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Introduction

Introducing West Berkshire

West Berkshire makes up over half of the geographical area of the county of Berkshire -
covering an area of 272 square miles. It lies on the western fringe of the South East region,
centrally located, at a crossroads where the South East meets the South West and where the
south coast comes up to meet the southern Midlands.

The district lies at the convergence of two key roads — the M4 and the A34. Both provide
direct road links in all directions, with all the key urban centres in southern England (London,
Reading, Southampton, Portsmouth, Bristol, Oxford, and Swindon) within an hour’s drive.

The district has good rail links, with London less than an hour by train and further
connections, via Reading, to all the mainline routes throughout the country. The area also
has very good links to international transport hubs: Heathrow and Southampton Airport are
40 miles away, as are the ferry terminals in Southampton and Portsmouth, providing links
with the continent.

The district is primarily made up of chalk Downlands, loosely centred along the lower
reaches of the River Kennet, which rises in Wiltshire and flows through to join the Thames at
Reading. The flat floodplain of this river is bordered by fairly steep slopes on each side. Most
people within the district live within this valley. To the south, the land rises steeply to a line of
scarps which form the border with Hampshire. The majority of the district however, lies to the
north of the Kennet where the land rises to the Berkshire and Marlborough Downs. This is an
area of gently rolling chalk Downlands, classified as part of the North Wessex Downs Area of
Outstanding Natural Beauty (AONB). This area is famous for its involvement in horse racing.

The district is administered by West Berkshire Council. The council was created as a single
tier (unitary) authority after the dissolution of Berkshire County Council in 1998. The
boundary of the district corresponds with that of the former Newbury District Council.
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Narrative Report

Narrative Report

Introduction

The Accounts and Audit (England) Regulations 2015 require the council to produce financial
statements for each financial year giving certain specified information. The Narrative Report
accompanies the accounts and sets out to explain the most significant matters. To assist
readers, a glossary of accounting terms is included at the back of the Financial Accounts.

This Narrative Report is followed by:

The Annual Governance Statement which explains the arrangements the council
has for the governance of its affairs and for ensuring that there is a sound system of
internal control.

The Independent Auditor’s Report which gives the auditor’s opinion on the financial
statements and gives a conclusion on the council’s arrangements for securing
economy, efficiency and effectiveness in its use of resources.

The Statement of Responsibilities which sets out the respective responsibilities of
the council and the Head of Finance.

The Financial statements incorporate the following:

The Expenditure and Funding Analysis Statement shows how annual expenditure
is used and funded from resources. Income and expenditure accounted for under
generally accepted accounting practices is presented more fully in the
Comprehensive Income and Expenditure Statement.

The Comprehensive Income & Expenditure Statement which records all the
council’s income and expenditure within the year. The statement provides an analysis
of income and expenditure by directorate level and also shows details of corporate
transactions and funding. Expenditure represents a combination of services and
activities that the council is required to carry out by law (statutory duties) and
discretionary expenditure focused on local priorities and needs.

The Balance Sheet which shows the value as at the Balance Sheet date of the assets
and liabilities recognised by the council. The net assets of the council (total assets less
liabilities) are matched by the reserves held. Reserves are reported in two categories.
Usable reserves that may be used by the council to provide services or reduce local
taxation, subject to the need to maintain a prudent level of reserves and any statutory
limitations on their use (for example the Capital Receipts Reserve that may only be
used to fund capital expenditure or repay debt). Unusable reserves cannot be used by
the council to provide services. This category of reserves includes reserves that hold
unrealised gains and losses (for example the Revaluation Reserve), where amounts
would only become available to provide services if the assets are sold; and reserves
that hold timing differences shown in the Movement in Reserves Statement section
‘Adjustments required due to statutory accounting policies’.

The Movement in Reserves Statement which shows the movement in the year on
the different reserves held by the council, analysed into usable reserves which can be
invested into capital projects or service improvements and unusable reserves which
must be set aside for specific purposes.

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

e The Collection Fund Income and Expenditure Account, which records the council
tax and business rates transactions for the financial year and how they are
subsequently distributed.

Revenue Financial Performance 2017/18
Budget Setting

The council has continued to face reductions in its core grant funding leading to greater
reliance on funding from council tax and from local business rate generation. 2017/18 saw a
61% cut in Revenue Support Grant (RSG) for West Berkshire from the previous year. The
reduction in core grant funding will continue until 2020/21 when it will have reduced to just
1.5% of available funding.

Change in Core Funding
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The council has faced significant demand led pressure on its social care budgets and
needed to make additional budget investment in 2017/18 of nearly £4m. Investment was
made in adult social care for the transition of learning disability clients from children to adult
placements and for pressures relating to demand, complexity of need and prices. The
introduction of an Apprentice Levy has created a new pressure on both the Council and
individual schools’ budgets, and no additional funding was made available for this.

In 2017/18 West Berkshire Council increased council tax by 1.99% raising £1.6m and raised
a 3% precept on council tax to fund adult social care pressures raising an additional £2.5m.
This left a gap of £4.7m to be met from savings and income. The 2017/18 savings
programme included reductions in highways and drainage maintenance and road safety,
restructure of youth support, family resources, help for families and young carers service,
increases in highways fees and charges including parking and many others. During the year,
progress against savings is monitored and by year-end over 93% of this target was met with
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plans to achieve the ongoing target in full from 2018/19. Despite the economic and financial

challenges, the council has continued to deliver on the tasks that it set itself.
The council set a net revenue budget of £117.4m for the 2017/18 financial year, funded from
non-ring-fenced funds comprising council tax, Revenue Support Grant (RSG), retained
business rates, and other amounts including various smaller grants. Ring-fenced funding

forms part of the individual service budgets to which it relates.

Revenue Outturn
budgetary control in place across the council and our efficiency and effectiveness in the use

of resources available to the council. The final outturn was an excellent result in the context
of having to manage significant pressures during 2017/18 within its “demand led” services. At
quarter three, the council faced the prospect of a £860k overspend. By year-end, the overall
overspend had reduced predominantly due to underspends in both the Economy and
(Yellow Communities Directorate, green Economy and

The overall revenue outturn for 2017/18 was an overspend of £276k, which represents
Environment and Resources Directorates. The final outturn by Service is shown in the

0.23% of the net revenue budget. This demonstrates the sound financial management and

Environment Directorate, blue Resources Directorate and pink capital financing).

following graph and table.
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Communities Directorate

The Communities Directorate year-end revenue position was an overspend of £1,076k
against a net budget of £61m. Pressures were incurred on demand led budgets across Adult
Social Care, children’s placements and support for children with disabilities in Education
Services. The Adult Social Care outturn was an over spend of £446k, largely attributable to
commissioning rates continuing to increase above the rate of inflation. During the financial
year £1.89million of one off in year funding was utilised to support the budget, by releasing
service specific risk reserves and other one off funding. Significant investment has been
made into the 2018/19 budget as a result. Children and Family Services outturn was an over
spend of £226k after the release of £348k of one off funding from the Children & Families risk
reserve. The Education outturn was an over spend of £381k, as a result of demand on the
budgets for supporting children with disabilities, increasing costs for residential and
community care packages, and higher than expected costs of agency staff and social worker
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recruitment and retention payments. The remainder of the Communities Directorate was on
line.

Economy and Environment Directorate

The Economy and Environment Directorate year-end revenue position was an underspend of
£279Kk, against a net budget of £32m. Development & Planning under spent by £347k,
Transport & Countryside closed in a break even position and Public Protection & Culture had
a small over spend.

Resources Directorate

The Resources Directorate year-end revenue position was an underspend of £575k, against
a net budget of £13m. All services across the directorate generated underspends or a break
even position.

Capital Financing and Risk Management

The year-end position was an over spend of £54k. Net income on interest earned from
investments was below target because market interest rates remained very low throughout
the financial year 2017/18 and there was a shortfall against the target for cheques written
back. This shortfall was offset by lower than expected interest paid on long term loans to
fund capital expenditure.

Reconciliation between the management accounts and the financial accounting at year-end
is presented in Table 13.

Capital Financial Performance 2017/18

Funding

Where possible the investment in capital is funded from government grants, developers’
contributions, or through the sale of assets which the council no longer needs. However,
when there is not enough funding from these sources the council needs to provide its own

funds, mainly by taking out long term loans to help fund its capital investment.

The chart below shows how the council’s total capital expenditure of £38.0 m was funded.

Funding of Capital Expenditure 2017/18
4% B Council Funds (mainly from
borrowing) £22.2m
38%

B Government Grants £14.4m
58%

Developers/other
contributions £1.4m

No capital receipts from the sale of assets were used to fund capital expenditure in 2017/18,
as the Council exercised its power to make flexible use of capital receipts to help fund the
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transformation process, to make service delivery more efficient and to achieve future cost
savings. £2.13m capital receipts were used for this purpose in 2017/18.

Expenditure

The council needs to invest a certain amount of capital each year to make sure that its
assets (e.g. school buildings, roads, leisure centres) remain fit for purpose and in a good
state of repair. In 2017/18 the Council acquired some investment properties in order to
generate additional income for the Council, to help fund Council services. The chart below
shows the areas on which £38.1m capital was spent in 2017/18.

Capital Expenditure 2017/18 by Service

M Education Services £3.8m
4%
12% 10% .

9% B Cultural Environmental &

Planning £1.5m
26% Highways, Roads & Transport
399 Services £9.8m
B New investment property £14.9m

H Central Services to the public
£3.6m

Borrowing in 2017/18

In 2017/18 the council took out new long term loans of £31.9m from the Public Works and
Loans Board (PWLB) to fund capital expenditure and made principal repayments to the
PWLB of £4.8m, bringing its total PWLB loans balance to £159.7m. Payments of £0.6m
were made which reduced the level of debt embedded in the Private Finance Initiative (PFI)
contract. This brought the council’s total level of long term loans to £168.0m as at 31 March
2018 (excluding the £6.0m repayments of PWLB and PFI debt which are due to be made in
2018/19).

The council needs to take out short term loans to cover its cash flow needs due to a number
of peaks and troughs in cash balances throughout the year. The short term loans are
normally taken out for periods of less than one month. The cost of this borrowing is more
than offset by the interest earned by the investment of the council’s surplus cash in peak
periods. However, the council had no short term loans outstanding at the 31 March 2018.
The Council’s short term borrowing balance at 31 March 2018, therefore, consists entirely of
£6.0m repayments of PWLB and PFI debt which are due to be made in the financial year
2018/19.

The council had a revenue budget of approximately £10.38m in 2017/18 for repayment of
borrowing to fund capital expenditure. This amount will grow as a percentage of the council’s
revenue budget in the coming years, though at a relatively slow rate, as the amount of capital
spend planned to be funded from borrowing will decrease over the next five years.

One outcome of the national economic position is low rates of interest on borrowing from the
PWLB. This has enabled the council to borrow to fund for the capital strategy at a very low
rate. This also means that return on short term investments is also comparatively low.
However, as this council does not hold any long term investments, this is not a great
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significance compared to some other councils which hold larger investments and cash
balances.

Cash Flow

The amount of cash held by the council fluctuates throughout the year and within each
month, depending on the dates on which major government grants are received and when
large payments are made - in particular, weekly creditors payments and monthly salaries. In
general terms, funds are high on the first working day of the month when a large proportion
of council tax and government grant is received and low on the last working day of the month
when the majority of staff salaries are paid. The council’s overall funds are lower at the end
of the financial year, because most council tax is paid over ten months from April to January.
The average level of cash balances held by the council in 2017/18 was £22.7 million.

The amount of cash held by the council does not equate to the total usable reserves shown
on the council’'s balance sheet. This is because we have chosen to minimise the amount
borrowed to fund capital expenditure, by offsetting our borrowing needs against our
reserves. This is in order to minimise the revenue cost of borrowing and to avoid the risks
associated with investing large balances.

Each year we prepare a detailed short term cash flow forecast for the year ahead which
takes account of all forecast expenditure in line with the revenue and capital budgets,
revenue and capital related grants and other sources of income including future borrowing to
fund capital expenditure. We also maintain a longer term (25 year) forecast of future
borrowing to fund capital expenditure and the revenue costs of debt repayment. This takes
into account the need to borrow in the future to fund capital expenditure incurred in previous
years, which was offset against reserves (i.e. to repay internal borrowing) and the need to
repay maturity loans when they fall due.

Performance Measurement within the Council

The Council’'s Performance Framework describes the approach used to monitor progress
against the strategic and operational plans of the council. At the most strategic level key
accountable measures are used to monitor progress against the overarching aim to ‘Become
an even more effective council’ and each of the priorities for improvement included in the
Council Strategy 2015-2019:

Improve educational attainment

Close the educational attainment gap

Enable completion of more affordable housing
Deliver or enable key infrastructure projects

Good at safeguarding children and vulnerable adults
Support communities to do more to help themselves

The council has a formal quarterly process for measuring its performance against its
strategic objectives. Further details are provided in the section below on KPls. This is
coupled with a solid track record of financial management and delivery of its strategy against
a backdrop of significant financial savings being achieved to council services over recent
years.
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Key Performance Indicators of Progress in Achieving the Council’s Strategic
Objectives

At the end of March 2018 a total of 40 key accountable measures formed part of the
reporting framework which monitors the council’s progress against the high level strategic
priorities in the Council Strategy. At the time of producing this report data was available for all
40 measures and milestones.

Provisional end of year results were better than the expected targets for 25 measures
(62.5%) and were (RAG) rated ‘Green’. The remaining 15 measures (37.5%) have not
achieved the end of year targets or deadlines and were RAG Rated ‘Red’. This is similar to
the previous year’s overall result (64% of measures rated ‘Green’). The following table
highlights the performance achieved against each priority of the Council Strategy:

Final performance results, including the exception reports for the measures that have not
achieved their targets, will be available as part of the Quarter 4 Performance reports for the
Executive.
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Main Changes to the Core Statements and Significant Transactions in 2017/18
Fixed Assets

The former waste depot at Pound Lane, Thatcham was sold for £2.9m and the Council’s
interest in a shared ownership former council house was also sold for £0.1m. The freehold
of a number of public toilets, which were valued in total at £435,000 were transferred to the
local parish councils, who will from now on take responsibility for their running costs. The net
gain on disposal of all these assets of £1.9m (after taking into account their book values and
the costs of disposal) is reflected in the comprehensive income and expenditure account.

Capital investment in improvements to the Council’'s existing operational assets (including
schools, highways, leisure centres, care homes and IT infrastructure), was broadly in line
with previous years. However in 2017/18 the Council also acquired new commercial
property with a value of £14.9m, as part of the property investment strategy adopted by the
Council in May 2017.

Long Term Liabilities

The level of borrowing to fund capital spending was significantly higher than in 2016/17 as
£22.2m was borrowed from the Public Works Loans Board to fund the purchase of
commercial property completed in 2017/18, together with further property investment which
is planned to be completed by July 2018. Rental income from these properties is expected to
cover the borrowing and management costs and to generate surplus income to help fund
Council services.

Collection Fund

The Collection Fund deficit was £7,114k for the 2017/18 financial year (council tax £1,369k
and non- domestic rates £5,745k). The deficit is recovered as part of the council tax and non-
domestic rates setting process during the following financial year.

Pensions Liability

The pension fund deficit is currently £317m. This reflects the value of pension liabilities
which the council is required to pay in the future as they fall due, offset by the value of assets
invested in the pension fund. This amount is written out through the accounts so has no
meaningful impact on the council’s current operation, though it has reduced the council’s ‘net
worth’ on the Balance Sheet. The council’'s pension fund has to be revalued every three
years to set future contribution rates. The next review will be on the 315t March 2019.

Unusual charges or credits in the financial statements
There were no unusual charges or credits in the financial statements.

Significant changes in accounting policies
There were no significant changes in accounting policies in the year 2017/18.

Change in statutory functions
There were no significant changes in statutory functions in the year 2017/18.

Significant revenue contingencies or provisions including material write offs
There were no significant contingencies, provisions or write offs during the year 2017/18.
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Material events after the Balance Sheet Date 2017/18
There have been no material events after the balance sheet date.

Economic climate and its impact on council services and future developments in
service delivery

In October 2016, West Berkshire Council accepted a four year financial settlement offered by
Government. Whilst this settlement committed the council to a continued reduction in
Government funding, it has provided financial stability from 2016/17 to 2019/20 on which the
council has been planning ahead and building other sources of income.

The Secretary of State for local government has approved a bid submitted collectively by the
six unitary authorities in Berkshire to inform the development of a new funding system for
local government. Along with nine other proposals from groups of authorities across England,
the creation of a business rates pilot across Berkshire in 2018/19 will help the Government
develop its detailed proposals to devolve business rate income to local authorities, replacing
the current grant funding arrangements.

During the pilot year, it is estimated that an additional £35m of business rates income
collected in Berkshire will be retained within the county, rather than being returned to
Whitehall as at present. This sum represents growth in the overall level of business rates
income achieved since the current system of funding was introduced in 2013 and is an
incentive designed to encourage local councils to invest in their local economies. Respecting
this, the Berkshire authorities have committed to set aside 70% of the additional funding to
make improvements to transport infrastructure in the Reading — Wokingham and Slough —
Heathrow corridors. The works will be taken forward by the Thames Valley Berkshire Local
Enterprise Partnership (LEP), an organisation with both private and public sector
representation that has helped inform the Berkshire proposal.

The remaining 30% of additional funding will be distributed to the individual local authorities
in Berkshire, in proportion to their respective contribution to the overall growth. Detailed
arrangements for all of the approved pilot areas will be agreed with the Department for Local
Government and Communities over the coming months to ensure the business rates pools
are established in time for the new financial year in April. For West Berkshire, of the £86m
we expect to raise locally in 2018/19, we expect to retain £22m (26%). In 2017/18 we
collected £85m and retained £19m (22%). The pilot has been agreed for one year only.

The council’s costs grow each year as a result of inflation, salary increases, and changes to
National Insurance and pension contributions, and service pressures arising from increased
demand and new responsibilities. The forecast levels of funding over the period of the
medium term financial strategy (MTFS) together with provision for budgetary increases,
means that West Berkshire Council would be facing a funding gap of £23m by 2020/21,
before considering Council Tax increases or savings plans. The following chart shows how
the funding gap would grow if savings or other income were not identified to bring the budget
back in balance.
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Funding Gap over the Medium Term

£145.00 - £142.1m
£140.00 -
£135.00
£130.00 -
£125.00

M 12000 | £1232m
£115.00 £120.1m £118.5m £119.1m —— Expenditure

£130.7m

£23m

Income

£110.00
£105.00 -
£100.00

2017/18 2018/19 2019/20 2020/21

Year

In order to close the 2018/19 gap of £10.6m, Council Tax was increased by 2.99% raising
£2.7m, with a 3% precept ring-fenced for adult social care raising a further £2.7m. Savings or
income generation generated £5.2m. For 2019/20 and 2020/21, the assumption in the
Medium Term Financial Strategy is that Council Tax increases will be at 2% per year.

Over the past few years, the Council's savings programmes have focused largely on
becoming more efficient at what we do and reducing the Council’s administrative functions.
Over the last eight years these efficiencies have contributed almost half of the £55m savings
taken out of our budgets so far.

Whilst the Council will continue to maximise efficiencies from across its service areas, the
key financial strategy to close the funding gap over the medium term will focus on innovation
around service transformation, strategic transformation and commercialisation. The
Corporate Programme is driving this change and contains a number of projects that aim to
support the Council’s financial strategy through identifying opportunities to transform services
and through implementing changes that will deliver new income streams. These areas of
activity are being progressed using the council’s project management methodology and
therefore have their own time lines and governance structures. Resources and staffing have
been allocated to the Corporate Programme in order to move this forward, and £1m was put
into a Transformation Reserve, in order to facilitate the delivery of the financial strategy.

The areas of focus that will contribute to closing the funding gap include the following:

Investing in digitisation to both improve services and reduce costs

This agenda is driven through the Customer First Programme Board and there are a number
of digitisation projects underway. Digitisation solutions have been identified to address
council services such as bookings, training courses and payments and to assist with the
Waste Services project.

Continuing to improve our systems and processes

One of the most successful processes undertaken in 2017 was the Financial Challenge
Reviews where each service within the council was reviewed in detail from their budget
sheets through to the activity undertaken and their staffing structures. This review has so far
identified £1.9m that might be generated from savings or income generation over the next
three years, over and above that already identified as part of other processes. This is a

West Berkshire District Council Page 14 of 107 Financial Statements 2017/18



Narrative Report

significant contribution towards the funding gap. The process continues in 2018, at a less
molecular level, with the Panel having responsibility for identifying contributions towards the
remaining funding gap for 2019/20 and 2020/21.

Linked to this piece of work and with a view to enabling the council to be able to keep pace
with the constant demand on budgets, is the New Ways of Working project which is designed
to review how and why we deliver the services and looking at how we might deliver them in a
more effective and efficient way. We will be reviewing statutory and non-statutory elements
and most importantly, the structure of the organisation. If the council is to withstand the
financial challenge, we must adapt and this can only ultimately be achieved through a
completely new structure and method of delivering our services. This large project has a
target of three years to deliver changes.

As part of these projects, we are reviewing our services where benchmarking against other
councils suggest they may be above average cost. As part of our benchmarking work, we are
reviewing income generating sources and fees and charges, comparing ourselves nationally
and with similar authorities.

Demand Management

One of the key projects underway is to review where the demand on our services actually
comes from, who the key users are, what their requirements are and how might we better
manage demand or anticipate needs. This will naturally feed into the New Ways of Working
piece of work as it will inform the direction of travel the council needs to take, in order to meet
continuing demand on its services.

Commercialisation

The Council is investing in residential and commercial property with the aim of meeting our
statutory housing duties in a more cost effective way and generating a new income stream. A
Property Investment Board has been established to drive this.

The Commissioning Service has been established in order to bring a more commercial
approach to the way in which goods and services are procured. There is a large piece of
work looking at where we can trade further with schools and other organisations to increase
our income opportunities and compete in what has previously been, a limited market.

Reducing the amount we pay for collecting and disposing of household waste

One of the largest projects underway at present centres on the savings to be generated from
amending our current street cleansing schedules and the potential to start charging residents
for garden waste collection.

Sharing Services

We are continuing to join our services with those of other local authorities where it makes
sense to do so. One of the most successful examples of this occurring has been in Public
Protection and Culture where we now have a shared service with Bracknell Forest and
Wokingham councils. There are other projects underway looking at where we may replicate
this.

The One Public Estate programme is a Berkshire wide programme of activity looking at how
to make the best use of our collective buildings estate. This is already working well via joint
working with the Thames Valley Police who now share the Market Street ground floor
premises with West Berkshire Council.
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Working with partners and communities to deliver services differently and devolution
to Parish and Town Councils.

We have been working with Town and Parish Councils to identify opportunities for devolving
services to them. The launch of the Parish Portal and the devolution agenda has proven
successful and positive feedback has been received from parishes. Many of the more
proactive parish councils are contacting us to request assistance with many of the services
we have had to cut with a view to taking them on and running either with or for the
communities. Communities themselves are taking positive action to request assistance
around volunteering for library services and other services where the council has withdrawn
funding.

This strategy is aimed at closing the funding gap and bringing financial stability for the future.

Capital

The council needs to ensure that it has a robust financial structure on which to base its long
term decisions and to prioritise available resources. In March 2018 the council approved a
Capital Programme for the period 2018 to 2022 which allows for future investment in the
following key areas:

- £69.8 million for new school places and improvements to school buildings;
- £55.5 million for maintenance and improvement of highways
- £4.0 million to facilitate the delivery of superfast broadband across West Berkshire;

- £15.7 million for occupational health equipment, home adaptations and supported
living for vulnerable adults and looked after children and £1.9m to improve the
supply of temporary accommodation for people at risk of becoming homeless;

- £3.7 million for maintenance and improvement of parks, open spaces sporting and
cultural facilities and £0.5m for grants to support community projects.

- £30.0 million for investment in commercial property in order to generate revenue
income to help meet the running costs of Council services.

Planned Capital investment over the next five years will continue to ensure that core assets
are maintained and protected.

Reserves

There needs to be sufficient levels of reserves for the council to deliver services and take
appropriate risks in amending service delivery models without impacting on the financial
viability of the organisation. The level of usable reserves the council holds is reviewed as part
of the medium term financial planning. Consideration is given to the current financial standing
of the council, the funding outlook into the medium term and the financial risk environment
we are operating in. The use of reserves is a one off solution and must be used prudently to
ensure it does not undermine longer term budget sustainability.

Usable reserves have been called on in 2017/18 to fund the revenue overspend, fund exit
costs, facilitate transformation projects and release earmarked reserves. The council has in
the 2018/19 budget put £1.24m back into reserves, to mitigate against service specific risks
and to ensure that the council has the resources to pursue transformation plans outlined in
the MTFS and to invest in strategies that will bring future benefits to the organisation.
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Narrative Report

Conclusion

The council’s ability to manage within significant financial challenge is vital to its continuing
success in delivering the Council Strategy. The council has a track record of strong financial
management. Historically budgets have been delivered without significant over or
underspends. The forecast levels of funding available over the medium term, together with
provision for budgetary increases and growing pressures mean that the council will need to
continue to find savings and increase income to close the funding gap. The council will focus
on innovation in service transformation and income generation in order to bring financial
stability for the future. Capital investment will continue to ensure that core assets are
maintained and protected. Reserves have been reviewed to ensure they are sufficient for the
council to deliver services and take appropriate risks in amending service delivery models
without impacting on the financial viability of the organisation.

Further information

If you have any questions or require further information on these accounts please contact:

Andy Walker, Head of Finance
West Berkshire Council

Market Street, Newbury, RG14 5LD
andy.walker@westberks.gov.uk

(01635) 519433
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Annual Governance Statement

Annual Governance Statement
Scope of responsibility

West Berkshire Council is responsible for ensuring that its business is conducted in
accordance with the law and proper standards, and that public money is safeguarded and
properly accounted for, and used economically, efficiently and effectively. West Berkshire
Council also has a duty under the Local Government Act 1999 to make arrangements to
secure continuous improvement in the way in which its functions are exercised, having regard
to a combination of economy, efficiency and effectiveness.

In discharging this overall responsibility, West Berkshire Council is responsible for putting in
place proper arrangements for the governance of its affairs and facilitating the effective
exercise of its functions, which includes arrangements for the management of risk.

West Berkshire Council has approved and adopted a code of corporate governance, which is

consistent with the principles of the CIPFA/SOLACE Framework Delivering Good Governance
in Local Government.

This statement explains how West Berkshire Council has complied with the code and also
meets the requirements of the Accounts and Audit Regulations.

The purpose of the governance framework

The governance framework comprises the systems and processes, and culture and values, by
which West Berkshire Council is directed and controlled and its activities through which it
engages with, leads and accounts to the community. It enables West Berkshire Council to
monitor the achievement of its strategic objectives and to consider whether those objectives
have led to the delivery of appropriate, cost effective services.

The system of internal control is a significant part of that framework and is designed to
manage risk to a reasonable level. It cannot eliminate all risk of failure to achieve policies,
aims and objectives and can therefore only provide reasonable and not absolute assurance of
effectiveness. The system of internal control is based on an ongoing process designed to
identify and prioritise the risks to the achievement of West Berkshire Council’s policies, aims
and objectives, to evaluate the likelihood of those risks being realised and the impact should
they be realised, and to manage them efficiently, effectively and economically.

The governance framework has been in place at West Berkshire Council for the year ended 31
March 2018 and up to the date of approval of the annual report and statement of accounts.

The governance framework

The key elements of the systems and processes that comprise West Berkshire Council’s
governance arrangements are set out below and include arrangements for:

e Identifying and communicating West Berkshire Council’s Strategy that sets out its
purpose and intended outcomes for citizens and service users;

¢ Reviewing West Berkshire Council’s Strategy and its implications for West Berkshire
Council’s governance arrangements;

West Berkshire District Council Page 18 of 107 Financial Statements 2017/18



41

4.2

Annual Governance Statement

Measuring the quality of services for users, ensuring they are delivered in accordance
with West Berkshire Council’s Strategy and ensuring that they represent the best use of
resources;

Establishing clear channels of communication with all sections of the community and
other stakeholders, ensuring accountability and encouraging open consultation;

Consultation on the budget and any proposed budget reductions are planned in good
time and adhere to the Council’'s own consultation policy. As part of any consultation on
the budget the Council is cognisant of the “Gunning” principles that require the Council
to consult at the formative stage which would mean potential options being available for
the residents to comment on. Clearly as the Council’'s budget reduces and the pressure
on further reductions increases this approach becomes more difficult. However, where
options are available the Council will seek the views of the residents. The Council will
also continue to ensure that the requirements of an Equality Impact Assessment are met
and ask our residents how a proposed reduction in service might impact on them or
others, and how any impact arising out of the proposal could be mitigated;

Defining and documenting the roles and responsibilities of the executive, non-executive,
scrutiny and officer functions, with clear delegation arrangements and protocols for
effective communication;

Developing, communicating and embedding codes of conduct, defining the standards of
behaviour for members and staff;

Reviewing and updating the Constitution including Contracts Rules of Procedure and
Financial Rules of Procedure, The Scheme of Delegation, which clearly define how
decisions are taken and the processes and controls required to manage risks;

Ensuring the authority’s financial management arrangements conform with the
governance requirements of the CIPFA Statement on “The Role of the Chief Financial
Officer in Local Government (2010)”;

The Governance and Ethics Committee which performs the core functions of an audit
committee, as identified in CIPFA’s “Audit Committees — Practical Guidance for Local
Authorities”;

The Finance and Governance Group which helps to ensure compliance with relevant
laws and regulations, internal policies and procedures, and that expenditure is lawful;

Conducting a regular review of the effectiveness of Internal Audit;

Whistle blowing procedures for receiving and investigating complaints from staff or the
public;

Identifying the development needs of Members and senior officers in relation to their
strategic roles, supported by appropriate training.

Review of effectiveness

West Berkshire Council has responsibility for conducting, at least annually, a review of the
effectiveness of its governance framework including the system of internal control. The review
of effectiveness is informed by the work of all managers within West Berkshire Council who
have responsibility for the development and maintenance of the governance environment.

The following processes have been applied in maintaining and reviewing the effectiveness of
the governance framework, and includes:

The work of the Finance and Governance Group reviewing the Constitution on annual
basis and referring changes to the Governance and Ethics Committee and Council;

The work of the Risk Management Group and the Risk Management framework;
The annual assurance statements produced by Heads of Service;
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5.1

Annual Governance Statement

e The work of the Governance and Ethics Committee;
e The work of Internal Audit; and
e The work of the Overview and Scrutiny Management Commission.

¢ Responding positively to external regulators such as OFSTED, the Information
Commissioner, the Local Government Ombudsman and external auditor KPMG.

e Commissioning regular external peer reviews by the Local Government Association.

We have been advised of the implications of the result of the review of the effectiveness of the
governance framework by the Governance and Ethics Committee and a plan to address
weaknesses and ensure continuous improvement of the system is in place.

The s151 Officer is required to report to all the local authority’s Members, in consultation with
the Head of Paid Service and the Monitoring Officer if there is, or there is likely to be, unlawful
expenditure or an unbalanced budget. Such a report known as a Section 114 report derives
from the Local Government Finance Act 1998 as updated by the 2000 Act and Members of the
Council are required to have regard to the s151 Officer’'s advice. Not to do so would be a
breach of the Code of Conduct for Members.

Overall it is the s151 Officer’'s assessment that all parts of the Council acts in accordance with
the budgetary and policy requirements in connection with the setting of the budget and meets
financial administration standards as set out in legislation. There have been no formal reports
required by the s151 Officer to Council under the relevant legislation.

Section 5 of the Local Government and Housing Act 1989 requires the Monitoring Officer to
prepare a formal report to full Council where it appears that the Council, a committee or an
Officer has acted or is likely to act illegally, or in a manner such as to constitute
maladministration or injustice. The Monitoring Officer's role in essence is to ensure the legality
of local governance arrangements based upon statutory requirements and guidance from
Government and other outside bodies.

The Monitoring Officer’s view of the Council’'s governance arrangements are that

they are robust and effective. The governance of the Council through the systematic

review of the Constitution and the relatively low level of complaints against district councillors
indicates that there is little that needs attention if the current arrangements are followed. There
has been no necessity for the Monitoring Officer to report formally to Council under Section 5
of the 1989 Act.

Ethical matters are managed by the Governance and Ethics Committee.

Significant governance issues identified in the AGS for 2016/17

The following is an outline of the significant governance issues that were identified in preparing
the 2016/17 AGS.

e The Council’s proposals to invest significant sums in property to generate revenue
present an opportunity to mitigate the ongoing financial pressures faced by the Council.
Given the proposed scale of the investment the Council will need to ensure that there
are effective governance arrangements in place around investments decisions and
ongoing management of the investments.

e The Council’s transformation programme aims to help the Council continue to deliver
services within reducing resources. Given the potential scale of change arising from
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transformation, the Council will need to ensure that there are effective governance
arrangements around proposed changes.

52 The following measures were implemented during 2017/18:

* The Finance and Governance Group carried out a review of the Council’'s governance
arrangements in relation to the Council’s investment decisions and transformation
programme.

6 Significant Governance Issues identified in 2017/18

6.1 The following is an outline of the significant governance issues identified in 2017/18.

e The Council’s significant investment in commercial property, transformation
programme and pursuing commercialisation opportunities will continue to require
effective governance arrangements around proposed changes.

e Council’'s preparation for General Data Protection Regulations (GDPR) coming into
force on 25" May 2018.

¢ Planned regular review of Council’s constitution to ensure effective governance
arrangements. This included an overhaul of Council’s Scheme of Delegation and a
stronger Contract Rules of Procedure and a supporting governance framework,
together with changes to the Officers Code of Conduct.

6.2 The following measures will be implemented during 2018/19:

e GDPR compliance will be closely monitored during year to ensure effective
implementation.

e Council’s constitution will be reviewed by Finance and Governance Group in accordance
with the agreed plan.

Signed:

Nick Carter — Chief Executive

Graham Jones — Leader of the Council
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Statement of Responsibilities

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF WEST BERKSHIRE COUNCIL
REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS
Opinion

We have audited the financial statements of West Berkshire Council (‘the Authority’) for the year ended 31
March 2018 which comprise the Expenditure and Funding Analysis Statement, the Comprehensive Income
and Expenditure Statement, the Balance Sheet, the Movement in Reserves Statement, the Cash Flow
Statement, the Collection Fund and the related notes, including the accounting policies in note 1.

In our opinion the financial statements:

e give a true and fair view of the financial position of the Authority as at 31 March 2018 and of the
Authority’s expenditure and income for the year then ended; and

e have been properly prepared in accordance with the CIPFA/LASAAC Code of Practice on Local
Authority Accounting in the United Kingdom 2017/18.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)”) and
applicable law. Our responsibilities are described below. We have fulfilled our ethical responsibilities under,
and are independent of the Authority in accordance with, UK ethical requirements including the FRC Ethical
Standard. We believe that the audit evidence we have obtained is a sufficient and appropriate basis for our
opinion.

Going concern

We are required to report to you if we have concluded that the use of the going concern basis of accounting
is inappropriate or there is an undisclosed material uncertainty that may cast significant doubt over the use
of that basis for a period of at least twelve months from the date of approval of the financial statements.
We have nothing to report in these respects.

Other information published with the financial statements

The Head of Finance is responsible for the other information published with the financial statements,
including the Narrative Report and the Annual Governance Statement. Our opinion on the financial
statements does not cover the other information and, accordingly, we do not express an audit opinion or,
except as explicitly stated below, any form of assurance conclusion thereon.

Our responsibility is to read the other information and, in doing so, consider whether, based on our financial
statements audit work, the information therein is materially misstated or inconsistent with the financial
statements or our audit knowledge. Based solely on that work we have not identified material
misstatements in the other information. In our opinion the other information published with the financial
statements for the financial year is consistent with the financial statements.

Head of Finance’s responsibilities

As explained more fully in the statement set out on page 26, the Head of Finance is responsible for: the
preparation of the Authority’s financial statements in accordance with proper practices as set out in the
CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom 2017/18; such
internal control as they determine is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error; assessing the Authority’s ability to continue
as a going concern, disclosing, as applicable, matters related to going concern; and using the going
concern basis of accounting on the assumption that the functions of the Authority will continue in
operational existence for the foreseeable future.

Auditor’s responsibilities

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue our opinion in an auditor’s
report. Reasonable assurance is a high level of assurance, but does not guarantee that an audit conducted
in accordance with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can
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arise from fraud or error and are considered material if, individually or in aggregate, they could reasonably
be expected to influence the economic decisions of users taken on the basis of the financial statements.

A fuller description of our responsibilities is provided on the FRC’s website at
www.frc.org.uk/auditorsresponsibilities

REPORT ON OTHER LEGAL AND REGULATORY MATTERS

Report on the Authority’s arrangements for securing economy, efficiency and effectiveness in its
use of resources

Conclusion

On the basis of our work, having regard to the guidance issued by the Comptroller and Auditor General in
November 2017, we are satisfied that, in all significant respects, West Berkshire Council put in place proper
arrangements to secure economy, efficiency and effectiveness in its use of resources for the year ended 31
March 2018.

Respective responsibilities in respect of our review of arrangements for securing economy,
efficiency and effectiveness in the use of resources

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

We are required under Section 20(1) (c) of the Local Audit and Accountability Act 2014 to satisfy ourselves
that the Authority has made proper arrangements for securing economy, efficiency and effectiveness in its
use of resources. We report if significant matters have come to our attention which prevent us from
concluding that the Authority has put in place proper arrangements for securing economy, efficiency and
effectiveness in its use of resources. We are not required to consider, nor have we considered, whether all
aspects of the Authority’s arrangements for securing economy, efficiency and effectiveness in its use of
resources are operating effectively.

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

Statutory reporting matters

The Code of Audit Practice requires us to report to you if:

e any matters have been reported in the public interest under Section 24 of the Local Audit and
Accountability Act 2014 in the course of, or at the conclusion of, the audit;

e any recommendations have been made under Section 24 of the Local Audit and Accountability Act
2014,

e an application has been made to the court for a declaration that an item of account is contrary to law
under Section 28 of the Local Audit and Accountability Act 2014;

e an advisory notice has been issued under Section 29 of the Local Audit and Accountability Act 2014;

e an application for judicial review has been made under Section 31 of the Local Audit and Accountability
Act 2014.
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We have nothing to report in these respects

THE PURPOSE OF OUR AUDIT WORK AND TO WHOM WE OWE OUR RESPONSIBILITIES

This report is made solely to the members of the Authority, as a body, in accordance with Part 5 of the
Local Audit and Accountability Act 2014. Our audit work has been undertaken so that we might state to the
members of the Authority, as a body, those matters we are required to state to them in an auditor’s report
and for no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility
to anyone other than the members of the Authority, as a body, for our audit work, for this report, or for the
opinions we have formed.

CERTIFICATE OF COMPLETION OF THE AUDIT

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

lan Pennington
for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants

3 Assembly Square, Britannia Quay
Cardiff
CF10 4AX

31 July 2018
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The Authority’s responsibilities

The Authority is required to:

Make arrangements for the proper administration of its financial affairs and to secure that one of its
officers (the Chief Financial Officer) has responsibility for the administration of those affairs;

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

Approve the Financial Statements.

The Chief Financial Officer’s responsibilities

The Chief Financial Officer is responsible for the preparation of the Financial Statements in accordance
with proper practices as set out in the CIPFA/LASAAC Code of Practice on Local Authority Accounting in
the United Kingdom (‘the Code’).

In preparing the Financial Statements, the Chief Financial Officer has:

selected suitable accounting policies and then applied them consistently;

made judgements and estimates that were reasonable and prudent;

complied with the Code;

kept proper accounting records which were up to date;

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

assessed the Authority’s ability to continue as a going concern, disclosing, as applicable, matters
related to going concern;

used the going concern basis of accounting on the assumption that the functions of the Authority will
continue in operational existence for the foreseeable future; and

maintained such internal control as they determine is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error,

| certify that the Financial Statements gives a true and fair view of the financial position of the Authority at
31 March 2018 and of its income and expenditure for the year then ended

Andy Walker
Head of Finance

31/07/2018
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Expenditure and Funding Analysis Statement

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

2016/17 Restated Table 05A 2017/18
Net Expenditure Net Net Expenditure
Net Expenditure Adjustments in the Expenditure  Adjustments in the
chargeable to  betweenthe Comprehensive chargeable to betweenthe Comprehensive
the General Fund Funding and Income and the General Fundingand Income and
and HRA Accounting Expenditure Fund and HRA  Accounting Expenditure
Balances Basis Statement Balances Basis Statement
£000 £000 £000 £000 £000 £000
66,710 25,413 92,123 Communities Directorate 62,170 22,481 84,651
30,542 11,257 41,799  Environment Directorate 30,222 13,981 44,203
Resources Directorate (including Support
12,274 2,328 14,602  Services) 12,505 5137 17,642
7,298 (7,290) 8 Capital Financing and Risk Management 12,789 (12,955) (166)
116,824 31,708 148,532  Net Cost of Services 117,686 28,644 " 146,330
Other Income and Expenditure from the
0 (123,090) (123,090) Expenditure and Funding Analysis 0 (131,331) (131,331)

Difference between General Fund Surplus
or Deficit and Comprehensive Income and
Expenditure Statement Surplus or Deficit

116,824 (91,382) 25442  on the Provision of Services 117,686 (102,687) 14,999
(21,221) Opening General Fund (19,301)
Less / Plus surplus or (deficit) on General
1,920 Fund 728
(19,301) Closing General Fund as at 31st March 2018 (20,029)

Due to the restatement of the CIES for 2016/17, this table has also been restated.
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Comprehensive Income and Expenditure Statement

2016/17 Restated Comprehensive 201718
Net Net

Expenditure Income EE Income & Expenditure Statement Expenditure Income EXpentiitie

£000 £000 £000 Table 05B £000 £000 £000

Net Expenditure on Continuing Services

217,639  (125,516) 92,123 Communites Directorate 211,760 (127,109) 84,651
55,314 (13,515) 41,799 Environment Directorate 60,095 (15,892) 44,203
63,400 (48,798) 14,602 Resources Directorate including Support Services 64,236 (46,594) 17,642

8 0 8 Capital Financing and Risk Management 0 (166) (166)
336,361 (187,829) 148,532 Net Cost of Services 7 336,091 (189,761) 146,330
7,548 (Gain) / loss on the disposal of non current assets (54)
3,865 Precepts to Parishes 4 4,064
142 Levies Payable 145
482 (Surpluses)/deficits on trading undertakings 26/27 834
12,037 Other Operating Expenditure 4,989
(291) Interest Receivable 15a (367)
(140)  (Surpluses) / deficits on investment properties 14a (4,407)
8,427 Remeasurement of net defined beneft liability 38a 8,435
6,008 Interest Payable and similar charges 15a 6,022
Financing and Investment Income and
14,004 Expenditure 9,683
174,573  Net Operating Expenditure 161,002
(86,056) Income from Council Tax (91,324)
(19,272) Income from Business Rates (18,874)
(17,111) Non Ring Fenced Government Grants 34a (9,936)
(26,692)  Capital Grants and Contributions 34a (25,869)
(149,131) Taxation and Non Specific Grant Income (146,003)
25,442 Surplus or Deficit on Provision of Services 14,999
(11,218) (Surplus) / deficit on revaluation of Fixed Assets ~ 23b (3,413)
64.940 Remeasurement of the net defined beneft liability/ (19,093)
(asset)

53,722 Other Comprehensive Income & Expenditure (22,506)
79,164 Total Comprehensive Income & Expenditure (7,507)

A review of capital accounting treatment was undertaken in 2017-18 resulting in a restatement of 2016-17
for the purposes of comparison between financial years.
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Balance Sheet

2016/17 Balance Sheet
£000 Table 06

Property, Plant and Equipment

190,572 Buildings

67,837 Land

0 Assets under construction
161,705 Other
420,114
7,412 Investment properties
427,526 Total Property, Plant and Equipment
94 Long Term Debtors

427,620 TOTAL LONG TERM ASSETS

Current Assets

6,500 Short term investments
15 Inventories
22,065 Short term debtors
3,209 Assets held for sale
0 Surplus assets
3,475 Cash and cash equivalents

35,264 TOTAL CURRENT ASSETS
462,884 TOTAL ASSETS

Current Liabilities

(18,407) Short term borrowing

(32,823) Short term creditors

(51,230) TOTAL CURRENT LIABILITIES
TOTAL ASSETS LESS CURRENT

411,654 LIABILITIES
Long term Liabilities

(153) Provisions

(236) Contributions deferred account
(317,317) Pension liability
(127,749) Borrowings PWLB
(14,293) PF1 liability
(459,748)

(48,094) TOTAL ASSETS LESS LIABILITIES

6,345 General Fund
2,066 Working Balances
10,890 Earmarked Reserves
29,386 Capital Resenes
48,687 Usable Reserves
220,536 Unusable resenes, exc Pensions
(317,317) Pension Reserve
(96,781) Total Unusable Reserves

(48,094) TOTAL DEFICIT ON RESERVES

Note

11a
11a

11a

14b

15a
17a
18
11a
11a
19

15a
20

21

38a
16¢c
37b

10c
10c
10c
12d

23

2017/18
£000 £000
184,558
65,506
111
166,005
416,180
26,023
442,203
103
442,306
18,000
9
20,978
2,074
623
6,194
47,878
490,184
(6,026)
(39,117)
(45,143)
445,041
(140)
(236)
(317,292)
(154,308)
_ (13,652)
(485,628)
(40,587)
6,069
2,603
11,357
40,461
60,490
216,215
(317,292)
(101,077)
(40,587)
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Movement in Reserves Statement

Movement in Reserves
Statement

2017/18
Table 07A

Balance as at 31 March 2017

Total Comprehensive Expenditure & Income

Adjustments required due to statutory
accounting policies
Increase / (Decrease) in Year

Balance as at 31 March 2018

Movement in Reserves
Statement

2016/17
Table 07b

Balance as at 31 March 2016

Total Comprehensive Expenditure & Income

Adjustments required due to statutory
accounting policies

Increase / (Decrease) in Year

Balance as at 31 March 2017

General Capital Total

Fund Receipts Capital Reserves Authority

Balance Reserve REREIYES Usable Unusable RESEES

£000 £000 £000 £000 £000 £000

19,301 209 29,177 48,687 (96.781) (48,094)

(14,999) 0 0 (14,999) 22,506 7,507

9c 15,727 2,804 8,271 26,802 (26,802) 0
728 2,804 8,271 11,803 (4,296) 7,507

10c/12d 20,029 3,013 37,448 60,490 (101,077) (40,587)

123

General Capital Total

Fund Receipts Capital Reserves Authority

Balance Reserve Reserves Usable Unusable Reserves

0[0[0] £000 0[0[0] £000 £000 0[0[0]

21,221 169 25,598 46,988 (15,918) 31,070

(25,442) 0 0 (25,442)  (53,722) (79,164)

9c 23,522 40 3,579 27,141 (27,141) 0
(1,920) 40 3,579 1,699 (80,863) (79,164)

10c /23 19,301 209 29,177 48,687 (96,781) (48,094)

The General Fund Balance includes Earmarked Reserves.
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Cash Flow Statement

2016/17 Cash Flow Statement
£000 Table 08

Operating Activities

125,478 Taxation
193,648 Grants
1,005 Rents
31,766 Sale of goods and rendering of senice
291 Interest received
(3) Other receipts from operating acitvities
352,185 Cash inflows generated from operating activities
(148,831) Cash paid to and on behalf of employees
(39,906) Housing benefit paid out
(3,861) Precepts paid
(121,164) Cash paid to suppliers of goods and senvices
(6,008) Interest paid
(319,770) Cash outflows from operating activities
32,415 Net cashflows from operating activities
Investing Activities
(31,035) Purchase of property plant and equipment
(12,500) Purchase of short and long term investments
(154,600) Other payments for investing activities
532 Proceeds from sale of PPE and investment properties
6,500 Proceeds from the short and long term investments
155,100 Other receipts from investing activities
(36,003) Net cash flows from investing activities
Financing Activities
102,370 Cash receipts of short and long term borrowing
(262) Other receipts from financing activities
(94,513) Repayments of short and long term borrowing
532 Other payments for financing activities
7,063
(28,940) Net cashflows from financing activities
3,475 Total

Net increase/(decrease) in cash and cash

2,481 equivalents
Cash and cash equivalents at the beginning of the
994 reporting period
Cash and cash equivalents at the end of the
3,475 reporting period

2017/18

Note £000

133,842
186,043
850
28,378
367

488

24

(33,512)
(22,000)
(227,055)
2,847
10,500
221,621

51,645

439
(45,408)

2,847

£000

349,968

(305,698)

44,270

(47,599)

9,523

(38,076)

19/25

6,194

2,719
3,475

6,194
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Statement of Accounting Policies

Statement of Accounting Policies

General principles

The purpose of the Statement of Accounting Policies is to explain the basis of measurement
that has been used in the preparation of the Financial Statements which summarise the
council’s transactions for the 2017/18 financial year and the state of affairs (ie the balance
sheet) at 31 March 2018.

The Financial Statements for 2017/18 are prepared in accordance with the code of Practice
on Local Authority Accounting in the United Kingdom 2017/18 (the code) issued by The
Chartered Institute of Public Finance and Accountancy (CIPFA), International Financial
Reporting Standards (IFRS) and where appropriate the International Accounting Standards
(IAS). The Accounting convention adopted is principally historical cost modified by the
revaluation of certain categories of non-current assets and financial instruments. The
Financial statements have been prepared on a ‘going concern’ basis even though the
council’s Balance Sheet shows that the total liabilities exceed our asset base, this is
principally due to IAS 19 requiring the council to recognise the cost of retirement benefits in
the Net Cost of Services when employees earn them, rather than when the benefits are
eventually paid as pensions.

There are no instances in the Financial Statements where the fundamental accounting
concepts have not been followed. The Financial Statements can contain estimated figures,
where the actual figure is not known. Estimates are made taking into account historical
experience, current trends and other relevant factors. There are no items in the Balance
Sheet as at 31 March 2018 for which there is believed to be a significant risk of material
adjustment in the forthcoming financial year.

Events after the Reporting Period

Events after the Balance Sheet date are those events, both favourable and unfavourable,
which occur between the end of the reporting period and the date when the Financial
Statements is authorised for issue. Two types of events can be identified;

e Those that provide evidence of conditions that existed at the end of the reporting
period. In this instance the Financial Statements is adjusted to reflect such events.

e Those that are indicative of conditions that arose after the reporting period. In this
instance, the Financial Statements is not adjusted to reflect such events, but where a
category of events would have a material effect, disclosure is made in the notes of
the nature of the events and their estimated financial effect.

Events taking place after the date when the Financial Statements is authorised for issue are
not reflected in the Financial Statements.

Exceptional Iltems

When items of income and expenditure are material, their nature and amount is disclosed
separately, either on the face of the Comprehensive Income and Expenditure Statement or in
the notes to the accounts, depending on how significant the items are to understanding the
council’s financial performance.
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IV. Accruals of Income and Expenditure

All income and expenditure relating to the financial year is accounted for in the year that it
takes place, not simply when cash payments are made or received. In particular:

e Fees, charges and rents due from customers are accounted for as income at the date
the council provides the relevant goods or services

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

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

e Supplies are recorded as expenditure when they are consumed. Where there is a
gap between the date supplies are received and their consumption; they are carried
as inventory on the Balance Sheet

¢ Interest payable on borrowing and receivable on investment is accounted for on the
basis of the effective interest rate for the relevant financial instrument rather than the
cash flows fixed or determined by the contract

e Where income and expenditure have been recognised in the accounts but cash has
not been received nor paid, a debtor or creditor for the relevant amount is recorded
on the Balance Sheet. Where debts may not be settled, the balance of the debtors is
written down and a charge made to revenue for the income that might not be
collected.

o Expenses in relation to services received (including services provided by employees)
are recorded as expenditure when the services are received rather than when
payments are made.

An exception to this rule is the periodic costs such as gas and electricity, which are included
in the accounts on a payments basis and are not considered material to the accounts.

Accruals are not made for capital expenditure, but unspent capital funds are carried forward
to the next financial year to cover any commitments which are outstanding at year-end, this
is not believed to impact the true and fair view of the accounts. This does not follow CIPFA
guidance as the recommended practice expects the use of accruals based accounting, which
recognises items as assets, liabilities, income and expenses when they satisfy the definitions
and recognition criteria for those elements in the code. The council is of the opinion that the
time required to produce these accruals is not cost effective. The capital expenditure is
written out through the accounts so has no meaningful impact on the council’s current
operation or on the Comprehensive Income and Expenditure Statement, although it will have
a minor impact on the council’s ‘net worth’ on the Balance Sheet. The level of the accrual has
been estimated to be about £2m which is 0.45% of the total value of Fixed Assets on the
Balance Sheet (in 2016/17 this was 0.47% of the total value).

V. Cash and Cash Equivalents

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

The council’s policy is to include cash in hand, deposits held at call with banks and other
short term highly liquid investments with original maturities of three months or less.
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In the cash flow statement, cash and cash equivalents are shown net of bank overdrafts that
are repayable on demand and form part of the council’s cash management.

Government Grants and Contributions

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

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

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

Where capital grants have been credited to the Comprehensive Income and Expenditure
Statement they are reversed out of the General Fund through the Movement in Reserves
Statement. Capital grants are transferred to the Capital Adjustment Account once they have
been applied to fund capital expenditure.

A Business Improvement District (BID) scheme applies across the whole of the council. The
scheme is funded by a BID levy paid by non-domestic ratepayers. The council acts as
principal under the scheme and accounts for income and expenditure incurred within the
relevant services within the Comprehensive Income and Expenditure Statement.

The council charges a Community Infrastructure Levy (CIL). The levy will be charged on new
builds with appropriate planning consent. The council charges for and collects the levy, which
is a planning consent. The income from the levy will be used to fund a number of
infrastructure projects to support the development of the area.

CIL is received without outstanding conditions. It is therefore recognised at the
commencement date of the chargeable development in the Comprehensive Income and
Expenditure Statement. CIL charges are largely used to fund capital expenditure. However a
small proportion of the charges may be used to fund revenue expenditure.

Charges to Revenue for Non — Current Assets

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

e Depreciation attributable to the assets used by the relevant service

e Impairment losses attributable to the clear consumption of economic benefits on
tangible fixed assets used by the service and other losses where there are no
accumulated gains in the revaluation reserve against which the losses can be written-
off.

The council is not required to raise council tax to cover depreciation, impairment losses or
amortisations. However, it is required to make an annual provision from revenue to contribute
towards the reduction in its overall borrowing requirement (equal to an amount calculated on
a prudent basis determined by the council in accordance with statutory guidance).
Depreciation, impairment losses and amortisations are therefore replaced by revenue
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provision in the General Fund balance, by way of an adjusting transaction with the Capital
Adjustment Account.

Revenue Expenditure Funded from Capital Under Statute

Expenditure incurred during the year that may be capitalised under statutory provisions but
does not result in the creation of a fixed asset has been charged as expenditure to the
relevant service revenue account in the year. Where the council has determined to meet the
cost of this expenditure from existing capital resources or by borrowing, a transfer to the
Capital Adjustment Account then reverses out the amounts charged to the General Fund
balance on the Statement of Movement in Reserves, so there is no impact on the level of
council tax.

Employee Benefits

Benefits Payable during Employment

Short term employee benefits are those due to be settled wholly within 12 months of the
year-end. They include such benefits as wages and salaries, paid annual leave and paid sick
leave, bonuses and non-monetary benefits for current employees and are recognised as an
expense for services in the year in which employees render service to the council. The cost
of salaries and wages has been included in the accounts based on 12 months and 52 pay
weeks.

In line with IAS 19, an accrual has been made for leave and flexible hours owing at year-end.
The accrual is based on a three year historic sample of leave owing and then averaged out
to give a total for the whole council. No adjustment has been made for other employee costs.
The accrual is charged to Surplus or Deficit on the Provision of Services but then reversed
out through the Movement in Reserves Statement.

Termination Benefits

Termination benefits are amounts payable as a result of 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 in exchange for those benefits. These benefits are charged
on an accruals basis to the appropriate service segment at the earlier of when the council
can no longer withdraw the offer of those benefits or when the council recognises costs for a
restructuring.

It is the council’s policy to minimise the impact of organisational change on its employees
and to redeploy employees whenever possible. Therefore redundancies and redundancy
payments only occur when absolutely necessary and in consultation with the Trade Unions.

It is the council’s policy not to offer enhanced pension payments on termination of
employment.

Post - Employment Benefits
Employees of the council are members of three separate pension schemes:

e The Teachers’ Pension Scheme, administered by Capita Teachers’ Pensions
on behalf of the Department for Education (DfE).

e The Local Government Pension Scheme (Berkshire Pension Scheme)
administered by The Royal Borough of Windsor and Maidenhead.

e The NHS Pension Scheme, administered by NHS pensions.
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All schemes provide defined benefits to members (retirement lump sums and pension),
earned as employees working for the council.

The arrangements for the Teachers’ Pension Scheme mean that liabilities for these benefits
cannot be identified to the council. The scheme is therefore accounted for as if it were a
defined contributions scheme — no liability for future payments of benefits is recognised in the
Balance Sheet and the Communities Directorate line in the Comprehensive Income and
Expenditure Statement is charged with the employer’s contribution payable to the Teachers’
Pension Scheme in the year.

The NHS Pension Scheme is also accounted for as if it were a defined contributions scheme,
likewise the liabilities for these benefits cannot be identified to the council. No liability for
future payments of benefits is recognised in the Balance Sheet and the Resources
Directorate line in the Comprehensive Income and Expenditure Statement is charged with
the employer’s contribution payable to the NHS Pension Scheme in the year.

The Local Government Pension Scheme (Berkshire Pension Scheme) is accounted for as a
defined benefits scheme:

The liabilities of the Berkshire Pension Scheme attributed to the council are included in the
Balance Sheet on an actuarial basis using the Projected Unit Method — i.e. an assessment of
the future payments that will be made in relation to retirement benefits earned to date by
employees, based on assumptions about mortality rates, employee turnover rates, etc, and
projected earnings of current employees.

Liabilities are discounted to their value at current prices using a discount rate. (The discount
rate is the yield on the Merrill Lynch Non Gilt Sterling AA over 15 year Corporate Bond index,
with an adjustment to reflect the liabilities relative to the duration of the index.)

The assets of the Berkshire Pension Scheme attributable to the council are included in the
Balance Sheet at their fair value:

Quoted securities — current bid price
Unquoted securities — professional estimate
Unitised securities — current bid price
Property — market value.

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

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

0 Past service cost — the change in liabilities arising from current year
decisions whose effect relates to years of service earned in earlier years
or from plan curtailments; credited or debited to the surplus or deficit on
the provision of services in the Comprehensive Income and Expenditure
Statement as part of Non Distributed Costs.

e Gains or losses on settlements - transactions that eliminate all further legal or
constructive obligations for part or all of the benefits provided under the plan.

e Administration expenses are those that are directly related to the management
of plan assets. These have been charged to the Comprehensive Income and
Expenditure Statement.
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o Net interest on the net defined benefit liability i.e. net interest expense for the
council - is calculated by applying the discount rate used to measure the
defined benefit obligation at the beginning of the period to the net defined
benefit liability at the beginning of the period and adjusted for contribution and
benefit payments during the year. This is charged to the Financing and
Investment income and Expenditure Line of the Comprehensive Income and
Expenditure Statement.

e Re-measurements comprising:
o Differences between the return on plan assets and interest income on
plan assets calculated as part of the net interest on the net defined
benefit liability.

0 Actuarial gains and losses which result from events not coinciding with
assumptions made at the last actuarial valuation or the actuaries
updating the assumptions.

These charges are charged to the Pension Reserve as Other Comprehensive
Income and Expenditure.

e Contributions paid into the Berkshire Pension Scheme, cash paid as employer’s
contributions to the Pension Fund in settlement of liabilities; not accounted for
as an expense.

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

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

Overheads and Support Services

The costs of overheads and support services are charged to the Resources Directorate in
accordance with the council’s arrangements for accountability and financial performance.

Investment Properties

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

Investment properties are measured initially at cost and subsequently at fair value, based on
the amount at which the asset could be sold. Investment properties are not depreciated but
are revalued annually according to market conditions at the year-end. Gains and losses on
revaluation are posted to the Financing and Investment income and expenditure line in the
Comprehensive Income and Expenditure Statement. The same treatment is applied to gains
and losses on disposal.
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Revaluation gains and losses are not permitted by statutory arrangements to have an impact
on the General Fund Balance. The gains and losses are therefore reversed out of the
General Fund Balance in the Movement in Reserves Statement and posted to the Capital
Adjustment Account. Rental income received in relation to investment properties is credited
to the Financing and Investment Income line and results in a gain for the General Fund
Balance.

Heritage Assets

A code / FRS102 disclosure for Heritage Assets, has been adopted by the council. Heritage
Assets are those assets held by the council for cultural, environmental or historical reasons
in relation principally to their contribution to knowledge and culture. The council has two main
Heritage Assets: the Berkshire Record Office Archives and the West Berkshire Museum
Collections. Neither of these assets is disclosed in the Balance Sheet since the cost of
obtaining reasonable valuations would not be commensurate with the benefits to users of
these statements.

Property, Plant and Equipment (PPE) / Other information re Fixed Assets

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

Recognition

Expenditure on the acquisition, creation or enhancement of property, plant and equipment is
capitalised provided that it is probable that the future economic benefits or service potential
associated with the item will flow to the council and the cost of the item can be measured
reliably. Expenditure that maintains but does not add to an asset’s potential to deliver future
economic benefits or service potential (i.e. repairs and maintenance) is charged as an
expense when it is incurred.

Measurement
Fixed assets are initially valued at cost, comprising:
e The purchase price,
e Any costs attributable to bringing the asset to the condition necessary for it to be
capable of operating in the manner intended by management.

CIPFA guidance allows councils to choose whether to depreciate its assets at either the mid-
point through the year or at the end of the year. West Berkshire Council’s assets have been
depreciated at the end of the year.

Fixed assets are classified under the following headings:

e Land and Buildings, shown at fair value
Plant and Equipment, shown at depreciated historical cost
Infrastructure Assets, shown at depreciated historical cost
Community Assets, shown at depreciated historical cost
Investment Properties, shown at market value
e Assets Under Construction, shown at historical cost
e Assets Held for Sale, shown at fair value.

Revaluation

Assets included in the Balance Sheet at fair value are re-valued, as a minimum, every five
years, except for Investment Properties which are re-valued annually. All increases in
valuations for PPE are matched by credits to the Revaluation Reserve as unrealised gains.
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Exceptional increases might be credited to the Comprehensive Income and Expenditure
Statement where they arise from the reversal of a loss previously charged to a service.

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

When decreases in value are identified, they are accounted for as follows:

e Where there is a balance of revaluation gains for the asset in the Revaluation
Reserve, the carrying amount of the asset is written down against that balance (up to
the amount of the accumulated gain);

e When there is not a balance within the Revaluation Reserve or an insufficient
balance, the carrying amount of the asset is written down against the relevant service
line in the Comprehensive Income and Expenditure Statement.

Impairment

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

Where impairment losses are identified they are accounted for as follows:

e Where there is a balance of revaluation gains for the asset in the Revaluation
Reserve, the carrying amount of the asset is written down against that balance (up to
the amount of the accumulated gain);

e When there is not a balance within the Revaluation Reserve or an insufficient
balance, the carrying amount of the asset is written down against the relevant service
line in the Comprehensive Income and Expenditure Statement;

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

Componentisation
The code requires that each part of an item of Property, Plant and Equipment with a cost that
is significant in relation to the total cost of the item is depreciated separately and
componentised. Within the council’'s asset portfolio there are a number of asset classes
where componentisation will not be considered;

e Equipment as this is considered immaterial

e Infrastructure

e Asset classes which are not depreciated such as Land, Investment properties,

Heritage assets, Community Assets, Surplus Assets and Assets Held for Sale.

The remaining assets which are contained with the operational portfolio are often of a
specialised nature such as schools, leisure centres and libraries. The council requires the
valuers to provide component information for each asset which is then reviewed to assess if
inclusion of different components will have a material impact on depreciation.

Where an item of Property Plant or Equipment is made up from components that have
different asset lives, International Accounting Standard 16 (IAS 16) requires the components
to be recognised as separate assets. West Berkshire Council splits PPE into components
where components are either 10% of the asset’s value or have value of more than £250k.
These assets are recognised either at the time of purchase or on revaluation.
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Depreciation

In accordance with IAS 16, depreciation is provided for on all Fixed Assets with a finite useful
life by the systematic allocation of their depreciable amounts over their useful lives.

All Fixed Assets, with the exception of Freehold Land, Community Assets, Investment
Properties and Assets under Construction are depreciated.

Depreciation is calculated on the following basis:

e Dwellings and other buildings — straight line allocation over the life of the property as
estimated by our property department or external valuer, between 10 and 60 years

¢ Vehicles, Plant and Equipment - straight line allocation over the life of the asset,
mainly 10 years

e IT Assets are depreciated over five years

e Infrastructure — straight line allocation, between 10 and 40 years

Revaluation gains are also depreciated, with an amount equal to the difference between
current value depreciation charged on assets and the depreciation that would have been
chargeable based on their historical cost being transferred each year from the Revaluation
Reserve to the Capital Adjustment Account.

Where assets have been componentised, components can be depreciated over different
asset lives, but they will always be in the same asset class.

Disposals and Assets Held for Sale

When it becomes probable that the carrying amount of an asset will be recovered principally
through a sale transaction rather than through its continuing use, it is classified as an Asset
Held for Sale. The asset is revalued immediately before reclassification. Depreciation is not
charged on Assets Held for Sale.

If assets no longer meet the criteria to be classified as Assets Held for Sale, they are
reclassified back to a non - current asset and valued at the lower of:

e |ts carrying amount before they were classified as Held for Sale. The asset is
adjusted for depreciation, amortisation or revaluations that would have been
recognised had they not been classified as Held for Sale, or

e |ts recoverable amount at the date of the decision not to sell.

When an asset is disposed of or is decommissioned, the carrying amount of the asset in the
Balance Sheet (whether Property, Plant and Equipment or Assets Held for Sale) is written off
to the Other Operating Expenditure line in the Comprehensive Income and Expenditure
Statement as part of the gain or loss on disposal. Receipts from disposals are credited to the
same line in the Comprehensive Income and Expenditure Statement also as part of the gain
or loss on disposal (i.e. netted off against the carrying value of the asset at the time of
disposal). Any revaluation gains accumulated for the asset in the Revaluation Reserve are
transferred to the Capital Adjustment Account.

Amounts received for a disposal in excess of £10k are categorised as capital receipts. The
balance of receipts is required to be credited to the Capital Receipts Reserve and can only
be used for new capital investments or set aside to reduce the underlying need to borrow.

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

Inventories and Work in Progress
Inventories are included in the Balance Sheet at the lower of cost and net realisable value.

Provisions, Contingent Liabilities and Contingent Assets

Provisions are made where an event has taken place that gives the council an obligation
that probably requires settlement by a transfer of economic benefits, but where the timing or
amount of the transfer is uncertain. For instance, the council may be involved in a court case
that could eventually result in the making of a settlement or the payment of compensation.

Provisions are charged to the appropriate service revenue account in the year that the
council becomes aware of the obligation, based on the best estimate of the likely settlement.
When payments are eventually made, they are charged to the Comprehensive Income and
Expenditure Statement and the relevant provision released from the Balance Sheet.
Estimated settlements are reviewed at the end of each financial year and where it becomes
more likely than not that a transfer of economic benefits will not now be required (or a lower
settlement than anticipated is made), the provision is reversed and credited back to the
relevant service revenue account.

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

Contingent Assets arise where an event has taken place that gives the council a possible
asset whose existence will only