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Overview

The Council

Swale Borough Council is located on Kent County’s north coast between Medway,
Maidstone and Canterbury, around 45 miles from London, but set in rolling Kentish
countryside, and less than 30 miles from the Channel Tunnel. With an area of 14
square miles and a population of 146,700, Swale includes the towns of Sittingbo
and Faversham, the Isle of Sheppey, and an extensive rural hinterland.

The Council provides a wide range of services, such as waste collection, re 0
street cleansing, parking, planning, leisure, homelessness support, housidg be
public conveniences and environmental health.

are organised into Directorates and Departments and the Chie e/is Mr
Radford.

The Council’s Purpose

The Council’s overarching purpose is making Swajé erylace.
The Council’s 2019/20 Corporate Priorities

Delivering Regeneration
Delivering Improved Quality of Life
Delivering the Council of Tomorrow

/7

®London

Folkstone

® Crown Copyright. All Rights
Reserved (100018386) (2009)




| Reviewing the Council’s Performance

Financial Performance by Chief Financial Officer Nick Vickers
The Council’s Expenditure and Income for 2018/19
The table below shows spend against budget for the Council’s service departments&

Actual
Budget Spendi
2018/19 2018
£°000 ;
Chief Executive 337
Democratic Services 993
Policy, Communications & Customer Services 1,201
Regeneration 255
Commissioning, Environment & Leisure 5,531 )
Planning 1,019 )
Housing, Economy & Community Services 3,294 )
Property 564 476 (88)
Finance 748 (17)
Revenues & Benefits (268) (306)
Licensing & Resilience Planning (15) (56)
Information Technology 1,087 (145)
Audit 204 4
Environmental Health 506 (55)
Human Resources 329 (50)
Legal 426 (11)
Corporate Items 2,047 2,745 698
Cost of Services 18,894 17,962 (932)
Financed by Council Tax, Busines$.Ratée (18,578) (18,577) 1
Grants
Deficit / (Surplus) in Year ((/? \/\\ 316 (615) (931)
Actual (Under)
Budget Spending spend
2018/19 2018/19 2018/19
£°000 £°000 £°000
General Fund bala (4,695) (4,695) 0
Deficit/ (Surplus) in ye 316 (615) (931)
2017/18 approved rollove 952 952 0
Sub Total m ent i R018/19 1,268 337 (931)
General me as at 31 March 2019 (3,427) (4,358) (931)
N\

& regular reports to Cabinet and senior management on the monitoring of spend
dget. There will be a report detailing the 2018/19 differences between the budget
and the actual money spent and income to Cabinet on 10 July 2019.
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Reviewing the Council’s Performance

The major reasons for the underspend are salaries, additional planning income, and
procurement savings.

In addition, the Council:

e collected £79m of Council Tax for Police, Fire, Kent County Council (KCC), P
Councils and itself (£74m in 2017/18);

e collected £51m of Business Rates for the Government, Fire, KCC, and i
2017/18);

e paid out £43m on benefits and received £43m in grant (£51m paid;,
2017/18).

Capital Spending for 2018/19

Where spending is on an asset which will benefit us over a numk
capital. It is funded mainly by Government grants and capital rece
land and other assets). The largest elements of capital spend wer
Centre and on Disabled Facilities Grants.

The tables below show capital spending and how ther.

v\'%ee(i) Actual Over/
Capital Spending Bud pending (Under)
201 2018/19  Spending
’000 £°000 £°000
Sittingbourne Town Centre 4 14,410 1,426
Disabled Facilities Grants 3,159 1,545 (1,614)
Easthall Farm Community Centre 158 0 (158)
East Street — Former Bus Depot 1,156 1,156 0
Faversham Recreation Ground Impxdve 161 180 19
Leisure Centres 2,000 921 (1,079)
Other Services ((? 729 659 (70)
Total <\ 20,347 18,871 (1,476)
SN/
Capital Funding ~—" 2018/19
£°000
Total Capital Spe 18,871
Source of Fundi
Capital receipts 438
Capital grants and other ribution 2,382
Earmarked yéserves 359
Internal bofr I, ucing Council’s cash balances) 15,692
Total Capit d 18,871

member of the Local Government Pension Scheme (LGPS), which KCC

e Council’s behalf. Every three years the value of this fund is valued by
addingham a firm of actuaries (professionally qualified independent consultants).
ation estimates how much money will be needed to pay pensions in the future and
% this to expected income with the aim that the last payment to the last pensioner




Reviewing the Council’s Performance

uses up the remaining money left in the Pension Fund.

The estimate is based on forecasting the current and future payments from the fund to
pensioners (known as liabilities) against the current and future contributions to be made
the Pension Fund from the Council and Council staff, and the projected investment ret
on cash held by the fund (assets). These forecasts are based on assumptions on fag

(using a method called discounting). If the liabilities are more than the assetg
Pension Fund is in deficit. The higher the deficit of the valuation of the Pensi

million in 2013 to £20 million in 2016 and the level of funding of the sch Q
in 2013 to 76% in 2016. This meant that the Council’s pension cgr
at the same percentage of salaries as for the previous valuation.

However, the Pensions Note in the accounts (Note 8) is based upo
valuing the Pension Fund from the one described above. Instead, the value of pensions in

. This too

calculates a liabilities figure for the cost of future pen ayrents which is offset against a
value of the Pension Fund assets, but it does so using differentjagsumptions. For example,
the basis of ‘discounting’ the cost of future payme pensioners to a present day value is
set by the accounting standard. This enables t the pen3|on assets and

liabilities between different councils. In the agtos

19 has fallen from £62.7 million at 31 March 2 4 million at 31 March 2019.
However, this IAS 19 approach does not affect the amourt that the Council actually has to
pay to the Kent Pension Fund which is get/by the results of the three year valuation
described above.

The table below compares thes%iffen g methods of valuation for the past few years.

IAS 19 Review Year@Review
Year Pension DefICIt nsion) Deficit
’000s
2014/15 24,155
2015/16 24,155
2016/17 24,155
2017/18 20,067
2018/19 20,067
The reason @al)st/m the valuations between the two methods are the different
methods anhd tigns underlying their calculations, for example a key feature of IAS19
is the requi the cost of pensions, i.e. the liabilities, to be valued using a discount
rate assu th reference to yields on high quality corporate bonds

ent Pension Fund are available from: KCC, Treasury and Investments,
Cou dstone, Kent ME14 1XQ or by using the following link:
tpensionfund.co.uk/




Reviewing the Council’s Performance

How the Council Manages its Surplus Funds

The Council’s total investment averaged £28 million during 2018/19 (£36 million for

2017/18) and closed at £21 million at 31 March 2019 (see Note 41, Table 4) (£20 million3
March 2018). The Council achieved a return of 0.90% for 2018/19 (0.72% for 2017/18
amounting to £290,000 (£261,000 in 2017/18). The increase compared with the preyioys
year is due to an improved return on the Council’s investments which was mainly a .
of the investment in the Church, Charities and Local Authorities (CCLA) Mutual |

aaies

O
oS
Cl

In 2019 the Council took out two loans of £5 million each, from othe al authorities. One
ate of 1.2%.

How the Council Collects Tax

The Council collects Council Tax on behalf of KC
Business Rates for the Government, KCC, and Fire
Fund which can be seen on page 74.

all growth above the baseline. The
additional growth. The result was a

il in a Declaration of Members’ Interest form to register their

financial or othe 3ts.) The Monitoring Officer maintains the full Register. The public
can make ay g inspect it during normal office hours, or can see it on the
Council’s we p://www.swale.gov.uk/reqister-of-interests/.

New ACc { olicies in 2018/19

IFRS\9 Finanhcial Instruments

Counci adopted the International Financial Reporting Standard 9 (IFRS 9) with
ef April 2018. A key issue is the treatment of gains and losses on the market
of the Council’s £3 million investment in the CCLA Property Fund. Previously, losses
were only realised when the assets were disposed of and the effect of IFRS 9 will
5



Reviewing the Council’s Performance

be that gains and losses will be shown in the accounts. However, the Government has
introduced a ‘statutory override’ whereby any financial impact on the Council’s revenue is
reversed out.

IFRS 15 Revenue from Contracts with Customers

The core principle of this Standard is that the Council should recognise income whek
control over the goods or services is transferred to the customer or service recipi
the Council’s major income streams, income is recognised at the same time as
provision of service.

Future Accounting Policies

In 2020/21 IFRS 16 on Leases will be implemented which will require view e
Council’s existing lease arrangements to determine what effect the ne dard will have
on their value in future accounts.

Future Financial Strategy

Medium Term Financial Plan

The approach to the Medium Term Financial Plan is bas

e Transformation — the Transfor
seek opportunities to make

e Efficiency/staff savings —

Capital Strateqy

The Council is not asset i
purchase new assets. £

oruary 2017 with any additional borrowing being subject to business
pnly business cases which have been agreed are for STC and the

of council debt and cash investments with the 2019/20 strategy approved by
20 February 2019. In considering investing, for the Council’s investment
ere are two overriding principles to be applied:



Reviewing the Council’s Performance

e Minimising the cost to the revenue budget - given the continued reductions in local
government financing there is no scope within the revenue budget to meet debt
charge costs. If the Council incurred debt charge costs then, unless the investmen
generated sufficient income to cover these costs, the Council effectively would h
to reduce services to fund the costs; and,

e Strategic impact - if the Council is going to invest in property it needs to supp
wider Council objectives around regeneration of the Borough and creating rew
employment. This means there needs to be additionality in terms of the/wj
economic benefits e.g. higher business rates.

by definition investment outside of the Borough cannot deliver the wide

regeneration benefits within the Borough.

In 2018 the Council was successful alongside KCC and Kent PoIi|' g for funding
under the auspices of One Public Estate for funding for a scoping exercise on rationalising
the property holdings of the three organisations in Sittingbourne Town, Centre. A
consultancy firm (Pellings) has been procured to underiake the work ard a report is
expected in 2019.

Decisions on either commercial or service invest

be repaid, and this is therefore
ue which is known as Minimum

. For most councils, their cash flow level is
nds through sources such as Business
ofore making payments to other bodies such as

much larger than their reserves 2z
Rates and Council Tax which tf
KCC. With short-term deposit
in a capital project it can fyng 3
internal borrowing. Intery p ag-deters the financial commitment to external
borrowing. MRP still hz '

refurbishment. The CF naneial Officer closely monitors cash flow to ensure that there is
no adverse impact.

appropriate external specialist expertise to ensure that proposals are fully
t risks considered.



Reviewing the Council’s Performance

Reserves
The key principles for the management of reserves moving forward are:

e Maintain a prudent level of reserves to allow the Council to deal with unexpecte
one-off events;

e Funding the Council’s strategic priorities; and,
e Fund one-off items of expenditure to support service delivery.

Future of Local Government Finance

Two significant developments will take effect from 2020/21:

+ the Fair Funding Review; this is a fundamental reworking of needsa
allocations; and,

inding

ase from 50% to

al and will be

ant and other

spiit over the different levels of

« the local share in the Business Rate Retention Scheme will
75% in 2020/21. The increase in local share will be fiscally n&
matched by transfers of Revenue Support Grant, public health §
grants. No announcement has been made aboy
local authorities (e.g. KCC and district councilg).

g/full Business Rate
ere would be a full or

The Secretary of State has also suggested that thiepe &

NApril 2013. When the reset is
and a Comprehensive Spending

ing the year. The Council’s accounts and all
relevant documents are subj Grant Thornton UK LLP — the Council’s
external auditors.

The Annual Financial R ollowing sections:

o this review 0 performance, which gives a background to its financial
performance;



Reviewing the Council’s Performance

The Statement of Accounts

The Statement of Accounts provides a record of the Council’s financial position and
performance for the year ended 31 March 2019. It has been prepared in line with the
Accounts and Audit Regulations 2015. The format meets the requirements of the Cod
Practice on Local Authority Accounting in the United Kingdom 2018/19 (the Code),
supported by International Financial Reporting Standards (IFRS).




Reviewing the Council’s Performance

Reviewing Performance

The Council’s Performance

The Council adopted its Corporate Plan 2015 and it remained in operation for the who
2018/19 (see http://www.swale.gov.uk/corporate-plan-2015-2018/). The Plan reprege
an evolution from previous plans; containing 15 medium-term strategic objectives g
under three headline ‘priority themes’ covering the Council’s aspirations for the Be

and development.
The Council maintains comprehensive partnership links with a wide range

s/performance with those of other local
tors in use within specialist teams, Cabinet,
am (SMT) monitor a set of 38 ‘corporate’
balanced across services to ensure that taken as a
he €ouncil’s performance across the board. When

, ance improved on 37% of these indicators in 2018/19
compared to 2017/18, wk grigrated on 32% of indicators. The Council publishes a
summary performa Ychymonth on the its website at

http://www.swale.gov. g-performance/.

Scrutiny and the Strategic Ma
indicators on a regular basj

A major challenge is hopelessness and the number of households in temporary
' uses are complex and in response the Government has introduced
Act whose aim is to prevent people from becoming homeless with

ecognise those residents and groups who positively contribute to helping
al community by sponsoring the annual Volunteer Swale Awards which are
year. This important annual event celebrates the hard work of some of our

10



Reviewing the Council’s Performance |

Looking forwards, there are a number of issues which will continue to challenge the
Council’s ability to deliver the outcomes its residents need during 2019/20 and beyond.

Despite its location in the generally prosperous South-East, Swale contains large pockets
deprivation. In addition to the effects of on-going austerity on the Council’s own capacit
the rollout of universal credit and further reductions in social security spending will con

dedicated management team and officers to help deliver this.

The Council’s People

and development of this valuable resource.

There are well-established performance and development processes foy’all staff, which
ensures that all team members have a development plan. The Coungil §as developed its

values to describe clearly how the Council does things and-atkemploye€s should be aware

how the Council expects them to work. The Council an-engagement plan to ensure
that staff know where they fit in and the importance of their role\in|delivering the priorities of
the Council. An important part of the engagemen I the approach to staff

communications which are regular and made thyough a of communication channels.

A new Workforce Strategy has been developg
includes new four key themes to reflect the Council’ ised priorities and the possible
opportunities and challenges in the future~ This is available from the Council website at
https://www.swale.gov.uk/workforce-strateqy-2019-t0-2022/.

atch’ category and staff felt that there was
a strong sense of family within th isati nd that they felt supported in their jobs by
their managers and the teams {h¢ The results of the survey will also help the
Council to further strengthen the s o development, wellbeing and engagement

The monitoripg o
/Zg?he amount of time lost to sickness was an average of 9.73 days per

e of well-being initiatives to encourage staff to take responsibility for their own

11



Reviewing the Council’s Performance |

How the Council Manages Data

The Council has a responsibility to securely keep the personal data it holds. In 2018/19
there were 16 reported incidents which amounted to breaches of the Data Protection

Act. Each case is investigated fully before the Council’s Senior Information Risk Own

decides on the appropriate response. In 2018/19 it was not necessary to report to t
Information Commissioner. The decision in all cases was based on conclusions reas
the Information Commissioner in previous years and demonstrated that it had taker
effective and efficient action in minimising the impact of the breaches reported

How the Council Manages Risk

their higher profile, the Council keeps corporate risks under review.
oversight from both officers (at Strategic Management Team) and Me

~The Council
rse,of 2018/19

i ing, i ions, i sUres—and W security.
[ [ [ i kd each is an action plan
settlng out existing controls in place and planned actionsto gr manage the risk. The

aspx?Cld=142&MId=2027&Ver=4

https://services.swale.gov.uk/meetings/iekistDocument

S
G
¥
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Annual Governance Statement

1.1

1.2

1.3

1.4

1.5

Scope of Responsibility
Swale Borough Council is responsible for ensuring that:

(i)  its business is conducted in accordance with the law and proper standar

(i)  public money is safeguarded and properly accounted for; and

(iii) public money is used economically, efficiently and effectively.

arrangements to secure ‘Best Value’ in the way in which its functlon
having regard to a combination of economy, efficiency and effecti

complied with the principles of good governang
these arrangements. It also meetg i
Regulations 2015.

The Purpose of the Governé nework

anage them efficiently, effectively and economically.

13



Annual Governance Statement

2.3  The governance framework has been in place at the Council for the year ended 31
March 2019, and up to the date of approval of the Statement of Accounts.

3. The Council’s Governance Framework

3.1 A brief description of the key elements of the Council’s governance framewor
described below.

Communicating the Council’s vision

3.2 In February 2019 after an extensive consultation process, Council agre

three high level priority themes, each containing a number of specifi
The three themes are:

o Delivering regeneration;

o Delivering improved quality of life; and

. Delivering the Council of tomorrow.
3.3 This is the Council’s fourth corporate plan, and e latesis very much an evolution

based upon what has preceded it. In governance 3.t is the document that sets
out the Council’s overarching medium term strateg on/ The Annual Report
OGSO

3.4 i ¢e mdicators it uses to monitor the quality of its

3.5 sre'sources efficiently and obtains value for money via a

annual review of fees and charges.

M an icer working arrangements

nd responsibilities for governance are defined and allocated so that
ountability for decisions made and actions taken are clear. The Cabinet is the
in decision-making body of the Council, and for 2018/19 it was made up of seven

14
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3.7

3.8

3.9

3.10

3.11

3.12

members who have responsibility for particular portfolios. The Cabinet members are
supported by Deputy roles.

The Council also appoints a number of committees to discharge the Council's
regulatory and scrutiny responsibilities. These arrangements, and the delegate
responsibilities of officers, are fully set out in the Council’s Constitution.

The Constitution also includes both a Member and an Officer Code of Cond

before formal decisions are taken.

The Council’s Audit Committee has a remit consistent with tt
Chartered Institute of Public Finance and Accountancy (CIPFA
Committees — Practical Guidance for Local Authorities’_ It proviges assurance to the
Council on the effectiveness of its governance 4 ts, risk management
framework, and internal control environment.
internal audit work programme, the results of i
implementation of audit recommendations

Officer.

The Chief Executive (and He id Service) is accountable for the delivery of the
Council’s services, its budge
undertaken for the Councjtb
wide range of services t
appointment, which requires the approval of the full Council following the
recommendation of a~xgan
General Purpose ittee._InDecember 2017 Council confirmed the
appointment of ntetrim as~the Council’s permanent Chief Executive.

taining arrangements to support the Council’s functions and activities,
ncluding regular reviews of the Council's Constitution;

15
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3.14

3.15

3.16

(iii) supporting the Council's Standards Committee, and helping to promote and
maintain high standards of conduct by Council members, officers, partners and
contractors;

(iv) establishing and maintaining a register of interests; and

(v) receiving reports and taking action under the Council's Confidential Re
Code, which supports whistleblowing by staff.

Partnership, an arrangement covering the three MKS co 2
Council. This role is responsible for the Council’s internal cg, including
drawing up the Internal Audit Strategy and related annual pl

sets and publishes a ‘Pa
to the Council’s approa
Statement’ is reviewed 3

dards Committee to promote high standards of member
bers have to agree to follow a Code of Conduct to ensure

urrences. These include:

16
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3.21

3.23

3.24

(i)  an Anti-Fraud and Anti-Corruption Strategy;
(i) a Whistleblowing Policy;

(iii) various Human Resources policies regarding discipline of staff involved in
incidents;

(iv) various procurement policies; and

(v) acorporate complaints procedure exists to receive and respond
complaints received.

different stakeholders. These include:

(i)  regqisters of disclosable pecuniary interests and disc

e other interests
atter in which a

(i)  declarations of disclosable pecuniary interests and dis
at the start of each meeting in which discussions involv
member has an interest;

Council’s Constitution sets o
policy and decision-making.

The Council provides de
information. The Cabi

Internal Audit mplete review of the approach to risk management. This
has embeddec process for identifying and managing corporate risks
based u ger workshops and then discussions with Cabinet members.

and commitment of its workforce. Development and retention of staff
emains a priority for the Council.

ormance appraisal and development processes for all staff. The Council has

ncil continues to put great emphasis on the management and development
Nts key resource - the people who work for the Council. There are well-established

17
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3.27

3.28

Engagement with local people and other stakeholders
accountability

3.30

3.31

developed its values - Fairness, Integrity, Respect, Service and Trust (FIRST) -
clearly describe how we do things, and all employees have been engaged in
activities to help them be aware of how we expect them to work so that they behav
in ways which are consistent with these values.

The Council also has a Staff Engagement Strategy. Communications with st re
paramount, with a monthly Team Talk document, three all staff briefings a ye
by the Chief Executive, weekly SMT meetings, regular meetings of the wide

February 2017 the Council was evaluated as being one of the best
employers as assessed in the annual Sunday Times survey.

The cross-party Member Development Working Group takes afi Oy
approach to member development. It continues to operate to the\prir
underpin the Member Development Charter.

to ensure collaboration on strategic issues
together for the benefit of the residents o

disseminates and incorporates jnfarmation about the Council within various e-
bulletins and newsletters that
Active Swale Bulletin.

In addition, the Council ysg ety of corporate communications channels to
engage with and inform
including:

()

rehensive use of official social media and email bulletins to promote the
cil services and engage with stakeholders, responding to local peoples’
ments, questions and concerns online; and,

18



Annual Governance Statement

(v) providing an ‘Ask the Leader’ channel to enable any stakeholder the opportunity
to engage directly with the leadership, with all questions and responses openly
published on the Council website.

4. Review of Effectiveness

4.1  The Council annually reviews the effectiveness of its governance framework;
including the system of internal control. The review of effectiveness is informe
managers within the Council who have responsibility for the developme
maintenance of the governance environment, through the work of inte
by comments made by the external auditors and other inspection agensi

4.2  The processes applied in maintaining and reviewing the effectivenes
of governance include:

(i)  the work of the Audit Committee;

(i)  the work of the Standards Committee;

(iii)  the role of the Scrutiny Committee in holding the Cabinet td\account;

s\put in place proper arrangements
to secure efficiency and eff eness in its use of resources (the Value for
Money conclusion);

(vii) the roles of the Council’s

(ix) the anti-fraud any co

4.3 Inthe 2017/18 nce Statement three main areas for attention moving

test position on these is as follows:

A4
>h})dated position

2018/19 will see the Council once again achieve a
significant revenue budget underspend and a very
substantial business rate surplus. The latter was heavily
impacted by the business rate pilot.

Business rate income was also critical in achieving a
balanced budget for 2019/20.

19
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Issue

Updated position

Significant progress in
the delivery of the
Sittingbourne Town
Centre programme.

The retail development opened on time in Summer 2018
and is trading well. The multi-storey car park has been <
completed and is due to open shortly. Really good
progress has been made on the leisure build which is due
to be completed in December 2019. /u\

N

Delivering management
development through
the wider leadership
team to ensure capacity
to deliver continued
service improvement.

The internal management forums have been rg W
e

the Corporate Leadership Team expanded to inc
senior managers reporting to Heads of Service. The
recent bHeard survey revealed a change i
some of the categories. In relation to managemx
development, further support will be
the management skills of managers a
organisation.

5. Significant Governance Issues

(i)  constitutional review to en

members;

(i)

20




Annual Governance Statement

N

Key documents / process guidelines:

* Local Code of Corporate Governance

+ Corporate strategy and service planning processes

« Council Constitution

« Financial Regulations

« Risk management policy and toolkit

= Project management toolkit AN
+ HR policies, procedures, codes of conduct 5 e

- Anti-fraud & corruption / whistleblowing policies _ Audit Committee:

\ / Reviews and approves the draft Annual Governance Statement.
——
Draft Annual Governance Statement:
Council & Di_rectora_te Policies, Officer group led by the Head of Finance: Review of the eﬁecti_
Plans and Risk Registers internal au
- Evaluates assurances and supporting
evidence; (Required by the Accounts &
) « |dentifies any development issues; Reg 2015)
K. Drafts the Annual Governance Statement.
7 Y \./
S
Scrutiny Financial Legal & Members’ Internal Risk
Committee / Control Regulatory Assurance Audit Management
Policy Assurance Assurance
Development (Standards
and Review (s151 Officer) i

Ongoing assurance on adequacy and effectiveness of cuntrols ove! keyy risks

Agreed:

Leader of the Council &

Director of Regeneration

Head of Policy, Commu tio d Customer Services

Chief Financial Officer
30 May 2019

21




Auditor’s Report

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF
SWALE BOROUGH COUNCIL

During July 2019, Grant Thornton UK LLP will be auditing the accounting statements of
Borough Council for the year ended 31 March 2019 in accordance with the statutory
framework established by Sections 3 and 20 of the Local Audit and Accountability A
for England. Grant Thornton will be presenting their opinion of the financial statements
Council’'s Audit Committee on 29 July 2019 and the final certification will be incl
when it has been issued.

©
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Statement of Responsibilities

The Council’s Responsibilities

The Council is required to:

» make arrangements for the proper administration of its financial affairs and tg
that one of its officers has the responsibility for the administration of those affa
this Council, that officer is the Chief Financial Officer;

e manage its affairs to secure economic, efficient and effective use of reg
safeguard its assets; and

« approve the Statement of Accounts.

The Chief Financial Officer’s Responsibilities

As the Chief Financial Officer, | am responsible for the preparati¢n of the~Gquncil’s
Statement of Accounts in accordance with proper practices as se (h the Chartered
Institute of Public Finance and Accountancy / Local Authority (Scotland)/Accounts Advisory

Code).
In preparing this Statement of Accounts, | have:

» taken reasonable steps for the p ntion and detection of fraud and other

irregularities.

| confirm that the accounts present
Council at the reporting date and jts-tacome
2019.

air view of the financial position of the
xpenditure for the year ended 31 March

Date: 30 May 2019

Date: 29 July 2019
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Explanatory Note to the Accounts: Expenditure and Funding Analysis —
Change in Spend Per Department from Reported Basis to Accounting Basis

2018/19

Service Departments Net

Expenditure Budget

Reported to Respon-

Cabinet Capital Pension sibility  Other
£000 £000 £000 £000 £000

Chief Executive 290 27 36 12
Democratic Services 848 14 63 19
Policy, Communications & Customer 1,113 0 192 56
Services
Director of Regeneration 267 2,186 28 2,485
Commissioning, Environment & Leisure 5,152 984 269 6,259
Planning 884 0 293 1,268
Housing, Economy & Community Services 3,170 64 362 3,670
Property 476 1,277 85 991
Finance 748 7 125 1,399
Revenues & Benefits (268) 3 236 213
Licensing & Resilience Planning (15) 2 37 28
Information Technology 1,087 43 0 771
Audit 204 0 204
Environmental Health 506 3 510
Human Resources 329 0 342
Legal 426 (19) (1) 646
Corporate ltems 2,745 ,106 0 (3,751 101

Cost of Services 17,962 : 1,967 (31) (4,059) 21,555
Financed by Council Tax, Business Rates (18,577)
& Grants

Surplus in Year
General Fund Balance at 1 April 2018

Surplus in Year (6

2017/18 Approved Rollovers 952

General Fund Balance at 31 March 201,6 ; (44358)
The left hand column shows thgNj oy'the year as reported to Cabinet. The middle
columns show changes that Jaye te b in order to report the Council’s expenditure on an
accounting basis, which is g i thescolumn on the right, which then appears in the next

statement - the Comprehensive I &% Expenditure Statement as the Cost of Services. The

Column Explanation: Caplt
change in valuatl

{ncludes the accounting cost of depreciation of assets or the
these are not charged to the taxpayer; Pension — shows the
te-dccounting standard IAS 19 rather than the actual payments
und; Budget Responsibility — the Council reports the expenditure
ponsible for, but this allocates them out to the services they were
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Explanatory Note to the Accounts: Expenditure and Funding Analysis —
Change in Spend Per Department from Reported Basis to Accounting Basis

The table below reconciles the Cost of Services to the Surplus on the Provision of Servic

the 2018/19 Comprehensive Income & Expenditure Statement:

7
VAN

a4

Net Expenditure Budget \E(xpen\d%

2018/19 Reported to Respon- countin
Cabinet Capital Pension sibility Oth asis
£000 £000 £000 £000 £00 000

Cost of Services 17,962 5,716 1,967 (31) (40 21,555
Other Income and Expenditure (24,267) (959) 1,563 (38) 4, (19,529)
Deficit on Provision of Services (6,305) 4,757 3,530 (69) %\E\\V/ 2,026
Adjustments from Accounting Basis 5690  (4,757)  (3,530) ) (2,641)
Surplus in Year (615) 0 0 Q’i\ 0 ) (615)

©
A
@
S
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Comprehensive Income & Expenditure Statement —
Why the Council’s Resources Changed

2018/19 2018/19 2018/19 2017/18
Gross  Gross
Expenditure Income
£000 £000
Chief Executive 372
Democratic Services 1,019
Policy, Communications & Customer Services 1,394
Director of Regeneration 2,646
Commissioning, Environment & Leisure 11,123
Planning 2,901
Housing, Economy & Community Services 6,763
Property 1,107
Finance 1,406
Revenues & Benefits 45,951
Licensing & Resilience Planning 283
Information Technology 774
Audit 204
Environmental Health 563 510
Human Resources 338 342
Legal 646

mw)
572 N\ W¥71)

Corporate Items 101

Sub Total Cost of Services 9,@, 26) 21,555
Other Operating Expenditure
Drainage Board levy 0 797 779
Parish Precepts 1,163 0 1,163 1,100
Revaluation of Held for Sale assets (Note 27) 2 0 12 0
Disposal of assets (gains)/losses (Note 14) (514) (507) (58)
Other 0 0 0 (73)
Sub Total Other Operating Expenditure 1,979 (514) 1,465 1,748
Financing & Investment (Note 10) 4,129 (1,522) 2,607 943
Taxation and Non-Specific Grant Income and Expenditur:
Council Tax 4 0 (9,112) (9,112) (8,725)
Business Rates income 0 (23,887) (23,887) (19,930)
Tariff & levy Business Rates 11,068 0 11,068 11,308
Contribution paid to Busipes? S 2,944 0 2,944 1,992
Income received from B > 0 (1,573) (1,573) (1,295)
Revenue Support Gré 0 0 0 (1,238)
New Homes Bonys 0 (2,046) (2,046) (2,742)
0 (595) (595) (1,408)
13,612  (37,213) (23,601) (22,038)
(19,529) (19,347)
2,026 1,402
2,864 (647)
(7,129) (5,632)
89 66
0 91)
(4,176) (6,304)
(2,150) (4,902)
ows th€ cost of providing services on an accounting basis. There is a gain of £2.15

et. J/The 2017/18 analysis has been updated to reflect a staff reorganisation.
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Movement in Reserves Statement — The Change in the Council’s Resources

.
(O
U General Revenue Capital Capital Total Total
< Fund  Earmarked Total General Receipts Grants Usable  Unusable Council
Balance Reserves Fund Reserve Unapplied  Reserves  Reserves Reserves
£000 £000 £000 £000 £000 £000 £000 £000
(Note 17) (Note 15) (Note 16)
2017/18
Balance as at 31 | (4,874) (11,261) (16,135) (986) (306) (17,427) 8,048 (9,379)
Total Comprehensive diture
and Income 2017/18 402 0 1,402 0 0 1,402 (6,304) (4,902)
Adjustments between accounti
and funding basis (Note 44) 201 3 0 (3,736) (%5) (200 (3.851) 3,851 0
Transfers (to)/from earmarked reserve
2016/17 (Note 17) ’mﬁ@ 0 0 0 0 0 0
(Increase)/Decrease in 2017/18 ~ 19 2,513 (2,334) (95) (20) (2,449) (2,453) (4,902)
Balance as at 31 March 2018 (4,695~ (13,774) .\, (18,469) (1,081) (326)  (19,876) 5,595 (14,281)
N
Balance as at 31 March 2018 (4,695) (13,774) (1,081) (326) (19,876) 5,595 (14,281)
Total Comprehensive Expenditure
and Income 2018/19 2,026 0 0 0 2,026 (4,176) (2,150)
Adjustments between accounting basis
and funding basis (Note 44) 2018/19 (5,746) 0 (284) @ (6033 6,033 0
Transfers (to)/from earmarked reserves
2017/18 (Note 17) 4,057 (4,057) 0 0 N 0 0 0 0
(Increase)/Decrease in 2018/19 337 (4,057) (3,720) (2§4«)/ A / ) (4,007) 1,857 (2,150)
Balance as at 31 March 2019 (4,358) (17,831) (22,189) (1365 \/ /  (829) (23,883) 7,452 (16,431)

statement — the Comprehensive Income & Expenditure Statement, and then reverses out accounti
the reserves at the end of the financial year. In summary, there was an increase in the Council’s reserves g

£23.9 million.

es, (those that can be used for
ingnthe effect of the previous

ting in a balance of

0 « the balance on each of
4 onjre
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Balance Sheet — The Council’s Resources |

31 March 2019 31 March 2018

Note £000 £000 £000 £000
Total Property, Plant and Equipment 23 70,709 62,5
Heritage Assets 579 o979
Investment Property 26 3,460 3,438
Intangible Assets 135 155
Long-Term Investments 41 3,046 3,000
Long-Term Debtors 37 2,495 2,5

9,715 ,6
Total Long-Term Assets 80,424 72,274
Current Assets
Assets Held for Sale 27 88
Short-Term Investments 41 0 6,
T4

Inventories
Cash and Cash Equivalents 39
Short-Term Debtors 38
Total Current Assets 24,578
Total Assets 96,852
Current Liabilities
Short-Term Creditors 32 (11,648)
Short-Term Loans 41 0
5106 Deferred Revenue Receipts 33 (142)
Revenue Grant Receipts in Advance 12 (413)
Provisions 36 (1,908)
Total Current Liabilities (22,212) (14,111)
Total Assets less Current Liabilities 86,050 82,741
Long-Term Liabilities
Long-Term Creditors (60) (60)
Long-Term Loans (5,000) 0
Deferred Liabilities 34 0 (140)
Liability Related to Defined Benefit 8(f) (57,367) (62,713)
Pension Scheme
Capital Grants and Contributions (4,687) (3,501)
S106 Deferred Revenue Receipt (389) (478)
Provisions 36 (2,116) (1,568)
Total Long-Term Liabilities ﬁ (69,619) (68,460)
Net Assets aN 16,431 14,281

OV
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| Balance Sheet — The Council’s Resources

31 March 2019 31 March 2018

Note £000 £000 £000 £000
Financing:
Unusable Reserves
Revaluation Reserve 18 (17,272)
Deferred Capital Receipts Reserve (7)
Capital Adjustment Account 19 (32,274)
Collection Fund Adjustment Account 20 (315)
Pensions Reserve 22 57,367
Pooled Fund Adjustment Account 21 (47)
Total Unusable Reserves 7,452
Total Usable Reserves MIRS (23,883)

page

27

Total Reserves (16,431)

are matched by the reserves held by the Council.

The usable reserves are detailed on the Movement i
to fund expenditure or reduce local taxation. The moye
Cash and Cash Equivalents balance of £16.783 miljioR
Flow Statement.

cdsh that resulted in the
sha above is detailed in the Cash

As the Responsible Financial Officer for Swate’/Borougf
audited accounts give a true and fair view_of the Coun

performance in advance of approval. i ;

Nick Vickers B.Sc. (Econ), CP Date: 30 May 2019

Chief Financial Officer E? ;\

ouncil, | hereby certify that these
g financial position and financial
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Cash Flow Statement — Movement in Council’s Resources in Cash |

201819 201718

£000 £000 £'000
Net (Deficit)/Surplus on the Provision of Services (see Comprehensive (2,026) 404)
Income & Expenditure Statement) ’ ’
Depreciation 1,227 ,
Impairment & downward valuations 4,367 1,289
Movement in market value of investment property and upward revaluation (70) 86)
(Decrease)/Increase in creditors 2,605
(Increase) in debtors (1,980) 9
(Decrease) in debt impairment 9 20)
Movement in provisions 568 76
Movement in pension liability 1,783 2,079
Carrying amount of non-current assets and current assets held for sale, 21 101

sold or derecognised
Other movements (199)

(47)
Adjustment to Net Surplus on the Provision of Services for Non-Cash 8,675 1,072
Movements v
Adjustment for items included in the net surplus on the provision of services
. . . . - 21,659 16,416
that are investing and financing activities

Net Cash Inflows from Operating Activities 28,308 16,086
Purchgse of property, plant and equipment, investment property ang 5,957) (8,730)
intangible assets

Movements of short-term and long-term investments 8,759) (7,500)
Other payments for investing activities (348) (555)
Proceeds from the sale of property, plant and equipment, j t 610 9%

property and intangible assets
Other receipts from investing activities
Net Cash (Outflows) from Investing Activities

4,218 2,725
(30,232)  (13,964)
0

Short and Long Term Borrowing 10,000

Council Tax and Business Rates adjustments (503) (610)
Cash payments for the reduction of outstanding-ljabilitie ing to finance

leases 183 (169)
Net Cash (Outflows)/Inflows from Fing 9,314 (779)
Net Increase in Cash or Cash Equi 7,390 1,343
Cash and cash equivalents as 9,393 8,050
Cash and cash equivalents at31 16,783 9,393
Net Increase in Cash or Gash Equivalents Puring Year 7,390 1,343

The Cash Flow Statementshpws the changes in cash and cash equivalents during the

reporting peridd.and haw Council generates and uses cash and cash equivalents by
ifyi s operating, investing and financing activities.

ting activities includes £295,000 for interest received (£263,000 in

2017/1 3,000 for interest paid (£61,000 in 2017/18).



Notes to the Core Financial Statements

Accounting Policies

annual Statement of Accounts by the Accounts and Audit Regulations 2015, which tho
regulations require to be prepared in accordance with proper accounting practices.
practices primarily comprise the Code supported by IFRS and other guidance.
appropriate note details the critical judgements and estimation about the future
applying the Accounting Policies.

1. Accounting Policies — General Principles
The Statement of Accounts summarises the Council’s transactions for the 2018/19 fin
year and its position at the year-end of 31 March 2019. The Council is required to pr&

(a) Accounting Convention

relevance, faithful representation and materiality’and ancing qualitative characteristics
ability. Where a particular accounting

effect will be included in the accounts. § Code only requires local authority financial
statements to disclose information w material.

(b) Accruals and Revenue

Expenditure and Income is acca
payments are made or recejved 8 to activity on all of the Council’s functions

Council Tax and Business Rates. In particular:

ecarded as expenditure when the services are received rather than when payments
made;
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Notes to the Core Financial Statements

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

e interest receivable on investments and payable on borrowings is accounted for;
respectively as income and expenditure on the basis of the effective interest r
the relevant financial instrument rather than the cash flows fixed or determined
contract;

e accruals are recognised where the value exceeds £1,000; and,

eyear. This policy

balances would not be material to the total of transactions for t
- gre billed and not

also covers larger payments credited to the year in-which they
apportioned between years.

2. Accounting Policies
(a) Capital Receipts

When an asset is disposed of or de-commissioned, thexteceipt from the sale is charged to the
Comprehensive Income & Expenditure Statement. Receipts in excess of £10,000 are
categorised as capital receipts. The regeigt is required to be credited to the usable capital
receipts reserve and can only be used ance capital expenditure or set aside to reduce
the Council’s borrowing requirement. below £10,000 are considered de-minimis and
treated as revenue.

(b) Cash and Cash Equivalents

Id investments that are readily convertible to known
an insignificant risk of change in value and are shown

accrued in the accounting statements, but are disclosed by way
ible obligation whose existence will only be confirmed by the
of uncertain future events not wholly within the control of the

rangement is where the Council enters into an agreement that has the features
e lease, but where some of the assets may be received in the future. Assets are
apitalised and depreciated over their useful economic life.
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Notes to the Core Financial Statements

(e) Employee Benefits — Costs

Termination benefits are amounts payable due to a decision by the Council to terminate an
officer’'s employment before the normal retirement date, or an officer’s decision to accept
voluntary redundancy. They are charged on an accruals basis to the appropriate servicg

payable but unpaid at the year-end.

(f) Employee Benefits — Post-Employment Benefits

Sheet on an actuarial basis using the projected unit method, i.e. an asset
payments that will be made in relation to retirement benefitsearned to ddte by employees,

based on assumptions about mortality rates, employee/tyrrmover rates, and projections of
projected earnings for current employees. The value of Pension Fund liabilities has
endent agtuaries

mprehensive Income & Expenditure Statement;

. rn on plan assets — the funds that are built up to finance the pension payments are
33



Notes to the Core Financial Statements

the plan assets and this shows the return on them excluding amounts included in net
interest on the net defined benefit liability. This is charged to the Pensions Reserve as
Other Comprehensive Income and Expenditure;

» changes in financial/democratic assumptions, (gain)/ loss of defined benefit obliga
other losses and return on assets less interest — changes in the net pensions liabjlity
that arise because events have not coincided with assumptions made at the €
actuarial valuation or because the actuaries have updated their assumptions.
are charged to the Pensions Reserve as Other Comprehensive Income arid

Expenditure;
» contributions by scheme participants — cash paid by staff as employé&e.contri s to

the Kent Pension Fund;

flows rather than as benefits are earned by employees.

The Fund’s Actuary determines employers’ contributioy
basis. The latest actuarial valuation took place on 31
contribution rates as a result of that valuation is d

s S sion Fund on a triennial
2 9 and the change in
take_effect from 1 April 2020.

(g) Estimation Techniques

gains, losses and changes in reserves,/ Détails of where these have been used are contained
in the relevant note to the Accounts. hange in an estimation technique is material,
an explanation is also provided of t and its effect on the results for the current
period.

(h) Financial Instrument

Financial instruments are/fecognis e Balance Sheet when the Council becomes a
party to the contractual Qrowisi e instrument. However, “other debtors” are an
exception as they are/mot recogniged’when the Council becomes committed to supply the
goods or service but when gred goods or services have been delivered or rendered.

Similarly, “other creditor evrecognised when the ordered goods or services have been
received.

wvestment in CCLA Property Fund carried at fair value at 31 March 2019.

rtised cost — this category includes fixed term deposits, call accounts and other
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Notes to the Core Financial Statements

debtors and are initially measured at fair value and carried in the Balance Sheet at
their amortised cost.

The fair value of a financial instrument on initial recognition is generally the market price.
Financial liabilities are measured in the Balance Sheet at amortised cost.

Impairment losses are calculated to reflect the expectation that the future cash flows Mmight not
take place because the borrower could default on their obligations. No impairment is

calculated for assets which are classified as fair value through profit and loss as
reflected in the movement in their fair value.

The reconciliation of amounts based on accounting regulations charged to

Government grants and third party contributions and donations are sed as due to the
Council when there is reasonable assurance that:

e the Council will comply with the conditions attachg6 e\payments, and

e the grants or contributions will be received.

Amounts recognised as due to the Council are net ¢redited-to thé¢ Comprehensive Income &

potential embodied in the asset in the for
consumed by the recipient as specified,
be returned to the transferor.

Receipts defined as grants and co
included on the Balance Sheet ag . Wheén conditions are satisfied, grants specific to
a service will be credited agains| {ce expenditure line. General grants, e.g. Revenue
Support Grant and the Council’ re of Bysiness Rates from the CoIIectlon Fund are

ncome. Where capital grants are credited to the
Statement, they are reversed out of the General Fund
Statement. Where the grant has yet to be used to

Comprehensive Income
balance in the Movere

itigs and is held and maintained principally for its contribution to knowledge
age assets are carried at valuation (e.g. insurance valuation) rather than fair
e fact that exchanges of heritage assets are uncommon.

angible Assets

e non-current assets that do not have physical substance but are identifiable and are
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| Notes to the Core Financial Statements |

controlled through custody or legal rights. An intangible asset is initially measured at cost and
is not subject to revaluation. It is, however, subject to amortisation over its ‘useful’ life, which
for computer software has been assessed as up to a maximum of seven years.

() Investment Property

Investment properties are those that are used primarily to earn rentals and/or for cap

Expenditure Statement and are reversed out of the General Fund balance via tk
Reserves Statement and posted to the Capital Adjustment Account.

(m) Shared Services

The Council maintains ‘shared service’ operations for a number o o IF
service arrangements have been assessed against the definitions e Code and the

Council has decided that the Mid Kent Services (MKS) Board is a nonxdecision making body
(decisions to enter into a shared service and the level of invelvement and consequent cost lie

ang there is then a collaboration
e diture and income of these

(n) Leases
Rentals payable are charged to the relevant service r e account on a straight-line basis
over the term of the lease on an accruals is, generally’meaning that rentals are charged
when they become payable.

(0) Long-Term Liabilities

Long-Term Liabilities are those d
long-term liabilities due to be settle
included within current liabiljtie

g beyond the next 12 months. The current portion of any

ge are required by the Code to be shown separately on the
& Expenditure Statement. The Council has decided that for
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Notes to the Core Financial Statements

economic benefits or service potential (i.e. repairs and maintenance) is charged as an
expense when it is incurred.

The Council operates a de-minimus level of £10,000 for non-current assets. Any expendit
below this level is charged to revenue in the year of acquisition.

Each of the PPE asset classifications are revalued periodically in stages on the basi

follows:

 infrastructure, assets under construction and community assets are Xra
Cost, net of depreciation (where applicable); and

« other land and buildings, vehicles, plant, furniture, equipment ax
valued at Current Value.

the economic environment prevailing for the service or function the'g ig supporting at the
reporting date. The Current Value measurement bases include:

exists;

» Depreciated Replacement Cost, for asse
is specialised; and

return the highest possible valuatio imatéd use of the property being taken as that
which best supports this highest/va e valuation is not limited with regard to assuming
the current use will continue). Ius praperty valuatlons are based on using prlcmg
information derived from an/ap

operty, some of which may be more significant in

factors to determine theAva
' any of these inputs are observable, e.g. they can be

assessing the valuatig

at have a significant value are revalued annually, even if they are not
o0 according to the five-year programme.

i's principal assets are revalued regularly and any gains arising from revaluations
d in the Revaluation Reserve or, where previous losses have occurred, are

37



| Notes to the Core Financial Statements

credited to the Comprehensive Income & Expenditure Statement to the limit of the previous
loss. A loss on valuation is charged to the Revaluation Reserve to the limit of that fund and
thereafter is charged to the Comprehensive Income & Expenditure Statement. The
programme of revaluations is continuing on this cyclical basis although material changes t
asset valuations will be adjusted in the interim periods, as they occur. Where assets ar
valued at Depreciated Replacement Cost, this has only been undertaken where there S0
active market for that asset.

The Council applies the principles of component accounting where an asset has &
value in excess of £1m and a residual life of over 25 years.

to the following policy:

e newly acquired assets are not depreciated in t
not have a material effect upon the accounts;

» depreciation is calculated using the straig

The standard useful lives for each category ot aSset™a follows:

Asset Depreciajﬁ;ﬁ Methodology

Land Deprecidtiofi.is not normally provided for freehold land
Infrastructure assets 20 to 50 years

IT equipment 3 to_Z-years dép\e\@ding on the nature of the asset

Non IT furniture and

equipment 1(({(3/2\&'%@1\8

Non-operational buildings | 48 t0.60 years depending on the individual asset
/’Ustally 50,/4lthough this can vary according to the

Operational buildings

vidual asset
Operational land Y 30 to/50 years (usually relating to car parks)
Vehicles .\ Up'to’10 years depending on the type of vehicle
Community assets \ mg\l/r;g to whether it is land, building or equipment
Provision for j 'ade by allocating the cost (or revalued amount) less estimated

sets, as fairly as possible over their useful lives.

jor components with different estimated useful lives, the components
epdrately. If there is a change in the depreciation charge because of an
is material, full year depreciation is charged in the year of impairment.
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Notes to the Core Financial Statements

transferred each year from the Revaluation Reserve to the Capital Adjustment Account.

Disposals — when an asset is disposed of, the carrying amount of the asset in the Balance
Sheet is written off to the Comprehensive Income & Expenditure Statement as part of the g
or loss on disposal. Receipts from disposals are credited to the Comprehensive Income &
Expenditure Statement as part of the gain or loss on disposal (i.e. netted off against the
carrying value of the asset at the time of disposal). Revaluation gains in the Revalua
Reserve are transferred to the Capital Adjustment Account.

& Expenditure Statement. The costs of disposal up to 4% of the capital receip
the sale proceeds; if costs are incurred in years before the capital recejpt.then th

(r) Non-Current Assets — Charges to Revenue

Service revenue accounts and trading accounts are charged with the ing amounts to
record the cost of holding non-current assets during the year:

e depreciation attributable to the non-current ass

e revaluation and impairment losses, where they\a
the Revaluation Reserve; and

e amortisation of intangible non-current a

These charges are reversed out of the Comprehensive ln¢ome & Expenditure Statement via
the Movement in Reserves Statement tgthe Capital Adjustment Account.

towards the reduction in its overall perfowing requirement, the Minimum Revenue Provision
(MRP) (normally equal to an a
in accordance with statutory gui

as taken place that gives the Council a legal or
requires settlement by a transfer of economic benefits or
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Notes to the Core Financial Statements

but is charged to the service revenue account within the Comprehensive Income &
Expenditure Statement. This is then offset by a reserve appropriation within the Movement in
Reserves Statement.

(u) Revenue Expenditure Funded from Capital under Statute (REFCUS)

General Fund balance to the Capital Adjustment Account then reverses o
charged so that there is no impact on the level of Council Tax.

(v) Value Added Tax (VAT)

extent that it is not recoverable. The Council’s partial exemption s
annual basis.

Adopted

Accounting standards that have been issued but n

e |FRS 16 Leases;

¢ International Financial Reporting
Currency Transactions an

King place before this date have provided information about
1 March 2019, the figures in the financial statements and notes have

of Accounts was authorised for issue by Mr Nick Vickers, the Chief Financial
0 May 2019.

40



Notes to the Core Financial Statements

Pay and Pensions

6. Officers’ Remuneration and Termination Benefits
The number of employees whose remuneration, excluding employer’s pension contributiog;
was £50,000 or more, in bands of £5,000, was: &

. 201819
Remuneration Band Number of Employees
£50,000 - £54,999 10
£55,000 - £59,999 8
£60,000 - £64,999 2
£65,000 - £69,999 1
£70,000 - £74,999 1
£75,000 - £79,999 1
£80,000 - £84,999 3 0
£85,000 - £89,999 0 1
£90,000 - £94,999 1 0
£135,000 - £139,999 0 1
£140,000 - £144,999 1 0
Total 28” —_ "\ 23

These remuneration bands include senior employegs. \TRis has pbgen applied consistently to
both years. Remuneration comprises:

« all sums paid to or receivable by an ery

e expense allowances chargeable

» the monetary value of any othepbeng

The numbers of exit packages with | cgst per’band and total cost of the compulsory and
other redundancies are set out in the tabl%elow:

Exit Package Cost Band erof” Number of  Total Number of Total Cost of Exit
(Including Special Other Departures Exit Packages by Packages in Each
Payments) dundaricies Agreed Cost Band Band £

18 2018119 2017/18 2018/19 2017/18  2018/19  2017/18
£0 - £20,000 0 7 0 8 0 90,200 0
£20,001 - £40,000 0 3 0 3 0 76,500 0
£60,001 - £80,00 A 0 0 0 3 0 202400 0
Total 4 0 10 0 14 0 369,100 0
Total paid t :' 242,600 0
Total paig-o Cfr ted payments for pension scheme 126,500 0
Total - 369,100 0
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| Notes to the Core Financial Statements |
a) Disclosure of remuneration for senior employees whose salary is £150,000, or more per

year.
(a) 2018/19 2018{19 2018/19
Post holder Information Salary, Fees & !?'en_smn thal
(Post title and name) . Allowances Contributions Remuneration
Point £000 £000 £000
Chief Executive Mr Mark Radford 1 142 44 186

Total 142 44 186, S\ 1z/9>

Point 1: Includes Returning Officer fees for Parliamentary elections and KCC

b) Senior Officers whose emoluments/salary is between £50,000 and £150;Q0
/\

(b) 2018/19 201819 8/19 2017/18
Post holder Information Salary, Fees & Pension T Total
(Post title) Allowances  Contribution Re i Remuneration
' Point £000 £000 £000
Head of Legal Services 1 84 26 59
Head of Legal Services 2 0 41
Director of Regeneration 3 94 116
Monitoring Officer 4 50 74
Head of Development Services 81 104
Head of Housing, Economic and S 95
Community Services
Head of Commissioning & 6 3 23 96 85
Customer Contact
Head of Commissioning, 7 0 0 0 3
Environment & Leisure
Policy & Performance Manager 8 62 20 82 72
Head of Housing Services 9 20 107 103
Chief Executive Thames Gateway 0 0 0 6
Kent Partnership
Chief Executive Thames Gatew 82 0 82 80
Kent Partnership
Total . /N 689 183 872 838

Point 1: Post holdé eptember 2017. Includes market supplement and

Point 2:

Point 3:

@strted July 2016 on an interim basis until September 2018 when they

were apbo

Poi S
d of September 2018 when the Policy & Performance Manager took over
. 2017/18 total includes fees for Parliamentary Elections, KCC Elections
residing Officer and honorarium. 2018/19 includes honorarium.
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Point 5: Post holder was appointed July 2016 on an interim basis until September 2018
when they were appointed on a permanent basis.

Point 6: Post holder appointed in April 2017 on an interim basis until September 2018 w
they were appointed on a permanent basis.

Point 7: Post holder left April 2017.

Point 8: Post holder appointed Monitoring Officer from October 2018.

Point 9: Post holder left September 2018. Included in total is pay-in-lieu of o
redundancy and holiday pay. Post has been deleted in 2019/20

Point 10: Post holder left April 2017.

Point 11: Post holder joined April 2017. Includes mileage allowance.

More details on the cost of shared services can be seen on Note 1’?
7. Members’ Allowances

\/2018/19 2017/18

£000 £000

Basic allowance 240 234
Special responsibility allowance 142 138
Members’ travel, subsistence and IT aIIowancﬂ 20 21
Total 402 393

The Members’ Allowances Scheme can be inspected on.the,Council website
http:/www.swale.gov.uk/members-allowangss/ or during ndrmal office hours at the Council
offices, Swale House, East Street, Sittin rme ME10 3HT.

8. Defined Benefit Pension e

a)

these benefits are determined independently from investments
ATE: § ese benefits will not actually be payable until employees retire,
[ ommitment to make the payments that needs to be disclosed at the

4;7 arn their future entittlement. Employee contribution rates are set by

a
plQyerontribution rate, currently 14.7%, plus an annual fixed sum.

énsion Fund is operated under the regulatory framework for the LGPS and the
nance of the scheme is the responsibility of the Superannuation Committee of KCC.
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fund managers, carrying out regular reviews, monitoring of investments, monitoring the
administration of the Pension Fund and determining Pension Fund policy with regard to
employer admission arrangements. The committee consists of 12 members with voting
rights (nine from KCC and three from district councils) and five other members withou
voting rights. Policy is determined in accordance with the Pensions Fund Regulatio

c) Risks of Defined Benefit Pension Schemes

The principal risks to the Council of the scheme are the longevity assumptio
changes to the scheme, structural changes to the scheme (i.e. large-scale x
from the scheme), changes to inflation, bond yields and the performance
investments held by the scheme. These are mitigated to a certain ext
requirements to charge to the General Fund the amounts required by st
in the accounting policies note.

d) Other Factors Affecting Pension Payments

Services when they are
its are eventually paid as pensions.
However, the charge that is required to behade st Council Tax is based on the
benefits is reversed out of the
rves Statement. The following transactions have
been made in the Comprehensive /hcorme & Expenditure Statement and the General

V 2018/19 2017/18
£000 £000

Comprehensive Income & ExpenditureStatemen

Cost of Services comprising:

Current service cost 3,080 3,040
Administration expenses 39 37
Net interest on the netdefine ability 1,563 1,751
Total Post-Employmen efits"Charged to the Deficit on the 4,682 4,828

Provision of Services
Post-Employmen; Be ef|ts Charged/to Other Comprehensive Income and Expenditure:

Return on p 6 of interest (4,061) (559)
Change in 3 (7,991) 0
Changge imipanc 4,923 (5,073)
Total R ~ Recognised in Other Comprehensive (7,129) (5,632)
Income an
Total “Rost-Employment Benefits Charged to the Comprehensive (2,447) (804)

Income & Expendijture Statement
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2018/19 201718
£000 £000
Movement in Reserves Statement
Reduction of charges made to the deficit on the Provision of Services (1,783) (2,079)
for post-employment benefits to equal actual payments in accordance
with the Code
Employers’ Contributions Payable to the Scheme 2,899 2,749
Actual Return on Scheme Assets less Interest 4,061 559

f) Pension Assets and Liabilities Recognised in the Balance Sheet

The amounts included in the Balance Sheet arising from the Council’s obligation in
respect of its defined benefits plans are as follows:

201819 201718
£000 £000

Present value of the defined benefit obligation 137,745 137,191
Fair value of plan assets (83,198) (77,556)
Sub total 54,547 59,635
Present value of unfunded obligation 2,820 3,078
Net liability in Balance Sheet 57,367 62,713

g) Reconciliation of the Movements in the Fair Value of Scheme (Plan) Assets and Liabilities
(Defined Benefit Obligation)

The Pensions Reserve figure in the Balance Sheet consists of the total assets plus
liabilities detailed below:

I . 201819 2017/18
Reconciliation of present value of the scheme liabilities £2000 £000
Opening balance as at 1 April — defined benefit obligation (140,269) (142,035)
Current service cost (3,080) (3,040)
Interest cost (3,537) (3,788)
Contributions by scheme participants (550) (542)
Changes in financial assumptions (4,923) 5,073
Changes in demographic assumptions 7,991 0
Benefits paid including unfunded pension payments 3,803 4,063
Closing balance at as 31 March - defined benefit obligation (140,565) (140,269)

—_ . 201819 2017/18
Reconciliation of fair value of the scheme assets £2000 £000
Opening balance as at 1 April - fair value of scheme assets 77,556 75,769
Interest on assets 1,974 2,037
Return on assets less interest 4,061 959
Administration expenses (39) (37)
Employer contributions 2,899 2,749
Contributions by scheme participants 950 942
Benefits paid including unfunded pension payments (3,803) (4,063)
Closing balance as at 31 March - fair value of scheme assets 83,198 77,556
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h) Pension Fund Assets

The Pension Fund’s assets consist of the following categories, by proportion of the t%

assets held:
31March2019 31 March 2019 31 March2018 31 M@K?@J;:
£/000 % £'000 % b
7

Equity investments 57,074 69 51,783 6
Gilts 547 1 594

Bonds 7,579 9 7,420

Property 9,997 12 9,75

Cash 1,417 1 2,%2\\

Target return portfolio 6,584 8 5, 7
Total 83,198 100 /7556 N\ 100

A detailed analysis of the Pension Fund’s assets over asset ¢ tegcwy/e from the
Finance Department. Please email your request to finance@éwale-gav.uk:

i) Basis for Estimating Assets and Liabilities ;
Estimates of the liability are based on the rolled forward value of the gmployer’s liabilities

calculated for the triennial valuation of the scheme 1March 2016, allowing for the
different assumptions required under IAS 19.

\\jﬁ March 2019 31 March 2018
Mortality assumptions:
Longevity at 65 if retiring today:
Men 22 years 23.1 years
Women 24 years 25.2 years
Longevity at 65 if retiring in 20 years:
Men 23.7 years 25.3 years
Women 25.8 years 27.5 years

Rate of inflation (Retail Price Index (RP1) jnere 3.40% 3.35%
Rate of inflation (Consumer Price Indg i 2.40% 2.35%
Rate of increase in salaries 3.90% 3.85%
Rate of increase in pensions 2.40% 2.35%
Rate of discounting scheme ljdbjkitie 2.40% 2.55%
Take-up option to convert ainu lon ifito retirement lump sum 50% 50%

The return on the
estimated to be 8%

alue to bid value basis) for the year to 31 March 2019 is
8% fqr tHe year 31 March 2018).

ation of thy ned benefit obligations is sensitive to the actuarial assumptions

set out j b e above. The sensitivity analysis below has been determined based on
reasonabl oe hanges of the assumptions occurring at the end of the reporting

i for each change that the assumption analysed changes while all the

remain constant. The assumptions in longevity, for example, assume
pectancy of women is higher than that of men who retire at the same or

The estimations in the sensitivity analysis have followed the accounting
e scheme, i.e. on an actuarial basis using the projected unit credit method.
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Uncertainty Sensitivity Analysis
£000 £000

Adjustment to discount rate +0.1% 0.0%
Present value of total obligation 138,151 140,565
Projected service cost 2,800 2,870
Adjustment to long-term salary increase +0.1% 0.0%
Present value of total obligation 140,839 140,565
Projected service cost 2,870 2,870

Adjustment to pension increases and deferred

. +0.1% %
revaluation
Present value of total obligation 142,746 8,421
Projected service cost 2,941 2,800
Adjustment to life expectancy assumptions +1 Year -1 Year
Present value of total obligation 145,632 135,674
Projected service cost 2,969 2,775
j)  Funding and Investment Strategy

KCC as administering authority for the Kent Pension-Fund maintains a Funding and

Investment Strategy as required by the pensions a ere felevant) investment

regulations. The funding objectives are to ensure the erm solvency of the Fund,

ensure that sufficient funds are available to me g 35 they fall due for payment

onstant as possible and at a
ent strategy is to minimise the risk of
e the opportunlty for gains across

gncy risk and interest rate risk) and credit risk to
nd manages its liquidity risk to ensure there is

exposure to market risk (price risk,
an acceptable level. In addition, the
sufficient liquidity to meet the Fur
Strategy is reviewed annually orn

k) Impact of Pension Fund on ash Flows
An objective of the schg ployers’ contributions at as constant a rate as
possible and funding ored on an annual basis. The Fund is valued once

every three years af 3luation was at 31 March 2016 which disclosed a net

Investigation’ 2018, which shows that the increase in longevity has slowed
and ha cg@o ed\to a reduction in the pension fund deficit. The movement in financial
o @ 0 the change in the discount rate and inflation forecasts
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Day to Day Spending - Revenue

9. Expenditure and Income Analysed by Nature
The Council’'s expenditure and income is analysed as follows:

Benefit payments

Employee costs

Business rates paid to Government and pool
Other service expenses

Major contracts

Trading undertakings (losses)

Parish precepts

Drainage board levy

Investment properties 592 24
Other items 82 169
Total Expenditure ’ 99,101 102,587
Benefit income (43,292) (50,701)
Business rates income (25,460) (21,225)
Fees, charges and other service income (14,534) (13,876)
Council tax (9,112) (8,725)
New homes bonus (2,046) (2,742)
Trading undertakings (gains) (865) (342)
Revenue support grant 0 (1,238)
Other grants and contributions (595) (1,408)
Other items (1,171) (928)
Total Income (97,075) (101,185)
Deficit on Provision of Services 2,026 1,402
The 2017/18 analysis has been restatedto\reflect a staff reorganisation.
10. Financing and Inv/e@m n ome and Expenditure

</ Restated

2018/19 2017/18

Net Net

Expenditure Expenditure

£000 £000

Interest payable &simi 63 61

Net interest o ' 1,963 1,751
Interest recei (295) (263)
Losses / (tsains 1,046 (204)
Income &expendi 349 (216)
Revaluation ga invéstment properties and changes in fair value (Note 26) (70) (186)

Disposahof i iment property (gains) (Note 14) (2) 0

amon financigl assets through profit and loss (47) 0

)}f:j 2,607 943

% 017/18 analysis has been restated following a revew of the application of accounting

gulations.
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11. Shared Services

The Council participates in a number of shared service arrangements which are included in t
Comprehensive Income & Expenditure Statement and which are detailed below:

2018/19 2018/19 2018/19  2018/19 2018/19 </ 2047/18
Expenditure Income from Expenditure Income Ne
on Partners Partners Other Other Expenditure iture

£000 £000 £000 £000 0
Environmental Health 465 0 72 (30) 12
Information Technology 453 0 646 (3) 1,205
Human Resources 222 0 93 315
Planning Support 196 0 24 235
Internal Audit 190 0 19 171
Parking 112 (21) 1,213 (2,915 (1,601)
Building Control 70 0 4 76
Local Land Charges 65 0 6 (15 (85) (141)
Fraud Investigation 19 0 0 w 19 17
Legal 0 (1,224) 1,756 5 437 778
Debt Recovery 0 0 0 (13 (133) (134)
Total 1,792 (1,245) 3,833~ (3,332)\/ 1,048 1,433

in the Information Technology MKS
the Council’s share of the total costs.

12. Grant Income

Grants Credited to Taxation an ecific Grant Income

& Expenditure Statement.

Please see Note 35 fora.breakdown of Capital Grants receipts in advance
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Grants Credited to Services

Grant Area

Housing benefit grant

Housing repair grants — disabled
facilities

Sittingbourne Town Centre road
works

Dolphin Barge Museum

Housing benefit admin subsidy
Discretionary housing payment
Homelessness grant

Provider

Department for Work & Pensions

Ministry for Housing, Communities and
Local Government
Kent County Council

Private Developer
Department for Work & Pensions
Department for Work & Pensions

Ministry for Housing, Communities and
Local Government

201819

£000
(43,292)
(1,545)

6
0
39
)

,328)
(3
0
498)
( 4

201
Regtatéd
0
0 b

55)

(
(
(360)

92
Implementing welfare reform changes  Department for Work & Pensions 230 (129)
Localising council tax support Ministry for Housing, Communities and 4) (195)
administration subsidy grant Local Government
Open spaces and play areas — Various Contributors (150) (161)
commuted sums
Troubled families grant Kent County Council (14) (84)
Other grants Various Contributors (656) (545)
Total Grant Income Credited to Cost of Services (47,731) (55,035)
The 2017/18 has been restated to provide moftedetails an the relevant grants.
13. External Audit Costs
The Council’s auditors are Grant Thopnt LLP.
N 201819 2017118
£000 £000
Fees payable for external audit servi 47 23
Fees payable for the certificatio r returns 24 21
Total /N 71 74

Property valued at £212 81
incurred for 2018/19 for alf\g
assets excludingin

year was
of a land¢

estrent assets totalled £507,250, with net gains on investment assets

(noinve
3 h e disposal of land in St. Michael’s Road, Sittingbourne. This was part
O 7

orks.” GGains and losses on investment properties are shown within Financing

50



| Notes to the Core Financial Statements
Council Resources — Reserves

15. Usable Capital Receipts Reserve
This reserve holds the proceeds from the disposal of land and other assets, which are
restricted by statute from being used other than to fund new capital expenditure or t et

aside to finance historical capital expenditure. The balance on the reserve shows the

resources that have yet to be applied at year-end. /\
/N
20

1849 \1917 18

0 00

Balance as at 1 April (1, (986)

Capital receipts in year from sale of assets (607 (82)

Capital receipts in year from repayment of grants and mortgages (90)

Capital receipts applied during the year — financing long-term assets 70
,365

Other movements m 7

Balance as at 31 March \ VY /(1,365) (1,081)
16. Capital Grants Unapplied Account
This reserve holds the grants and contributions received fowards capital projects for which the
Council has met the conditions that would otherwise requjre repayment of the monies but
which have yet to be applied to meet expenditure./ The\batance’ig/restricted by grant terms as

to the capital expenditure against which it can be
this can take place.

he financial year in which

17. Revenue Earmarked Reserve

the General Fund to earmarked reserves to
and the amounts posted back from earmarked
8/19 and 2017/18.

This note sets out the amounts set asi
provide financing for future expendit

reserves to meet General Fund ex iture i

Transfers Balance Transfers Transfers Balance
in 31 March out in 31 March
2017/18 2018  2018/19  2018/19 2019
£000 £000 £000 £000 £000
Business Rates Volatility (2,149) (3,549) 426 (1,812) (4,935)
General Reserve (532) (3,015) 906 (77) (2,186)
Business Rates Pool (598) (1,346) 35 (754) (2,065)
(Economic)
Building Maintepance 4) 122 (12) (824) 81 (154) (897)
Housing & Cg a 0 0 0 0 (846) (846)
Growth Fund Q
Preceptq 6 0 (254) (563) 0 (254) (817)
Support
Housing (490) 136 (62) (416) 0 (214) (630)
Perform (535) 372 (153) (316) 122 (300) (494)
iNRark 0 0 0 0 0 (439) (439)
ysre@ti n (687) 337 0 (350) 213 (300) (437)
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Balance Transfers Transfers Balance Transfers Transfers Balance
31 March out in 31 March out in 31 March
2017 201718  2017/18 2018 2018119  2018/19 9
£000 £000 £000 £000 £000 £000 '000
Parking (113) 1 (193) (305) 43 (117) 3
Repairs & Renewals (183) 73 (76) (186) 61 (149) (2
Commuted Sums (331) 92 (19) (258) 14 (22) 266)
Stay Put Fund (144) 0 (39) (183) 18
Local Development (175) (62) (237) 29
Framework
Financial Services (134) 0 (50)
Wheeled Bins (111) 0 (35)
Local Loan Fund (200) 0 0
Housing (182) 134 (119)
Refuse and Recycling (104) 65 (66)
Communities Fund (116) 6 (2)
Electoral Registration (89) 0 0
Insurance Funds 91) 0 0
Pension & Redundancy (205) 0 0
Disabled Facilities 0 0 0
Grants (Revenue)
Faversham Recreation 0 0 0 0 (80) (80)
HLF Bid
Environmental Initiatives 9) 0 (4 (49) 0 (28) (77)
Milton Creek Access (58) 0 (17) (75) 0 0 (75)
Road
Tree Survey and Works (38) 0 (38) 0 (25) (63)
in Closed Churchyards
Cemeteries (48) 10 17) (55) 10 (15) (60)
Faversham Creek (60) 0 (60) 0 0 (60)
Footpath
ICT Reserve 4) 0 (44) 0 (11) (55)
Miscellaneous % (395) (606) 171 (542) (977)
Total <(1%ze’1 )/ /\;; 377 (4,890) (13,774) 2,663  (6,720) (17,831)

Business Rates Volat|||t§\

Wouncn in managing the volatility of business rate income as a result of
\ugn rate localisation.

General Reserve

The Use Jof this reserve is subject to the approval of Members.

Zhis furld has been established as a result of the Council joining the Kent Business

Business R% ]
(Economic R

ates Pool. Itis to fund economic development as agreed by the Council and KCC.

Building &%

/}b meet items of backlog building maintenance as identified in the Council’s medium
erm maintenance plan as well as urgent or unexpected items. Each year the reserve
is topped up by any underspend on the building maintenance revenue budget.

Hoysing & Commercial
Growth Fu

Under the Kent Business Rates 2018/19 Pilot there was to be an allocation of funds
called the Housing and Commercial Growth Fund which was allocated among
“clusters” of authorities for each cluster to determine the final allocation. SBC is in the

“North Kent” cluster.

&
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Preceptors Council Tax
Support

Paid by KCC, Police and Fire to reflect the costs of Council Tax support localisation.

Housing Benefits

Savings made in the Benefits section, including unspent grants were transferred to thi
reserve. This is used to cover the shortfall in grant.

Performance

To improve overall performance. Officers can submit a bidding list of proposals’ ..

STC Retail Park

This reserve is for the accounting adjustment between the value of income regeifed
and the value included in the accounts. (\

Regeneration

To fund regeneration projects in the Borough. Officers can submit bids fo this resetve.

Parking

Any surplus from on-street parking is transferred to the ring fenceww

account under Section 55 of the Road Traffic Act 1984.

Repairs & Renewals

Regular contributions are made to this fund from the General F a\n@ 0
services to fund the future cost of significant items of expenditie.&

Commuted Sums

This reserve will be used to fund play area and open spa?m\aint nce.in futlire
years.

Stay Put Fund

To support the Council's Stay Put service which offers ade help to the

elderly and disabled, who are owner occupiers or p{'%&% 0 need
practical assistance to repair, adapt or improve thelk hemes.

Local Development
Framework

Any underspend or overspend on this service on theWWwill be transferred

to this fund and used solely to fund Local Development\trariework associated work.

Financial Services

To fund continuous system developments for the financiaksystems, and meeting the
costs of the professional advice and staff development on accounting, taxation,
payments, etc.

Wheeled Bins

To fund the new wheeled bins purchdsek and replacements.

Local Loan Fund

To support voluntary, community/of Wanisations and town and parish

councils in Swale to enable manhagement very of local services and facilities.

Housing

To fund the homelessness gérvice infuture years.

Refuse and Recycling

To fund on-going review of additionakroats from new developments to be added on to
Biffa contract and servises including clinical, bulky and weekly collections.

Communities Fund

This is to support the’Cduncil's Localism Agenda.

Electoral Registration

To fund one-off coéts.of bacal Authority elections in future years.

Insurance Funds

The purpose of Mes@%fund Insurance claims that fall below £1,000 which will
reduce our numbepof claims:

Pension & Redundancy

To meet t st of rejeqsing the Pension Fund benefits to staff who have taken early
retirement\and to fund\alljother redundancy costs.

Disabled Facilities
Grants (Revenue)

This %the Better Care fund (BCF) incorporating Disabled Facilities
DFG)

inQ is from the Government and administered via KCC. The
cef the BGF to carry over as agreed by Strategic Management Team and used
copimitted work to support the DFG service.

Faversham Recreation <
Heritage Lottery Fund
(HLF) Bid

ohmgé/?éond phase of the Heritage Lottery Fund parks for people programme,
ptaus for improvements and enhancements at Faversham Rec have been

ndertake complimentary improvements to items outside the scope of the HLF criteria.
This bid is to provide the funds to meet this commitment.

Environmié W//ﬁ

come from Fixed Penalty notices used to support various environmental initiatives. It
is a requirement of the legislation that any money generated is used to create a cleaner
and greener environment.

ey,

Reserve will be used for new access road to Milton Country Park and increased
security around the car park to stop unauthorised encampments.

Funding required to appoint consultants to undertake a tree condition survey across

the Council's Green Spaces and to fund a rolling programme of tree works.

e yand Works
inrClosey Churchyards
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Cemeteries Used to cover the costs of purchasing a new electronic burial records system as part of
the transformation review recommendations and further expected costs at the new
Iwade burial site.

Faversham Creek Footpath in Faversham - part of the regeneration of the Faversham Creek. / <

Footpath

Information and This is the net ICT underspend and will be used to fund IT equipment in fut évéars b

Communication

Technology (ICT)

Reserve

Miscellaneous This is made up of the earmarked reserves that are less than £50 ()Qulﬁvj 6}
these reserves is available upon request.

18. Revaluation Reserve

This reserve contains the gains made by the Council arising from increases\n the)value of its
property, plant and equipment assets, heritage assets and frozen gains reNqv nt assets
(incurred prior to the assets being classified as investment asset

The balance is reduced when assets with accumulated gains are:
e revalued downwards or impaired and the gains are lost;
e used in the provision of services and the gains

» disposed of and the gains are realised.

The reserve contains only revaluation gains acgun
reserve was created. Accumulated gains aristag befq
balance on the Capital Adjustment Account.

ated since 1 April 2007, the date the
at date were consolidated into the

201819  2017/18
£000 £000

Balance as at 1 April (20,511)  (20,211)
Upward revaluation of assets (2,858) (3,148)
Downward revaluation of assets and impairment fosses not charged to the deficit 5,722 2,501
on the provision of services in the-Go nsive Income & Expenditure
Statement
Sub Total 2,864 (647)
Write down re gains deri piation differences, between historic costs 258 347
and current value
Write down of accumulated gai disposed assets 117 0
Balance as at 31-March (17,272)  (20,511)

Account absorbs the timing differences arising from the different
unting for the consumption of non-current assets and for financing the
uction or enhancement of those assets under statutory provisions. It is

with the amounts set aside to finance the costs of acquisition/enhancement. The
50 contains accumulated gains/losses on assets pre-dating 1 April 2007.
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2018/19 2017118

£000
Balance as at 1 April (36,287)
Reversal of items relating to capital expenditure debited or credited to the
Comprehensive Income & Expenditure Statement:
Depreciation of tangible non-current assets 1,187
Amortisation of intangible assets 40

Write down revenue expenditure funded by capital under statute (REFCUS) 2,178
Revaluation losses — impairment to Comprehensive Income & Expenditure 4,574
Statement - other assets

Revaluation losses — impairment to Comprehensive Income & Expenditure
Statement — investment assets

U%V_

Revaluation - reversal of prior losses or impairments — other assets (20

Revaluation (gain) to Comprehensive Income & Expenditure Statement — 102) (1,000)
investment assets

Disposal & derecognition of assets — write out of notional gross book value 101
Write out of long-term lease liability 0 (80)
Recognition of donated asset 0 (201)
Write down of Revaluation Reserve:

Write down of Revaluation Reserve depreciation (gains) (258) (347)
Write down of Revaluation Reserve accumulated gains on disposgd (116) 0
Capital financing applied in the year:

Capital financing — capital receipts (438) (70)
Capital financing — Government grants and external contrj ns (2,382) (2,904)
Capital financing — capital reserves (359) (241)
Minimum revenue provision (438) (216)
Write down of financing long-term debtors 89 66
Balance as at 31 March /2 (32,274)  (36,287)

20. Collection Fund Adjustm count

\(LAMIT) Property Fund. The fair value is based on public price
arket for this financial instrument and without this investment
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Expenditure Statement as the benefits are earned by employees. However, statutory

arrangements require benefits earned to be financed as the Council makes employer’s
contributions to the Kent Pension Fund or eventually pays any pensions for which it is direct)y
responsible. The debit balance on the Pensions Reserve therefore shows a substantial

shortfall in the benefits earned by past and current employees and the resources the Coy
has set aside to meet them. The statutory arrangements will ensure that funding will haye
been set aside by the time the benefits come to be paid. Details on the movement i
are shown on Note 8 under Pension Assets and Liabilities Recognised in the Balance S

Long-Term Spending - Capital

23. Property, Plant and Equipment Assets

. %
Operational Assets Non-OWs Propl?:;!
Classification Assets rplus Plant &
Land & Vehicles & Infra- Comm- der Land &| Equipment
Buildings Equipment structure  unity Leased| Constructigh ~Buildings Assets
£'000 £'000 £'000 £000 £'000 £'000 £'000
Cost or Valuation
At 31 March 2018 | 46,973 6,574 2,244 5,506 8,297 499 70,760
Additions 3,526 266 430 180 0 > 12,191 0 16,593
Revaluations (8,147) (94) 0 0 0 94 (8,147)
Disposals (61) (312) 0 0 6 0 0 (379)
Reclassified 2,819 0 0/ N\ 0 (3,649) 826 0
At 31 March 2019 | 45,110 6,434 2,674 5,690 \§61 16,839 1,419 78,827
Accumulated Depreciation and Impairments N
At 31 March 2018 (997) (5,188) £55) (565) (667) 0 0 (8,172)
Depreciation (741) (324) (81) 0 0 0 (1,187)
Impairment
losses/(reversals) 833 0 0 0 0 927
on revaluation
Disposals 0 A 0 6 0 0 314
At 31 March 2019 96) (646) (661) 0 0 (8,118)
Net Book Value
at 31 March 2019 44,2 1,878 5,044 0 16,839 1,419 70,709
Net Book Value
at 31 March 2018 45, 1,489 4,941 0 8,297 499 62,588
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Comparative movements in 2017/18:

Operational Assets Non-Operational Assets
Classification Assets  Surplus
Land & Vehicles & Infra- Comm- Under Land &
Buildings Equipment structure unity Leased| Construction Buildings
£'000 £'000 £'000 £'000 £'000 £'000 £'000
Cost or Valuation
At 31 March 2017 | 47,297 6,724 2,224 5288 1,265 678 627 4,103
Additions 211 539 20 167 0 8,600 > 9,537
Revaluations (1,468) (689) 0 0 0 0 (2,060)
Disposals (22) 0 0 0 (598) 0 0 (620)
Reclassified 955 0 0 51 0 %\ 229) (200)
At 31 March 2018 | 46,973 6,574 2244 5506 667 | . 8297\ 409 | 70,760
Accumulated Depreciation and Impairments
At 31 March 2017 (891) (5,587) (713)  (488) (1,185) v 0 (8,864)
Depreciation (838) (290) (42) (75) 0 0 0 (1,245)
Impairment
losses/(reversals) 729 689 0 0 0 0 1,418
on revaluation
Disposals 1 0 0 18 > 0 0 519
Reclassified 2 0 0 /[2) 0 0 0 0
At 31 March 2018 (997) (5,188) (755)(/ /QG\S)\ (667) 0 0 (8,172)
Net Book Value
at 31 March 2018 45,976 1,386 1,489 4,941 0 8,297 499 62,588
Net Book Value
at 31 March 2017 46,406 1,137 /1\ 1 4,800 80 678 627 55,239
A4

The increase in Assets Under Con gtion is to the construction of the multi-storey car

d malntenance brlnglng mto doubt the useful lives aSS|gned to assets.
asgels

estipated that the annual depreciation charge for operational buildings
9,020 should the useful life of each property be reduced by one year.

uildings

Il of the §ouncil’s surplus assets have been revalued this year and the inputs used to
megasurg their fair value have been assessed as being within hierarchy Level 2 for valuation
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purposes (see accounting policies note for explanation of fair value valuation input levels).

This confirms that no significant unobservable inputs have been used in the valuation of the
Council’s surplus assets and that they are all valued to their highest and best value.

Significant changes in any of the judgements made on fair values could result in a
significantly lower or higher fair value measurement for these assets. If the value of

to the Comprehensive Income & Expenditure Statement.

24. Non-Current Asset Valuation

valuations performed at 1 January 2019 which
2019, but the result was that there were no ma
Parker, a member of the Royal Institution of Ch
the Council, reviewed both tasks.

The table below shows the progress of/thexolling programme of revaluation of the Council’s
non-current PPE assets:

PN

~ Total
Assets Property,
Date Valued Under Surplus Plant &
(or Acquired) Infra- Comm- Construc- Land & Equipment
at or up to: ildings Equjpment structure  unity Leased tion Buildings Assets
: £'000 £000 £'000 £'000 £'000 £'000
Historical cost 2,674 5,690 0 16,839 0 25,203
Previous years 0 0 661 0 0 3,969
2013/14 0 0 0 0 0 176
2014/15 0 0 0 0 0 2,078
2015/16 0 0 0 0 0 4,541
2016/17 0 0 0 0 0 2,457
2017/18 0 0 0 0 0 2,473
2018/19 0 0 0 0 1,419 37,930

Gr
at 3M\Warch 20 45110 6,434 2,674 5,690 661 16,839 1,419 78,827

undertaken a review of all assets that were valued before 2018/19 to ensure
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25. Impairment Losses

The Code requires disclosure by class of assets of the amounts for losses and impairments

and subsequent reversals, charged to the deficit on the Provision of Services and to Othe
Comprehensive Income & Expenditure (net total reversals being credited to the deficit).

These disclosures are consolidated in Notes 23 and 26, reconciling the movement ov
year in the asset balances for property, plant and equipment and investment properti

e

During 2018/19 the Council has recognised a net total loss of £4,297,490 in respect of
non-current assets (£1,103,450 recognition of losses in 2017/18). <_\
N

Property,
Plant & 201718
Equipment Investment B9 Restated
Assets Assets al Total
£000 £°000 000 £000
Revaluation — increase recognised in deficit on 85 82
Provision of Services (reversal prior loss/impairment)
Depreciation written out to the deficit on Provision of 122 54
Services (reversal prior loss/impairment)
Total Reversal Prior Loss/Impairment (gain) 207 136
Revaluation — decrease recognised in the deficit on (1) (4,744) (2,132)
Provision of Services
Depreciation written out to the deficit on Provision of 0 170 707
Services
Total Losses and Impairments (11)  (4,574) (1,425)
Revaluation — increase recognised in deficit on 0 102 955
Provision of Services
Revaluation — decrease recognised in deficit 0 0 (32) 0 (32) (769)
Provision of Services
Net Total (Loss)/Reversal-Gain Debited/(Credited) (4,356) 70 (11)  (4,297) (1,103)
Deficit on Provision of Services
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Property Movement£ Explanation
Property, Plant & Equipment and Held for Sale assets:

Faversham Swimming Pool (2,175,420) Recognition of existing lease granted to charity for asset whi
has 35 years outstanding.

Former Bus Depot land, East (931,090) This land was purchased in 2018/19. The valuation,Avhich mus

Street, Sittingbourne be based on its current use for vehicle storage and pa
not reflective of the greater potential value whep-d

Vacant Land, Minster Cliffs (170,000) KCC demand for S106 developer's contribuio
development has reduced sale value of lanch

8 other properties (11 assets), (191,270)

average £23,910

(3,467,780) &

Five Investment properties incurred gains totalling £101,450, the Qreatest-gains being on
properties at Gas Road, Milton, namely the Open Storage site and % ent Auto
Salvage, the gains being £47,900 and £32,550 respectively. Three athey/properties (three
assets) incurred gains of an average of £7,000 per asset.

26. Investment Properties

The following items of income and expensg have been included within Financing and
Investment in the Comprehensive Inc &Expenditure Statement:

DY 201819 2017/18

Restated

£000 £000

Rental income from investment pyope (244) (240)
Direct operating expenses aW in properties 593 24

0
Net (Gain)/ Loss /m> A\ 349 (216)

The net gain on reva n tment properties in the year was £69,670 (£185,630 gain

ed prior losses of £47,900, additional gains of £53,550 and
ent property was sold in 2018/19, the Open Storage Site on
alue £47,900. The Council’s entire investment property portfolio
ierarchy Level 2 for valuation purposes (see accounting policies
ir value valuation input levels).

g categorised as Level 2 in the fair value hierarchy. In estimating the fair value
cil’'s investment properties, the highest and best use of the properties has been
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Significant changes in any of the judgements made on fair values could result in a
significantly lower or higher fair value measurement for these assets. If the value of the
Council’s investment assets were to reduce by 10% this would result in £0.346m being
charged to the Comprehensive Income & Expenditure Statement.

27. Assets Held for Sale

Further to the approval by Cabinet in 2017/18 that two freehold sites be disposed of by

vacant land at Frognal Gardens, Teynham, remains unsold. It is still the ing

land.

benefit derived from this expenditure, it is treated ag.r
Comprehensive Income & Expenditure Statemenyi

Grant Area Fundi rovider

Professional fees highways works
Housing repair grants

Winter warm grants

Shared Information Technology servicg
Coastal monitoring
Queenborough causeway pt County Council

Private Developer / Swale
Borough Council

Dolphin Barge museum

Highways works Sitting Kent County Council

Home renovation grants Ministry for Housing,

Communities & Local
Government
Total O /)

201819 201718
£000 £000
0 66

4 7

20 0

38 80

42 57

60 0
105 0
364 513
1,545 1,328
2,178 2,051

£
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29. Commitments under Capital Contracts

The contractual commitments at 31 March 2019 totalled £21,673,100 (£31,789,330 in
2017/18). The major commitments were:
o £14,724,790 Sittingbourne Town Centre regeneration works (including the new m

and multi-storey car park),

e £3,676,730 Housing repair grants, %
e £1,351,490 Faversham recreation ground improvements,

e £639,370 Swallows leisure centre refurbishments,

e £226,000 Open spaces play equipment,

e £201,350 Mill Project Sittingbourne Skate Park, @

e £163,970 Minster Leas promenade resurfacing, and
e £150,000 Play improvements.

30. Capital Expenditure and Capital Financing

The table below shows the total amount of capital expenditure incurred id the year, together
with the resources that have been used to finance it. Where capital exgenditure is to be
financed in future years by charges to revenue as assetgare d by thé Council, the

expenditure results in an increase in the Capital Finan¢ing Reguirement, a measure of the
capital expenditure incurred historically by the Councillthat has yet|to be financed.

N~ 2018119 2017/18
£000 £000
Opening Capital Financing Requirement 12,511 4,530
Add adjustment for embedded lease assets 0 (79)
Restated Opening Capital Financing Requir t 12,511 4,451
Total capital investment 18,791 11,455
Add long-term debtors — loans 80 36
Sources of Finance:
Capital receipts (see Note 15) (438) (70)
Government grants & external confributions (2,382) (2,904)
Sums set aside from revenue:
Direct revenue funding (359) (241)
Minimum revenue provjsior (438) (216)
Total Sources of Finance (3,617) (3,431)
Closing Capital Finaneing'R : 27,765 12,511
Explanation of Movements in
Capital expendijure
operational 15,692 8,276
(Reduction) (438) (216)
Total Ingfease ¥ 15,254 8,060
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Creditors and Debtors

31. Long-Term Creditors
As consideration for the extension of a current lease of 99 years, tenants have paid t
Council a premium of £60,000.

32. Short-Term Creditors //_\\

Central Government bodies

Other bodies

Other local authorities

Business Rates — KCC and Kent Fire shares
Business Rates - pool share

Waste and cleansing contracts

Other

Total

As such the closing balances on the Business Rat ¢
Preceptors only, as opposed to Preceptors and ent in 2017/18.

33. S106 Deferred Revenue Receipts

Section 106 (S106) of the Town and Count
Highways Act 1980 permits local planniyig authorities to enter into enforceable ‘planning
obligations’ with landowners and/or dgvelopers. Each agreement has a deed setting out its
purpose. Each agreement has beenexaminedtq determine when assets and liabilities need
to be recognised on the Balance > por income’ should be recognised. These sums
represent monies received from/developers,as part of an agreement to maintain a designated
piece of land, typically for leisurg purposes, split between short and long-term use.

Planning Act 1990 and Section 278 of The

O
v

phased capital expendity
contract. e SounciN

ent was taken out for £250,000 in 2009/10 to purchase various
Swallows Leisure Centre. Under the terms of the agreement, the
mitted to make regular monthly payments for ten years to cover this sum
associated financing costs. The contract is due to end in 2019/20.
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31 March 2019 31 March 2018
£'000 £'000
Due within one year (short-term creditors) (140) (1 2?«>
Due after more than one year (long-term liabilities) 0 Y%
Total (140) A2
35. Capital Grants and Contributions Y %

The Capital Grants and Contributions account is a creditor account used for grantsa
contributions where conditions are outstanding. It is used for the funding of fut

facilities provided as part of an agreement with developers.

1 April 2018 Expenditure
£000 £000
Disabled facilities grants (1,077) 1,677
Sittingbourne Town Centre grant 0 364
Other (299) 61
S106 held for third parties (1,418) 2,064
$106 Capital Funding:
Housing (180) 44) (324)
Play areas (273) (12) (202)
The Meads Community Centre (31) 0 (31)
Open spaces (292) (110) (229)
Town centre improvements (184) (1) (115)
Easthall Farm Community Centre (3) 3 0 0
Other (55) /"N O\ 126 (205) (134)
Total (3,812) 4;&1 (5,753) (4,944)
31 March 2019 31 March 2018
£'000 £'000
Due to spend within one year (short-term credi (257) (311)
Due to spend in more than one year (I?ﬂg//-jrﬁ liabilities (4,687) (3,501)
Total (4,944) (3,812)
In 2018/19, the Council did re W 06 grants to developers (£300,325 was repaid in

2017/18).
36. Provisions

urer, Municipal Mutual Insurance (MMI) declared that it
ich is similar to a company going into administration. Control

ade a provision of £3,985,000 for business rate appeals based on its best
dctual liability as at 31 March 2019. £2,057,000 has been identified as a
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37. Long-Term Debtors — Other

Long-term debtors are those that fall due after a period of at least one year. />
31 March 2019 31 March 2
£000 0
Housing repair loans 2,124 2,3
Rent deposit scheme — gross debt 70 9
Rent deposit scheme — allowance for impairment of debts (62) b
Assisted car purchase loans 128
Opportunities for Sittingbourne 118
Faversham Town Football Club 45
Queenborough Harbour Trust 32
Borden Sports Limited <28\
Other long-term loans 2
Total ~_ 2,495
38. Short-Term Debtors xv

31 March 20919 31 March 2018
‘000 £000
Debtors

Central Government bodies 2,168 3,031
Other local authorities 5,465 3,255

National Health Service (NHS) bodies @ 0 43
Other bodies

Housing benefit overpayments 2,476 2,662
Council tax payers 1,168 1,014

Business rate payers 990 774

Other 1,552 891
Total Debtors 13,819 11,670
Impairment for Doubtful Debt

Bodies external to general Government

Housing benefit overpayments (1,469) (1,501)
Other (1,384) (1,185)
Total Impairment for Doubtful Debt (2,853) (2,686)
Net Short-Term Debtors }5 ~ 10,966 8,984
b

The increase in debt is
Business Rates Pilo

due from Maidstone Borough Council from the

ptS provision for debt impairment is based on the recovery action,
id to date, and the age of the debt. Further details for council tax
5 can be found within the Collection Fund Note 49.
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doubtful debts would require an additional £16,000 to be set aside for every 1% reduction in
collection rates.

39. Cash and Cash Equivalents

31 March 2019 31 March @m
£000 00

Cash (overdrawn) by the Council (1,207) 42
Money market funds (see Note 41 Table 4) 17,990 16,8 >

Total Cash and Cash Equivalents 16,783/ /9,393

The Council’s bank balance had a surplus of £34,855 at 31 March 2019, b
overdrawn in the above note because it includes payments which had bee
expenditure in the Council’s accounts, but which had not yet been cleared as nts'to the
bank account.

Leases

40. Leases

The expenditure charged to the Cost of Servi
Statement during 2018/19 in relation to these leases w

41,154 (£41,830 in 2017/18).

Disclosures in Relation to Operati eases — Council as Lessor

The Council holds a number of o%g leases with third parties.

Main Classifications of Usage of Operating Leases with Third Rentals ;3)1'27’1'; Rentals ;3){3?1';
Parties

£000 £000
Business premises 367 349
Industrial units 112 11
Other 94 80
Total % 573 540

\ N

Future Minimum Lease Payments)Under Non-Cancellable Leases 2018/19 2017118
in Future Years £000 £000
Not later thary 101 89
Later than 1°year natr than 5 years 124 124
Later th@i 348 327
Total 573 540

N
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Financial Instruments

41. Financial Instruments

The use of these notes are primarily for those with whom the Council invests and fro om
the Council borrows, rather than the lay reader and therefore if you require further d
please contact the Finance Department directly on finance@swale.gov.uk

a) Financial Instruments — Classifications

A financial instrument is: “Any contract that gives rise to a financial
and a financial liability or equity instrument of another entity”.

b) Financial Instruments — Balances

recognition of the impairment of financial asset
transitional provisions in IFRS 9 to not restate

been changed. However, for this note, fi
new IFRS 9 categories, So assets previ

of IFRS 9.
Table 1

Financial Liabilities V Long-Term Current
2018/19 2017/18 2018/19 2017/18

£000 £000 £000 £000
Lease liabilities 0 (140) (140) (183)
Cash and cas 0 0 (1,207) (1,422)
Loans from gth horities (5,000) 0 (5,000)
Other cre to 0 0 (3,565) (1,847)
Total Fi (5,000) (140) (9,912) (3,452)
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Table 2
Financial Assets Long-Term Current
2018/19 2017/18 2018/19 17118
£000 £000 £000 0
Amortised Cost
Housing interest free loans 2,124 2,143 0 >
Employee car loans 128 137 0 0
Mortgages 5 5 0
Short-term investments 0 0 0 6,000
Other debtors 238 228 1,7 704
Fair Value Through Profit and Loss
Money market funds 0 0 1799 10,815
CCLA property fund 3,046 3,000 /U 0
Total Financial Assets 5,541 5,513 19,165 ) ) 17,519
The amortised cost assets are shown net of a loss allowance refl tafistical

to the Council’s historic experience of default and to adjust for current

conditions. Amortised cost assets that have not been impaired are £2.9v (£8.6m, 2017/18).

c) Employee Car Loans

2018/19 (34 in 2017/18).

The Council had loans for car purchase to, ;
and anunsubsidised rate for such loans

The interest charged on new loans is 1.
would have been 2.50%.

d) Gains and Losses on Financial Instruments

The gains and losses recognisg e Comprehensive Income & Expenditure
Statement under Financing angd/in sent Income and Expenditure are as follows:

Table 3 //? (\
\) 2018/19 2017/18
£000 £000

Financial Liabilities

Interest costs on leases 41 95
Interest costs on loan 17 0
Financial Assets - Intere
Amortised cost: fixed term deposits and call accounts 8 (43)

)
Fair value thro rofit and Jogs: money market funds and CCLA (281) (215)
Gain from change~n Fair ¥a (47) 0
Net (Gain) f r@ey\ (278) (203)

0 sets and Liabilities

instruments assets which are classified at amortised cost and financial

s liabilities are carried in the Balance Sheet at amortised cost. Financial
ts which are not classified at amortised cost, are carried in the Balance
at fair value. For money market funds and the CCLA property fund, their fair
e is taken from the market price. The Council has invested £3m in the CCLA
IT Property Fund which is carried in the Balance Sheet at its fair value as at 31
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March 2019 of £3.046m, the difference being posted to the Pooled Fund Adjustment

Account. When comparing the Balance Sheet value of financial instruments valued at
amortised cost to what their value would be at fair value, the only difference is for the
two external loans whose fair value at 31 March 2019 is £10.026m.

f) Nature and Extent of Risks Arising from Financial Instruments

The Council’s activities expose it to a variety of financial risks. The Council’s©
risk management programme takes account of the unpredictability of finangi

services. Risk management is carried out under policies approved by
the annual Treasury Management Strategy.

The 2018/19 Treasury Management Strategy was approved by Council on 21 February 2018

and can be obtained from the Council’s website usingyfoH@L(itrlg link:
https://www.swale.gov.uk/assets/Finance/Treasury-Mariagement\Strateqy-2018-19.pdf

The Council provides written principles for overall rigsk age as well as written policies
within its Treasury Management Strategy covering tie followirng risks and the investment of
surplus cash balances:

e Credit Risk — the possibility that other parties
Council;

ail to pay amounts due to the

e Liquidity Risk — the possibility Council might not have the funds available to
meet its payment commitments; andy

inancial gain or loss might arise for the Council
arket prices, foreign currency exchange rates,

ed’by the Council’s maximum exposure to property
in commercial property prices would result in a

terparties using a number of risk management techniques. Principal
e evaluation of counterparty risk, which uses a combination of credit ratings
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The Council seeks to reduce counterparty risk by adjusting the maximum amounts that may

be invested with institutions. The details can be found in the Council’s Treasury Management

Strategy.

The table below summarises the Council’s investment and borrowing portfolio at 31 Mar
2019. All investments made were in line with the Council’s approved credit rating crite t
the time of placing the investment, and still met those criteria at 31 March 2019.

Table 4 Q

Counterparty Balance Invested at
31 March 2019 £°00
(MMF = Money Market Funds) Fair Upto Greater
Long-Term Value 1 than 3
Rating Level month months
Lloyds Bank A+ 2
HSBC Bank AA- 2
Total Short-Term Investments
Invesco MMF AAAmmf 1
Goldman Sachs MMF AAAmMMf 1
BNP Paribas MMF N/A 1
Morgan Stanley MMF AAAmMmf 1
Black Rock MMF AAAmmf 1 3,000
Aberdeen MMF AAAmMmf 1 3,000 0
Amundi MMF AAAMmf 3,000 3,000
Total Cash & Cash Equivalents 17,990 10,815
CCLA Property Fund 1 0 3,046 3,046 3,000
Total Long-Term Investments 20 3046 3,046 3,000
Total Investments 17,990 3,046 21,036 19,815
London Borough of Hammersmith & Fulham L4 2 (5,000)  (5,000) 0
Wycombe District Council Loan 2 (5,000)  (5,000) 0
External Loans (10,000)  (10,000) 0
The long-term rating is the ben ure of probability of default. The default based

current market conditions j$ pil. the estimated maximum exposure to default is nil

as at 31 March 2019 (ni

The reduction in sho
programme.

The ratings above-are fr h credit rating agency. A description of the grading is

provided belg

gh credit quality. Expectation of low default risk. The capacity for
payment of financial commitments is considered strong.

AA- Investments are judged to be of a high quality and are subject to very
low credit risk.
A Funds have very strong ability to meet the dual objectives of providing

liquidity and preserving capital.
scription of the fair value level rating is given below:
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e Level 1 inputs - quoted prices (unadjusted) in active markets for identical assets that
the Council can access at the measurement date.

e Level 2 inputs - measurements other than quoted prices included within Level 1 that
are observable (e.g. they can be measured or found from existing data and recor
the asset, either directly or indirectly.

The Council’s Relationship with Other Organisations

42. Related Parties

responsible for providing the statutory framework withi ich the Council operates, providing
funding in the form of grants and prescribes the terms jof the transactions that the
Council has with other parties (e.g. council tax bills, busin i its). Un-
Note 12.

Members and Officers
The total of Members allowances pai

works or services were commissior

members of the families of Me
Interests” which is open to publi

There has been an apprg ected Members and senior management seeking from them
a declaration that neithé ofr close family nor anyone in the same household have
been involved in any/ma ansactions with the Council. Returns were received in respect

of the 2018/19 financia embers and senior officers and there were no
transactions considered o '
Accounts.

Inciltors on the Trust’s Board until May 2017. From 1 April 2018 a new company
n Swimming Pools Management Committee Ltd (FSPMC Ltd) commenced
Two councillors remained on the board for 2018/19 but no longer represented
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Swale Borough Council. The Council therefore has no influence or control and mention of
FSPMC Ltd will be removed from the Council’s Statement of Accounts from 2019/20.

43. Group Accounts

The Code contains detailed requirements for the production of group accounts and a

Three interests were identified and details of these are set out below:

» Faversham Pools operated as an unincorporated charity in 2017/18 with
Council councillors on the Trust’s Board until May 2017. From 1 April 2

and mention of FSPMC Ltd will be removed from the Council’s
from 2019/20.

» Opportunities for Sittingbourne Ltd — is a company set up betweemthg Council and Spirit
of Sittingbourne LLP (Spirit of Sittingbourne being a venture betweer the Council and a

Opportunities for Sittingbourne Ltd was incopporated i ary 2015 (Company Number
09400214) and complies with all relevant Qompanies House requirements. The Council’s
interest in the entity has been assessed to be non-sqQntrolling but having a significant
influence and so needs to be accounte@or as an Asstciate. Further information on the
Company is on the Companies Ho%site
https://www.gov.uk/government/orgapisations/companies-house

e PSP Swale LLP (Company Numb ) - This partnership was registered on 8
in partnership with PSP Facilitating Limited, who
ip. The Partnership other than the required

out any transactions throughout the 2018/19

administrative returns etg~did
financial year. Further informat e Company is on the Companies House website
https://www.qov.uk/ggVv rn e t/o;:ganlsatlons/companles house

act as the administrators for

As at the end of 201 h ot stment in these entities has been assessed as immaterial
and the Council has d id roup accounts are not required.
Further Adjustm etween Accounting Basis and Funding
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2018/19 Usable Reserves
General Capital Capital  2018/19
Fund Receipts Grants Unusable
Balance Reserve Unapplied Reserves
£000 £000 £000 £000
Adjustments to Revenue Resources
Pension costs (1,783) 0 0 1,783
Financial Instruments Adjustment Account 0 0 0 0
Pooled Fund Adjustment Account 47 0 0
Council tax and business rates 2 0 0
Holiday pay 0 0 0 0
Capital grants moved to Capital Grants Unapplied 81 0 (81) 0
Reversal of entries for capital expenditure (7,710 0 VAN 1
Total Adjustment to Revenue Resources (9,363) 0 ( \%4
Adjustments Between Revenue & Capital Resources
Transfer of cash sale proceeds from non-current assets 516 (722) 206 0
to Capital Receipts Reserve (CRR)
Statutory provision for financing of capital investment 438 0 (438) (216)
(MRP)
Capital expenditure charged to the General Fund 281 (359) (241)
Total Adjustments Between Revenue & Capital 1,235 : (591) (457)
Adjustments to Capital Resources
Use of the CRR to finance capital expenditure 0 (438) (70)
Capital Grants used to finance capital expenditure 3 0 0 (2,382) (2,904)
Transfer of deferred sale proceeds A 0 0 0 14
Total Adjustment to Capital Resources %,332\/438 0 (2,820) (2,960)
Total Adjustments ~__ (5,746) (284) (3) 6,033 3,851
45. Expenditure and Funding A}zélésis 2017/18
201718
Net
Budget Expenditure
Service Departments Respon- Accounting
Capital Pension  sibility  Other Basis
£000 £000 £000 £000 £000
Chief Executive 27 58 2 0 457
Policy 0 44 10 (1) 259
Economy and Communitie 967 226 32 (29) 3,417
Communications 0 35 14 0 326
Resident Services 7 464 394 (2) 1,936
Planning 0 277 187 (1) 1,432
Commissioning 8 1,368 269 (41) (1) 6,668
Directors 150 64 7 1 452
85 0 (385) 0 820
0 0 0 1 175
1 14 6 0 513
0 116 48 253 1,186
0 0 9 1 324
0 224 (137) 0 632
14 64 32 (1) 1,053
28 88 (172) 275 782
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201718
Net
Expenditure Budget
Service Departments Reported to Respon-
Cabinet Capital Pension sibility
£000 £000 £000 £000
Regeneration 142 0 1 1
Corporate ltems 1,811 0 0 (231)
Cost of Services 17,293 2,647 1,944 (224)
Financed by council tax, business rates & (18,006)
grants
Surplus in Year (713)
General Fund balance at 1 April 2017 (4,874)
Surplus in year (713)
2016/17 approved rollovers 892
General Fund Balance at 31 March 2018 (4,695) / T~—_

The left hand column shows the final spend for the year as reported t & ~The middle
columns show changes that have to be made to the figures reported to akiinet in order to report
the Council’s expenditure on an accounting basis which is shown in the cglymn on the right.
This table reflects the management structure used in Cabip@ét reports during 2017/18.

The table below reconciles the Cost of Services to the Surp e|Provision of Services on

the 2017/18 Comprehensive Income & Expenditure/S'?ae

Net
Expenéz?e% Budget Expenditure
2017118 Reported to Respon- Accounting

abinet Capital Pension  sibility Other Basis
£000 £000 £000 £000 £000 £000
93 2,647 1,944 (224) (1,084) 20,576
) (1,478) 1,751 0 1,854 (19,174)

Cost of Services
Other Income and Expenditure

Deficit on Provision of Services (4, 0\68) 1,169 3,695 (224) 770 1,402
Adjustments from Accounting Basis (\ 3,295 (1,169)  (3,695) 224 (770) (2,115)
Surplus in Year ) ] (13 0 0 0 0 (713)

Collection Fund

ed to the General Fund under statute is the Council’s precept or demand for
minus the Council’s share of the (surplus)/deficit on the Collection Fund for the
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Surpluses and deficits declared by the Council as the billing authority in relation to the Collection
Fund are apportioned to the relevant precepting bodies in the subsequent financial year in their
respective proportions.

The council tax and business rate income included in the Comprehensive Income & Expend
Statement is the Council’s share of the Collection Fund’s accrued income for the year. TH
difference between this value and the amount required by regulation to be credited to t
General Fund is taken to the Collection Fund Adjustment Account via the Movement in

and collects business rates on behalf of the Government, KCC and Kent Fire a
Service. Parish precepts are paid from the Council’s General Fund and are ¢is
face of the Comprehensive Income & Expenditure Statement.

VAN
. Note Business Rates CounciNax Total

Collection Fund 2018/19 e \”%)/ o
Income
Council tax receivable 47 0 WQ 0 (79,029)
Business rates receivable 48 (90,863) 0 (50,863)
Transitional protection payments (587) 0 (587)
Total Income 1 \¢79,029) (130,479)
Expenditure
Precepts, demands and shares:

Swale Borough Council 9,075 27,932

Kent County Council 57,665 86,324

Kent Fire and Rescue Service 3,518 3,990

Kent Police and Crime Commissioner 7,881 7,881

Sub Total 47,988 78,139 126,127

Cost of collection 181 0 181
Other transfers to General Fund 394 0 394
Allowance for debt impairment 9 365 585 950
Allowance for appeals impairment 50 1,747 0 1,747
Sub Total 2,687 585 3,272

Contribution towards previous yeaf’s(Collection\Fund surplus:

Central Government 162 0 162
Swale Borough Council 130 178 308
Kent County Council 29 1,104 1,133
Kent Fire and Rescue Servi 3 69 72
Kent Police and Crime mi S 0 147 147
Sub Total 324 1,498 1,822
Total Expenditure 50,999 80,222 131,221
(Surplus)/Deficj eme Year 46 (451) 1,193 742
(Surplus) a (273) (1,416) (1,689)
Prior Year Adjus 2 0 2
Revised(@ég{uMé at™VApril 2018 46 (271) (1,416) (1,687)
(Surplus) at31 March.2019 46 (722) (223) (945)

The surptus foyBusiness Rates at 1 April 2018 has been restated by £2,000 due to a prior year
tment.
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. Note Business Rates Council Tax Total
Collection Fund 2017/18 £000 £000 £000
Income
Council tax receivable 47 0 (74,156)

Business rates receivable 48 (47,751) 0
Sub Total (47,751) (74,156)
Expenditure

Precepts, demands and shares:

Central Government 22,044

Swale Borough Council 17,636 8, 56

Kent County Council 4,790 53,400 3

Kent Fire and Rescue Service 441 :f%&

Kent Police and Crime Commissioner 0 71 7,119
Sub total 44,911 ﬁ\> 117,322
Cost of collection 182 182
Transitional protection payments payable 35
Other transfers to General Fund 416 416
Allowance for debt impairment 49 529 957
Allowance for appeals impairment 30 1,402 0 1,402
Sub Total 2,564 \) 428 2,992
Contribution towards previous year’s Collection Fund surplus:

Central Government 0 1,224
Swale Borough Council 141 1,120
Kent County Council 867 1,087
Kent Fire and Rescue Service 55 79
Kent Police and Crime Commissioner /N0 0 116 116
Sub Total 2447 1,179 3,626
Total Expenditure I9,’§22 74,018 123,940
(Surplus)/Deficit Movement for the Year 217 (138) 2,033
(Surplus)/Deficit at 1 April 2017 (2,444) (1,278) (3,722)
(Surplus)/Deficit at 31 March 2018 _—— g (273) (1,416) (1,689)

Arrangements

2019 (£276,000 surplus i
Collection Fund Adjust

)) and is shown in the Balance Sheet within the
ote 20). Amounts relating to precepting authorities and
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2018/19 201819 201819 2017/18
Restated
Business Rates Council Tax Total Total
£000 £000 £000 '000
Central Government 27 0 27 1
Swale Borough Council (289) (26) (315) (
Kent County Council (453) (165) (618) 1,068)
Kent Fire and Rescue Service (7) (22)
Kent Police and Crime Commissioner 0 (10)
Balance at 31 March (722) (223)

47. The Calculation of the Council Tax Base

The Council Tax is primarily a property based tax and is calculated for a
property by dividing the net expenditure (to be met by the tax) of KCC,

Swale which is 46,590.79 (45,299.89 in 2017/18). This figure is the/equi nber of Band
her bands and
the fact that some of those properties may pay a reduced amount be f discounts. The

basic Council Tax payable for each band in 2018/19 is listed below:

Band Basic Tax Number of Band D
£ Equivalent Dwellings

A 1,101.45 3,997.90
B 1,285.02 9,251.15
C 1,468.60 12,251.06
D 1,652.17 9,617.51
E 2,019.32 6,129.14
F 2,386.4 3,285.41
G 2,753 1,867.80
H 3,304,34 190.82
Total 46,590.79

The detail to the calculation of th
January 2018 by using the followin
https://services.swale.gov.ukineeti

link:

u ciljzx base can be found in the report to Council on 24
s/iekistDocuments.aspx?MId=1918

Additional amounts are fér precepts levied by the Parish and Town Councils within

the Borough.

The level of non-pay
original anticipated income
parish precept) w

the taxbase of 46,590.79 at £1,677.13 (Band D plus average
2. The actual income was £79,028,575.

gtionary reliefs, the cost of income collections including losses and for the
rateable values resulting from appeals. The remaining amount for 2018/19
9%), and Kent Fire and Rescue Service (1%). The 2018/19 business rate
otiefs was £51,450,346 (£47,751,335 in 2017/18). Please note that this is the
or the Collection Fund and does not reflect the allocation of business rates as a

e Council being a member of the Kent business rates localisation pilot in 2018/19.
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The rateable value for the Council’s area at the end of the financial year 2018/19 was
£130,712,754 (£123,589,111 for 2017/18). The increase in rateable value is due to additional
businesses becoming rateable during 2018/19, the largest being an additional £4.7m for a
supermarket distribution centre.

The rate poundage set for 2018/19 was 49.3p (2017/18 was 47.9p). Small businesses e
lower rate poundage of 48.0p (2017/18 was 46.6p).

49. Debt Impairment

The following provisions have been made against the possible non-collection @
Fund debi:

2018/19 2017/18 ~2017/18

Business Rates Business Rates ouncil Tax

£000 £000 £000

Balance brought forward 1 April (1,469) (1,114 1, (1,496)
Less amounts written off 199 174 289
(Increase) in provision (365) (529) 85) (428)
Balance at 31 March (1,635) (1,469) \ \ (1,909) (1,635)
Swale Borough Council’s proportion (654) _—588) Vo (219) (193)

2017/18) of which debt one year old was £2.44
£2.2m and debt over five years old was £0.4m.

The provision for business rate debt impaiyment is based on an assessment of the likelihood
ancial year since 2003/04. The provision takes

absconders. At 31 March 2019,
in 2017/18) of which debt one ye

rates outstanding debt was £2.4m (£1.9m
1.2m, debt between two to five years old was

201819 201718

£000 £000

Balance brought forward™ (8,542) (7,760)
Less amounts charged to appea 327 620

(Increase) in proyisi (1,747) (1,402
Balance at m (9,962) (8,542)
Swale Borough €ounciFs\proportion (3,985) (3,417)

Amount§ refun M ing successful revaluation appeals are charged directly to the
Rate appeals. Any amounts refunded in excess of the provision will be
llection Fund.

78



Notes to the Core Financial Statements

forecast is based on the assumption made at national level of potential appeals amended to
reflect local circumstances and the likelihood of appeals.

Business rates appeals are particularly difficult to forecast and the outcome of appeals an
their financial impact on the Council are monitored regularly. If the number of properties
under appeal changes, the provision for appeals would require an additional £99,600 f
every 1% increase in total rateable value, under appeal.

51. Contingent Liability

Valuation Office are putting forward an appeal to the Supreme Court. No p v
made within the accounts for the appeal at this stage, given the uncertainti
case. However, it is estimated that the maximum impact could be in the
the Council’s Collection Fund, of which the Council’s share would he £0.2
case is successful.

©
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Accruals

The inclusion of outstanding debtors and creditors in the year’s income,

Amortised Cost

expenditure and capital expenditure. />
o

e

Amortised cost (in relation to financial instruments) is the carrying
on initial recognition plus the interest taken to income and expengi
less cash paid or received for both interest and principal.

Asset

sset
be

An item having value measurable in monetary terms. A nop~ n
has use and value for more than one year; a current asset’i expec
converted into cash within a year.

~

Capital
Expenditure

Expenditure on the acquisition of a non-current asset or
which adds to and not merely maintains the value©
current asset.

existi g non-

Capital
Financing

The raising of money to pay for capital expe
revenue financing, usable capital receipts, cap' a
contributions.

ing borrowmg,

Capital Receipts

The proceeds of the sale of capltal

Cash & Cash
Equivalents

The most liquid assets found with([n
Sheet.

K@?ortlon of the Balance

Code of Practice
on Local
Authority
Accounting in
the UK 2018/19
(The Code)

This specifies the principleS and practices of accounting required to
prepare a Statement ccounts whith presents “a true and fair view” of
the financial positio d transactions of the Council.

Collection Fund

A separate fun amtalh\’gy a billing council which records the
expenditurg ahd inc relatlng to Council Tax and Business Rates.

Community
Assets

on-c Wthe local council intends to hold in perpetuity, that
have mi € useful life and that may have restrictions on their

Comprehensive
Income &
Expenditure

Statement /\

0 d all the income the Council has received to fund the day-to-
diture on the services it has provided during the financial year.

Creditgr %

?n unts owed by the Council for works done, goods received or services
epdered before the end of the accounting period but for which payments
ave not been made by the end of that accounting period.

&
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Current Value

The value of a non current asset which reflects the economic environment
prevailing for the service or function the asset is supporting at the
reporting date. Current Value measurement bases include:

+ Existing Use Value defined in accordance with RICS Valuatjon

Professional Standards for assets providing service potentiaMo th

Council where an active market exists;

+ Depreciated Replacement Cost, for assets where they€ i
market and/or the asset is specialised; and

+ Fair Value, for surplus assets that are not being Lised to¢
services, but which do not meet the criteria to be_c '
either Investment Assets or Assets Held for /%ﬂe.

Amounts due to the Council for works done, good%c%%ervices
rendered before the end of the accounting pmrf payments
ing

Debtor
have not been received by the end of that acgo iod.
\/ -~
Depreciation The measure of the cost or revalued amount _of\ﬂsgngflts of the non-
current assets that have been consumed during t eriod.
The price that would be received t6 s€ll anasset or paid to transfer a
Fair Value liability in an orderly transaction bet % et participants at the
measurement date. />
Impairment A reduction in the value o@%ﬂxbelow its carrying amount on the
Balance Sheet.
A
Infrastructure Non-current assets se life is of indefinite length and which are not
Assets usually capable of/gggsold, such as highways and footpaths.

Intangible Assets

These are non- %cﬁh%s that do not have physical substance but

are identifiabfe controlled by the Council through custom legal rights
(e.g. software).

Internal
Borrowing

it Wspent which is not immediately financed through
eceipts ants, the Council’s underlying need to borrow (its

equirement) increases resulting in a Minimum
(MRP). When the Council reduces its cash balances

International

Flnanc!al O panies and organisations can follow when compiling financial
Reportin
Standar /y

KN
Investma Jn{erest in land and/or buildings in respect of which construction work and
P s development have been completed; and, which is held for its investment

potential, with any rental income being negotiated at arm’s length.

PR

Amounts which will become payable by the Council in the short or long-
term.

s
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A threshold quality ensuring that information is of such significance as to

Materiality justify its inclusion in the Statement. /S
g“er\'/';trg A charge to the Council’s General Fund balance to make provisionéﬂé

Provision (MRP)

repayment of the Council’s past unfunded capital expenditure.

Non-Operational
Assets

Non-current assets held by a local council but not used or cofisum
the delivery of services or for the service or strategic objective of

Council.
/\

~

Operating Lease

~
A lease where the ownership of the long-term asset remain W
lessor. <\

Non-current assets held and occupied, used or co

nWe local
Operational council in the direct delivery of those serviceg for which it ftas either a
Assets statutory or a discretionary responsibility or fo t@er icézor strategic
objectives of the Council.
The levy made by those authorities which do not rug‘'the local taxation
Precept system, e.g. county councils, on thds thoxities which do so, e.g.
districts, requiring them to collect the required\income from local

taxpayers on their behalf.

Property, Plant
and Equipment

nMS used in the provision of

e for longer than one year. The value
ife of the asset.

An asset that has physical
services and is expected {0
is depreciated over the estimate

VAN

A provision is mad en the Council has a present obligation as a result

Provision of a past event apd it is‘probable that the Council will be required to settle
that obligation.
N
rpluses and deficits over past years. Reserves of
Reserves ailable and can be spent or earmarked at the
Revenue

Expenditure
Funded from
Capital under
Statute

(REFCUS)

Useful E évr(z

e/period over which the Council derives benefits from the use of a non-
ent asset.

2

Life %

&>
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Acronyms Used:

~

CCLA Church Charities and Local Authorities /2
CIPFA Chartered Institute of Public Finance and Accountancy ,\O\
CPI Consumer Price Index \
CRR Capital Receipts Reserve / /\\\
FSPMC Faversham Swimming Pools Management Committee /\\\))
IAS International Accounting Standard \
IFRS International Financial Reporting Standards \\) /
KCC Kent County Council N~ —
LAMIT Local Authorities’ Mutual Investment Trust \\//\/
LGPS Local Government Pension Scheme TN
MIRS Movement in Reserves Statement ( ( \
MKS Mid Kent Services /2 ~~—
MMF Money Market Funds (/\
MRP Minimum Revenue Prows Y
PPE Property, Plant and Eﬂ(&éﬁ&{
REFCUS | Revenue Expendﬁursﬁundéj@ Capital under Statute
RICS Royal Institutior(o@hart@ Surveyors
RPI Retail Price’/Intlex
/\
S106 SectioAn@g\-/é/eé >l6}e 33
SMT StratégEMEm\g\\e/yént Team
VAT /Va\lue Ac/j@ 3ax

N

o
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Contacting Swale Borough Council

The Customer Service Centre deals with aii enguiries
across the Council; it should be your first stop when
contacting us.

Copies of this Statement of Accounts
for the year ended 31 March 2819
are available on the council website

Bluebells near Wormshill.
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