specialist | A fall in‘value of the €ouncil's Property, Plant and
valuer regarding market indicators and other data | Equipment would impaet on the net worth of the
available to asses an asset's value. Council, however would, not impact on the

Council's usable balances.” Fluctuations in the
value offassets will not correlate with normal
market conditions; however a 1% movement in
asset values would move the Council's balance
sheetposition by £18.5m.

Provisions Provisions are defined as probable wiuture | If future liabilities exceed the amounts set aside,
liabilities based on past events and there arey) the additional amounts would have to be met from
therefore inherent uncertainties related to | thex€ouncil’'s revenue account.
provisions that have been made and the‘amounts
set aside.

Arrears Provisions have been made for'debt owed'to.the | Any deterioration in the collection rates may lead
Council for which payment may not be received. | to a larger number of debtors not being able to
The Council reviews its basis for calculating | pay the Council than already provided for. These
doubtful debts and ‘impairments making,, the | would have to be written off to reduce the balance
current levels appropriate.4However, particularly | of outstanding debt and be charged to the
in the currentseconomic climate, it is not certain | Comprehensive  Income and  Expenditure
that allowances made, would be, sufficient. Statement.

Pensions Estimation of the netiliability. to. pay pensions | The assumptions interact in complex ways. The

Liability depends on a number of complex judgements | actuaries review the assumptions triennially and
relatinghto the discount rate used, the rate at | changes are adjusted for in the accounts.
which salaries are projected to increase, changes | Sensitivity analysis is represented in note 46 to
in retirementhages, martality rates, and expected | the accounts on page 95.
returns on “pension fund assets. A firm of
consulting actuaries is engaged to provide the
Council with expert advice about the assumptions
to be applied.

31. Carbon Reduction Commitment (CRC)

The Council is required to participate in the Carbon Reduction Commitment (CRC) Energy Efficiency Scheme. This
scheme is in phase 2 which commenced in April 2014 and runs until March 2019. The Council is required to purchase
allowances, either prospectively or retrospectively and surrender them, on the basis of emissions i.e. carbon dioxide
produced as energy is used. As carbon dioxide is emitted (i.e. as energy is used), a liability and an expense are
recognised. The liability will be discharged by surrendering allowances. The liability is measured at the best estimate
of the expenditure required to meet the obligation, normally at the current market price of the number of allowances
required to meet the liability at the reporting date. The cost to the Council is recognised and reported in the costs of
the Council’s services and is apportioned to services on the basis of energy consumption.
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32. Accounting Standards That Have Been Issued but Have Not Yet Been Adopted

The Code of Practice requires that the Council discloses 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. This requirement applies to
accounting standards that come into effect for financial years commencing on or before 1 January of the financial year
in question (i.e. on or before 1 January 2019 for 2018/19). Disclosure requirements are expected to be included in a
subsequent edition of the Code.

Changes in the 2019/20 Code of practice that will be introduced in future versions of the accounts include —

Amendments to IAS 40 Investment Property: Transfers of Investment Property

Annual Improvements to IFRS Standards 2014 - 2016 Cycle

IFRIC 22 Foreign Currency Transactions and Advance Consideration

IFRIC 23 Uncertainty over Income Tax Treatments

Amendments to IFRS 9 Financial Instruments: Prepayment Features with'Negative Compensation

The Council does not expect these changes to have a material impact uponsdthe financial statements.
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Main Financial Statements

The various financial statements that follow are prepared on an accruals basis and follow best practice recommended
by the Chartered Institute of Public Finance & Accountancy (CIPFA) and International Financial Reporting Standards
(IFRS) as defined by the Code of Practice on Local Authority Accounting in the United Kingdom. Further details of
these requirements are detailed in the Statement of Accounting Policies.

These statements are published in accordance with the Accounts and Audit Regulations 2015. They summarise the
overall financial position of the Council and in particular include the following:

Restatement of 2017/18 Published Accounts (page 36)

This note provides an overview of changes to the Financial Statements from the published Statement of Account in
2017/18 as a result of changes in reporting requirements. This statement reconciles the position reported to
management and that reported in the CIES.

Expenditure and Funding Analysis (page 37)
This note shows how Council funding has been used in providing servicesdin comparison to those resources
consumed or earned by authorities in accordance with generally accepted accounting practices.

Comprehensive Income and Expenditure Statement (page 39)

The first of the core financial statements. This shows the expenditure )and the incomeirelating to all the services
provided by the Council and how the net cost of these services has been financed by local taxpayers and government
grants.

Balance Sheet (page 40)
This sets out the assets and liabilities of the Council as at 31 March»2019, but excludes the assets and liabilities of
pension and trust funds.

Movement in Reserves Statement (page 41)
This statement sets out the reserves held by the Coungil, split intotusable and unusable reserves, and shows how
they have moved during the year.

Cash Flow Statement (page 43)

This consolidated statement summarises the|inflows and)\outflows of cash and cash equivalents arising from
transactions with third parties fordrevenue and capital purposes. The statement excludes any transactions of the
pension and trust funds.

Supporting notes to the Accounts (page 44)

A selection of notes provided to 'support the information in the main financial statements with additional detail of
movement breakdown'and analysis.
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Restatement of 2017/18 Published Accounts

The Expenditure and Funding Analysis (EFA), aims to demonstrate to council tax and rent payers how the funding
available to the Council for the year has been used in providing services in comparison with those resources
consumed or earned by authorities in accordance with generally accepted accounting practices. The Expenditure and
Funding Analysis also shows how this expenditure is allocated for decision making purposes between the Council’s
directorates and other service departments.

Since the production of the 2017/18 Statement of Accounts the Council structure has altered with certain service
departments now reporting to different directorates. As such the statement below shows the movement of funding
used to provide services relating to the General Fund, from the originally published 2017/18 Statement of Accounts to
the new Council structure.

The reported outturn position to Cabinet in June 2018 is reflected in the table below alongside the restatement
required to align the comparator cost of service to the management structure as at 31 March 2019, for the opening
EFA position on page 37. The EFA then shows how these figures feed through te'the Comprehensive Income and
Expenditure Statement.

Published EFA - Total Restated EFA - Jotal
. Net Expenditure Net Expenditure
Council Structure Charged to GF & HRA | Charged to.GF & HRA ) ement
Balances Balances
£'000 £'000 £'000
Chief Executive's Office 7,033 7,033 0
Finance 13,945 12,011 (1,934)
Residents Services 75,431 75,431 0
Social Care 117,527 117,527 0
Corporate Operating Budgets 4,085 5,719 1,634
HIP Initiatives** 240 240 0
Corporate Funding* (219;846) (219,546) 300
Total General Fund (1,585) (1,585) 0
Schools Budget 4,424 4,424 0
Housing Revenue Account 8,718 8,718 0
Total Other Funds 13,142 13,142 0
Net Cost of Services 11,557 11,557 0

* Corporate Funding previously disclosed as Badget Requirement. Corporate, Funding reflects the Council's funding streams required to support the
net expenditure budget from Council Tax, buSiness rates and corporate grant income

** H|P Initiatives shown as Priority Growth in'17/18
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Expenditure and Funding Analysis

The Expenditure and Funding Analysis 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.

Adjustments
. between
Total Net Adjustments Funding & Net Expenditure in
: between the Earmarked .
Expenditure . Other Income Comprehensive
Funding & Reserve
Charged to GF f . and Income and
Accounting Adjustments . .
& HRA Basis (Note 5) Expenditure on Expenditure
Balances the Provision of Statement
(Note 1A) .
Services (Note
2018/19 1B)
General Fund £'000 £'000 £'000 £'000 £'000
Chief Executive's Office 6,840 834 386 0 8,060
Finance 12,028 1,307 353 0 13,688
Residents Services 74,543 (31,264) 150 (18,388) 25,041
Social Care 121,046 5,443 1,007 (23,142) 114,354
Corporate Operating Budgets 5,483 (4,489) 390 (580) 804
HIP Initiatives 200 0 55 0 255
Corporate Funding* (221,437) 1,297 (2,023) 222,163 0
Total General Fund (1,297) (26,872) 318 190,053 162,202
Other Funds
Schools Budget 2,774 839 0 (30) 3,583
Housing Revenue Account 18,848 2,644 0 (7,055) 14,437
Total Other Funds 21,622 3,483 0 (7,085) 18,020
Net Cost of Services 20,325 (23,389) 318 182,968 180,222
Other Income and Expenditure on the
Provision of Services 0 (23,015) 0 (182,968) (205,983)
(Surplus)/Deficit on Provision of
Services 20,325 (46,404) 318 0 (25,761)
Movement in Balances 2018/19 £'000
Opening General Fund and HRA Balance (Adjusted)** 123,523
General Fund Declared Surplus 1,297
General Fund Surplus 1,297
HRA Deficit (18,848)
Schools Reserve Moyvements (2,774)
Other Earmarked ReservesMovements (318)
Closing General Fund and HRA Balance at 31 March 102,880

* Corporate Funding previously disclosed as‘Budget Requirement. Corporate Funding reflects the Council's funding streams required to support the
net expenditure budget from Council Tax/business rates and corporate grant income

** The opening balance for 18/19 has been adjusted following the introduction of IFRS 9 — see Movement in Reserves Statement

Note - there may be rounding discrepancies on this presentation to the presentation in the management reported position due to the level of
reporting in the differing statements
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Expenditure and Funding Analysis

The Expenditure and Funding Analysis 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.

Adjustments
Total Net Adjustments between Net Expenditure in
. Earmarked Funding & .
Expenditure between the Comprehensive
. Reserve Other Income
Charged to GF Funding & . Income and
. Adjustments and .
& HRA Accounting . Expenditure
. (Note 5) Expenditure to
Balances Basis (Restated) the Provision of Statement
(Restated) (Note 1A) . (Restated)
Services (Note
2017/18 1B) (Restated)
General Fund £'000 £'000 £'000 £'000 £'000
Chief Executive's Office 7,033 747 (146) 0 7,634
Finance 12,011 1,916 389 0 14,316
Residents Services 75,431 36,276 (953) (18,640) 92,114
Social Care 117,527 74053 ) (11,185) 113,394
Corporate Operating Budgets 5,719 (3,509) (2,063) (506) (359)
HIP Initiatives 240 0 127 0 367
Corporate Funding* (219,546) 1,436 (975) 219,085 0
Total General Fund (1,585) 43,919 (3,622) 188,754 227,466
Other Funds
Schools Budget 4,424 (241) 0 (32) 4,151
Housing Revenue Account 8,718 (94297) 0 (7,150) (7,729)
Total Other Funds 13,142 (9,538) 0 (7,182) (3,578)
Net Cost of Services 11,557 34,381 (3,622) 181,572 223,888
Other Income and Expenditure on the
Provision of Services 0 (8,940) 0 (181,572) (190,512)
(Surplus)/Deficit on Provision of
Services 11,557 25,441 (3,622) 0 33,376
Movement in Balances 2017/18 £'000
Opening General Fund and HRA Balance 124,938
General Fund Declared Surplus 1,585
General Fund Surplus 1,585
HRA Deficit (8,718)
Schools Reserve Movements (4,424)
Other Earmarked Reserve Movements 3,622
Closing General Fund and HRA Balance at 31 March 117,003

*Corporate Funding previously disclosed as Budget Requirement. Corporate Funding reflects the Council's funding streams required to support the
net expenditure budget from Council Tax, business rates and corporate grant income.
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Comprehensive Income and Expenditure
Statement

The Comprehensive Income and Expenditure Statement shows the accounting cost in the year of providing services
in accordance with generally accepted accounting practices, rather than the amount to be funded from taxation or
rents. Councils raise taxation and rents to cover expenditure in accordance with statutory requirements; this may be
different from the accounting cost. The taxation position is shown in both the Expenditure and Funding Analysis and
the Movement in Reserves Statement.

31 March 2019 31 March 2018
. Net Expenditure Net_
Expenditure Income . Income Expenditure
Expenditure | (Restated)
(Restated)
Note £'000 £'000 £'000 £000 £'000 £'000
EXPENDITURE ON SERVICES
Chief Executive's Office 9,418 (1,358) 8,060 8,781 (1,147 7,634
Finance 16,498 (2,810) 13,688 18,294 (3,978) 14,316
Residents Services 85,117 (60,076) 25,041 150,666 (58,552) 92,114
Social Care 186,136 (71,782) 114,354 169,262 (55,868) 113,394
Corporate Operating Budgets 140,359 (139,555) 804 144,343 (144,702) (359)
HIP Initiatives 255 0 255 367 0 367
Schools Budget 174,362 (170,779) 3{583 168,318 (164,167) 4,151
Housing Revenue Account 75,245 (60,808) 14,437 53,134 (60,863) (7,729)
NET COST OF SERVICES 687,390 (507,168) 180,222 713,165 (489,277) 223,888
Other Operating Expenditure 6 3,094 0 3,094 1,779 0 1,779
Net loss/(gain) on disposal of non-current R (2:425) (14.425) 1,683 0 1,683
assets
Net Flngncmg and Investment Income and 7 23,084 (1,096) 21,988 22,504 (442) 22,150
Expenditure
Taxation and Non-Specific Grant Income 8 0 (216,640) (216,640) 0 (216,124) (216,124)
Other Income and Expenditure on the
Provision of Services 26,178 (232,161) (205,983) 26,056 (216,568) (190,512)
(SURPLUS)/DEFICIT ON PROVISION
OF SERVICES 713,568 (739,329) (25,761) 739,221 (705,845) 33,376
(Surplus)/Deficit on revaluation of
Property, Plant and Equipment assets ez ) e
Actugrla.l.(_gal n)/loss on pension assets 44 58,465 (22,727)
and liabilities
(Su_rplus)/Deflmt on reva}luatlon of 230 (30)
available for sale financiahassets
TOTAL COMPREHENSIVEINCOME
AND EXPENDITURE (269,251) (8821)
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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
Council. The net assets of the Council (assets less liabilities) are matched by the reserves held.

Reserves are reported in two categories:

The first category of reserves are usable reserves, i.e. those reserves that the Council may use to provide services,
subject to the need to maintain a prudent level of reserves and requirement to maintain any statutory limitations on
their use (for example the Capital Receipts Reserve may only be used to fund capital expenditure or repay debt).

The second category of reserves are those that the Council 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 were sold; and reserves that hold timing
differences shown in the Movement in Reserves Statement line ‘adjustments between accounting basis and funding

basis under regulations’.

31 March 2019 | 31 March 2018
Note £'000 £'000

Property, Plant & Equipment 9 1,852,680 1,486,731
Heritage Assets 9 5,341 5,341
Intangible Assets 9 637 737
Investment Properties 9 5,711 5,527
Long Term Investments 14 14,899 57
Long Term Debtors 18 2,290 3,757
LONG TERM ASSETS 1,881,558 1,502,150
Inventories 15 254 198
Short Term Debtors 16 52,657 52,735
Short Term Investments 14 1,202 30,569
Cash and Cash Equivalents 21 47,502 49,578
Assets Held for Sale 9 0 44
Current Intangible Assets 91 229
CURRENT ASSETS 101,706 133,353
Short Term Provisions 22 (6,581) (4,759)
Short Term Borrowing 14 (49,369) (18,360)
Short Term Creditors 19 (69,491) (102,559)
CURRENT LIABILITIES (125,441) (125,678)
Long Term Provisions 22 (862) (1,266)
Deferred Credits 4 (11)
Long Term Borrowing 14 (214,890) (229,647)
Long Term Creditors 20 (3,780) (3,721)
Capital Grant Receipts in Advance 35 (12,969) (10,499)
Deferred Liabilities 37 (886) (1,165)
Net L_|ab|I|t|es Related to Defined Benefit 45 (609,513) (524.468)
Pension Schemes

LONG TERM LIABILITIES (842,904) (770,677)
NET ASSETS 1,014,919 739,148
Usable Reserves 165,756 168,245
Unusable Reserves 849,163 570,903
TOTAL RESERVES 1,014,919 739,148

Paul Whaymand

Corporate Director of Finance

30 May 2019
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Movement In Reserves Statement

This statement shows the detail of the movement from the start of the year to the end of the year on the different reserves held by the Council. These reserves are analysed
into ‘Usable Reserves’ (i.e. those that can be applied to fund expenditure or reduce local taxation) and other 'Unusable reserves'. The statement shows how the movements
to the reserves in year are broken down between gains and losses incurred in accordance with generally accepted accounting practices and the statutory adjustments
required to return to the amounts chargeable to Council Tax (or rents) for the year. The Increase/(Decrease) line shows the net movement to the statutory General Fund

Balance and Housing Revenue Account Balances in the year.

General Schools Earmarked Housing Majqr Capital G.rants Capl.tal Total Usable
Fund Revenue Repairs Unapplied Receipts
Balances Reserves Reserves
Note Balance Account Reserve Reserve Reserve
£'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000
Balance at 31 March 2018 40,323 5,433 34,139 37,108 18,463 2,532 30,247 168,245
Transition to IFRS 9 0 0 6,520 0 0 0 0 6,520
Balance at 1 April 2018 40,323 5,433 40,659 37,108 18,463 2,532 30,247 174,765
Total Comprehensive Income & 39,796 @2,774) 318) (@0,943) 0 0 0 25,761
Expenditure
DAdjustments between accounting basis (38,499) 0 0 (7,905) 13,415 632 (2.413) (34,770)
& funding basis under regulations
@ Increase/(Decrease) in Year 1,297 (2,774) (318) (18,848) 13,415 632 (2,413) (9,009)
gBalance at 31 March 2019 41,620 2,659 40,341 18,260 31,878 3,164 27,834 165,756

Schools balances in 18/19 consist of the negative Dedicated Schools_ Grant reserve of £8,492k (negative £4,126k in 17/18) and other Schools reserves of £11,151k (£9,559k in 17/18).

The 18/19 opening balance has been amended through transition afrangements tofincerperate the ‘adoption of IFRS9.

General SEhools Earmarked Housing Majqr Capital Grants Caplltal Total Usable
Fund Revenue Repairs Unapplied Receipts
Balances Reserves Reserves
Note Balance Account Reserve Reserve Reserve
£:000 £'000 £'000 £'000 £'000 £'000 £'000 £'000
Balance at 31 March 2017 38,738 9,857 30,517 45,826 23,148 2,747 32,392 183,225
Total Comprehensive Income & (41,739) (a424) 3622 9,158 0 0 0 (33,376)
Expenditure
Adjustments between accounting basis
. . . 18,396
& funding basis under regulations 4 43,317 0 0 (17.876) (4,685) (215) (2,149)
Increase/(Decrease) in Year 1,585 (4,424) 3,622 (8,718) (4,685) (215) (2,145) (14,980)
Balance at 31 March 2018 40,323 5,433 34,139 37,108 18,463 2,532 30,247 168,245
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Movement in Unusable Reserves

This statement shows the detail of the movement from the start of the year to the end of the year on the Unusable Reserves held by the Council breaking down the total figure
for these reserves which are represented on the Movement in Reserves note overleaf. The statement shows how the movements to the reserves in year are broken down

between gains and losses incurred in accordance with generally accepted accounting practices and the statutoryfadjustments required to return to the amounts chargeable to
Council Tax (or rents) for the year.

. Financial Collection Available for  Financial
. Capital . AccUmulated Total Total
Revaluation . Instruments  Pensions Fund Sale Instrument .
Adjustment . . Absences . . . Unusable Council
Reserve Adjustment Reserve  AdjuStment Financial Revaluation
Account Account Reserves Reserves
Note Account Account Instruments Reserve
£'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000
Balance at 31 March 2018 174,422 924,268 (305) (524,468) 1,590 (4,678) 74 0 570,903 739,148
Transitionto IFRS 9 0 0 0 0 0 0 (74) 74 0 6,520
Balance at 1 April 2018 174,422 924,268 (305) (524,468) 1,590 (4,678) 0 74 570,903 745,668
E‘;(;ae'r%?tr;gmens"’e Income & 302,185 0 0 (58,465) 0 0 0 (230) 243,490 269,251
-gAdjustments between accounting basis
D & funding basis under regulations 4 (3.122) 65,653 (13) (26,580 (1,297) 129 0 0 34,770 0
@ Increase/(Decrease) in Year 299,063 65,653 (13) (85,045) (1,297) 129 0 (230) 278,260 269,251
8Balance at 31 March 2019 473,485 989,921 (318) (609,513) 293 (4,549) 0 (156) 849,163 1,014,919

Transition to IFRS 9 removes the Available for Sale reserve and intrgduces the Financial Instrument Revaluation Reserve. The 18/19 opening balance has been adjusted to reflect this change.

; Financial Collection Available for  Financial
. Capital . Accumulated Total Total
Revaluation . Insttuments  Pensions Fund Sale Instrument .
Adjustment . . Absences . . . Unusable Council
Reserve Adjustment Reserve  Adjustment Financial Revaluation
Account Account Reserves Reserves
Note Account Account Instruments  Reserve
£'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000
Balance at 31 March 2017 160,383 910,332 (317) (521,170) 3,027 (5,197) 44 0 547,102 730,327
Total Cqmprehenswe Income & 19,440 0 0 22,727 0 0 30 0 42,197 8,821
Expenditure
Adjustments between accounting basis (5.401) 13,936 12 (26,025) (1,437) 519 0 0 (18,396) 0
& funding basis under regulations
Increase/(Decrease) in Year 14,039 13,936 12 (3,298) (1,437) 519 30 0 23,801 8,821
Balance at 31 March 2018 174,422 924,268 (305) (524,468) 1,590 (4,678) 74 0 570,903 739,148
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Cash Flow Statement

The Cash Flow Statement shows the changes in cash and cash equivalents of the Council during the reporting period.
The statement shows how the Council 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 Council are funded by way of taxation and grant income or from
the recipients of services provided by the Council. Investing activities represent the extent to which cash outflows have
been made for resources which are intended to contribute to the Council’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 Council.

Net deficit on the provision of services

Adjust net (surplus) on the provision of services for non
cash movements

Adjust for items in the net deficit on the provision of
services that are investing or financing activities

Net cash flows from operating activities

Net cash flows from investing activities

Net cash flows from financing activities
(Increase)/Decrease in cash and cash equivalents
Cash and cash equivalents at the beginning of the
reporting period

Cash and cash equivalents at the end of the reporting
period

Note

24
24

24

24
25
26
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2018/19 2017/18
£'000 £'000

(25,764) 33,376
(15,383) (124,768)
16,228 63,995
(24,916) (27,397)
21,848 10,377
5,144 4,218
2,076 (12,802)
(49,578) (36,776)
(47,502) (49,578)




Notes to the Main Financial Statements

1A. NOTE TO THE EXPENDITURE AND FUNDING ANALYSIS

This note gives a summary of the adjustments allocated as ‘Total Adjustments Between Funding & Accounting Basis’
within the EFA which are required to adjust the General Fund and HRA management outturn reported to Cabinet to
arrive at the Comprehensive Income and Expenditure Statement; recognised in accordance with proper accounting
practices. Further information on these items can be found in note 4 to the accounts for Adjustments between
Accounting Basis & Funding Basis Under Regulations which feed into the Movement in Reserves statement to align
with the statutory amounts charged to the council tax payer.

Adjustments from the management reported General Fund and HRA Balances to arrive at the Comprehensive Income

and Expenditure Statement amounts within Adjustments between Funding & Accounting Basis are analysed below.

Adjustments for |Net Change for the . Total Adjustme.nts
. . Other Differences | between Funding
Capital Purposes Pensions .
(1) Adjustment (2) ©) & Accounting
2018/19 Basis
£'000 £'000 £'000 £'000

Chief Executive's Office 0 575 259 834
Finance 0 1,222 85 1,307
Residents Services (43,434) 5,208 6,962 (31,264)
Social Care (1,258) 4,329 2,372 5,443
Corporate Operating Budgets (4,896) 354 53 (4,489)
Corporate Funding* 0 0 1,297 1,297
Schools Budget 597 436 (194) 839
Housing Revenue Account 28,809 673 (26,838) 2,644
Net Cost of Services (20;182) 12,797 (16,004) (23,389)
Other Income & Expenditure on the Provision of
Services from the Expenditure and Funding (39,122) 13,783 2,324 (23,015)
Analysis
Difference between General Fund surplus or
deficit and CIES (Surplus) or Deficit on the (59,304) 26,580 (13,680) (46,404)
Provision of Services

Adjustments for [Net Change for the . Total AdJUStme.ntS

. . Other Differences | between Funding
Capital Purposes Pensions .
) Adjustment (2) (3) & Accounting
2017/18 Basis
£'000 £'000 £'000 £'000

Chief Executive's Office 0 640 107 747
Finance 0 1,439 477 1,916
Residents Services 23,735 5,945 6,596 36,276
Social Care 344 4716 1,993 7,053
Corporate Operating Budgets (924) (1,164) (1,421) (3,509)
Corporate Funding* 0 0 1,436 1,436
Schools Budget (191) 477 (527) (241)
Housing Revenue Account 7,910 826 (18,033) (9,297)
Net Cost of Services 30,874 12,879 (9,372) 34,381
Other Income & Expenditure on the Provision of
Services from the Expenditure and Funding (23,359) 13,146 1,273 (8,940)
Analysis
Difference between General Fund surplus or
deficit and CIES (Surplus) or Deficit on the 7,515 26,025 (8,099) 25,441
Provision of Services

*Corporate Funding previously disclosed as Budget Requirement.
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Notes to the Main Financial Statements

(1) Adjustments for Capital Purposes

Net Cost of Services
This column adds depreciation, impairment and revaluation gains and losses in the services line

Other Income and Expenditure on the Provision of Services
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 on the Provision of
Services 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 receivableiin the year without conditions or
for which conditions were satisfied in the year.

(2) Net Change for the Pensions Adjustments

Net Cost of Services
Net change for the removal of pension contributions and the addition of{IAS 19 Employee Benefits pension related
expenditure and income.

The removal of the employer pension contributions gnade,by the Council as allowed by statute and the replacement
with current service costs and past service costs.

Other Income and Expenditure on the Provision of Services
Financing and investment income and expenditure - the ‘netdnterest on the defined benefit liability which is charged to
the CIES.

(3) Other Differences

Net Cost of Services
Other differences between _amounts debited/credited to the Comprehensive Income and Expenditure Statement and
amounts payable/receivable to be recognised,under statute.

Other Income andéExpenditure on'the Provision of Services
Financing and investment income and expenditure - the other differences column recognises adjustments to the
General Fund for thetiming differences for premiums and discounts.

Taxation and non-specific.grant in€ome and expenditure - represents the difference between what is chargeable
under statutory regulations for Council Tax and NNDR 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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Notes to the Main Financial Statements

1B. NOTE TO THE EXPENDITURE AND FUNDING ANALYSIS

This note gives a summary of the adjustments allocated as "Adjustments Between Funding and Other Income and
Expenditure" within the EFA which are required to adjust the General Fund and HRA management outturn reported to
Cabinet to arrive at the Comprehensive Income and Expenditure statement. These adjustments remove items
included within service lines of the Council's management presentation which relate to non-service items and reported
under "Other Income and Expenditure on the Provision of Service" below the cost of service provision within the
Comprehensive Income and Expenditure Statement. These items can be found within notes 6, 7 and 8.

Transfers include costs and income allocated between the service lines and also within items reported to

management; transfers between General Fund and Earmarked Reserves.

Adjustments to General Fund and HRA net cost of services reported to management to Other Income and
Expenditure on the Provision of Services in the Comprehensive Income and Expénditure Statement are analysed

below.

2018/19

Residents Services

Social Care

Corporate Operating Budgets
Corporate Funding*

Schools Budget

Housing Revenue Account
Net Cost of Services

2017/18

Residents Services

Social Care

Corporate Operating Budgéts
Corporate Funding*

Schools Budget

Housing Revenue Account
Net Cost of Services

Taxation &
Precepts and Interest Interest Non Specific Transfers Total
Levies Payable Receivable Grant Income Adjustments
(excl Capital)
£'000 £'000 £'000 £'000 £'000 £'000
0 (558) 0 0 (17,830) (18,388)
0 0 9 0 (13,151) (13,142)
(586) (2,287) 572 465 1,256 (580)
0 0 0 191,478 30,685 222,163
0 0 0 0 (30) (30)
0 (6,456) 331 0 (930) (7,055)
(586) (9,301) 912 191,943 0 182,968
Interest Taxation & Total
Preceptsand Interest Non Specific Transfers .
) Rayable . Adjustments
Levies Receivable Grant Income (Restated)
(Restated) . (Restated)
(excl Capital)
£'000 £'000 £'000 £'000 £'000 £'000
0 (643) 0 0 (17,997) (18,640)
0 0 0 0 (11,185) (11,185)
(604) (2,341) 298 1,179 962 (506)
0 0 0 189,903 29,182 219,085
0 0 0 0 (32) (32)
0 (6,366) 146 0 (930) (7,150)
(604) (9,350) 444 191,082 0 181,572

*Corporate Funding previously disclosed.as Budget Requirement.
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Notes to the Main Financial Statements

2. SEGMENTAL INCOME AND EXPENDITURE

This note shows the Income and Expenditure received and paid on a segmental basis for material items reported in
the Total Net Expenditure Charged to General Fund & HRA Balances within the Expenditure and Funding Analysis.

Fees charges
and other Interest Depreciation Interest
Segmental Income & Expenditure service Receivable Payable
2018/19 income
£'000 £'000 £'000 £'000
Chief Executive's Office (933) 0 0 0
Finance (1,787) 0 0 0
Residents Services (32,495) 0 0] 558
Social Care (11,998) 9) 0 0
Corporate Operating Budgets (235) (572) 0 2,287
Schools Budget (8,843) 0 0 0
Housing Revenue Account (60,808) (331) 10,473 6,456
Net Cost of Services (117,099) (912) 10,473 9,301
Fees charges Interest
and other Interest L
. ) . Depreciation Payable
Segmental Income & Expenditure service Receivable (Restated)
2017/18 income
£'000 £'000 £'000 £'000
Chief Executive's Office (910) 0 0 0
Finance (3;074) 0 0 0
Residents Services (32,353) 0 0 643
Social Care (10,979) 0 0 0
Corporate Operating Budgets (732) (298) 0 2,341
Schools Budget (8,264) 0 0 0
Housing Revenue Account (60,863) (146) 10,220 6,366
Net Cost of Services (147,175) (444) 10,220 9,350
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Notes to the Main Financial Statements

3. EXPENDITURE AND INCOME ANALYSED BY NATURE

The Council's expenditure and income is analysed as follows:

2018/19 2017/18
Expenditure £'000 £'000
Employee benefits expenses 197,923 195,774
Employee benefits of Voluntary Aided & Foundation 36,504 35,112
Schools*
Other services expenses 442,800 426,468
Support service recharges 5,599 4512
Depreciation, amortisation, impairment 4,564 51,299
Interest payments 23,084 22,496
Precepts and levies 586 604
Payments to Housing Capital Receipts Pool 2,508 1,175
Loss on the disposal of assets 0 1,683
Change in the Fair Value of Investment Properties 0 98
Total Expenditure 713,568 739,221
Income
Fees, charges and other service income (117,099) (117,175)
Interest and investment income @12) (444)
Income from Council Tax and Non Domestic Rates (179,704) (157,904)
Government grants and contributions (427,005) (430,322)
Change in the Fair Value of Investment Properties (184) 0
Gain on the disposal of assets (24,425) 0
Total Income (739,329) (705,845)
(Surplus)/Deficit on the Provision of Services (25,461) 33,376

*Employee benefits of Voluntary Aided & Foundation Schools

*Voluntary aided and foundation school&mployees are Mot the employees of the Council but are consolidated into the single entity financial
statements of the Council. The costs of employee benéfits of voluntarysaided and foundation schools have therefore been separately identified.
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Notes to the Main Financial Statements

4. ADJUSTMENTS BETWEEN ACCOUNTING BASIS AND FUNDING BASIS UNDER REGULATIONS

This note details the adjustments that are made to the total Comprehensive Income and Expenditure recognised by
the Council in the year in accordance with proper accounting practice to the resources that are specified by statutory
provisions as being available to the Council to meet future capital and revenue expenditure. The following sets out a
description of the reserves that the adjustments are made against.

General Fund Balance

The General Fund is the statutory fund into which all the receipts of an authority are required to paid and out of which
all liabilities of an 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 itsfservices or on capital investment
(or the deficit of resources that the Council is required to recover) at the end of the financial year. The balance is not
available to be applied to fund HRA services which is ring fenced.

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 Actthat 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.

Major Repairs Reserve

The Council is required to maintain the Major Repairs Reserve, which_controls an element of the capital resources
limited to being used on capital expenditure on HRA assets or the financing of historical capital expenditure by the
HRA. The balance shows the capital resources,that have yetito be applied at the year-end.

Capital Receipts Reserve

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

Capital Grants Unapplied
The Capital Grants Unapplied 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.
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Notes to the Main Financial Statements

ADJUSTMENTS BETWEEN ACCOUNTING BASIS AND FUNDING BASIS UNDER REGULATIONS 2018/19

) ) Capital ) ) Financial Collection
General Housing Major Capital . Capital . Accumulated
) Grants . Usable Revaluation ) Instruments | Pensions Fund Unusable
Fund Revenue Repairs ) Receipts Adjustment . ) Absences
Unapplied Reserves Reserve Adjustment | Reserve | Adjustment Reserves
Balance Account Reserve Reserve Account Account
Reserve Account Account
2018/19
£'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000
Amortisation of intangible assets (138) (2) (140) 140 140
Depreciation of non current assets (24,199) (10,471) (34,670) 2,620 32,050 34,670
Revaluation and impairment of non current assets
P 68,184 (37,938) 30,246 (30,246) (30,246)
Statutory provision for the financing of capital
14,025 14,025
investment (MRP) and HRA debt provision 4,896 9,129 ' (14,025) (14,025)
Revenue expenditure funded from capital under
statute (REFCUS) (9,641) 9) (9,650) 9,650 9,650
Capital grants and contributions applied 22,879 1,819 (632) 24,066 (24,066) (24,066)
Capital expenditure charged in year to balances 27 23,866 23,893 (23,893) (23,893)
Usg of Capital lRecelpts Reserve to finance new 19,054 19,054 (19,054) (19,054)
capital expenditure
Q| Amounts written off on disposal of non current assets 4,969 9,456 (19,149) (4,724) 502 4,222 4,724
. |Finance Lease Principal 247 247 (247) (247)
Gain/Loss Investment Property 184 184 (184) (184)
e - ”
ITransfer from capital recelpts_ reservg to meet (2,508) 2,508 0 0
payments to the housing capital receipts pool
Premiums and discounts (28) 15 (a3) 13 13
Amount by which pension costs calculated in
accordance with the Code are different from the
51,656 51,656
contributions due under the pension scheme (48,939) @717 (51,656) 51,656 '
regulations
Employers contrlbutlpns payable lto the pension fund 23,757 1319 25,076 (25,076) (25,076)
and retirement benefits payable direct to pensioners
Amount by which council tax income credited to the
Comprehensive Income and Expenditure Statement is
: P 1,297 , 1,297
different from council tax income calculated for the (1,297) ( ) 1,297
year in accordance with statutory requirements
Amount by which officer remuneration charged to the
Comprehensive Income and Expenditure Statement
on an accruals basis is different from remuneration 133 e 129 (129) (129)
chargeable in the year in accordance with statutory
requirements
Transfer to Reserve for Capital projects 26,308 (26,808) 0 0
Total Adjustments 38,499 7,905 (13,415) (632) 2,413 34,770 3,122 (65,653) 13 26,580 1,297 (129) (34,770)

50




Notes to the Main Financial Statements

ADJUSTMENTS BETWEEN ACCOUNTING BASIS AND FUNDING BASIS UNDER REGULATIONS 2017/18

General Housing Major e Capital . Capital U] ) SRR Accumulated
. Grants . Usable Revaluation . Instruments | Pensions Fund Unusable
Fund Revenue Repairs ) Receipts Adjustment . . Absences
Unapplied Reserves Reseryve Adjustment Reserve Adjustment Reserves
Balance Account Reserve Reserve Account Account
Reserve Account Account
2017/18
£'000 £'000 £'000 £'000 £'000 £'000 £'000 £000 £'000 £'000 £'000 £'000 £'000

Amortisation of intangible assets (119) (2) (121) 121 121

Depreciation of non current assets (21,992) (10,218) (32,210) 2,825 29,385 32,210

Revaluation and impairment of non current assets (2,023) (16,945) (18,968) 18,968 18,968

Statutory provision for the financing of capital

investment (MRP) and HRA debt provision 924 9,035 5° (9.959) (9.959)

Revenue expenditure funded from capital under

statute (REFCUS) (9,489) 1 (9,488) 9,488 9,488

Capital grants and contributions applied 25,042 215 25,257 (25,257) (25,257)

Capital expenditure charged in year to balances 1,747 32,922 34,669 (34,669) (34,669)
~QUse of Capital Receipts Reserve to finance new 26 526 S81526 (26,526) (26,526)
Q) capital expenditure Y . ’ '
(D Amounts written off on disposal of non current assets (11,103) 9,420 (25,556) (27,239) 2,576 24,663 27,239

Finance Lease Principal 248 248 (248) (248)
N)Gain/Loss Investment Property (98) (98) 98 98

Other Income 0 0

Transfer from capital receipts reserve to meet

payments to the housing capital receipts pool (1.175) 1,175 0 0

Premiums and discounts (4) 16 12 (12) (12)

Amount by which pension costs calculated in

accordapce with the Code are dlfferent from the (49,790) (3.407) (53,197) 53.107 53197

contributions due under the pension scheme

regulations

Employers contnbutl_ons payable lto the pension fund 25.432 1.740 27172 (27.172) 27172)

and retirement benefits payable direct to pensioners

Amount by which council tax income credited to the

Qomprehenswe Incqme gnd Expenditure Statement is (1,437) (1,437) 1437 1437

different from council taxincome calculated for the

year in accordance with statutory requirements

Amount by which officer remuneration charged to the

Comprehensive Income and Expenditure Statement

on an accruals basis is different from remuneration 520 1) 519 (519) (519)

chargeable in the year in accordance with statutory

requirements

Transfer to Reserve for Capital projects 18,017 (18,017) 0 0

Total Adjustments (43,317) 17,876 4,685 215 2,145 (18,396) 5,401 (13,936) (12) 26,025 1,437 (519) 18,396
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5. EARMARKED RESERVE TRANSFERS

31 March Trangters Transfers lz'gigl 31 March Trag?;ers Transfers | 31 March
2019 2018/19 In 2018/19 Restated 2018 2017/18 In 2017/18 2017

£'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000

Earmarked Reserves:

Grants Unapplied 1,372 (2,734) 1,494 2,612 2,612 (1,325) 1,221 2,716
Member Initiatives 12,922 (2,056) 1,533 13,445 13,445 (442) 661 13,226
Other Reserves 8,889 (4,155) 3,684 9,360 9,360 (5,136) 5,682 8,814
*Business Rates Reserve 4,815 (244) 3,118 1,941 1,941 (1,075) 1,941 1,075
Treasury Management Reserve 7,472 (976) 0 8,448 1,928 0 1,928 0
Barnhill PFI 769 (213) 362 620 620 (250) 358 512
Public Health Reserve 2,663 (26) 60 2,629 2,629 (76) 0 2,705
Parking Revenue Account / New Roads & 1.439 (165) 0 1,604 1,604 0 135 1,469
Street Works Reserve

Total Earmarked Reserves 40,341 (10,569) 10,251 40,659 34,239 (8,304) 11,926 30,517

*This note has been presented differently from 2017/18 to show the opening balance adjustment resulting fromIFRS9 transition.

Grants Unapplied

Funds set aside from specific revenue grants to support future investment in services, which will be drawn down as
required to support on-going projects. Balances at 31 March 2019 include monies in respect of the Homelessness
and Brexit funding alongside a range of other smaller sums.

Member Initiatives

Funds set aside to support delivery of specific local initiatives, including Hillingdon Improvement Programme,
Highways maintenance and Leader's Initiatives,amongst other balances. These monies are expected to be drawn
down over the life of these initiatives.

Other Reserves

Funds set aside to manage cyclical ordrregular expenditure, including Housing Needs Initiatives, the Corporate
Insurance Reserve, ElectionsnReserve and provision for costs of service transformation amongst other balances.
Funds will be drawn down as required to fund'specific costs.

Business Rate Retention Reserve

Grant income received frem Government to reimburse the Council for losses within the Collection Fund Adjustment
Account relating to changes,to Business Rates Reliefs. Under the current Business Rates Retention System, these
grants are received in advance)of deficits impacting upon the General Fund and therefore held in a separate reserve.

Treasury Management Reserve

Funds set aside to protect the Council against risk of volatility from investment returns to smooth the budget
requirements. The opening balance has been adjusted through the application of IFRS 9 against a loan modification.

Barnhill PFI

Funds held to cover costs occurring over the lifecycle for the PFI school Barnhill Academy.

Public Health Reserve

A reserve required under statute to earmark any accounting under spend on Public Health activities transferred into

the Council from the NHS from 1 April 2013. Monies set aside include funds to meet outstanding commitments and
manage any risks associated with the service.
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Parking Revenue Account / New Roads & Street Works Reserve

A statutory reserve earmarking monies primarily raised from on-street parking operations to support related
investment in local infrastructure, further details on these operations are set out in note 28.

6. OTHER OPERATING EXPENDITURE

2018/19 | 2017/18
£'000 £'000
Payments to Government Housing Capital Receipts Pool 2,508 1,175
Precepts and Levies 586 604
Total 3,094 1,779
7. NET FINANCING AND INVESTMENT INCOME AND EXPENDITURE
2018/19, | 2017/18
£'000 £'000
Interest payable and similar charges 9,301 9,350
Interest receivable and similar income (912) (444)
Net interest on the net defined benefit liability 13,783 13,146
Changes in the fair value of investment properties (184) 98
Total 21,988 22,150
8. TAXATION AND NON-SPECIFIC GRANT INCOME
2018/19 | 2017/18
£'000 £'000
Council Tax Income (110,355)| (109,368)
Non-Domestic Rates Income (234,323)| (104,909)
Non-Domestic Rates Tariff payable to Central Government 148,484 50,117
Contribution to the London Business Rates Pool 24,301 0
Non-Domestic Rates Levy.(réceivable)/Payable to Central 6) 6,256
Net Benefit from the London Business Rates Pool (7,805) 0
Non-Ringfenced Government Grants (12,238)| (33,178)
Capital Grants & Contributions (24,698)| (25,042)
Total (216,640)| (216,124)

As a result of the move intg the® 100% Business Rates retention pilot for 2018/19, there have been a number of
changes in local taxation income. The Council benefits from the removal of the levy and retains additional income due
to the increase in the local share and increase in national tariff.
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9. MOVEMENT OF NON-CURRENT ASSETS 2018/19

Cost or Valuation as at 1 April 2018
Additions
Enhancements
Revaluation increases/(decreases) recognised in
Revaluation Reserve
Revaluation increases/(decreases) recognised in
Surplus/Deficit on Services
Derecogpnition - Disposals
Derecognition - Other
Assets reclassified within Property Plant and
—UEquipment
D Assets reclassified (to) & from Held for Sale &
(D Investment Properties
—Cost or Valuation as at 31 March 2019
&
Accumulated Depreciation & Impairment
as at 1 April 2018
Depreciation charge in 2018/19
Depreciation written out to Revaluation Reserve
Depreciation written out to Surplus/Deficit on Services
Derecognition - Disposals
Derecognition - Other
Assets reclassified within Property Plant and
Equipment
Assets reclassified (to) & from Held for Sale &
Investment Properties
Accumulated Depreciation & Impairment
as at 31 March 2019

Balance Sheet amount 1 April 2018
Balance Sheet amount 31 March 2019
Nature of asset holding

Owned

Finance Lease

Balance Sheet amount 31 March 2019

Vehicles Assets Ay 1w Total Non
Council | Other Land Plant &’ Infrastructure [ Community Under Surplus Plant, Heritage Intanaibles Investment [Assets Held Current
Dwellings | & Buildings . Assets Assets . Assets Property & Assets g Properties for Sale
Equipment Construction . Assets
Equipment

£'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000
721,943 509,754 59,992 283,136 13,567 41,319 7,766 | < 1,687,477 5,341 977 5,527 44| 1,649,366
17,186 254 4,427 13,566 0 222 0 35,655 0 40 0 0 35,695
9,084 11,908 1,357 17 0 14,786 98 37,250 0 0 0 0 37,250
(1,503) 265,197 14,355 0 0 0 961 279,010 0 0 0 0 279,010
(40,180) 60,217 (859) 0 0 0 (321) 18,857 0 0 184 0 19,041
(3,820) (680) (52) 0 0 0 (120) (4,672) 0 0 0 (44) (4,716)
0 (3,581) (631) 0 0 (1312) 0 (4,343) 0 0 0 0 (4,343)
27,188 540 0 0 0 (27,320) (408) 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0 0 0 0
729,898 843,609 78,589 296,719 13,567 28,876 7976 | 1,999234 5,341 1,017 5,711 0| 2,011,303
) (21,308) (16,857) (122,055) (460) (28) (37)| (150,746) 0 (240) 0 0| (150,986)
(9,899) (12,165) (5,529) (7,061) 0 0 (16) (34,670) 0 (140) 0 0 (34,810)
7,608 13,111 2,455 0 0 0 0 23,174 0 0 0 0 23,174
2,242 8,827 247 0 0 0 73 11,389 0 0 0 0 11,389
49 51 17 0 0 0 14 131 0 0 0 0 131
0 3,529 631 0 0 8 0 4,168 0 0 0 0 4,168
0 88 0 0 0 0 (88) 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0 0 0 0
1) (7,867) (19,036) (119,116) (460) (20) (54)| (146,554) 0 (380) 0 0| (146,934)
721,942 488,446 43,135 171,081 13,107 41,291 7,729 | 1,486,731 5,341 737 5,527 44| 1,498,380
729,897 835,742 59,553 177,603 13,107 28,856 7,922 | 1,852,680 5,341 637 5,711 0| 1,864,369
729,897 835,742 59,410 177,603 13,107 28,856 7922 | 1,852,537 5,341 637 5,711 0| 1,864,226
0 0 143 0 0 0 0 143 0 0 0 0 143
729,897 835,742 59,553 177,603 13,107 28,856 7,922| 1,852,680 5,341 637 5711 0| 1,864,369
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MOVEMENT OF NON-CURRENT ASSETS 2017/18

Cost or Valuation as at 1 April 2017
Additions
Enhancements
Revaluation increases/(decreases) recognised in
Revaluation Reserve
Revaluation increases/(decreases) recognised in
Surplus/Deficit on Services
Derecognition - Disposals
Derecogpnition - Other
Assets reclassified within Property Plant and
“OEquipment
D Assets reclassified (to) & from Held for Sale &
(D Investment Properties
BCost or Valuation as at 31 March 2018
(o))
Accumulated Depreciation & Impairment
as at 1 April 2017
Depreciation charge in 2017/18
Depreciation written out to Revaluation Reserve
Depreciation written out to Surplus/Deficit on Services
Derecognition - Disposals
Derecognition - Other
Assets reclassified within Property Plant and
Equipment
Assets reclassified (to) & from Held for Sale &
Investment Properties
Accumulated Depreciation & Impairment
as at 31 March 2018

Balance Sheet amount 1 April 2017
Balance Sheet amount 31 March 2018
Nature of asset holding

Owned

Finance Lease

Balance Sheet amount 31 March 2018

Vehicles Assets b Total Total Non
Council | Other Land " | Infrastructure | Community Surplus Plant, Heritage . Investment |Assets Held
) _— Plant & Under Intangibles ) Current
Dwellings |& Buildings . Assets Assets . Asseéts Property & | Assets Properties | for Sale
Equipment Construction ) Assets
Equipment

£'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000
720,993 497,380 59,874 264,117 13,524 29,392 17,649 | 1,602,929 531 845 5,624 41 1,609,970
6,627 871 1,768 19,019 0 9,315 0 37,600 150 132 0 0 37,882
12,428 12,203 1,881 0 43 18,708 95 45,358 6 0 0 8 45,372
(3,464) 7,383 (92) 0 0 0 0 3,827 4,654 0 0 0 8,481
(19,190) (2,913) 0 0 0 0 0 (22,103) 0 0 97) 0 (22,200)
(6,156) (16,037) (2,254) 0 0 0 (3,714) (28,161) 0 0 0 (49) (28,210)
0 0 (1,929) 0 0 0 0 (1,929) 0 0 0 0 (1,929)
10,749 10,867 744 0 0 (16,096) (6,264) 0 0 0 0 0 0
(44) 0 0 0 0 0 0 (44) 0 0 0 44 0
721,943 509,754 59,992 283,136 13,567 41,319 7,766 | 1,637,477 5,341 977 5,527 44| 1,649,366
1) (15,713) (13,838) (105,469) (460) (23) (25)|  (135,529) 0 (119) 0 0| (135,648)
(9,686) (10,446) (5:479) (6,586) 0 0 (13) (32,210) 0 (121) 0 0 (32,331)
7,380 3,463 115 0 0 0 0 10,958 0 0 0 0 10,958
2,245 890 0 0 0 0 0 3,135 0 0 0 0 3,135
61 483 416 0 0 0 11 971 0 0 0 0 971
0 0 1,929 0 0 0 0 1,929 0 0 0 0 1,929
0 15 0 0 0 (5) (10) 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0 0 0 0
1) (21,308) (16,857) (112,055) (460) (28) (37)] (150,746) 0 (240) 0 0 (150,986)
720,992 481,667 46,036 158,648 13,064 29,369 17,624 1,467,400 531 726 5,624 41| 1,474,322
721,942 488,446 43,135 171,081 13,107 41,291 7,729| 1,486,731 5,341 737 5,527 44| 1,498,380
721,942 488,446 42,938 171,081 13,107 41,291 7,729 | 1,486,534 5,341 737 5,527 441 1,498,183
0 0 197 0 0 0 0 197 0 0 0 0 197
721,942 488,446 43,135 171,081 13,107 41,291 7,729] 1,486,731 5,341 737 5,527 44| 1,498,380
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10. REVALUATION LOSSES/GAINS RECOGNISED IN COMPREHENSIVE INCOME & EXPENDITURE
STATEMENT

The Council undertakes a rolling programme that ensures all of its Property, Plant and Equipment is carried at current
value or fair value as prescribed in the Code of Practice and that every asset is valued at least every 5 years. During
2018/19 20% of the Council's General Fund assets were valued by external independent valuers Wilks Head & Eve
LLP as part of the rolling programme. In addition, high value assets were also revalued and a desktop revaluation was
carried out on all the schools to ensure no material swings in value.

The Housing Stock was uplifted in value to reflect market conditions for all Council Dwellings by Jones Lang LaSalle
Limited to reflect the value at 31 March 2019 through a desktop valuation. Valuations are carried out in accordance
with professional standards of the Royal Institution of Chartered Surveyors.

During 2018/19, the Council has recognised total revaluation losses of £63,220k (£21,393k in 2017/18) from
downwards revaluations, which were fully charged to the relevant service linesfin the Comprehensive Income and
Expenditure Statement. The Council recognised valuation gains of £93,466k«{(£2,425k in 2017/18) representing the
reversal of previously recognised losses, largely within the other land and buildingshasset class. These entries were
then reversed through the Movement in Reserves Statement to mitigate ‘any impact on General Fund and Housing
Revenue Account Balances.

Fair Value Hierarchy

Investment property and surplus properties are measured at fair valde in accordance with IFRS13 Fair Value
Measurement. In estimating the fair value the valuation has taken intoyaccount the highest and best use of the assets
estimating the price at which an orderly transaction to sell the asset would take place under current market conditions.
IFRS13 also seeks to increase consistency and comparability within the'valuation process and categorises valuations
under a fair value hierarchy which considers methodology..of the valuation using levels of observable and
unobservable inputs.

Property within the borough is actively purchased, sold ordleased on the open market and there are a number of
comparables. As such, the level of observable inputs are significant, leading to all properties being categorised as
level 2 on the fair value hierarchy.

There have been no changes in asset methodology which resulted in moving asset fair values between levels on the
fair value hierarchy during the year.

11. COMMITMENTS UNDER CAPITAL CONTRACTS

As at March 2019, the Council has‘entered into a number of contracts for the construction or enhancement of

Property, Plant and Equipment during/2019/20 and future years budgeted to cost £25,661k. Similar commitments at
31 March 2018 were £32,550k. The major commitments are:

31 March 31 March

Scheme 2019 2018

£'000 £'000
Schools Expansions Programme 6,348 8,537
New Vehicles 2,411 0
Housing 12,225 17,107
Other Capital Projects 4,677 6,906
Total 25,661 32,550
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12. HERITAGE ASSETS

At 31 March 2019 the Council held Civic Regalia and a statue 'Anticipation’ that were insured for £501k. As neither a
current market valuation, nor a replacement cost is available, this insurance value has been used as the basis for
valuation.

At 31 March 2019 the Council owned the Battle of Britain Bunker that has been insured for £4,690k. As neither a
current market valuation, nor a replacement cost is available due to the specialist nature of this historic asset, the
insurance value has been used as the basis for valuation. In addition, a number of artefacts held at the battle of Britain
bunker site are held as heritage assets, which belonged to Battle of Britain flying ace Wing Commander Ronald
Gustave Kellett who was stationed at RAF Northolt in 1940. These items have been valued at £150k based on
auctions of similar items.

The Council also holds an 18th Century stable block within the grounds of Cranferd Park alongside a collection of
antique farm equipment. There are a number of artefacts including historical archives stored within the Battle of Britain
bunker. These are insured through the Council's general insurance scheme but do not hold specific valuations, are
non-realisable and therefore are not included on the Council's balance sheet

Heritage Assets of Particular Importance

The Battle of Britain Bunker is an underground operations room and is a historic landmark-of national significance.
The bunker played a crucial role in the air defence of the United Kingdom¢throughout World War Two by the No 11
Group Fighter Command. It was vital in directing RAF operations throughout the war with fighter aircraft operations
being controlled from the bunker throughout the war but most notably ‘during the Battle of Britain and on D-Day. The
bunker was visited by both Winston Churchill and King,George VI in 1940:and it was here that Winston Churchill on 16
August 1940 spoke the famous words "Never in the fieldyvef human conflict was so much owed, by so many, to so
few". Evacuations started in 1938 and the operations bunker was,constructedrin 1939. The bunker is located 60 feet
below ground level and is accessed via a staircase of over 70 steps.

Within the collection which belonged te"Wing Commander Ronald Gustave Kellett, are medals awarded for
distinguished acts of valour and courage such'as\the Distinguished Flying Cross (DFC) as well as flying logbooks. A
number of items are displayed for reSidents to view while other items will be preserved researchers and historians to
view to represent the historical importance androtect for generations to come.

The Battle of Britain Bunker is signed up to the Museums Association's code of ethics. The site is alarmed and
monitored with security services to protect the site and artefacts. Restoration and conservation works have been
carried out on a number‘of exhibitedyartefactsiwithin the bunker such as the wartime map.

13. INVESTMENT PROPERTIES

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

2018/19 2017/18
£'000 £'000
Rental income from investment property (354) 417)
Direct operating expenses arising from
. 57 20
investment property
Net gain (297) (397)

There are no restrictions on the Council's ability to realise the value inherent in its investment property or on the
Council's right to the remittance of income and the proceeds of disposal. The Council has no contractual obligations to
purchase, construct or develop investment property or repairs, maintenance or enhancement.
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14. FINANCIAL INSTRUMENT BALANCES

FINANCIAL ASSETS

Investments at Amortised Cost

Fair Value through Other Comprehensive
Income

- Principal

- Fair Value Adjustment

Fair Value through Profit & Loss

Total Investments

Cash & Cash Equivalents at Amortised Cost
- Cash held by the Cou