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PURPOSE OF REPORT

This report provides the Audit Committee with the opportunity to consider
the certified draft Statements of Account for 2017/18 financial year in
respect of the Council and Central South Consortium Joint Education
Service Joint Committee, and the Annual Return for Llwydcoed
Crematorium Joint Committee.

To update Members with progress on the proposed plans for earlier

production and audit of the Statement of Accounts in accordance with
Accounts and Audit (Wales) (Amendment) Regulations 2018.

RECOMMENDATIONS

It is recommended that Members;

(a) Consider the Council’s certified draft Statement of Accounts for the

financial year 2017/18 (Appendix 1);

(b) Consider the Central South Consortium Joint Education Service Joint

Committee certified draft Statement of Accounts for the financial year
2017/18 (Appendix 2);

(c) Consider the Llwydcoed Crematorium Joint Committee certified Annual

Return for the financial year 2017/18 (Appendix 3);
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(d) Consider the impact, if any, upon the Statements of Account and Annual
Return of issues and audit reports brought before the Committee during
the year; and

(e) Consider the progress on the proposed plans for earlier production and

audit of the Statements of Account in accordance with the requirements of
the Accounts and Audit (Wales) (Amendment) Regulations 2018.

STATUTORY APPROVAL PROCESS

The Accounts and Audit (Wales) Regulations 2014 require that Councils
make arrangements to approve their audited Statement of Accounts by
the 30™ September. The Council meeting scheduled for the 5" September
2018 is due to receive these.

The 2014 regulations require the Responsible Financial Officer (Group
Director, Corporate and Frontline Services) to certify unaudited accounts
by 30™ June following financial year-end. This Council complied with the
regulations in this respect and the unaudited accounts were certified by
the Group Director, Corporate and Frontline Services a month ahead of
the statutory deadline, on 31 May 2018.

The Council also has administrative responsibility for the production of
accounts for the Central South Consortium Joint Education Service Joint
Committee. These draft unaudited accounts were certified by the Group
Director, Corporate and Frontline Services on 14" June 2018 and
presented to the Joint Committee on the same date. The audited accounts
are due to be presented for approval at the joint committee meeting to be
scheduled during September 2018.

The Council has administrative responsibility for the production of the
Annual Return for the Llwydcoed Crematorium Joint Committee. The
Annual Return has replaced the requirement for a full Statement of
Accounts for the Crematorium Joint Committee effective from the 2015/16
financial year due to the increase in the threshold of gross income or gross
expenditure for smaller relevant bodies, from £1m per year to not more
than £2.5m. The draft unaudited Annual Return was certified by the
Group Director, Corporate and Frontline Services on 17" May 2018 and
presented to the Joint Committee on 19" June 2018. The audited Annual
Return is due to be presented for approval to the Joint Committee on 18"
September 2018.

The Statutory Guidance from the Local Government Measure 2011 was
published in June 2012 and provided clarity on the role of Audit
Committees in the approval process of a Council’s Statement of Accounts.
The relevant excerpt is shown below.
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Financial statements

9.21 Before their approval by the authority, the audit committee
should consider and comment on the authority’s certified
draft financial statements. They will want to see to what
extent the statements take cognisance of audit reports
during the year, and changes in accounting policy and
internal control mechanisms. Audit committees may
approve the financial statements themselves where local
authorities have delegated that power to them under
regulation 9 of the Accounts and Audit Regulations (Wales)
2005 (as amended).*

* The Statutory Guidance referred to above references regulation 9 of the
Accounts and Audit Regulations (Wales) 2005 (as amended). However, this has
now been replaced by regulation 10 of the Accounts and Audit Regulations
(Wales) 2014. Welsh Government have advised that references to the 2005
regulations in subordinate legislation and statutory guidance will be replaced
with the 2014 regulation references in due course.

9.22 CIPFA’s ‘“toolkit” should be used to assist in the proper
scrutiny of these statements.

9.23 Reports and recommendations by the audit committee
should be considered by full council in particular, as well as
the executive.

As Members will be aware, full Council has responsibility for approval of
the Council’s Statement of Accounts (as set out in its Constitution); the
Liwydcoed Crematorium Joint Committee has the respective responsibility
for its Annual Return; and the Central South Consortium Joint Education
Service Joint Committee has responsibility for approval of its Statement of
Accounts.

The Guidance (at para 9.22) refers to the use of the CIPFA toolkit for local
authority audit committees. Section 5 of the “toolkit” deals with “Financial
reporting and regulatory matters”, and attached at Appendix 4 is the full
narrative from this section of the toolkit.

ACCOUNTS AND AUDIT (WALES) (AMENDMENT) REGULATIONS
2018

As stated in paragraph 3.1 above, the Accounts and Audit (Wales)
Regulations 2014 require the Responsible Financial Officer to certify
unaudited accounts by 30" June following financial year-end and that
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Councils approve their audited Statement of Accounts by the 30"
September.

The 2014 regulations have been amended by the Accounts and Audit
(Wales) (Amendment) Regulations 2018 and require Local Authorities to
produce and publish Statements of Accounts earlier. The table below
details the earlier deadlines:

Financial Draft Statement of Audited Statement
Year Accounts of Accounts

certification publication
2017/18 30" June 30™ September
2018/19 15" June 15" September
2019/20 15" June 15" September
2020/21 31°" May 31% July

As can be seen from the table, the revised regulations require officers to
produce the draft Statement of Accounts one month earlier and to publish
audited accounts two months earlier than current practice by 2021.

To enable officers to work towards the earlier closure requirements, a
draft timetable was prepared as follows:

Financial | Draft Statement of Audited Statement of
Year Accounts certification Accounts publication
Regulations RCT CBC | Regulations | RCT CBC
2016/17 | 30™ June 15" June | 30" Sept 20" Sept
2017/18 | 30™ June 15" June | 30" Sept 15" Sept
2018/19 | 15™ June 31"May | 15" Sept 15" wk Sept
2019/20 | 15" June 31" May | 15" Sept 31% July
2020/21 | 31%' May 31" May | 31% July 315 July

Members will note that for the 2017/18 Statement of Accounts, draft
accounts have been certified by 31%' May. This is one year earlier than the
timetable and three years ahead of the regulations. Officers have achieved
the 2017/18 certification date by 2 weeks earlier than the timetable above.

The above timetable will allow officers to continue to work with the Wales
Audit Office to streamline processes, learn from issues with early closure
and address them before they impact upon the Council’s ability to meet
the statutory deadlines.

Positive progress is being made with regards to audit processes with
Council officers and Wales Audit Office auditors planning and working
together to undertake audit work earlier than in previous years.
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The amendment to the regulations also propose to remove the
requirement for the Pension Fund accounts to be included within the
Statement of Accounts of the administering authority. This will take effect
from the 2018/19 Statement of Accounts.

CONCLUSION

The certification of all draft Statements of Account demonstrates the
continued effective financial management arrangements at this Council.

The role of the Audit Committee in the approval process for the
Statements of Account of the Council, Central South Consortium Joint
Education Service Joint Committee and Annual Return for Llwydcoed
Crematorium Joint Committee is defined in the Statutory Guidance from
the Local Government Measure 2011 and this report provides the
opportunity for this Committee to discharge these responsibilities.

Officers will continue to work closely with the Wales Audit Office to ensure
the continuation of joint planning for the earlier closure and audit of the
Statement of Accounts in accordance with the Accounts and Audit (Wales)
(Amendment) Regulations 2018.

*kkkkkkkkkkkhkkhkk
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Narrative Report

1.

Introduction

Rhondda Cynon Taf County Borough Council was established on 15t April 1996 as
a result of the reorganisation of Local Government in Wales under the Local
Government (Wales) Act 1994.

Rhondda Cynon Taf is the third largest Council in Wales with a population of

238,306 (Mid Year 2016 Census), serving an area in the South Wales Valleys

covering 424 square kilometres, stretching from the Brecon Beacons National

Park in the north to the Capital City of Cardiff in the south.

The accounts for 2017/18 have been prepared in accordance with:

e Code of Practice on Local Authority Accounting in the United Kingdom 2017/18
based on International Financial Reporting Standards (IFRS).

e Accounts and Audit (Wales) Regulations 2014 (as amended).

The accounts set out on pages 1 to 155 comply with the above.

Impact of Current Economic Climate

The economic climate continues to be a significant challenge for this and all other
local authorities. In his letter of 215t December 2016 to local authorities providing
details of the 2017/18 local government revenue and capital settlements, the then
Cabinet Secretary for Finance and Local Government (Mark Drakeford, AM)
announced an increase in the average funding for local authorities in Wales for the
year 2017/18, with a modest increase for Rhondda Cynon Taf of 0.4%. Council
Officers and Members continue to take their fiduciary duty extremely seriously and
this has been demonstrated by the setting of prudent, equitable and fair budgets.
The financial results and position demonstrated in this Statement of Accounts
reflect sound financial stewardship despite continuing financial pressures.

Given the continuing financial pressures the Council is working under, it remains
the view of the Section 151 Officer that the Council should hold a minimum of
£10m as General Fund Balances (i.e. its working balance). This level is set given
the context of the need for continued strong financial management that is felt to be
essential to ensure that the Council maintains financial flexibility and stability going
forward. This is reflected in the Balance Sheet which demonstrates Council Fund
Balances of £10.720m.

Medium Term Financial Plan 2017-18 to 2020-21

As reported to Cabinet on 18th July 2017, the Council has set out assumptions
within its Medium Term Financial Plan 2017/18 to 2020/21. The Medium Term
Financial Plan is the cornerstone of good governance and is an enabler of service
delivery and service improvement within the constraints of available resources.
The Public Sector continues to face a prolonged period of ongoing austerity with
national forecasts pointing to challenging times for services across local



https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Cabinet/2017/07/18/Reports/AgendaItem2MediumTermFinancialPlan201718to202021.pdf

government. This is coupled with increasing demand and costs associated with
many services, in particular Social Care Services.

Locally, this Council has demonstrated its ability and willingness to invest in
services, linked to our Corporate Plan priorities, in order to meet the changing
needs of our people and communities. Significant additional investment of £16m
agreed by Members in 2017/18 is providing real improvements across many areas
including leisure, roads and information technology.

Whilst investment through the use of one-off funds has been very positive, the
Council recognises that it must still address base budget shortfalls and take
appropriate decisions to balance its ongoing revenue budget into the medium
term.

The Council continues to focus on an estimated budget gap over the medium term
and has successfully implemented a strategy of early identification and delivery of
base budget reducing measures in-year. This has enabled the Council to deliver
financial savings early and to replenish the Medium Term Financial Planning and
Service Transformation Reserve which has been used proactively as part of the
budget strategy for a number of years.

The Council’s Corporate Plan 2016-2020

For 2017/18 The Council's Corporate Plan 2016-2020 was the key strategic plan,
focusing on 3 priorities:

e Economy — Building a strong economy.
e People — Promoting independence and positive lives for everyone.
e Place — Creating neighbourhoods where people are proud to live and work.

In order to meet these priorities, 4 key principles have been set:

e Providing essential services well - In the coming years, there will be less
money available and the Council will have to make sure the money is spent
where the need is greatest.

e Helping people and communities help themselves - Giving people and
communities the support they need to manage their community assets and
have more control over the services in their community.

e Building a sustainable County Borough, supporting initiatives that stimulate
economic growth and create jobs within the Borough.

e Living within our means — Our priorities need to focus on minimising running
costs without affecting front line services. Financially, the Council has to make
difficult decisions in order to manage the budget and ensure value for money
for our residents.


https://www.rctcbc.gov.uk/EN/Council/Performancebudgetsandspending/Councilperformance/RelatedDocuments/CorporatePlan201620/CorporatePlan201620.pdf

ECONOMY PEOPLE PLACE
Building o strang Promating independence and Creating nelghtourhoods

ECOnomy positive lives for everyone where people ore proud
e live and work

The Council’'s Corporate Performance Report 2017/18 outlined the progress made
on our 2016/17 priorities and sets out the 2017/18 strategic plans for ECONOMY,
PEOPLE, and PLACE.

Each quarter, Cabinet received an update of progress made against the agreed
Corporate Plan priorities to confirm whether they were satisfied with the progress
being made and, following this, the updates were reported to the Council’s
Finance and Performance Scrutiny Committee for review and challenge.

The Council’'s Corporate Plan priorities were also formally adopted as the
Council’'s Well-being objectives for 2017/18 at a meeting of Cabinet on 9" March
2017, Well-being of future Generations Act - the Council’s Wellbeing Objectives

In September 2017 Cabinet agreed that the Council will focus on five
workstreams to improve the essential services provided:

¢ Digitalisation - in line with the Council’s Digital Plan approved by Cabinet on
22" June 2017:

o Working with residents to improve their digital skills and access to
technology to empower more people to interact digitally with the Council;
and

o Enabling more of the Council’'s workforce to be agile to help further boost
productivity and reduce the need for office space.

e Commercialisation - creating the conditions within the Council in terms of
capacity and capability to widen opportunities to trade with external
organisations.

e Early Intervention and Prevention - investing in preventative services to support
the delivery of savings in the medium term, in particular:

o The creation of community hubs to bring similar services together and
create economies of scale in terms of staffing and building costs, which
will enable the Council to continue to provide a comprehensive range of
services within key communities; and


https://www.rctcbc.gov.uk/EN/Council/Performancebudgetsandspending/Councilperformance/RelatedDocuments/CPR161718/CorporatePerformanceReport2017ENG.pdf
https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Cabinet/2017/03/09/Reports/AgendaItem11WellbeingofFutureGenerationsActtheCouncilsWellbeingObjectives.pdf

o Introducing new approaches that support resilient families who will not

require statutory intervention and also a new approach to reducing the
number of victims and perpetrators of domestic abuse.

¢ Independence - modernising and reshaping services to ensure independence
is promoted for vulnerable residents; this includes building extra care facilities
and linking into community hub provision.

o Efficient and Effective Organisation - challenging on-going service delivery and
driving out further efficiencies through bringing together similar back-office
functions, reducing administration costs and also the size of the property
portfolio.

In addition to these modernisation changes, the Council has committed to a
strategic capital investment programme, a number of which will link in with and
complement the Cardiff Capital Region City Deal:

o

o

o

o

o

Highways and Transportation Infrastructure;

215t Century Schools Programme;

New Housing e.g. independent living and bringing empty properties back
into use;

Community Assets e.g. community hubs, parks and playgrounds, leisure
centres and library facilities; and

Town Centre and Economic Regeneration projects e.g. Taf Vale
Development

The Council is also a key partner in the Cwm Taf Public Services Board (PSB)
and agreed the Cwm Taf Wellbeing Plan for the areas of Rhondda Cynon Taf and
Merthyr Tydfil for the period 2018-2023 at its meeting on 28™ February 2018
(Note: the Plan is also subject to approval through the governance arrangements of
the individual statutory partners of the Public Services Board). This plan replaced the
Single Integrated Plan and introduced four Well-being Objectives which the
partnership will work together on to improve the Economic, Social, Environmental
and Cultural Well-being of the people and communities of Cwm Taf.

The Cwm Taf Well-being Objectives are:

Thriving Communities;

Healthy People;

Strong Economy; and

Tackling Loneliness and Isolation.

The objectives set out in the Council’'s Corporate Plan and the Cwm Taf Well-
being Plan will help the Council and Cwm Taf Public Services Board to contribute
to the seven national Well-being goals, as set out in the Well-being of Future
Generations Act:

A globally responsible Wales;
A prosperous Wales;

A resilient Wales;

A healthier Wales;


http://www.ourcwmtaf.wales/
http://www.ourcwmtaf.wales/
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e A more equal Wales;
e A Wales of cohesive communities; and
e A Wales of vibrant culture and thriving Welsh Language.

Explanation of Core Financial Statements

The Statement of Accounts that follow this Narrative Report contains the following
Core Financial Statements:

e Movement in Reserves Statement (MiRS) — analyses the movement in
usable and unusable reserves.

e Comprehensive Income and Expenditure Statement (CI&ES) — reflects
income and expenditure in accordance with IFRS and is analysed into service
areas which reflect the way in which services operate and performance is
managed.

e Balance Sheet — reflects all assets, liabilities and reserves of the Council as
at the end of the financial year.

e Cash Flow Statement — analyses the movement in cash and cash
equivalents for the year.

The Annual Governance Statement is included within the Statement of Accounts.
This statement details the Council’s governance arrangements and reviews its
effectiveness.

In the financial statements for 2017/18, two joint committees are consolidated:
e Central South Consortium Joint Education Service (CSCJES); and
e Cardiff Capital Region City Deal (CCRCD).

Revenue Income and Expenditure 2017/18

The Comprehensive Income and Expenditure Statement provides an analysis of
the Council’s gross revenue expenditure and income in accordance with IFRS.

The broad objectives of The Council's 2017/2018 Revenue Budget Strategy were
to:

e Support the delivery of our key strategic priorities, particularly around the need
to build a strong economy, promote people’s independence and create a
County Borough where people are proud to live and work.

¢ Retain the support of the Wales Audit Office for the approach the Council has
adopted to securing strong financial management.

e Continue with the delivery of our key services and protect as many local jobs
as possible even with diminishing financial resources.

e Take a responsible attitude towards agreeing the level of the Council Tax.


https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Council/2017/03/01/Reports/AgendaItem7TheCouncilRevenueBudgetStrategyreportandappendices.pdf

The Council monitors performance across the following service areas:

Education & Lifelong Learning Services - Providing School and Community
Learning Services, Libraries, Welsh Language Services, Access, Engagement
& Inclusion Services, Asset Management and Catering Services.

Community & Children’s Services - Providing Community Care Services,
Community Housing Services, Health and Social Care, Children’s Services,
the Communities First Programme, Public Health & Protection, Leisure, Parks
& Countryside and Heritage & Museums.

Corporate & Frontline Services - Providing the frontline services of
Highways, Transport and Strategic Projects, Streetcare Services (including
Waste and Street Cleansing), Customer Care, Housing Benefit and Council
Tax administration together with key support services of Finance, ICT,
Corporate Estates Management and Procurement.

Chief Executive’s Division - Providing the Authority wide functions of Human
Resources, Cabinet & Public Relations, Legal & Democratic Services and

Regeneration & Planning Services.

The following table details each of the service groups’ actual net expenditure and
budget during 2017/18. Further details can be found on the Council’s website
(from July 2018) within the Council Performance Report. This represents the net
revenue expenditure of the Council in line with the statutory provisions that need

to be taken into account when setting local taxes.

The variance against budget contributes to the movement on the Council Fund

Balance:
Service Group Budget Spend| Variance
£°000 £000 £000
Education & Lifelong Learning 177,855 178,078 223
Community & Children’s Services 137,904 138,233 329
Chief Executive's Division 11,872 11,881
Corporate & Frontline Services 61,123 60,807 (316)
Authority Wide Budgets 70,186 69,555 (631)
Total 458,940| 458,554 (386)
Net Underspend set aside to fund Investment in Winter
Maintenance 0 386 386
Total 458,940 458,940 0
£000
Council Fund Reserves as at 31°' March 2017 10,720
Revenue Budget Out-turn (Variance as above) 0
Council Fund Reserves as at 31° March 2018 10,720

Expenditure on services amounted to £711m,
following expenditure categories:

this can be analysed over the



Type of Expenditure

£'m

%

Employees 301 42
Premises 28 4
Transport 19 3
Supplies and Services 76 10
Payments to Third Parties 115 16
Transfer Payments 98 14
Capital Charges 70 10
Other Operating Costs (e.g. Support Services) 4 1
Total Gross Expenditure 711 100

Income during the year totalled £761m and came from the following sources:

Income Analysis £m %
Direct Service Income

Specific Grants 161 21
Sales, Fees & Charges 43 6
Other Income 45 6
Sub-Total Direct Service Income 249 33
Other Income

Council Tax 124 16
Non-Domestic Rates 76 10
Non-Ringfenced Government Grants 279 37
Capital Grants and Contributions 33 4
Total Income 761 100

Capital Expenditure and Income 2017/18

During the year the Council incurred £101.8m

summarised below:

Group £000
Corporate Initiatives 1,175
Corporate & Frontline Services 24,532
Chief Executive's Division 7,474
Education & Lifelong Learning Services 54,921
Community & Children’s Services 13,659
Total 101,761

The type of capital expenditure incurred during the year is summarised below:

Capital Expenditure £°000
Tangible Long-Term Assets 88,033
Intangible Long-Term Assets 1,267
Revenue Expenditure Funded from 12,461
Capital under Statute

Total 101,761

This expenditure was financed as follows:

of capital expenditure, as




Capital Financing £000
Revenue Funding 28,235
Capital Receipts 1,068
Capital Development Fund 1,562
Borrowing 35,567
Grants 30,572
Third Party Contributions 4,757
Total 101,761

Significant expenditure was incurred on:

e Aberdare School & Sports Centre;

e Cwmaman Community Primary School,

Porth Community School;

Summary of Future Capital and Revenue Plans

Tonypandy Community School Modernisation (Ysgol Nantgwyn);
Tonyrefail Community School Modernisation; and
Treorchy Comprehensive School Modernisation.

The priorities included within the Council’s Corporate Plan need to be underpinned
by robust financial management. Forward looking financial and service planning
arrangements are critical in ensuring the Council’s priorities are affordable and
lead the work to become more efficient, transform services and deliver investment

priorities.

Capital and revenue budgets are approved annually by full Council. The Capital
Programme is approved for a rolling 3-year period and updated annually. Revenue
budgets are set annually in line with the Welsh Government settlement

announcements.

A summary of the latest Capital Programme agreed by Council in February 2018

is as follows:

Group Expenditure 2018/19| 2019/20f 2020/21 Total

£000 £000 £000 £000
Chief Executive's Division 39,368 24,509 6,128 70,005
Corporate & Frontline Services 27,914 8,136 5,560 41,610
Corporate Initiatives 1,044 850 850 2,744
Education & Lifelong Learning Services 43,209 8,391 5,046 56,646
Community & Children’s Services 7,043 1,100 1,100 9,243
Total 118,578 42,986 18,684 180,248




Estimated Resources Required to 2018/19| 2019/20( 2020/21 Total
Fund Capital Programme £000 £°000 £000 £000
Supported Borrowing 6,972 6,972 6,972 20,916
Unsupported Borrowing 41,928 17,962 0 59,890
Capital Grants 21,074 8,006 4,242 33,322
Third Party Contributions 1,261 0 0 1,261
General Fund Capital Resources 11,595 4,817 4,720 21,132
Revenue Contributions 35,748 5,229 2,750 43,727
Total 118,578 42,986 18,684 180,248

As at 315t March 2018, major capital commitments over the next three years (per
the Capital Programme 2018-2021) include the following schemes:

Scheme £000
Disabled Facilities Grants/Adaptations (DFGs) 12,000
Taff Vale Development 46,825
Fleet Vehicles 10,156
Highways Improvements 6,408
Structures 8,094
Transportation Infrastructure 10,772
Schools Modernisation Rhondda and Tonyrefail 29,765

A summary of the Council’s revenue budget for 2018/19 (agreed in February
2018) is outlined below:

Service Area £000
Authority Wide 69,850
Individual Schools Budget 148,950
Community & Children’s Services 144,930
Corporate & Frontline Services and Chief 76,013
Executive's Division

Education & Lifelong Learning Services 31,857
Total 471,600

Borrowing Arrangements and Sources of Funds

Each year, in accordance with the Local Government Act 2003 and the Prudential
Code, the Council is required to set limits in relation to:

e Authorised limit for borrowing.
e Limits on exposure to fixed and variable interest rates.
e Various other prudential and treasury indicators.

The limits set at the start of the financial year were as follows:

Authorised borrowing limit £440.0m
(This was increased to £460.0m in the Mid Year Strategy Report)

Interest Rate Exposure — Borrowing Range
Limits on total % of borrowing at fixed interest rates 45% - 100%

Limits on total % of borrowing at variable interest rates 0% - 55%



10.

11.

Interest Rate Exposure — Investments Range
Limits on total % of investments at fixed interest rates 0% - 25%
Limits on total % of investments at variable interest rates 75% - 100%

The Council’s borrowing totals £272.8m, of which £193.9m is long-term and
£78.9m is short-term. This external borrowing is from the Public Works Loan
Board (PWLB) £111.0m, £161.8m from market loans and other sources.

The Council is required to prepare a Treasury Management Strategy for the
forthcoming year. The Council’'s Treasury Management Practices allow the Council
to raise funds from a variety of sources, including the PWLB and the money
market. The Group Director Corporate & Frontline Services is authorised to take
the most appropriate form of borrowing from approved sources within the overall
borrowing limits set by Council.

Pensions Assets and Liabilities

As a result of International Accounting Standard (IAS) 19 “Employee Benefits”,
local authorities are required to account for pensions liabilities in respect of the
cost of decisions made up to the Balance Sheet date. Please refer to notes 17.4
and 38.0 to the Core Financial Statements for further details. The effect of IAS 19
upon the reserves of the Council is as follows:

£000
Net Assets excluding Pensions Reserve 804,490
Net Assets as per Balance Sheet 191,672

Cardiff Capital Region City Deal (CCRCD)

On 15" March 2016, the ten Council Leaders in South East Wales, the First
Minister, the Welsh Government Minister for Finance and Government Business,
the Secretary of State for Wales and the Chief Secretary to the Treasury signed
the Cardiff Capital Region City Deal, an agreement between the UK Government,
the Welsh Government and the ten leaders. It includes:

e A £1.2 billion investment in the Cardiff Capital Region’s infrastructure through
a 20-year Investment Fund;

e The creation of a non-statutory Regional Transport Authority to coordinate
transport planning and investment, in partnership with the Welsh Government;

e The development of capabilities in Compound Semiconductor Applications;
e The creation of a Cardiff Capital Region Skills and Employment Board,;

e The Cardiff Capital Region and the Welsh Government will work with the
Department for Work and Pensions to co-design the future employment
support from 2017 for people with a health condition or disability and/or long
term unemployed;

e A Cardiff Capital Region Business Organisation will be established to ensure
that there is a single voice for business to work with local authority leaders;
and



12.

e The Welsh Government and the Cardiff Capital Region commit to a new
partnership approach to housing development and regeneration. This will
ensure the delivery of sustainable communities, through the use and re-use of
property and sites.

A Special Purpose Vehicle company, CSC Foundry Ltd, has been established by
the 10 partner authorities in order to implement and contract with IQE Silicon
Compounds Ltd to deliver the CSC (Compound Semi Conductor) project. For
2017/18 the joint committee accounts of CCRCD (which includes the subsidiary
company CSC Foundry Ltd) have been consolidated into the Council’'s accounts
based upon the population figures as specified in the Joint Working Agreement
approved by Council on 25" January 2017. The Draft Joint Working Agreement
Business Plan (Cardiff Capital Region Strategic Business Plan) was approved by
Council on 28" March 2018.

Wales Pension Partnership (WPP)

On the 15" March 2017 Council approved the establishment of a Joint
Governance Committee to oversee the pooling of the investments of the eight
Local Government Pension Scheme (LGPS) funds in Wales. The link to the report
can be found here: All Wales Pension Fund Investment pooling-joint Governance
Committee_and Inter Authority Agreement. The Wales Pension Partnership has
appointed Link Fund Solutions Ltd (Link) to establish and run a collective
investment vehicle for the sole use of the LGPS in Wales. This will enable the
pooling of assets across a range of asset classes. The LGPS funds will retain full
control over strategic asset allocation decisions. As at 31t March 2018, no assets
have yet transferred into the new collective investment vehicle.



http://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Council/2017/03/15/Reports/AgendaItem9AllWalesLGPSPoolingGovernance.pdf
http://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Council/2017/03/15/Reports/AgendaItem9AllWalesLGPSPoolingGovernance.pdf

Statement of Responsibilities for the Statement of Accounts
The Council's Responsibilities
The Council is required:

e To make arrangements for the proper administration of its financial affairs
and to ensure one of its Officers has the responsibility for the administration
of those affairs. In this Council, that Officer is the Group Director Corporate
& Frontline Services.

e To manage its affairs to ensure economic, efficient and effective use of
resources and safeguard its assets.

e Approve the Statement of Accounts.

| confirm that these accounts were approved by Council on 5" September 2018.

Signature: Date:

Clir. Steve Powderhill

Mayor

Civic Offices, Municipal Buildings
Gelliwastad Road

Pontypridd

CF37 2DP

The Group Director Corporate & Frontline Services' Responsibilities

The Group Director is responsible for the preparation of the Council's Statement of
Accounts which, in terms of the CIPFA Code of Practice on Local Authority
Accounting in the United Kingdom, is required to present a true and fair view of the
financial position of the Council at the accounting date and its income and
expenditure for the year.

In preparing this Statement of Accounts, the Group Director has:

e Selected suitable accounting policies and applied them consistently.
e Made judgements and estimates that were reasonable and prudent.
e Complied with the code.

The Group Director has also throughout the financial year:

¢ Maintained proper accounting records that were kept up to date.
e Taken reasonable steps for the prevention and detection of fraud and other
irregularities.



Certificate of the Group Director Corporate & Frontline Services
on the Accounts of Rhondda Cynon Taf CBC for 2017/18

| certify that the accounts present a true and fair view of the financial position of
Rhondda Cynon Taf CBC as at 315t March 2018 and its income and expenditure for
the year.

Signature: Q)?\QQ Date: %f/sjfg

Christopher D. Lee

Group Director Corporate & Frontline Services
Bronwydd House

Porth

CF39 9DL



Certificate of the Group Director Corporate & Frontline Services
on the Accounts of Rhondda Cynon Taf Pension Fund for 2017/18

| certify that the accounts present a true and fair view of the financial position of the
Rhondda Cynon Taf Pension Fund as at 31t March 2018 and its income and
expenditure for the year.

Signature: Cm""—& Date: %/ / qf (¥

Christopher D. Lee

Group Director Corporate & Frontline Services
Bronwydd House

Porth

CF39 9DL



Movement in Reserves Statement (MiRS)

This Statement shows the movement in the year on the different reserves held by
the Council, analysed into “usable reserves” (i.e. those that can be applied to fund
expenditure or reduce local taxation) and “unusable reserves”. The Total
Comprehensive Income and Expenditure line shows the economic cost of providing
the Council’s services on an International Financial Reporting Standards basis,
more details of which are shown in the Comprehensive Income and Expenditure
Statement. These are different from the statutory amounts required to be charged
to the Council Fund Balance for Council Tax setting. The Net Increase/(Decrease)
before transfers to Earmarked Reserves line shows the statutory Council Fund
Balance before any discretionary transfers to or from earmarked reserves
undertaken by the Council.



Movement in Reserves Statement for the year ended 315t March 2017
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£'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000
Notes: 16.1 16.2 16.2 16.3 16.4 17.0
Balance at 1*' April 2016 10,720 60,504 485 6,623 142,131 141,565 283,696
Movement in reserves during 2016/17:
Total Comprehensive Income and (18,366) 0 (3,146) 0 0 (21,512) (55,920) (77,432)
Expenditure
Adjustments between accounting basis
and funding under regulations:
Adjustments primarily involving the
Capital Adjustment Account:
Reversal of items debited/credited to
CI&ES:
Charges for depreciation and impairment 44,575 0 0 44,575 (44,575) 0
of long-term assets
Revaluation losses on property, plant & 13,982 1,773 0 15,755 (15,755) 0
equipment
Amortisation of intangible assets 1,385 0 0 1,385 (1,385) 0
Movement in the Donated Assets (254) 0 0 (254) 254 0
Account
Revenue expenditure funded from capital 8,476 0 0 8,476 (8,476) 0

under statute

Continued Overleaf...




Amounts of long-term assets written off on
disposal or sale as part of the gain/loss on
disposal to the CI&ES

Insertion of items not debited/ credited
to CI&ES:

Statutory provision for the financing of
capital investment

(11,732)

(11,732)

11,732

Capital expenditure charged against the
Council Fund Balances

(28,777)

(28,777)

28,777

Adjustments primarily involving the
Capital Grants Unapplied Account:

Capital grants and contributions unapplied
credited to CI&ES

(22,637)

22,637

0

Application of grants to capital financing
transferred to the Capital Adjustment
Account

0

o

(20,688)

(20,688)

20,688

Adjustments involving the Capital
Receipts Reserve:

Transfer of sale proceeds credited as part
of the gain/loss on disposal to the CI&ES

(1,824)

4,347

2,523

(2,523)

Use of the Capital Receipts Reserve to
finance new capital expenditure

0

(3,401)

(3,401)

3,401

Transfer from Deferred Capital Receipts

Reserve upon receipt of cash
Adjustments involving the Financial
Instruments Adjustment Account:

0

12

12

(12)

Amount by which finance costs charged to
the CI&ES are different from finance costs
chargeable in the year in accordance with
statutory requirements

(47)

(47)

47

Adjustments involving the Pensions
Reserve:

Reversal of items relating to retirement
benefits debited or credited to the CI&ES

49,730

10

49,740

(49,740)

0

Continued Overleaf...




Employer’s pensions contributions and
direct payments to pensioners payable in
the year

(30,700)

(132)

(30,832)

30,832

Adjustment involving the Unequal Pay
Back Pay Adjustment Account:

Amount by which amounts charged for
equal pay claims to the CI&ES are different
from the cost of settlements chargeable in
the year in accordance with statutory
requirements

31

31

(1)

Adjustment involving the Accumulated
Absences Account:

Amount by which officer remuneration
charged to the CI&ES on an accruals basis
is different from remuneration chargeable
in the year in accordance with statutory
requirements

1,559

(4)

1,555

(1,555)

Other adjustments include:

Adjustment between the Capital
Adjustment Account and the Revaluation
Reserve

Depreciation of long-term asset revaluation
gains

0

0

0

Net increase or (decrease) before
transfers to Earmarked Reserves

5,401

(1,499)

958

1,949

6,809

(84,241)

(77,432)

Transfers to or from Earmarked
Reserves

(5,401)

2,910

4,148

(1,457)

(200)

0

0

0

Increase or (decrease) in the year

0

2,910

2,649

(1,457)

958

1,949

(200)

6,809

(84,241)

(77,432)

Balance at 31°' March 2017

10,720

62,778

63,153

2,130

1,443

8,572

144

148,940

57,324

206,264




Movement in Reserves Statement for the year ended 315t March 2018
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£'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000
Notes: 16.1 16.2 16.4 17.0
Balance at 1°' April 2017 10,720 62,778 8,572 148,940 57,324 206,264
Movement in reserves during 2017/18:
Total Comprehensive Income and (8,209) 3,720 0 (4,577) (10,015) (14,592)
Expenditure
Adjustments between accounting basis
and funding under regulations:
Adjustments primarily involving the
Capital Adjustment Account:
Reversal of items debited/credited to
CI&ES:
Charges for depreciation and impairment 40,326 0 40,326 (40,326) 0
of long-term assets
Revaluation losses on property, plant & 15,955 0 15,955 (15,955) 0
equipment
Amortisation of intangible assets 1,266 0 1,266 (1,266) 0
Movement in the Donated Assets 0 0 0 0 0
Account
Revenue expenditure funded from capital 12,999 0 12,999 (12,999) 0

under statute

Continued Overleaf...




Amounts of long-term assets written off on
disposal or sale as part of the gain/loss on
disposal to the CI&ES

938

725

1,663

(1,663)

Insertion of items not debited/ credited
to CI&ES:

Statutory provision for the financing of
capital investment

(11,054)

(11,054)

11,054

Capital expenditure charged against the
Council Fund Balances

(29,797)

(29,797)

29,797

Adjustments primarily involving the
Capital Grants Unapplied Account:

Capital grants and contributions unapplied
credited to CI&ES

(34,152)

0

34,152

0

Application of grants to capital financing
transferred to the Capital Adjustment
Account

0

(3,800)

(35,328)

(39,128)

39,128

Adjustments involving the Capital
Receipts Reserve:

Transfer of sale proceeds credited as part
of the gain/loss on disposal to the CI&ES

0

Use of the Capital Receipts Reserve to
finance new capital expenditure

(1,068)

(1,068)

1,068

Transfer from Deferred Capital Receipts
Reserve upon receipt of cash

27

27

(27)

Adjustments involving the Financial
Instruments Adjustment Account:

Amount by which finance costs charged to
the CI&ES are different from finance costs
chargeable in the year in accordance with
statutory requirements

(63)

(63)

63

Adjustments involving the Pensions
Reserve:

Reversal of items relating to retirement
benefits debited or credited to the CI&ES

56,650

314

56,964

(56,964)

0

Continued Overleaf...




Employer’s pensions contributions and
direct payments to pensioners payable in
the year

(35,220)

(160)

(35,380)

35,380

Adjustment involving the Unequal Pay
Back Pay Adjustment Account:

Amount by which amounts charged for
equal pay claims to the CI&ES are different
from the cost of settlements chargeable in
the year in accordance with statutory
requirements

(98)

(98)

98

Adjustment involving the Accumulated
Absences Account:

Amount by which officer remuneration
charged to the CI&ES on an accruals basis
is different from remuneration chargeable
in the year in accordance with statutory
requirements

(4,925)

(4,925)

4,925

Other adjustments include:

Adjustment between the Capital
Adjustment Account and the Revaluation
Reserve

Depreciation of long-term asset revaluation
gains

0

0

Net increase or (decrease) before
transfers to Earmarked Reserves

4,616

(80)

66

(316)

(1,176)

3,110

(17,702)

(14,592)

Transfers to or from Earmarked
Reserves

(4,616)

2,398

922

1,267

29

0

0

0

Increase or (decrease) in the year

2,318

988

1,267

(316)

(1,176)

29

3,110

(17,702)

(14,592)

Balance at 31 March 2018

10,720

65,096

64,141

3,397

1,127

7,396

173

152,050

39,622

191,672




Comprehensive Income and Expenditure Statement (CI&ES)

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



Comprehensive Income and Expenditure Statement for the year ended

31t March 2018

2016/17 2017/18
Gross Gross Net Note: Gross Gross Net
Exp| Income Exp Exp| Income Exp
£'000 £'000 £'000 £'000 £'000 £'000
108,271 (27,140) 81,131| Corporate & Frontline Services 103,294| (26,136) 77,158
17,972| (6,267)] 11,705| Chief Executive's Division 21,542 (4,174)] 17,368
237,858| (47,668)] 190,190| Education & Lifelong Learning Services 234,949| (46,042)[ 188,907
222,712| (79,837)| 142,875 Community & Children's Services 240,889| (86,948)[ 153,941
104,006 (76,302) 27,704| Authority Wide Budgets 103,932| (79,537) 24,395
(359) 3,504 3,145| Joint Committees 5,968| (5,794) 174
690,460| (233,710)| 456,750| Cost of Services 710,574| (248,631)| 461,943
Other Operating Expenditure
17,220 0 17,220| Precepts 34.3 18,192 0 18,192
11,371 0 11,371| Levies 34.3 11,685 0 11,685
0] (1,824 (1,824)| (Gains) or Losses on Disposal of Non- 938 0 938
Current Assets
Financing and Investment Income
and Expenditure
10,446 0 10,446| Interest Payable and Similar Charges 9.2 9,760 0 9,760
17,511 0 17,511 Net Interest on Net Defined Liability 382 14,590 1) 14,589
(Asset)
0 (123) (123)| Interest Receivable and Similar Income 9.2 0 (117) (117)
Taxation and Non-Specific Grant
Income
0] (119,893)] (119,893)| Council Tax Income 32.0 0| (123,802)| (123,802)
0| (70,451)| (70,451)| NDR Distribution 31.0 0| (76,412)| (76,412)
0] (283,324)| (283,324)| Non-Ringfenced Government Grants 0| (279,035)| (279,035)
0] (16,170)] (16,170)| Capital Grants and Contributions 0| (33,164) (33,164)
747,008| (725,495) 21,513( (Surplus) or Deficit on the Provision 765,739| (761,162) 4,577
of Services
0 11,327 11,327| (Surplus) or Deficit on Revaluation of 0 (2,271) (2,171)
Property, Plant & Equipment Assets
0 44,592 44,592| Remeasurement of the Net Defined 0 12,186 12,186
Benefit Liability
0 55,919 55,919( Other Comprehensive Income and 0 10,015 10,015
Expenditure
747,008| (669,576) 77,432| Total Comprehensive Income and 765,739| (751,147) 14,592
Expenditure




Balance Sheet

The Balance Sheet shows the value of the assets and liabilities recognised by the
Council at the financial year end. The net assets (assets less liabilities) are matched by
the reserves held by the Council. Reserves are reported in two categories. The first
category of reserves are usable reserves, i.e. those reserves that the Council may use
to provide services, subject to the need to maintain a prudent level of reserves and any
statutory limitations on their use. The second category of reserves are those that the
Council is not able to use to provide services. This category of reserves includes
reserves that hold unrealised gains and losses (for example, the Revaluation Reserve)
and reserves that hold timing differences shown in the Movement in Reserves
Statement section ‘Adjustments between accounting basis and funding basis under
regulations’.



Balance Sheet as at 315t March 2018

31/03/17 31/03/18
£000 Note: £000 £000
Long- Property, Plant & Equipment: 7.0
587,997| Term Other Land & Buildings 576,234
431,023| Assets Infrastructure 431,638
9,615 Vehicles, Plant & Equipment 8,263
4,078 Community Assets 3,677
15,620 Assets Under Construction 64,033
145 Heritage Assets 145
2,797 Long-Term Intangible Assets 8.0 2,962
1,000 Long-Term Investments 9.1 4,750
2,940 Investment in Subsidiaries 2,989
1,385 Long-Term Debtors 1,259
1,056,600 TOTAL LONG-TERM ASSETS 1,095,950
13,752| Current Short-Term Investments 9.1 14,591
4,215| Assets Assets Held for Sale 12.0 3,179
730 Short-Term Intangible Assets 498
725 Inventories 627
51,185 Short-Term Debtors 10.0 59,016
2,399 Cash and Cash Equivalents 11.0 7,382
73,006 TOTAL CURRENT ASSETS 85,293
(16,646)| Current Cash and Cash Equivalents 11.0 (14,352)
(39,997)| Liabilities | Short-Term Borrowing 9.1 (78,926)
(379) Other Short-Term Liabilities (388)
(3,308) Short-Term Provisions 14.0 (2,120)
(79,135) Short-Term Creditors 13.0 (77,937)
(139,465) TOTAL CURRENT LIABILITIES (173,723)
0| Long- Long-Term Creditors (6,479)
(703)| Term Long-Term Provisions 14.0 (1,950)
(193,872)| Liabilities | Long-Term Borrowing 9.1 (193,889)
(589,179) Other Long-Term Liabilities 15.0 (613,407)
(123) Donated Asset Account (123)
(783,877) TOTAL LONG-TERM LIABILITIES (815,848)
206,264| NET ASSETS 191,672

Continued Overleaf...




10,720| Usable Council Fund Balance 16.1 10,720
Reserves | Earmarked Reserves: 16.2

62,778 Capital, Treasury and Insurance Reserves 16.2 65,096
63,153 Other Revenue Related Reserves 16.2 64,141
2,130 Delegated Schools Reserve 3,397
1,443 Usable Capital Receipts Reserve 16.3 1,127
8,572 Capital Grant Unapplied Account 16.4 7,396
144 MGCC Insurance Reserve 173

148,940 TOTAL USABLE RESERVES 152,050
196,695| Unusable | Revaluation Reserve 17.1 192,742
11| Reserves | Deferred Capital Receipts Reserve 6
450,463 Capital Adjustment Account 17.2 465,403
(5,719) Financial Instruments Adjustment Account 17.3 (5,656)
(579,048) Pensions Reserve 17.4 (612,818)
(98) Unequal Pay Back Pay Account 0
(4,980) Short-Term Accumulating Compensated (55)

Absence Account
57,324 TOTAL UNUSABLE RESERVES 39,622
206,264 TOTAL RESERVES 191,672




Cash Flow Statement

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



Cash Flow Statement 2017/18

2016/17 2017/18
£000 Note: £000 £000
21,513 Net (Surplus) or Deficit on the Provision of 4,577
Services
(72,943)| Adjustments to Net (Surplus) or Deficit on 18.0 (80,768)
the Provision of Services for Non-Cash
Movements
20,517| Adjustments for Items Included in the Net 19.0 33,889

(Surplus) or Deficit on the Provision of
Services that are Investing and Financing

Activities
(30,913)[ Net Cash Flows from Operating (42,302)
Activities
47,795| Investing Activities 21.0 76,001
(12,494)| Financing Activities 22.0 (40,976) 35,025
4,388| Net Increase or Decrease in Cash or (7,277)

Cash Equivalents

9,859| Cash and Cash Equivalents at the 11.0 14,247
Beginning of the Reporting Period
14,247| Cash and Cash Equivalents at the End 11.0 6,970

of the Reporting Period




Expenditure and Funding Analysis

The Expenditure and Funding Analysis brings together the Council’'s performance
reported on the basis of expenditure measured under proper accounting practices with
statutorily defined charges to the Council Fund.

Proper accounting practices measure the resources that have been generated and
consumed in the year including such things as the use of property (depreciation) and
the value of pension benefits earned by the employees. Statutory provisions determine
how much of the authority’s expenditure needs to be met from council tax each year.

The Expenditure and Funding Analysis;

e shows for each of the Council’'s services a comparison of the net resources
applied and the net charge against council tax, and

e provides an opportunity to explain significant differences between the two.

This analysis promotes accountability and stewardship by providing a direct link with
the annual decision making process of the Council and its budget i.e. the Council Fund.
It follows the performance framework of the Council.



Expenditure and Funding Analysis Statement for the year ended 315t March 2017

2016/17

Income and
Expenditure
Chargeable to the

Adjustments
Between Funding
and Accounting

Net Expenditure
for the Equivalent
Amounts for

Council Fund Basis CI&ES
£'000 £'000 £'000
Corporate & Frontline Services 59,467 21,664 81,131
Chief Executive's Division 11,480 225 11,705
Education & Lifelong Learning Services 175,552 14,638 190,190
Community & Childrens Services 133,865 9,010 142,875
Authority Wide Budgets 74,471 (46,767) 27,704
Joint Committees 0 3,145 3,145
Cost of Services 454,835 1,915 456,750
Other Income and Expenditure (454,835) 19,598 (435,237)
(Surplus) or Deficit 0 21,513 21,513
Opening Council Fund at 31* March 2016 (10,720)
Less (Surplus) Deficit on Council Fund in 0
Year
Closing Council Fund at 31° March 2017 (10,720)

Expenditure and Funding Analysis Statement for the year ended 315t March 2018

2017/18

Income and
Expenditure
Chargeable to the

Adjustments
Between Funding
and Accounting

Net Expenditure
for the Equivalent
Amounts for

Council Fund Basis CI&ES
£'000 £'000 £'000
Corporate & Frontline Services 60,807 16,351 77,158
Chief Executive's Division 11,881 5,487 17,368
Education & Lifelong Learning Services 178,078 10,829 188,907
Community & Childrens Services 138,233 15,708 153,941
Authority Wide Budgets 69,941 (45,546) 24,395
Joint Committees 0 174 174
Cost of Services 458,940 3,003 461,943
Other Income and Expenditure (458,940) 1,574 (457,366)
(Surplus) or Deficit 0 4,577 4,577
Opening Council Fund at 31° March 2017 (10,720)
Less (Surplus) Deficit on Council Fund in 0
Year
Closing Council Fund at 31° March 2018 (10,720)




Notes to the Core Financial Statements

1.0 Significant Accounting Policies

1.1 Accruals of Expenditure and Income

The accounts of the Council have been prepared on an accrual of income and
expenditure basis in accordance with the Code of Practice on Local Authority
Accounting. This ensures activity is accounted for in the year that it takes place not
when cash payments are made or received.

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

Supplies are recorded as expenditure when they are consumed. Where the Balance
Sheet date falls between supplies receipt and consumption, where significant, they are
carried as inventories on the Balance Sheet.

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.

Interest receivable on investments and payable on borrowings is accounted for
respectively as income and expenditure in the Comprehensive Income and Expenditure
Statement on the basis of the effective interest rate for the relevant financial instrument
rather than the cash flows determined by the contract. Statutory adjustments relating to
interest are reflected in the Movement in Reserves Statement.

Capital transactions are also recorded on an accrual basis, as prescribed by the Code
of Practice on Local Authority Accounting.

1.2 Cash and Cash Equivalents

1.3

Cash and Cash Equivalents are sums of money available for immediate use by the
Council. Such items are deemed to be cash balances held in the Council's bank
accounts (less unpresented cheques), any overdrawn bank balance and petty cash
balances.

Short-term investments are not deemed to be cash and cash equivalents as these are
not readily available without incurring penalties.

Contingent Liabilities

A contingent liability is a possible item of expenditure that arises from past events and
whose existence will be confirmed only by the occurrence of one or more uncertain
future events not wholly within the organisation’s control.
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Such contingent liabilities are not reflected in Provisions in the Balance Sheet as it may
not be probable that an outflow of resources will be required or the amount of the
obligation cannot be measured reliably.

Material contingent liabilities are disclosed in Notes to the Core Financial Statements.

Employee Benefits

All costs relating to employee benefits are accounted for on an accruals basis.
Termination Benefits

These are amounts payable by the Council as a result of a decision to terminate an
employee’s employment before the normal retirement date, or an employee’s decision
to accept voluntary redundancy. Such costs are charged on an accruals basis to the
Comprehensive Income and Expenditure Statement.

When terminations involve the enhancement of pensions, statutory provisions require
the Council Fund to be charged with the amount payable by the Council. In the
Movement in Reserves Statement, appropriations are required to and from the
Pensions Reserve to remove the notional entries for pension enhancements and
replace them with amounts paid and payable.

Pensions

The Council participates in two separate pension schemes that meet the needs of
employees in particular services:

Teachers - This is an unfunded scheme administered by Teachers’ Pensions on behalf
of the Department of Education. Contribution rates are set on the basis of a notional
fund. Whilst this is a Defined Benefit Scheme, Teachers’ Pensions is unable to identify
the Council’s share of the underlying assets and liabilities and accordingly, the Council
has accounted for its contributions to the scheme as if it were a Defined Contribution
Scheme.

Other employees - Rhondda Cynon Taf CBC administer a fund on behalf of employees
under the Local Government Pension Scheme Regulations, under which contribution
rates are set by the Fund’s actuary based on triennial actuarial valuations. Under the
regulations, contribution rates are set in order to lead to full funding of the overall
liability of the Fund over time. The Local Government Scheme is accounted for as a
Defined Benefit Scheme.

e The liabilities of the Rhondda Cynon Taf Pension Fund attributable 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 projections of earnings for current
employees.

e Liabilities are discounted to their value at current prices, using a discount rate of
2.6% in 2017/18 (2.6% in 2016/17).



e The assets of the pension fund attributable to the Council are included in the
Balance Sheet at their fair value:

Quoted Securities — Current Bid Price
Unitised Securities — Current Bid Price
Property — Market Value

e The change in the net pensions liability is analysed as follows:

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 plus administration
expenses.

o Past Service Cost — the increase in liabilities arising from current year decisions
whose effect relates to years of service earned in earlier years debited to the
(Surplus) or Deficit on the Provision of Services in the Comprehensive Income
and Expenditure Statement.

o Interest Cost — the expected increase in the present value of liabilities during the
year as they move one year closer to being paid — debited to the Financing and
Investment Income and Expenditure section of the Comprehensive Income and
Expenditure Statement.

o Expected Return On Assets — the annual investment return on the fund assets
attributable to the Council based on an average of the expected long-term return
— credited to the Financing and Investment Income and Expenditure section of
the Comprehensive Income and Expenditure Statement.

o Actuarial Gains and Losses — changes in the net pensions liability that arise
because events have not coincided with assumptions made at the last actuarial
valuation or because the actuaries have updated their financial, demographic or
experience assumptions — debited or credited to the Pensions Reserve.

o Contributions Paid to the Pension Fund — cash paid as employer’s contributions
to the Pension Fund in settlement of liabilities; not accounted for as an expense
in the Comprehensive Income and Expenditure Statement.

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

early retirements. Any such liabilities arising are accrued in the year of decision to make
the award.
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Accumulated Absence

The Council accrues for staff holidays earned but not taken at each year-end. The
Welsh Government has issued regulations to mitigate the impact of this charge upon
Councils. This Council has taken advantage of the regulations and charged the
additional costs to the Short-Term Accumulating Compensated Absence Account in
Unusable Reserves.

Events after the Balance Sheet Date

Events after the reporting period are those both favourable and unfavourable that occur
between the end of the reporting period and the date when the financial statements are
authorised for issue.

The financial statements are authorised for issue in accordance with the Accounts and
Audit (Wales) Regulations 2014 (as amended). Regulations state the Statement of
Accounts shall be authorised for issue when certified by the Responsible Finance
Officer. Regulations require certification of unaudited accounts takes place by 30" June
following financial year-end.

Regulations require the audited Statement of Accounts to be published by 30"
September. The published Statement of Accounts shall reflect events after the
reporting period up to the date the accounts were authorised for issue. This is the date
the Responsible Finance Officer re-certifies the accounts.

Two types of events can be identified,;

a) those that provide evidence of conditions existing at the end of the reporting period
(adjusting events that shall be recognised in the financial statements);

b) those that are indicative of conditions that arose after the reporting period (non-
adjusting events that are not reflected in accounting statements but, where material,
disclosure is made in the Notes to the Core Financial Statements).

Financial Instruments

Financial Instruments consist of Financial Liabilities and Financial Assets.
Financial Liabilities

Financial Liabilites are carried at amortised cost. Annual charges to the
Comprehensive Income and Expenditure Statement for interest payable are based on
the carrying amount of the liability, multiplied by the effective rate of interest for the
instrument. Where a loan has a single rate of interest over its term, it results in the
amount presented in the Balance Sheet being the outstanding principal repayable, and
the interest charged to the Comprehensive Income and Expenditure Statement is the
amount payable in the loan agreement. Where loans have a rate that is lower in the
initial years, the effective interest rate charge to the Comprehensive Income and
Expenditure Statement “smooths” the interest rate differential. The difference between
the effective interest rate charge and actual interest paid is adjusted in the Movement in
Reserves Statement.
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For most borrowings, this means that the amount presented in the Balance Sheet is the
outstanding principal repayable and the interest charged to the Comprehensive Income
and Expenditure Statement is the amount payable for the year according to the loan
agreement.

Gains (discounts) and losses (premiums) on the repurchase or early settlement of
borrowing are credited/debited to the Comprehensive Income and Expenditure
Statement in the year of repurchase/settlement. However, where repurchase/early
settlement is deemed to be a modification of existing instruments, the
discounts/premiums are incorporated into the value of the instrument and written down
to the Comprehensive Income and Expenditure Statement over the life of the loan via
an adjustment to the effective interest rate.

Where premiums have been charged to the Comprehensive Income and Expenditure
Statement, regulations allow the impact on the Council Fund Balance to be spread over
future years equal to the life of the replaced or replacement loan. Where discounts
have been credited to the Comprehensive Income and Expenditure Statement,
regulations require the impact to be spread over the life of the replacement loan or ten
years, if earlier.

Financial Assets
Financial Assets are classified into two types:

e Loans and Receivables — assets that have fixed or determinable payments but are
not quoted in an active market.

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

Rhondda Cynon Taf CBC holds only “Loans and Receivables”.

Loans and Receivables are initially recognised at fair value and subsequently carried at
amortised cost. Interest Receivable and Similar Income in the Comprehensive Income
and Expenditure Statement is based upon the carrying amount of the asset multiplied
by the effective interest rate for the instrument. This means that the value in the
Balance Sheet is the principal plus any accrued income, and the income recognised in
the Comprehensive Income and Expenditure Statement is based upon the rate quoted
in the loan agreement.

Interest that is due but unpaid at year-end is categorised in the Balance Sheet as a
current asset or liability. This is the case even if the financial asset or liability it relates to
is a long-term instrument.

Intangible Assets

Intangible assets are those Long-Term Assets that do not have physical substance but
are identifiable by the access to future economic benefits that are controlled by the
Council through custody or legal rights.

Software and Licences are capitalised at cost and are amortised over their economic
lives, which are reviewed at the end of each reporting period and revised if necessary.
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An asset is tested for impairment whenever there is an indication that the asset may be
impaired. Any losses are posted to the relevant service line(s) in the Comprehensive
Income and Expenditure Statement.

Any gain or loss arising on the disposal or abandonment of an intangible asset is
reflected in the Other Operating Expenditure section in the Comprehensive Income and
Expenditure Statement.

Where expenditure on intangible assets qualifies as capital expenditure for statutory
purposes, amortisation, impairment losses and disposal gains and losses are not
permitted to have an effect upon Council Fund Balances and are reversed in the
Movement in Reserves Statement.

Leases

Whether a lease is finance or operating depends upon the substance of the transaction
rather than the legal form.

Leases are reviewed at inception and classed as finance or operating by reviewing
arrangements such as:

Transfer of ownership at the end of lease contract.

Option to purchase asset at a price lower than fair value.

Lease term is for a major part of the economic life of asset.

Present value of minimum lease payments amounts to at least substantially all of
the fair value of leased asset.

e Leased assets are specialist and only the lessee can use them without major
modifications.

Leases of land and buildings are considered separately for the purpose of lease
classification.

Finance Leases

A finance lease is one which transfers substantially all the risks and rewards incidental
to ownership of an asset to the lessee.

Where the Council is lessee, an asset and liability is recognised at lease inception. The
asset is subsequently depreciated and revalued as though it were the legal property of
the Council. The liability reduces as lease payments are made.

Where the Council is lessor, the lease payment receivable is recognised as a
repayment of principal with the interest element of the payment being recognised in the
Comprehensive Income and Expenditure Statement. No asset is recognised.

Operating Leases

An operating lease is deemed to be any lease other than a Finance Lease.
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19.1

1.9.2

Where the Council is lessee, lease payments are recognised as an expense in the
Comprehensive Income and Expenditure Statement on a straight-line basis unless
another systematic basis is more representative of the benefits received.

Where the Council is lessor, the income should be recognised on a straight-line basis
unless another systematic basis is more representative of the benefits received. Assets
leased out under an operating lease will be subject to depreciation in the same manner
as other assets within the same category.

Property, Plant and Equipment

Assets that have physical substance and are held for use in the production or supply of
goods or services, for rental to others, or for administrative purposes and that are
expected to be used during more than one financial year are classified as Property,
Plant and Equipment. Depreciation is charged on a straight-line basis on most tangible
assets with a finite useful life, excluding non-depreciable land. Asset lives have been
identified on an individual basis.

Recognition

Expenditure on the acquisition, creation or enhancement of Property, Plant and
Equipment is capitalised on an accruals basis, 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. The Council operates a
£10k de-minimis policy for recognising such expenditure as capital. Expenditure on
assets not owned by the Council, but where continuing benefit is received, is also
capitalised on an accruals basis. Although capitalised, this expenditure is amortised in
the year it is incurred.

The Council operates a de-minimis policy for recording assets in the asset register. De-
minimis levels are in place as follows:

Asset Type £000
Land & Buildings 20
Vehicles 10
Plant & Equipment 10
Infrastructure 20
Community Assets Nil
Measurement

Assets are initially measured at cost, comprising:

e The purchase price.

e Any costs attributable to bringing the asset to the location and condition necessary
for it to be capable of operating in the manner intended by management.

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

The Council does not capitalise borrowing costs.



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

Donated assets are measured initially at fair value. The difference between fair value
and any consideration paid is credited to the Taxation and Non-Specific Grant Income
section of the Comprehensive Income and Expenditure Statement, unless the donation
has been made conditionally. Until conditions are satisfied, the gain is held in the
Donated Assets Account. Where gains are credited to the Comprehensive Income and
Expenditure Statement, they are reversed out of the Council Fund Balance to the
Capital Adjustment Account in the Movement in Reserves Statement.

Tangible Long-Term assets are valued on the basis recommended by CIPFA and in
accordance with the Statement of Asset Valuation Principles and Guidance Notes
issued by the Royal Institute of Chartered Surveyors (RICS). Property, Plant and
Equipment assets are generally valued on the basis of existing use value (EUV) which
is deemed to be “current value”. Specialist items (e.g. schools and cemeteries) are
valued on a depreciated replacement cost basis (DRC). This method of valuation
calculates the cost of constructing modern equivalent buildings and structures,
depreciating them to account for the age and future economic life. This cost calculation
is known as Modern Equivalent Valuation (MEV). Investment properties are generally
valued on the basis of open market value (OMV). Infrastructure assets are included at
historic cost, and adjusted to reflect depreciation. Adopted roads, built by private
developers, are deemed to have zero historical cost to the Council and therefore are
not recognised in the Statement of Accounts.

Where assets are not in use but do not meet the criteria for Assets Held for Sale, then
they are classed as Surplus Assets within the Property, Plant and Equipment and Other
Land and Building categories. Surplus Assets are valued at fair value. Fair value is the
price that would be received between willing market participants. The highest and best
use of the asset needs to be considered. Inputs to the valuation techniques in respect
of these assets are categorised as the following hierarchy levels:

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

Level 2 — inputs other than quoted prices that are observable for the asset or liability.
For example, market conditions; recent sale prices.

Level 3 — unobservable inputs, for example, assumptions about rent growth; discount
rates, etc.

Fair value measurement differentiates between measurements that are recurring i.e. at
the end of each period, for example surplus assets and those that are non-recurring
measured on particular circumstances, for example assets held for sale.

In the accounts there are approximately 137 Surplus Assets with a recurring fair value
of £5.8m. Most of the assets are valued at level 2 inputs, with the exception of one
asset which has been valued at £800k using level 3 inputs. For this asset an
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adjustment has been made to the level 2 inputs to take into account the condition of the
asset.

Community assets are valued on an historic cost basis. These have no determinable
useful life and are assets that the Council intend to hold in perpetuity. Examples of
community assets are parks and memorials.

Assets under Construction are valued at historic cost until they become operational.
When they are brought into use they are revalued on the relevant basis.

Heritage Assets are recognised as such if they are material non-operational assets that
are held purely for cultural or knowledge gaining purposes. These assets are
recognised at cost or market value, are reviewed for impairment but not depreciated.

Where there is no market-based evidence of current value because of the specialist
nature of an asset, depreciated replacement cost (DRC) is used as an estimate of
current value. Where non-property assets that have short useful lives or low values (or
both), depreciated historical cost basis is used as a proxy for current value.

Assets included in the Balance Sheet at current value are revalued sufficiently regularly
to ensure that their carrying amount is not materially different from their current value at
the year-end, but as a minimum every five years. Increases in valuations are matched
by credits to the Revaluation Reserve to recognise unrealised gains. Exceptionally,
gains might be credited to the Comprehensive Income and Expenditure Statement
where they arise from the reversal of a loss previously charged to a service.

Where decreases in value are identified, they are accounted for 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 gains).

e Where there is no balance in the Revaluation Reserve or an insufficient balance, the
carrying amount of the asset is written down against the relevant service line(s) in
the Comprehensive Income and Expenditure Statement.

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

Impairment

Assets are assessed throughout the year 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 gains).



194

1.9.5

e Where there is no balance in the Revaluation Reserve or an insufficient balance, the
carrying amount of the asset is written down against the relevant service line(s) in
the Comprehensive Income and Expenditure Statement.

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

Depreciation

Depreciation is charged on a straight-line basis on most property, plant and equipment.
All asset lives have been identified on an individual basis.

Exceptions are made for:

e Heritage Assets.

e Assets without a determinable finite useful life such as freehold land.

e Assets that are not yet available for use i.e. assets under construction, and assets
held for sale.

Where an item of Property, Plant and Equipment has major components whose cost is
significant in relation to the total cost of the item, the components are depreciated
separately.

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

Depreciation is calculated in the year of acquisition and not in the year of disposal.
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
reclassified as an Asset Held for Sale. These assets are measured at the lower of the

value they had when it was agreed they would be sold and fair value less costs to sell.

The valuation in the balance sheet can be split as follows:

£000
Fair value 842
Carrying value 2,337
Total value in Balance Sheet 3,179

The non-recurring fair value is measured using level 2 in the input hierarchy (refer to
note 1.9.2 for explanation of levels). Where there is a subsequent decrease to fair value
less costs to sell, the loss is posted to the Other Operating Expenditure line in the
Comprehensive Income and Expenditure Statement. Gains in fair value are recognised
only up to the amount of any previous losses recognised in the (Surplus) or Deficit on
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Provision of Services. Depreciation is not charged on Assets Held for Sale. If assets no
longer meet the criteria to be classified as Assets Held for Sale, they are reclassified
back to long-term assets and valued at the lower of their carrying amount before they
were classified as held for sale (adjusted for depreciation, amortisation or revaluations),
and their recoverable amount at the date of the decision not to sell.

Assets that are to be abandoned or scrapped are not reclassified as Assets Held for
Sale. The criteria for recognising assets as being held for sale are:

Available for immediate sale in present condition.
Sale highly probable.

Actively marketed.

Sale completion expected within 12 months.

When an asset is disposed of or 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 section in the Comprehensive Income
and Expenditure Statement as part of the gain or loss on disposal. Receipts from
disposals (if any) 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.
Receipts are required to be credited to the Usable Capital Receipts Reserve, and can
then be used for new capital investment or set aside to reduce the Council’s underlying
need to borrow (the Capital Financing Requirement). Receipts are appropriated to the
Usable Capital Receipts Reserve from the Council Fund Balance in the Movement in
Reserves Statement.

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

Reserves

The Council sets aside specific amounts as reserves for future policy purposes or to
cover contingencies. Reserves are created by appropriating amounts out of the Council
Fund Balance in the Movement in Reserves Statement. When expenditure to be
financed from a reserve is incurred, it is charged to the appropriate service in that year.
To ensure this is not a charge against the Council Fund Balance, the expenditure is
funded via an adjustment in the Movement in Reserves Statement.

Certain reserves are kept to manage the accounting processes for long-term assets,
financial instruments, retirement and employee benefits and do not represent usable
resources for the Council.



1.11 Revenue Expenditure Funded from Capital Under Statute

This is expenditure incurred during the year that may be capitalised under statutory
provisions but does not result in the creation of a Long-Term Asset. It is charged as
expenditure to the relevant service line(s) in the Comprehensive Income and
Expenditure Statement in the year. Where the Council funds such expenditure from
capital resources, a transfer in the Movement in Reserves Statement to the Council
Fund Balance from the Capital Adjustment Account then reverses out the amounts
charged so that there is no impact on the level of Council Tax.

1.12 Government Grants and Other Contributions

Government grants and other contributions relating to capital and revenue expenditure
shall be accounted for on an accruals basis and recognised in the Comprehensive
Income and Expenditure Statement when there is reasonable assurance that;

e the conditions for their receipt have been/will be complied with; and
e the grant or contribution will be received.

Monies advanced where there is no reasonable assurance of the above two criteria, are
held as creditors in the Balance Sheet.

Revenue grants are credited to the relevant service and capital grants are credited to
the Taxation and Non-Specific Grant Income section of the Comprehensive Income and
Expenditure Statement.

Where a revenue grant has been recognised in the Comprehensive Income and
Expenditure Statement but not yet used to fund expenditure, it is set aside as an
Earmarked Reserve.

Where a capital grant has been recognised as income but not yet used to finance
capital expenditure, it is credited to Capital Grants Unapplied via the Movement in
Reserves Statement. Subsequently, when the funds are used, the grant is transferred
from Capital Grant Unapplied Account to Capital Adjustment Account.

Where a claim has yet to be signed off by the Wales Audit Office, Balance Sheet
values in relation to grants are included on an unaudited draft claim basis.

1.13 Charges to Revenue for Long-Term Assets

Services, support services and trading accounts are debited with the following items to
record the cost of holding Long-Term Assets during the year:

e Depreciation attributable to the assets used by the relevant service.

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

e Amortisation of Intangible Assets attributable to the service.
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The Council is not required to raise Council Tax to fund depreciation, revaluation and
impairment losses or amortisation. Therefore these charges to the Comprehensive
Income and Expenditure Statement are reversed in the Movement in Reserves
Statement.

Minimum Revenue Provision/Provision for the Repayment of Debt

The Local Government Act 2003 requires each local authority to set aside a Minimum
Revenue Provision (MRP) for debt redemption. In accordance with the Local Authorities
(Capital Finance and Accounting) (Wales) (Amendment) Regulations 2008 the
Council’'s accounting treatment is as follows:

Supported Borrowing: The MRP on supported borrowing is written off on a straight
line basis over 40 years, linked (broadly) to the lives of the Council’s assets.

Unsupported Borrowing: MRP is charged to the Council Fund Balance as follows:

e Charge in equal instalments (or to match the benefits derived) over the life of the
asset created (asset life must be applied for any expenditure capitalised under a
Capitalisation Direction).

e Annuity method.

e Charge in accordance with the depreciation of the asset; or

e An alternative appropriate method permitted by the guidance.

Finance Leases: In accordance with MRP guidance issued by the Welsh Government,
MRP for finance leases, represents the principal element of repayments made by the
Council (refer to Lease policies).

Provisions

Provisions are made where an event has taken place that gives the Council a legal or
constructive obligation that probably requires settlement by a transfer of economic
benefits or service potential, and a reliable estimate can be made of the amount of the
obligation.

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

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

1.16 Interests in Companies and Other Entities

The Council has interests in companies and other entities which are required to be
included in the financial statements.
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Amgen Cymru Ltd. and Amgen Rhondda Ltd. meet the criteria of subsidiaries and are
represented within Long-Term Assets in the Balance Sheet of the financial statements.

Capita Glamorgan Consultancy Ltd. meets the criteria of an associated company.

Due to materiality, Group financial statements have not been produced. The accounts
for Amgen Cymru Ltd., Amgen Rhondda Ltd. and Capita Glamorgan Consultancy Ltd.
will be available separately once audited.

The Council participates in various Joint Committee arrangements. In line with
materiality considerations, only two of these Joint Committees, Central South
Consortium Joint Education Service (CSCJES) and Cardiff Capital Region City Deal
(CCRCD), have been included within the Council’s financial statements. The
consolidation has been done on a line-by-line basis, calculated using a reasonable
apportionment methodology.

Accounting Standards Issued, Not Adopted

The Code of Practice on Local Authority Accounting in the United Kingdom (the Code)
requires the disclosure of information relating to the expected impact of an accounting
change that will be required by a new standard that has been issued but not yet
adopted. The additional disclosures that will be required in the 2017/18 and 2018/19
financial statements in respect of accounting changes that are introduced in the
2018/19 Code are:

e |FRS 9 Financial Instruments.

e |IFRS 15 Revenue from Contracts with Customers including amendments to
IFRS 15 Clarifications to IFRS 15 Revenue from Contracts with Customers.

¢ Amendments to IAS 12 Income Taxes: Recognition of Deferred Tax Assets for
Unrealised Losses.

¢ Amendments to IAS 7 Statement of Cash Flows: Disclosure Initiative.

The 2018/19 Code requires implementation from 15t April 2018 and there is therefore
no impact on the 2017/18 Statement of Accounts.

The other narrow scope amendments and IFRIC included in the consultation on the
2018/19 Code listed below:

e |IAS40 Investment Property: Transfers of Investment Property
e Annual Improvements to IFRS Standards 2014-16 Cycle, and
e IFRIC 22 Foreign Currency Transactions and Advance Consideration.

The above were not adopted by the EU in time for inclusion in the 2018/19 Code and
therefore they have been rolled forward into the development programme for the
2019/20 Code.

It is not anticipated that the above amendments will have a material impact on the
Council’s Statement of Accounts.
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3.1

3.2

4.0

4.1

Critical Judgements in Applying Accounting Policies

In applying the Accounting Policies set out in note 1.0, the Council has had to make
certain judgements about complex transactions and those involving uncertainty about
future events. The critical judgements made in the Statement of Accounts are:

Grants and Contribution Conditions

Judgements are made in terms of conditions attached to both capital and revenue
grants. Grants are recognised as income when received/receivable. Unless there are
assumptions that conditions of the grant are breached, a return obligation is not
recognised. As a result, capital grants received, with no expected return obligation are
reflected in the Capital Grants Unapplied Account until they are used to fund the Capital
Programme. Similarly, revenue grants received with no expected return obligation that
are to be used to fund future years’ expenditure are reflected in Earmarked Reserves in
the Balance Sheet.

Voluntary Aided and Voluntary Controlled Schools

The Code confirms that the accounting treatment of local authority maintained schools
in England and Wales depends on the balance of control. For voluntary aided schools
any long-term assets that are not owned by the Council but by another legal body, such
as the Diocese, are not to be shown on the Balance Sheet.

The Balance Sheet includes land at St Margaret’s Catholic School and playing fields at
both St John Baptist Church in Wales High School and Cardinal Newman
Comprehensive School, as ownership lies with the Council. When reviewing the
existing criteria, the Council does not consider it has any voluntary controlled schools.

Assumptions Made About the Future and Other Major Sources of Estimation
Uncertainty

This Statement of Accounts contains estimated figures that are based on assumptions
made by the Council about the future or that are otherwise uncertain. Estimates are
made taking into account historical experience, current trends and other relevant
factors. However, because assets and liabilities cannot always be determined with
certainty, actual results could be materially different from the assumptions and
estimates. The items in the Council’'s Balance Sheet at 315t March 2018 for which there
is a significant risk of material adjustment in the forthcoming financial year are as
follows:

Pensions Liability

Estimation of the net liability to pay pensions depends on a number of complex
judgements relating to the discount rate used, the rate at which salaries are projected to
increase, changes in retirement ages, mortality rates and expected returns on pension
fund assets. AON Hewitt is engaged to provide the Council with advice about the
assumptions to be applied.



4.2

4.3

5.0

6.0

The effects on the net pensions liability of changes in individual assumptions can be
measured. However, the assumptions interact in complex ways. During 2017/18, AON
Hewitt advised that the funded proportion of the Council’s net pensions liability had
decreased by £8.1m due to estimates being corrected as a result of experience and
decreased by £28.6m attributable to updating of financial assumptions. Refer to note
38.0 for further details.

Insurance Provision

The Council makes provision for all claims received (but not yet paid) according to the
‘reserve” value attached to that claim. The reserve value represents the most likely
value to settle the claim, not taking into account probability of settlement. Reserve
values are provided by the Council’s in-house insurance team, claims handlers and loss
adjusters depending on the claim type and estimated value of the claim. Motor and
property claims are provided for at 100% of the reserve value. Liability claims are
provided for at a percentage based on the length of time a claim remains unresolved.
This reflects that not all claims received are paid. Some are successfully repudiated.
Refer to note 14.0 for further details.

The risks attached to misstatement are that existing claims will change in value
(increase or decrease) or be successfully repudiated. An earmarked reserve is
established to meet the additional costs relating to the impact of these potential
changes in estimates. The earmarked reserve also funds claims or incidents that have
occurred but claims are yet to be received. Refer to note 16.2 for further details.

Property, Plant and Equipment

External valuers undertake formal valuations within a maximum of a 5 year rolling
programme to ensure that assets in the Balance Sheet are represented at “current
value”. Valuations are undertaken in accordance with guidance issued by the Royal
Institute of Chartered Surveyors (RICS). Within the computation of the current value
valuation, assumptions are made upon the useful lives of assets which could be subject
to change in future years.

Material Iltems of Income and Expense

The Council has no material items of income or expense that require separate
disclosure.

Events After the Balance Sheet Date

The draft, unaudited Statement of Accounts was authorised for issue by the Group
Director Corporate & Frontline Services, as Chief Finance Officer, on 31st May 2018.
Events taking place after this date are not reflected in the financial statements or notes.
Where events taking place before this date provide information about conditions
existing at 315t March 2018, the figures in the financial statements and notes have been
adjusted in all material respects to reflect the impact of this information. There are no
events that took place after 315t March 2018 requiring disclosure providing information
that is relevant to an understanding of the Council’s financial position.



7.0 Property, Plant and Equipment

7.1 Movements on Balances

Movements in 2017/18:
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£000 £000 £000 £000 £000 £000
Cost or Valuation
At 1% April 2017 650,879| 592,367 37,627 4,556 15,620 1,301,049
Joint Committees 0 0 0 0 0 0
Opening Balance
Additions 20,464 17,365 4,621 265 48,413 91,128
Donations 0 0 0 0 0 0
Revaluation Increases/ 5,845 0 0 (26) 0 5,819
(Decreases) Recognised
in the Revaluation
Reserve
Revaluation Increases/ (14,362) 0 (90) (401) 0| (14,853)
(Decreases) Recognised
in the Surplus/Deficit on
the Provision of Services
Derecognition — (1,557) 0 (3,914) 0 0 (5,471)
Disposals
Derecognition — Other (1,911) 0 (1,439) 0 0 (3,350)
Assets Reclassified 1,000 0 0 0 0 1,000
(to)/from Held for Sale
Other Reclassifications (26) (442) 0 26 0 (442)
Other Movements in 0 0 0 0 0 0
Cost or Valuation
At 31% March 2018 660,332] 609,290 36,805 4,420 64,033| 1,374,880
Continued Overleaf...




Accumulated
Depreciation and
Impairment

At 1% April 2017 (62,882)| (161,344)| (28,012) (478) 0] (252,716)
Joint Committees 0 0 0 0 0 0
Opening Balance

Depreciation Charge (12,600)[ (16,308) (4,452) 0 0] (33,360)
Depreciation Written Out 3,023 0 0 0 0 3,023
of the Revaluation

Reserve

Depreciation Written Out 753 0 90 0 0 843
to the Surplus/Deficit on

the Provision of Service

Impairment (6,689) 0 0 0 0 (6,689)
(Losses)/Reversals

Recognised in the

Revaluation Reserve

Impairment (7,255) 0 (1,440) (265) 0 (8,960)
(Losses)/Reversals

Recognised in the

Surplus/Deficit on the

Provision of Services

Derecognition — 27 0 3,833 0 0 3,860
Disposals

Derecognition — Other 1,525 0 1,439 0 0 2,964
Assets Reclassified 0 0 0 0 0 0
(to)/from Held for Sale

Other Reclassifications 0 0 0 0 0 0
Other Movements in 0 0 0 0 0 0
Cost or Valuation

At 31% March 2018 (84,098)| (177,652)| (28,542) (743) 0] (291,035)
Net Book Value:

At 31%! March 2018 576,234 431,638 8,263 3,677 64,033 1,083,845
At 31° March 2017 587,997 431,023 9,615 4,078 15,620] 1,048,333




7.2 Capital Commitments

At 31t March 2018 the Council has entered into a number of contracts for the
construction or enhancement of Property, Plant and Equipment in 2017/18 and future
years, budgeted to cost £74.5m. Similar commitments at 315t March 2017 were £54.0m.

The material contract values as at 315t March 2018 are:

Scheme £000
Porth Community School 3,009
Treorchy Comprehensive School 3,214
Tonypandy Community School (Ysgol Nantgwyn) 10,186
Tonyrefail Community School 20,934
Taff Vale Development 37,171
Total 74,514

7.3 Revaluations

The Council carries out a rolling programme that ensures that all Property, Plant and
Equipment required to be measured at current value is revalued at least every five
years. Valuations are carried out by the Council’s appointed valuer. Valuations of land
and buildings are carried out in accordance with the methodologies and bases for
estimation set out in the professional standards of the Royal Institution of Chartered
Surveyors. Valuations of vehicles, plant and equipment are based on current prices
where there is an active second-hand market or latest list prices adjusted for the
condition of the asset.

The significant assumptions applied in estimating the current values are:

e Valuations include the cost of construction on a modern equivalent basis.

e The cost has been depreciated to account for the age and future economic life of
the buildings.

e Valuations are subject to the prospect and viability of the continuance of the
occupation and use of the property.

8.0 Long-Term Intangible Assets

The Council accounts for its software and licences as Intangible Assets, to the extent
that the software and licences are not an integral part of a particular IT system and
accounted for as part of the hardware item of Property, Plant and Equipment.

The Council pays for licences and software in respect of two key financial systems: the
payroll system and the accounting system. The cost of these systems is written off over
five years.

All software and licences are given a finite useful life, based on assessments of the
period that the software is expected to be of use to the Council. The carrying amount of
Long-Term Intangible Assets is amortised on a straight-line basis. The amortisation
charge for Long-Term Intangible Assets during 2017/18 was £1.3m.



9.0

9.1

The movement on Long-Term Intangible Asset balances during the year is as follows:

2016/17 2017/18
Totall Purchased Licences, Carbon Total
Software| Trade Marks Reduction
Licences| and Artistic| Commitment
Originals
£000 £000 £000 £'000 £000
Balance at start of year
Gross Carrying Amounts 13,284 5,800 8,725 128 14,653
Accumulated Amortisation (10,658) (4,988) (6,868) 0 (11,856)
Net carrying amount at 2,626 812 1,857 128 2,797
start of year
Additions: Purchases 1,746 41 1,226 0 1,267
Transfers (377) 291 0 (128) 163
Amortisation for the Period (1,198) (295) (970) 0 (1,265)
Net Carrying Amount at 2,797 849 2,113 0 2,962
end of year
Gross Carrying Amounts 14,653 6,132 9,951 0 16,083
Accumulated Amortisation (11,856) (5,283) (7,838) 0 (13,121)
Total 2,797 849 2,113 0 2,962

There are no items of capitalised Long-Term Intangible Assets that are individually
material to the financial statements.

Financial Instruments

Categories of Financial Instruments

The following categories of financial instrument are carried in the Balance Sheet:

Long-Term Current
Assets 31/03/17 31/03/18 31/03/17 31/03/18
£°000 £000 £000 £000
Investments: Loans and 1,000 4,750 13,752 14,591
Receivables
Debtors: Financial Assets 1,385 1,259 51,185 59,016
Carried at Contract Amounts
Total 2,385 6,009 64,937 73,607




Long-Term Current
Liabilities 31/03/17 31/03/18 31/03/17 31/03/18
£°000 £000 £°000 £000
Borrowings: Financial Liabilities 193,872 193,889 39,997 78,926
at Amortised Cost
Finance Lease Liabilities 386 385 1 1
Creditors: Financial Liabilities at 0 0 14,750 11,565
Amortised Cost
Total 194,258 194,274 54,748 90,492

The value of creditors in the table relates to invoices authorised for payment by the
Council but remaining unpaid at year-end. This balance is included within the Balance
Sheet heading Short-Term Creditors.

9.2 Income, Expense, Gains and Losses
2016/17 2017/18
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£000 £000 £°000 £000 £000 £000
Interest Expense 10,446 0 10,446 9,760 0 9,760
Impairment Losses 0 0 0 0 0 0
Total Expense in (Surplus) 10,446 0 10,446 9,760 0 9,760
or Deficit on the Provision
of Services
Interest Income 0 (123) (123) 0 (117) (117)
Interest Income Accrued on 0 0 0 0 0 0
Impaired Financial Assets
Total Income in (Surplus) or 0 (123) (123) 0 (117) (117)
Deficit on the Provision of
Services
Net (Gain)/Loss for the Year 10,446 (123) 10,323 9,760 (117) 9,643

9.3

Fair Value of Assets and Liabilities

Financial liabilities, financial assets represented by loans and receivables and long-term
debtors and creditors are carried in the Balance Sheet at amortised cost. Their fair
value can be assessed by calculating the present value of the cash flows that will take

place over the remaining term of the instruments, using the following assumptions:

e Loans borrowed by the Council have been valued by discounting the contractual
cashflows over the whole life of the instrument at the appropriate market rate for
Local Authority loans.




9.4

¢ No early repayment or impairment is recognised.

e Where a financial instrument will mature in the next 12 months, carrying amount is

assumed to approximate to fair value.

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

amount.

e Short-term debtors and creditors are carried at cost as this is a fair approximation of

their value.

The fair values calculated are as follows:

31/03/17 31/03/18
Carrying Fair Value Carrying Fair Value
Amount Amount
£000 £000 £000 £000
PWLB Debt 111,060 180,213 111,060 173,225
Market Debt 87,547 144,250 85,539 136,001
Local Authority Debt 35,016 35,018 76,078 76,078
Other Debt 246 246 138 138
Finance Lease 387 387 386 386
Trade Creditors 14,750 14,750 11,565 11,565
Total 249,006 374,864 284,766 397,393
31/03/17 31/03/18
Carrying Fair Value Carrying Fair Value
Amount Amount
£000 £000 £000 £000
Loans and Receivables 14,660 14,752 22,060 22,065

The fair values for PWLB debt and market debt have been calculated using level 2 in
the fair value hierarchy. Please see note 1.9.2 in the accounting policies for the
explanation of these levels.

Nature and Extent of Risks Arising from Financial Instruments

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

Key Risks

e Credit Risk — the possibility that other parties might fail to pay amounts due to the
Council.

e Liquidity Risk — the possibility that the Council might not have funds available to
meet its commitments to make payments.

e Refinancing and Maturity Risk — the possibility that the Council may be required to
renew a financial instrument on maturity at less favourable interest rates or terms.

o Market Risk — the possibility that financial loss might arise for the Council as a result
of changes in such measures as interest rates and stock market movements.



9.5

9.6

Overall Procedures for Managing Risk

The Council’s overall risk management procedures focus on the unpredictability of the
financial markets and implementing restrictions to minimise these risks. The procedures
for risk management are defined in the Local Government Act 2003 and the associated
regulations. These require the Council to comply with the CIPFA Prudential Code, the
CIPFA Treasury Management in the Public Services Code of Practice and Investment
Guidance issued through the Act. This Council complies with these requirements by:

e Formally adopting the requirements of the Code of Practice.

e By adopting a Treasury Management Policy Statement and Treasury Management
Clauses being incorporated into Financial Procedure Rules.

e Approving annually in advance Prudential and Treasury Indicators for the following
three years.

e Approving an Investment Strategy for the forthcoming year setting out criteria for
both investing and selecting investment counterparties in compliance with guidance
from the Welsh Government.

These are required to be reported and approved before the start of the year to which
they relate. The Treasury Management Strategy outlines the detailed approach to
managing risk in relation to the Council’s financial instrument exposure. Actual
performance is reported in a mid-year review to Members, in addition to a full year
review and also included within quarterly performance reports.

Policies are implemented by a corporate Treasury Management team. The Council
maintains written principles for overall risk management, as well as written policies
covering specific areas, such as interest rate risk, credit risk and the investment of
surplus cash through Treasury Management Practices (TMPs). The TMPs are a
requirement of the Code of Practice and are reviewed periodically.

The Treasury Management Strategy is available on the Council’s website.
Credit Risk

Credit Risk arises from deposits with banks and financial institutions as well as credit
exposures to the Council’s customers.

This risk is minimised through the Investment Strategy, which requires that deposits are
not made with financial institutions unless they meet identified minimum credit criteria.
Such criteria include credit ratings assigned by credit ratings agencies. The Investment
Strategy also imposes a maximum amount and duration to be invested with a financial
institution. The Council undertakes appropriate due diligence and puts in place
appropriate security arrangements when lending to organisations. There are also other
criteria and controls in place regarding counterparty selection, further details of which
can be found in the approved Treasury Management Strategy.

The following analysis summarises the Council’s potential maximum exposure to credit
risk. The default rates give details of the Council’s experience of its customer collection
levels.
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31/03/18 Historical| Adjustment Estimated Estimated
Experience of for Market Maximum Maximum
Default| Conditions at| Exposure to| Exposureto
31/03/18 Default at Default at
31/03/18 31/03/17
(a) (b) (c) (a*c)
£000 % % £000 £000
Deposits with 22,065 0 0 0 0
Government
Departments
& Local
Authorities
Trade Debtors 11,202 0.57 0.57 64 57

The 0.57% Historical Experience of Default represents debt written off in 2017/18
expressed as a percentage of invoices raised during that year. This percentage is not
the basis of the Bad Debt Provision, which is calculated using various percentages
designed to reflect the risk of debts of various ages not being collectable, as opposed
to the far lower rate of actual write-offs for the year.

Investments with the Debt Management Office and other Government backed public
bodies have the rating applicable to Government borrowing.

The Council does not generally allow credit for its trade debtors. However, £3.3m of the
£11.2m balance is debt greater than 30 days old. This debt can be analysed as follows:

31/03/17 31/03/18

£000 £000

Less than 3 months 803 919

3 — 6 months 299 795

6 months to 1 year 313 254

More than 1 year 1,125 1,288

Total 2,540 3,256
Liquidity Risk

The Council manages its liquidity position through effective cash flow management
procedures.

The Council has ready access to borrowings from the money markets to cover any day-
to-day cash flow need, and whilst the PWLB provides access to longer-term funds, it
also acts as a lender of last resort to Councils (although it will not provide funding to a
council whose actions are unlawful). The Council is also required to produce a balanced
budget in accordance with the Local Government Finance Act 1992, which ensures
sufficient monies are raised to cover annual expenditure. There is therefore no
significant risk that it will be unable to raise finance to meet its commitments under
financial instruments.



9.8 Refinancing and Maturity Risk

The Council maintains a significant debt and investment portfolio. Whilst the cash flow
procedures above are considered against the refinancing risk procedures, longer-term
risk to the Council relates to managing the exposure to replacing financial instruments
as they mature. This risk relates to both the maturing of longer-term financial liabilities
and longer-term financial assets.

The approved prudential indicator limits for the maturity structure of debt and the limits
set on investments placed for greater than one year in duration are the key parameters
used to address this risk. The Council approved treasury and investment strategies
address the main risks and the central Treasury team manage operational risks within
approved parameters.

This includes;

e monitoring the maturity profile of financial liabilities and amending the profile through
either new borrowing or the rescheduling of existing debt; and

e monitoring the maturity profile of investments to ensure sufficient liquidity is
available for the Council’s day-to-day cash flow needs, and the spread of longer
term investments provide stability of maturities and returns in relation to the longer
term cash flow needs.

The maturity analysis of the principal value of the Rhondda Cynon Taf CBC element of
financial liabilities is as follows:

31/03/17] 31/03/18

£000 £000

Less than 1 year 38,649 76,133
Between 1 and 2 years 1 6
Between 2 and 5 years 6 2
Between 5 and 10 years 552 552
More than 10 years 194,627 194,627
Total 233,835 271,320

The maturity analysis of financial assets is as follows:

31/03/17| 31/03/18

£000 £000

Maturity greater than one year 5,000 4,750
Maturity less than one year 9,660 17,310

Trade Debtors are not included in the table above.




9.9 Market Risk

Interest Rate Risk

The Council is exposed to interest rate movements on its borrowings and investments.
Movements in interest rates have a complex impact upon the Council, depending how
variable and fixed rates move across differing financial instrument periods.

The Council has a number of strategies for managing interest rate risk. The Annual
Treasury Management Strategy draws together the Council’s prudential indicators and
its expected treasury operations, including an expectation of interest rate movements.
From the strategy, a treasury indicator is set which provides maximum and minimum
limits for fixed and variable interest rate exposure. The central Treasury team, together
with the appointed Treasury Management Advisors, monitor market and forecast
interest rates within the year to adjust the Council’s exposures appropriately.

If all interest rates had been 1% higher (with all other variables being constant) the

financial effect would be:

£000
Increase in interest payable on variable rate 2
borrowings
Increase in interest receivable on variable rate N/A
investments
Impact on Comprehensive Income and 2
Expenditure Statement
Decrease in fair value of fixed rate borrowing 52,665
liabilities (no impact on CI&ES)

The approximate impact of a 1% fall in interest rates would also be as above.

10.0 Short-Term Debtors

An analysis of Short-Term Debtors in the Balance Sheet is as follows:

31/03/17 31/03/18
£°000 £000
27,543| Central Government Bodies 31,349
3,407] Other Local Authorities 4,471
3,643| NHS Bodies 4,329
59| Public Corporations and Trading Funds 1257
16,533 Other Entities and Individuals 17,610
51,185( Total 59,016




11.0 Cash and Cash Equivalents

The Cash and Cash Equivalents are made up of the following elements:

31/03/17 31/03/18
£000 £000
2,399| Cash Held by the Council 7,382

(16,646)| Bank Current Accounts (14,352)

(14,247)| Total Cash and Cash Equivalents (6,970)

Short-term cash surpluses are invested in line with investment strategy and are
represented in the Balance Sheet as “Short-Term Investments”. Bank Current Accounts
represent the position of the bank account as at 315t March 2018 adjusted for

unpresented cheques.

12.0 Assets Held for Sale

The movement on Assets Held for Sale is as follows:

2016/17 2017/18
£000 £000
Balance at 1°' April 5,411 4,215
Assets Newly Classified as Held for Sale:
Property, Plant and Equipment 0 0
Revaluation Gains 1,593 17
Impairment Losses (2) 0
Assets Declassified as Held for Sale:
Property, Plant and Equipment (532) (1,000)
Assets Sold (2,255) (53)
Balance at 31° March 4,215 3,179

Assets Held for Sale are included in the projected receipts the Council uses in its
forecasts of funding for the capital programme. Actual receipts may vary from those
levels projected.

13.0 Short-Term Creditors

An analysis of Short-Term Creditors in the Balance Sheet is as follows:

31/03/17 31/03/18
£000 £000
(13,400)| Central Government Bodies (8,487)
(5,936)| Other Local Authorities (6,963)
(1,789)| NHS Bodies (1,692)
(37)| Public Corporations and Trading Funds (12)
(57,973)| Other Entities and Individuals (60,784)
(79,135)| Total (77,937)




14.0 Provisions

Provisions are amounts set aside for specific future costs, which are likely to be
incurred, but the amount or timing of which cannot be determined accurately.

Provisions for bad debts are shown as a deduction from debtors.

Movements in provisions during the year were:

15.0 Other Long-Term Liabilities

An analysis of Other Long-Term Liabilities is given in the following table:

31/03/17 31/03/18
£000 £°000
(579,048)| Pension Liability (IAS19) (612,818)
(8,304)| Opencast Works Redevelopment Bonds (195)
(1,827)| Other (394)
(589,179)| Total (613,407)
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Balance at 1% April 2017 (908) (2,302) (98) (3,308)
Additional provisions made in 2017/18 (5) (1,580) 0 (1,585)
Amounts used in 2017/18 373 1,709 98 2,180
Unused amounts reversed in 2017/18 0 593 0 593
Balance at 31°' March 2018 (540) (1,580) 0 (2,120)
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£000 £000 £000
Balance at 1% April 2017 (703) 0 (703)
Additional provisions made in 2017/18 (3,236) (284) (3,520)
Amounts used in 2017/18 1,976 0 1,976
Unused amounts reversed in 2017/18 297 0 297
Balance at 31°' March 2018 (1,666) (284) (1,950)




16.0 Usable Reserves

31/03/17 31/03/18
£°000 £000
10,720 Council Fund Balance 10,720
62,778 Capital, Treasury and Insurance Reserves 16.2 65,096
63,153| Other Revenue Related Reserves 16.2 64,141
2,130( Delegated Schools Reserve 3,397
1,443| Usable Capital Receipts Reserve 16.3 1,127
8,572| Capital Grant Unapplied Account 16.4 7,396
144 MGCC Insurance Reserve 173
148,940| Total Usable Reserves 152,050

16.1 Council Fund Balance

Council Fund Balances are accumulated working balances and relate to general fund
services. These exclude “ring-fenced” Council services such as Delegated Schools.

There were no movements in the Council Fund Balance during 2017/18.

16.2 Earmarked Reserves

This note sets out the amounts set aside from the Council Fund Balances in earmarked
reserves to provide financing for future expenditure plans and the amounts posted back
from earmarked reserves to meet Council Fund expenditure in 2017/18. All earmarked
reserves are deemed to be revenue reserves.

Capital, Treasury and Insurance Reserves

Reserve PUIrDOSE Balance at| Transfers| Transfers Balance at
P 31/03/17 out In 31/03/18
£000 £000 £000 £000
Capital Resources set-aside from revenue
Developments budget, earmarked to fund the Council's 47,006 (16,098) 22,792 53,700
approved 3-year capital programme.
Treasury Funding for known and potential future
Management pressures upon the Capital Financing 2,452 0 13 2,465
Reserve budget.
Insurance To provide for estimated costs of
Reserve inci i
|nC|_dents that have occurred during the 13,320 (4,491) 102 8.931
policy year but have not yet resulted in a
claim being received.
Total 62,778 (20,589) 22,907 65,096




Other Revenue Related Reserves

Reserve Purpose Balance at| Transfers| Transfers Balance at
31/03/17 Out In 31/03/18
£000 £000 £000 £000
Revenue Budget Medium Term Financial Planning &
Strategy 2017/18 Service Transformation (transitional
funding) released to fund the 2017/18 1,433 (1,433) 0 0
budget.
Revenue Budget Medium Term Financial Planning &
Strategy 2018/19 Service Transformation (transitional
funding) to be released to fund the 0 0 1,022 1,022
2018/19 budget.
Joint Committee Reflects the Council’s share of General
Reserve and Earmarked Reserves of the Joint 121 (85) 71 107
Committees in which it has an interest.
Revenue Grant Carry forward of Revenue Grants not yet
Reserves (IFRS i - i i
(IFRS) applied to spend - required accounting 2 515 (2,515) 3021 3021
treatment to comply with International
Financial Reporting Standards.
Financial ]
Management and Res_(_Jl_Jrces se_t aside as cover for_futur_e_
Human Resources Ilat()j|l|t:|gs relating todvarlous risks identified 34,519 (17,442) 12,689 29,766
Risk Management and being managed.
Investment / To fund current and future costs of
Infrastructure maintaining and enhancing infrastructure 3,628 (3,628) 6,855 6,855
across the County Borough
Prior Year Carry forward of existing funding to finance
Commitments projects for which commitments have 12,127 (5,282) 5,112 11,957
already been made in the prior year.
Medium Term Resources set aside as transitional (one-
Financial Planning | off) funding to support the Council's
and Service medium-term financial and service 5484 (1,022) 203 4,665
Transformation planning requirements.
Other Specific Represents a number of reserves held for
Reserves specific and identified purposes. 3,326 (1,693) 2,059 3,692
Invest to Save Funding identified (pump priming) to
support Invest to Save opportunities as 0 0 3,056 3,056
and when they arise.
Total 63,153]  (33,100) 34,088 64,141




16.3 Usable Capital Receipts Reserve

The Usable Capital Receipts Reserve is the proportion of capital receipts that may be
used to finance capital expenditure.

The movements on the reserve are as follows:

2016/17 2017/18

£000 £000

485| Balance as at 1°' April 1,443

Receipts during the year:

4,347| Sale of assets 725

1| Mortgage repayments 22

11| Repayment of discount (Right to Buys) 5
Application during the year:

(3,401)| Financing of capital expenditure (1,068)

1,443| Balance as at 31° March 1,127

16.4 Capital Grant Unapplied Account

The Capital Grant Unapplied Account consists of Capital Grants and Contributions
received and credited to Comprehensive Income and Expenditure Statement but not
yet applied to fund capital expenditure. It represents resources available to fund future
capital expenditure. It is assumed that the conditions of grants held within this account

will be met.

2016/17 2017/18
£000 £000
6,623| Balance at 1°' April 8,572

22,637| Grants received 34,152

(20,688)| Grants utilised to fund capital expenditure (35,328)

8,572| Balance at 31° March 7,396




17.0 Unusable Reserves

These are reserves established as a result of various regulations to ensure costs
chargeable to Council Tax are appropriate. They do not represent resources available
for the general use of the Council.

31/03/17 31/03/18
£000 £000
196,695| Revaluation Reserve 17.1 192,742
11| Deferred Capital Receipts Reserve 6
450,463| Capital Adjustment Account 17.2 465,403
(5,719)| Financial Instruments Adjustment Account 17.3 (5,656)
(579,048)| Pensions Reserve 17.4 (612,818)
(98)[ Unequal Pay Back Pay Account 0
(4,980)| Short-Term Accumulating Compensated Absence Account (55)
57,324| Total Unusable Reserves 39,622

17.1 Revaluation Reserve

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

e revalued downwards or impaired and the gains are lost;
e used in the provision of services and the gains are consumed through depreciation;

or

e disposed of and the gains are realised.

The Reserve contains only revaluation gains accumulated since 15t April 2007, the date
that the Reserve was created. Accumulated gains arising before that date are
consolidated into the balance on the Capital Adjustment Account.



2016/17 2017/18

£000 £000 £000
214,171| Balance at 1 April 196,695
13,346| Upward revaluation of assets 13,583
(24,697)| Downward revaluation of assets and impairment (11,412)

losses not charged to the Surplus/Deficit on the
Provision of Services
202,820[ Surplus or Deficit on revaluation of Long-Term 198,866
Assets not posted to the Surplus or Deficit on the
Provision of Services
(5,199)| Difference between Current Value Depreciation and (4,781)
Historical Cost Depreciation
(926)| Accumulated Gains on Assets sold or scrapped (1,343)
(6,125)| Amount written off to the Capital Adjustment (6,124)
Account
196,695| Balance at 31° March 192,742

17.2 Capital Adjustment Account

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

This account also contains revaluation gains accumulated on Property, Plant and
Equipment before 15t April 2007, the date that the Revaluation Reserve was created to
hold such gains.



2016/17

£000

2017/18

£000

£000

452,176

Balance at 1° April

450,463

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

(44,575)

Charges for depreciation and impairment of Long-
Term Assets*

(40,326)

(15,755)

Revaluation losses on Property, Plant and
Equipment

(15,955)

(1,385)

Amortisation of Intangible Assets

(1,266)

(8,476)

Revenue Expenditure Funded from Capital Under
Statute

(12,999)

(2,522)

Amounts of Long-Term Assets written off on
disposal or sale as part of the gain/loss on
disposal to the Comprehensive Income and
Expenditure Statement

(1,664)

24

Adjusted items written out of revenue for joint
committees

6,125

Adjusted items written out of the Revaluation
Reserve

6,124

385,612

Net written out amount of the cost of Long-
Term Assets consumed in the year

384,377

Capital Financing Applied in the Year:

3,401

Use of the Capital Receipts Reserve to finance
new Capital Expenditure

1,068

22,637

Capital Grants and Contributions credited to the
Comprehensive Income and Expenditure
Statement that have been applied to capital
financing

34,152

(1,949)

Application of grants to capital financing from the
Capital Grants Unapplied Account

4,977

11,732

Statutory provision for the financing of capital
investment charged against the Council Fund

11,054

28,777

Capital Expenditure charged against the Council
Fund

29,797

(1)

Private mortgage repayments

(22)

64,597

81,026

254

Movement in the Donated Assets Account
Credited to the Comprehensive Income and
Expenditure Statement

450,463

Balance at 31°' March

465,403

* Charges for depreciation and impairment of long-term assets include credits

representing

representing in year changes.

reversal of accumulated depreciation and impairment,

and debits



17.3 Financial Instruments Adjustment Account

The Financial Instruments Adjustment Account represents the accumulated difference
between the financing costs included in the Comprehensive Income and Expenditure
Statement and the accumulated financing costs required in accordance with regulations
to be charged to the Council Fund Balance. As at 315t March 2018 there was a credit
balance of £5.7m (credit balance of £5.7m as at 315t March 2017).

17.4 Pensions Reserve

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

2016/17 2017/18

£000 £000

(515,545)| Balance at 1°' April (579,048)

(44,592)| Actuarial gains or (losses) on Pensions Assets and (12,186)
Liabilities

(49,740)| Reversal of items relating to retirement benefits (56,964)

debited or credited to the Surplus or Deficit on the
Provision of Services in the Comprehensive Income and
Expenditure Statement

30,829( Employer’s pensions contributions and direct 35,380
payments to pensioners payable in the year

(579,048)| Balance at 31°' March (612,818)




18.0 Cash Flow Statement — Adjustments to Net (Surplus) or Deficit on the Provision

of Services for Non-Cash Movements

2016/17 2017/18
£000 £000
(60,330)| Depreciation and Impairment (56,281)
(1,385)| Amortisation (1,266)
2,533| (Increase)/Decrease in Creditors (2,526)
862| Increase/(Decrease) in Debtors 7,705
15| Increase/(Decrease) in Stock (98)
(15,991) Movement in Pension Liability (7,749)
2,067| Contribution to Provisions 225
(1,554)| Short-Term Accumulated Absence Accrual 4,925
2,515| Revenue Grant Earmarked Reserves 3,021
(2,522)| Carrying amount of Long-Term Assets and Assets Held For (1,664)
Sale, sold or derecognised
1,949( Capital Grants Unapplied (1,176)
(8,476)| Revenue Expenditure Funded from Capital Under Statute (12,999)
7,374| Other non-cash items charged to the Net (Surplus) or Deficit (12,885)
on the Provision of Services
(72,943)| Adjustments to Net (Surplus) or Deficit on the Provision (80,768)
of Services for Non-Cash Movements

19.0 Cash Flow Statement - Adjustments for Items Included in the Net (Surplus) or

Deficit on the Provision of Services that are Investing and Financing Activities

2016/17 2017/18
£000 £000
4,347 Proceeds from the sale of Property, Plant & 725

Equipment, Investment Property and Intangible Assets

16,170| Any other items for which the cash effects are 33,164
investing or financing cash flows

20,517 33,889

20.0 Cash Flow Statement — Interest within Operating Activities

The following table details interest received and interest paid included within ‘Net Cash

Flows from Operating Activities’ on the Cash Flow Statement.

2016/17 2017/18
£000 £000
(123)| Interest received 117)
10,446] Interest paid 9,760
10,323| Interest within Operating Activities 9,643




21.0 Cash Flow Statement - Investing Activities

2016/17 2017/18
£000 £000
85,692 Purchase of Property, Plant and Equipment, 100,643
Investment Property and Intangible Assets
(14,002)| Purchase and Redemption of Short-Term and Long- 4,888
Term Investments
(4,347)| Proceeds from the sale of Property, Plant and (725)
Equipment, Investment Property and Intangible Assets
(19,548)| Other receipts from Investing Activities (28,805)
47,795| Net Cash Flows from Investing Activities 76,001
22.0 Cash Flow Statement - Financing Activities
2016/17 2017/18
£000 £000
(74,900)| Cash receipts of Short and Long-Term Borrowing (76,000)
22,361| Cash payments for the reduction of the outstanding 1
liabilities relating to Finance Leases
40,045| Repayments of Short and Long-Term Borrowing 35,023
(12,494)| Net Cash Flows from Financing Activities (40,976)
23.0 Notes to the Expenditure and Funding Analysis
23.1 Adjustments between Funding and Accounting Basis 2016/17
Adjustments from Council Fund to Adjustments for| Net change for Other Total

Arrive at the Comprehensive Income Capital| the Pensions Differences Adjustments
and Expenditure Statement Amounts Purposes Adjustments

£'000s £'000s £'000s £'000s
Corporate & Frontline Services 9,683 2,137 9,143 20,963
Chief Executive's Division 364 (47) (440) (123)
Education & Lifelong Learning Services 16,067 (241) 621 16,447
Community & Childrens Services 11,232 (327) (1,746) 9,159
Authority Wide Budgets (16,159) (2) (31,516) (47,677)
Joint Committees 0 0 3,145 3,145
Net Cost of Services 21,187 1,520 (20,793) 1,914
Other income and expenditure from the
Expenditure and Funding Analysis (17,994) 17,510 20,082 19,598
Difference between Council Fund
(surplus) or deficit and
Comprehensive Income and
Expenditure Statement (Surplus) or
Deficit on the Provision of Services 3,193 19,030 (711) 21,512




Adjustments between Funding and Accounting Basis 2017/18

Adjustments from Council Fund to Adjustments for| Net change for Other Total
Arrive at the Comprehensive Income Capital| the Pensions Differences|  Adjustments
and Expenditure Statement Amounts Purposes|  Adjustments

£'000s £'000s £'000s £'000s
Corporate & Frontline Services 11,058 1,244 4,049 16,351
Chief Executive's Division 3,786 438 1,263 5,487
Education & Lifelong Learning Services 15,661 2,218 (7,050) 10,829
Community & Childrens Services 13,787 2,939 (1,018) 15,708
Authority Wide Budgets (19,387) 2 (26,161) (45,546)
Joint Committees 0 0 174 174
Net Cost of Services 24,905 6,841 (28,743) 3,003
Other income and expenditure from the
Expenditure and Funding Analysis (29,363) 14,589 16,348 1,574
Difference between Council Fund
(surplus) or deficit and
Comprehensive Income and
Expenditure Statement (Surplus) or
Deficit on the Provision of Services (4,458) 21,430 (12,395) 4,577

Details of the total adjustments above are within the Movement in Reserves Statement.

23.2 Expenditure and Income Analysed by Nature

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

2016/17 | 2017/18

Expenditure £'000 £'000
Employee Benefits Expenses 313,498| 289,785
Other Services Expenses 326,066 364,784
Depreciation, Amortisation and Impairment 68,407 70,595
Interest Payments 10,446 9,760
Precepts and Levies 28,591 29,877
Loss on the Disposal of Assets 0 938
Total Expenditure 747,008 765,739
Income

Fees, Charges and Other Service Income (233,709)| (248,631)
Interest and Investment Income (123) (117)
Income from Council Tax and NNDR (190,345)| (200,215)
Gain on the Disposal of Assets (1,824) 0
Government Grants and Contributions (299,494)| (312,199)
Total Income (725,495)| (761,162)
(Surplus) or Deficit on the Provision of Services 21,513 4,577




24.0 Acquired and Discontinued Operations

There have been no material acquired or discontinued operations in the year.

25.0 Agency Services

The Council collects Non-Domestic Rates (NDR) on an agency basis for the Welsh
Government. These monies are then redistributed to all Welsh Local Authorities.
Please refer to note 31.0 for further details on NDR.

26.0 Road Charqging Schemes

The Council does not operate a scheme of road user charging or workplace parking
levy under the Transport Act 2000.

27.0 Members’ Allowances

The Local Authorities (Allowances for Members of County and County Borough
Councils and National Parks Authorities) (Wales) Regulations 2002, require authorities
to make public their schemes for Members’ allowances and to disclose annually
amounts paid to each Member under such schemes.

During the year the Council paid the following amounts in respect of basic allowances,
special responsibility allowances and dependent care allowances to 75 Members
(excluding employer’s national insurance contributions, employer’s pension contribution
and other associated costs).

2016/17| 2017/18

£'000 £'000

Allowances 1,262 1,285
Expenses 12 12
Total 1,274 1,297

Details of all remuneration and allowances paid annually by the Council to each
Councillor and Co-opted Member will be published on the Council’s website following
the end of each financial year.

28.0 Officers’ Remuneration

Statutory guidance issued by Welsh Ministers recommends the use of pay multipliers
as a means of measuring the relationship between pay rates across the workforce and
that of senior managers, as included within the Hutton ‘Review of Fair Pay in the Public
Sector’ (2010).

Rhondda Cynon Taf’s remuneration ratio is 1:7 with the median salary being £19,939.
This is the ratio between the Chief Executive’s pay and the median earnings of the
workforce within the Council, using current pay levels.



Under the Accounts and Audit (Wales) Regulations 2014 (as amended), local
authorities must disclose in their accounts the number of employees whose
remuneration in the year fell in each bracket of a scale in multiples of £5,000
commencing at £60,000 (excluding employer pension contributions). The disclosure
includes redundancy payments.

During 2017/18 the Council paid 10,213 employees (10,452 2016/17), paying total
remuneration of £220m (excluding employer's national insurance and pension
contributions) (£221m 2016/17). Within this, the following remuneration payments were
made within the categories specified:

2016/17
No. of Employees

2017/18
No. of Employees

Remuneration Band

Total

At 31/03/18

Leftin Year

Total

£60,000 - £64,999

58

59

w

62

£65,000 - £69,999

24

24

25

£70,000 - £74,999

=
=

=
=

[EEN
[EEN

£75,000 - £79,999
£80,000 - £84,999
£85,000 - £89,999
£90,000 - £94,999
£95,000 - £99,999
£100,000 - £104,999
£105,000 - £109,999
£110,000 - £114,999
£115,000 - £119,999
£120,000 - £124,999
£125,000 - £129,999
£130,000 - £134,999
£135,000 - £169,999
Total
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Officers employed by Voluntary Aided Schools have been excluded.

Salary costs for Joint Committees are not included in the above note, but can be found
in the relevant Joint Committee Statement of Accounts.

However, a percentage of Joint Committee salaries has been consolidated into the Net
Cost of Services within the Comprehensive Income and Expenditure Statement.

The above table excludes specific Senior Officers, disclosed in the following table.



The following table sets out the remuneration for specific Senior Officers whose salary is less than £150k but greater than £60Kk.
There are no Senior Officers whose salary is greater than £150k. Employer pension contributions are included.

Post Holder Information

(Post Title)

2016/17 2017/18
Total| Total Employer Total Salary Taxable Total| Total Employer Total
Remuneration Pension| Remuneration Benefits in Kind| Remuneration Pension| Remuneration
Contributions Including Contributions Including
Employer Employer
Pension Pension

Contributions

Contributions

£000 £000
Chief Executive 143 31 174 145 0 145 36 181
Group Director Corporate & 114 25 139 116 0 116 29 145
Frontline Services
Group Director, Community & 114 25 139 116 0 116 29 145
Children's Services
Director of Education & Lifelong 86 0 86 87 0 87 0 87
Learning
Director of Human Resources to 55 12 67 38 9 47 0 47
30/11/2017
Director of Human 0 0 0 31 0 31 8 39
Resources wef 01/12/2017
Director of Legal & Democratic 93 20 113 94 0 94 23 117
Services
Director of Legal & Democratic 21 0 21 6 0 6 0 6
Services Returning Officer
Service Director - Legal Services to 56 12 68 0 0 0 0 0
31/12/2016
Director of Regeneration & Planning 86 19 105 89 0 89 22 111

Continued Overleaf...




Protection & Community Services
wef 01/12/2017

Director - Highways and Streetcare 85 19 104 86 0 86 22 108
Services

Director of Corporate Estates & 93 20 113 93 0 93 23 116
Procurement

Service Director - Cabinet 66 14 80 66 17 83 0 83
Office & Public Relations

Service Director - Public Health & 75 16 91 50 0 50 13 63
Protection to 30/11/2017

Director of Public Health, 0 0 0 29 0 29 7 36

The table above represents the Senior Leadership Team for Rhondda Cynon Taf CBC. Disclosure of Senior Officer remuneration of
Joint Committees are included in the relevant Joint Committee Statement of Accounts.




29.0 Severance Costs

This note provides details of the cost of severance to the Council in respect of
employees who have left the employment of the Council during the financial
year (costs do not reflect the value of the severance received by the individual
as it includes pension strain). All costs incurred are in line with the Council’s
relevant and applicable schemes of termination and as required under relevant
Pension Fund Regulations where applicable, with each decision being based
upon and supported by a business case.

The number and costs (in bandings) of compulsory and other terminations are
set out in the table below

Severance Cost Number of Number of Other | Total Number of Total Cost of
Band Compulsory Terminations Terminations Severance
Terminations £'000

£ 2016/17| 2017/18| 2016/17| 2017/18| 2016/17| 2017/18| 2016/17| 2017/18
£0 - £20,000 15 18 235 186 250 204 1,792 1,212
£20,001 - £40,000 8 2 71 40 79 42 2,160 1,215
£40,001 - £60,000 1 2 9 11 10 13 517 677
£60,001 - £80,000 2 1 9 4 11 5 791 329
£80,001 - £100,000 1 1 3 6 4 7 349 647
£100,001 - £150,000 3 1 2 7 5 8 649 940
£150,001 - £200,000 2 0 0 4 2 4 360 666
Total 32 25 329 258 361 283 6,618 5,686

During 2017/18, the Council saved annual payroll costs of £3,823k (£5,437k
2016/17) through Voluntary Redundancy and Voluntary Early Retirement.

Severance Costs for Joint Committees are not included in the above note, but
can be found in the relevant Joint Committee Statement of Accounts.

However, a percentage of Joint Committee severance costs has been
consolidated into the Net Cost of Services within the Comprehensive Income
and Expenditure Statement.

30.0 External Audit Costs

The Council has incurred the following costs in relation to the audit of the
Statement of Accounts, certification of grant claims, statutory inspections and
other services provided by the Council’s external auditors:

2016/17 2017/18
Fees Payable to the Auditor General for Wales £000 £000
External audit services carried out by the Statutory 255 250
Auditor for the year
Local Government Measure Work 94 94
Certification of Grant Claims and Returns for the year 100 100
Total 449 444




31.0 Non-Domestic Rates

The level of Non-Domestic Rates (NDR) is based on a “multiplier” set nationally
by the Welsh Government, multiplied by the rateable value of a particular
property. This calculation will give the property a rate liability for the year. The
multiplier for 2017/18 was 49.9p (48.6p for 2016/17). The total rateable value
as at 315t March 2018 was £129.3m (£129.0m as at 315t March 2017).

The Council is responsible for collecting the business rates in its area and pays
the proceeds into the NDR pool administered by the Welsh Government. The
Welsh Government redistributes total collections back to local authorities on the
basis of a fixed amount per head of population. Total NDR collected from
ratepayers in respect of 2017/18 rates is £49.9m (£52.3m in 2016/17). The
contribution back to the Council from the pool in the year amounted to £76.4m
(E70.5m in 2016/17) and the amount paid to the pool amounted to £49.4m
(E53.6m in 2016/17). As the Council acts as an agent collecting income on
behalf of the Welsh Government, the income collected is not recognised as
income in the Comprehensive Income and Expenditure Statement.

32.0 Council Tax

Council Tax income derives from charges raised according to the value of
residential properties. Charges are calculated by taking the amount of income
required for Rhondda Cynon Taf CBC, the Police and Crime Commissioner for
South Wales and the Community Councils for the year, and dividing this
amount by the Council Tax base.

The Council Tax base for 2017/18 was calculated to be £74,978.22 (compared
with £74,301.87 for 2016/17). This represents the anticipated yield for every £1
of council tax levied.

The base is calculated by placing properties in ten bands (A*-1). After allowing
for discounts and exemptions, these are then converted to the equivalent
number of Band D properties, using the appropriate multiplier as below:

Band A* A B C D E F G H I
No. of 227 | 37,937 | 21,387 | 14,420 | 8,130 | 5,993 | 3,050 | 1,057 172 29
Properties
Multiplier 5/9 6/9 7/9 8/9 1 11/9 13/9 15/9 18/9 21/9

The resultant number of Band D properties is reduced by a percentage to
reflect anticipated non-collection. The target collection rate for 2017/18 was
97.5%.

An analysis of the net proceeds from Council Tax is shown as follows:




Council Tax Analysis 2016/17 2017/18
£000 £000

Council Tax Collectable 119,893 123,802

Net Proceeds from Council Tax 119,893 123,802

Less Payable:

Police and Crime Commissioner for (15,444) (16,363)

South Wales

Community Councils (1,776) (1,829)

Total 102,673 105,610

33.0 Grant Income

The Council credited the following grants, contributions and donations to the
Comprehensive Income and Expenditure Statement in 2017/18:

33.1 Credited to Services

A number of grants and contributions have been recognised as income within
Net Cost of Services. This income amounts to £202m in 2017/18 (in 2016/17
these grants and contributions amounted to £157m).

33.2 Capital Grants Receipts in Advance

All Capital Grants received have been recognised as income within the
Comprehensive Income and Expenditure Statement.

34.0 Related Parties

The Council is required to disclose material transactions with related parties —
bodies or individuals that have the potential to control or influence the Council
or to be controlled or influenced by the Council. Disclosure of these
transactions allows readers to assess the extent to which the Council might
have been constrained in its ability to operate independently or might have
secured the ability to limit another party’s ability to bargain freely.

34.1 Welsh Government

The Welsh Government is responsible for providing the statutory framework
within which the Council operates, provides the majority of its funding in the
form of grants and prescribes the terms of many of the transactions that the
Council has with other parties (e.g. Council Tax bills).



2016/17 2017/18

£000 £000

Non-Ringfenced Government Grants (283,324) (279,035)
Capital Grants and Contributions (16,170) 26,697
Credited to Services (138,046) (141,431)
Total (437,540) (393,769)

34.2 Chief Officers and Members

Members of the Council

Under the Code of Conduct incorporated in the Council’'s Constitution,
Members are required to record in the Register of Members Interests any
financial and other personal interests, together with any gift, hospitality, material
benefit or advantage. The Register is open to inspection by the public and is
available on an individual Member basis on the Council website.

Members of the Council are nominated to serve on numerous outside bodies
some of which either receive funding from the Council or issue levies and
precepts to be paid by the Council. When sitting on these bodies Members are
expected to act independently and not to represent the views of the County
Council. Membership details are available from the Director of Legal &
Democratic Services, The Pavilions, Clydach Vale.

During 2017/18 there were no Members identified as having a controlling
interest in any company commissioned to supply works or services to the
Council of any material value. However, Members have identified interests with
organisations with which the Council has had financial transactions during
2017/18. The value of these transactions amounted to payments of £1,398k, of
which £9k was outstanding at year end, and receipts of £365k, of which £39k
was outstanding at year end.

Chief Officers (Senior Leadership Team)

Under the Employees’ Code of Conduct, Officers are required to declare
potential conflicts of interest arising from employment arrangements together
with gifts or hospitality and offers thereof and, under Section 117 of the 1972
Local Government Act, contractual arrangements where there is a conflict of
interest. Most professional bodies also have codes of professional conduct to
which members of those bodies are expected to adhere.

During 2017/18, the Council has transactions with a company that provides
specialist support to people with disabilities. A member of the Senior
Leadership Team of the Council declared that a relative is one of the trustees
of the company. Payments to the company amounts to £1,127k. The Officer did
not take part in any discussion, decision or administration relating to the
services.

There were no other transactions of material value.



34.3 Precepts and Levies

Details of precepts collected on behalf of other organisations are provided in
the Comprehensive Income and Expenditure Statement.

An analysis of precepts is given in the following table:

2016/17 2017/18

£000 £°000

Police and Crime Commissioner for 15,444 16,363
South Wales

Community Councils 1,776 1,829

Total 17,220 18,192

An analysis of levies is given in the following table:

2016/17 2017/18

£°000 £°000

South Wales Fire and Rescue Service 10,789 11,033

Coroner 369 440

Brecon Beacons National Park 48 48

Glamorgan Archives Joint Committee 165 164

Total 11,371 11,685

34.4 Rhondda Cynon Taf Pension Fund

The Group Director Corporate & Frontline Services is also the responsible
Finance Officer to the Rhondda Cynon Taf Pension Fund. The Council charged
the Pension Fund an amount of £1.6m (£1.5m in 2016/17) in respect of
administration and support during financial year 2017/18. The amount owed
from the Council to the Pension Fund as at 315t March 2018 is nil (E20k as at
318t March 2017).

34.5 Associated and Subsidiary Companies

The Council has an interest in three companies, namely; Amgen Cymru Ltd.,
Amgen Rhondda Ltd. and Capita Glamorgan Consultancy Ltd. Officers of the
Council are directors of Amgen Cymru Ltd and Amgen Rhondda Ltd. During
2017/18 the following related party transactions took place with these
companies.

Amgen Cymru Ltd.

The Council paid Amgen Cymru £7,199k (£7,367k in 2016/17) in respect of
waste management and waste disposal charges, with £560k (£109k in
2016/17) due to the company at the year-end.

Amgen Cymru paid the Council £487k (E403k in 2016/17) in respect of goods
and services, with £34k (E13k in 2016/17) due to the Council at the year-end.



Amgen Rhondda Ltd.

The Council paid Amgen Rhondda £175k (E175k in 2016/17) in respect of site
management fees, with nil (nil in 2016/17) outstanding at 315t March 2018.

Capita Glamorgan Consultancy Ltd.

Capita Glamorgan Consultancy Ltd is a Joint Venture between Capita Symonds
and Bridgend, Merthyr Tydfil and Rhondda Cynon Taf County Borough
Councils. The Council owns 27.93% of the shares of the company, and holds
voting rights to this value on the board.

During 2017/18, the Council was charged £1,404k (£1,544k in 2016/17) in
respect of goods, services and capital works. The balance owed to Capita
Glamorgan Consultancy Ltd at 315t March 2018 was £347k (£133k in 2016/17).

Capita Glamorgan Consultancy Ltd paid the Council £1.9k (£2k in 2016/17) in
respect of goods and services, with nil (nil in 2016/17) due to the Council at the
year-end.

34.6 Joint Committees

The Council participates in the following Joint Committees.
Glamorgan Archives Joint Committee

The Glamorgan Record Office is managed and administered by the Glamorgan
Archives Joint Committee under powers conferred by the Local Government
(Wales) Act 1994. The Joint Committee has 16 members in total. There are 4
Rhondda Cynon Taf CBC Members on the Joint Committee.

During 2017/18, the Council contributed to the Joint Committee an amount of
£164k (£165k in 2016/17). This was calculated proportionately based upon
population.

Llwydcoed Crematorium

Llwydcoed Crematorium is subject to the control of a Joint Committee of
Members from Rhondda Cynon Taf CBC and Merthyr Tydfil CBC.

During 2017/18, the Council charged Liwydcoed Crematorium £32k (£20k in
2016/17) in respect of central establishment charges. As at 315t March 2018
the Council held cash balances relating to the Crematorium of £1,586k
(£1,072k in 2016/17).



Education School Improvement Service (ESIS)

ESIS became non-operational from 15t September 2012 and was administered
by a Joint Committee comprising Bridgend, Caerphilly, Merthyr Tydfil and
Rhondda Cynon Taf County Borough Councils.

Exit agreement negotiations are ongoing.
Central South Consortium Joint Education Service (CSCJES)

The Central South Consortium Joint Education Service provides a range of
school improvement services within the local authority areas of Bridgend,
Cardiff, Merthyr Tydfil, Rhondda Cynon Taf and the Vale of Glamorgan.

The Council consolidates 28.32% of the assets, liabilities and transactions of
CSCJES into its financial statements.

During 2017/18, the Council received income of £118k from CSCJES (received
income of £1,183k in 2016/17) in respect of advisory and training services,
along with grants of £19,114k (£18,482k in 2016/17), and charged CSCJES
£108k (E£116k in 2016/17) in respect of central establishment charges. The
Council also paid CSEC expenditure of £1,060k (£1,150k in 2016/17). As at
31st March 2018 the Council owed cash balances of £12,275k relating to
CSCJES (the Council owed cash balances to CSCJES of £6,004k as at 31%t
March 2017). As part of the Joint Committee consolidation process, offsetting
transactions and balances are removed from the accounts to ensure individual
values are not overstated. CSCJES distributes grants to participating
authorities on behalf of Welsh Government.

Coychurch Crematorium

Coychurch Crematorium is owned and operated by a Joint Committee on
behalf of Bridgend CBC, the Vale of Glamorgan Council and Rhondda Cynon
Taf CBC.

At year-end there were no balances outstanding between the Council and
Coychurch Crematorium.

Vale, Valleys and Cardiff Regional Adoption Collaborative (VVC)

The Vale, Valleys and Cardiff Regional Adoption Collaborative (VVC) became
operational on 1% June 2015 and is administered by the Vale of Glamorgan
Council. It is comprised of the adoption services of the Vale of Glamorgan
Council, Rhondda Cynon Taf CBC, Merthyr Tydfil CBC and Cardiff City and
County Council. It is one of five regional Collaboratives which form part of the
National Adoption Service in Wales (NAS).

During 2017/18, the Council contributed £460k to the Vale, Valleys and Cardiff
Regional Adoption Collaborative (£350k in 2016/17).



34.7

Cardiff Capital Region City Deal (CCRCD)

The Council approved to formally establish Cardiff Capital Region (‘CCR’) Joint
Cabinet (the ‘Regional Cabinet’), as a joint committee, to oversee the Region’s
economic growth and to deliver the commitments set out in the CCR City Deal.
To ensure that the right investments are made to achieve significant economic
growth, the CCR City Deal has set a small number of key targets, which are;
the creation of 25,000 new jobs by 2036; and leveraging £4 billion of private
sector investment as a result of the £1.2 billion public sector investment. This
CCR City Deal Investment Fund comprises 2 distinct elements:

£734m - METRO scheme. This will comprise £503m, Welsh Government
funding provided over the first seven years of the Investment Fund, from
2016/17 to 2022/23; £106m from the European Development Fund (which is
committed and guaranteed following Brexit by both UK and Welsh
Government); and £125m from UK Government. This element will be the direct
responsibility of Welsh Government.

£495m - Regional Cabinet Fund, comprising the ten constituent councils’
commitment to borrow £120m over the 20 year period of the Investment Fund,
together with the £375m from UK Government, for investment in infrastructure,
housing, skills and training, innovation, business growth and “Metro plus”
transport proposals. This element will be the responsibility of the CCR Regional
Cabinet.

Wales Pension Partnership

On the 15" March 2017 the Council approved the establishment of a Joint
Governance Committee (JGC) to oversee the pooling of the investments of the
eight Local Government Pension Scheme (LGPS) funds in Wales. An inter
authority agreement has been developed as the legal framework and sets out
the governance arrangements for the Pool, the rights and obligations of the
eight constituent authorities and the powers and responsibilities delegated to
the JGC. All costs associated with the JGC will be divided equally between the
eight authorities (excluding investment management costs).

Partnership Agreement

Biogen Tomorrow’s Valley Food Waste Plant

The Biogen Food Waste Plant became fully operational on the 19t July 2015.
The 3 local authorities who form the Hub (Rhondda Cynon Taf CBC, Merthyr
CBC and Newport City Council) send a combined annual contracted
guaranteed minimum tonnage of 13,500 tonnes to be treated at the facility. In
2017/18 a total amount of £958k associated costs have been incurred by the
parties, with Welsh Government contributing £124k of grant funding.



34.8 Other Related Parties

Trivallis

Trivallis is one of Wales’ largest registered social landlords providing homes for
thousands of families in Rhondda Cynon Taf. There are 3 Rhondda Cynon Taf
CBC Members and 1 officer on the board of Trivallis.

During 2017/18, the Council paid Trivallis £1,201k (£1,414k in 2016/17) and
received income of £1,235k (£218k in 2016/17). At year-end, Trivallis owed
£116k to the Council (the Council owed £11k to Trivallis in 2016/17).

In line with the Council’s agreed Investment Strategy, following appropriate due
diligence and subject to appropriate and acceptable security arrangements
being put in place, the Council entered into a commercially agreed loan
arrangement with Trivallis, for an amount of £5,250k. As at 31s* March 2018
£5,000k was outstanding.

35.0 Capital Expenditure and Capital Financing

The total amount of capital expenditure incurred in the year is shown in the
table below (including the value of assets acquired under finance leases),
together with the resources that have been used to finance it. Where capital
expenditure is to be financed in future years by charges to revenue as assets
are used by the Council, the expenditure results in an increase in the Capital
Financing Requirement (CFR) - a measure of the capital expenditure incurred
historically by the Council that has yet to be financed. The CFR is analysed in
the second part of this note.



2016/17 2017/18
£000 £000
Opening Capital Financing Requirement 391,914 411,081
Capital Investment:
Property, Plant & Equipment 73,541 88,033
Intangible Assets 1,746 1,267
Revenue Expenditure Funded from Capital Under Statute 8,476 12,461
83,763 101,761
Sources of Finance:
Capital Receipts (3,401) (1,068)
Government Grants and Other Contributions (20,686) (35,328)
(24,087) (36,396)
Sums Set Aside from Revenue:
Direct Revenue Contributions (28,777) (29,797)
Minimum Revenue Payment (11,732) (11,054)
(40,509) (40,851)
Closing Capital Financing Requirement 411,081 435,595
Explanation of Movements in Year
Increase in underlying need to borrowing (supported by 145 13
government financial assistance)
Increase in underlying need to borrowing (unsupported by 20,266 24,502
government financial assistance)
Finance Leases 1) (D)
Private Finance Initiative (PFI) (1,243) 0
Increase/(Decrease) in Capital Financing Requirement 19,167 24,514

36.0 Leases

The following disclosures relate to the Council as a lessee.

36.1 Finance Leases

The Council has a number of properties arranged under finance leases. The
assets acquired under these leases are carried as Property, Plant and

Equipment in the Balance Sheet at the following net amounts:

31/03/17 31/03/18
£000 £000
Other Land and Buildings 144 136

These assets are part of the Council’'s impairment review.

The Council is committed to making minimum payments under these leases
comprising settlement of the long-term liability for the interest in the property
acquired and finance costs that will be payable in future years while the liability




remains outstanding. The minimum lease payments

following amounts:

are made up of the

31/03/17 31/03/18
£°000 £°000

Finance Lease Liabilities:
Current 1 1
Long-Term 386 385
Finance costs payable in future years 1,276 1,254
Minimum Lease Payments 1,663 1,640

The minimum lease payments will be payable over the following periods:

Minimum Lease Payments

Finance Lease

Liabilities
31/03/17 31/03/18 31/03/17 31/03/18
£000 £000 £000 £000
Less than 1 year 23 23 1 1
1to5years 113 113 4 4
Greater than 5 years 1,527 1,504 382 381
Total 1,663 1,640 387 386
The Council also acts as a lessor for 8 vehicles:

31/03/17 31/03/18
£000 £000

Finance Lease Liabilities:
Current 1 1
Long-Term 386 385
Finance costs payable in future years 1,276 1,254
Minimum Lease Payments 1,663 1,640

Minimum Lease Payments Finance Lease
Liabilities

31/03/17 31/03/18 31/03/17 31/03/18
£000 £000 £000 £000
Less than 1 year 147 147 111 120
1to 5 years 479 320 414 286
Greater than 5 years 0 0 0 0
Total 626 467 525 406




36.2 Operating Leases

The future minimum lease payments due under non-cancellable operating
leases in future years are demonstrated in the table below. Examples of such
assets utilised under operating lease arrangements are photocopiers and

printers.
31/03/17 31/03/18

Other| Vehicles, Totals Other| Vehicles, Totals

Land & Plant & Land & Plant &

Buildings Equip. Buildings Equip.
£000 £000 £000 £000 £000 £000
Less than 1 year 467 1,223 1,690 612 1,195 1,807
1to 5 years 1,318 1,954 3,272 2,002 1,369 3,371
Greater than 5 years 6,128 637 6,765 8,253 566 8,819
Total 7,913 3,814 11,727 10,867 3,130 13,997

The expenditure charged to

the Comprehensive Income and Expenditure
Statement during the year in relation to these leases was:

31/03/17 31/03/18
£000 £000
Minimum Lease Payments 2,363 2,362

36.3 Sub-Leases

The Council has sub-let office accommodation at Valleys Innovation Centre.
Non-cancellable sub-lease payments of £60k per annum are expected to be

received until expiry of the lease agreement, as shown in the table below:

2016/17 2017/18

£000 £000

Less than 1 year 92 60
1to 5 years 119 59
Greater than 5 years 0 0
Total 211 119

37.0 Impairment Losses

During 2017/18, the Council has recognised an impairment loss of £20.5m (a
loss of £25.2m in 2016/17) in relation to its Long-Term Assets. This impairment
charge is included within the Long-Term Asset note 7.1, which also includes

reversal of impairment from previous years.




38.0 Retirement Benefits - Defined Benefit Schemes

38.1 Participation in Pension Schemes

As part of their terms and conditions Members and Officers are offered
retirement benefits by the Council. Although these benefits will not actually be
payable until retirement, the Council has a commitment to make these
payments. The liability for these payments needs to be accounted for at the
time the future entitlement is earned.

The Council participates in two pension schemes:
e Teachers - Please refer to note 39.0.

e Other Employees and Members - The Local Government Pension Scheme
administered by Rhondda Cynon Taf CBC. This is a funded defined benefit
career average scheme. The Council and participants pay contributions into
the fund calculated at a level intended to balance the pensions liabilities
with investment assets. The pension costs that are charged to the Council’s
accounts are defined by IAS 19 “Employee Benefits”.

The CSCJES Joint Committee charges pension costs to their accounts in line
with IAS 19. The Rhondda Cynon Taf CBC share of these entries is
consolidated into the main accounts, and disclosed in the following notes.

The remaining Joint Committees are unable to produce IAS 19 compliant
accounts as they are not treated as separate employers in the relevant Pension
Funds. However, where the employees of the Joint Committee contribute to the
Rhondda Cynon Taf CBC Pension Fund, the resultant assets and liabilities are
included within the Rhondda Cynon Taf CBC accounts.

38.2 Transactions Relating to Post-Employment Benefits

The cost of retirement benefits is recognised in the cost of services when they
are earned by employees, rather than when the benefits are eventually paid as
pensions. However, the charge we are required to make against Council Tax is
based on the cash payable in the year, so the real cost of post
employment/retirement benefits is reversed out of the Council Fund via the
Movement in Reserves Statement. The following transactions have been made
in the Comprehensive Income and Expenditure Statement and the Council
Fund Balance via the Movement in Reserves Statement during the year:



2016/17

2017/18

RCT

Joint
Comm’s

Total

£000

£'000

£°000

£000

Comprehensive Income and
Expenditure Statement:

Cost of Services:

Current Service Cost

30,149

40,980

279

41,259

Past Service Cost

2,281

1,080

37

1,117

Consolidation Adjustment

(201)

(1)

1)

Financing and Investment Income and
Expenditure:

Net Interest Expense

17,511

14,590

1)

14,589

Total Post Employment Benefit
charged to the Surplus or Deficit on
the Provision of Services

49,740

56,650

314

56,964

Remeasurement of the Net Defined
Benefit Liability Comprising:

Return on Plan Assets (Excluding the
Amount Included in the Net Interest
Expense)

(129,257)

(24,140)

(150)

(24,290)

Actuarial (Gains) and Losses Arising
on Liabilities - Demographic
Assumptions

(57,736)

Actuarial (Gains) and Losses Arising
on Liabilities - Financial Assumptions

306,542

28,480

127

28,607

Actuarial (Gains) and Losses Arising
on Liabilities - Experience

(74,899)

8,030

32

8,062

Net Increase in Liabilities from
Disposals/Aquisitions on Liabilities
- Experience

(58)

(193)

(193)

Total Post Employment Benefit
charged to the Comprehensive
Income and Expenditure Statement

94,332

69,020

130

69,150

Movement in Reserves Statement:

Reversal of net charges made to the
Surplus or Deficit for the Provision of
Services for post employment benefits
in accordance with the code

(49,740)

(56,650)

(314)

(56,964)

Actual amount charged against the
Council Fund Balance for pensions in
the year:

Employers’ contributions payable to
scheme

30,832

35,220

160

35,380




The total remeasurement of the Net Defined Benefit Liability recognised in
Other Comprehensive Income and Expenditure to the 315t March 2018 is a loss

of £12.2m (£44.6m loss in 2017/18).

The cumulative amount of actuarial gains and losses recognised in the
Comprehensive Income and Expenditure Statement to the year ending 31%t

March 2018 is a loss of £143.0m.

38.3 Reconciliation of Present Value of the Scheme Liabilities

2016/17 2017/18
RCT Joint Total
Comm’s
£000 £000 £000 £000
Balance at 1% April 1,349,822| 1,558,200 6,360| 1,564,560
Current Service Cost 30,149 40,980 279 41,259
Interest Cost on Defined Obligation 46,619 40,010 162 40,172
Contributions by scheme participants 8,098 8,200 82 8,282
Remeasurement (Gains) and
Losses
Actuarial (Gains) and Losses Arising (57,736) 0 0 0
on Liabilities - Demographic
Assumptions
Actuarial (Gains) and Losses Arising 306,542 28,480 127 28,607
on Liabilities - Financial Assumptions
Actuarial (Gains) and Losses Arising (74,899) 8,030 32 8,062
on Liabilities - Experience
Benefits paid (47,528) (47,610) (310) (47,920)
Past service costs 2,281 1,080 37 1,117
Business combinations 0 0 0 0
Net Increase in Liabilities from 1,945 0 0 0
Disposals/Aquisitions
Consolidation Adjustment (733) 0 (17) (17)
Balance at 31° March 1,564,560| 1,637,370 6,752 1,644,122




38.4 Reconciliation of Fair Value of the Scheme Assets

2016/17 2017/18
RCT Joint Total
Comm’s

£000 £000 £000 £000
Balance at 1% April 834,277 979,280 6,232 985,512
Interest Income 29,108 25,420 163 25,583
Remeasurement (Gains) and
Losses:
The Return on Plan Assets, 129,257 24,140 150 24,290
Excluding the Amount Included in the
Net Interest Expense
Employer contributions 30,832 35,220 160 35,380
Contributions by scheme participants 8,098 8,200 82 8,282
Benefits paid (47,528) (47,610) (310) (47,920)
Net Increase in Assets from 2,003 0 193 193
Disposals/Aquisitions
Consolidation Adjustment (535) 0 (16) (16)
Balance at 31* March 985,512| 1,024,650 6,654| 1,031,304

The expected return on scheme assets is determined by considering the
expected returns available on the assets underlying the current investment
policy. Expected yields on fixed interest investments are based on gross

redemption yields as at the Balance Sheet date.

Expected returns on equity investments reflect long-term real rates of return
experienced in the respective markets. The actual return on scheme assets in
the year was a gain of £49.87m (£158.4m gain in 2016/17).

38.5 Scheme History

2013/14 2014/15 2015/16 2016/17 2017/18
Inc Joint Inc Joint Inc Joint Inc Joint Inc Joint
Comm’s Comm’s
£000 £000 £000 £000 £000

Present Value of the
Defined Obligation (1,234,997)| (1,399,724)| (1,349,822) (1,564,560)| (1,644,122)
Fair Value of Plan Assets 712,031 811,839 834,277 985,512 1,031,304
Surplus/(Deficit) (522,966) (587,885) (515,545) (579,048) (612,818)

The liabilities show the underlying commitments that the Council has in the long
run to pay post employment (retirement) benefits. The total liability of £612.8m
has a substantial impact on the Net Worth of the Council as recorded in the
Balance Sheet. However, statutory arrangements for funding the deficit mean
that the financial position of the Council is not impacted upon. The deficit on the
local government scheme will be made good in line with actuarial assumptions.




38.6 Local Government Pension Scheme Assets

As at 315t December 2017, the Rhondda Cynon Taf Pension Fund Assets used

in IAS19 calculations comprised of:

Fair Value of Scheme Assets

2016/17 2017/18

£'000 £'000

UK Equities 595,905 657,668
Overseas Equities 1,459,349 1,775,137
UK Fixed Interest Gilts 259,370 274,407
UK Index Linked Gilts 0 0
UK Corporate Bonds 255,420 276,825
Overseas Government Bonds 8,326 2,735
Overseas Corporate Bonds 28,693 29,407
Property 167,239 175,043
Cash and Net Current Assets 60,748 62,774
Total 2,835,050 3,253,996

38.7 Basis for Estimating Assets and Liabilities

Rhondda Cynon Taf CBC employs a “building block” approach in determining
the rate of return on Fund assets. Historical markets are studied and assets
with higher volatility are assumed to generate higher returns consistent with
widely accepted capital market principles. The assumed rate of return on each
asset class is set out within this note. The overall expected rate of return on
assets is then derived by aggregating the expected return for each asset class
over the actual asset allocation for the Fund as 315t March 2018.

Liabilities have been assessed on an actuarial basis using the projected unit
method, an estimate of the pensions that will be payable in future years
dependent on assumptions about mortality rates, salary levels, etc. The Council
Fund liabilities have been assessed by AON Hewitt, an independent firm of
actuaries, with estimates for the Council Fund being based on the latest full
valuation of the funded scheme as at 31t March 2016, and the unfunded
scheme as at 315 March 2018.

The liability in the Balance Sheet has increased significantly over the year
mainly as a result of changes to actuarial assumptions. The principal
assumptions used by the actuary have been:



31/03/17| 31/03/18
Long-Term Expected Rate of Return on Assets in 4.5% 4.5%
the Scheme (in line with the discount rate)
Mortality assumptions:
Longevity at 65 for current pensioners:
Men 22.8 22.9
Women 24.9 25.0
Longevity at 65 for future pensioners:
Men 25.0 25.1
Women 27.2 27.3
Rate of inflation (RPI) 3.1% 3.2%
Rate of inflation (CPI) 2.0% 2.1%
Rate of increase in salaries 3.25% 3.35%
Rate of increase in pensions 2.0% 2.1%
Rate for discounting scheme liabilities 2.6% 2.6%
Take-up of option to convert annual pension into
retirement lump sum:
Post-2010 Service 80% 80%
Pre-2010 Service 80% 80%

The estimation of the defined benefit obligations is sensitive to the actuarial
assumptions set out in the table above. The sensitivity analysis below has been
determined based on reasonably possible changes of the assumptions
occurring at the end of the reporting period and assumes for each change that
the assumption analysed changes while all the other assumptions remain
constant. The assumptions in longevity, for example, assume that life
expectancy increases or decreases for men and women. In practice, this is
unlikely to occur, and changes in some of the assumptions may be interrelated.
The estimations in the sensitivity analysis have followed the accounting policies
for the scheme, i.e. on an actuarial basis using the projected unit credit method.
The methods and types of assumptions used in preparing the sensitivity
analysis below did not change from those used in the previous period.

RCT Joint Committes Total
Increase in[Decrease in|Increase in|Decrease injincrease in|Decrease in
Assumption [Assumption |Assumption |Assumption |Assumption [Assumption
£'000 £'000 £'000 £'000 £'000 £'000

Longevity (Increase or 48,940 (48,570) 203 (202) 49,143 (48,772)
Decrease in 1 Year)
Rate of Increase in Salaries 6,530 (6,470) 31 (31) 6,561 (6,501)
(Increase or Decrease by
0.1%)
Rate of Increase in Pensions 24,400 (24,010) 103 (101) 24,503 (24,111)
(Increase or Decrease by
0.1%)
Rate for Discounting Scheme (30,420) 31,000 (132) 134 (30,552) 31,134
Liabilities (Increase or
Decrease by 0.1%)




38.8 Contributions for the Accounting Period ending 315t March 2019

The Employer’s regular contributions to the Fund for the accounting period 315t
March 2019 are estimated to be £36.3m. In addition, “strain on fund’
contributions may be required.

Further information can be found in the Pension Fund Annual Report, which is

available on request from the Group Director Corporate & Frontline Services,
Bronwydd House, Porth, Rhondda, CF39 9DL.

39.0 Retirement Benefits - Defined Contribution Schemes

Teachers employed by the Council are members of the Teachers’ Pension
Scheme, administered by Teachers’ Pensions on behalf of the Department for
Education. The Scheme provides teachers with specified benefits upon their
retirement, and the Council contributes towards the costs by making
contributions based on a percentage of members’ pensionable salaries.

The Scheme is technically a defined benefit scheme. However, the Scheme is
unfunded and the Department for Education uses a notional fund as the basis
for calculating the employers’ contribution rate paid by local authorities. The
Council is not able to identify its share of underlying financial position and
performance of the Scheme with sufficient reliability for accounting purposes.
For the purposes of this Statement of Accounts, it is therefore accounted for on
the same basis as a defined contribution scheme.

In 2017/18, the Council paid £12.9m to Teachers’ Pensions in respect of
teachers’ retirement benefits, representing 16.48% of pensionable pay. The
figures for 2016/17 were £12.8m, also representing 16.48% of pensionable
pay. In addition, the Council is responsible for all pension payments relating to
added years that it has awarded, together with related increases. In 2017/18
these amounted to £838k (£870k in 2016/17).

The Council is responsible for the costs of any additional benefits awarded
upon early retirement outside of the terms of the teachers’ scheme. These
costs are accounted for on a defined benefit basis.

40.0 Contingent Liabilities

40.1 Private Finance Initiative

During 2003/04 financial year, the council entered into a Private Finance
Initiative (PFI) arrangement for the provision of a Lifelong Learning Campus at
Garth Olwg. The facilities provided comprise a Nursery, Primary School,
Secondary School, Lifelong Learning Centre, Library and Youth Centre. The
arrangement was originally contracted to be in place until September 2030.
The original commitment was £113.8m over the duration of the contract,



funded by a combination of former PFI Credits, agreed by the Welsh
Government, and Council/Delegated School resources.

The Council determined in December 2015 to voluntarily terminate the PFI
agreement. The final termination notice was issued to the contractor on 28%
July 2016, and the agreement terminated on 25™" January 2017.

Elements of the termination payment are subject to ongoing discussions with
the contractor.

The Council anticipates concluding these discussions during the 2018/19
financial year.

40.2 Insurance

The Council is liable for insurance claims made against it in respect of certain
events. A provision is made in respect of claims received as at 315t March
2018. There is a further contingent liability in respect of events which will have
occurred but which have not resulted in a claim being made as at the date of
the accounts. The “statute of limitation” sets out the timescale by which a claim
will have to be made in respect of such past events. An earmarked reserve has
been set up to provide towards the costs of these incidents.

Due to the volume and differing circumstances of each potential claim it is
impractical to provide an estimate of the possible financial effect. Similarly, it is
impractical to provide an indication of uncertainties relating to the amount and
timing of such liabilities.

Insurance claims are also referenced in note 4.2.

40.3 Municipal Mutual Insurance Ltd.

The former authorities of Rhondda Borough Council, Cynon Valley Borough
Council, Taff Ely Borough Council and Mid Glamorgan County Council are
creditors of Municipal Mutual Insurance Ltd. (MMI). MMI ceased to write new
insurance business from 30th September 1992 and a Scheme of Arrangement
was put in place in January 1994. The scheme was set up to ensure an orderly
run off of claims in the event of MMI not being solvent. As creditors of MMI, the
Council is legally bound by the Scheme and in November 2012, the scheme
was triggered.

Future claim settlements by MMI will be made at a level of 75% with the
funding of the remaining 25% being met from the former authorities’ funds.
Correspondence from the scheme administrator states that it is not possible to
guarantee that the initial and second levy, paid in February 2014 and May
2016, will be sufficient but they are the best estimates given the current
position. The scheme requires the administrator to review the Levy at least
once a year. Given the uncertainty regarding how sufficient the initial clawback
will be, a contingent liability exists as the Council could be subject to further
clawback dependent upon the resources of MMI, the insurer.



41.0 Trust Funds

The Council acts as sole trustees for various charities. Separate accounts are
maintained for these. Net assets as at 315t March 2018 are shown as follows
and are not included in the Council’'s Balance Sheet. The 2017/18 figures are
draft, subject to audit (the Wales Audit Office for Welsh Church Act, the
Council’s Internal Audit Section for the other funds).

Description 31/03/17 31/03/18
£000 £000

Education & Various funds established for 248 219
Miscellaneous educational and community benefits
Rhondda Cynon Taf | Fund established for the benefit of 109 109
Charity for the visually impaired citizens
Visually Impaired
Welsh Church Act Fund established under the Welsh 12,292 12,253
Fund Church Act for various charitable aims

within the counties of Rhondda Cynon

Taf, Merthyr Tydfil and Bridgend

The Council also participates on the Board of Trustees for “The Rhondda
Trust”. This is a charity established by a manufacturing company following the
closure of its factory in the Rhondda Valleys. The charity’s aims are to improve
skills and education in the area. The Council has administrative responsibility
for the fund. However, decisions are made by the Board of Trustees. The
balance held on behalf of the trustees by the Council at 31t March 2018 is
£16k (£52k at 315t March 2017). The Rhondda Trust is independently audited
by RH Jeffs and Rowe Ltd.
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1.2

1.3

2.1

2.2

RHONDDA CYNON TAF COUNTY BOROUGH COUNCIL

ANNUAL GOVERNANCE STATEMENT 2017/18

INTRODUCTION

The Council’'s Corporate Plan 2016 - 2020 sets the overall direction for the Authority
describing the vision, purpose and priorities to be delivered.

The Council’s agreed Vision, purpose and priorities are:

e Vision — For a County Borough that has high aspirations, is confident and
promotes opportunity for all.

e Purpose — to provide strong community leadership and effective services for
the people of Rhondda Cynon Taf to enable them to fulfil their potential and
prosper.

e Priorities:

o Economy - Building a strong economy;
o People - Promoting independence and positive lives for everyone;

o Place - Creating neighbourhoods where people are proud to live and work;
and

o Living within our means.

The Council’'s Annual Governance Statement sets out for the community, service
users, tax payers and other stakeholders the Council’'s governance arrangements
together with a review of their effectiveness in managing risks of failure in delivering
Corporate Plan priorities.

SCOPE OF RESPONSIBILITY

Rhondda Cynon Taf County Borough 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.

In discharging this overall responsibility, the 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 the arrangements for the
management of risk.


https://www.rctcbc.gov.uk/EN/Council/PerformanceBudgetsandSpending/Councilperformance/RelatedDocuments/CorporatePlan201620/CorporatePlan201620.pdf
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3.1

3.2

3.3

3.4

3.5

The Council, in compiling the Annual Governance Statement, has adopted the
Delivering Good Governance in Local Government: framework (2016) developed by
the Chartered Institute of Public Finance and Accountancy (CIPFA) and the Society
of Local Authority Chief Executives and Senior Managers (SOLACE). In doing so,
the Annual Governance Statement meets the Council’s legal duty as set out in the
Accounts and Audit (Wales) Regulations 2014, as amended by the Accounts and
Audit (Wales) (Amendment) Regulations 2018.

The Council’'s Annual Governance Statement aims to provide an accurate
representation of the governance arrangements in place for financial year ending 31%
March 2018.

THE PURPOSE OF THE GOVERNANCE FRAMEWORK

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

For Rhondda Cynon Taf County Borough Council, governance is about ensuring that
the Council does the right things, in the right way, for the right people, in a timely,
inclusive, open, honest and accountable manner.

The system of internal control is a significant part of that framework and is designed
to manage the risk to a reasonable level. It cannot eliminate all risk of failure to
achieve 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 the Council’s priorities, to evaluate the
likelihood and impact of those risks materialising, and to manage them efficiently,
effectively and economically.

The governance framework outlined below has been in place at Rhondda
Cynon Taf County Borough Council for the year ended 315t March 2018 (and
up to the date of approval of the 2017/18 Statement of Accounts).



4. THE GOVERNANCE FRAMEWORK

4.1 The Council has a range of governance arrangements in place, in line with the Delivering Good Governance in Local
Government: framework, many of which are set out within its Constitution. Table 1 provides examples of the key systems,
processes and documents in place within the Council during 2017/18.

Table 1 — Examples of the key elements of the Council’'s governance arrangements

Good Governance Examples of key systems, processes and documents in place within the Council
Principles

Behaving with integrity, | e« Elected Councillor and Officer Codes of Conduct - setting out the standards of behaviour to be

demonstrating  strong | followed based on the principles of integrity, honesty, impartiality and objectivity.

commitment to ethical | ¢ Rules of Procedure — covering Council, Open Government, Access to Information, Budget and Policy

values and respecting | Framework, Executive, Overview and Scrutiny, Officer Employment and Contract and Financial

the rule of law Procedure Rules. The rules set out arrangements to be followed by elected Councillors and Officers
when conducting the Council’s business with the aim of publicly demonstrating accountability and
openness.

e Standards Committee (pages 71 and 72) - the role of which includes, amongst other things,
promoting and maintaining high standards of conduct by elected Councillors.

e Whistle-blowing Policy (from page 42) — promoting the highest possible standards of service and
setting out how workers can bring information about a wrongdoing to the attention of the Council.

¢ Anti-fraud, Bribery & Corruption Strategy.

e Gifts and hospitality Policy.

e Comments, Compliments and Complaints — setting out how the Council handles and responds to the
feedback (complaints, compliments and comments).

e Officer Guide.



https://www.rctcbc.gov.uk/EN/Council/CouncilConstitution/CouncilConstitution.aspx
https://www.rctcbc.gov.uk/EN/Council/CouncilConstitution/RelatedDocuments/Part5CodesandProtocols.pdf
https://www.rctcbc.gov.uk/EN/Council/CouncilConstitution/RelatedDocuments/Part4RulesofProcedure.pdf
https://www.rctcbc.gov.uk/EN/Council/CouncilConstitution/RelatedDocuments/Part3iResponsibilityforFunctions.pdf
https://www.rctcbc.gov.uk/EN/Council/CouncilConstitution/RelatedDocuments/Part5CodesandProtocols.pdf
https://www.rctcbc.gov.uk/EN/GetInvolved/CommentsComplimentsandComplaints/Commentscomplimentsandcomplaints.aspx

Good Governance

Examples of key systems, processes and documents in place within the Council

Principles
Defining outcomes in | e Performance Management Framework.
terms of sustainable | e Corporate Plan and Service Delivery Plans.
economic, social and | e Quarterly Performance Report (including Risk Register up dates).

environmental benefits

Determining the
interventions necessary
to optimise the
achievement of the

intended outcomes

¢ Risk Management Strategy.

e Annual Revenue Budget Strategy and three year Capital Programme.
e Medium Term Financial Plan.

e Scrutiny Committees.

Developing the entity’s
capacity, including the
capability of its

e Corporate and Service Self Assessment process.
e Corporate Plan.
e Programme of elected Councillor and Officer training and development.

leadership  and  the | ¢workforce Plan 2017-22.

individuals within it « Schemes of Delegation.

Managing risks and | eCorporate and Service Self Assessment process.

performance  through | eRisk Management Strategy.

robust internal control | e Service Delivery Planning.

and  strong  public | ¢ Quarterly Performance Report (including Risk Register up dates).

financial management

e Corporate Performance Report (i.e. year-end annual report).

¢ Audit Committee and an Internal Audit function.

¢ Information Management Plan (including General Data Protection Regulation).

e Budget and Policy Framework Procedure Rules and Contract and Financial Procedure Rules.
e Medium Term Financial Plan.




Good Governance Examples of key systems, processes and documents in place within the Council

Principles
Implementing good | eReporting protocols and calendars.
practices In | e Statement of Accounts.

transparency, reporting, | « Annual Governance Statement.

and _audit to de;l_iver e Production of Annual Reports on key areas of business e.g. Corporate Parenting, Annual Equality
effective accountability. Report.

e Internal Audit external assessment and Charter.
e Pension Fund Committee.

4.2  The Delivering Good Governance in Local Government: framework supports the principle for local authorities to develop and
maintain an up-to-date local code of governance. In the case of the Council, its arrangements comprise of a number of
codes and documents rather that a local code.

Proposal for Improvement

4.3 In line with the national framework, the Council should document and publish its arrangements within a local code of
governance, following review and approval by elected Councillors.




5.1

5.2

5.3

5.4

54.1

5.4.2

5.4.3

REVIEW OF EFFECTIVENESS

The Council has responsibility for conducting, at least annually, an
assessment of its governance framework including the system of internal
control. The review of effectiveness has been led by the Group Director —
Corporate and Frontline Services and supported by the Service Director —
Performance and Improvement and Head of Internal Audit and Procurement
Development Programmes.

The exercise has entailed reviewing the activities in place around the
Counci’'s main governance arrangements, discussing governance
arrangements with senior officers across services and taking account of the
findings from the Council’'s corporate assessment findings and external
auditor reports.

The findings and proposals for improvement have been reviewed and
challenged by the Council’s Senior Leadership Team and Audit Committee,
and have been set out below in line with the Delivering Good Governance in
Local Government: Framework (2016).

PROGRESS MADE TO IMPLEMENT PROPOSALS FOR IMPROVEMENT
REPORTED IN THE 2016/17 ANNUAL GOVERNANCE STATEMENT

The 2016/17 Annual Governance Statement made 7 proposals for
improvement. An up date on progress was reported to the Council’s Audit
Committee on 27" November 2017 and following consideration the
Committee RESOLVED: ‘That progress in respect of implementing the
areas for improvement was to the satisfaction of Committee.’

As at 31t March 2018, progress had been made against 6 of the 7
proposals:

e 4 recommendations had been fully completed;

¢ 1 recommendation was partly completed with further work required during
2018/19;

e 1 recommendation had a target date of 30" June 2018 and preparatory work
is on schedule for completion within this timescale; and

e The target date for 1 recommendation is to be revised in line with receipt of
up dated guidance from CIPFA.

It is considered that sufficient progress has been made in delivering the
2016/17 proposals for improvement with the requirement for further work to
be completed in 2018/19. A detailed position statement is set out at
Appendix A.


https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/AuditCommittee/2017/11/27/Reports/Item4AnnualGovernanceStatementRecommendationsAnUpdate.pdf

5.5

5.5.1

5.5.2

5.5.3

5.5.4

BEHAVING WITH INTEGRITY, DEMONSTRATING STRONG
COMMITMENT TO ETHICAL VALUES AND RESPECTING THE RULE OF
LAW

Behaving with integrity

Elected Councillors

Following the Local Government elections held on 4" May 2017, all elected
Councillors were provided with an induction and an on-going programme of
support that included an overview of the Council’'s Code of Conduct.

The Council’'s Scrutiny Committee meeting minutes were examined to
determine whether proceedings were conducted in line with the Council’s
Code of Conduct. This identified that out 42 meetings in 2017/18, all Minutes
showed that declarations of interest were sought and declarations were
made by elected Councillors, where appropriate. In addition, a Standards
Committee was in place during 2017/18 and received no complaints in
respect of the conduct of elected Councillors.

Council employees

All officers who started employment within the Council were provided with a
local induction and an Individual Performance Review process was in place
to support the personal development of officers.

Policies and Strategies

Whistle-blowing arrangement - the Council included a payslip insert to all
employees in May 2017 providing information on how Council employees
could access the Whistle-blowing Policy. During the year, 5 referrals were
made via the Council’s whistle-blowing arrangements, all were investigated
and the outcomes from which were:

e 4 referrals were not founded and therefore no further action was taken; and
e 1 referral was founded and action was taken.

5.5.5 The Council also has a legal duty! to report annually on whistle-blowing disclosures

5.5.6

and the report must be published annually on the employer's website or by other
means appropriate for bringing the report to the attention of the public. For
Rhondda Cynon Taf, this requirement was met via a report to Audit Committee on
30" April 2018.

Anti-fraud, Bribery & Corruption Strategy - the Council reviewed and updated
its Anti-Fraud, Bribery & Corruption Strategy, and was reported and
approved by Audit Committee on 27" November 2017. At this time, the Audit
Committee also supported the requirement to raise awareness via a payroll
insert to all staff and it is noted that this is planned for May 2018.

1 Whistle-blowing — under The Prescribed Persons (Reports on Disclosures of Information) Regulations 2017 (SI 2017/507)


https://www.rctcbc.gov.uk/EN/GetInvolved/Whistleblowing/Whistleblowing.aspx
https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/AuditCommittee/2017/11/27/Reports/Item3AntiFraudBriberyCorruptionStrategy.pdf

5.5.7

5.5.8

5.5.9

5.5.10

5.5.11

5.5.12

5.5.13

During the year, 565 referrals were made via the Council’s anti-fraud, bribery
& corruption arrangements. The majority, over 99%, were in relation to
suspected fraud against the benefit / income support system and were
accordingly passported to the Department for Work and Pensions Fraud and
Error Service (FES) for further investigation.

An annual report was presented to the Council’'s Audit Committee on 30t
April 2018 setting out an update of activities carried out in relation to the
prevention, detection and investigation of potential fraud during 2017/18,
together with the associated outcomes. The report included a forward plan
of targeted activity for 2018/19, to ensure the Council continues to operate
within an effective anti-fraud culture across the organisation, with resilient
preventive measures capable of identifying and addressing new threats.

Gifts and Hospitality Policy - the Council has a Gifts and Hospitality Policy
and arrangements were in place, via registers, to record gifts and hospitality
in line with the Policy.

Clear progress has been made to review and up date the above mentioned
Policies and Strategies, and steps taken to raise awareness within the
Council. The level of awareness and understanding of Council Officers
should now be assessed to provide assurance that the documents, including
induction arrangements, continue to be fit for purpose.

Comments, Compliments and Complaints

A report was presented to Cabinet on 19" September 2017 setting out an
overview of the Council’s statutory Social Services complaints procedure for
the period April 2016 and March 2017. The report detailed that a total of 184
complaints were received, an increase of 28 compared to the previous year,
and remains low in comparison to the number of people that come into
contact with Social Services annually.

The Report also detailed that 59.5% of stage one complaints were
responded to within the required timescale compared to 58% in the previous
year, and is identified as an area for improvement. In addition, the Report
included lessons learned to be addressed in 2017/18; a review of these
demonstrated that a number had been completed (for example, the delivery
of guidance and training for managers on subject access requests, the
development of an information pack for parents of adults making the
transition to supported living and a review of the Special Guardianship Order
Financial Policy) and a number by their nature are on-going (for example,
the need to assess the ability of recipients to maintain the confidentiality of
sensitive reports linked to Child Protection Case Conferences).

In terms of non-social services comments, compliment and complaints, an
up date is in the process of being compiled for reporting by 30" June 2018.
It is however noted that no regular analysis is produced and provided to



5.5.14

5.5.15

5.5.16

5.5.17

Services to support performance management arrangements, for example,
the number and type of complaints, and recurring themes. This should be an
area for improvement in 2018/19.

Demonstrating a strong commitment to ethical values

In January 2018 an up dated ‘Officer Guide’ was issued that included,
amongst other things, revised templates for Cabinet Reports and Officer
Delegated Decisions to document how proposed decisions support the
Well-being of Future Generations Act (Wales) 2015 (WFG Act). A review of
Cabinet Reports presented in February and March 2018 confirmed the
revised template had been implemented and showed a clear commitment
to ethical values through consideration of the sustainable development
principle? (five ways of working).

Following the local government elections in May 2017, all elected Members
received induction training on the Member’s Code of Conduct that supports
the principle of ethical values.

Respecting the rule of law

The Chief Executive (as Head of Paid Service) led the Council’s officers
and chaired the Senior Leadership Team (SLT). The SLT comprises, in
addition to other key posts, the statutory roles of Chief Finance Officer
(allocated to the post Group Director, Corporate & Frontline Services) and
Monitoring Officer (allocated to the post Director of Legal and Democratic
Services).

With specific regard to the Chief Finance Officer position within the Council
during 2017/18, the role complied with the principles outlined in the CIPFA
document ‘The Role of Chief Finance Officer’ because the Chief Finance
Officer:

e Was a key member of the Leadership Team, helping it to develop and
implement strategy and to resource and deliver the organisation’s strategic
objectives sustainably and in the public interest;

e Was actively involved in, and able to bring influence to bear on, all material
business decisions to ensure immediate and longer term implications,
opportunities and risks are fully considered, and alignment with the
organisation’s financial strategy; and

e Leads the promotion and delivery by the whole organisation of good financial
management so that public money is safeguarded at all times and used
appropriately, economically, efficiently and effectively.

To deliver these responsibilities the Chief Financial Officer:

2 Sustainable Development principle - the WFG Act sets out for public bodies 5 ways of working: long term, integration,
involvement, collaboration and prevention


file://///adrctfindat/users/griffdp/AGS2016-17/AGS%20-%20Working%20Document-150517.docx

5.5.18

5.5.19

e Led and directed a finance function that was resourced to be fit for purpose;
and
¢ [s professionally qualified and suitably experienced.

Proposals for Improvement

Policies and Strategies - undertake engagement within the Council to
assess the level of awareness and understanding of the Whistle-blowing
Policy, Anti-fraud, Bribery and Corruption Strategy, Gifts and Hospitality
Policy and induction arrangements.

Comments, compliments and complaints (non-social services) — introduce
arrangements to enable regular complaint analysis to be provided to
Services.



5.6

5.6.1

5.6.2

5.6.3

5.6.4

5.6.5

ENSURING OPENNESS AND COMPREHENSIVE STAKEHOLDER
ENGAGEMENT

Openness

A commitment to openness

The Council agreed and published an annual report in July 2017, called the
Corporate Performance Report, setting out its financial and performance
results for the 2016/17 financial year and plans for 2017/18. In addition,
Council approved the Well-being Plan 2018-2023 on 28" February 2018;
the priorities set out within this document complemented the Council’s
Corporate Plan priorities.

The Council operated a Freedom of Information (FOI) Act 2000 publication
scheme in accordance with legislative requirements. During 2017/18 the
Council received 1,027 FOI/Environmental Information Regulations (EIR)
requests. Response statistics and any complaints investigated by the
Information Commissioner's Office concerning FOI/EIR requests are
reported through the Information Management Board’s quarterly meeting
highlight reports and allows the Board to maintain an overview of the
Council’s compliance with the relevant legislation.

The Council’'s website provided information on the Freedom of Information
Act 2000 and a Publication Scheme was in place to advise citizens how to
request public information the Authority holds.

In terms of the Publication Scheme, from a sample of items selected from
the Scheme and checked to the Council’s website, all were found to be
available.

The Council had in place a forward plan of Committee meetings together
with the matters to be considered, where appropriate:

e The 17th May 2017 Council meeting agreed and published a calendar of
meetings for the 2017/18 municipal year for Cabinet, Council, Licensing
Committee, Audit Committee and the Planning & Development Committee, in
line with its Constitution;

e Cabinet published its work programme on 22nd June 2017 for the 2017/18
municipal year and refreshed this on three occasions: 19th September 2017,
19th December 2017 and 22nd March 2018; and

e Scrutiny Committees agreed work programmes and these were publicly
available on a stand alone Scrutiny Work Programme page on the Council’s
website, in line with a proposal for improvement made by the Wales Audit
Office.



https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Council/2017/07/19/Reports/AgendaItem7.DraftCouncilPerformanceReprot.pdf
https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Council/2018/02/28/Reports/AgendaItem7CwmTafWellbeingPlan2018.2023.pdf
https://www.rctcbc.gov.uk/EN/Council/DataProtectionandFreedomofInformation/FreedomofInformationAct.aspx
https://www.rctcbc.gov.uk/EN/Council/DataProtectionandFreedomofInformation/FreedomofInformationAct.aspx
https://www.rctcbc.gov.uk/EN/Council/DataProtectionandFreedomofInformation/Publicationscheme.aspx
https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/AuditCommittee/2017/03/20/Reports/Item7InternalAuditCharter201718.pdf
https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Cabinet/2017/06/22/Reports/AgendaItem3CabinetWorkProgramme201718.pdf
https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Cabinet/2017/09/19/Reports/AgendaItem4CabinetWorkProgramme.pdf
https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Cabinet/2017/12/19/Reports/AgendaItem3CabinetWorkProgramme.pdf
https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Cabinet/2018/03/22/Reports/AgendaItem7CabinetWorkProgramme.pdf
https://www.rctcbc.gov.uk/EN/Council/Scrutiny/ScrutinyWorkProgrammes/ScrutinyWorkProgrammes.aspx

Decision making and scrutiny of decisions made

5.6.6 Cabinet is a key decision making body within the Council. From a review of
reports presented to Cabinet during 2017/18:

o All reports were in the required format;

e A total of 95 reports were presented, 88 of which were made publicly
available and 7 were excluded from the press / public on the grounds that the
items of business involved the likely disclosure of exempt information, for
example, commercially sensitive information; and

e For all decisions made by Cabinet during the year, ‘Decision Notices’ were
published on the Council's website and did not become effective (i.e.
implementable) until the expiry of ‘five working days after the Decision
Notices were published.

5.6.7 Decisions taken by designated officers in 2017/18, called Delegated Decisions, and
were published on the Council’'s website. A total of 32 Delegated Decisions were
published, none were called in and did not become effective (i.e. implementable)
until the expiry of ‘five working days’* after the Decision Notices were published.

Engagement with residents / stakeholders

5.6.8 The Council set out its commitment to engage with residents and stakeholders in its
‘Corporate Plan 2016 — 2020’ to help achieve the outcome of ‘more involved and
resilient communities’.

5.6.9 This commitment is supported through a dedicated Consultation page on the
Council’'s and a wider commitment by the Council to engagement via the Public
Services Board .

5.6.10 During the year, the Council undertook 28 consultation exercises, some in
partnership with other public sector organisation. The results of
consultation activity and engagement with local community groups have
been included within reports to Cabinet, where relevant, to inform decision
making. Examples include:

e Public Spaces Protection Order — agreed by Cabinet on 22" June 2017 to
introduce dog controls across Rhondda Cynon Taf;

e Transfer of St Mairs Day Centre, Aberdare to Age Connects Morgannwg —
agreed by Cabinet on 19" September 2017 via the Council's RCT Together
Community Participation Programme; and

3 Five working days — this is called the ‘call in period’, as per the Council's Constitution, and provides opportunity for
Councillors who are not members of the Cabinet to challenge the decisions that Cabinet make before they become eligible
for implementation.


https://www.rctcbc.gov.uk/EN/GetInvolved/Consultations/Consultations.aspx
http://www.ourcwmtaf.wales/engagement
http://www.ourcwmtaf.wales/engagement
https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Cabinet/2017/06/22/Reports/AgendaItem6PublicSpacesProtectionOrderDogControls.pdf
https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Cabinet/2017/09/19/Reports/AgendaItem6Proposaltoapproveinprinciplea99yearleaseholdtransferofStMairsDayCentreAberdaretoAgeConnectsMorgannwg.pdf
http://www.rctcbc.gov.uk/EN/GetInvolved/RCTTogether/RCTTogether.aspx
http://www.rctcbc.gov.uk/EN/GetInvolved/RCTTogether/RCTTogether.aspx

5.6.11

e Secondary Care Substance Misuse Services in Cwm Taf — agreed by Cabinet
on 19" September 2017.

From reviewing a sample of consultation reports produced during 2017/18,
a broad range of communication methods were on offer to encourage
stakeholders to express their views. One of the largest consultation
exercises during the year was the Annual Budget Consultation that
engaged via social media (including a Youtube video), elected Councillor
led engagement events, an on-line budget simulator, town centre road-
shows, targeting specific groups such as the Older Persons Forum, RCT
wide Youth Forum and the Disability Forum, and engaging directly with
users of Council Services at Leisure Centres and Libraries. The impact of
this approach is showing a trend of increased engagement, for example,
the budget consultation exercise for 2018/19 ran from the 6™ of November
2017 to the 18™ of December 2017 and over 1,500 people were involved in
the process (compared to 900 in 2017/18). The results of the consultation
were attached at Appendix 2 to the report to Full Council.



https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Cabinet/2017/09/21/Reports/AgendaItem8SubstanceMisuseReview.pdf
https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Council/2018/02/28/Reports/AgendaItem9TheCouncil2018.19RevenueBudgetStrategy.pdf

5.7

5.7.1

5.7.2

DEFINING OUTCOMES IN TERMS OF SUSTAINABLE ECONOMIC,
SOCIAL, AND ENVIRONMENTAL BENEFITS

The ‘Corporate Plan — 2016 — 2020’ sets out the Council’s priorities and
outcomes to be delivered and arrangements were in place during the year
to test if these continued to be relevant:

e The 2017/18 Budget Consultation process received feedback from 178

consultees on whether they thought the existing priorities were the right
ones; 131 (73.6%) indicated they thought that they were;

e The key actions to be delivered, as identified by the 2017/18 Service

Self Assessments and operational Service Delivery Plans,
complemented the priorities set out within the Council’'s Corporate
Plan; and

Corporate Plan priority up dates were published during the year and
reviewed and scrutinised by Cabinet and the Finance and Performance
Scrutiny Committee.

A review of the three Corporate Plan action plans in place for 2017/18
identified:

e Actions were generally in line with the WFG Act sustainable

development principle, for example,

o Economy — a focus on collaborating with other South East Wales
Councils over the long term (10 years) to maximise the economic
benefits from the Cardiff Capital Region City Deal;

o People — an on-going programme of investment in Leisure facilities,
informed through consultation with residents, to support the well
being of local people;

o Place — working with partners to deliver training and awareness
raising around the prevention of terrorism and radicalisation.

e The extent that performance indicator targets were ‘stretching’ was

mixed, albeit, the on-going reduction in the level of resources available
was a clear influencing factor. It is considered that for 2018/19, pre-
scrutiny of target setting and draft action plans, will help test these
arrangements; and

Progress reports were presented to Cabinet and the Finance and
Performance Scrutiny Committee on a quarterly basis during the year that
included an agreed set of actions and suite of performance indicators
(including benchmarking information where available) and an analysis of
targets set.



5.7.3

5.7.3.1

5.7.3.2

5.7.3.3

There was clear evidence that Corporate Plan priorities were aligned with
the Council's Medium Term Financial Plan and areas for additional
investment, and were supporting the delivery of defined outcomes.
Examples noted are set out below.

Medium Term Financial Plan

The Council’s latest Medium Term Financial Plan covered the period
2017/18 to 2020/21 and indicated that 84% of the 2017/18 revenue
budget and 98% of the three year Capital Programme (2017/18 to
2019/20) were allocated to Corporate Plan priority areas.

Investment

Additional investment was approved for delivery in 2017/18: 1st March
2017 Council amounting to £7.514M and 29th November 2017 Council
amounting to £7M, and were aligned to the Economy, People and Place
priorities to further improve infrastructure and the local environment, and
also supporting apprenticeships jobs within the Council.

Delivery of defined outcomes

Table 2 shows performance against the delivery of a selection of defined
outcomes.

Table 2 — Delivery against defined outcomes

Corporate Defined Outcome 2017/18 Performance®
Plan Priority
Economy Work with  Communities | No. of people supported that
First (and other partners) | have entered employment
to...reduce (Communities First) — 334
unemployment against a target of 238.
People More residents being | % of adults who completed a
supported to live in their | period of reablement & have no
own homes; package of care & support 6
months later - 77.84% against
a target of 77.23%.
Place Rhondda Cynon Taf's | % of highways inspected of a
streets will be kept clean | high or acceptable standard of
and tidy cleanliness — 99.8% against a
target of 95%

52017/18 performance — based on the Council’s quarter 3 Performance Report



https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Cabinet/2017/07/18/Reports/AgendaItem2MediumTermFinancialPlan201718to202021.pdf
https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Council/2017/03/01/Reports/AgendaItem83YearCapitalProgrammeReportandAppendices.pdf
https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Council/2017/03/01/Reports/AgendaItem83YearCapitalProgrammeReportandAppendices.pdf
https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Council/2017/11/29/Reports/AgendaItem10CouncilInvestmentPriorities.pdf
https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Council/2017/11/29/Reports/AgendaItem10CouncilInvestmentPriorities.pdf

Proposal for improvement

5.7.4 Draft Corporate Plan priority action plans for 2018/19 should be subject to
pre-scrutiny to assess, amongst other things, the basis of performance
indicator targets and whether the actions included will help to deliver
defined outcomes.



5.8 DETERMINING THE INTERVENTIONS NECESSARY TO OPTIMISE THE
ACHIEVEMENT OF THE INTENDED OUTCOMES

Determining and planning interventions

5.8.1 The Council’'s decision making arrangements during 2017/18 were based
on written reports in an agreed format, as set out in Section 5.6, having
regard to financial, legal and consultation matters, and alignment with the
WFG Act (this includes, for example, Council and Cabinet reports).

5.8.2 A review of Cabinet Reports during year showed that the suite of
information to inform decisions was comprehensive. One decision
approved by Cabinet on 19" September 2017 was called in: Review of the
Council’s Senior and Associated Management Post Structure and this
matter was considered by the Overview and Scrutiny Committee on 2nd
October 2017. At this time, the Committee determined that the ‘matter not
be referred back and that the decision taken on the 19th September, 2017
take effect as from the close of this meeting’.

5.8.3 Of the approaches or interventions used by the Council during the year,
overall, these are making a positive contribution to the delivery of outcomes
in line with Corporate Plan priorities. The key interventions noted are set
out below.

Cabinet and the Senior Leadership Team (SLT)

5.8.3.1 The Cabinet and SLT have jointly planned the work programme of items to
be reported during the year and required timescales, with this informing the
pace of progress and outcomes being delivered. This has included:

e Economy priority — a focus on regenerating the County Borough, for
example, progressing the Taff Vale Development in Pontypridd town
centre, as reported to Cabinet on 28th September 2017;

e People — the commencement of a medium term programme of work to
develop extracare facilities across the County Borough to help improve
outcomes for those adults who require support to live independently, as
reported to Cabinet on 28th September 2017; and

e Place — the on-going delivery of a highways investment programme to
further improve the condition of the roads to help keep the economy
moving. The on-going investment is making a positive impact where the
percentage of principal (A) roads, non-principal (B) roads and non-
principal (C) roads that are in overall poor condition was 8.6% in
2015/16, 7.2% in 2016/17 and 5.7%° in 2017/18.

6 Condition of roads (5.7% in 2017/18) - subject to year end validation process


https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/OverviewandScrutinyCommittee/2017/10/02/Reports/4.15p.m.02.10.17ReportexcludingAppendixA.pdf
https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/OverviewandScrutinyCommittee/2017/10/02/Reports/4.15p.m.02.10.17ReportexcludingAppendixA.pdf
https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Cabinet/2017/09/28/Reports/AgendaItem2TaffValeRedevelopment.pdf
https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Cabinet/2017/09/28/Reports/AgendaItem4TransformingAdultSocialCareDevelopmentofExtraCareHousing.pdf

5.8.3.2

5.8.3.3

Scrutiny Committees

Scrutiny Committees have undertaken discrete areas of work that have
supported changes to service provision. This has included:

e Children and Young People Scrutiny Committee - Free Sanitary
Provisions in schools that was supported by Council on 28th February
2018 and it is noted that Cabinet at its meeting on 19" April 2018
agreed a plan to enable the initiative to be implemented.

e Finance and Performance Scrutiny Committee — Bereavement fees and
charges for war veterans and men and women. This was reviewed by the
Committee on 18" December 2017 who helped formulate a pilot scheme to
reduce the total costs of all bereavement services provided by the Council for
war veterans by 25%. This was included within the 2018/19 Revenue Budget
Strateqy Report presented to Council on 28" February 2018 (Appendix 3).

e Public Service Delivery, Communities and Prosperity Scrutiny Committee —
following a review of the Cabinet Work Programme, the Committee pre-
scrutinised the area of ‘Increasing Recycling Performance’ and reported
proposals to Cabinet. These were endorsed at its meeting on 15th February
2018.

e Overview and Scrutiny Committee - following a review of the Cabinet Work
Programme, the Committee pre-scrutinised ‘the Corporate Plan — The Way
Ahead’ and ‘Transforming Adult Social Care — development of extra care
housing’. With regard to the latter, the final report to Cabinet was reinforced,
following the pre-scrutiny process, to clarify site location.

e Health and Wellbeing Scrutiny Committee — the Committee reviewed and
supported for the provision of defibrillators to be made available within
specific Council buildings across the County Borough (as reviewed by the
Committee on 20th February 2018).

Quarterly Performance Report

Performance Reports for quarters 1 to 3 provided updates on financial
performance; progress against Corporate Plan priorities (including
performance indicators and investment); staffing including sickness
absence; and strategic risks, and provided electronic links to more detailed
information. With specific regard to financial performance, Corporate Plan
priority and strategic risk up dates, exceptions were highlighted, explained
and the corrective action to be taken included within reports. There was
evidence of scrutiny challenge around financial and performance results
and requesting further information to be included within reports to aid the
reader’s understanding.

Fees and Charges



https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Council/2018/02/28/Reports/AgendaItem12ProvisionofSanitaryProductsinSchoolswithinRCTFinalReport.pdf
https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Council/2018/02/28/Reports/AgendaItem12ProvisionofSanitaryProductsinSchoolswithinRCTFinalReport.pdf
https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Council/2018/02/28/Reports/AgendaItem12ProvisionofSanitaryProductsinSchoolswithinRCTFinalReport.pdf
https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Council/2018/02/28/Reports/AgendaItem9TheCouncil2018.19RevenueBudgetStrategy.pdf
https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Council/2018/02/28/Reports/AgendaItem9TheCouncil2018.19RevenueBudgetStrategy.pdf
https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Cabinet/2018/02/15/Reports/AgendaItem6ImprovingRecyclingPerformancePrescrutinyOutcomes.pdf
https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Cabinet/2018/02/15/Reports/AgendaItem6ImprovingRecyclingPerformancePrescrutinyOutcomes.pdf
https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/HealthandWellbeingScrutinyCommittee/2018/02/20/Reports/AgendaItem4ProvisionofDefibrillatorsinRCT.pdf

5.8.3.4 Cabinet agreed Fees and Charges for 2017/18 on 9th February 2017 that

5.8.4

5.8.5

included ‘no increases’ for specific areas that linked to Corporate Plan
priorities, for example, car parking, summer and winter fees (sports clubs),
domiciliary care, trade refuse (recycling), meals on wheels and schools
meals.

Optimising achievement of intended outcomes

On 28" September 2017 Cabinet agreed a way forward to deliver the
Corporate Plan in a climate of further funding reductions by investing in
Rhondda Cynon Taf's future and by improving and delivering essential
services in a different way. This involved the creation of 5 workstreams to
invest in to improve essential services: Digitalisation, Commercialisation,
Early Intervention and Prevention, Independence and Efficient and
Effective Organisation.

Table 3 notes respondents feedback when asked whether they thought the
Council should focus on these key areas as part of the 2018/19 Budget
Consultation exercise.

Table 3 — Respondents feedback

Yes No | Don’t Know

(%) | (%) (%)
Digitisation 78 16 6
Early Intervention and 89 4 7
Prevention
Commercialisation 64 23 13
Efficient and Effective 89 5 6
Independence 67 20 13



https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Cabinet/2017/02/09/Reports/AgendaItem3CouncilFeesandCharges.pdf
file:///C:/Users/griffdp/AppData/Local/Microsoft/Windows/Temporary%20Internet%20Files/Content.Outlook/TRCKSMZO/The%20purpose%20of%20the%20report%20is%20to%20set%20out%20how%20the%20Council%20will%20deliver%20its%20Corporate%20Plan%20–

5.9

5.9.1

5.9.2

DEVELOPING THE ENTITY’S CAPACITY, INCLUDING THE
CAPABILITY OF ITS LEADERSHIP AND THE INDIVIDUALS WITHIN IT

Developing the entity’s capacity

The Council has continued to undertake a ‘corporate self assessment’ and
complete ‘individual service self assessments’ to assess the organisation’s
current position and areas for improvement, the latter being incorporated
into service planning processes.

The above self assessment and planning arrangements, supported by the
2017/18 Revenue Budget Strategy and an on-going programme of
investment, continues to evidence that the Council is developing its
capacity in priority areas albeit in the context of reducing funding levels for
the Council as a whole. Examples were noted within each Corporate Plan
priority area and are set out below.

5.9.2.1 Economy — working collaboratively with other South East Wales Councils as part of

59.2.2

5.9.2.3

the Cardiff Capital Region City Deal and the Council leading the transportation
and housing themes of this programme. Working in partnership was also evident
with the Central South Consortium Joint Education Service to improve education
attainment and closing the attainment gap between those children eligible for free
school meals and their peers.

People — working with the Health Service to put permanent hospital based

social workers in place and implementing the new ‘Stay well at home’ service,
both of which are having a positive impact on reducing the number of delayed
transfers of care from hospital and helping to rehabilitate more people to maintain
their independence. A new Resilient Families Programme has also been created
to support the increasing number of families with complex needs and requiring
support, this being a key risk area for the Council. The primary aim of the new
service is to prevent statutory intervention by the Council, for example, preventing
the need to bring children into the care of the Council.

Place — working with the Police and Crime Commissioner to run a Divert
Project that focuses on first time offenders aged 18-25 to reduce re-
offending and antisocial behaviour. Since the start of the programme, 96%
had not re-offended 6 months after completion of the intervention.

5.9.3 Capacity building was also noted as a key principle in other areas of the Council’s

work. This included:

o Working with local groups to help them become providers of services /
activities in communities, via the Council’s RCT Together initiative. Examples
noted were provision at Maerdy and Beddau Libraries with in excess of 1,300
and 900 members respectively, and the Feel Good Factory with nearly 80
members who use the facility to exercise.

e Investment in digitisation to enable agile working and support further
improvement in productivity, work / life balance and utilisation of space within
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5.9.5

Council buildings. It was noted that agile working is currently in place within
Adult Services and the Public Health and Protection Service, and a
programme is being devised to roll-out to other service areas in 2018/19. The
Council’'s approach to digitisation has also focussed on the customer, with
on-line transactions now representing around 50% of all transactions.

e A focus on improving attendance through targeting areas with high levels of
sickness. The Council’s publishes its sickness information on a quarterly
basis; the latest position as at 31%' December 2017 showed a slightly
improving trend: 4.34% at December 2017 compared to 4.42% in December
2016.

e Investment in apprentice and graduate jobs in professions the Council has
identified need to be developed. During 2017/18, 33 apprentices and 13
graduates were appointed covering areas such as engineering (civil /
electrical / mechanical), IT, Digital Services, Accounting, mechanic and
aguatics.

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

Part 3(i) of the Council’'s Constitution, ‘Responsibilities for Functions’, sets
out the responsibilities of the Leader of the Council, the Cabinet and
designated employees of the Senior Leadership Team (Section 3A) and is
kept under on-going review, for example, an up date to the Leader’s
Scheme of Delegation of Executive Functions was published on 18th July
2017.

Developing the capabilities of councillor

Following the local government elections in May 2017, a programme of
training commenced for elected Councillors to ensure they were equipped
with the appropriate skills, knowledge and support to fulfil their roles. Areas
of training delivered were:

e How the Council Works - providing an understanding of the Executive
and Scrutiny arrangements within the authority;

e Code of Conduct;

e Welsh Language — Setting the Standards;

e The Modern Member — focusing on practical casework and advocacy
skills to assist Members in managing challenging constituents and
difficult situations;

e Local Government Pension Scheme,;

¢ Meeting with Officers of the Senior Leadership Team — newly elected
Members were given the opportunity to meet with the Chief Executive
and Senior Officers and received a brief overview of each of their
respective areas of responsibility;

e Scrutiny Training — including ‘Making a Difference through Scrutiny’,
‘Effective Questioning and Listening Skills’, ‘Achieving Effective


https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Cabinet/2017/07/18/Reports/2pmAgendaItem3LeadersSchemeofDelegation.pdf
https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Cabinet/2017/07/18/Reports/2pmAgendaItem3LeadersSchemeofDelegation.pdf

5.9.6

5.9.7

5.9.8

5.9.10

Scrutiny of Children’s Services’ (delivered to Members of the Children
& Young People Scrutiny Committee) and ‘Local Government Finance’
(delivered to Members of the Finance & Performance Scrutiny
Committee);

e An Introduction to Local Authority Licensing — covering Taxi Licensing,
Licensing Act 2003 including Police Reform and Social Responsibility
Act, changes, reviews, offences and appeals; and

e Chairing Skills — for the Chairs and Vice-Chairs of the Planning &
Development Committee, Licensing Committee and Scrutiny
Committees, and the Chair of the Democratic Services Committee.

It was noted that evaluation forms are provided at sessions; however, to
date limited feedback is received.

Developing the capabilities of employees

The Council put in place a Workforce Plan 2017-22, following engagement
with services, and was approved by Cabinet on 15th February 2018. The
plan has set priorities that align to the Council’s Corporate Plan:

e Developing a flexible and agile workforce that shares organisational
knowledge;

Recruiting and retaining the best talent to create a diverse workforce;
Leadership and management development;

Enabling a high performing, engaged and committed workforce; and
Supporting health and wellbeing to maximise attendance.

Staff development has been supported through induction sessions,
Leadership and Middle Management Development Programmes, Manager
Briefings, ‘Joint Cabinet and Manager meetings’ and a range of operational
training such as health and safety, information management and dignity at
work. This was supported by a new Training Compendium that brought
together all training available within the Council. It was also noted that
evaluation forms are provided at training sessions; however to date, limited
feedback is received.

Proposal for Improvement

In view of the limited level of training event feedback provided, engage with
attendees to identify alternative methods of obtaining feedback to ensure
that training resources provide maximum benefit for attendees.


https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Cabinet/2018/02/15/Reports/AgendaItem5RCTCBCWorkforcePlan201722.pdf

5.10

5.10.1

5.10.2

5.10.3

5.10.4

5.10.5

MANAGING RISKS AND PERFORMANCE THROUGH ROBUST
INTERNAL CONTROL AND STRONG PUBLIC FINANCIAL
MANAGEMENT

Managing risk

The Council has a Risk Management Strategy that was approved by
Cabinet in March 2014 and set out the overall purpose and framework for
risk management within the organisation.

It was noted that the Council’s risk management arrangements were
reviewed in consultation with the Group Director, Corporate & Frontline
Services and the Chief Executive during the first quarter of 2017/18.
Following review, the format of the Strategic Risk Register was changed to
provide more specific information to stakeholders in respect of controls and
actions in place to manage the individual risks. Risk up dates form part of
the Council’s Performance Report that was published on a quarterly basis
throughout the year.

During 2017/18, the Council complied with the strategy because it up dated
its Strategic Risk Register at the start of the year to align with Corporate
Plan priority areas, aligned risks to risk holders and incorporated strategic
risk up dates into quarterly Performance Reports. To assess whether the
current Risk Management Strategy document remains fit for purpose, this
should be reviewed and if appropriate up dated during 2018/19.

Managing performance

The Council has taken steps to strengthen its performance management
arrangements during the year through Service Self Assessment / Service
Delivery Planning ‘challenge sessions' with the Chief Executive and
designated Cabinet Member. The outcome of this work is supporting an
overall improvement in the content of the documents via more clearly
defined outcomes and measures being set. Steps have also been taken to
introduce revised and proportionate individual performance management
arrangements to all staff.

The Council is using partnerships to help deliver its own strategic plans and
manage performance, with priorities based on a sound understanding of
local needs, for example, Population Needs Assessment and the Well-
being Assessment and Local Housing Market Assessment 2017/18 -
2022/23. Shared priorities, in particular, are benefiting from closer
partnership working around areas such as the ‘Stay well at home service’
and the new early intervention service supporting the two A&E hospitals
having significant success to date, in particular over the winter months,
reducing delayed discharges and ensuring significantly less elective
surgeries were cancelled during the period than in prior years.



http://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Cabinet/2014/03/19/Reports/agendaitem6riskmanagementstrategy.pdf
https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Cabinet/2017/02/16/Reports/AgendaItem8PopulationNeeds.pdf
https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Cabinet/2017/02/16/Reports/AgendaItem8PopulationNeeds.pdf
https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Cabinet/2018/03/22/Reports/AgendaItem4LocalHousingMarketAssessment.pdf
https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Cabinet/2018/03/22/Reports/AgendaItem4LocalHousingMarketAssessment.pdf

5.10.6

5.10.7

5.10.8

5.10.9

5.10.10

5.10.11

Robust internal control

The membership and meeting frequency of the Council’s Audit Committee
(6 meetings) during 2017/18 was in line with the Council’s Constitution and
legal requirements.

The Council’'s Head of Internal Audit presented the Internal Audit Annual
Report 2017/18 to Audit Committee on 30" April 2018 setting out the work
of Internal Audit over this period. Based on the information provided to
Audit Committee during the year, it concluded that ‘...the overall system of
internal control within the Council operated effectively during 2017/18 with
some areas identified for improvement - particularly within the
comprehensive school sector.

A review of a sample of Audit Committee meeting minutes identified:

¢ A number of internal audit opinions concluded that the standard of internal
control at specific establishments was insufficient and require improvement,
mainly in relation to the school sector;

¢ As aresult, Audit Committee requested ‘follow up visits’ to determine whether
the required improvements in internal control had been made;

e 6 of the 8 follow up visits’ were completed in 2017/18 and all demonstrated
satisfactory improvement in the standard of internal control. It is noted that
the remaining 2 visits will be finalised in the first quarter of the 2018/19
financial year; and

e It is also noted that Audit Committee have requested more thematic reviews
to be undertaken of secondary schools in 2018/19, following consideration of
reports received in 2017/18, focussing on areas of highest risk.

The CIPFA ‘Audit Committees: Practical Guidance for Local Authorities
and Police. 2013 Edition’ provides an overview of the core functions of an
Audit Committee. A review of compliance against the Guidance was
incorporated into the workplan of Audit Committee during 2017/18. The
CIPFA Guidance was due to be updated and re-published during quarter 4
of 2017/18; however, at the time of this annual governance statement, an
update had not been released. It is noted that this work will now take place
during 2018/19 (further to receipt of up dated guidance).

Managing data

An Information Management Plan is in place that sets out the framework,
including legal requirements, for information management within the
Council.

A review of the arrangements in place during 2017/18 identified they were
in line with the agreed governance structure:

e Key responsibilities were designated within the Council: The Council’s
designated Senior Information Management Risk Officer (SIRO) is the
Group Director, Corporate & Frontline Services and there was a
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5.10.13
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5.10.15

Information Management & Data Protection Act Officer who reports to
the Head of Information Technology;

e An Information Management Board was in operation, Chaired by the
SIRO, with the Board being supported by an Information Management
Working Group;

¢ Information was available on the Council’s website in respect of Data
Protection and Freedom of Information, and has set out in Section 5.6
a Publication Scheme was in place in accordance with the Council’s
responsibilities under the Freedom of Information Act 2000; and

e The Council continued to secure its annual accreditation to the Public
Service Network (PSN) in September 2017 i.e. The 'PSN' is the
Council’s connection to the wider public sector network (Council to
Council, Council to Government e.g. Department for Work and
Pensions) to enable the Council to communicate and share data
securely across all public bodies.

It was noted that alongside the above activity, the Information
Commissioner’s Office (ICO) investigated 8 referrals (2 self referrals and 6
external). No further action was taken in each case and the ICO
determined the following:

e 3 cases were likely to have been the result of a breach of the Data Protection
Act (DPA);

3 cases were unlikely to have been the result of a breach of the DPA,

1 case did not meet the threshold for investigation; and

1 case was withdrawn.

General Data Protection Regulation (GDPR)

In addition to the normal business of the Information Management
requirements placed upon the Council, the General Data Protection
Regulation (Regulation (EU) 2016/679) comes into effect on 25" May
2018.

The GDPR is a regulation intended to strengthen and unify data protection
for all individuals within the European Union (EU). The primary objectives
of the GDPR are to give individuals greater control of their personal data
and to simplify the regulatory environment. When the GDPR takes effect, it
will replace the Data Protection Directive 1995 (under which the UK Data
Protection Act 1998 was made).

A Report was presented to Cabinet at the meeting held on 22nd March 2018
providing an overview of the preparatory work being undertaken in readiness for
the 25" May 2018 and agreeing a Data Protection Policy and to designate the
post of Data Protection Officer to an existing member of staff.

Public Services Ombudsman for Wales



http://www.rctcbc.gov.uk/EN/Council/DataProtectionandFreedomofInformation/Publicationscheme.aspx
https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Cabinet/2018/03/22/Reports/AgendaItem8DataProtectionPolicy.pdf

5.10.16

5.10.17

5.10.18

During the 2017/18 financial year, no investigations were undertaken by
the Public Services Ombudsman for Wales in respect of the Council. It was
noted that 10 referrals” were considered through the Council’'s Complaints
and Concerns Procedure the outcomes from which were: no further action
deemed necessary for 8 and 2 referrals are currently being reviewed
(received in March 2018).

It was also noted that an ‘early resolution’ procedure was made, via the
Public Services Ombudsman for Wales, in respect of a further complaint.
This was settled via a letter of apology from the Council and a small
payment in recognition of this.

Strong public financial management

The Council has publicly demonstrated its commitment to strong and
responsible financial planning and management, and has supported this
through the delivery of sound financial performance during a period of
reducing budgets. This is because:

¢ A key cross-cutting principle within the Council’s Corporate Plan is ‘Live within
our means’, in effect setting out the importance of sound financial planning
and management within the organisation;

¢ The Council has a suite of protocols supporting strong financial planning and
management, for example, ‘Budget and Policy Framework Procedure Rules’
and the ‘Financial Procedure Rules’. In the case of the latter, it was noted that
the document has not been up dated in the past 2 years and therefore
requires review;

e The Council set a Revenue Budget in 2017/18 after taking account of a
significant budget gap, with savings being delivered from areas that did
not affect frontline services. The Council also continued to take a
responsible approach to Council Tax increases, having regard to
residents feedback as part of the revenue budget consultation process,
and set a 2.25% Council Tax increase which was lower than the all
Wales average increase of 3.04% and in line with the ambition set out
in the Corporate Plan;

¢ Financial performance results were publicly reported every three months
during the year and scrutinised by elected Councillors. The latest financial
performance results, for the period April 2017 to December 2017, forecast
that the Council will deliver a £0.487Million underspend on its revenue budget
against a total budget of £458.940Million (a 0.1% variance);

7 Referrals — referrals are where members of the public complain to the Ombudsman without
exhausting the local authority’s complaints procedure first. The Ombudsman therefore refers these
back to the local authority to be considered in line with their complaints procedure
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e The Council kept its finances under on-going review throughout 2017/18 and
was able to release £7.0M of resources from earmark reserves. This was
approved by
Council on 29th November 2017 and supported investment in Corporate Plan
priority areas. It is noted that the release of one-off funding as a result of
early identification of savings or from assessing the Council’'s specific
reserves has been a consistent approach in enabling significant additional
investment in recent years;

e The Council is financially stable as a result of it: maintaining General Reserve
balances at the minimum level as at 315 March 2017 (as assessed by the
Council’s Chief Finance Officer); having a track record over a number of
years of setting and delivering balanced revenue budgets; and having ‘clean
bills of health’ on its year end accounts when audited by the Wales Audit
Office. It was noted that the Council is also taking steps to meet the
requirements of up dated legislation that will require all local authorities in
Wales to prepare their draft Statement of Accounts earlier and for the
external audit of these to also be completed earlier; and

e The Council had sound medium term financial planning arrangements that
robustly forecasted future spending and funding levels, and published an up
date during the year.

Proposals for improvement

Review the Council’'s Risk Management Strategy document to assess whether it
remains fit for purpose. Where revisions are deemed required, these should be
reported to elected Councillors for review and sign off before being re-published.

Review, and where required, up date the Council’s Financial Procedure Rules and
report revisions to elected Councillors for consideration / approval.


https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Council/2017/11/29/Reports/AgendaItem10CouncilInvestmentPriorities.pdf
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5.11.1

5.11.2

5.11.3

IMPLEMENTING GOOD PRACTICES IN TRANSPARENCY,
REPORTING, AND AUDIT TO DELIVER EFFECTIVE ACCOUNTABILITY

Implementing good practice in transparency and reporting

The Council has implemented an open and consistent approach to
reporting its business, as set out in earlier sections of this Annual
Governance Statement, with the aim of helping to ensure information is
understandable to stakeholders and that they have the opportunity to
challenge the Council’s performance, plans and decisions.

A review of a sample of information reported to Council, Cabinet, Scrutiny
Committees and Audit Committee has revealed that:

e Annual Reports and Plans are reported publicly, providing an overview of
performance either on a council wide basis or in relation to specific areas of
business, for example:

o The Council’'s audited Statement of Accounts 2016/17 reported and
approved by Council on 20" September 2017 in line with the statutory
timeframe;

o The Corporate Performance Report setting out an assessment of the
Council's performance for 2016/17 and plans for 2017/18, these being
reported to Council on 19" July 2017. The Wales Audit Office has a
statutory duty to review the Council’'s arrangements in this area and
issued a ‘certificate of compliance’ In November 2017;

o Annual Reports / Plans presented to Cabinet: Cwm Taf Carer's Annual
Report 2016/17, Corporate Parenting Board - Annual Report, National
Adoption Annual Report and Annual Equality Report .

e The minutes of meetings confirm that designated officers attended
Committee meetings to orally present reports and answer questions, and a
number of occasions were noted where updates were delivered via
presentations.

Proposal for Improvement

As part of the above review, it was noted that the Council’'s Annual
Governance Statement was incorporated within the Statement of Accounts
and was not a stand alone document. To increase the prominence /
awareness of the Annual Governance Statement, this should be a stand
alone document on the Council’s website.


https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Council/2017/09/20/Reports/AgendaItem9StatementofAccounts2016.17.pdf
https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Council/2017/07/19/Reports/AgendaItem7.DraftCouncilPerformanceReprot.pdf
https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Cabinet/2017/07/18/Reports/AgendaItem9CwmTafCarersAnnualReport.pdf
https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Cabinet/2017/07/18/Reports/AgendaItem9CwmTafCarersAnnualReport.pdf
https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Cabinet/2017/11/21/Reports/AgendaItem5CorporateParentingBoardAnnualReport.pdf
https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Cabinet/2018/01/25/Reports/AgendaItem7NationalAdoptionService.pdf
https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Cabinet/2018/01/25/Reports/AgendaItem7NationalAdoptionService.pdf
https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Cabinet/2018/03/22/Reports/AgendaItem3AnnualEqualityReport1617.pdf

5.11.4

5.11.5

5.11.6

5.11.7

5.12

5121

5.12.2

Assurance and effective accountability
Internal Audit

The Council’s Internal Audit Service was subject to an external assessment
during 2016/17 to determine conformance or otherwise with the Public
Sector Internal Audit Standards. The external assessment (required to be
done once every 5 years) concluded that the service ‘complies with the
Standards in all significant areas, the impact of the non-conformances
identified is not considered to be significant’. The outcome of the external
assessment was presented in full to the Audit Committee held on 20"
March 2017 (Appendices 3A and B).

The Council’s Internal Audit Service also had an Internal Audit Charter for
the 2017/18 financial year that was approved by Audit Committee on 20th
March 2017 and sets out the Service’s position within the organisation, for
example, its authority to access records, personnel and physical properties
relevant to the performance engagements. From a review of Audit
Committee reports during the year, the Internal Audit Service was delivered
in line with the requirements set out in the Charter.

Wales Audit Office recommendations

The Council has a process in place for agreeing and monitoring the
implementation of recommendations / proposals for improvement made by
the Wales Audit Office. It was noted that Wales Audit Reports were
reported to Cabinet and then to Audit Committee and the Overview and
Scrutiny Committee during the year, with the responsibilities of the role of
both Committees set out in covering reports.

During 2017/18 the Council also developed a section on its internet site
that set out all regulatory reports received by the Council since December
2015.

OTHER KEY GOVERNANCE ARRANGEMENTS

Amgen Cymru Ltd

Rhondda Cynon Taf CBC holds 100% of the voting rights of Amgen Cymru Ltd.,
who in turn hold 100% of the voting rights of Amgen Rhondda. The Council also
holds 100% of the allotted preference shares in Amgen Rhondda Ltd. The
principal activities of Amgen Cymru is to provide waste management services and
waste disposal facilities. Amgen Rhondda is responsible for the stewardship of the
Nant y Gwyddon landfill site.

The directors of the companies are responsible for ensuring there are sound
governance arrangements including a robust system of internal control.


http://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/AuditCommittee/2017/03/20/Reports/Item6InternalAuditAnnualReport201617.pdf
http://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/AuditCommittee/2017/03/20/Reports/Item6InternalAuditAnnualReport201617.pdf
https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/AuditCommittee/2017/03/20/Reports/Item7InternalAuditCharter201718.pdf
https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/AuditCommittee/2017/03/20/Reports/Item7InternalAuditCharter201718.pdf
https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/AuditCommittee/2017/10/16/Reports/Agendaitem4ReportsoftheWalesAuditOffice.pdf
https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/OverviewandScrutinyCommittee/2017/09/13/Reports/AgendaItem4WAOReportscoveringreportappendices.pdf
https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/OverviewandScrutinyCommittee/2017/09/13/Reports/AgendaItem4WAOReportscoveringreportappendices.pdf
http://www.rctcbc.gov.uk/EN/Council/PerformanceBudgetsandSpending/Councilperformance/AuditorsofCouncilperformance.aspx

5.12.3

5.12.4

5.12.5

5.12.6

5.12.7

5.12.8

The Council removed the “arms length” status of the companies during 2009/10,
therefore many of the aspects of the Council’s governance arrangements such as
policies, processes and controls apply to the companies.

During 2017/18 there have been no significant governance issues that have been
identified by the Amgen Company directors, internal auditors or external auditors.

Pension Fund

Rhondda Cynon Taf County Borough Council is the Administering Authority
for the Rhondda Cynon Taf Pension Fund. Whilst the governance
arrangements detailed in this statement apply equally to the Council’s
responsibilities to the Pension Fund there are further specific requirements
for Pension Funds which are detailed in a number of key documents:

e Governance Statement of Compliance which indicates the Fund’s
position against the Government’s best practice standards;

e Governance Policy Statement which provides an overview of the
management structure, decision making and employer engagement;

e Communication Policy Statement which details the communication and
information services to participating employers and scheme members;

e Pension Fund Administration Strategy which seeks to improve
efficiency in the delivery of agreed standards of quality and to ensure
compliance with statutory requirements;

e Investment Strategy Statement which details how Fund investments
are managed;

e Funding Strategy Statement which provides a summary of how we will
fund our pension liabilities.

All of these documents can be found at the following link:
www.rctpensions.org.uk

The Public Service Pensions Act 2013 introduced a number of changes to
public service pension schemes, including some significant changes for the
governance of such schemes. In accordance with the Act, the Council
established a Local Pension Board to assist Rhondda Cynon Taf County
Borough Council in its role of Administering Authority (‘'Scheme Manager'
in):

e Securing compliance with the Principal Regulations and any other
legislation relating to the governance and administration of the LGPS;

e Securing compliance with the requirements imposed in relation to the
LGPS by the Pensions Regulator; and

e Ensuring the effective and efficient governance and administration of
the LGPS by the Scheme Manager.

The Pension Board is made up of two employer representatives and two
member representatives.


http://www.rctpensions.org.uk/

5.12.9

5.12.10

5.12.11

5.12.12

In 2016/17 the Council established a formal Pension Fund Committee
(subject to the provisions of Section 101 of the Local Government Act
1972) to oversee its responsibilities with regard to the administration of the
RCT Pension Fund. The Pension Fund Committee consists of 5 elected
members and is politically balanced.

The Committee is responsible for the strategic management of the RCT
Pension Fund with all operational matters continuing to be delegated to the
Group Director Corporate and Frontline Services (as the Section 151
Officer or in his absence the Deputy Section 151 Officer) who are
supported by an Investment and Administration Advisory Panel with
appropriate officer, independent advisor and professional support.

The Pension Fund Committee met 4 times during the Municipal Year
2017/18.

In early 2017, a Joint Governance Committee (JGC) was established in
accordance with an inter-authority agreement, responsible for oversight of
the Wales Pension Partnership (WPP) investment pooling collaboration of
the eight LGPS funds in Wales. The eight Welsh Pension Fund Committee
Chairs or their nominated deputy (elected member) attend the JGC and are
supported by an officer working group. In January 2018, the WPP
appointed an ‘Operator’ to establish and run a collective investment vehicle
for the sole use of the Local Government Pension Scheme (LGPS) funds in
Wales.

A summary of the pooling objectives of the WPP are:

Generate consistent net of fee excess returns;

Diversify manager risk;

Reduce average manager fees;

Achieve tax efficiency by reclaiming withholding tax on dividends (for

non-UK equity sub-funds);

e Meet the Government deadlines by establishing one sub fund
submission to the FCA; and

e Equitably share the costs of transitioning into sub-funds.



6.1

6.2

OVERALL ASSESSMENT OF THE COUNCIL’S ARRANGEMENTS

Based on the assessment undertaken, it is considered that the Council’'s
governance arrangements were fit for purpose and publicly demonstrated
how the Council’'s work and resources have contributed to the delivery of
Corporate Plan priorities and outcomes. This overall conclusion is
supported by:

e Sound arrangements to support elected Councillors and Officers in the
effective discharge of their responsibilities and also in maintaining high
standards of conduct when undertaking business on behalf of the Council,

e Processes in place to up date governance related documents, such as the
‘Anti-fraud, Bribery and Corruption Strategy’ and ‘Whistle-blowing’
arrangements, raise awareness of these documents within the Council and
also publicly reporting on the Council’s performance in such areas;

¢ An open approach to engaging with stakeholders and planning and delivering
services, a number of which being in partnership with others;

e Clear arrangements for decision making that were: supported by robust
service management, financial management and scrutiny arrangements;
informed by consultation feedback where appropriate; and tested against the
requirements of the Well-being of Future Generations Act;

e The continued reporting of understandable priorities and ambition, as set out
in the Council's Corporate Plan, with progress reports demonstrating
generally improving outcomes and performance at the same time as
maintaining financial stability;

¢ Regular reporting of the Council’s performance, with examples of ‘exceptions’
being reviewed and challenged by Scrutiny Committees;

¢ A medium term approach to financial planning that helped inform strategic
decision making and prioritisation of resources through on-going public sector
austerity; and

e The Council having a track record of implementing Annual Governance
Statement recommendations in previous years.

Notwithstanding this overall position, the assessment has identified areas
where improvements are deemed necessary to further reinforce the
effectiveness of the Council’s current arrangements. These are set out in
Section 7.



7. PROPOSALS FOR IMPROVEMENT

7.1 Further to completing the assessment of the Council’s governance arrangements, Table 4 sets out proposals for improvement.

Table 4 — Proposals for Improvement

Core Principle/ | Paragraph Issue Identified Recommendation Timescale for | Responsible
Area No. Implementati Officer
on
The Governance 4.3 The Council’'s governance | In line with the national framework, the | Qtr 2 2018/19 Service
Framework arrangements comprise  a | Council should document and publish its Director —
number of codes and | arrangements within a local code of Performance
documents and are not|governance, following review and and
brought together to form a | approval by elected Councillors. Improvement
local code of governance as
set out in the national
framework.
Behaving with 5.5.18 | A number of actions were | Policies and Strategies - undertake | Qtr 3 2018/19 Head of
integrity, taken to raise awareness of | engagement within the Council to Organisation
demonstrating policies and strategies within | assess the level of awareness and al
strong the Council; however, no |understanding of the Whistle-blowing Development
commitment to information is collected around | Policy, Anti-fraud, Bribery  and
ethical values, and the extent of understanding. Corruption Strategy, Gifts and
respecting the rule Hospitality Policy and induction
of law arrangements.

5.5.19 Complaints and Comments - | Comments, compliments and | Qtr 2 2018/19 Head Of
no regular analysis is produced | complaints (non-social services) - Legal -
and provided to Services to | introduce arrangements to enable Corporate
support performance | regular complaint analysis to be




management  arrangements,
for example, the number and
type of complaints, and
recurring themes.

provided to Services.

And
Democratic
Services




Core Principle / Paragraph Issue Identified Recommendation Timescale for | Responsible
Area No. Implementati Officer
on
Defining outcomes 5.74 Draft Corporate Plan priority | Draft Corporate Plan priority action | Qtr 1 2018/19 Service
in terms of action plans were not subject | plans for 2018/19 should be subject to Director —
sustainable to pre-scrutiny in 2017/18. pre-scrutiny to assess, amongst other Performance
economic, social, things, the basis of performance &
and environmental indicator targets and whether the Improvement
benefits actions included will help to deliver and
defined outcomes. Performance
Manager
Developing the 5.9.10 Although evaluation forms are | In view of the limited level of training | Qtr 1 2018/19 | Head of
entity’s capacity, in place to gauge the value of | feedback provided, engage with onwards Organisation
including the training and development | attendees to identify  alternative al
capability of its activities, feedback is limited. | methods of obtaining feedback to Development
leadership and ensure that training resources provide
individuals  within maximum benefit.
it
Managing risks 5.10.19 | The Council’s risk | Review the Council’s Risk Management Qtr 32018/19 | Head of
and performance management processes were Strategy document to assess whether it Internal Audit
through robust reviewed in 2017/18 and and
internal control improvements introduced to | remains fit for purpose. Where revisions are Procurement
and strong public further strengthen | geemed required, these should be reported Development
financial arrangements. However, the . . : Programmes
management Risk Management Strategy to elected Councillors for review and sign

document was not reviewed /
up dated.

off

before being re-published.




5.10.20 The Council’s Financial Review, and where required, up date the Qtr 2 2018/19 Service

Procedure Rules document Council’'s Financial Procedure Rules and Director —
has not been reviewed for 2 Performance
years. report revisions to elected Councillors for &

consideration / approval. Improvement




Core Principle / Paragraph Issue Identified Recommendation Timescale for | Responsible
Area No. Implementati Officer
on
Implementing 5.11.3 The Annual Governance To increase the prominence /| Qtr22018/19 | Head of
good practices in Statement is not a stand alone awareness of Internal Audit
transparency, document on the Council’s the Annual Governance Statement, this and
reporting and audit website. should be a stand alone document on Procurement
to deliver effective the Development
accountability Council’s website. Programmes
PROPOSALS FOR IMPROVEMENT TO BE CARRIED FORWARD FROM 2016/17
Behaving with | 2016/17 | Complaints and Comments - | In line with the timescale set in the | Qtr12018/19 | Head Of
integrity, AGS no update is produced on a 2016/17 Legal -
demonstrating periodic basis to summarise | Annual Governance Statement, this Corporate
strong the non-social services related action And
commitment to complaints and  concerns | is scheduled for completion by 30" June Democratic
ethical values, and received and action taken. 2018. Services
respecting the rule
of law
Managing risks | 2016/17 | Audit Committee — no self | The Council's Audit Committee, in To be Head of
and performance AGS assessment has been | consultation with the Head of Internal | completed on | Internal Audit
through robust undertaken against the | Audit, should undertake a self| receiptofup |and
internal control standards set out in the CIPFA | assessment against the Standards as dated Procurement
and strong public document ‘Audit Committees: | set out in the CIPFA document ‘Audit guidance Development
financial Practical Guidance for Local | Committees: Practical Guidance for Programmes
Authorities and Police - 2013 | Local Authorities and Police. 2013

management




Edition’. This has been | Edition’.
delayed due to awaiting receipt
of up dated guidance.

7.2 The Council’'s Senior Leadership Team has accepted the proposals for improvement and is committed to their implementation during
2017/18. The Senior Leadership Team has also confirmed that an update on progress will be reported to the Council’s Audit
Committee during the year to enable Councillors to review and scrutinise the extent of progress being made.

Leader: QL WC}"‘Q_%OUC\ - Chief Executive MEWMJ}JL\T



APPENDIX A

POSITION STATEMENT ON PROGRESS MADE TO IMPLEMENT 2016/17 PROPOSALS FOR IMPROVEMENT

Core Principle

Issue Identified

Recommendation

Timescale for

Responsible

Position Statement

Implementatio Officer
n

Behaving with | The ‘Anti-Fraud, | The Council’s Anti-Fraud, Bribery and | Qtr 3 2017/18 Service Completed
integrity, Bribery and | Corruption Policy and Procedure should Director — (reported to Audit
demonstrating Corruption Policy | be reviewed and up dated where Operational | Committee 27/11/17
strong and Procedure’ | relevant and reported to the appropriate Finance — link to the report
commitment to | was last up dated | Committee for scrutiny and sign-off.
ethical values, | in 2013. Thereafter, the up dated document
and respecting should be used to inform awareness
the rule of law raising throughout the Council.

Complaints and | A periodic up date, for example | Qtr12018/19 Head Of On Target

Comments - no | annually, of all non-social services Legal -

update is | complaints and comments received by Corporate

produced on a | the Council should be produced, along And

periodic basis to | with action taken / lessons learned, and Democratic

summarise  the | reported to an appropriate Committee Services

non-social for review and where relevant further

services related | action.

complaints and

concerns

received and

action taken.
Defining The MTFP does | As part of updating the MTFP in| Qtr22017/18 Service Completed



https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/AuditCommittee/2017/11/27/Reports/Item3AntiFraudBriberyCorruptionStrategy.pdf

outcomes
terms
sustainable
economic,
social,
environmental
benefits

in
of

and

not allocate the
Council’'s Capital
Programme over
Corporate  Plan
priority areas

2017/18, the Council’s Capital
Programme resources should be
allocated / categorised over Corporate
Plan priorittes to demonstrate or
otherwise the prioritisation of resources.

Director —
Performance
&
Improvement

(reported to Cabinet
18/7/17 as part of
the Council’s up

dated Medium Term

Financial Plan)

Core Principle

Issue ldentified

Recommendation

Timescale for

Responsible

Position Statement

Implementatio Officer
n

Developing the | Councillor /| Where Councillor and employee | Qtr32017/18 | Head of | Partly Completed.
capability of the | employee development / training activity takes Organisation
entity’s leadership | development / | place, information should be collected al Questionnaire in
and other | training — where [on an on-going basis to help Development | place however
individuals operational demonstrate the longer term limited feedback. To

training is | effectiveness of the training and also be carried forward

delivered, its | help inform future needs. into 2018/19.

impact / benefit is

not always

captured.



https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Cabinet/2017/07/18/Reports/AgendaItem2MediumTermFinancialPlan201718to202021.pdf
https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/Cabinet/2017/07/18/Reports/AgendaItem2MediumTermFinancialPlan201718to202021.pdf

Managing risks
and performance
through robust
internal control

and strong public
financial
management
Managing risks
and performance
through robust
internal control
and strong public
financial
management

Risk
Management —
the Council’s Risk
Management
Strategy has not
been reviewed /
up dated since
2014.

The Councils Risk Management
Strategy should be reviewed, and where
relevant updated, and reported to an
appropriate Committee for review and
sign off.

Qtr 32017/18

Head of
Internal Audit

Complete.
The Council’'s risk
management
arrangements were
reviewed and up
dated in
consultation with the
Group Director,
Corporate &
Frontline  Services
and the Chief
Executive during the
first  quarter  of
2017/18.




Core Principle

Issue ldentified

Recommendation

Timescale for

Responsible

Position Statement

Implementatio Officer
n

Managing risks | Audit Committee — no | The Council’s Audit Committee, | Qtr 4 2017/18 | Head of To be carried
and performance | self assessment has |in consultation with the Head of Internal Audit | forward into
through robust | been undertaken | Internal Audit, should undertake a 2018/19.
internal control | against the standards | self assessment against the
and strong public | set out in the CIPFA | Standards as set out in the The CIPFA ‘Audit
financial document ‘Audit | CIPFA document ‘Audit Committees:
management Committees:  Practical | Committees: Practical Guidance Practical Guidance
Managing risks | Guidance for Local | for Local Authorities and Police. for Local Authorities
and performance Authorities and Police - | 2013 Edition’. and Police. 2013
through robust | 2013 Edition’. Edition’ was due to
internal control be updated and re-

and strong public
financial
management

published during
quarter 4 of
2017/18. However,
at the time of this

annual governance
statement, an
update had not

been released. As a
result, this work will
take place during
2018/19 (further to
receipt of up dated
guidance). issued).




Core Principle Issue Identified Recommendation Timescale for | Responsibl Position Statement
Implementatio e
n Officer
Managing risks | Information The Council should report | Qtr 4 2017/18 | Head of .T | Completed.
and performance | Management — no|on a periodic basis, for
through robust | update is  reported | example, annually, its An overview of the Council's
internal control | setting out the Council’'s | work and performance Inforr_nation Management
and strong public | work and performance | around Information function / governance
financial in this area. Management and provide e;:rangemen_ts was (;eported o
management opportunity for  review Commitce. at its meeting held
Managing risks and scrutiny. on 14™ November 2017.
and performance
through robust Following receipt of the report,
internal control the Committee resolved to

and strong public
financial
management

receive an annual report in
respect of the Council’s overall
Information Management
arrangements and this is due to
be presented to the Overview &
Scrutiny Committee early in the
new Municipal Year.

*kkkkkkkkkkkkkkkkkkkkkkkhkkkhkkkkkkkkkkk



https://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/OverviewandScrutinyCommittee/2017/11/14/Reports/AgendaItem4InformationManagement.pdf

Rhondda Cynon Taf Pension Fund Accounts

Background to the Fund

The Rhondda Cynon Taf Pension Fund was established with effect from 15t April
1996, upon the reorganisation of Local Government in Wales under the Local
Government Pension Scheme (Local Government Reorganisation in Wales)
Regulations, 1995. The Local Government Pension Scheme (LGPS) is open to
all employees in Local Government apart from teachers, who have their own
scheme. It is also open to employees of other organisations that have been
accepted into the Fund.

The Rhondda Cynon Taf Pension Fund provides pension benefits for employees
of Rhondda Cynon Taf, Bridgend and Merthyr Tydfil County Borough Councils,
together with employees from around 40 other bodies. Organisations
participating in the Fund include:

e Scheduled bodies, which are local authorities and similar bodies whose staff
are automatically entitled to be members of the Fund.

e Admitted bodies, which are other organisations that participate in the Fund
under an admission agreement between the Fund and the relevant
organisation. Admitted bodies include voluntary, charitable and similar
bodies or private contractors undertaking a local authority function following
outsourcing to the private sector.

Fund Administration and Investments

Rhondda Cynon Taf CBC has responsibility for the interpretation of pension
legislation, the creation and maintenance of records, the calculation and
payment of benefits and the provision of information to employees, employers
and other relevant bodies.

The Pension Fund Committee is responsible for the strategic management of the
RCT Pension Fund in accordance with its term of reference.

The Group Director Corporate and Frontline Services (in their capacity as S151
officer) supported by an Investment and Administration Advisory Panel, has
delegated responsibility for all day to day operational matters.

The Pension Fund Investment and Administration Panel, is chaired by the Group
Director Corporate & Frontline Services, and consists of two independent
investment advisors and other Senior Finance Officers.

The Panel meets quarterly to consider both administration and investment issues
and determine policy in light of market movements and to question and
challenge the Investment Managers on their activities and performance. At the
Net Assets Statement date there were six Investment Managers carrying out the
day-to-day investment management of the Fund’s assets:

e Balillie Gifford (Global Equities and High Alpha Equities)

e Newton (High Alpha Equities)

e BlackRock (UK Equities and Passive Equities)



e Invesco (UK Equities)
e BMO Global Asset Management (Bonds)
e CBRE (Property)

The Pensions Board was established in accordance with the Public Service
Pensions Act 2013 to assist Rhondda Cynon Taf CBC as ‘scheme manager’ with
achieving effective and efficient governance and administration of the Rhondda
Cynon Taf Pension Fund.

Wales Pension Partnership

On the 15" March 2017, the Council approved the establishment of a Joint
Governance Committee to oversee the pooling of the investments of the eight
Local Government Pension Scheme (LGPS) funds in Wales. The Wales Pension
Partnership has appointed Link Fund Solutions Ltd. (Link) to establish and run a
collective investment vehicle for the sole use of the LGPS Funds in Wales. This
will enable the pooling of assets across a range of asset classes. The LGPS
Funds will retain full control over strategic asset allocation decisions.

As at the 315t March 2018 no assets have yet transferred into the new collective
investment vehicle.



Fund Account

2016/17 2017/18
£°000 Note: £°000 £°000
Contributions
(83,216)| Employer contributions 8.0 (93,945)
(25,388)| Member contributions 8.0 (26,052)
(108,604) (119,997)
Transfers in from other Pension Funds
0| Group Transfers in from other schemes (17,545)
or funds
(3,939)| Individual Transfers from other schemes (4,246)
or funds
(21,791)
(3,599)| Other income (2,960)
(2,960)
(116,142) (144,748)
Benefits
97,391| Pensions 100,162
18,504| Commutation of pensions and lump sum 16,736
retirement benefits
2,573| Lump sum death benefits 2,846
118,468 8.0 119,744
Payments to and on account of leavers
244| Refunds to members leaving Scheme or 221
Fund
101| Payments to members joining State 37
Scheme or Fund
0| Group Transfers to other schemes 1,088
8,094 Individual transfers to other schemes 6,680
8,439 8,026
126,907 127,770
10,765| Net Addition/(Withdrawls) from Dealings (16,978)
with Members
(16,978)
11,499| Management Expenses 9.0 10,779
10,779
22,264| Net Additions/(Withdrawals) Including (6,199)
Fund Management Expenses
Investment income
(32,203)| Dividends from equities (36,566)
(20,067)| Income from bonds (20,128)
(2,539)| Income from pooled investment vehicles (2,944)
(7,230)| Income from pooled property investments (6,541)
(38)| Interest on cash deposits (41)
(62,077) (66,220)

Continued Overleatf...




(Profits) and losses on disposal of
investments and changes in the value

(477,314)| of investments (135,030)
(135,030)

744| Taxes on income 886
886
(538,647)| Net Returns on Investments (200,364)
(516,383)| Net (increase)/decrease in net assets (206,563)

available for benefits during the year

(2,483,148)| Opening Net Assets (2,999,531)
(2,999,531)| Closing Net Assets (3,206,094)




Net Assets Statement

31/03/2017 31/03/2018
£°000 Note: £000 £°000
Investment Assets 4.0
1,823,693| Equities 1,973,190
566,144| Bonds 581,747
81,025 Pooled Investment Vehicles - Open Ended 117,649
investment companies
280,565( Pooled Investment Vehicles - Managed 276,219
funds
169,498| Pooled Property Investments 167,831
2,920,925 3,116,636
63,023| Cash deposits 80,192
Other investment balances
6,284| Accrued interest 6,331
11,113| Investment debtors 7,093
2,575| Tax recoverable 1,871
19,972 15,295
3,003,920 3,212,123
Investment Liabilities
(10,220)| Investment creditors (8,498)
2,993,700[ Net Investment Assets 3,203,625
Current Assets
5,209( Contributions due from employers and 5,750
employees 10.0
3,055| Cash balances 0
20| Amount owed from RCTCBC 0
1,300]| Other current assets 479
9,584 6,229
Current Liabilities
(3,753)| Current liabilities (3,760)
Net assets of the scheme available to
2,999,531( fund benefits at period end 3,206,094

The accounts summarise the transactions of the scheme and deal with the
net assets at the disposal of the trustees. They do not take into account
obligations to pay pensions and benefits which fall due after the end of the
scheme year.
A summary of the actuarial position of the scheme, which takes account of
these obligations, is included in note 3. These accounts should be read in
conjunction with the Actuarial Valuation Report.




1.0

2.0

2.1

2.2

2.3

Introduction

These accounts have been prepared in accordance with the requirements
of the CIPFA Code of Practice on Local Authority Accounting 2017/18 which
is based upon International Financial Reporting Standards (IFRS) as
amended for the UK public sector. A more detailed Pension Fund Annual
Report is available on request from the Group Director Corporate &
Frontline Services.

Accounting Policies

Accruals Concept

Where material, accruals are made for employee and employer
contributions, investment income, benefits paid, administration costs,
investment management fees and advisors fees. Transfer values are
accounted for on a cash basis, with the exception of material group
transfers, which are accounted for during the year of effective date of
transfer or the year in which the actuary values the transfer if later.

Investment Valuation of Financial Instruments

In terms of “Fair Value”, all investments have quoted prices in active
markets, with the exception of Pooled Property Funds. Listed securities are
valued in accordance with IAS 39 — Financial Instruments, using bid prices
as at 315 March 2018 obtained from recognised Stock Exchanges. Fixed
interest securities are valued “clean”, excluding accrued interest. Sterling
valuations of securities denominated in foreign currencies are based on
closing exchange rates as at 315t March 2018.

Pooled Property Funds are valued by Fund Managers using reliable
valuation techniques to determine Fair Value. Property valuations are
represented by unit prices, based on underlying independent professional
valuations. No assets require significant judgements or assumptions to
determine Fair Value.

Additional Voluntary Contributions (AVCs)

Scheme members may elect to make additional voluntary pension
contributions from their salaries. These AVCs are not included in the
Pension Fund Accounts in accordance with regulation 5(2)(b) of the Pension
Scheme (Management and Investment of Funds) Regulations 2016.

The amount of AVCs paid during the year amounted to £1,245k (£1,210Kk in
2016/17) and the market value of separately invested AVCs at the Balance
Sheet date was £7,604k (£8,094k in 2016/17).

There are two AVC providers, one of which was only able to provide interim
figures.



2.4

2.5

3.0

Acquisition and Disposal Costs

Transaction costs incurred in acquiring or disposing of investments are
included as part of the purchase cost or netted off against sales proceeds,
as appropriate. Transaction costs include fees, commissions and duties.
Transaction costs incurred during 2017/18 amounted to £0.7m (£0.7m in
2016/17).

In addition to the direct costs disclosed above, indirect costs are incurred
through the bid-offer spread on investments within pooled investment
vehicles. The amount of indirect costs is not separately provided to the
scheme.

Taxation
As a registered public service scheme the pension fund is exempt from UK
income tax and capital gains tax. Overseas investment income incurs

withholding tax in the country of origin unless exemption is granted.

Irrecoverable tax is accounted for as an expense in the Fund Account, with
any recoverable tax shown as an asset in the Net Assets Statement.

There is a small liability to income tax on refunds of contributions and
compounded pensions (small pensions converted into lump sums). These
amounts are paid to HMRC on a quarterly basis.

VAT is recoverable on all activities, so the accounts are shown exclusive of
VAT.

Actuarial Position

The Fund’s Actuary, AON Hewitt carried out an actuarial valuation of the
Fund as at 315t March 2016 in compliance with Regulation 36 of the Local
Government Pension Scheme (Administration) Regulations 2013. Actuarial
valuations take place on a triennial basis with a number of key assumptions
being made.

The methodology to calculate the pension fund liability reflects assumptions
and estimates depending on a number of complex judgements relating to
the discount rate used, the rate at which salaries are projected to increase,
changes in retirement ages, mortality rates and expected return on Pension
Fund assets.

Where a valuation reveals a deficiency (or surplus), employer contribution
rates are adjusted to seek restoration of a 100% funding ratio. The recovery
period for each employer is set by the Administering Authority in
consultation with the Actuary.



The funding policy of the scheme is to ensure that:

e Employer contribution rates are kept as nearly constant as possible and
at reasonable cost to the employers and taxpayers.

e Sufficient resources are available to meet all liabilities as they fall due.

e Employers’ liabilities are managed effectively by seeking regular
actuarial advice.

e Income from investments is maximised within reasonable risk
parameters.

The result of the 2016 valuation is shown in the table below:

31/03/2016 31/03/2013

£m £'m

Funding Target 3,064 2,665
Market Value of Assets 2,485 2,080
Funding Deficit 579 585
Funding Ratio 81% 78%

The aggregate employer future service contribution rate is 17.1% of
pensionable pay. To restore the funding ratio to 100% using a recovery
period of 22 years the aggregate employer contribution rate is calculated to
be 24.3%.

Contribution rates payable by each scheme employer will vary depending on
their particular circumstances. Some employers will also phase in
contribution increases over a maximum period of 3 years. Further details
are available in the actuarial report.

Contribution rates have been calculated using the Projected Unit Method for
most employers. The Attained Age Method has been used for some
employers who do not permit new employees to join the Fund. The key
assumptions made are listed in the following table:



Assumption 2016 Valuation 2013 Valuation

% p.a. % p.a.
Average in service discount rate 4.5% 5.6%
Average left service discount rate 4.5% 5.6%
RPI inflation 3.1% 3.3%
CPlI inflation 2.0% 2.4%
Pensionable Pay increases 3.25% 3.9%

Post-retirement mortality
assumption - base table

SAPS Normal tables
with scaling factors
Men 100%

Women 100%

SAPS Normal tables
with scaling factors
Men 100%

Women 95%

Post-retirement mortality
assumption - future improvements

CMI 2014 core
projections with long-
term improvement rate
of 1.5% pa

CMI 2012 core
projections with long-
term improvement rate
of 1.5% pa

In addition to the triennial funding valuation, the Fund’s actuary also
undertakes a valuation of the Pension Fund liabilities, on an IAS 19 basis,
every year using the same base data as the funding valuation rolled forward
to the current financial year, taking account of changes in membership
numbers and updating assumptions to the current year. This valuation is not
carried out on the same basis as that used for setting Fund contribution rates
and the Fund Accounts do not take account of liabilities to pay pensions and
other benefits in the future.

In order to assess the value of the benefits on this basis, the actuary has
updated the actuarial assumptions (set out below) from those used for
funding purposes.

The actuary has also used valued ill health and death benefits in line with
IAS 19.

The CIPFA Code of Practice on Local Authority Accounting also requires the
disclosure of the relationship between the actuarial present value of
promised retirement benefits and the net assets.

Value as at| Value as at
31/03/2016( 31/03/2013
£'m £'m
Fair Value of net assets 2,485 2,079
Actuarial present value of promised retirement 3,471 3,200
benefits
Surplus / (deficit) in the Fund as measured for (985) (1,121)
IAS 26 purposes

As noted above, the liabilities above are calculated on an IAS 19 basis and
therefore will differ from the results of the 2016 triennial funding valuation
because IAS 19 stipulates a discount rate rather than a rate which reflects
market rates.



4.0 Analysis of Investments at Fair Value

2016/17 2017/18
£°000 £°000 £000 £000
Equities
UK 446,452 473,325
Overseas 1,377,241 1,499,865
1,823,693 1,973,190
Bonds
UK 504,792 552,838
Overseas 61,352 28,909
566,144 581,747
Index linked
UK 0 0
Overseas 0 0
0
Pooled funds
UK 164,456 156,755
Overseas - other 197,134 237,113
361,590 393,868
Pooled funds - property
UK — other 162,407 165,342
Overseas - other 7,091 2,489
169,498 167,831
Total long-term investments 2,920,925 3,116,636

The Fund does not participate in any stock lending arrangements. All
investments held are quoted investments with the exception of property,
which is valued at Fair Value and no assets reclassified. Carrying values of
assets held in the Net Assets Statement are the same as the Fair Values
shown above.

All investments above are deemed to be Financial Instruments designated
“Fair Value through Profit and Loss”. All investment income, profits/losses on
disposals of investments, and changes in the value of investments
recognised in the Fund Account arise from Financial Instruments designated
“Fair Value through Profit and Loss”, with the exception of interest on cash
deposits. Cash deposits are deemed to be Financial Instruments designated
‘Loans and Receivables”.

Quoted equities and cash are classed as fair value hierarchy level 1. Bond
and pooled property are classified as fair value hierarchy level 2.



5.0 Fund Manager Asset Allocation

6.0

7.0

The market values of investments held by the Fund Managers employed by
the Fund are detailed in the following table:

Fund Manager Market Value Proportion of Fund
31/03/2017( 31/03/2018| 31/03/2017| 31/03/2018
£000 £000 % %
Baillie Gifford (Equities) 656,126 734,706 22.0 22.9
Baillie Gifford (High Alpha Equities) 661,065 748,744 22.2 23.4
Newton (High Alpha Equities) 493,328 502,347 16.5 15.7
Invesco (UK Equities) 146,034 137,544 4.9 4.3
BlackRock (UK Equities) 138,748 139,837 4.7 4.4
BlackRock (Passive Equities) 134,531 138,755 4.5 4.3
BMOgam (Bonds) 573,558 589,971 19.2 18.4
CBRE (Property) 173,373 174,860 5.8 5.4
Internal 7,005 36,861 0.2 1.2
Total 2,983,768 3,203,625 100 100

No single investment accounted for more than 5% of the Fund’s assets.

The market value of investments shown in this table includes short-term
investments such as cash balances and money deposits, and so differs
from the total of long-term investments only, as shown in note 4.0.

Investment risk is mitigated by employing a number of fund managers to
diversify manager risk, with mandates covering a variety of assets including
equities, bonds and property. Managers must maintain a diversified portfolio
of investments and comply with the LGPS investment regulations, and any
additional restrictions within their mandates. The underlying investments are
further diversified by country and industry sector.

Each manager’s performance is monitored quarterly against a target linked
to an asset allocation benchmark, effectively constraining managers from
deviating significantly from the intended approach, while still permitting
some flexibility to enhance returns.

Contingencies

There is a contingent liability of £555k (£449k in 2016/17) in respect of
refundable contributions for leavers who have not yet claimed refunds.

Reconciliation of Investment Asset Valuation

A reconciliation of the opening and closing investment valuations is given
below.




Market |[Purchases| Sales at | Changein Market

Value Historic Market Value

01/04/17 Book Cost Value 31/03/18
£000 £000 £000 £000 £000
Bonds 566,144 575,712 (540,066) (20,043) 581,747
Equities 1,823,693 399,348 (247,229) (2,622)| 1,973,190
Pooled Investments 361,590 27,061 (428) 5,645 393,868
Pooled Property 169,498 9,134 (21,846) 11,045 167,831
2,920,925 1,011,255| (809,569) (5,975)| 3,116,636
Cash Deposits 63,023 141,005 80,192
Investment Debtors 19,972 15,295
Investment Creditors (10,220) (8,498)
Total 2,993,700 135,030| 3,203,625

8.0 Contributions Receivable and Benefits Payable

9.0

Contributions received and benefits paid are shown in the table below.

Type of Body Member Employer Pensions, Lump
Contributions Contributions Sums and Death
Benefits
2016/17( 2017/18( 2016/17| 2017/18| 2016/17| 2017/18
£000 £000 £000 £000 £000 £000
Administering 8,018 8,197 28,285 33,402 31,017 31,034
Admitted 3,376 3,442 14,076 13,907 13,654 13,776
Scheduled 13,994 14,413 40,855 46,636 73,797 74,934
Total 25,388 26,052 83,216 93,945| 118,468 119,744
Included in employer contributions are £9,649k of deficit funding

contributions (£8,179k in 2016/17). There are no augmented contributions.

Management Expenses

The management expenses borne by the Fund in 2017/18 are set out

below:
2016/17 2017/18
£000 £000
Administrative Costs 1,748 1,828
Investment Management Expenses 9,456 8,642
Oversight and Governance Costs 295 309
Total 11,499 10,779




10.0

Management Expenses represents 0.27% (0.33% in 2016/17) of the value

of the Pension Fund as at 315t March. 2018.

The investment management expenses borne by the fund in 2017/18 are

set out below:

2016/17( 2017/18

£000 £°000

Management Fees 6,479 6,265
Performance Related Fees 2,033 1,452
Custody Fees 264 201
Transaction Costs 680 724
Total 9,456 8,642

Transactions with Related Parties

In the course of fulfilling its role as administering authority to the Fund,
Rhondda Cynon Taf CBC provided services to the Fund for which it
charged £1.6m (£1.5m in 2016/17). These costs are mainly in respect of
those staff employed in ensuring that the pension service is delivered.

At the year-end, contributions outstanding from the Employing Bodies in the
Fund amounted to £5.8m(£5.2m in 2016/17), of which £4.4m related to
employer contributions and £1.4m to employee contributions.

There are members of the Pension Fund Investment and Administration
Panel, the Pensions Board and the Pension Fund Committee who are also
members of the Rhondda Cynon Taf Pension Fund.

The administration of the Rhondda Cynon Taf Pension Fund is a function of
full Council, with responsibility for day to day decisions being delegated to
the Group Director-Corporate and Frontline Services. As such, the Group
Director is required to declare any interests with related parties. The
disclosure can be found in the main accounts of Rhondda Cynon Taf
County Borough Council.

Officer remuneration and Members allowances can be found in the main
accounts of Rhondda Cynon Taf County Borough Council.

11.0 Membership of the Fund

Fund membership at 315t March is as follows:

2017 2018
Active Employers 49 49
Contributors 23,918 24,109
Pensioners 16,315 16,609
Dependants 2,640 2,653
Deferred Beneficiaries 24,641 25,956




12.0

13.0

13.1

Group Transfers

The Fund transferred £1.1m to Cardiff and Vale of Glamorgan Pension
Fund in respect of the Glamorgan Record Office.

The Fund received £7.8m from Greater Gwent (Torfaen) Pension Fund in
respect of the University of South Wales and also £9.7m from Cardiff and
Vale of Glamorgan Pension Fund in respect of Central South Consortium
Joint Education Services.

Nature and Extent of Risks Arising From Financial Instruments

A financial instrument is defined as any contract that gives rise to a financial
asset of one entity and a financial liability (or equity instrument) of another
entity. There are three main ways in which the Pension Fund is exposed to
risk from financial instruments:

e Credit Risk

e Liquidity Risk

e Market Risk

The overall objective is to minimise the risk of a reduction in the value of the
Fund, and to maximise the opportunity for gains within reasonable risk
parameters.

The Funding Strategy Statement identifies key risks to the Pension Fund
together with the countermeasures undertaken to mitigate the risks.

Credit Risk

Credit risk is the possibility that a counterparty will fail to discharge its
obligation to the Pension Fund, causing a financial loss. Counterparties
considered are banks and financial institutions with whom investments are
placed, employers within the Fund and Investment Managers. The risk of
counterparties failing to discharge obligations is managed in a number of
ways:

e Counterparties for cash investments made by the Administering
Authority must meet the strict credit criteria set out in the Rhondda
Cynon Taf CBC Treasury Management Strategy.

e Participating employers may be required to provide a bond to cover the
risk to the Fund should they be unable to meet their pension
contribution obligations.

e Investment Managers manage funds that are held in the name of the
Pension Fund, not in the name of the Investment Managers. In the
event of the Investment Manager being unable to fulfil their obligations
the Fund’'s investments will not be considered part of their asset
portfolio.



The Pension Fund has had no experience of counterparty default in the last
five years. Cash deposits held by the Administering Authority for the
Pension Fund as at 31t March 2018 amounted to £30.8m with the
institutions shown in the table below.

13.2

13.3

Institution Balance at 31/03/18 Maturity Date
£000
Stockport Council 2,200 03/04/2018
Debt Management Office 3,300 04/04/2018
Wakefield Metropolitan District Council 5,000 05/04/2018
Debt Management Office 5,000 06/04/2018
Office of the Police and Crime
Commisioner for Humberside Police 4,000 09/04/2018
Debt Management Office 5,000 10/04/2018
Bournemouth Council 1,000 11/04/2018
Debt Management Office 5,330 11/04/2018
Total 30,830

The Treasury Management Strategy sets a limit of £15m for cash deposits
with individual Local Authorities.

Liguidity Risk

Liquidity risk is the risk that the Pension Fund will not be able to meet its
financial obligations as they fall due. This risk is managed by:

e Maintaining a robust cash flow monitoring and forecasting model.

e Ensuring that the Pension Fund has access to cash in the short and
medium-term to pay pensions by managing cash flow from money-
market investments.

e Taking actuarial advice to set employer contribution rates at triennial
valuations in order to meet the long-term funding requirements to pay
pensions and other commitments.

The Administering Authority has immediate access to internally managed
Pension Fund cash balances held with its own bank, Barclays. The
Authority also invests Pension Fund cash in short-term deposits with the
Debt Management Office or other UK public bodies for periods normally
less than 3 months.

Market Risk

Market risk is the risk of a loss in the value of investment assets from
movements in investment markets e.g. asset prices, interest rates and
currency exchange rates. This risk is managed by ensuring that the Fund
invests in a broad range of assets diversified by Investment Manager, asset
class and geographical region.



Following analysis of historic data, State Street, the Fund’s custodian, have
provided a view of potential market movements for the 2017/18 financial
year. The possible impact of movements is shown in the following table:

Asset type 31/03/18 Change Value on Value on
Value % increase decrease
£000 £000 £000

Core Equity Mandate 873,461 9.41 955,654 791,268

Global Equity Mandate 1,251,091 9.71 1,372,572 1,129,610

UK Equity Mandate 277,381 8.73 301,596 253,166

Bond Mandate 589,971 5.67 623,422 556,520

Property Mandate 174,860 2.43 179,109 170,611

Internal Mandate 36,861 0 36,861 36,861

Total 3,203,625 3,469,214 2,938,036

The Fund’s interest rate risk is monitored regularly with the advice of the
Administering Authority’s treasury advisors. Interest rates changes can
affect Fund income and asset values.

Assuming that all other variables, particularly exchange rates, remain
unchanged, a movement in interest rates of 1% for the 2017/18 financial
year would have the following effect:

Asset type 31/03/18 Value on Value on
Value increase decrease
£000 £000 £000

Bond securities 581,747 587,564 575,930

Cash deposits & balances 86,989 87,859 86,119

Total 668,736 675,423 662,049

Currency risk is the risk to income and investment asset values from
changes in foreign exchange rates. The Fund is exposed to this risk from
non-sterling denominated investments in a range of assets.

A movement in currency exchange rates of 9.8% would have the following
effect:

Asset type 31/03/18 Value on Value on
Value increase decrease
£000 £000 £000

Overseas Equities 1,736,978 1,907,202 1,566,754

Overseas Bonds 28,909 31,742 26,076

Overseas Pooled Property 2,489 2,733 2,245

Total 1,768,376 1,941,677 1,595,075




The independent auditor’s report of the Auditor for Wales to the Members of
Rhondda Cynon Taf County Borough Council

Report on the audit of the financial statements

Opinion

| have audited the financial statements of:

o Rhondda Cynon Taf County Borough Council

for the year ended 31 March 2018 under Public Audit (Wales) Act 2004.

Rhondda Cynon Taf County Borough Council’s (RCTCBC) financial statements comprise
the Movement in Reserves Statement, the Comprehensive Income and Expenditure
Statement, the Balance Sheet and the Cash Flow Statement and the related notes,
including a summary of significant accounting policies.

The financial reporting framework that has been applied in their preparation is applicable
law and the Code of Practice on Local Authority Accounting in the United Kingdom 2017-

18 based on International Financial Reporting Standards (IFRSs)

In my opinion the financial statements:

o give a true and fair view of the financial position of RCTCBC as at 31 March
2018 and of its income and expenditure for the year then ended; and
o have been properly prepared in accordance with the Code of Practice on Local

Authority Accounting in the United Kingdom in 2017-18.

Basis for opinion

I conducted my audit in accordance with applicable law and International Standards on
Auditing in the UK (ISAs (UK)). My responsibilities under those standards are further
described in the auditor’'s responsibilities for the audit of the financial statements
section of my report. | am independent of RCTCBC in accordance with the ethical
requirements that are relevant to my audit of the financial statements in the UK
including the Financial Reporting Council’s Ethical Standard, and | have fulfilled my
other ethical responsibilities in accordance with these requirements. | believe that the
audit evidence | have obtained is sufficient and appropriate to provide a basis for my
opinion.

Conclusions relating to going concern

| have nothing to report in respect of the following matters in relation to which the ISAs

(UK) require me to report to you where:

e the use of the going concern basis of accounting in the preparation of the financial
statements is not appropriate; or

e the responsible financial officer has not disclosed in the financial statements any
identified material uncertainties that may cast significant doubt about RCTCBC’s
ability to continue to adopt the going concern basis of accounting for a period of at



least twelve months from the date when the financial statements are authorised for
issue.

Other information

The responsible financial officer is responsible for the other information in the annual
report and accounts. The other information comprises the information included in the
annual report other than the financial statements and my auditor’s report thereon. My
opinion on the financial statements does not cover the other information and, except to
the extent otherwise explicitly stated later in my report, | do not express any form of
assurance conclusion thereon.

In connection with my audit of the financial statements, my responsibility is to read the
other information to identify material inconsistencies with the audited financial
statements and to identify any information that is apparently materially incorrect based
on, or materially inconsistent with, the knowledge acquired by me in the course of
performing the audit. If | become aware of any apparent material misstatements or
inconsistencies | consider the implications for my report.

Report on other requirements

Opinion on other matters

In my opinion, based on the work undertaken in the course of my audit:

e the information contained in the Narrative Report for the financial year for which the
financial statements are prepared is consistent with the financial statements and the
Narrative Report has been prepared in accordance with the Code of Practice on
Local Authority Accounting in the United Kingdom 2017-18;

e The information given in the Annual Governance Statement for the financial year for
which the financial statements are prepared is consistent with the financial
statements and the Annual Governance Statement has been prepared in
accordance with guidance.

Matters on which | report by exception

In the light of the knowledge and understanding of the Council and its environment
obtained in the course of the audit, | have not identified material misstatements in the
Narrative Report or the Annual Governance Statement.

| have nothing to report in respect of the following matters, which | report to you, if, in
my opinion:

e adequate accounting records have not been kept;

e the financial statements are not in agreement with the accounting records and
returns; or

¢ | have not received all the information and explanations | require for my audit.

Certificate of completion of audit

| certify that | have completed the audit of the accounts of Rhondda Cynon Taf County
Borough Council in accordance with the requirements of the Public Audit (Wales) Act
2004 and the Auditor General for Wales’ Code of Audit Practice.

Responsibilities

Responsibilities of the responsible financial officer for the financial statements



As explained more fully in the Statement of Responsibilities for the Statement of
Accounts [set out on page 15], the responsible financial officer is responsible for the
preparation of the statement of accounts, which give a true and fair view, and for such
internal control as the responsible financial officer determines is necessary to enable
the preparation of statements of accounts that are free from material misstatement,
whether due to fraud or error.

In preparing the statement of accounts, the responsible financial officer is responsible
for assessing the Council’s ability to continue as a going concern, disclosing as
applicable, matters related to going concern and using the going concern basis of
accounting unless deemed inappropriate.

Auditor’s responsibilities for the audit of the financial statements

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

A further description of the auditor’'s responsibilities for the audit of the financial
statements is located on the Financial Reporting Council's website
www.frc.org.uk/auditorsresponsibilities. This description forms part of my auditor’s
report.

Anthony J Barrett 24 Cathedral Road
For and on behalf of the Auditor General for Wales Cardiff
[Date] CF119LJ



The independent auditor’s report of the Auditor General for Wales to the
members of Rhondda Cynon Taf County Borough Council as administering
authority for Rhondda Cynon Taf Pension Fund

Report on the audit of the financial statements

Opinion

| have audited the financial statements of Rhondda Cynon Taf Pension Fund for the
year ended 31 March 2018 under the Public Audit (Wales) Act 2004. Rhondda Cynon
Taf Pension Fund’s financial statements comprise the fund account, the net assets
statement and the related notes, including a summary of significant accounting policies.
The financial reporting framework that has been applied in their preparation is

applicable law and the Code of Practice on Local Authority Accounting in the United
Kingdom 2017-2018 based on International Financial Reporting Standards (IFRSS).

In my opinion the financial statements:

e (give a true and fair view of the financial transactions of the pension fund during the
year ended 315t March 2018, and of the amount and disposition at that date of its
assets and liabilities

e have been properly prepared in accordance with legislative requirements and the
Code of Practice on Local Authority Accounting in the United Kingdom 2017-18.

Basis for opinion

| conducted my audit in accordance with applicable law and International Standards on
Auditing in the UK (ISAs (UK)). My responsibilities under those standards are further
described in the auditor’'s responsibilities for the audit of the financial statements
section of my report. | am independent of the pension fund in accordance with the
ethical requirements that are relevant to my audit of the financial statements in the UK
including the Financial Reporting Council’s Ethical Standard, and | have fulfilled my
other ethical responsibilities in accordance with these requirements. | believe that the
audit evidence | have obtained is sufficient and appropriate to provide a basis for my
opinion.

Conclusions relating to going concern

| have nothing to report in respect of the following matters in relation to which the ISAs
(UK) require me to report to you where:

e the use of the going concern basis of accounting in the preparation of the financial
statements is not appropriate; or

e the responsible financial officer has not disclosed in the financial statements any
identified material uncertainties that may cast significant doubt about the pension
fund’s ability to continue to adopt the going concern basis of accounting for a period
of at least twelve months from the date when the financial statements are
authorised for issue.

Other information

The responsible financial officer is responsible for the other information in the annual
report. The other information comprises the information included in the annual report
other than the financial statements and my auditor’s report thereon. My opinion on the



financial statements does not cover the other information and, except to the extent
otherwise explicitly stated in my report, | do not express any form of assurance
conclusion thereon.

In connection with my audit of the financial statements, my responsibility is to read the
other information to identify material inconsistencies with the audited financial
statements and to identify any information that is apparently materially incorrect based
on, or materially inconsistent with, the knowledge acquired by me in the course of
performing the audit. If | become aware of any apparent material misstatements or
inconsistencies | consider the implications for my report.

Report on other requirements

Opinion on other matters

In my opinion, based on the work undertaken in the course of my audit:

e the information contained in the annual report for the financial year for which the
financial statements are prepared is consistent with the financial statements and the
annual report has been prepared in accordance with the Local Government Pension
Scheme Regulations 2013.

Matters on which | report by exception

In the light of the knowledge and understanding of the pension fund and its
environment obtained in the course of the audit, | have not identified material
misstatements in the annual report.

| have nothing to report in respect of the following matters, which | report to you, if, in
my opinion:
e adequate accounting records have not been kept;

e the financial statements are not in agreement with the accounting records and
returns; or

¢ | have not received all the information and explanations | require for my audit.

Certificate of completion of audit

| certify that | have completed the audit of the accounts of Rhondda Cynon Taf Pension
Fund in accordance with the requirements of the Public Audit (Wales) Act 2004 and the
Auditor General for Wales’ Code of Audit Practice.

Responsibilities
Responsibilities of the responsible financial officer for the financial statements

As explained more fully in the Statement of Responsibilities for the financial statements
[set out on page 15], the responsible financial officer is responsible for the preparation
of the financial statements, which give a true and fair view, and for such internal control
as the responsible financial officer determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, the responsible financial officer is responsible for
assessing the pension fund’s ability to continue as a going concern, disclosing as



applicable, matters related to going concern and using the going concern basis of
accounting unless deemed inappropriate.

Auditor’s responsibilities for the audit of the financial statements

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

A further description of the auditor's responsibilities for the audit of the financial
statements is located on the Financial Reporting Council's website
www.frc.org.uk/auditorsresponsibilities. This description forms part of my auditor's
report.

Anthony J Barrett 24 Cathedral Road
For and on behalf of the Auditor General for Wales Cardiff
[Date] CF119LJ



Glossary of Terms

Accrual
An accrual is a sum shown in the accounts representing income or expenditure
relating to the accounting period, which had not actually been received or paid as
at the date of the Balance Sheet.

Actuary
An actuary is an individual or organisation that calculates insurance premiums
and liabilities and pension obligations.

Agency Services
Agency services are services provided by an external organisation, or services
that the Council provides for an external organisation.

Amortisation
Charges to revenue for the estimated reduction in the value of an intangible
asset.

Attained Age Method
An Actuarial method of calculating a contribution rate to the Pension Fund. It
calculates the present value of the benefits estimated to accrue to members over
their expected remaining membership, expressed as a percentage of their
expected future pensionable pay.

Audit
An audit is an independent examination of activities.

Budget
A budget (or estimate) is a plan of income and spending, based upon which
Council Tax is set. Actual expenditure is subsequently monitored against this
plan.

Capital Expenditure
Capital expenditure is spending on long-term assets. These are assets that will
be used for several years in the provision of services and are items such as
buildings, equipment and vehicles.

Capital Receipt
Capital receipts are proceeds from the sale of long-term assets such as land or
buildings.

CCRCD - Cardiff Capital Region City Deal
The Cardiff Capital Region within the City Deal is comprised of 10 local
authorities; Blaenau Gwent; Bridgend; Caerphilly; Cardiff, Merthyr Tydfil;
Monmouthshire; Newport; Rhondda-Cynon-Taf; Torfaen; and the Vale of
Glamorgan.

Chartered Institute of Public Finance and Accountancy (CIPFA)
CIPFA is responsible for issuing financial guidance to public bodies.



Creditor
A creditor is an organisation/individual owed money by the Council at the end of
the financial year for goods/services received.

Current Assets
These are short-term assets that are available for the Council to use in the
following accounting period.

Current Liabilities
These are short-term liabilities that are due for payment by the Council in the
following accounting period.

Debtor
A debtor is an organisation/individual who owes the Council money at the end of
the financial year for goods/services received.

Debt Management Office (DMO)
The DMO is an Executive Agency of Her Majesty’s Treasury. Its responsibilities
include debt and cash management for the UK Government, lending to Local
Authorities and managing certain public sector funds.

Defined Benefit Scheme
A defined benefit pension scheme is one that bases retirement benefits upon
Career Average Re-valued Earnings.

Defined Contribution Scheme
A defined contribution scheme is a type of retirement plan in which the amount of
the employer’'s annual contribution is specified. Benefits are based on the
amounts credited to these accounts (through employer contributions and, if
applicable, employee contributions) plus any investment earnings. Only employer
contributions to the account are guaranteed, not the future benefits.

Delegated Schools
A delegated school is one managed independently by its Governing Body. The
funds of these schools are held outside of the Council Fund balances.

Depreciated Historic Cost (DHC)
Depreciated Historic Cost is obtained by recording the purchase price of an
asset and reducing the value over its useful economic life.

Depreciated Replacement Cost (DRC)
DRC is an estimation of the market value for existing use plus current gross
replacement costs less allowances for deterioration.

Depreciation
Depreciation is the estimated loss in value of tangible long-term assets that are
presented in the Balance Sheet.

Earmarked Reserves
These are reserves set aside for a specific purpose.



Fair Value Hierarchy
Level 1 — Assets and liabilities at level 1 are those where fair values are derived
from unadjusted quoted prices in active markets for identical assets or liabilities.
Level 2 — Assets and liabilities at level 2 are those where quoted market prices
are not available.

Financial Year
This is the accounting period. For local authorities it starts on 15t April and
finishes on 315 March of the following year.

HMRC
Her Majesty's Revenue and Customs.

Impairment
Impairment occurs when the value of a long-term asset falls below the value it is
currently held at in the Balance Sheet and Asset Register.

International Accounting Standard (IAS)
Financial Regulations to be followed as set by the International Accounting
Standards Board (IASB).

International Financial Reporting Standards (IFRS)
International Financial Reporting Standards are produced by the IASB
(International Accounting Standards Board) with the aim of ensuring consistency
within the countries adopting the standards.

Inventories
Inventories are raw materials purchased for day-to-day use. The value of these
items that have not been used at the end of the financial year are shown as
current assets in the Balance Sheet.

Leasing
This is a method of financing expenditure by paying the owner to use property or
equipment for a number of years.

Lessee
User or renter of the leased asset or property. In case of capital leases, the
lessee is also the 'debtor' to the lessor.

Lessor
Owner or the title holder of the leased asset or property. The lessor is also the
lender and secured party in case of capital leases and operating leases.

Liability
A liability is an obligation to transfer economic benefits as a result of past
transactions or events.

Long-Term Asset
These are assets that are used in the provision of services (usually for more than
one year).



Minimum Revenue Provision (MRP)
MRP is a charge against revenue resources representing a repayment of debt. It
is a method of paying for Capital Expenditure which was funded by borrowing.

Modern Equivalent Valuation (MEV)
Modern Equivalent Valuation is a method of valuation that calculates the cost of
constructing modern equivalent buildings and structures, depreciating them to
account for the age and future economic life

Non-Domestic Rates (NDR)
The NDR, or Business Rate, is the charge to occupiers of business premises.
NDR is set by central government and is a percentage of rateable values. The
percentage is the same throughout Wales. The total collected is split between
individual authorities in proportion to their adult populations.

Net Realisable Value
The selling price of an asset, reduced by the relevant (direct) cost of selling it.

Non-Recurring Fair Values
These relate to assets that are measured at fair value due to particular
circumstances. The assets which meet the criteria for assets held for sale are
valued at the lower of non-recurring value less cost to sell, and its carrying value.

Operating Leases
These are leases where risks of ownership of the asset remain with the owner.

Pooled Budget
A pooled budget is a financial mechanism, in which partners, normally statutory
public sector bodies, consolidate funding to form a discrete shared fund or ‘pool’.
This pool is then used to pay for goods, services and activities for a defined
client group.

Post Balance Sheet Events
Post Balance Sheet items are those that arise after the Balance Sheet date.
These are items that did not exist at the time the Balance Sheet was prepared
but should be disclosed if they are relevant to the understanding of the accounts.

Precepts
This is the amount paid to a non-rating body (for example a community council).

Prior Year Adjustment
Material adjustments applicable to prior years arising from changes in accounting
policies or from the correction of material errors.

Projected Unit Method
An actuarial method of calculating the liabilities of a pension scheme which
allows for projected future increases in pensionable pay up to retirement or date
of leaving service.



Provision
A provision is an obligation to transfer economic benefits as a result of past
events where a reliable estimate can be made of the obligation, but the amount
or timing of which cannot yet be determined accurately.

Public Works Loan Board (PWLB)
This is a Government agency that provides loans to local authorities for periods
between 1 and 50 years.

Recurring Fair Value
These relate to assets that are measured at the end of each accounting period,
within the rolling programme of valuations.

Related Party
A related party exists where there is control or influence by one party over
another.

Strain on Funds
When an employee retires early and is immediately paid a pension, without
actuarial reduction, the lost contribution income and interest cost arising from the
associated earlier increased cash flow is referred to as pension strain cost. The
pension strain cost is determined by actuarial calculation.

Sub Lease
A sub-lease is a lease between a tenant who already holds a lease to a
commercial space or property and someone (the sub-lessee) who wants to use
part or all of the tenant's space. The tenant is deemed to be a sub-lessor.

Trust Fund
Trust funds hold money on behalf of an individual or organisation. Trustees
administer the funds for the owners.

Voluntary Aided School
Voluntary aided schools are mainly religious or faith schools, although anyone
can apply for a place. The governing body employs the staff and sets admissions
criteria. School land and buildings are normally owned by a charitable
foundation, often a religious organisation, and the governing body contributes to
building and maintenance costs.

Voluntary Controlled School
Voluntary controlled schools are similar to voluntary aided schools, but are run
by the local authority. The local authority employs the school’s staff and sets the
admissions criteria. School land and buildings are normally owned by a charity,
often a religious organisation, which also appoints some of the members of the
governing body.

Welsh Government (WG)
The Welsh Government is the devolved Government for Wales. The Welsh
Government consists of the First Minister, Welsh Ministers, the Counsel General
and Deputy Ministers. They are supported by Civil Servants who work across
devolved areas of public life such as health, education and the environment.



Appendix 2

CENTRAL SOUTH
CONSORTIUM
JOINT EDUCATION SERVICE
JOINT COMMITTEE

DRAFT - SUBJECT TO AUDIT
STATEMENT OF ACCOUNTS

2017/18




Contents
Narrative Report

Statement of Responsibilities for the Statement of
Accounts

Certificate of the Group Director - Corporate and
Frontline Services

Movement in Reserves Statement
Comprehensive Income and Expenditure Account
Expenditure & Funding Analysis Statement
Balance Sheet

Cash Flow Statement

Notes to the Core Financial Statements
Annual Governance Statement

Independent Auditor’s Report

Page

13

14

15
17
18
20
21

22
44

72



Narrative Report

1.

Introduction

The Central South Consortium Joint Education Service was established on
1t September 2012 to provide a range of school improvement services
operating on behalf of five local authorities: Bridgend, Cardiff, Merthyr
Tydfil, Rhondda Cynon Taf and the Vale of Glamorgan.

This region is the most populous in Wales. It includes 396 schools and
serves 146,928 learners - a third of the country’s school-age children. The
region is home to the highest number and the largest proportion of children
living in poverty; it is also home to the capital city and the economic,
financial and creative industries of Wales.

The Consortium is managed and administered by the Central South
Consortium Joint Committee, under powers conferred by the Local
Government (Wales) Act 1994. The Joint Committee is made up of five
members, one from each Local Authority. Rhondda Cynon Taf CBC
became the Host Authority upon formation of the Joint Committee.

The accounts for 2017/18 have been prepared in accordance with:

e The Code of Practice on Local Authority Accounting in the United
Kingdom 2017/18 based on International Financial Reporting Standards
(IFRS); and

e The Accounts and Audit (Wales) Regulations 2014 (as amended).
The accounts set out on pages 15 to 43 comply with the above.

Business Plan 2017-2020

The Consortium’s role is to challenge and support schools in their work to
improve educational outcomes.

The local authorities (through a Joint Committee attended by the Cabinet
Member for education in each authority) agree the business plan and
budget for the region and hold the Consortium to account for the impact of
its work.

The Consortium receives its core funding from the five local authorities and
also receives funding from the Welsh Government to support specific
activities in line with national priorities / initiatives.

1 Pupil Level Annual School Census (PLASC) — January 2017



The performance of the schools in the Central South Consortium region are
key to the future educational and the economic success of Wales.

How well children and young people, particularly the most vulnerable,
achieve in this region significantly influences how the country and its
education system are perceived within our borders and beyond.

The Consortium’s business plan aims to:

e Improve outcomes for vulnerable learners;

e Develop school-to-school working to deliver curriculum reform;

e Develop leadership, governance and workforce reform;

e Deliver rapid and sustainable intervention; and

e Develop effectiveness and efficiency in Central South Consortium.

Operational plans underpin each improvement objective.

The Consortium’s Business Plan has been compiled in the context of
reducing resources, this being consistent with the challenging economic
climate facing all public sector organisations in Wales. In line with this, the
2017/18 revenue contributions received by the Consortium from the five
member local authorities reduced by 5% and it is anticipated that the
position of the Consortium requiring to operate in an environment of
reducing resources will continue into the medium term.

There has been year-on-year improvement in nearly all performance
indicators at all phases, creating a significant upward trend. However, Key
Stage 4 performance in summer 2017 was lower than anticipated, even
when changes to qualifications and performance indicators were taken into
consideration.
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Whilst the performance of pupils entitled to free school meals improved year
on year in most performance indicators up to the summer of 2017, the most
recent performance shows a drop in outcomes in some key areas. The gap
also remains too large overall.
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Comprehensive Income and Expenditure Statement 2017/18

The Comprehensive Income and Expenditure Statement provides an
analysis of the Consortium’s gross revenue expenditure and income in
accordance with IFRS.

The Consortium’s 2017/18 revenue budget strategy underpinned the
following broad objectives:

e Support the delivery of key strategic priorities particularly around the
need to build teams of challenge advisors to work with all schools in the
region (with more time allocated to the schools most in need);

e Provide timely data analysis to support schools’ self-evaluation and
improvement planning (including school categorisation judgements);

e Support and fund school-to-school improvement partnerships and
broker support between schools;

e Allocate grant funding to schools in the region along with guidance and
advice on how grant funding can be used to drive improvement; and

e Work with the Welsh Government to deliver its priorities in the region.

The table shows the budgeted controllable income and expenditure against
the actual controllable income and expenditure for the period 15t April 2017
to 315t March 2018:

Budget Actual | Variance
£000 £000 £000
Expenditure
Employees 3,496 3,463 (33)
Premises 539 494 (45)
Transport 25 25 0
Supplies & Services 311 475 164
Third Party Payments 0 0 0
Support Services 122 118 (4)
4,493 4,575 82
Income
Local Authority Contributions (3,986) (3,986) 0
Grants & Other Income (507) (596) (89)
(4,493) (4,582) (89)
Net Expenditure 0 (7) (7)

The reasons for the variances between budgeted and actual expenditure
and income were:

e Employees (£33k underspend) — as a result of vacancy savings within
the Business Support Team and the transfer of eligible staff costs to in-



year grant funding received, for example, the Education Improvement
Grant (EIG) to optimise the use of external funding;

e Premises (£45k underspend) — due to the actual costs for Non-Domestic
Rates being lower than budgeted due to a revaluation of Ty Dysgu
(undertaken by the Valuation Office Agency);

e Supplies & Services (E164k overspend) - due to the re-prioritising of
expenditure requirements, the transfer of eligible costs to the EIG and
the creation of an earmark reserve to support service remodelling over
the medium term;

e Support Services (£4k underspend) — as a result of Service Level
Agreements for support functions received from the Host Authority being
lower than budgeted; and

e Income (actual income £89k higher than budgeted) — due to increased
restaurant and conference centre income from higher than forecasted
conference centre bookings along with additional income in respect of
secondment of Central South Consortium staff.

In addition, the following categories of income and expenditure relating to
specific grants were processed through the Central South Consortium’s
accounts during 2017/18:

Actual
£000
Expenditure
Employees 3,492
Premises 23
Transport 26
Supplies & Services 75,351
Third Party Payments 348
Support Services 0
79,240
Income
Grants & Other Income (79,240)
Net Expenditure 0

As at 31t March 2018, the Central South Consortium held General
Reserves of £136k. Movements on reserves are detailed within the
Movement in Reserves Statement.



4. Capital Expenditure 2017/18

No capital expenditure this financial year.

5. Summary of Future Revenue Plans

The Consortium’s Business Plan 2018/2019 was approved by Joint
Committee on 15" March 2018 and sets out the vision, purpose and
priorities it aims to deliver within an environment of reducing resources. Our
ambition is, by 2020 that:

e |earners sustain the best educational outcomes in Wales, rivalling parts
of the UK;

e the poverty related attainment gap is reduced faster here than anywhere
else in Wales; and

e the region is known and recognised for its high quality school-led
professional learning and the impact it has on outcomes.

The success of our delivery plan is measured through our targets. These
are based on schools’ own targets incorporating benchmark measures and
informed by additional challenge from the region’s challenge adviser
workforce.

Performance Measures

The following chart shows the projected trend in outcomes for both Key
Stage 2 Core Subject Indicator? and Key Stage 4 Level 2+ indicator® for
performance up to 2019.

2 Key Stage 2 Core Subject Indicator - represents the percentage of pupils achieving the
expected level or above in English or Welsh (first language), mathematics and science in
combination.

8 Key Stage 4 level 2+ Indicator - a volume of qualifications at Level 2 equivalent to the volume of

5 GCSE'’s at grade A*-C including English or Welsh First Language and Mathematics
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The following chart shows the projected trend for the performance of eFSM
pupils and non-eFSM pupils for both Key Stage 2 Core Subject Indicator
and KS4 Level 2+ indicator for performance up to 2020.
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The priorities included within the Central South Consortium’s Business Plan
need to be underpinned by robust financial management in ensuring they



are affordable, provide value for money and that their impact can be
assessed.

The revenue budget is approved annually by the Joint Committee and is
included within the Business Plan. Welsh Government also issue annual
settlements on grant awards of funding.

A summary of the latest revenue budget is as follows (as approved by the
Joint Committee on 5" December 2017):

Type of Expenditure Budget
2018/19
£000
Expenditure
Employees 3,412
Premises 336
Transport 34
Supplies & Services 227
Support Services 120
Total Expenditure 4,129
Income
LA Contributions (3,906)
Ty Dysgu Income (153)
Grants & Other Income (70)
Total Income (4,129)
Net Expenditure 0

Pensions Assets and Liabilities

As a result of International Accounting Standard (IAS) 19 “Employee
Benefits”, local authorities are required to account for pensions liabilities in
respect of the cost of decisions made up to the balance sheet date. Please
refer to note 16.0 to the Core Financial Statements for further details.

The effect of IAS 19 upon the reserves of the Joint Committee is as follows:

£000
Net Assets/(Liabilities) excluding Pensions Reserve 595
Net Assets/(Liabilities) as per Balance Sheet (249)




Introduction to Accounting Statements

Statement of Responsibilities for the Statement of Accounts

This sets out the responsibilities of the Council as the administering
Authority and the Group Director - Corporate and Frontline Services for the
preparation of the Statement of Accounts. The Statement has to be signed
and dated by the presiding member at the Joint Committee meeting at which
the Accounts are approved.

Certificate of the Group Director - Corporate and Frontline Services

This is the certificate of the true and fair presentation of the accounts by the
Group Director - Corporate and Frontline Services.

Movement in Reserves Statement

This statement shows the movement in the year on the different reserves
held by the Joint Committee, analysed into ‘usable reserves’ (i.e. those that
the Joint Committee may use to provide services, subject to the need to
maintain a prudent level of reserves and any statutory limitations on their
use) and ‘unusable reserves’. The Surplus or Deficit on the Provision of
Services line shows the true economic cost of providing the Joint
Committee’s services, more details of which are shown in the
Comprehensive Income and Expenditure Statement.

Comprehensive Income and Expenditure Statement

This statement is prepared to record income and expenditure on an accruals
basis. It includes items such as salaries and wages, running costs of the
service and income received. The statement is based upon International
Financial Reporting Standards (IFRS).

Balance Sheet

The Balance Sheet shows the value as at the Balance Sheet date of the
assets and liabilities recognised by the Joint Committee. The net assets of
the Joint Committee (assets less liabilities) are matched by the reserves
held by the Joint Committee.



8.0

Expenditure and Funding Analysis

The Expenditure and Funding Analysis demonstrates how the funding
available to the Joint Committee for the year has been used in providing
services in comparison with those resources consumed or earned in
accordance with generally accepted accounting practices.

Cash Flow Statement

The Cash Flow Statement shows the changes in cash and cash equivalents
of the Joint Committee during the reporting period. The statement shows
how the Joint Committee generates and uses cash and cash equivalents by
classifying cash flows into operating and investing activities. The amount of
net cash flows arising from operating activities is a key indicator of the
extent to which the operations of the Joint Committee are funded from the
recipients of services provided.

Statement of Accounting Policies

The purpose of this statement is to explain the basis of the figures in the
accounts. It outlines the accounting policies adopted.

Annual Governance Statement

The Annual Governance Statement sets out the framework for governance
and internal control for the Joint Committee to carry out its functions
effectively. It outlines the main components of the framework, including the
arrangements for Internal Audit and how the Consortium has complied with
the various elements of the framework.

Service Restructure

Redundancy payments totalling £162k were incurred during 2017/18 (£164k
incurred in 2016/17); these costs have been funded in year through the
revenue account. The Joint Committee agreed to meet the balance through
an annual contribution of £100k from the revenue budget until 2025/26.

At the Joint Committee held on the 15" March 2018 an alternative
approach, in line with the Legal Agreement, to the funding of the balance of
outstanding redundancy costs incurred in previous financial years and future
redundancy costs should they arise was agreed. The host authority’s Chief
Finance Officer has engaged with member local authorities to agree the
revised approach and will enable the annual contribution of £100k to be
removed from the revenue budget as from the 2019/20 financial year.



Statement of Responsibilities for the Statement of Accounts
Central South Consortium Joint Education Service

The Council’s Responsibilities
The Council is required:
e To make arrangements for the proper administration of the Joint Committee’s
financial affairs and to secure that one of its officers has the responsibility for
the administration of those affairs. In this Council, that officer is the Group

Director — Corporate and Frontline Services.

e To manage its affairs to ensure economic, efficient and effective use of
resources and safeguard its assets.

The Joint Committee’s Responsibilities

e To approve the accounts.

Signature: Date:

Chair of the Central South Consortium Joint Education Service Joint
Committee



The Group Director - Corporate and Frontline Services’
Responsibilities

The Group Director is responsible for the preparation of the Statement of
Accounts. In terms of the CIPFA Code of Practice on Local Authority Accounting
in the United Kingdom, the Statement of Accounts is required to give a true and
fair view of the financial position of the organisation at the accounting date and its
income and expenditure for the period ended 31t March 2018.

In preparing the Statement of Accounts, the Group Director has:
¢ Selected suitable accounting policies and then applied them consistently.
e Made judgements and estimates that were reasonable and prudent.
e Complied with the Code.
The Group Director has also throughout the financial year:
e Maintained proper accounting records that were kept up to date.

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

Certificate of the Group Director — Corporate and Frontline Services as
Treasurer of the Joint Committee

| certify that the statement of accounts give a true and fair view of the financial

position of the Joint Committee at 31t March 2018 and its income and
expenditure for the period then ended.

Signed: C—M‘QQ _ Date: “-b/é/l X

Christopher D. Lee

Group Director — Corporate and Frontline Services
Bronwydd House

Porth

CF39 9DL



Movement in Reserves Statement for the Period ended 315t March 2017

General
Reserves

Earmarked
Reserves

Total Usable
Reserves

Total Unusable
Reserves

Total
Reserves

£000

£000

£000

£000

£°000

Notes:

14.1

14.2

15.0

Balance as at 1°* April 2016

129

283

412

(566)

(154)

Movement in reserves during 2016/17

Total comprehensive income and expenditure

(279)

(279)

347

68

Adjustments between accounting basis and
funding basis under regulations

Adjustments involving the Pensions Reserve:

Reversal of items relating to retirement benefits
debited or credited to the Comprehensive Income &
Expenditure Statement

743

743

(743)

Employer’s pensions contributions and direct
payments to pensioners payable in the year

(465)

(465)

465

Adjustments primarily involving the Accumulated
Absences Account:

Amount by which officer remuneration charged to the
CI&ES on an accruals basis is different from
remuneration chargeable in the year in accordance
with statutory requirements

18

18

(18)

Net increase or (decrease) before transfers to
Earmarked Reserves

17

17

51

68

Transfers to or (from) Earmarked Reserves

(17)

17

Increase or (decrease) in the Year

17

17

51

68

Balance as at 31%t March 2017

129

300

429

(515)

(86)




Movement in Reserves Statement for the Period ended 315t March 2018

General
Reserves

Earmarked
Reserves

Total Usable
Reserves

Total Unusable
Reserves

Total
Reserves

£000

£000

£000

£000

£°000

Notes:

14.1

14.2

15.0

Balance as at 1% April 2017

129

300

429

(515)

(86)

Movement in reserves during 2017/18

Total comprehensive income and expenditure

(316)

0

(316)

651

335

Adjustments between accounting basis and
funding basis under regulations

Adjustments involving the Pensions Reserve:

Reversal of items relating to retirement benefits
debited or credited to the Comprehensive Income &
Expenditure Statement

1,110

1,110

(1,110)

Employer’s pensions contributions and direct
payments to pensioners payable in the year

(564)

(564)

564

Adjustments primarily involving the Accumulated
Absences Account:

Amount by which officer remuneration charged to the
CI&ES on an accruals basis is different from
remuneration chargeable in the year in accordance
with statutory requirements

(4)

Net increase or (decrease) before transfers to
Earmarked Reserves

234

234

101

335

Transfers to or (from) Earmarked Reserves

(227)

227

Increase or (decrease) in the Year

227

234

Balance as at 315t March 2018

136

527

663

(414)

249




Comprehensive Income and Expenditure Statement for the

Period ended 315t March 2018

Year Year | Note
ended ended
31/03/17 31/03/18
£000 £000
Expenditure
7,076 | Employees 7,509 | 3.0
593 | Premises 517 | 4.0
58 | Transport 51| 5.0
76,894 | Supplies & Services 75,499 | 6.0
1,139 | Third Party Payments 348
152 | Support Services 118
85,912 84,042
Income
(4,076) | Local Authority Contributions (3,886)
(81,561) | Grants & Other Income (79,834)
(85,637) (83,720) | 7.0
275 | Net Cost of Services 322
0 | Interest Receivable and Similar Income (2) | 220
1 | Interest Payable and Similar Charges 0| 220
3 | Net Interest on Net Defined Liability (4) | 16.2
279 | (Surplus)/Deficit on the Provision of 316
Services
(347) | Remeasurement of the Net Defined Benefit (651) | 16.2
Liability
(68) | Total Comprehensive Income and (335)

Expenditure




Expenditure & Funding Analysis Statement at 315 March 2018

2017/18
Net | Adjustments Net
Expenditure Between | Expenditure
Chargeable | Funding and | in the CI&ES
to the | Accounting
General Basis
Fund
£'000 £'000 £'000
Employees 6,955 554 7,509
Premises 517 517
Transport 51 51
Supplies & Services 75,499 75,499
Third Party Payments 348 348
Support Services 118 118
Income (83,493) (227) (83,720)
Cost of Services (5) 327 322
Other Income and Expenditure (2) (4) (6)
(Surplus) or Deficit (7) 323 316
Opening General Fund at 315t March 129 0 0
2017
Add Surplus on General Fund in Year 7
Closing General Fund at 315t March 136

2018

The comparative figures for 2016-17 are shown in the following table:




Expenditure & Funding Analysis Statement at 315" March 2017

2016/17
Net | Adjustments Net
Expenditure Between | Expenditure
Chargeable | Funding and | in the CI&ES
to the | Accounting
General Basis
Fund
£'000 £'000 £'000
Employees 6,782 294 7,076
Premises 593 593
Transport 58 58
Supplies & Services 76,894 76,894
Third Party Payments 1,139 1,139
Support Services 152 152
Income (85,619) (18) (85,637)
Cost of Services (2) 276 275
Other Income and Expenditure 1 3 4
(Surplus) or Deficit 0 279 279
Opening General Fund at 315t March 129 0 0
2016
Less Deficit on General Fund in Year 0
Closing General Fund at 315t March 129

2017




Balance Sheet at 315t March 2018

31/03/17 31/03/18 |Note
£000 £000
Long Term Assets
837 Debtors 737 | 11.0
Current Assets
1 Inventories 1| 10.0
17,031 Debtors 23,328 | 12.0
17,032 | Total Current Assets 23,329
Current Liabilities
(17,504) Creditors (23,471) | 18.0
(472) | Net Current Assets (142)
365 | Total Assets Less Current Liabilities 595
Long-Term Liabilities
(451) Defined Benefit Pension Scheme Liability (346) | 16.5
(86) | Net Assets/(Liabilities) 249
Represented by:
Usable Reserves
129 General Reserves 136 | 141
300 Earmarked Reserves 527 | 14.2
Unusable Reserves
(451) Pensions Reserve (346) | 165
Short-Term Accumulating Compensated
(64) Absence Account (68)
(86) Total Reserves 249




Cash Flow Statement for the Period ended 315t March 2018

Year Year |Note
ended ended
31/03/17 31/03/18
£000 £000
Operating Activities
Cash Outflows
6,886 Cash Paid to and on Behalf of Employees 6,955
87,643 Other Operating Cash Payments 70,571
1 Interest Paid 0
94,530 | Total Cash Outflows 77,526
Cash Inflows
(78,551) Cash Received for Goods & Services (83,795)
0 Interest Received (2)
(78,551) | Total Cash Inflows (83,797)
15,979 (6,271)
15,979 | Net (Increase) or Decrease in Cash and Cash (6,271) | 19.0
Equivalents
Analysis of Changes in Cash and Cash
Equivalents
(21,983) | Balance as at 15t April (6,004)
15,979 | Net Cash (Inflows)/Outflows (6,271)
(6,004) | Cash Balance Owed To/(From) Host Authority (12,275)

All cash transactions are administered by Rhondda Cynon Taf CBC as the
Central South Consortium does not operate its own bank account. The cash
balance due to/from the host authority is included in creditors/debtors at 31st

March.




Notes to the Core Financial Statements

1.0

11

1.2

Accounting Policies

The accounts have been prepared in accordance with the Code of Practice
on Local Authority Accounting in the United Kingdom (the Code) 2017/18
based on International Financial Reporting Standards (IFRS).

The accounts have been prepared using historic cost basis, except for
certain assets and liabilities that are measured at revalued amounts or fair
values at the end of each reporting period, as explained in the accounting
policies below.

Accruals of Expenditure and Income

The accounts of the Joint Committee have been prepared on an accrual of
income and expenditure basis in accordance with the Code of Practice on
Local Authority Accounting. This ensures activity is accounted for in the
year that it takes place not when cash payments are made or received.

Revenue from the sale of goods or services is recognised when the Joint
Committee transfers the significant risks and rewards of goods, or provides
the services to the purchaser, and it is probable that economic benefits or
service potential associated with the transaction will flow to the Joint
Committee.

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

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.

Interest receivable on investments and payable on borrowings is accounted
for respectively as income and expenditure in the Comprehensive Income
and Expenditure Statement on the basis of the effective interest rate for the
relevant financial instrument rather than the cash flows determined by the
contract. Statutory adjustments relating to interest are reflected in the
Movement in Reserves Statement.

Cash and Cash Equivalents

All cash transactions are administered by Rhondda Cynon Taf CBC as the
Central South Consortium does not operate its own bank account.



1.3

1.4

1.5

1.6

1.7

1.8

Inventories

Inventories of stock are measured at the lower of cost and net realisable
value. When such inventories are sold, exchanged or distributed, the
carrying amount shall be recognised as an expense when the income (if
any) is recognised.

Value Added Tax (VAT)

Income and expenditure excludes any amounts related to VAT, as all VAT
collected is payable to Her Majesty’s Revenue and Customs and all VAT
paid is recoverable from them.

Reserves

The Joint Committee sets aside specific amounts as reserves for future
policy purposes or to cover contingencies. These are deemed Earmarked
Reserves. Earmarked Reserves are created by appropriating amounts out
of the General Reserves in the Movement in Reserves Statement. When
expenditure to be financed from a reserve is incurred, it is charged to the
appropriate service in that year. To ensure this is not a charge against
General Reserves, the expenditure is funded via an adjustment in the
Movement in Reserves Statement.

Certain reserves are kept to manage the accounting processes for
retirement and employee benefits and do not represent usable resources
for the Joint Committee.

Income

Income is credited to the year of account to which it relates, regardless of
when that income was actually received.

Cost of Support Services

The costs of support services have been charged to the Consortium in line
with agreed Service Level Agreements.

Employee Benefits

All costs relating to employee benefits are accounted for on an accruals
basis.

Pensions
The Joint Committee participates in two separate pension schemes.

Staff on Teachers Terms & Conditions - This is an unfunded scheme
administered by the Teachers’ Pension Agency. The Agency sets



contribution rates on the basis of a notional fund. Whilst this is a defined
benefit scheme, the Teachers Pensions Agency is unable to identify the
Joint Committee’'s share of the underlying assets and liabilities and
accordingly, the Joint Committee has accounted for its contributions to the
scheme as if it were a defined contribution scheme.

Other employees - Rhondda Cynon Taf CBC administer a fund on behalf of
employees under the Local Government Pension Scheme Regulations
1997 (as amended), under which contribution rates are set by the Fund’s
actuary based on triennial actuarial valuations. Under the regulations,
contribution rates are set in order to lead to full funding of the overall liability
of the Fund over time. The Local Government Pension Scheme is
accounted for as a Defined Benefit Scheme.

e The liabilities of the Rhondda Cynon Taf Pension Fund attributable to
the Joint Committee are included in the Balance Sheet on an actuarial
basis using the projected unit method i.e. an assessment of the future
payments that will be made in relation to retirement benefits earned to
date by employees, based on assumptions about mortality rates,
employee turnover rates, etc., and projections of earnings for current
employees.

e Liabilities are discounted to their value at current prices, using a
discount rate of 2.6% (2.6% in 2016/17).

e The Rhondda Cynon Taf Pension fund is a multi-employer scheme.
The assets of the Fund are not formally allocated to any employer
within the Fund and are not the legal property of any employer within
the Fund. For the purpose of completing the calculations for each
triennial valuation of the Fund, the actuary calculates a notional
allocation of assets for each employer. The assets of the pension fund
notionally attributed to the Joint Committee are included in the Balance
Sheet at their fair value:

Quoted Securities — Current Bid Price
Unitised Securities — Current Bid Price
Property — Market Value

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

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 plus administration expenses.

o Past Service Cost — the increase in liabilities arising from current
year decisions whose effect relates to years of service earned in
earlier years debited to the Surplus or Deficit on the Provision of




Services in the Comprehensive Income and Expenditure
Statement.

o Net Interest — interest on the present value of liabilities and interest
on the net changes in those liabilities over the period, calculated
using the discount rate at the start of the period, offset by interest
applied to assets and the net changes in the assets over the period
using the discount rate at the start of the period — represented in
the Financing and Investment Income and Expenditure section of
the Comprehensive Income and Expenditure Statement.

o Gains or Losses on Settlements and Curtailments — the result of
actions to relieve the Council of liabilities or events that reduce the
expected future service or accrual of benefits of employees —
debited or credited to the Surplus or Deficit on the Provision of
Services in the Comprehensive Income and Expenditure
Statement.

o Actuarial Gains and Losses — changes in the net pensions liability
that arise because events have not coincided with assumptions
made at the last actuarial valuation or because the actuaries have
updated their financial / demographic or experience assumptions —
debited or credited to the Pensions Reserve.

o Contributions Paid to the Pension Fund — cash paid as employer’s
contributions to the Pension Fund in settlement of liabilities; not
accounted for as an expense in the Comprehensive Income and
Expenditure Statement.

In relation to retirement benefits, statutory provisions require the Joint
Committee Fund Balance to be charged with the amount payable by the
Joint Committee to the Pension Fund or directly to pensioners in the year,
not the amount calculated according to the relevant accounting standards.
In the Movement in Reserves Statement, this means that there are
appropriations to and from the Pensions Reserve to remove the notional
debits and credits for retirement benefits and replace them with the cash
paid to the pension fund and pensioners and any such amounts payable but
unpaid at the year-end. The negative balance that arises on the Pensions
Reserve thereby measures the beneficial impact to the General Reserves 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 Joint Committee is able to make discretionary awards of retirement
benefits in the event of early retirements. Any such liabilities arising are
accrued in the year of decision to make the award in line with the Local
Government Pension Scheme rules.

Accumulated Absences

The Joint Committee accrues for staff holidays earned but not taken at each
year-end. The Welsh Government has issued regulations to mitigate the



1.9

impact of this charge. This Joint Committee has taken advantage of the
regulations and charged the additional costs to the Short-Term
Accumulating Compensated Absences Account in Unusable Reserves.

Government Grants and Other Contributions

Grants and other contributions relating to capital and revenue expenditure
shall be accounted for on an accruals basis and recognised in the
Comprehensive Income and Expenditure Statement when there is
reasonable assurance that:

¢ the conditions for their receipt have been/will be complied with; and
¢ the grant or contribution will be received.

Monies advanced, where there is no reasonable assurance of the above
two criteria, are held as creditors in the Balance Sheet.

Where a revenue grant has been recognised in the Comprehensive Income
and Expenditure Statement but not yet used to fund expenditure, it is set
aside as an Earmarked Reserve.

Where a claim has yet to be signed off by the Wales Audit Office, Balance
Sheet values in relation to grants are included on an unaudited draft claim
basis.

1.10 Leases

Whether a lease is a finance or operating lease depends upon the
substance of the transaction rather than the legal form. Leases are
reviewed at inception and classed as finance or operating by reviewing
arrangements such as:

Transfer of ownership at the end of lease contract.

Option to purchase asset at a price lower than fair value.

Lease term is for major part of economic life of asset.

Present value of minimum lease payments amounts to at least
substantially all of the fair value of leased asset.

e Leased assets are specialist and only the lessee can use them without
major modifications.

Finance Leases

A finance lease is one which transfers substantially all the risks and rewards
incidental to ownership of an asset.

Where the Joint Committee is lessee, an asset and liability is recognised at
lease inception. The asset is subsequently depreciated and revalued as
though it were the legal property of the Joint Committee. The liability
reduces as lease payments are made.



1.11

2.0

Operating Leases

An operating lease is deemed to be any lease other than a Finance Lease.
Where the Joint Committee is lessee, lease payments are recognised as an
expense in the Comprehensive Income and Expenditure Statement on a
straight-line basis unless another systematic basis is more representative of
the benefits received.

Events after the Balance Sheet Date

Events after the reporting period are those both favourable and
unfavourable that occur between the end of the reporting period and the
date when the financial statements are authorised for issue.

The financial statements are authorised for issue in accordance with the
Accounts and Audit (Wales) Regulations 2014 (as amended). The
Regulations state that the Statement of Accounts shall be authorised for
issue when certified by the Responsible Finance Officer. Certification of
unaudited accounts takes place by 30" June following financial year-end.

Regulations require the audited Statement of Accounts to be published by
30" September. The published Statement of Accounts shall reflect events
after the reporting period up to the date the accounts were authorised for
issue. This is the date the Responsible Finance Officer re-certifies the
accounts.

Two types of events can be identified:

a) those that provide evidence of conditions existing at the end of the
reporting period (adjusting events that shall be recognised in the
financial statements); and

b) those that are indicative of conditions that arose after the reporting
period (non-adjusting events that are not reflected in accounting
statements but where material, disclosure is made in the Notes to the
Core Financial Statements).

Assumptions Made About the Future and Other Major Sources of
Estimation Uncertainty

This Statement of Accounts contains estimated figures that are based on
assumptions made by the Joint Committee about the future or that are
otherwise uncertain. Estimates are made taking into account historical
experience, current trends and other relevant factors. However, because
assets and liabilities cannot always be determined with certainty, actual
results could be materially different from the assumptions and estimates.
The items in the Joint Committee’s Balance Sheet at 315t March 2018 for
which there is a significant risk of material adjustment in the forthcoming
financial year are as follows:



2.1 Pensions Liability

e Estimation of the net liability to pay pensions depends on a number of
complex judgements relating to the discount rate used, the rate at
which salaries are projected to increase, changes in retirement ages,
mortality rates and expected returns on pension fund assets. AON
Hewitt is engaged to provide the Joint Committee with advice about the

assumptions to be applied.

e The effects on the net pensions liability of changes in individual
assumptions can be measured, however, the assumptions interact in

complex ways.

3.0 Employees Costs

2016/17 2017/18
£°000 | Salaries & Wages £°000
4,945 | Advisors 4,956

915 | Administration 971
344 | Management 466
218 | Finance Team 253
50 | Catering Staff 50
41 | Site Staff 41
14 | Cleaning Staff 15

26 | Agency 2
164 | Employee Redundancy 162
35 | Employee Insurance 35
30 | Employee Advertising 4
6,782 | Sub Total 6,955

Short-Term Accumulating Compensated
18 | Absences Account adjustment 4
276 | IAS 19 adjustments 550
7,076 | Total 7,509
4.0 Premises Costs

2016/17 2017/18

£000 £000
335 | Rent 312
36 | Repair and Maintenance 17
39 | Electricity and Gas 45

11 | Cleaning Materials 8
172 | Rates and Water Charges 135
593 | Total 517




5.0

Transport
2016/17 2017/18
£000 £000
58 | Car Allowances 51
58 | Total 51
6.0 Supplies and Services
2016/17 2017/18
£000 £000
341 | Office Expenses 100
475 | Consultants Fees 231
0 | Grants & Subscriptions 0
6 | Office Equipment 17
140 | Computer Costs 151
28 | Catering Costs 34
49 | Photocopying 46
3 | Subscriptions 8
51 | Marketing 4
20 | Audit Fees 17
3 | Clothing 2
21 | Telephones 20
3 | Postage 2
1,058 | Training 1,025
Grants paid to local authorities & schools:
38,202 | Education Improvement Grant (EIG) 39,738
0 | Raising Schools Standards Grant (RSSG) 1,681
29,439 | Pupil Development Grant (PDG) 29,966
1,549 | New Deal 0
0 | Pioneer — Block Grant 1,926
583 | GCSE 0
4,155 | Schools Challenge Cymru (SCC) 0
768 | Other 531
76,894 | Total 75,499




7.0 Income
2016/17 2017/18
£000 £°000
Contributions
(1,462) | The City of Cardiff Council (1,400)
(1,117) | Rhondda Cynon Taf CBC (1,060)
(635) | Bridgend CBC (606)
(598) | Vale of Glamorgan Council (572)
(264) | Merthyr Tydfil CBC (248)
(4,076) | Total Contributions (3,886)
Other Income
(257) | School Income (67)
(328) | Other (289)
(80,765) | Grants (79,240)
(211) | Catering (238)
(81,561) | Total Other Income (79,834)
(85,637) | Total Income (83,720)
7.1 Grant Income
2016/17 2017/18
£000 £000
Grant Programme
(42,143) | Education Improvement Grant (EIG) (42,616)
(29,507) | Pupil Development Grant (PDG) (30,517)
0 | Raising Schools Standards Grant (RSSG) (2,967)
(4,715) | Schools Challenge Cymru (SCC) (79)
(2,125) | New Deal 0
0 | Pioneers — Block Grant (2,081)
(943) | GCSE 0
(1,332) | Other (980)
(80,765) | Total Grant Income (79,240)
Allocation
(74,696) | Paid to local authorities and schools (Note 6.0) (73,842)
(6,069) | Retained by Central South Consortium (5,398)
(80,765) | Total Grant Income (79,240)

8.0 Related Party Transactions

In accordance with IAS 24, the Joint Committee has a duty to disclose any
material transactions with a “related party”. This is to ensure that financial
statements contain disclosures necessary to draw attention to the
possibility that the reported financial position and results may have been
affected by the existence of related parties and by material transactions
with them.



The Joint Committee transacts with the Local Authorities and its Schools
within the Consortium, distributes funding, and provides advisory and
inspection services for which it receives income. During the year, material
transactions with these related parties arose as follows:

2016/17 Local Authority 2017/18

Exp. Inc. EXxp. Inc.

£000 £000 £000 £000

30,259 | (1,609) | The City of Cardiff 30,426 | (1,539)
Council

19,666 | (1,257) | Rhondda Cynon Taf 19,232 | (1,149)

CBC

10,377 (674) | Bridgend CBC 10,581 (625)

8,937 (606) | Vale of Glamorgan 9,403 (584)
Council

5,167 (306) | Merthyr Tydfil CBC 4,639 (259)

Welsh Government exerts significant influence through legislation and grant
funding. The main grants received are shown in Note 7.1.

All cash transactions are administered by the host authority, Rhondda
Cynon Taf CBC, as the Consortium does not operate its own bank account.
At 31t March 2018, the RCT owed the Consortium £12,275k relating to
these cash transactions (RCT owed the Consortium £6,004k as at 31st
March 2017). During 2017/18, Central South Consortium was charged
£118k by Rhondda Cynon Taf CBC in respect of Central Establishment
Charges (included in the table above, £116k in 2016/17).

Pension contributions are made to both the Rhondda Cynon Taf CBC
Pension Fund and the Teachers’ Pension Agency, in respect of Joint
Committee employees. See notes 16.0 and 17.0 for further information.

Interests of elected Members of the Joint Committee are maintained in a
register held by their own Local Authority. Interests of Senior Officers are
monitored by the Consortium. The following transactions occurred with
related parties (by virtue of elected Member interest in them) with whom the
Joint Committee has had dealings:

Organisation 2016/17 2017/18

£000 £000
Welsh Joint Education Committee 50 0
Coleg Morgannwg 1 0
The College, Merthyr Tydfil 0 1
Cardiff University 0 70
Total 51 71

The table above does not include payments to/from the Local Authorities or
schools within the Consortium, as they are included elsewhere within the
notes.



9.0 Audit Fees

2016/17 2017/18
£000 £000

Fees payable to the Auditor General for
20 . , 17

Wales in respect of external audit
10.0 Inventories
Inventories consist of food stock in respect of the restaurant.

2016/17 2017/18
£000 £000
1 | Balance as at 15t April 1
28 | Purchases 33
(26) | Recognised as an Expense in the Year (32)
(2) | Written Off (1)
1 | Balance as at 315' March 1

11.0 Long Term Debtors

The Joint Committee has incurred redundancy costs that are being paid off
from the Local Authorities’ annual contributions at £100k a year until
2025/26. A debtor has been recognised for the amount outstanding at the
year-end: £737k in Long Term Debtors at 315t March 2018 (£837k at 315t
March 2017) and £100k in Short Term Debtors (£100k at 315t March 2017).
£100k is included in the Host Authority balance for short term debtor in
relation to redundancy costs. If any additional surplus balances are
identified in year this will be increased.

12.0 Short Term Debtors
31/03/17 31/03/18
£000 £°000
6,171 | Host Authority 12,275
0 | Local Authorities and Schools 8
10,863 | Central Government Bodies 10,985
1 | Other Entities and Individuals 61
17,035 23,329
(4) | Provision for Bad Debt (1)
17,031 | Balance as at 31t March 23,328

All cash transactions are administered by Rhondda Cynon Taf CBC as the

Central South Consortium does not operate its own bank account.

The

host authority debtor includes the ‘cash’ balance owed to the Consortium by
Rhondda Cynon Taf CBC.



13.0 Creditors

31/03/17 31/03/18
£000 £000
(3) | Host Authority 0
(16,951) | Local Authorities and Schools (22,693)
(128) | Central Government Bodies (91)
(359) | Other (619)
(63) | Employee Absences Accrual (68)
(17,504) | Balance as at 315t March (23,471)
14.0 Movement on Usable Reserves
General | Earmarked Total
Reserves Reserves
£000 £000 £000
Balance as at 15t April 2017 129 300 429
Increase/(Decrease) 7 227 234
Balance as at 315t March 2018 136 527 663

14.1 CSEC General Reserves

The Fund Balance is a distributable revenue reserve, which consists of the
accumulated surpluses of the Consortium’s operations.

Total
£000
Balance as at 15t April 2017 129
Increase/(Decrease) 2017/18 7
Balance as at 315 March 2018 136

14.2 Earmarked Reserves

This note sets out the amounts set aside from the General Reserves
balance in earmarked reserves to provide financing for future expenditure.
All earmarked reserves are deemed to be revenue reserves.

Balance | Transfers | Transfers | Balance

at Out In at

31/03/17 31/03/18

£000 £000 £000 £000

Revenue Grant Reserves 256 256 397 397
Funding for Specific Projects 44 44 130 130
Total 300 300 527 527




15.0 Movements on Unusable Reserves

Reserve Pension Short- Total
Reserve | Term Acc
Comp
Absence
Account
£°000 £°000 £°000
Balance as at 15t April 2017 (451) (64) (515)
Increase / (Decrease) 105 (4) 101
Balance as at 315t March 2018 (346) (68) (414)

15.1 Pension Reserve

The Pension Reserve is the balancing account to offset the inclusion of
Pension Liability in the Balance Sheet as required by IAS 19 “Employee
Benefits”. See note 17.0 for further information.

15.2 Short-Term Accumulating Compensated Absences Account

The Short-Term Accumulating Compensated Absences Account absorbs
the differences that would otherwise arise on the Consortium’s Reserves
from accruing for compensated absences earned but not taken in the year
e.g. annual leave entitlement carried forward at 315t March 2018.

16.0 Retirement Benefits — Defined Benefit Schemes

16.1 Participation in Pension Schemes

As part of their terms and conditions, the employees of Central South
Consortium are offered retirement benefits by the Joint Committee.
Although these benefits will not be payable until retirement, the Joint
Committee has a commitment to make these payments. The liability for
these payments needs to be accounted for at the time future entitlement is

earned.

The Joint Committee participates in two pension schemes:

e Teachers — Please refer to note 17.0.

e Other employees -

The Local

defined by IAS 19 “Employee Benefits”.

Government

Pension Scheme
administered by Rhondda Cynon Taf CBC. This is a funded defined
benefit salary scheme, meaning that the Joint Committee and
participants pay contributions into the Fund calculated at a level
intended to balance the pensions liabilities with investment assets. The
pension costs that are charged to the Joint Committee’s accounts are




16.2 Transactions Relating to Post-Employment Benefits

The cost of retirement benefits is recognised in the Comprehensive Income
and Expenditure Account when earned by employees, rather than when
benefits are actually paid as pensions. However, the charge required to be
made to the general reserves is based on the cash payable in the year.
The difference is reversed out in the Movement in Reserves Statement.
The following transactions have been posted in the year:

Comprehensive Income and Expenditure 2016/17 | 2017/18
Account £000 £000
Cost of Services:
Current Service Cost 738 985
Past Service Cost 2 129
Settlements and curtailments 0 0

Financing and Investment Income and
Expenditure

Net Interest Expense 3 (4)
Total Post Employment Benefit Charged to 743 1,110
the Surplus or Deficit on the Provision of
Services

Remeasurement of the Net Defined Benefit
Liability Comprising:

Return on Plan Assets (Excluding the Amount (3,484) (530)
included in the Net Interest Expense)

Actuarial (Gains) and Losses Arising on (517) 0
Liabilities — Demographic Assumptions

Actuarial (Gains) and Losses Arising on 4,102 448
Liabilities — Financial Assumptions

Actuarial (Gains) and Losses Arising on (243) 114

Liabilities — Experience
(205) (683)

Total Post Employment Benefit Charged to 396 459
the Comprehensive Income and Expenditure
Statement
Movement in Reserves Statement
Reversal of Net Charges Made to the Surplus (743) (1,110)

or Deficit for the Provision of Services for Post
Employment Benefits in Accordance with the
Code
Actual Amount Charged Against the General
Fund Balance for Pensions in the Year:
Employers’ Contributions Payable to Scheme 465 564

The total remeasurement of the Net Defined Benefit Liability recognised in
Other Comprehensive Income and Expenditure to the 31t March 2018 is a
gain of £651k (£347k gain in 2016/17).



The cumulative amount of actuarial gains and losses recognised in the
Comprehensive Income and Expenditure statement to the year ending 31
March 2018 is a gain of £330k (£362k gain in 2016/17).

The figures above do not include allowance for any membership (or
associated assets) relating to members who have joined the employer but
have not yet exercised their option to link their past service rights to their
current employment.

16.3 Reconciliation of Present Value of the Scheme Liabilities

2016/17 2017/18
£000 £000
Opening balance at 15t April 11,523 22,399
Current Service Cost 738 985
Interest Cost on Defined Obligation 631 572
Contributions by Scheme Participants 277 289
Remeasurement Gains and (Losses):
Actuarial Gains and (Losses) Arising on (517) 0
Liabilities — Demographic Assumptions
Actuarial Gains and (Losses) Arising on 4,102 448
Liabilities — Financial Assumptions
Actuarial Gains and (Losses) Arising on (243) 114
Liabilities — Experience
Benefits Paid (981) (1,096)
Past Service Costs 2 129
Net increase in liabilities from 6,867 0
disposals/acquisitions
Entity combinations 0 0
Curtailments 0 0
Settlements 0 0
Carried Forward at 315t March 22,399 23,840




16.4 Reconciliation of Fair Value of the Scheme Assets

2016/17 2017/18
£000 £000

Opening balance at as at 15 April 11,003 21,948
Interest Income 628 576
Remeasurement Gains and (Losses)
The Return on Plan Assets, Excluding the 3,484 530
Amount Included in the Net Interest Expense
Other 0 0
Employer Contributions 465 564
Contributions by Scheme Participants 277 289
Benefits paid (981) (1,096)
Net increase in assets from 7,072 683
disposals/acquisitions
Entity Combinations 0 0
Settlements 0 0
Carried Forward as at 315t March 21,948 23,494

The expected return on scheme assets is determined by considering the
expected returns available on the assets underlying the current investment
policy. Expected yields on fixed interest investments are based on gross
redemption yields as at the Balance Sheet date.

Expected returns on equity investments reflect long-term real rates of return
experienced in the respective markets. The actual return on scheme assets
in the year was a gain of £1,106k (£4,112k gain in 2016/17).

16.5 Scheme History

2016/17 2017/18

£000 £000

Present Value of Defined Obligation (22,399) (23,840)
Fair Value of Plan Assets 21,948 23,494
Surplus / (Deficit) (451) (346)

The liabilities show the underlying commitments that the Joint Committee
has in the long run to pay retirement benefits. The total liability of £346k has
a substantial impact on the net worth of the Joint Committee as recorded in
the Balance Sheet.

However, statutory arrangements for funding the deficit mean that the
financial position of the Joint Committee remains healthy. The deficit on the
local government scheme will be made good by increased contributions
over the remaining working life of employees, as assessed by the scheme
actuary.



16.6

Local Government Pension Scheme Assets

Local Government Pension Scheme Assets investments as at 31%
December 2017 (full scheme not Central South Consortium element) are
comprised as follows:

Fair Value of Scheme Assets

2016/17 2017/18

£000 £000

UK Equities 595,905 657,668
Overseas Equities 1,459,349 1,775,137
UK Fixed Interest Gilts 259,370 274,407
UK Index Linked Gilts 0 0
UK Corporate Bonds 255,419 276,825
Overseas Government Bonds 8,326 2,735
Overseas Corporate Bonds 28,693 29,407
Property 167,239 175,043
Cash and net current assets 60,748 62,774
Total 2,835,049 3,253,996

16.7

Basis for Estimating Assets & Liabilities

The Rhondda Cynon Taf Pension Fund employs a building block approach
in determining the rate of return on Fund assets. Historical markets are
studied and assets with higher volatility are assumed to generate higher
returns consistent with widely accepted capital market principles. The
assumed rate of return on each asset class is set out within this note. The
overall expected rate of return on assets is then derived by aggregating the
expected return for each asset class over the actual asset allocation for the
Fund as at 315t March 2018.

Liabilities have been assessed on an actuarial basis using the projected
unit method, an estimate of the pensions that will be payable in future years
dependent on assumptions about mortality rates, salary levels, etc. The
Council Fund liabilites have been assessed by AON Hewitt, an
independent firm of actuaries, with estimates for the Council Fund being
based on the latest full valuation of the scheme based on funded benefits
as at 315t March 2016.

The full valuation was based on funded benefits and the principal
assumptions used by the actuary have been:



31/03/17 31/03/18
Long-Term Expected Rate of Return on 4.5% 4.5%
Assets in the Scheme (in line with the
discount rate)

Mortality Assumptions:

Longevity at 65 for current pensioners:

Men 22.8 22.9
Women 24.9 25.0
Longevity at 65 for future pensioners:

Men 25.0 25.1
Women 27.2 27.3
RPI Inflation 3.1% 3.2%
CPI Inflation 2.0% 2.1%
Rate of Increase in Salaries 3.25% 3.35%
Rate of Increase in Pensions 2.0% 2.1%
Rate for discounting scheme liabilities 2.6% 2.6%

Take-up of Option to Convert Annual
Pension into Retirement Lump Sum:

Post-2010 Service 80% 80%
Pre-2010 Service 80% 80%

The estimation of the defined benefit obligations is sensitive to the actuarial
assumptions set out in the table above. The sensitivity analyses below have
been determined based on reasonably possible changes of the
assumptions occurring at the end of the reporting period and assumes for
each change that the assumption analysed changes while all the other
assumptions remain constant. The assumptions in longevity, for example,
assume that life expectancy increases or decreases for men and women. In
practice, this is unlikely to occur, and changes in some of the assumptions
may be interrelated. The estimations in the sensitivity analysis have
followed the accounting policies for the scheme, i.e. on an actuarial basis
using the projected unit credit method. The methods and types of
assumptions used in preparing the sensitivity analysis below did not change
from those used in the previous period.

Increase in | Decrease in
Assumption | Assumption
£000 £000
Longevity 718 (712)
(Increase or Decrease in 1 Year)
Rate of Increase in Salaries (increase 109 (108)
or decrease by 0.1%)
Rate of Increase in Pensions (increase 364 (358)
or decrease by 0.1%)
Rate for Discounting Scheme Liabilities 465 (474)
(increase or decrease by 0.1%)




16.8 Contributions for the Accounting Period ending 31st March 2019

The Employer’s regular contributions to the Fund for the accounting period
ending 315t March 2019 are estimated to be £449k.

17.0 Retirement Benefits — Defined Contribution Scheme

Staff employed on Teachers terms and conditions are members of the
Teachers’ Pension Scheme. The scheme provides teachers with specified
benefits upon their retirement and the Joint Committee contributes towards
the costs by making contributions based upon a percentage of members’
pensionable salary.

The Scheme is technically a defined benefit scheme. However, the
Scheme is unfunded and the Department for Education uses a notional
fund as the basis for calculating the employer’s contribution rate paid by
local authorities. The Council is not able to identify its share of underlying
financial position and performance of the Scheme with sufficient reliability
for accounting purposes. For the purposes of this Statement of Accounts, it
is therefore accounted for on the same basis as a defined contribution
scheme.

In 2017/18, the Joint Committee paid £66k to the Teachers’ Pension Fund
in respect of teachers’ retirement benefits, representing 14.1% of
pensionable pay (£66k was paid in 2016/17 representing 14.1% of
pensionable pay). There were no contributions remaining payable at the
year-end.

18.0 Events after the Balance Sheet Date

The draft, unaudited Statement of Accounts will be authorised for issue by
the Group Director Corporate & Frontline Services, as Chief Finance
Officer, by 30" June 2018. Events taking place after this date are not
reflected in the financial statements or notes. Where events taking place
before this date provide information about conditions existing at 315t March
2018, the figures in the financial statements and notes have been adjusted
in all materials respects to reflect the impact of this information. There are
no events that took place after 31t March 2018 requiring disclosure
providing information that is relevant to an understanding of the Central
South Consortium’s financial position.



19.0 Reconciliation of Comprehensive Income and Expenditure Account to

Cash flow
2016/17 2017/18
£000 £000
279 | (Surplus)/Deficit on the Provision of Services 316
8,893 | (Increase)/Decrease in Creditors (5,966)
7,085 | Increase/(Decrease) in Debtors (75)
0 | Increase/(Decrease) in Inventories 0
(278) | IAS 19 Transactions (546)
15,979 | Cash (Inflow)/Outflow from Revenue Items (6,271)

20.0 Officers’ Remuneration

During 2017/18, the Consortium paid 103 employees on average every
month (106 in 2016/17). Over the year, salary payments totalled £4,310k
(excluding employer’s national insurance and pension contributions)
(E4,365k in 2016/17).

Under the Accounts and Audit (Wales) Regulations 2014, the Joint
Committee must disclose in their accounts the number of employees
(excluding specific senior employees who are shown in Note 20.1) whose
remuneration in the year fell in each bracket of a scale in multiples of
£5,000 commencing at £60,000 (excluding pension contributions). The

disclosure includes redundancy payments.

The following salary payments were made within the categories specified:

2016/17

2017/18

Remuneration Band | No. of Employees

No. of Employees

Total

At 31/03/18

Leftin Year

Total

£60,000 - £64,999 8

H
H
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|
|

£65,000 - £69,999

£70,000 - £74,999

£75,000 - £79,999

£80,000 - £84,999
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£90,000 - £94,999
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£100,000 - £104,999
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20.1 Senior Officers

The following table sets out the remuneration for specific Senior Officers
whose salary is less than £150k but greater than £60k. There are no
Senior Officers whose salary is greater than £150k. Employer pension
contributions are included.

2017/18
Total
Remuneration
Post Holder Total Including
Information Taxable Employer's Employer's
Benefits in Total Pension Pension
Salary Kind| Remuneration| Contributions| Contributions
£000 £000 £000 £000 £000
Managing 104 104 13 117
Director
Senior Officer —
Business & 66 66 8 74
Operations
Senior Officer —
Strategy,
Leadership & 64 64 7 71
Workforce
Reform
Senior Officer —
Teaching & 114 114 0 114
Learning
Experiences

The salary for the Group Director — Corporate and Frontline Services, who signs
the accounts on page 14, is not included in this note as he is a senior officer of
the Host Authority rather than the Consortium itself.

The comparative figures for 2016/17 are shown in the following table:




2016/17
Total
Remuneration
Post Holder Total Including
Information Taxable Employer's Employer's
Benefits in Total Pension Pension
Salary Kind| Remuneration| Contributions| Contributions
£000 £000 £000 £000 £000
Managing 98 0 98 13 111
Director
Assistant 66 0 66 9 75
Director
CSW Challenge 106 0 106 17 123
Business 65 0 65 9 74
Manager
21.0 Severance Costs
Severance Cost Number of Number of Total Total
Band Compulsory Other Number of Severance
Terminations | Terminations | Terminations Cost
£000s
16/17 | 17/18 | 16/17 | 17/18 | 16/17 | 17/18 | 16/17 | 17/18
£0 - £20,000 0 0 3 0 3 0 15 0
£20,001 - £40,000 0 0 3 0 3 0 72 0
£40,001 - £60,000 0 0 0 0 0 0 0 0
£60,001 - £80,000 0 0 1 0 1 0 77 0
£80,001 - £100,000 0 0 0 0 0 0 0 0
£100,001 - £150,000 0 0 0 0 0 0 0 0
£150,001 - £200,000 0 0 0 1 0 1 0 162
Total 0 0 7 1 7 1 164 162
22.0 Interest
Interest is paid daily on the personal account balance due from Rhondda
Cynon Taf CBC.
2016/17 2017/18
2016/17 | Interest 2017/18 | Interest
£000 rate £000 rate
% %
0 0.21 | Interest on Personal Account Balance (2) 0.20
(Received) & Similar
1 0.21 | Interest on Personal Account Balance 0 0.20
Paid & Similar Charges
1 (2)
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1.2

1.3

1.4

CENTRAL SOUTH CONSORTIUM

DRAFT ANNUAL GOVERNANCE STATEMENT 2017/18

SCOPE OF RESPONSIBILITY

The Central South Consortium (CSC) is a Joint Education Service commissioned
by five Local Authorities namely:

Bridgend CBC;

The City of Cardiff Council;
Merthyr Tydfil CBC,;

Rhondda Cynon Taf CBC; and
Vale of Glamorgan Council.

The responsibilities of the CSC combined, cover the needs of 396 schools and
approximately 146,928 pupils in the region.

In January 2014, Central South Wales Challenge was launched with the aim of
raising standards across all schools within the Region and to stimulate the
sharing of expertise amongst schools and joint efforts to innovate to:

Improve the performance of every school;

Increase the numbers of good and excellent schools;

Reduce the gap between high and low performing groups of learners; and
Improve outcomes for vulnerable groups of pupils.

Subsequently the Central South Wales Challenge has developed and is
summarised by the following strategies:

School Improvement Groups (SIGS);
Pathfinder Programme;

Hubs and Pioneer Schools Programme; and
Leadership & Peer Enquiry.

Rhondda Cynon Taf County Borough Council is responsible for ensuring that its
business and that of the Joint Education Committee, for which it has
administrative responsibility, 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.

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

1 Pupil Level Annual School Census (PLASC) - January 2017
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2.1

2.2

2.3

2.4

2.5

3.1

The Annual Governance Statement of the CSC aims to provide an accurate
representation of the governance arrangements in place for financial year ending
318t March 2018.

THE PURPOSE OF THE GOVERNANCE FRAMEWORK

The governance framework comprises the systems, processes and cultural
values by which the CSC is directed and controlled, and the activities through
which it accounts to and engages with stakeholders. It enables the CSC 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 the risk to a reasonable level. It cannot eliminate all risk of
failure to achieve 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 the CSC’s priorities, to
evaluate the likelihood and impact of those risks materialising, and to manage
them efficiently, effectively and economically.

The CSC has responsibility for conducting, at least annually, an assessment of
its governance framework including the system of internal control. The
assessment is informed by the work conducted by external agencies and internal
arrangements, including performance management arrangements.

The following paragraphs summarise the overall governance framework and the
system of internal control, which have been in place for the CSC for the year
ended 315t March 2018 (and up to the date of approval of the 2017/18 Statement
of Accounts).

THE GOVERNANCE FRAMEWORK

The CSC has used the Delivering Good Governance in Local Government:
Framework (2016) in compiling its Annual Governance Statement. The
Framework comprises two Core Principles and five Supporting Principles:

Core principles
e Behaving with integrity, demonstrating strong commitment to ethical values
and respecting the rule of law; and
e Ensuring openness and comprehensive stakeholder engagement.

Supporting Principles
e Defining outcomes in terms of sustainable economic, social and
environmental benefits;




e Determining the interventions necessary to optimise the achievement of the
intended outcomes;

e Developing the entity’s capacity, including the capability of its leadership and
the individuals within it;

e Managing risks and performance through robust internal control and strong
public financial management; and

e Implementing good practices in transparency, reporting, and audit to deliver
effective accountability.

3.2 The Core Principles permeate implementation of the Supporting Principles with
the need for the CSC to be committed to improving governance on a continual
basis through a process of evaluation and review.

3.3 The CSC has applied these principles to structure its Annual Governance
Statement for financial year ending 31t March 2018 and to assess the
arrangements in place.

3.4 The CSC has a range of governance arrangements in place, in line with the
‘Delivering Good Governance in Local Government: framework (2016)’, many of
which are set out in the CSC’s Legal Agreement. Table 1 provides examples of
the key systems, processes and documents in place within the CSC during

2017/18.
Good Examples of key systems, processes and documents

Governance in place within the CSC

Principles
Behaving with | ¢ Rules of Procedure — covering Council / CSC, Open
integrity, Government, Access to Information, Budget and Policy
demonstrating Framework, Executive, Overview and Scrutiny, Officer
strong Employment and Contract and Financial Procedure

commitment to | Rules. The rules set out arrangements to be followed

ethical values and | by elected Councillors and Officers when conducting

respecting the rule | the Council’'s / CSC’s business with the aim of publicly
of law demonstrating accountability and openness.

e Whistle-blowing Policy — promoting the highest
possible standards of service and setting out how
workers can bring information about a wrongdoing to
the attention of the Council / CSC.

¢ Anti-fraud, Bribery & Corruption Strategy.

¢ Gifts and hospitality Policy.

e Comments, Compliments and Complaints — setting out
how the Council / CSC handles and responds to the
feedback (complaints, compliments and comments).

¢ HR Charter



https://www.rctcbc.gov.uk/EN/Council/CouncilConstitution/RelatedDocuments/Part4RulesofProcedure.pdf
https://www.rctcbc.gov.uk/EN/Council/CouncilConstitution/RelatedDocuments/Part5CodesandProtocols.pdf
https://www.rctcbc.gov.uk/EN/GetInvolved/CommentsComplimentsandComplaints/Commentscomplimentsandcomplaints.aspx

3.5

3.6

Good
Governance
Principles

Examples of key systems, processes and documents
in place within the CSC

Defining outcomes
in terms of
sustainable
economic, social
and environmental
benefits

Determining  the
interventions

necessary to
optimise the
achievement of the
intended outcomes

e Performance Management Framework.
e Business Plan and Operational Delivery Plans.
e Quarterly Performance Reports to Joint Committee
(including Risk Register up dates).
¢ Risk Management Strategy.
¢ Annual Revenue Budget Strategy.
Medium Term Financial Plan.
Scrutiny Committees Meetings
Challenge and Review sessions with Welsh
Government

Developing the
entity’s  capacity,
including the
capability of its
leadership and the
individuals within it

Business Plan.
HR Charter.
Schemes of Delegation.

Managing risks
and performance
through robust
internal control
and strong public
financial
management

¢ Risk Management Strategy.

¢ Quarterly Performance Report (including Risk Register
up dates).

¢ Audit Committee and an Internal Audit function.

e Budget and Policy Framework Procedure Rules and
Contract and Financial Procedure Rules.

¢ Medium Term Financial Plan.

Legal Agreement

On the 20" April 2015 all parties entered into and signed a revised legal
agreement which superseded all previous legal agreements between the
Partners. This agreement consolidated the legal arrangements relevant to the
CSC into one Agreement. From this point forward within the Annual Governance
Statement, reference will be made to the ‘Legal Agreement’.

The Legal Agreement for the Joint Education Service provides the governance
framework within which the Service operates and allocates responsibility and
accountability, as follows:

The Host Authority;

The Directors’ Steering Group;
The Advisory Board;

Operational Management Group;




3.7

3.8

3.9

e CSC Joint Education Committee; and
¢ Financial Management.

The Host Authority

The Legal Agreement formally assigns Rhondda Cynon Taf County Borough
Council as the Host Authority for the CSC. Rhondda Cynon Taf County Borough
Council provides all support services (save for the day to day administration
undertaken by staff in accordance with their duties) required, including but not
limited to:

e Financial (Section 151 Officer as defined by section 151 of the Local
Government Act 1972, Accounts, Payroll, Creditors, Debtors, Insurance);
Human Resources;

Legal;

ICT;

Estates;

ICT;

Internal Audit; and

Procurement.

The costs of which are charged to the CSC Joint Education Service Joint
Committee through Service Level Agreements.

The Constitution of Rhondda Cynon Taf County Borough Council, which has the
financial stewardship of the CSC, allocates functions and responsibility within the
Authority. It also regulates the behaviour of individuals (Members & Officers) and
groups through codes of conduct, protocols and rules of procedure. All functions
undertaken by the CSC should be done so in accordance with all relevant
Policies and Procedure Rules of Rhondda Cynon Taf County Borough Council.

Officer Conduct

To ensure a consistent approach to working practices and processes, all officers
are subject to the terms and conditions of employment (which are based on
Rhondda Cynon Taf County Borough Council’'s operating terms and conditions)
as follows:

o Staff appointed to undertake responsibilities on behalf of the CSC since
October 2012, are employed / contracted on the standard terms and
conditions of employment of the Host.

o Staff appointed who were previously employed by any of the five partner
local authorities prior to October 2012, were upon appointment transferred
onto the standard terms and conditions of the Host or if matched to a role,
given the option if they so wished to retain the terms and conditions of their
home authority.



4.1

4.2

5.

5.1

Regardless of which terms and conditions officers are employed upon, all officers
are subject to a common set of operating Employment Policies based on the
Host’s operating policies and procedures.

ASSESSING THE CSC’S GOVERNANCE ARRANGEMENTS

In line with the Core and Supporting Principles of the Framework, the approach
taken to assess the CSC’s arrangements has been to:

e Set out a brief description of the arrangements and procedures in place
together with the key outcomes the CSC is aiming to achieve;

e Examine and document the main activities that have taken place around
these areas, taking account of supporting evidence from the CSC’s internal
processes and Wales Audit Office reports published on the CSC;

e Form a view on the extent to which the activities comply with the procedures
in place; and

e Make proposals for improvement, where appropriate, together with
recommended timescales for implementation and responsible officers.

The assessment of the CSC’s governance arrangements is set out in Section 5.

ASSESSMENT OF GOVERNANCE ARRANGEMENTS

PROGRESS MADE TO IMPLEMENT RECOMMENDATIONS REPORTED IN
THE 2016/17 ANNUAL GOVERNANCE STATEMENT

5.1.1The 2016/17 Annual Governance Statement made 7 recommendations. An

update on progress was reported to the CSC’s Joint Committee on 5 December
2017 and following consideration of the Committee RESOLVED: to note the
progress that has been made to date in implementing the proposals for
improvement.

As at 315t March 2018, progress made to implement the recommendations
included within the 2016/17 Annual Governance Statement was as follows (7
recommendations in total):

e 4 recommendations fully completed;

e 1 recommendation partly completed with further work required during
2018/19; and

e Work on-going for 2 recommendations in respect of continuing to support
Officer and elected Member training; these recommendations are scheduled
to be implemented by June 2018.



5.1.2

5.2

5.2.1

5.2.2

5.2.3

5.24

It is considered that sufficient progress has been made in delivering the
2016/17 proposals for improvement with the requirement for further work to
be completed in 2018/19. A detailed position statement is set out at
Appendix A.

BEHAVING WITH INTEGRITY, DEMONSTRATING STRONG
COMMITMENT TO ETHICAL VALUES, AND RESPECTING THE RULE OF
LAW

Behaving with integrity

The CSC follows the Host Authority Constitution which sets out how it should
operate, how decisions need to be made and the procedures to be followed
to ensure they are efficient, transparent and available to local people. Within
the Constitution there are a number of Rules? and Protocols® that aim to
ensure both elected Councillors and employees behave with integrity.

The CSC has put in place procedures to be followed by the Joint Education
Committee when conducting meetings and making decisions during the year
to publicly demonstrate an accountable, open and honest approach. This has
included considering the accuracy of ‘meeting minutes#; recording
declarations of personal interest; publishing reports on RCT’s website five
working days prior to meetings taking place; making decisions based on
evidenced based reports; and publishing the minutes of meetings. A review
of a sample of Joint Education Committee meetings during the year revealed
that the above mentioned procedures had been followed.

CSC employees

The CSC Legal Agreement outlines the role of Rhondda Cynon Taf Council
(RCT) as the host authority. As part of this agreement, CSC adopts the
policies of RCT including an Officer Code of Conduct that has been used to
create an easy to understand ‘Basic Rules — A Guide for Employees’ and
includes information in relation to, amongst other things, expected behaviour,
use of social media, appearance and attendance. The guide is available on-
line for all employees.

Policies and Regqisters

A review of Policies and Registers in place during 2017/18 identified the
following:

o Whistle-blowing arrangement - the Council included a payslip insert to all
employees in May 2017 providing information on how Council employees

2 Rules — for example, Financial and Contract Procedure Rules
3 Protocols — for example, Gifts and Hospitality Policy
4 Meeting minutes — a formal and agreed record of the events that took place at each meeting.


https://www.rctcbc.gov.uk/EN/Council/CouncilConstitution/RelatedDocuments/Part4RulesofProcedure.pdf
https://www.rctcbc.gov.uk/EN/Council/CouncilConstitution/RelatedDocuments/Part5CodesandProtocols.pdf
https://www.rctcbc.gov.uk/EN/Council/CouncilConstitution/RelatedDocuments/Part4RulesofProcedure.pdf

5.25

5.2.6

5.2.7

could access the Whistle-blowing Policy. The CSC adopted the RCT
Whistle-blowing Policy but no referrals were made during 2017/18.

e The CSC adopted the host authority’s ‘Anti-Fraud, Bribery and
Corruption Policy and Procedure’ and is based on a series of procedures
designed to deter and frustrate, and take effective action against any
attempted fraudulent or corrupt acts affecting the CSC. The RCT Audit
Committee also supported the requirement to raise awareness, at its
meeting on 30" April 2018, and a payroll insert was electronically
provided to all employees in May 2018.

e The host authority ‘Home web-page’ provides instructions for those who
wish to raise anti-fraud, bribery or corruption concerns under the Report
It section.

e The CSC adopted the host authority Complaints & Concerns Policy that
sets out a commitment to effectively deal with any complaints or
concerns about services provided.

e The CSC adopted the host authority Gifts and Hospitality Policy and
arrangements were in place, via registers, to record gifts and hospitality
in line with the Policy.

e The CSC adopts all host authority Policies. Where new policies are
revised or introduced they are discussed with the senior leadership team
and staff are advised of the policies through staff bulletins.

e Progress has been made in raising awareness and understanding of
Council Policies and Strategies. This level of awareness and
understanding should also be included within induction arrangements for
new staff.

Proposal for Improvement

Policies and Strategies — Review the HR Charter and other CSC specific
documentation to ensure this includes the references to the Whistle-blowing
Policy, Anti-fraud, Bribery and Corruption Strategy, Gifts and Hospitality
Policy and induction arrangements.

Demonstrating strong commitment to ethical values

Ethical Values: CSC employees - the CSC has described what excellent
behaviour looks like for each type of job, for example, ‘always treat people
with respect’, and this information is used to test candidates suitability for
jobs at interview and is used to inform discussions managers have with their
staff as part of their development.

Respecting the rule of law

The Managing Director leads the CSC'’s officers and chairs the Senior
Leadership Team. The Senior Leadership Team comprises, in addition to
other key posts, Senior Officer — Strategy, Leadership and Workforce
Reform, Senior Lead — Teaching and Learning Experiences, Senior Lead —
Standards and Improvements and Senior Lead - Business and Operations.


http://www.rctcbc.gov.uk/EN/Contactus/Reportit.aspx
http://www.rctcbc.gov.uk/EN/Contactus/Reportit.aspx
http://www.rctcbc.gov.uk/EN/GetInvolved/CommentsComplimentsandComplaints/relateddocuments/RCTComplaintsandConcernsPolicyApril2013.pdf
http://www.rctcbc.gov.uk/EN/Council/CouncilConstitution/RelatedDocuments/Part5CodesandProtocols.pdf
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5.3.1

5.3.2

5.3.3

5.34

5.3.5

5.3.6

5.3.7

5.3.8

ENSURING OPENNESS AND COMPREHENSIVE STAKEHOLDER
ENGAGEMENT

Openness

Members of the Joint Education Committee are governed by the Code of
Conduct of their relevant Council. The Codes of Conduct for councillors and
employees within the Constitution of the Host Authority are built on the
principles of openness, transparency and honesty.

During 2017/18, the CSC received 4 Freedom of Information (FOI) requests.
However, there is no formal process for reporting these requests to the Joint
Committee.

Planning ahead

The CSC consulted with stakeholders on its vision and priorities for 2018/19
and set these out in a document called 'Business Plan 2018/19; this Plan
was agreed by Joint Education Committee Council on 15" March 2018.

Looking ahead, it is likely that public sector austerity will continue to result in
on-going reductions to core funding from the five local authorities. In recent
years, the CSC has had a 5% cut to its core funding in 2017/18 with a further
2% cut in 2018/19. 1t is likely that on-going reductions in core funding will
necessitate the CSC to consider the sustainability of the current operating
module.

Decision making and scrutiny of decisions made

The Joint Education Committee agreed the CSC Business Plan, including
the core budget and the budget for the Education Improvement Grant,
following scrutiny of the CSC’s self-evaluation and identification of
improvement priorities.

The Joint Education Committee is one of the main decision making bodies
within the CSC and throughout 2017/18 received 32 reports, all of which
were made publicly available prior to the meetings and no report was
excluded from the press / public on the grounds that the items of business
involved the likely disclosure of exempt information.

Key decisions were also taken by the Directors of Education from each of the
local authorities at the Director Steering Group meetings.

Based on the above information it is considered that the decision making
arrangements that operated during 2017/18 were open and transparent, and
compliant with the Council’s Constitution.

Finally, a review of a sample of Joint Education Committee Reports for
2017/18 has confirmed that a consistent format was used.



5.3.9

Engagement with stakeholders

The Advisory Board - The purpose of the Advisory Board is to support the
Managing Director in ensuring that the strategies of the CSC align
themselves with the needs of all Parties to raise educational standards.

The membership, decision making process, meetings and the terms of
reference for the Advisory Board are documented within Schedule 2 of each
Legal Agreement.

Directors’ Steering Group — The Directors’ Steering Group comprises the
Directors of Education from each of the five local authorities comprising the
CSC. This group is responsible for delegated decision making on behalf of
each local authority.

The membership, decision making process, meetings and the terms of
reference for the Director’s Steering Group are documented within Schedule
2 of each Legal Agreement.

Directors and Headteacher representatives from the Central South Wales
Strategy Group identified during 2016/17 the need to include Headteachers
within the overall governance model of the CSC as part of a school-led self-
improving system. Although some progress has been made in this area, the
CSC is awaiting the outcomes of the review of the National Model to ensure
any recommended revisions to the governance model align with the
requirements of the Revised National Model.

Senior Leadership Group - The Group comprises the senior management
team of the CSC as well as Senior Challenge Advisers for each local
authority. Senior officers with strategic responsibilities are also part of the
leadership group. The objective of the group is to deliver school improvement
activities with the aim of raising educational standards.

The membership, decision making process, meetings and the terms of
reference for all groups are documented within Schedule 3 of the Legal
Agreement.

CSC Joint Education Service Joint Committee

The CSC Joint Education Service Joint Committee (hereinafter called the
‘Joint Education Committee’) comprises of one elected Member from each
Council and one officer representative with responsibility for Education from
each Council.

The Joint Education Committee has the powers of each Council with
reference to the provision of a Joint Education Service and its performance
as set out in the Legal Agreement and guided by the Welsh Government’s
‘National Model for Regional working’.
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5.4

5.4.1

The purpose of the Joint Education Committee is to be responsible for the
decision making, approval of the business plan, monitoring and
accountability and financial reporting of the CSC arrangements in line with its
own business plan.

The membership, decision making process, meetings and the terms of
reference for the Joint Education Committee are documented within
Schedule 4 of the Legal Agreement.

There were a broad range of communication methods on offer to encourage
stakeholders to express their views. This included social media, focus group
discussions with strategy groups as well as an annual survey of schools. An
updated CSC Communications Strategy was presented to Directors during
2017/18.

Proposal for improvement

Review the overall governance structure for the CSC to ensure increased
engagement in the decision making process from headteachers across the
region in line with the requirements of the revised National Model for
Regional Working when this is published.

Develop a systematic process whereby Freedom of Information requests are
reported to Joint Committee.

DEFINING OUTCOMES IN TERMS OF SUSTAINABLE ECONOMIC,
SOCIAL, AND ENVIRONMENTAL BENEFITS

Defining outcomes

The CSC’s ‘Business Plan — 2017-2020, as approved by Joint Education
Committee on the 14™ March 2017, set out the vision, purpose and priorities
it aims to deliver:

e The CSC's aim is to “Improve educational outcomes for all pupils, and the
outcomes for vulnerable learners fastest. The success of schools in this
region is key to the future economic and social success of Wales. We
are improving. We need to do more”.

e The CSC’s priorities are to:

Improve outcomes for vulnerable learners;

Develop school-to- school working to deliver curriculum reform;
Develop leadership, governance and workforce reform;

Deliver rapid and sustainable intervention; and

Develop effectiveness and efficiency in CSC.

0O O O O O
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5.4.3

5.4.4

5.4.5

5.4.6

5.4.7

5.5

5.5.1

The Joint Education Committee approved the 2017/18 Revenue Budget at its
meeting on 8" December 2016 and reaffirmed that resources would be
targeted in line with the Business Plan priorities.

Following approval of the Business Plan and Revenue Budget, Action Plans
were put in place for each priority, in line with resources available, that
detailed what outcomes were being aimed for, the actions to be delivered
with timescales for delivery and performance indicators.

A review of performance indicator targets included within the Business Plan
identified that there is a clear ambition for the CSC to improve in its priority
areas, and where performance is comparable with others, the ambition is for
the CSC to be either as good as or better than the welsh average by 2020.

Throughout 2017/18 action plan progress up dates have been made public
through Joint Education Committee meetings that also contain information on
financial performance, strategic risks and investment linked to Business Plan
priorities. Monitoring arrangements have been reviewed and simplified with
impact reviews embedded into the monitoring cycle.

The Outcomes Framework and progress with the Business Plan are also
monitored by Welsh Government during the programme of Challenge and
Review Sessions. During 2017/18, 97% of the CSC’s Business Plan was
funded from Welsh Government Awards of Funding. The CSC’s first
medium term financial forecast, covering financial years 2018/19 to 2020/21,
was presented to the Joint Committee on 15" March 2018.

Proposal for Improvement

Further develop medium term financial planning during 2018/19 to ensure
resources are allocated / categorised over Business Plan priorities to
demonstrate or otherwise the prioritisation of resources. Proposals for
revisions to service delivery will be discussed with Chief Executives and
Directors in light of any published revisions to the National Model for
Regional Working.

DETERMINING THE INTERVENTIONS NECESSARY TO OPTIMISE THE
ACHIEVEMENT OF THE INTENDED OUTCOMES

Determining and planning interventions

The CSC's Legal Agreement lays down the key requirements to be followed
when setting its priorities, reporting the extent of progress made in priority
areas and also the financial planning and management arrangements that
support this. These include the requirement to:

e Agree the draft School Improvement Service annual revenue budget by
the 315t December prior to the start of the financial year and submit to



5.5.2

5.5.3

554

5.5.5

5.5.6

5.5.7

each of the Parties for approval with the business plan to be agreed by
the 15t February; and

e Publish financial and performance progress updates on a termly basis
during the year, which will include explanations of any variances against
the profiled budget.

When the above requirements were reviewed for the 2017/18 financial year:

e Performance Reports were presented to Joint Education Committee and
the Local Authority Scrutiny Committees during the year, with
performance reports also presented to the Minister as part of the
Challenge and Review meetings. A review of information reported
during the year identified that at each Joint Education Committee
meeting, Members were provided with updates on financial performance;
progress against Business Plan priorities; and strategic risks. With
specific regard to financial performance, Business Plan priority and
strategic risk up dates, exceptions were highlighted, explained and the
corrective action to be taken included within reports.

e Performance reports were also presented to each Local Authority
scrutiny committee.

Based on the above, it is considered that the information published during
the year would provide opportunity for stakeholders to understand the CSC’s
performance and hold it to account.

Optimising achievement of intended outcomes

The CSC’s Business Plan sets out how the 5% cut to the core budget was
managed.

With this context in mind, the CSC took steps to plan the allocation of
resources and put in place arrangements to maximise its impact.

The allocation of resources

The CSC’s 2017/18 Revenue Budget Setting Report (8" December 2016)
set out how the total saving requirement of 5% would be delivered.

Maximising impact

In 2017-2018°, Foundation Phase saw continued improvement for most
indicators at the expected level for the CSC, but the performance at local
authority level was more variable. Only Bridgend CBC saw improvements for
all indicators at the expected level, however, at the expected level +1,
improvements were seen in nearly all indicators for nearly all local
authorities. The improvement at CSC level was either lower or in-line with the

5 All performance measures are as reported in the Summer Term 2017. (Academic Year
2016/17)



improvement seen nationally for all performance measures at Foundation
Phase for the expected outcomes but was above the improvement seen
nationally for nearly all indicators for the above expected outcomes.

For key stage 2, the CSC improved at both the expected level, and above
expected level for all indicators with the exception of Welsh 1st Language at
the expected level. The improvement for the CSC is less than the
improvement seen nationally at the expected level, however, at the above
expected level the improvement for the consortium is above the National
improvement for all measures except Welsh 15t Language. Improvements
were made by nearly all local authorities for nearly all performance measures
at the expected outcome. At the above expected level, only the Vale of
Glamorgan Council saw a fall in performance in Welsh 1t Language.

For key stage 3, the CSC continued to improve at both the expected level
and the expected level +1 for all areas, with the only exception being Welsh
1st Language at the expected level +1. The improvements for the CSC
exceed the improvements seen nationally for all core subjects at the
expected level with the only exception being Mathematics. Nearly all local
authorities have continued to improve in the most recent year for all
performance measures at both the expected and expected level +1, with the
exceptions being seen in Welsh 15t Language and Science at the expected
level in the Vale of Glamorgan Council, Mathematics expected level in both
Merthyr Tydfil and Cardiff Councils, English expected level +1 in Science and
Welsh 1t Language at the expected level +1 in both the Vale of Glamorgan
and Rhondda Cynon Taf Councils.

Please note: Welsh Government have introduced key changes to the
performance measures data for reporting in 2016/17, which affects any
possible comparisons that may be made against previous data.

The main changes are:

e the introduction of a cap of 40% on non-GCSEs that contribute to
threshold measures;

e the removal of literature from the literacy elements in the Capped 9
points score and the Level 2 Threshold including English/Welsh and
Mathematics;

e the introduction of new specifications for English, Welsh 1t Language,
Mathematics and Mathematics-Numeracy; and

e anew Capped 9 Points Score Measure.

Therefore, caution should be used when comparing 2016/17 data with
previous years data.

The only performance measures that saw improvements in the most recent
year are 5A*-A and Level 2 Welsh First Language. All other indicators fell in
the most recent year, with the biggest fall being seen in Level 2 Threshold,
which fell by 19.5pp. The L2+ for the CSC decreased by 6.4pp in the most
recent year, which has seen the region fall below the national average for the
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5.6

5.6.1

5.6.2

first time in the last three years by 0.1pp. However, the region has improved
for this performance measure by 0.4pp since 2014, which is against a
national decrease of 0.8pp over the same time-period. All 5 local authorities
in the region saw performance drop in the most recent year, with decreases
ranging between 4.1pp and 11.5pp.

The gap in performance at KS4 between eFSM and non eFSM pupils in the
region has increased for all performance measures, with the exception of
Level 2 Welsh First Language, in the most recent year. Level 2 Threshold inc
EWM has seen an increase in the gap in performance in the most recent
year, but this is still smaller than the gap seen in both 2014 and 2015,
however, the performance of eFSM pupils for this measure is the lowest
seen over the last three years.

There is a significant increase in the number of schools where less than 40%
and less than 50% of pupils achieve the level 2+ threshold. The region has
not yet achieved its ambition of reducing this to zero (40% or less).

The individual Local Authority scrutiny committees have provided review and
challenge on performance results during the year, either through their own
work programming arrangements or as a result of in-year performance
exceptions being scrutinised in more detail.

DEVELOPING THE ENTITY’S CAPACITY, INCLUDING THE CAPABILITY
OF ITS LEADERSHIP AND THE INDIVIDUALS WITHIN IT

Developing the entity’s capacity

The CSC aims to ensure that staff have the skills, knowledge and capacity
they need to discharge their responsibilities and recognises the value of well-
trained and competent people in effective service delivery.

Effectively managing the workforce — the CSC has been required to manage
reductions in staff numbers over the past few years as a result of on-going
reductions in funding and at the same time:

e Continued to deliver improved performance results in priority areas (see
section 5.5.7);

e More closely managed and supported staff absence through the
production of the performance dashboard; and

e |s operating a system of agile working arrangements that aims to take
advantage of digital technology to help the CSC to work in new and
different ways to meet school needs, reduce costs and increase
productivity. During 2017/18 the CSC invested in further digitisation to
further support improvement in productivity, work life balance and
utilisation of space within the CSC.
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5.7.1

5.7.2

5.7.3

5.7.4

5.8

5.8.1

5.8.2

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

The CSC’s Legal Agreement sets out the responsibilities of the Managing
Director, the Joint Education Committee and the Advisory Group (Schedule
2). A review of a sample of delegated decisions made during the year
confirmed that decisions were approved by the designated Joint Education
Committee members and employees.

Developing the capabilities of councillors

During 2017/18 there was evidence to confirm that Councillor development
needs were supported through the provision of local authority training; it was
noted that the training provided related primarily to the roles of Councillors
within their host authorities rather than specifically in relation to the CSC.

Developing the capabilities of employees

The CSC is also committed to staff development, in line with business needs,
to help ensure it has a ‘fit for purpose’ workforce. During the year this has
included staff induction sessions, Leadership and Middle Management
Development Programmes, Staff Briefings and a range of operational
training such as Curriculum for Wales, National Mission and Professional
Teaching and Learning Standards.

Proposal for Improvement

Design and contribute to a national training programme for newly elected
members in relation to their role overseeing the CSC.

MANAGING RISKS AND PERFORMANCE THROUGH ROBUST
INTERNAL CONTROL AND STRONG PUBLIC  FINANCIAL
MANAGEMENT

Managing risk

During 2017/18, the CSC up dated its Risk Policy and presented this to the
senior leadership team for approval in readiness for the new academic year.
This included the establishment of a risk change template to improve the
process and transparency of recording risks experienced by the CSC.

This risk change template is updated by all risk owners and then presented
for review by the senior leadership team. This is included within the CSC
dashboard on a half termly basis. Following on from this it is issued to both
Directors and Joint Committee meetings for final review. Once this process
is completed the risk register is finalised.
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Proposal for Improvement

The CSC’s risk policy will need to be reviewed with respect to the ownership
of risks for the CSC. At present the majority of risks are owned by the
Managing Director. Where risks are associated with drive team priorities
these will need to be aligned with the respective leads to ensure strategic
alignment with priority plans.

Managing performance

The ‘Determining and Planning Interventions’ section (5.5.1) of this Annual
Governance Statement provides an overview of the CSC’s Performance
Management arrangements. Performance at a strategic level is driven and
measured through the CSC'’s drive teams. Four drive teams have been
established to ensure the effective delivery and impact of the four priority
plans aligned to the 2017/18 CSC business plan. Each Drive Team is
managed by the Senior Leads within the CSC.

Robust internal control

The membership and meeting frequency of the CSC's Joint Education
Committee during 2017/18 was in line with the CSC's Legal Agreement.

Managing data

An Information Management Plan is in place that sets out the framework,
including legal requirements, for information management within the CSC.
This work has been reviewed to ensure compliance with new GDPR
regulations.

A review of arrangements in place during 2017/18 identified that they were in
line with laid down requirements because:

e Key responsibilities were formally designated within the CSC: The
CSC'’s designated Senior Information Management Risk Officer (SIRO)
is the Managing Director, there was a Information Management & Data
Protection Act Officer within the host authority who reports to the Head of
Information Technology;

¢ Information was available on the RCT Council website in respect of Data
Protection and Freedom of Information, and it had in place a Publication
Scheme (which has been adopted by the CSC) in accordance with the
Council’s responsibilities under the Freedom of Information Act 2000;

¢ Information Sharing Protocols were in place for the safe and appropriate
sharing of personal information between the CSC and other
organisations although these will require review during 2018/19; and

e The Host Authority continued to secure its annual accreditation to the
Public Service Network (PSN) in September 2017 i.e. The 'PSN' is the
Council’s connection to the wider public sector network (Council to
Council, Council to Government e.g. Department for Work and Pensions)


http://www.rctcbc.gov.uk/EN/Council/DataProtectionandFreedomofInformation/Publicationscheme.aspx
http://www.rctcbc.gov.uk/EN/Council/DataProtectionandFreedomofInformation/Publicationscheme.aspx
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to enable the Council to communicate and share data securely across all
public bodies.

General Data Protection Requlation (GDPR)

In addition to the normal business of the Information Management
requirements placed upon the CSC, the General Data Protection Regulation
(Regulation (EU) 2016/679) comes into effect on 25" May 2018.

The GDPR is a regulation intended to strengthen and unify data protection
for all individuals within the European Union (EU). The primary objectives of
the GDPR are to give individuals greater control of their personal data and to
simplify the regulatory environment. When the GDPR takes effect, it will
replace the Data Protection Directive 1995 (under which the UK Data
Protection Act 1998 was made).

A Report was presented to Senior Leadership Team at the meeting held on
14t May 2018 providing an overview of the preparatory work being
undertaken in readiness for the 25" May 2018.

Proposal for Improvement

The CSC should report on a periodic basis, for example annually, its work
and performance around Information Management and provide opportunity
for review and scrutiny by the Joint Education Committee.

A calendar and programme of work should be agreed for future SIRO
meetings.

Strong public financial management

Schedule 5 of the Legal Agreement provides the framework within which the
finances of the Joint Education Service operate. The Financial Protocol
provides the financial framework and relationship between the Parties (the
Councils), the Host and the CSC. The following areas of business are
documented in the Legal Agreement

General Principles

Contributions and charging mechanisms;
Payment arrangements;

Budgetary control & monitoring;

Capital Expenditure & long term contracts;
Annual Accounts & Audit; and

Financial insolvency.

The Legal Agreement requires the Joint Education Committee to hold at
least termly meetings throughout the year. Standard agenda items include a
report from the Treasurer.
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Rhondda Cynon Taf County Borough Council’s Financial Procedure Rules
provide guidance in relation to all financial matters. The CSC has adopted
Rhondda Cynon Taf Council’s Financial & Contract Procedure Rules — as
confirmed in Section 17 (Schedule 4) of the Legal Agreement:

‘Rules and Procedure

For the avoidance of doubt the CSC Joint Education

Committee shall, where relevant and subject to the provisions of this
Agreement, operate in accordance with the Host’s schemes of delegation,
Rules of Procedure and policies from time to time.”

The Wales Audit Office audits the CSC’s annual statement of accounts.

The CSC’s financial and operational performance is monitored and
scrutinised by the Joint Education Committee. The Joint Education
Committee receives reports from:

e The Treasurer,
e The Managing Director; and
¢ Officers relevant to the operations and governance of the organisation.

During 2017/18 the role of the Chief Financial Officer at Rhondda Cynon Taf
County Borough Council was compliant with the principles of the CIPFA
Statement — Role of the Chief Financial Officer in Local Government 2010.

Internal Audit

During 2017/18 Internal Audit reviewed the core financial systems of the
CSC Joint Education Service and the findings reported to the Joint Education
Committee on 15" March 2018. At this meeting, the Joint Education
Committee concluded that there were no matters of governance or of an
internal control nature that require further action or attention.

External Audit

The 2016/17 statement of accounts were audited by the WAO (the WAO
issuing an unqualified audit report on the financial statements) and were
approved at the meeting of the Joint Education Committee on 15®
September 2017.

The CSC has publicly demonstrated its commitment to strong and
responsible financial planning and management, and has supported this
through the delivery of sound financial performance during a period of
reducing budgets. This is because:

e The CSC has adopted a suite of protocols supporting strong financial
planning and management, for example, ‘Financial Procedure Rules’
and ‘Contract Procedure Rules’, that were complied with during the year;

e The CSC set a Gross Revenue Budget in December 2016 for the financial year
2017/18 of £4,607,779, representing a 5% cut from the previous year.
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e Financial performance results were publicly reported every term during
the year and scrutinised by the Joint Education Committee. The latest
financial performance results, for the period April 2017 to March 2018,
forecast that the CSC will deliver a £132,926 under spend on its revenue
budget against a total budget of £4,492,736.

e The CSC has kept its finances under on-going review throughout
2017/18.

e The CSC is financially stable as a result of it maintaining an adequate
General Reserve balance; having a track record over a number of years
of setting and delivering balanced revenue budgets; and having ‘clean
bills of health’ on its year end accounts when audited by the Wales Audit
Office.

The latest Wales Audit Office report ‘Audit of Financial Statements Report
and Management Letter’ reported to Joint Education Committee on 15™
September 2017 concluded that the accounting statements and related
notes:

e Give a true and fair view of the financial position of the CSC Joint
Education Service as at 31 March 2017; and

e Have been properly prepared in accordance with the Code of Practice on
Local Authority Accounting in the United Kingdom 2016-17.

The 15" September 2017 Wales Audit Office report also made a number of
recommendations and it is noted that these have been addressed by the
CSC and the Host Authority. The recommendations were:

e look for methods of decreasing the payback period of the original
redundancies (pre-April 2016), for example by increasing the annual
repayment of the debtor from £100,000, or even agreeing a lump sum
from constituent authorities.

e fund any new redundancies in year, but where that is not possible,
ensure the payback period is no longer than 2 to 3 years. This will
require recording each additional case individually.

IMPLEMENTING GOOD PRACTICES IN TRANSPARENCY, REPORTING,
AND AUDIT TO DELIVER EFFECTIVE ACCOUNTABILITY

Implementing good practice in transparency and reporting

The CSC has implemented an open and consistent approach to reporting its
business, as set out in sections 5.4 and 5.5 of this Annual Governance
Statement, with the aim of helping to ensure information is understandable to
stakeholders and that they have the opportunity to challenge the CSC’s
performance, plans and decisions.



59.2 A review of a sample of information reported to the Joint Education
Committee and Local Authority Scrutiny Committees has revealed that:

e Annual Reports and Plans are reported publicly, providing an overview of
performance, for example, the Council’s audited Statement of Accounts
2016/17 reported and approved by Joint Education Committee on 15™
September 2017 in line with the statutory timeframe;

e Use is made of electronic links within reports to provide the reader with
more detailed information should they require it; and

e The minutes of meetings confirm that designated officers attend each
meeting to orally present reports and answer questions, and a number of
occasions were noted where updates were delivered via presentations,
for example, using slides.

Proposal for Improvement

5.9.3 As part of the above review, it was noted that the CSC’s Annual Governance
Statement was incorporated within the Statement of Accounts and was not a
standalone document. To increase the prominence / awareness of the
Annual Governance Statement, this should be a standalone document on the
CSC’s website.

Assurance and effective accountability
Internal Audit

594 The CSC has an SLA with the Host Authority to provide Internal Audit
Services. The Council’s Internal Audit Service was subject to an external
assessment during 2016/17 to determine conformance or otherwise with the
Public Sector Internal Audit Standards. The external assessment concluded
that the service ‘complies with the Standards in all significant areas, the
impact of the non-conformances identified is not considered to be significant’.
The outcome of the external assessment was presented in full to the RCT
Audit Committee held on 20" March 2017 (Appendixes 3A and B).

5.9.5 RCT CBC Internal Audit Service undertake a series of audit reviews within
CSC each year to independently assess the adequacy of this area from a
financial administrative perspective. This work is undertaken in line with the
Legal Agreement for the CSC. In 2017/18 four audit reviews of core financial
systems were carried out and findings reported to the Joint Committee on
15" March 2018. The Joint Committee were requested to determine whether
there are any matters of governance or of an internal control nature that
require further action or attention and concluded that no further action(s)
were required.


http://www.rctcbc.gov.uk/EN/Council/CouncillorsCommitteesandMeetings/Meetings/AuditCommittee/2017/03/20/Reports/Item6InternalAuditAnnualReport201617.pdf

5.9.6 During 2017/18 the host authority continued to develop the section on its
internet site that set out all regulatory reports received by the Council since

December 2015.
6. OVERALL ASSESSMENT OF THE CSC’S ARRANGEMENTS
6.1 Based on the assessment undertaken, it is considered that the CSC'’s

governance arrangements were fit for purpose and publicly demonstrated
how they contributed to the delivery of better outcomes for the area as set
out in the Business Plan.

6.2 The overall conclusion has been based upon:

e An open approach to engaging with stakeholders, planning and
delivering services, and reporting and scrutiny of the CSC’s
performance,;

e Clear arrangements for decision making that were supported by robust
service management and financial management arrangements;

e The reporting of understandable priorities and ambition, as set out in
the CSC's Business Plan, with progress reports demonstrating
improvement in outcomes and performance at the same time as
maintaining financial stability.

e Sound arrangements to support elected Councillors and Officers in the
effective discharge of their responsibilities and also in maintaining high
standards of conduct when undertaking business on behalf of the CSC,;

e Processes in place to update governance related documents, such as
the ‘Anti-fraud, Bribery and Corruption Strategy’ and ‘Whistle-blowing’
arrangements, raise awareness of these documents and also publicly
reporting on performance in such areas;

e Developing medium term financial planning arrangements that can be
built upon further in 2018/19; and

e The CSC having a track record of implementing Annual Governance
Statement recommendations in previous years.

6.3 Notwithstanding this overall position, the assessment has identified areas where
improvements are deemed necessary to further reinforce the effectiveness of the
Council’s current arrangements. These are set out in Section 7.


http://www.rctcbc.gov.uk/EN/Council/PerformanceBudgetsandSpending/Councilperformance/AuditorsofCouncilperformance.aspx
http://www.rctcbc.gov.uk/EN/Council/PerformanceBudgetsandSpending/Councilperformance/AuditorsofCouncilperformance.aspx

7. RECOMMENDATIONS

7.1

improvement.

Table 1 — Recommendations for Improvement

Further to completing the assessment of the CSC’s governance arrangements, Table 1 sets out recommendations for

Core Principle | Paragraph Issue Identified Recommendation Timescale for Resp
No. Implementation Officer

Ensuring our 5.2.5 The HR Charter was | The HR Charter and other CSC specific | September 2018 | Senior Lead
Policies and last up dated in | documentation requires reviewing in order to Business
Strategies are 2016. ensure they include references to the Operations
up to date and Whistle-blowing Policy, Anti-fraud, Bribery
relevant and Corruption Strategy, Gifts and

Hospitality Policy and induction

arrangements.
Ensuring 5.3.11 There is a need to | The Governance structure requires review to | September 2018 | Senior Lead

openness and
comprehensive
stakeholder
engagement

increase the level of | ensure increased engagement in the Business

headteacher decision making process from headteachers Operations
engagement in the | across the region in line with the

governance of the | requirements of the revised National Model

organisation. for Regional Working when this is published.

The need to include | Develop a systematic process whereby | September 2018 | Managing
FOI updates on the | Freedom of information Requests are Director

agenda to Joint

Committee.

reported to Joint Committee.




Core Principle | Paragraph Issue Identified Recommendation Timescale for Resp
No. Implementation Officer
Medium Term 5.4.7 The need to further | Further develop the Medium Term Financial | December 2018 | Senior Lead -
Financial Plan develop the medium | Plan during 2018/19, to ensure resources Business &
term financial plan. | are allocated / categorised over Business Operations
Plan priorities to demonstrate or otherwise
the prioritisation of resources. Proposals for
revisions to service delivery will be
discussed with Chief Executives and
Directors in light of any published revisions
to the National Model for Regional Working.
Elected 5.7.4 Newly Elected | Design and contribute to a national training | June 2018 Senior Lead -
Members members may | programme for newly elected members in Strategy,
Training require further | relation to their role overseeing the CSC. Leadership &
Programme training on the work Workforce
of the CSC. Reform
Risk 5.8.3 During 2017/18, the | The CSC’s risk policy will need to be | December 2018 | Managing
Management CSC up dated its | improved with respect to the ownership of Director

Risk  Policy and
presented this to the
senior  leadership
team for approval in
readiness for the
new academic year.
However, the
majority of risks are
owned by the
Managing Director.

risks for the CSC. At present the majority of
risks are owned by the managing Director.
Where risks are associated with drive team
priorities these will need to be aligned with
the respective leads to ensure strategic
alignment with priority plans.




Core Principle | Paragraph Issue Identified Recommendation Timescale for Resp
No. Implementation Officer
Information 5.8.9 Information The CSC should report on a periodic basis, | December 2018 | Senior Lead
Management Management — no | for example annually, its work and Business
update is reported | performance around Information Operations
setting  out Management and provide opportunity for
CSC’s work review and scrutiny by the Joint Education
performance in this | Committee.
area.
A calendar and programme of work should
be agreed for future SIRO meetings.
Implementing 5.9.3 The Annual | To increase the prominence / awareness of | Autumn 2018 Senior Lead
good practice Governance the Annual Governance Statement, this Business
in Statement should be a standalone document on the Operations
transparency incorporated within | CSC’s website.
and reporting the Statement
Accounts but is not
a stand alone
document e.g. on
the CSC’s website.

7.2 The CSC's Senior Management Team has accepted the recommendations and is committed to their implementation
during 2018/19. The Senior Management Team has also confirmed that an update on progress will be reported to the
CSC's Joint Education Committee during the year to enable Councillors to review and scrutinise the extent of progress

being made.

Managing Director:

el -
7

Section 151 Officer:

Chair, Joint Education Committee E\-' - MQ‘EﬂA




APPENDIX A

POSITION STATEMENT ON PROGRESS MADE TO IMPLEMENT 2016/17 RECOMMENDATIONS

Core Issue ldentified Recommendation Timescale for Resp Progress
Principle Implementation Officer

The ‘Anti-Fraud, | The host authority has identified | January 2018 Managing Completed
Bribery and | that the Anti-Fraud, Bribery and Director
Corruption Policy and | Corruption Policy and Procedure Reported to RCT
Procedure’ was last | should be reviewed and up dated, Audit Committee

Behaving up dated in 2013. where relevant, and reported to the 27 November

with integrity, appropriate Committee for scrutiny 2017.

demonstratin and sign-off. This update should

g strong then be used to inform a refreshed

commitment programme of awareness raising

to ethical across the Council and will include

values, and officers at the CSC.

respecting There is a need for a | Develop a systematic process | September 2017 | Senior Lead | Completed

the rule of systematic  process | whereby updates to policies —Business &

law for the adoption of | provided by the host authority are Operations | When notified of
host authority | discussed at the operational senior updated policies
policies. leadership team meeting for from RCT, these are

approval and shared with staff on
Cronfa.

reviewed by SMT
and presented to
SLT for discussion /
comment. Once
agreed, they are
uploaded to the staff
area on Cronfa.




Core Issue ldentified Recommendation Timescale for Resp Progress
Principle Implementation Officer
Ensuring There is a need to | Review the overall governance | September 2017 Managing Partly Completed
openness increase the level of | structure for the CSC to ensure Director
and headteacher increased engagement in the Meetings have taken
comprehensi | engagement in the | decision making process from place with Directors
ve governance of the | headteachers across the region on the future role of
stakeholder | organisation. as part of a continued drive to a Headteachers
engagement school led self improving regarding governance
system. of the CSC. CSC is
awaiting the
outcomes of a review
of the National Model.
Defining The need to develop | Develop a MTFP in 2017/18, | December 2017 Senior Lead | Completed
outcomesin |a  medium term | ensuring resources be allocated —Business &
terms of financial plan | categorised over Business Operations | Medium Term
sustainable Plan priorities to demonstrate or Financial Plan
economic, otherwise the prioritisation of regarding the core
social, and resources. budget presented to
environmenta Joint Committee in
| benefits December 2017.

Due to the uncertainly
of Welsh Government
grant funding, it has
not currently been
possible to profile
grant funding over the
medium term.




Core Issue ldentified Recommendation Timescale for Resp Progress
Principle Implementation Officer
Developing Councillor / employee | Where Councillor and employee | September 2017 Senior Lead | Scheduled to be
the capability | development / | development / training activity —Standards | completed  during
of the entity’s | training —  where | takes place, information should & 2018/19
leadership operational training is | be collected on an on-going Improvemen
and other delivered, its impact | basis to help inform future t Planning Training programme
individuals is not always | activity and assess the impact agreed with WLGA
captured on attendees. for Summer 2018.
Newly Elected | Design and contribute to a | September 2017 Senior Lead | Scheduled to be
members may require | national training programme for —Strategy, completed during
further training on the | newly elected members. Leadership | 2018/19
work of the CSC & Workforce
Reform Training programme
agreed with WLGA
for Summer 2018.
Managing Information The CSC should report on a | June 2018 Head of | Completed
risks and Management — no | periodic basis, for example Data,
performance | update is reported | annually, its work and Quality & |CSC report to the
through setting out the CSC’s | performance around Information Intelligence | March 2018 Joint
robust work and | Management  and provide Unit Committee in respect
internal performance in this | opportunity for review and of the Information
control and area. scrutiny by the Joint Education Management Policy.
strong public Committee.
financial

management
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The independent auditor’s report of the Auditor General for Wales to the members
of Central South Consortium Joint Education Service Joint Committee

Report on the audit of the financial statements
Opinion
| have audited the financial statements of Central South Consortium Joint Education

Service Joint Committee for the year ended 31t March 2018 under the Public Audit
(Wales) Act 2004.

The Central South Consortium Joint Education Service Joint Committee financial
statements comprise the Movement in Reserves Statement, the Comprehensive Income
and Expenditure Statement, the Balance Sheet, the Cash Flow Statement and the
related notes, including a summary of significant accounting policies.

The financial reporting framework that has been applied in their preparation is applicable
law and the Code of Practice on Local Authority Accounting in the United Kingdom
2017/18 based on International Financial Reporting Standards (IFRSS).

In my opinion the financial statements:

e (give a true and fair view of the financial position of Central South Consortium Joint
Education Service Joint Committee as at 315 March 2018 and of its income and
expenditure for the year then ended; and

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

Basis for opinion

I conducted my audit in accordance with applicable law and International Standards on
Auditing in the UK (ISAs (UK)). My responsibilities under those standards are further
described in the auditor’s responsibilities for the audit of the financial statements section
of my report. | am independent of the Central South Consortium Joint Education Service
Joint Committee in accordance with the ethical requirements that are relevant to my audit
of the financial statements in the UK including the Financial Reporting Council’s Ethical
Standard, and | have fulfilled my other ethical responsibilities in accordance with these
requirements. | believe that the audit evidence | have obtained is sufficient and
appropriate to provide a basis for my opinion.

Conclusions relating to going concern

| have nothing to report in respect of the following matters in relation to which the ISAs
(UK) require me to report to you where:

e the use of the going concern basis of accounting in the preparation of the financial
statements is not appropriate; or

o the responsible financial officer has not disclosed in the financial statements any
identified material uncertainties that may cast significant doubt about Central South
Consortium Joint Education Service Joint Committee ability to continue to adopt the



going concern basis of accounting for a period of at least twelve months from the
date when the financial statements are authorised for issue.

Other information

The responsible financial officer is responsible for the other information in the annual
report and accounts. The other information comprises the information included in the
annual report other than the financial statements and my auditor’s report thereon. My
opinion on the financial statements does not cover the other information and, except to
the extent otherwise explicitly stated later in my report, | do not express any form of
assurance conclusion thereon.

In connection with my audit of the financial statements, my responsibility is to read the
other information to identify material inconsistencies with the audited financial statements
and to identify any information that is apparently materially incorrect based on, or
materially inconsistent with, the knowledge acquired by me in the course of performing
the audit. If | become aware of any apparent material misstatements or inconsistencies |
consider the implications for my report.

Report on other requirements

Opinion on other matters
In my opinion, based on the work undertaken in the course of my audit:

e the information contained in the Narrative Report for the financial year for which the
financial statements are prepared is consistent with the financial statements and the
Narrative Report has been prepared in accordance with the Code of Practice on
Local Authority Accounting in the United Kingdom 2018;

¢ The information given in the Annual Governance Statement for the financial year for
which the financial statements are prepared is consistent with the financial
statements and the Annual Governance Statement has been prepared in accordance
with guidance.

Matters on which | report by exception

In the light of the knowledge and understanding of the council [and the group] and its
environment obtained in the course of the audit, | have not identified material
misstatements in the Narrative Report or the Annual Governance Statement.

| have nothing to report in respect of the following matters, which | report to you, if, in my
opinion:
¢ adequate accounting records have not been kept;

o the financial statements are not in agreement with the accounting records and
returns; or

¢ | have not received all the information and explanations | require for my audit.



Certificate of completion of audit

| certify that | have completed the audit of the accounts of Central South Consortium
Joint Education Service Joint Committee in accordance with the requirements of the
Public Audit (Wales) Act 2004 and the Auditor General for Wales’ Code of Audit Practice.

Responsibilities
Responsibilities of the responsible financial officer for the financial statements

As explained more fully in the Statement of Responsibilities for the Statement of
Accounts, set out on page 13, the responsible financial officer is responsible for the
preparation of the statement of accounts, Central South Consortium Joint Education
Service Joint Committee, which give a true and fair view, and for such internal control as
the responsible financial officer determines is necessary to enable the preparation of
statements of accounts that are free from material misstatement, whether due to fraud or
error.

In preparing the statement of accounts, the responsible financial officer is responsible for
assessing the Central South Consortium Joint Education Service Joint Committee ability
to continue as a going concern, disclosing as applicable, matters related to going
concern and using the going concern basis of accounting unless deemed inappropriate.

Auditor’s responsibilities for the audit of the financial statements

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

A further description of the auditor’'s responsibilities for the audit of the financial
statements is located on the Financial Reporting Council's website
www.frc.org.uk/auditorsresponsibilities . This description forms part of my auditor’s
report.

Anthony J Barrett 24 Cathedral Road

For and on behalf of the Auditor General for Wales Cardiff
XX September 2018 CF119LJ


http://www.frc.org.uk/auditorsresponsibilities
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Appendix 3

Smaller local government bodies in Wales
Annual Return for the Year Ended 31 March 2018

Smaller local government bodies in Wales must prepare annual accounts following proper practices as set

out in the One Voice Wales/SLCC publication Governance and accountability for local councils in Wales —
A Practitioners’ Guide (the Practitioners’ Guide). The Practitioners’ Guide states that bodies may prepare their
accounts in the form of an annual return prepared by the Wales Audit Office.

The accounts and audit process

The accounts and audit arrangements follow the process as set out below.

RFO/Clerk prepares
accounting
statements and
Annual Governance
Statement. Internal
audit completes
internal audit report.
RFO certifies return
(below Part 2 of the
Annual Governance
Statement) before
30 June and
presents the return
to the body.

—

The body approves the

This is evidenced by the
Chair's signing the box
below Part 2 of the Annual
Governance Statement.

RFO/Clerk sends the
Annual Return and
certified copies of
requested evidence to the
external auditor acting on
behalf of the Auditor
General for Wales.

Annual Return by 30 June.

—

External auditor completes audit and:

Either:

If no amendments are required,
certifies the Annual Return and
sends it back to the body for
publishing by 30 September.

v

If amendments are required,
reports issues (including
amendments) to the body. The
body amends the Annual Return,
the RFO re-certifies and the body
re-approves before sending it back
to the auditor. The auditor then
certifies the Annual Return and
sends it back to the body for
publishing by 30 September.

Please read the guidance on completing this Annual Return and complete all sections highlighted in red
including both sections of the Annual Governance Statement.

PLEASE PRINT THIS DOCUMENT FOR SIGNATURE AND SEND IT TO YOUR AUDITOR

Incomplete or incorrect returns may require additional external audit work and incur additional costs. Send the
original Annual Return, together with all additional information requested, to the external auditor acting on behalf of
the Auditor General for Wales. Unless requested, please do not send any original financial or other records to the

external auditor.

Audited and certified returns are sent back to the body for publication or display of the accounting statements,

Annual Governance Statement and the Auditor General for Wales' certificate and report.

Completion checklist

‘No’ answers mean that you may not have met

requirements

Initial submission to the external auditor

Accounts

Has the RFO certified the accounting statements and the body approved the Annual Return

(as evidenced by the relevant signatures), no later than 30 June 20187

Do the accounts add up and does the balance carried forward from last year equal the

opening balance this year?

Do the papers to be sent to the external auditor include an explanation of significant
variations, including a quantified analysis of the changes from last year to this year?

Does the bank reconciliation as at 31 March 2018 agree to line 97

All sections

Evidence

Have ali red boxes been completed and explanations provided where needed?

Has all the information requested by the external auditor been included?




Accounting statements 2017-18 for:

Name of body:

LLWYDCOED CREMATORIUM JOINT COMMITTEE

Notes and guidance for compilers

31 March
2017

(£)

31 March
2018

(€)

Please round all figures to nearest €.

Do not leave any boxes blank and report £0 or nil balances.
All figures must agree to the underlying financial records for
the relevant year.

Statement of income and expenditure/receipts and payments

1. Balances
brought forward

2. (+) Income
from local
taxation/levy

3. (+) Total other
receipts

4. (-) Staff costs

5. () Loan
interest/capital
repayments

6. (-) Total other
payments

7. (=) Balances
carried forward

809,778

1,030,913

-171,017

-538,381

1,131,293

Statement of balances

8. (+) Debtors and
stock balances

9. (+) Total
cash and
investments

10. (-) Creditors

11. (=) Balances
carried forward

12. Total fixed
assets and
long-term assets

13. Total borrowing

14. Trust funds
disclosure note

77,825

1,072,093

-18,625

1,131,293

2,199,648

1,131,293

1,140,937

-191,673

-410,850

1,669,707

89,161

1,685,602

-5,056

1,669,707

2,093,286

Total balances and reserves at the beginning of the year as
recorded in the financial records. Must agree to line 7 of the
previous year.

Total amount of income received/receivable in the year from local
taxation (precept) or levy/contribution from principal bodies.

Total income or receipts recorded in the cashbook minus amounts
included in line 2. Includes support, discretionary and revenue
grants.

Total expenditure or payments made to and on behalf of

all employees. Include salaries and wages, PAYE and NI
(employees and employers), pension contributions and related
expenses eg termination costs.

Total expenditure or payments of capital and interest made during
the year on external borrowing (if any).

Total expenditure or payments as recorded in the cashbook minus
staff costs (line 4) and loan interest/capital repayments (line 5).

Total balances and reserves at the end of the year. Must equal
(1+2+3) — (4+5+6).

Income and expenditure accounts only: Enter the value of
debts owed to the body and stock balances held at the year-end.

All accounts: The sum of all current and deposit bank accounts,
cash holdings and investments held at 31 March. This must
agree with the reconciled cashbook balance as per the bank
reconciliation.

Income and expenditure accounts only: Enter the value of
monies owed by the body (except borrowing) at the year-end.

Total balances should equal line 7 above: Enter the total of
(8+9-10).

The original asset and investment register value of all fixed
assets and any other long-term assets held as at 31 March.

The outstanding capital balance as at 31 March of all loans from
third parties (including PWLB).

mm The body acts as sole trustee for and is responsible for

ElClv ClE| v

managing (a) trust fund(s)/assets (readers should note that the
figures above do not include any trust transactions).



Annual Governance Statement (Part 1)

We acknowledge as the members of the Liwydcoed Crematorium Joint Committee, our responsibility for ensuring that
there is a sound system of internal control, including the preparation of the accounting statements. We confirm, to the
best of our knowledge and belief, with respect to the accounting statements for the year ended 31 March 2018, that:

‘YES’ means that the

CounciI/Board/Committee:

We have put in place arrangements for: Properly sets its budget and 6,12
o effective financial management during the year; manages its money and prepares
and \/ B2 and approves its accounting
e the preparation and approval of the accounting statements as prescribed by law.
statements.
2. We have maintained an adequate system of internal Made proper arrangements 6,7
control, including measures designed to prevent \/ e and accepted responsibility for
and detect fraud and corruption, and reviewed its safeguarding the public money
effectiveness. and resources in its charge.
3. We have taken all reasonable steps to assure Has only done things that it has 6
ourselves that there are no matters of actual or the legal power to do and has
potential non-compliance with laws, regulations and conformed to codes of practice and
codes of practice that could have a significant \/ e standards in the way it has done so.

financial effect on the ability of the Liwydcoed
Crematorium Joint Committee to conduct its business
or on its finances.

4. We have provided proper opportunity for the Has given all persons interested 6, 23
exercise of electors’ rights in accordance with the ‘/ o the opportunity to inspect and to
requirements of the Accounts and Audit (Wales) ask questions about the body's
Regulations 2014. accounts.

5. We have carried out an assessment of the risks Considered the financial and other 6,9
facing the Liwydcoed Crematorium Joint Committee risks it faces in the operation of
and taken appropriate steps to manage those risks, \/ | & the body and has dealt with them
including the introduction of internal controls and/or properly.
external insurance cover where required.

6. We have maintained an adequate and effective Arranged for a competent person, 6,8
system of internal audit of the accounting records independent of the financial controls
and control systems throughout the year and have \/ e and procedures, to give an objective
received a report from the internal auditor. view on whether these meet the

needs of the body.

7. We have considered whether any litigation, Disclosed everything it should have 6
liabilities or commitments, events or transactions, about its business during the year
occurring either during or after the year-end, have a ‘/ i including events taking place after

financial impact on the Liwydcoed Crematorium Joint
Committee and, where appropriate, have included
them on the accounting statements.

the year-end if relevant.

8. We have taken appropriate action on all matters Considered and taken 6, 8, 23
raised in previous reports from internal and external appropriate action to address
audit. \/ e issues/weaknesses brought to its

attention by both the internal and
external auditors.

9. Trust funds —in our capacity as trustee, we have: m Has met all of its responsibilities 3,6

¢ discharged our responsibility in relation to the where it is a sole managing trustee
accountability for the fund(s) including financial 7 of a local trust or trusts.
reporting and, if required, independent e C

examination or audit.

* Please provide explanations to the external auditor on a separate sheet for each 'no’ response given; and describe what action is
being taken to address the weaknesses identified.



Annual Governance Statement (Part 2)

‘YES’ means that the Council/Board/ Committee:

Agreed?

Voo [ o™

1. We have considered the adequacy of reserves held

by the body in setting the budget for 2017-18 and ‘/
2018-19 and have appropriate plans in place for the e
use of these reserves.

Has met the requirements of the Local Government
Finance Act 1989 in setting the budget requirement
and precept for the financial years.

2, When awarding grants under section 137 of the Local Has kept and appropriate record of grants awarded
Government Act 1972, we have kept a separate and ensured that the expenditure is commensurate
account of such grants and considered whether or \/ fZ  with the benefit to the community.

not the benefits arising from such payments are
commensurate with the sums paid.

3. The council has ensured that it has a lawful obligation Has ensured that where it has an arrangement to
to pay a service gratuity to employees* or ‘/ provide a gratuity to staff, it has ensured that there is
The council has no obligation or intention to pay a E . legal obligation to provide the gratuity.

gratuity to employees.*

* Please deiete as appropriate.

Liwydcoed Crematorium Joint Committee approval and certification

The Liwydcoed Crematorium Joint Committee is responsible for the preparation of the accounting statements in accordance with
the requirements of the Accounts and Audit (Wales) Regulations 2014 and for the preparation of the Annual Governance
Statement.

Certification by the RFO Approval by the Liwydcoed Crematorium Joint
| certify that the accounting statements contained in this Annual Committee
Return presents fairly the financial position of the Llwydcoed | confirm that these accounting statements and

Crematorium Joint Committee, and its income and expenditure, or ~ Annual Governance Statement were approved by the
properly presents receipts and payments, as the case may be, for  Llwydcoed Crematorium Joint Committee under minute
the year ended 31 March 2018. reference:

Insert minute reference and date of meeting

RFO signature: (_"_{K]_QQ’ Chair signature: %0%9;(‘0
Name: CHRISTOPHER LEE Name: piclen R Sé@
Date: I"I' S ' 12 Date: \“9~L-~\g

Liwydcoed Crematorium Joint Committee re-approval and re-certification (only required if the annual return
has been amended at audit)

Certification by the RFO Approval by the Liwydcoed Crematorium Joint
| certify that the accounting statements contained in this Annual Committee
Return presents fairly the financial position of the Liwydcoed | confirm that these accounting statements and

Crematorium Joint Committee, and its income and expenditure, or ~ Annual Governance Statement were approved by the
properly presents receipts and payments, as the case may be, for  Llwydcoed Crematorium Joint Committee under minute
the year ended 31 March 2018. reference:

Insert minute reference and date of meeting

RFO signature: . Chair signature:
Name: name required Name: name required
Date: dd/mm/yyyy Date: dd/mm/yyyy



Auditor General for Wales’ Audit Certificate and report

The external auditor conducts the audit on behalf of, and in accordance with, guidance issued by the Auditor General
for Wales. On the basis of their review of the Annual Return and supporting information, they report whether any
matters that come to their attention give cause for concern that relevant legislation and regulatory requirements have
not been met.

We certify that we have completed the audit of the Annual Return for the year ended 31 March 2018 of:
LLWYDCOED CREMATORIUM JOINT COMMITTEE

External auditor’s report

[Except for the matters reported below]* On the basis of our review, in our opinion, the information contained in the Annual
Return is in accordance with proper practices and no matters have come to our attention giving cause for concern that relevant
legislation and regulatory requirements have not been met.

[[These matters along with]* Other matters not affecting our opinion which we draw to the attention of the body and our
recommendations for improvement are included in our report to the body dated J

Other matters and recommendations

On the basis of our review, we draw the body's attention to the following matters and recommendations which do not affect our
audit opinion but should be addressed by the body.

(Continue on a separate sheet if required.)

External auditor’s name:

External auditor’s signature: Date:

For and on behalf of the Auditor General for Wales

* Delete as appropriate.



Annual internal audit report to:

Name of body: LLWYDCOED CREMATORIUM JOINT COMMITTEE

The Liwydcoed Crematorium Joint Committee’s internal audit, acting independently and on the basis of an
assessment of risk, has included carrying out a selective assessment of compliance with relevant procedures and
controls expected to be in operation during the financial year ending 31 March 2018.

The internal audit has been carried out in accordance with the Liwydcoed Crematorium Joint Committee’s needs and
planned coverage. On the basis of the findings in the areas examined, the internal audit conclusions are summarised
in this table. Set out below are the objectives of internal control and the internal audit conclusions on whether,

in all significant respects, the following control objectives were being achieved throughout the financial year to a
standard adequate to meet the needs of the Liwydcoed Crematorium Joint Committee.

Agreed" Outline of work undertaken as part of
the internal audit (NB not required if
« | detailed internal audit report presented
covered
to body)

. Appropriate books of account have

Detailed internal audit report presented to
been properly kept throughout the b

od
voar vioie ey e y

2. Financial regulations have been
met, payments were supported by bod
invoices, expenditure was approved \/ e & e y
and VAT was appropriately
accounted for.

Detailed internal audit report presented to

3. The body assessed the significant Detailed internal audit report presented to

risks to achieving its objectives b
od
and reviewed the adequacy of ‘/ e e e Y

arrangements to manage these.

4. The annual precept/levy/resource
demand requirement resulted from
an adequate budgetary process,
progress against the budget was e e e ‘/
regularly monitored, and reserves
were appropriate.

Central function and regular treasurers
reports presented to Joint Committee

5. Expected income was fully
received, based on correct prices,
properly recorded and promptly \/ © C
banked, and VAT was appropriately
accounted for.

Detailed internal audit report presented to
bod
C y

6. Petty cash payments were
properly supported by receipts,
expenditure was approved and > v \/ e
VAT appropriately accounted for.

Liwydcoed Crematorium does not operate
a petty cash account

7. Salaries to employees and
allowances to members were paid .
ayroll service
in accordance with minuted e e e \/ 4
approvals, and PAYE and NI
requirements were properly applied.

Central function administered by Council's

8. Asset and investment registers
were complete, accurate, e e e
and properly maintained.

‘/ Central Function



Agreed" Outline of work undertaken as part of
the internal audit (NB not required if
« | detailed internal audit report presented
covered
to body)

9. Periodic and year-end bank account Central Function
reconciliations were properly carried e e e
out.

10. Accounting statements prepared Central Function

during the year were prepared

on the correct accounting basis

(receipts and payments/income

and expenditure), agreed with the

cashbook, were supported by an > [ > ‘/
adequate audit trail from underlying

records, and where appropriate,

debtors and creditors were properly

recorded.

11. Trust funds (including charitable N/A
trusts). The Council/Board/
Committee has met its > L ‘/ £
responsibilities as a trustee.

For any risk areas identified by the Liwydcoed Crematorium Joint Committee (list any other risk areas below or on
separate sheets if needed) adequate controls existed:

Agreed" Outline of work undertaken as part of
the internal audit (NB not required if
.« | detailed internal audit report presented
covered
to body)

12. Insert risk area Insert text

£ B B e

13. Insert risk area Insert text

14. Insert risk area Insert text

(SR ST e

* If the response is ‘no’, please state the implications and action being taken to address any weakness in control identified
(add separate sheets if needed).

** If the response is ‘not covered’, please state when the most recent internal audit work was done in this area and when it is
next planned, or if coverage is not required, internal audit must explain why not.

My detailed findings and recommendations which | draw to the attention of the Liwydcoed Crematorium Joint Committee are
included in my detailed report to the Council/Board/Committee dated 25th September 2017.
Internal audit confirmation

I confirm that as the Council's internal auditor, | have not been involved in a management or administrative role within the body
or as a member of the body during the financial years 2016-17 and 2017-18. | also confirm that there are no conflicts of interest
surrounding my appointment.

Name of person who carried out the internal audit: MARC CRUMBIE

Signature of person who carried out the internal audit: K (/\A,\'

Date:  i4|os|2o=



Guidance notes on completing the Annual Return

1.

10.

11.

12.

13.

14.

You must apply proper practices when preparing this annual return. For guidance, please read the Practitioners’
Guide (Governance and accountability for local councils: A Practitioners’ Guide (Wales)) — available from
One Voice Wales and SLCC. It contains everything you need for the financial year-end and the statutory audit.

The Wales Audit Office Good Practice Exchange (www.audit.wales/good-practice/finance/community-
council-money) provides further information on the accounts and audit process along with guidance on
governance matters.

Make sure that the Annual Return is fully completed ie, no empty red boxes. Please avoid making any
amendments to the completed return. If this is unavoidable, cross out the incorrect entries, make sure the
amendments are drawn to the attention of the body, properly initialled and an explanation for them is provided
to the external auditor. Please do not use correction fluid. Annual returns that are incomplete or contain
unapproved and/or unexplained amendments or correction fluid will be returned unaudited and may incur
additional costs.

There are now two boxes for certification and approval by the body. The second box is only required
if the annual return has to be amended as a result of the audit. You should only complete the top box
before sending the form to the auditor.

Use a second pair of eyes, perhaps the Chair or a member, to review your Annual Return for completeness
before sending the original form to the auditor.

Make sure that your accounting statements add up, that the balance carried forward from the previous year
(line 7 of 2017) equals the balance brought forward in the current year (line 1 of 2018). Explain any differences
between the 2017 figures on this annual return and the amounts recorded in last year's annual return.

Explain fully any significant variances in the accounting statements. Do not just send in a copy of your detailed
accounting records instead of this explanation. The external auditor wants to know that you understand the
reasons for all variances. Include a detailed analysis to support your explanation and be specific about the
values of individual elements making up the variances.

Make sure that the copy of the bank reconciliation you send to your auditor with the Annual Return covers
all your bank accounts and cash balances. If there are no reconciling items, please state this and provide
evidence of the bank balances. If your Council holds any short-term investments, please note their value on
the bank reconciliation. The auditor should also be able to agree your bank reconciliation to line 9 in the
accounting statements. More help on bank reconciliation is available in the Practitioners’ Guide*.

Every small body is now required to send to the external auditor, information to support the assertions
made in the Annual Governance Statement. Your auditor will tell you what information you need to provide.
Please read the audit notice carefully to ensure you include all the information the auditor has asked for.
You should send copies of the original records (certified by the Clerk and Chair as accurate copies) to the
external auditor and not the original documents themselves.

Please do not send the auditor any information that you are not specifically asked for. Doing so is not helpful.

If the auditor has to review unsolicited information, repeat a request for information, receives an incomplete
bank reconciliation or explanation of variances or receives original documents that must be returned, the auditor
will incur additional costs for which they are entitled to charge additional fees.

Do not complete the Auditor General for Wales’ Audit Certificate and report. The external auditor
completes this on behalf of the Auditor General for Wales on completion of the audit.

Please deal with all correspondence with the external auditor promptly. This will help you to meet your
statutory obligations and will minimise the cost of the audit.

Please note that if completing the electronic form, you must print the form for it to be certified by the
RFO and signed by the Chair before it is sent to the auditor.
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Section 5 — Financial reporting
and regulatory matters

Compliance with the law and regulations
governing local authorities

Changes in legislation occur regularly within the sector and it is imperative that the
authority establishes a mechanism to ensure that its audit committee members are
aware of relevant topical legal issues.

To keep the audit committee up to date, it is worth considering including the
following on the audit committee’s agenda:

e an update of relevant circulars and correspondence from government
departments etc

o relevant minutes and papers from council meetings (these are especially
helpful for co-opted members)

e relevant reports from the Audit Commission, National Audit Office and other
relevant regulators

Financial Statements

The Audit Committee should review the Financial Statements before submission to
the full Council, focusing particularly on:

o the outcome of reviews of the effectiveness of the internal control
arrangements including internal audit

e the wording in the Statement on Internal Control and other disclosures

relevant to the Terms of Reference of the Committee

changes in, and compliance with, accounting policies and practices

unadjusted mis-statements in the financial statements

major judgemental areas

significant adjustments resulting from the audit

any relevant issues raised in the external auditor’s report to those charged

with governance

The Committee should also ensure that the systems for financial reporting to the
full Council, including those of budgetary control, are subject to review as to
completeness and accuracy of the information provided to the full Council and its
committees.

The timetable for preparing the financial statements is normally tight. If the audit
committee is to play an effective role in the process, it needs to hold a meeting
before the financial statements are formally approved. The role of the audit
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committee in the approval, and the purpose of the meeting should be made
absolutely clear. If there are any delays in preparing and auditing the financial
statements the audit committee should find out why, as they may be due to
underlying problems within the finance department or audit process.

However, the audit committee needs to ensure it does not become involved in any
details that should be dealt with more properly by the director of finance,
designated office holder or other relevant committee.

QUESTIONS FOR AUDIT COMMITTEE MEMBERS - REVIEW OF THE
FINANCIAL STATEMENTS

e Which significant items in the accounts are based on accounting
estimates? Which accounting policies followed by the authority
required an element of judgment in their application? How does the
approach taken this year to these items and policies compare with the
previous year?

e Have there been any developments in accounting standards or
generally accepted accounting practice of relevance to the authority
since the audit committee last reviewed the authority’s accounting
policies and practices?

¢ Do the financial statements satisfy all statutory and other regulatory
disclosure requirements to which the authority is subject?
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