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The Statement of Accounts for Medway Council have been prepared in accordance with the Accounts and Audit Regulations 2015 and primarily, the Code of Practice
on Local Authority Accounting in the United Kingdom 2019/20 (“the Code”) issued by the Chartered Institute of Public Finance and Accountancy (CIPFA) as adopted
for the UK public sector under the oversight of the Financial Reporting Advisory Body (FRAB).
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Introduction
Chief Finance Officer, Phil Watts
I’m proud to present Medway Council’s annual Statement of Accounts for the year ending 31 March 2020. This Statement provides information so
that members of the public, including electors and residents, Council Members, partners and other interested parties can:

The accompanying Narrative Report is designed to provide context and enable interested parties to understand Medway the place, how the Council
operates and its strategic direction, how we are performing and how we ensure the economical, efficient and effective use of the resources available. It also provides
explanations of the core financial statements, their purpose and the relationship between them.
The Statement has been prepared in accordance with the requirements of the Chartered Institute of Public Finance and Accountancy (CIPFA) Code of Practice on
Local Authority Accounting 2019/20.
The year proved to be a very challenging financial year throughout, ending with the Covid-19 pandemic impacting in March. However the full impact of Covid-19 on
our economy, our services and therefore on our income and expenditure will not be felt until 2020/21 and beyond, and will therefore be reflected in our Statements
next year.
We continue to operate in very challenging financial times, but our robust monitoring and management of resources during the last year enabled us to balance and
deliver on our 2019/20 budget and deliver a balanced budget for 2020/21. As 2020/21 develops into a year wildly different from that planned, the scale of the financial
challenge for local authorities is publicly well known. I am confident however that our strong financial governance arrangements will ensure the Council continues to
deliver services to residents delivering value for money and maintains our robust financial standing.
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• understand the overarching financial position of the Council;
• have confidence that the public money with which the Council has been entrusted has been used and accounted for in an appropriate manner;
• be assured that the financial position of the Council is sound and secure.
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Introduction (continued)
Chief Executive, Neil Davies

The council’s own housing company, Medway Development Company, is now in the early stages of development at sites across Medway.
This will provide much needed new homes for residents, including affordable accommodation and waterfront living. The housing
developments also support the council’s ongoing work to regenerate and revitalise town centres, including Gillingham. Two of the
developments are in the heart of Chatham, a historic town which has seen vast improvements over the years. The site at Chatham Waterfront
will also provide commercial space, such as restaurants and cafes, creating further job opportunities and offering visitors to the area more choice.
In the past year the council acquired the Pentagon Shopping Centre in Chatham as part of its plans to become more self-supporting. The acquisition is
anticipated to provide the council with an income to support council finances and services for local residents. It also provides the council with an opportunity to
contribute to the ongoing regeneration of Chatham.
The council also continues to push forward with plans for the development of Innovation Park Medway, opening up further economic and job opportunities.
Medway has become the biggest regeneration zone within the Thames Gateway due to the significant transformation of the area and its ongoing 20-year
regeneration programme.
Medway Council also continues to demonstrate its ability to successfully bid for funding for improvement projects across the area, including the Housing
Infrastructure Fund – a £170million major infrastructure development on the Hoo Peninsula.
I feel confident that the council’s priorities and strategic direction will allow us to continue to deliver and develop our services and provide new economic
opportunities, whilst overcoming future financial challenges.

Leader of the Council, Alan Jarrett
Medway offers excellent opportunities for its residents and businesses, due to the council’s determined priorities and innovative ability.
The council’s main focus is its commitment to support Medway’s children and families. Providing Medway’s young people with opportunities is at
the heart of the council’s work. Medway Council is committed to ensuring every child is given the support they need to thrive, be healthy and learn
well throughout their childhood.
The council has invested heavily in providing more school places, and has also set out plans to offer more choice on school places for children
with special educational needs and disabilities (SEND). Medway also benefits from excellent higher education opportunities and the council is
supportive of work to boost Medway’s skilled workforce.
Medway Council also provides an excellent service to its older residents and is one of the highest performing councils in the country for adult social care, according
to research released by IMPOWER.
As a unitary authority, the council provides all services in Medway, and continues to invest in roads, including the maintenance of Medway Tunnel. As well as its
extensive road network, including miles of on and off-road cycling paths, Medway is also filled with beautiful green spaces, which the council is committed to
protecting. The council is also taking seriously its responsibility to help tackle concerns around climate change.
Medway is already a fantastic place to live, work, learn and visit, and with the council’s innovative thinking it continues to demonstrate its commitment to shaping
Medway’s future to further boost the local economy and provide more opportunities for its residents.
Despite the ongoing financial challenges, Medway Council continues to provide residents with excellent value for money and high-quality services.
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Medway Council is committed to giving every child the best possible start in life and the council’s top priority is ensuring Medway’s children
and young people have the opportunity to thrive, remain healthy and learn well. Medway Council continues with its innovative approach to
build a sustainable future and to maximise opportunities for both its residents and businesses.

Organisational Overview, External Environment and Governance
About Medway
6
Affordable living for
all:
“London life without the
price tag”
- Daily Telegraph

148 urban
parks

5 million
visitors
each year

Population
over 275,000
and Increasing

6,000 jobs
supported
Extensive
rural area
80% of the
total land

Well connected
34 minutes by
high speed train
4 universities
12,000 students

Ageing
population

14,000 businesses
Manufacturing,
engineering, creative,
cultural, IT, digital,
health,
Increasingly
ethnically
diverse

5 urban centres
●Chatham
●Gillingham
●Rochester
●Strood
●Rainham

Home to
sporting
excellence
International
sports events

An area
of 192km²

Beautiful green
spaces
equivalent to 13 Hyde
Parks

Transformational
investment
Regeneration programmes underway
in all 5 main towns
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Rich Heritage
Outstanding
tourist
destination

Organisational Overview, External Environment and Governance (continued)
About the Council

Governance
The community is represented by 55 elected
Members, working on behalf of the 22 wards
throughout Medway. The leadership of the Council
is provided by the Conservative Group with the
political composition as follows:
•
Conservative: 32
•
Labour and Co-operative: 20
•
Independent: 2
•
Independent Conservative: 1
The Council appointed Councillor Alan Jarrett as
Leader for a four-year term at the Annual Council
meeting on 2 May 2019. The Council has adopted
the Leader and Cabinet model as its political
management structure. The Leader appointed
Councillor Howard Doe as Deputy Leader and eight
other Members to form a Cabinet.

Decision Making
The Council’s decision making arrangements are
set out within the Constitution. The Cabinet is
responsible for implementing the Council's budget
and policies as well as forming partnerships with
other key organisations. The Full Council is
responsible for setting the budget, considering
recommendations from the Cabinet and making
some decisions such as changes to the
constitution. Other decisions, such as those about
planning applications, are made by Committees.
The Leader and Cabinet are held to account by
Overview and Scrutiny Committees which are made
up of councillors from all the political groups on the
Council. The Mayor chairs Full Council meetings
and has a traditional ceremonial role.

Chief Officer Structure
Councillors are supported by the Corporate
Management Team (CMT), which is headed by the
Council’s Chief Executive, Neil Davies. CMT are
responsible for setting and monitoring overall
direction and ensuring high performance in the
delivery of Council services. Including the Chief
Executive, CMT is made up of nine members
including the Director of Regeneration, Culture and
Environment and Deputy Chief Executive, Director
of People, Director of Public Health, Chief Finance
Officer, Assistant Director - Adult Social Care, Chief
Legal Officer (Monitoring Officer), Assistant Director
- Physical & Cultural Regeneration and Assistant
Director - Front Line Services. The Monitoring
Officer is responsible for ensuring council decisions
and activities comply with laws and regulatory
frameworks, and reports on this through the Annual
Governance Statement.

Codes of conduct are in place for Councillors and
Officers that define the high ethical values and
standards of behaviour expected from, elected
members and officers to make sure that public
business is conducted with fairness and integrity.

Our vision—Growth for All
Our leadership vision is simple. Over the next 20
years Medway will be the most successful area of
economic regeneration in the south east, creating
growth for all. A place which people love and are
proud of - a great place to live, work, learn and visit.
By 2035 Medway will be a leading waterfront
university city of 330,000 people, celebrated for its
revitalised urban centres, its riverfront
developments, its stunning natural and historic
assets, and countryside.
Medway’s ambitious priorities and future plans are
rooted in and take as their starting point a complete
understanding of the many important local, regional
and national factors including demographics,
educational attainment, our local economy, and
health statistics. They are also informed by
consultation and engagement with our stakeholders

to ensure we understand local needs and priorities.
The Council’s vision and priorities are set out in our
Council Strategy and Plan.

Children and young people
Our ambition for Medway to become a great place
to live, work, learn and visit will not be possible
without our children and young people. We want
Medway to be a child-friendly city, a place where
children and young people have the best possible
start, learn well and thrive in the community whilst
having fun. Our vulnerable children and young
people will be safeguarded and all of Medway’s
children and young people will be supported to
realise their potential.
Our Improvement Plan
In August 2019 Ofsted judged our Children’s
Services to be inadequate. Our response has been
swift and comprehensive including additional
investment of more than £7m in the 2020/21
budget. The appointed Commissioner has reported
that the Council has succeeded in making progress
during the past few months despite the
considerable challenge of responding to the Covid19 crisis. We continue to focus on the delivery of
our improvement programme and while there
remain real and significant challenges we have a
collective ambition to address those.

Working Age Adults and Older People
Medway is keen for its people to thrive in the place
they live and work. We will make Medway the best
place to for people with disabilities so they can
reach their potential with the best opportunities and
for older people to grow old safely, remain
independent and age well. We want our residents
to feel valued, respected and empowered to make
healthier decisions. Medway’s economy will be one
that is compassionate and inclusive to those with
disabilities and the appropriate skills mix to ensure
that all residents are able to provide an appropriate
lifestyle for their families thereby creating healthier
communities.
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Medway Council is a unitary authority, providing all
local government services for a quarter of a million
people. We look after education, environment,
social care, housing, planning, business and much
more, everything from frontline services such as
rubbish collection and events and festivals to work
that goes on behind the scenes to ensure services
in Medway run smoothly and are cost effective.

Organisational Overview, External Environment and Governance (continued)
Regeneration

Smart Medway
The journey to a smart Medway will transform the
council's processes to make it quicker and easier for
customers to access our services online. This will
allow the public to complete processes at a time
it suits them, meets their expectations and delivers
a value for money. Changes to the way services are
delivered online help us to meet the needs of our
customers, achieve our strategic priorities and make
the best use of our resources.

Culture
Medway has announced its aspiration to become City
of Culture in 2025. Medway has a rich heritage and
great future, with so much to offer including historic
sites, award-winning country parks, excellent schools,
a thriving economy and inspirational residents.

City of Culture will create a legacy for Medway,
improve local pride within communities and
promote the cultural offer not just across Medway,
but across the country too. Medway’s aspiration will
further establish the area as a great place to live,
work, learn and visit.

Climate change
In April 2019, Medway Council declared a climate
change emergency. We are committed to
developing proposals to address the climate
emergency and reduce greenhouse gas emissions.
The proposals will inform the development of a five
year action plan for Medway. Our declaration fits
into our Council Strategy priority of making Medway
a place to be proud of. The key outcome being a
'clean and green environment'.

Our Covid-19 Response
The Covid-19 pandemic has put the spotlight on
local government and we are immensely proud of
how our teams and partners across the public,
voluntary and private sector have worked to support
our residents and businesses. The Covid-19
pandemic is profoundly impacting on our
communities and the local economy, as well the
Council’s direct income and expenditure. The
pandemic and social distancing requirements pose
significant risks to businesses and in our high
streets, to residents’ welfare, and their employment
and training opportunities which may drive
increasing demand for statutory public services.
However there may be opportunities too for inward
investment and as fewer people commuting
(particularly to London) choose Medway as a place
to live and work.
It is difficult to quantify the impact of Covid-19 at
this stage with any certainty, but the financial
pressure on the Council will be substantial – even
after the Government’s emergency Covid-19
funding and other support for local authorities is
taken into account. The Council has had to put
considerable resources

into ensuring that rough sleepers are safe during
this period and that the most vulnerable in our
community are cared for. This comes with
additional cost pressures, and the Council is also
experiencing substantial shortfalls across many of
our key income streams. However the true scale of
Covid-19’s impact on the Council’s finances will be
felt during 2020/21.

Covid-19 Recovery — Back to Better
Although we will, for some months still be in the
response phase to the pandemic, we are also now
actively planning and implementing our recovery. It
is important that we reflect on what we have
learned during this time, and the different ways we
have been working, to radically look at what we can
do differently in future and further improve the
services we deliver for Medway residents and
businesses. We play a leading role in supporting
the economic recovery of Medway, working with
partners across the public sector and industry
representatives on a range of working groups.
Just as our response to the pandemic has been
creative, selfless, and ambitious, so too should be
our approach to recovery. So rather than everything
back to normal, we are proposing that the next
steps should be to discover our Back to Better. We
remain as ambitious for Medway as we have ever
been and moving forward, we will be reviewing our
strategy base, including our Medium Term Financial
and Capital Strategies to reflect the impact of the
pandemic and our approach to continuing to deliver
the Council’s strategic objectives. We will use this
as an opportunity to identify opportunities to
improve pre-pandemic arrangements, with a view to
increasing our resilience and considering innovative
and transformational development models as we
look to the future. We will also work to influence
regional (and national) policy and strategy to
support the shaping of the wider landscape of the
new normal. Through 2020/21 the Council will
adopt a proactive evidence-led approach to ensure
that we respond to the emerging needs of residents
and businesses.
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Medway is planning for its future, with growth that
benefits our communities and values our area. We've
secured £170 million from the Housing Infrastructure
Fund to invest in improving transport and
environmental infrastructure on the Hoo Peninsula in
the next few years. Medway is the biggest
regeneration zone in the Thames Gateway and
Medway 2035 sets out our six priority areas:
• destination and placemaking - putting Medway on
the map as a smart and sustainable city
• inward investment - increasing high value
businesses and expanding high quality
employment
• innovation - continuing to support the creation and
growth of businesses
• business accommodation and digital connectivity providing the right infrastructure for business
success
• sector growth - enhancing a strong, mixed
economy
• improving employability - matching business
demand and supply of skills

Organisational Overview, External Environment and Governance (continued)
Our people

As our ongoing business change programme delivers
realigned, more efficient services we are reviewing
how they are delivered and structured to capture the
efficiencies of digitalisation. We are committed to
training and developing staff within Medway to enable
them to adapt and successfully deliver services in the
new design and structure. While already in progress,
the Covid-19 pandemic dramatically accelerated
arrangements to work more flexibly with home and
remote working the norm for many. This is impacting
on our property strategy, reducing demand on central
officer space. We are committed to succession
planning and investing in learning and development of
the workforce for the future, including our awardwinning Apprenticeship Academy, which maximises
the use of the Apprenticeship Levy for Medway.

Alternative Service Delivery Models
Shared Services
Medway Council launched its first shared service,
delivering a Building Control Service for the areas of
Medway, Gravesham and Swale in 2007, but has
more recently followed this up with a number of other
shared services with Gravesham Borough Council.
Medway currently hosts shared service arrangements
with Gravesham to provide Audit and Counter Fraud
Services, Legal Services, Payroll and HR services
and in 2019, a new shared management arrangement
was established for the Revenues and Benefits
Teams of both authorities. During 2018/19
Gravesham took the lead in hosting a shared
Licencing Service for Medway. We will

continue to explore opportunities to share services
where this benefits our residents, and opportunities
are being explored with the other Greater North
Kent Councils; Gravesham, Dartford, Maidstone
and Swale.

company is making efficiencies, is projecting
improved financial performance, and is now
working closely with other organisations including
MDC to explore the business cases for potential
future work.

Medway Development Company
Medway Council is making considerable
investments into its urban spaces and the
development of new housing is an integral part of
this process. With Medway becoming increasingly
attractive, the Council as a significant land holder
can play an important role in helping to alleviate this
pressure. New homes also reinforce economic
growth for local businesses and good quality
housing can revitalise areas. Subsequently
Medway Council has created Medway
Development Company Ltd to bring forward
housing sites. Having a directly owned company
gives Medway Council the ability to control how
new developments are delivered and relate to the
regeneration initiatives that are being driven
forward but also to maximise its financial returns by
delivering the schemes directly.

Medway Norse
In March 2013 Cabinet agreed for the joint venture
company, Medway Norse, to be established for the
provision of facilities management (FM) services
from 1 June 2013. In 2014 the joint venture also
took on responsibility for the grounds maintenance
contract and for an initial phase of school transport
for children with special educational needs
attending three schools. From October 2019,
Medway Norse took on responsibility for the
Council’s Waste Collection and Street Cleansing
Contracts. The Medway Norse Joint Venture
Company was established to:
• Provide services to the Council more efficiently
to give better value for money,
• Grow the business through taking on external
contracts, and
• Increase employment opportunities for local
people.
Like all significant employers Medway Norse faces
a number of challenges including inflationary
pressures and increases in the national living wage,
however the generation of additional business and
delivery of cost saving measures means the JV
continues to be profitable. Under the terms of the
joint venture agreement, Medway Council receives
50% of any profit received.

Medway Commercial Group (MCG)
In November 2015, Cabinet agreed to the creation
of a 100% Local Authority owned trading company,
to commence trading from 1 April 2016 and deliver
CCTV, telecare, community alarms and out-ofhours services, with a view to trading externally and
growing the business such that it could eventually
return an income back to the Council. Following
early success in reducing the cost of those services
to the Council, Schools Traded Services (Energy,
Health and Safety Cleaning, Catering and Waste
Management Compliance), and Temporary,
Contract and Interim staffing were also transferred
to the company. MCG recorded a loss in 2017/18
and following a review of the company and its
trading, the governance and board structure of
MCG were brought into line with the Council’s
Housing Company, MDC along with strengthened
monitoring and reporting arrangements. The

Other Partnership Working
We cannot achieve our vision for Medway on our
own. The Covid-19 pandemic shone a light on the
strength of partnership working in Medway and
beyond, and we continue to enjoy strong working
relationships with a wide variety of partners across
public, private and voluntary and community sector
organisations.
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We currently employ 1,853 Full Time Equivalent
(FTE) staff to deliver services for Medway and
achieve the objectives in our Council Plan. We are
committed to supporting, developing and engaging
with our staff and offer a wide range of professional
qualification and skills based training to ensure our
specialist teams are adequately skilled to deliver high
quality services. As a result our workforce is vibrant
and dedicated to our objectives and journey, and our
low turnover ensures we retain experience.

Operational Model
Our Directorates and the services they provide

10
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Operational Model (continued)
Business Support Department
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Operational Model (continued)
Children and Adults Directorate
12
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Operational Model (continued)
Regeneration, Culture and Environment Directorate
13
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Strategy and Resource Allocation
Delivering value for money

The Council has arrangements in place to monitor
performance and the achievement of our strategies
and plans, with Council Plan Performance Monitoring
reported quarterly to Cabinet and Overview & Scrutiny
Committees. Since 2019/20 we have incorporated our
Strategic Risk reviews into that report, and from
2020/21 these will appear on the same meeting
agendas as our financial performance reporting to
support Member decision making and the broader
assessment of the Council’s performance. Details of
our performance for 2019/20 are set out on page 16.
The Council’s external auditors are required each
year to deliver an opinion on the Value for Money
arrangements in place for securing economy,
efficiency and effectiveness in the use of resources.
The Council’s VFM conclusion has been unqualified
(positive) for many years.

Funding
The Council’s net revenue budget is funded from four
principal sources:
• Grant support from central government in the
form of Revenue Support Grant and other
specific grants, including Public Health Grant

At the beginning of the national response to the
emerging Covid-19 pandemic in the UK, on 16
March the Communities Secretary assured Local
Government Leaders that: “This government stands
with local councils at this difficult time. Everyone
needs to play their part to help the most vulnerable
in society and support their local economy. The
government will do whatever is necessary to
support these efforts.” The Government then
announced a wide range of financial support
packages for individuals, businesses and public
sector bodies leading the Response, including
emergency funding for councils.
The Treasury has launched the spending review
which is due to conclude in the autumn, at which
point the Chancellor is expected to set out spending
totals for every government department for either
the next three years, or as more recently indicated,
for one year as the response to Covid-19 continues.
Until the government settlement for each
department, and specifically for local authorities is
confirmed, funding remains the most significant risk
to the Council as set out on the Strategic Risk
Register.

Our Financial Strategies
The Council’s annual budget and council tax setting
establishes the Council’s budget framework and
sets out the funding of services.
Refreshed each year, the Medium Term Financial
Strategy (MTFS) identifies the key issues that need
to be addressed as part of that budget preparation.
The MTFS needs to be viewed in conjunction with
the Council Strategy and Council Plan; the MTFS is
built around the framework of priorities and
outcomes set out in the Council Plan to integrate
budget setting with service planning and ensure
that priorities and funding are matched.
Our Capital Strategy provides a high level overview
of how capital expenditure and the way it is
financed contribute to the provision of services. It
also provides an overview of how associated risk is
managed and the implications for future financial
sustainability and sets out the governance
processes for approval and monitoring of capital
expenditure.
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We are committed to delivering efficient and effective
services for Medway residents, businesses and
visitors. We responded to years of successive
reductions in government funding by delivering
significant transformation programmes, reducing the
cost of service delivery while increasing efficiency and
improving services. We continue to deliver more than
70 services, providing support and opportunities to
residents living across the five towns while our
residents continue to pay the lowest council tax in
Kent.

2019/20 was the last of the four year government
settlement agreed in 2015, but the budget also
included additional funding for social care
announced in the Chancellor’s Autumn Budget in
2018. Kent and Medway were also unsuccessful in
applying for a second year of the Business Rates
Retention Pilots meaning the growth and benefit
enjoyed in 2018/19 was not replicated in 2019/20.
Moving forward, in September 2019, the Chancellor
delivered a one year Spending Round, setting
departmental spending plans for the 2020/21
financial year. This settlement would represent the
biggest real terms increase in annual spending
power for local government in a decade,
incorporating both increased grant allocations and
flexibility to generate additional income through
local taxation.

Risks and Opportunities
Strategic Risk Register—Current Risks

The Council has a long-established process in
place to identify the principal risks that may
influence or impact on the delivery of services. The
Council’s Risk Management Strategy is reviewed
annually to ensure it remains up to date, and sets
out the process by which the Council identifies,
analyses, evaluates and treats the risks and
opportunities it faces both on a strategic and
operational level. The process requires
judgements to be made on the likelihood and
impact of a potential risk and enables us to
develop and implement appropriate controls to
manage or mitigate these risks to reduce the
impact.

Full details of each risk on the current register,
including scores and arrangements in place to
manage them, is included in the latest full version
reported to the Cabinet in August 2020.

Cyber security—There are no mitigations that are
completely effective against malware infection,
however we are working to improve resilience
without disrupting the productivity of services.

Finances—Demographic pressures in adult social
care, children’s care and SEND have been
exacerbated by the impact of the Covid-19 pandemic,
and additional funding to date relates only to
2020/21.

Lack of resources to keep young people with
SEND safe due to increasing demand and
complexity of need pressures—Pressures from
increasing demand and complexity of special
educational need and disability place extreme
pressure on High Needs Budget, impacting our
ability to support children and young people.

For 2019/20 we increased the frequency of the
arrangement to review and update the Strategic
Risk Register from six monthly to quarterly. To
better assist Members making informed decisions,
we also amalgamated the review of the Strategic
Risk Register into the Council Plan Monitoring
Reports, providing information on progress with
the Council’s key objectives alongside action plans
to manage the risk to the achievement of those
objectives. These combined reports have been
presented to the Cabinet and Overview and
Scrutiny Committees throughout 2019/20 and for
2020/21 these will appear on the same agenda as
the financial monitoring reports.
Risk is considered in all Council decisions with a
risk assessment required in the standard CMT and
Cabinet/Committee report template.
In March 2019 the Council implemented the
Emergency Planning procedures in response to
the Covid-19 Pandemic, with a risk assessment in
line with the Council’s Risk Management Strategy
forming the basis of all decision making and
governance arrangements throughout the
Response. The impact of Covid-19 is reflected on
each risk in the latest Strategic Risk Register.

Medway’s economic recovery from Covid-19—The
impact of mandatory closures and social distancing
requirements on residents and businesses increases
demand for statutory services while reducing income
from local taxation.
Changing demographics of older people and working
age adults—Projected increases in demand for and
complexity of need in adult social care has coincided
with increased demand due to Covid-19.
Keeping vulnerable adolescents safe— Delivery of
the Council’s corporate parenting responsibilities is
challenging in the face of factors including CSE,
Gang Culture, Offending and Re-offending, growing
up in the care system without proper transition to
adulthood.
Non-delivery of Children’s Services improvement—
We are committed to deliver our improvement plan
and achieve more positive outcomes for children and
young people in Medway, but risk losing control of the
service if this is not successful.
Data and information—Our increased reliance on
digital technology both for customers and the Council
brings with is an increased information risk
particularly regarding personal and health data.
Alternative service delivery models—A lack of robust
management of these delivery models can lead to
underperformance.

Business continuity and emergency planning—As
a local authority we are required to have robust
emergency management and response
arrangements while continuing to deliver core
services throughout incidents.
Delivering regeneration—It is vital the benefits are
felt by the population of Medway, however
economic uncertainty could delay regeneration
and growth, impacting on strategic decisions and
inward investment.
Homelessness—Increasing demand for temporary
accommodation and increased rough sleeping
have combined with reductions in income due to
Welfare Reform.

Opportunities
The Council has a strong track record of
maximising opportunities alongside managing risk,
most notably in delivering significant
transformation programmes in response to risks
around reduction in government grant and local
income.
Following the Response to Covid-19, we are
planning and implementing our recovery—’Back to
Better’ to realise the opportunities around
increased digital interactions with customers, a
shift to more remote/home working and increased
resilience and efficiency in the delivery of our
services.
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Risk Management

Performance Management
Medway Council Strategy is our overarching strategy and sets out our vision, priorities, ways of working and the outcomes we expect to achieve. The Medway
Council Plan sets out how we'll achieve the outcomes outlined in our Strategy and the measures we'll use to track our performance. Quarterly Council Plan
monitoring reports are published via Cabinet and Overview and Scrutiny Committee agendas with full commentary on all measures and outcomes provided.

Place

Growth

83% of people completing an adult weight
management service have reduced their cardio
vascular risk.

7 green flags awarded; the national standard that
recognises well managed green spaces.

£170m awarded from the Housing Infrastructure
Funds (HIF) to support the delivery of 10,600 new
homes on the Hoo Peninsula

Annual Healthy Weight Summit.

Over 15,961 of volunteer hours spent working on
Medway's greenspaces.

100% of special schools judged to be good or
better

97% of streets free from litter when surveyed (Q4
19/20)

99.8% pass rate for Medway Adult Education
learners

64% of children reached the required standard in
Reading, Writing and Math.

87% satisfaction with refuse collection (Q4 19/20)

First Skills and Employability Summit held with
over 130 people attending

93.1% of maintained schools graded good or
better
Improving average progress 8 score with Medway
rising 5 places in Local Authority ranking.

Secured a grant of £1.6m from Historic England
towards High Street Heritage Action Zone
Secured £2.5m (jointly with Kent County Council)
of European Structural and Investment Funds
(ESIF) to support inward investment.

432 jobs created and 60 protected during 2019/20.

£100,000 has been secured to run a Supported
Employment pilot, helping people with learning
disabilities into work.
First homes occupied at Rochester Riverside and
new hotel now open

Where performance is below target, arrangements are in place for ‘deep dive’ reviews to be carried out to understand factors driving reduced performance, and
to determine actions to for improvement. The results of these activities are reported through the Quarterly Council Plan monitoring reports to Cabinet.
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Financial Performance
Financial Review of 2019/20

In response to the second round of revenue
forecasts presented to Cabinet in November 2019,
which indicated a pressure of £6.695million, the
Council formulated a significant package of
management action and implemented a strict
moratorium on non-essential spend. Despite the
disruption caused by Covid-19 late in the financial
year, the continued work to manage expenditure,
allied to the review of the Minimum Revenue
Provision (MRP) and our share of the Government
surplus on the business rates levy meant that the
final outturn represented a net underspend on
services of £2.8million, and a further £2million of
collection fund surpluses which were transferred to
the Council’s usable general fund reserves.
Treasury Management
The Council’s Treasury Outturn was reported to
Audit Committee in July 2020 confirmed that the
Council complied with its legislative and regulatory
requirements in the delivery of the treasury function
in 2019/20. The report also confirmed that
borrowing was only undertaken for a capital
purpose and the statutory borrowing limit was not
breached.

The Council also had £270,2m long-term borrowing
as at 31 March 2020 (31 March 2019, £211.9m),
primarily in the form of PWLB and market loans. In
addition short term borrowing stood at £33.7m at 31
March 2020 (£41.7m at 31 March 2019).
The Council achieved and average return of 0.88%
on its cash investments (1.22% in 2018/19). In
addition property fund investments yielded an
overall return of 0.95% based on original cost
(5.88% in 2018/19). The return on property funds
comprises dividends received and the change in
the capital value of the investments.
The Level of Working Balances and Reserves
The council’s working balances stood at £15.144m
as at 31 March 2020 (£10.114m at 31 March 2019).
The increase of just over £5m relates to the
strategy to increase these reserves to assist with
the Councils financial resilience during difficult
times.
The council also holds earmarked reserves, kept for
specific types of expenditure in the future. The total
amount of earmarked reserves held as at 31 March
2020 is £17.953m (£18.221m at 31st March 2019).

Financial outlook
Commencing in Summer 2019, during formulation
of the MTFS, and continuing throughout the
overview and scrutiny process, officers worked
closely with portfolio holders to identify savings,
efficiencies and income generating measures to

achieve a balanced budget, without recourse to
reserves and whilst attempting to minimise the
impact on service delivery. On 20 February 2020
Council approved the balanced budget for 2020/21.
Following our initial response to Covid-19 we are
now working on our recovery plans, aiming to go
‘Back to Better’ and realise the benefits of changed
ways of working and interacting with our customers.
During 2020/21 we have received significant
additional funding, including non-ringfenced
emergency support for local authorities, to enable
us to meet additional cost pressures and income
shortfalls arising from Covid-19. The first round of
revenue monitoring for 2020/21 forecasts full use of
this funding and results in a pressure of £756,000,
considerably lower than that forecast in recent
years and achievable only through this additional
funding.
The local government sector as a whole will need
significant additional financial support from the
government to offset continued expenditure and
income pressures arising from the ongoing
pandemic. We await the Chancellor’s Autumn
Statement and continue to lobby government to
ensure local authorities are adequately supported
to throughout 2021/22 and beyond.
Our Medium Term Financial Strategy is in
development, will be presented to Cabinet in
September 2020 and will set out our key
assumptions and judgements around demographic
growth, increasing demand for services, income
from local taxation and fees and charges, and
around anticipated government funding.
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We are proud of how we have managed our
finances over the past decade as resources
available to local government were successively
reduced. We continue to levy the lowest council tax
in Kent and despite that have continued to deliver
excellent services and, in some cases, protect
services that other local authorities have been
forced to stop providing. This has been achieved by
taking a forward-looking approach to everything we
do including effective financial planning across all
our services, our transformation programme,
alternative service delivery initiatives, partnership
work with other councils, taking a more commercial
approach to our operations and successfully
securing external funding opportunities.

Total investments managed in-house as at 31
March 2020 stood at 40.5million (2018/19, £11.5m)
and externally managed of £28.9m (£.29.6m in
2018/19). During 2019/20 the council operated a
prudent investment strategy with investment
priorities being security first, liquidity second and
then return. Funds are invested in loans to other UK
local authorities, Property Funds and bank
deposits.

Financial Performance (continued)
How the Authority's Budget has Changed
£'000

18
291,099

3,332
3,259
11,983
(12,228)

6,346
297,445

Budget Requirement 2019/20
Financed By:
National Non-Domestic Rates (NNDR) Redistribution
Revenue Support Grant (RSG)
Other Specific Grant
Council Tax
Reserves
Total

NNDR Redistribution
Revenue Support Grant/
Baseline Need Funding
Total

£'000
290,278
821

53,966
6,053
117,625
119,651
150
297,445

Summary of the Local Government Finance Settlement 2019/20
Final
Final
2018/19
2019/20
£'000
£'000
£'000
60,094
53,966
0
60,094

6,053
60,019

Change
(6,128)
6,053
(75)

%

(10.2%)
100.0%
(0.1%)

The tables above show that 2019/20 was a financially difficult year with an 0.1% cut in Local Government Finance Settlement against the comparable figure for
2018/19. Funding from the Local Government Finance Settlement has been increased by 1.8% in 2020/21 with the introduction of the Baseline Need Funding.
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Budget requirement 2018/19
Changes in function and funding
Adjusted Base Budget
Inflation
Other cost pressures
Service pressures
Efficiency and other savings

Financial Performance (continued)
During the year, the Council regularly reviewed its performance against its Budget Requirement, with these reports available publicly from the www.medway.gov.uk.
The final outturn position for the year is shown in the table below, together with how this expenditure was financed:
Directorate

Total Management Accounts Variance against Budget Requirement
Funding:Contribution from Reserves
Revenue Support Grant
Covid-19 Emergency Grant
Non-Domestic Rates Retention
Council Tax
Dedicated Schools Grant
Other School Grants
Other Specific Grants
New Homes Bonus
Public Health Grant
Total Funding
Total Funding and Expenditure Variance

Income
£'000
(105,074)
(67,951)
(54,928)
(227,954)

0

Net
£'000

9,374
231,042
73,696
314,111

Budget
£'000
9,949
224,909
76,028
310,885

Variation
£'000
(575)
6,133
(2,332)
3,226

(834)

(834)

(413)

(421)

0

(834)

(834)

(413)

(421)

0
1,483
6,872

(399)
0
0

(399)
1,483
6,872

(263)
1,455
12,220

(136)
28
(5,348)

8,355

(1,233)

7,122

12,999

(5,877)

1,361
0

0
(24,012)

1,361
(24,012)

1,361
(24,012)

0
(0)

1,361

(24,012)

(22,651)

(22,651)

(0)

551,781

(253,199)

298,582

301,233

(2,651)

0
0
0
0
0
0
0
0
0
0
0

2,458
(6,053)
(6,628)
(54,129)
(119,651)
(83,195)
(3,847)
(8,797)
(1,978)
(16,762)
(298,582)

2,458
(6,053)
(6,628)
(54,129)
(119,651)
(83,195)
(3,847)
(8,797)
(1,978)
(16,762)
(298,582)

(355)
(6,053)
(6,628)
(53,966)
(119,651)
(83,195)
(3,847)
(8,797)
(1,978)
(16,762)
(301,233)

2,813
0
0
(162)
0
0
0
0
0
0
2,651

0

0

0

Amounts shown above for Council Tax and Non-Domestic rates are derived from the Collection Fund. These figures differ from the amounts shown in the
Comprehensive Income and Expenditure Account due to timing differences in the recognition of surpluses and deficits.
Full details, including notes on individual variances within directorates can be found within the Outturn Report that was considered at Cabinet on 9 June 2020.
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Business Support Department
Children & Adult Services (inc. Public Health)
Regeneration, Culture, Environment and Transformation
Sub-total Included in Cost of Services in Statutory Accounts
Amounts included within management accounts but excluded
from services within statutory accounts:
Investment Properties (included in BSD in Management Accounts)
Sub-total included within Business Support Department in
Management Accounts but included within Other Operating
Income and expenditure within the Statutory Accounts
Medway Norse
Levies
Interest & Financing
Sub-total Other Operating Income and Expenditure within the
Statutory accounts
Repayment of Debt
Depreciation Credit
Amounts included within Interest & Financing in Management
Accounts but excluded from Surplus or Deficit on the Provision of Services within the Statutory Accounts

Expenditure
£'000
114,447
298,993
128,624
542,065

Financial Performance (continued)
Housing Revenue Account
Budget Requirement:
Housing Revenue Account
Total Funding and Expenditure
Variance

Expenditure
£'000

Income
£'000

Net
£'000

Budget
£'000

Variation
£'000

13,749

(14,408)

(658)

(216)

(442)

13,749

(14,408)

(658)

(216)

(442)

Capital Expenditure
Capital Expenditure relates to expenditure to
acquire, construct, enhance or replace tangible noncurrent assets such as land, buildings or major
pieces of equipment that will be used to provide
services over a number of years in the form of a
capital programme to achieve the council’s strategic
objectives and priorities.
In 2019/20 the Council spent £77.651m on General
Fund and £5.602m Housing Revenue Account
capital schemes. Of this, £73.634m on the creation
of new fixed assets or enhancement of existing
assets used in the provision of services in the
Medway area. Major schemes completed included
the provision of new classrooms, improvements to
school infrastructure, highways improvements,
regeneration schemes, improvements to the
Council's housing stock and building of new housing
stock.. The remainder of expenditure of £9.619m
relates to “Revenue Expenditure Funded from
Capital under Statute” (see Note 28 Accounting
Policies page 106).
The final capital outturn position for the year is
shown in the table (see right) together with how this
expenditure was financed:

Capital Budget 2019/20

Directorate/Service
Business Support
Children and Adults (inc. Public Health)
Regeneration, Culture, Environment
and Transformation
Member Priorities
Housing Revenue Account
Total

Approved
Programme
2019/20+
£'000

Forecast
Spend
2019/20
£'000

Outturn
2019/20
£'000

Variation to Slippage to
Forecast
2019/20
2020/21+
£'000
£'000

178,740
33,109

43,608
7,750

40,040
7,903

(3,568)
153

138,700
25,206

247,623
366
15,670
475,508

19,108
326
5,795
76,587

29,705
3
5,602
83,253

10,597
(323)
(193)
6,666

217,918
363
10,068
392,255

Funding source
Borrowing (supported capital expenditure and unsupported)
Government Grants and Other Contributions
Major Repairs and Other Contributions
Capital Receipts
Developer Contributions
Revenue and Reserves
Total

£'000
55,265
17,192
3,823
326
3,898
2,749
83,253
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The Housing Revenue Account (HRA) reflects the
income and expenditure related to the provision of
housing accommodation by the Council.

Commentary on Financial Statements
Independent auditor’s report

The Statement of Accounts includes the financial
statements of the Authority, the Statement of
responsibilities to prepare the Statement of
Accounts and the independent auditor’s opinion on
the financial statements.

The independent auditor is required to publish an
opinion on the financial statements as to whether
they give a true and fair view of the financial
position and the expenditure and income of the
Authority for the year in question. The Auditor also
has a responsibility to satisfy himself/herself that
the Authority has put in place proper arrangements
to secure economy, efficiency and effectiveness in
its use of resources by review and examination of
the Authority’s corporate performance management
and financial management arrangements against
criteria specified.

Statement of responsibilities
This Statement sets out the responsibilities of the
Authority and the Chief Finance Officer in respect of
the proper administration of the financial affairs of
the Authority and for the preparation of the
Statement of Accounts. The Chief Finance Officer
has to certify that the accounts present a ‘true and
fair’ view of the financial position of the Authority as
at 31 March 2019 and its income and expenditure
for the year.

Annual Governance Statement
The Authority is required to carry out an annual
review of the effectiveness of the system of internal
control and to include a report accompanying the
Statement of Accounts. This Statement explains
how the Authority has complied with the 'CIPFA/
SOLACE Delivering Good Governance' Framework
during the year and up to the date of the approval
for publication of the Statement of Accounts. The
Annual Governance Statement is set out on pages
23 to 33.

Core Financial statements and notes
The financial statements comprise the core
financial statements of the Authority
(Comprehensive Income and Expenditure
Statement, Movement in Reserves Statement,
Balance Sheet and Cash Flow Statement), the
notes to the core financial statements (the
accounting policies and supplementary
information), and supplementary information
required by proper practices (Housing Revenue
Account Income and Expenditure Statement,
Movement on Housing Revenue Account
Statement and Collection Fund).
The core statements are set out on pages 37 to 43.

Comprehensive Income and
Expenditure Statement
This Statement shows the accounting cost in the
year of providing services in accordance with
generally accepted accounting practices, rather
than the amount to be funded from taxation.

Authorities raise taxation to cover expenditure in
accordance with regulations; this may be different
from the accounting cost. The taxation position is
shown in the Movement in Reserves Statement.

Movement in Reserves Statement
This Statement shows the movement in the year on
the different reserves held by the Authority,
analysed into ‘usable reserves’ (i.e. those that can
be applied to fund expenditure or reduce local
taxation subject to the need to maintain a prudent
level of reserves and any statutory limitations on
their use (for example the capital receipts reserve
that may only be used to fund capital expenditure or
repay debt) and unusable reserves i.e. those that
the Authority is not able to use to provide services.
This category of reserves includes reserves that
hold unrealised gains and losses (for example the
revaluation reserve), where amounts would only
become available to provide services if the assets
are sold; and reserves that hold timing differences
shown in the ‘adjustments between accounting
basis and funding basis under regulations’ line. The
total comprehensive income and expenditure line
shows the true economic cost of providing the
Authority’s services, more details of which are
shown in the Comprehensive Income and
Expenditure Statement. These are different from
the statutory amounts required to be charged to the
General Fund balance and Housing Revenue
Account for Council Tax setting and dwelling rent
setting purposes. The net increase / decrease
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Statement of Accounts

Commentary on Financial Statements (continued)
Notes to the principal financial
statements

Balance Sheet
The Balance Sheet shows the value as at the end
of the accounting period of the assets and liabilities
recognised by the Authority. The net assets of the
Authority (assets less liabilities) are matched by the
reserves held by the Authority.

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

The notes to the principal financial statements
present information about the basis of preparation
of the financial statements and the specific
accounting policies used, disclose additional
information required by the Code that is not
presented elsewhere in the financial statements,
and provide information that is not presented
elsewhere in the financial statements, but is
relevant to an understanding of any of them. These
notes are set out on pages 44 to 143.
The supplementary financial statements are set out
on pages 144 to 157 and are presented as follows:

Housing Revenue Account (HRA)
Income and Expenditure Statement
The HRA Income and Expenditure Statement
shows the accounting cost in the year of providing
housing services in accordance with generally
accepted accounting practices, rather than the
amount to be funded from rents and government
grants. Authorities charge rents to cover
expenditure in accordance with regulations; this
may be different from the accounting cost. The
increase or decrease in the year, on the basis of
which rents are raised, is shown in the Movement
on the HRA Statement.

Movement on the Housing Revenue
Account Statement
This statement shows how the HRA Income and
Expenditure Account surplus or deficit for the year
reconciles to the movement on the Housing
Revenue Account Balance for the year end.

The Collection Fund is an agent’s statement that
reflects the statutory obligation for billing authorities
to maintain a separate Collection Fund. The
Statement shows the transactions of the billing
authority in relation to the collection from taxpayers
and distribution to local authorities and the
Government of Council Tax and non-domestic
rates.

Glossary
A glossary of terms has been included in this
document to explain some of the technical
accounting language used to assist the reader and
is set out on pages 158 to 165.
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before transfers to earmarked reserves line shows
the statutory General Fund balance and Housing
Revenue Account balance before any discretionary
transfers to or from earmarked reserves undertaken
by the Authority.

Collection Fund
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GAD estimated the impact on past service liabilities to be 3.2% of active liabilities based on a salary increase assumption of CPI plus 1.5%
p.a.
Adjusting this to reflect the Employer’s own salary increase assumption (which is that salaries will increase at 1.0%
p.a. above CPI), gives an estimated impact of 2.1% of active liabilities.
Adjusting this to allow for the additional accrual of liabilities since 31
March 2019 and an approximate adjustment to strip out members
who joined the Scheme who are unlikely to be affected by the
outcome of the judgement gives an estimated impact of 2.0% of
active liabilities.
This is equivalent to 0.6% of the Employer’s total
liabilities at the accounting date (i.e. active liabilities
are estimated to be 29% of the Employer’s total
liabilities at the accounting date).

GAD estimated the impact on the service cost to be 3.0% of payroll based on a salary increase assumption of CPI plus 1.5% p.a.
Adjusting this to reflect the Employer’s own salary increase assumption (as set out above), gives an estimated
impact of 2.0% of payroll.
Making an approximate adjustment to strip out members who are
unlikely to be affected by the outcome of the judgement gives an
estimated impact of 1.0% of payroll.
This is equivalent to 3.1% of the projected service
cost.
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Section F
Supplementary Financial
Statements

New Housing, Petham Green, Twydall

Housing Revenue Account

Paralleling the treatment for the Council’s wider
operations, the transactions relating to the HRA
have been separated into two statements:

• the HRA Income and Expenditure Statement
• the Movement on the HRA Statement
As the Movement on the HRA Statement
incorporates the surplus or deficit on the HRA
Income and Expenditure Statement, it effectively
meets the statutory requirement to include the HRA
as a single statement in the Statement of Accounts.
The net movement will reconcile to the statutory
outturn for the HRA, even though some of the gross
transactions posted to the two statements will not
have been specified in the statutory arrangements.

Income and Expenditure
Statement
This statement analyses in more detail the income
and expenditure on HRA services included in the
whole Authority Surplus or Deficit on the Provision
of Services. This Income and Expenditure
Statement shows the economic cost in the year of
providing housing services in accordance with
generally accepted accounting practices, rather
than the amount to be funded from rents and
government grants. The Authority charges rents to
cover expenditure in accordance with regulations;
this may be different from the accounting cost. The
increase or decrease in the year, on the basis on
which rents are raised, is shown in the Movement
on the Housing Revenue Account Statement.

2018/19
£'000
Expenditure
3,163 Repairs & maintenance
3,736 Supervision and management
158 Rents, rates, taxes and other charges
Depreciation, impairment and revaluation movements of non1,319 current assets
169 Revenue Expenditure Funded from Capital Under Statute
73 Debt management costs
57 Movement in the allowance for bad debts
8,675 Total Expenditure
Income
(12,739) Dwelling rents
(193) Non-dwelling rents
(1,359) Charges for services and facilities
(14) Contributions towards expenditure
(37) Reimbursement of Costs
(14,342) Total Income

Net Cost of Housing Revenue Account Services as included
in the whole authority Comprehensive Income and
(5,666) Expenditure Statement
99 HRA services share of Corporate and Democratic Core
HRA share of other amounts included in the whole authority
10 Cost of Services but not allocated to specific services

Net Expenditure/(Income) for Housing Revenue Account
(5,558) Services
HRA share of the operating income and expenditure
included in the Comprehensive Income and Expenditure
Statement:
(505) (Gain) or loss on sale of HRA non-current assets
2,063 Interest payable and similar charges
(57) Interest and investment income
113 Net interest on the net defined benefit liability (asset)
Deficit/(Surplus) for the year on Housing Revenue Account
(3,943) Services

HRA
Notes

2019/20
£'000

144

2,892
3,403
167

3
4
6

10,066
73
63
88
16,752
(12,775)
(215)
(1,248)
(29)
(72)
(14,339)

2,413
99
0
2,512

(745)
2,063
(68)
159
3,921
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The Housing Revenue Account (HRA) is a record of
revenue expenditure and income relating to the
Authority’s housing stock. Its primary purpose is to
ensure that expenditure on managing tenancies
and maintaining dwellings is balanced by rents
charged to tenants. Consequently, the HRA is a
statutory account, ring fenced from the rest of the
General Fund, so that rents cannot be subsidised
from council tax (or vice versa).

Housing Revenue Account (continued)

Movement on the Housing
Revenue Account Statement
2018/19
£'000
(4,911) Balance on the HRA at the end of the previous reporting period
(3,943) (Surplus) or deficit for the year on the HRA Income and Expenditure Statement
2,551 Adjustments between accounting basis and funding basis under statute (HRA
Note 1)
(1,392) Net (increase) or decrease before transfers to or from reserves
1,188 Transfers to or (from) Earmarked HRA reserves
0 Transfers to or (from) GF reserves
(204) (Increase) or decrease in year on the HRA
0 Contribution towards Capital from Reserves
(5,115) Balance on the HRA at the end of the current reporting period

2019/20
£'000
(5,114)
3,921
(4,508)
(587)
(220)
0
(807)
627
(5,294)
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This Statement shows how the HRA Income and
Expenditure Account surplus or deficit for the year
reconciles to the movement on the Housing
Revenue Account Balance for the year end.

145

Notes to the Housing Revenue Account
2018/19
£'000
Adjustments primarily affecting the Capital Adjustment Account:
(3,680) Charges for depreciation and impairment of non-current assets
2,362 Revaluation movements on Property, Plant and Equipment
(169) Revenue Expenditure Funded from Capital Under Statue

2019/20
£'000
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(3,724)
(6,342)
(73)

Amounts of non-current assets written off on disposal or sale as part of the gain/
(699) loss on disposal to the Comprehensive Income and Expenditure Statement
(1,040)
Insertion of items not debited or credited to the Comprehensive Income and Expenditure Statement:
158 Capital Expenditure charged Against HRA Balances
1,493
Adjustments primarily involving the Capital Receipts Reserve:
Transfer of cash sale proceeds credited as part of the gain/loss on disposal to
1,204 the Comprehensive Income and Expenditure Statement
1,785
Adjustments primarily involving the Major Repairs Reserve:
3,680 Transfer from HRA to the Major Repairs Reserve
Adjustments primarily involving the Financial Instruments Adjustment Account:
Amount by which finance costs charged to the Comprehensive Income and
Expenditure Statement are different from finance costs chargeable in the year in
(10) accordance with statutory requirements
Adjustments primarily involving the Pensions Reserve:
Reversal of items relating to retirement benefits debited or credited to the
(492) Comprehensive Income and Expenditure Statement
Employer’s pension contributions and direct payments to pensioners payable in
199 the year
Adjustments primarily involving the Accumulated Absences Account:
Amount by which officer remuneration charged to the Comprehensive Income
and Expenditure Statement on an accruals basis is different from remuneration
(1) chargeable in the year in accordance with statutory requirements
2,551 Total Adjustments

3,724

0

(521)
190

0
(4,508)
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1 Adjustments between
Accounting Basis and Funding
Basis under Statute

Notes to the Housing Revenue Account (continued)

2 Stock

147

The Council managed 2,292 rentable dwellings as
at 31 March 2020. The movement in stock is
analysed as follows:

Stock Type
Houses
Flats
Maisonettes
Bungalows
Total

1 April

2019 Adjustments
1,259
0
1,250
(3)
213
0
283
0
3,005
(3)

Additions

0
1
0
6
7

Disposals
(10)
(7)
0
0
(17)

31 March
2020
1,249
1,241
213
289
2,992

Non-Rentable Dwelling Stock
The Council owned one non-rentable dwelling as
at 31 March 2020.

Stock Type
Flats
Total

1 April
2019

1
1

Adjustments
0
0

Additions

0
0

Disposals

0
0

31 March 2020
1
1

Non-Dwelling Stock
The Council owned 864 non dwellings as at 31
March 2020. The movement in stock is analysed
as follows:

Stock Type
Garages
Garages with water
Carports
Carspaces
Underground carspaces
Commercial Property
Total

1 April
2019
Adjustments
381
0
184
0
78
0
194
0
26
0
0
0
863
0

Additions

Disposals
0
1
0
0
0
0
1

0
0
0
0
0
0
0

31 March
2020
381
185
78
194
26
0
864
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Rentable Dwelling Stock

Notes to the Housing Revenue Account (continued)

3 Non-Current Assets

Movements on Balances 2019/20
Cost or valuation 1 April 2019
Assets Under Construction brought into use
Additions
Revaluation increases/(decreases) recognised in
the Revaluation Reserve
Revaluation increases/(decreases) recognised in
the Surplus/Deficit on the Provision of Services
Derecognition – disposals
Other movements in cost or valuation
Cost or valuation as at 31 March 2020
Depreciation as at 1 April 2019
Depreciation charge
Depreciation written out to the Revaluation
Reserve
Depreciation written out to the Surplus//Deficit on
the Provision of Services
Derecognition – disposals
Depreciation as at 31 March 2020
Net Book Value
As at 31 March 2019
As at 31 March 2020

Other Land Assets Under
Dwellings and Buildings Construction
£'000
£'000
£'000
167,074
3,934
169
1,000
0
(1,000)
4,446
17
1,067

Total
£'000
171,176
0
5,529

(713)

(15)

0

(728)

(9,343)
(1,061)
0
161,402
0
(3,449)

(1)
0
(2)
3,931
(3)
(275)

0
0
0
236
0
0

(9,344)
(1,061)
(2)
165,570
(3)
(3,724)

437

263

0

700

2,991
21
0

11
0
0

0
0
0

3,002
21
(4)

167,074
161,402

3,931
3,931

169
236

171,173
165,570

| Statement of Accounts 2019/20 | Supplementary Statements

In accordance with Government guidelines,
dwellings have been valued at their ‘existing use
with vacant possession’ based upon beacon
values and then reduced to reflect ‘existing use for
social housing’. This value is included within the
Balance Sheet. The vacant possession value at 1
April 2019 was £506.3m. The 'discounted' existing
use value reflects the economic cost to
government of providing council housing at less
than market rents.
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Notes to the Housing Revenue Account (continued)
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Cost or Valuation 1 April 2018
Additions
Revaluation increases/(decreases) recognised in
the Revaluation Reserve
Revaluation increases/(decreases) recognised in
the Surplus/Deficit on the Provision of Services
Derecognition – disposals
Other movements in cost or valuation
Cost or valuation as at 31 March 2019
Depreciation as at 1 April 2018
Depreciation charge
Depreciation written out to the Revaluation
Reserve
Depreciation written out to the Surplus//Deficit on
the Provision of Services
Derecognition – disposals
Other movements in depreciation and impairment
Depreciation as at 31 March 2019
Net Book Value
As at 31 March 2018
As at 31 March 2019

Total
£'000
168,810
3,602

250

(29)

0

221

(745)
(713)
2
167,074

0
0
0
3,934

0
0
0
169

(745)
(713)
2
171,177

1
(3,405)

(2)
(275)

0
0

(1)
(3,680)

296

264

0

560

3,095
14
(1)
0

12
0
(2)
(3)

0
0
0
0

3,107
14
(3)
(3)

164,878
167,074

3,931
3,931

0
169

168,809
171,174
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Movements on Balances 2018/19

Other Land Assets Under
Dwellings and Buildings Construction
£'000
£'000
£'000
164,877
3,933
0
3,403
30
169

Notes to the Housing Revenue Account (continued)

4 Analysis of Capital Expenditure
and Funding
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Capital Expenditure
Dwellings
Other Land and Buildings
Assets under Construction
Revenue Expenditure Funded from Capital under Statute
Total
Funded by:
Major Repairs Reserve
Transfer from 1-4-1 Capital Receipts Reserves
Buy Back Allowance
Revenue contributions from the HRA
Total Funding
The Revenue Expenditure Funded from Capital
under Statute relates to:

3,404
29
169
169
3,771

5,280
12
236
73
5,602

3,589
25
0
158

3,824
244
41
1,493
5,602

3,771

2018/19
£'000
Expenditure type:
Non HRA Properties/Leaseholders Expenditure
Total

2019/20
£'000

169
169

2019/20
£'000
73
73
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2018/19
£'000

Notes to the Housing Revenue Account (continued)

5 Summary of HRA Capital
Receipts
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2019/20
£'000
(12)
0
(1,835)
(1,847)

2018/19
£'000
165
0
269
0
51
40
62
587

2019/20
£'000
184
1
232
0
48
33
53
551

4.17%

4.09%

2018/19
£'000
522
57
2
(108)
473

2019/20
£'000
473
88
4
(118)
447

6 Tenant’s Arrears
Tenants’ Arrears at 27 March 2020 (28 March
2019 for 2018/19) were analysed as follows:

Type of Debt
General Stock
Garages
Former Tenancies – General Stock
Former Tenancies - Garages
Court Costs – General Stock
Former Tenancy Arrears of Current Tenants – General
Rechargeable Repairs
Total Arrears
Percentage of Gross Rents (HRA)

The following provision has been made against
possible non-collection of Housing Revenue
Account debt:

Opening Balance
Additional Provision made during year
Add Credit write-offs
Less amounts written off
Closing Balance
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Receipts from the sale of land
Repayment of discount
Receipts from disposals of houses through the Right To Buy scheme
Total Capital Receipts

2018/19
£'000
(20)
(21)
(1,199)
(1,240)

The Collection Fund Statement

Collection Fund surpluses declared by the billing
authority in relation to Council Tax are apportioned
to the relevant precepting bodies in the
subsequent financial year. Deficits likewise are
proportionately charged to the relevant precepting
bodies in the following year. For Medway, the
Council Tax precepting bodies are the Police and
Crime Commissioner for Kent and the Kent Fire
and Rescue Service.
The scheme allows the Authority to retain a
proportion of the total NDR received. The Medway
share is 49% with the remainder paid to precepting
bodies. For Medway precepting bodies this is
Central Government 50%, Kent Fire and Rescue
Service 1%.
NDR surpluses or deficits declared by the billing
authority in relation to the Collection Fund are
apportioned to the relevant precepting bodies in
the subsequent financial year in their respective
proportions.
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The Collection Fund is an agent’s statement that
reflects the statutory obligation for billing
authorities to maintain a separate Collection Fund.
The statement shows the transactions of the billing
authority in relation to the collection from taxpayers
and distribution to local authorities and the
Government of council tax and non-domestic rates.

Year Ended 31 March 2019
Business
Rates
£'000

Council
Tax
£'000

(89,808)

Total
£'000
Amounts required by statute to be credited to the Collection Fund
(138,161) Council Tax
(89,808) Non-Domestic Rates

(89,808)

(138,161)

(227,969)

85,722

115,118
14,113
6,300

200,840
14,113
7,166

866

0
269
23
0
1,621

0
269
0
1,621

0
610
(1,207)
(2,228)

1,416

0
549
(1,207)
(812)

85,676

136,886

222,539

8,081

(2,472)

3,949

(3,747)

(4,132)

(1,275)

(5,430) Movement on fund balance

983

(3,130)
(446)
(171)

(2,147)
(446)
(131)
2,926
202

40
2,926
3,949

0
(61)

Total Amount required by statute to be credited to the Collection
Fund
Amounts required by statute to be debited to the Collection Fund
Precepts and demands from major preceptors and the Authority
- Medway Council
- Police and Crime Commissioner for Kent (PCCK)
- Kent Fire and Rescue Service (KFRS)
Payment with respect to central share (including allowable deductions)
of the non-domestic rating income to be paid to central government by
billing authorities
Business rates:
- payment to Central Government
- costs of collection
Enterprise zone growth disregard
Renewable energy
- transitional protection
Impairment of debts/appeals
- write-offs of uncollectable amounts
- allowance for impairment
- increase/decrease in provision for appeals
Transfer of Collection Fund surplus/(deficit)
Total Amount required by statute to be debited to the Collection
Fund

(3,747)

Year Ended 31 March 2020

Business
Rates Council Tax
£'000
£'000

Total
£'000
153

1
2

(146,186)

(146,186)
(95,621)

(95,621)

(146,186)

(241,807)

44,015

120,130
16,328
6,573

164,145
16,328
7,471

(95,621)

898

44,914
267

44,914
267

238
5,314

238
5,314

3
0
915
(1,260)
(2,873)

1,838

25
915
(1,260)
(1,035)

92,428

144,894

237,322

5,609 Opening fund balance

3,949

(3,747)

202

179 Closing Fund Balance

756

(5,039)

(4,283)

(3,193)

(1,292)

(4,485)

908

(4,232)
(577)
(230)

(3,324)
(577)
(223)
(159)
(4,283)

Allocation of Closing Deficit/(Surplus)
Medway Council
Police and Crime Commissioner for Kent
Kent Fire and Rescue Service
Central Government

7
(159)
756

25

(5,039)
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(138,161)

Collection
Fund
Notes

Notes to the Collection Fund Account
1 Council Tax

The Council Tax Base for 2019/20 was £84,533.23
(£83,435.21 in 2018/19). The tax base for 2019/20
was approved by the Portfolio Holder for Finance
on 14 January 2019 and was calculated as follows:

Band

Chargeable
Dwellings

Ratio 9ths

A
11,229
6
B
38,262
7
C
33,774
8
D
17,558
9
E
9,016
11
F
3,915
13
G
1,409
15
H
65
18
Total
115,228
Council Tax Support
Sub Total
Allowance for Non Collection (2.4%)
Sub Total
Crown Contribution
Tax Base for the Calculation of Council Tax 2019/20
Tax Base for the Calculation of Council Tax 2018/19

Band D Equiva- Exemptions & Band D Equivalent Gross
Discounts
lent Net
7,486
29,759
30,021
17,558
11,020
5,655
2,348
130
103,977

1,356
3,179
2,623
1,147
734
273
105
54
9,471

6,120.93
26,580.34
27,397.87
16,411.10
10,285.89
5,382.36
2,243.67
75.80
94,497.96
(8,186.46)
86,311.50
(2,071.49)
84,240.01
293.22
84,533.23
83,435.21
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Council Tax derives from charges raised according
to the value of residual properties, which have been
classified in 8 valuation bands (A-H) for this specific
purpose. Individual charges are calculated by
estimating the amount of income required to be
taken from the Collection Fund by the Council and
major preceptors for the forthcoming year and
dividing this by the Council Tax base (i.e. the
equivalent numbers of band D dwellings).

Notes to the Collection Fund Account (continued)

2 Income from Business Rates
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In addition to the local management of business
rates, authorities are expected to finance appeals
made in respect of rateable values as defined by
VOA and hence business rates outstanding as at
31 March 2020. As such, authorities are required to
make provision for these amounts. Appeals are
charged and provided for in proportion of the
precepting shares. The reduction in provision
charged to the collection fund for 2019/20 was
£1.26m (£1.2m 2018/19).

Business rate income is shared between the
Council, Central Government and Kent Fire and
Rescue Service. In the case of Medway the local
share is 49%, Central Government 50% and Kent
Fire and Rescue service 1%.

For 2019/20, the total non-domestic rateable value
at the year-end is £230.4m (£231.8m in 2018/19).
The national multipliers for 2019/20 were 49.1p for
qualifying Small Business, and the standard
multiplier being 50.4p for all other businesses
(48.0p and 49.3p respectively in 2018/19).

In 2018/19 Medway was part of a 100% business
rate pilot and part of a pooling arrangement with
other councils in Kent. Medway's share of business
rates increased to 99%, with 1% being due to Kent
Fire and rescue Service. The arrangement
terminated on 31 March 2019.
The total income from business rate payers
collected in 2019/20 was £95.6m (£89.8m 2018/19)
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The Council collects Non-Domestic Rates for its
area based on local rateable values provided by the
Valuation Office Agency (VOA) multiplied by a
uniform business rate set nationally by Central
Government. In previous financial years the total
amount due, less certain allowances, was paid to a
central pool administered by Central Government,
which, in turn, paid to local Authorities their share of
the pool, such shares being based on a standard
amount per head of the local adult population.

Notes to the Collection Fund Account (continued)

3 Impairment of Debts/Appeals

The Collection Fund account also provides for bad
debts on Non-domestic rates arrears.

The Collection Fund account also provides for
provision for appeals against the rateable valuation
set by the Valuation Office Agency (VOA) not
settled as at 31 March 2020. This is the seventh
year of the provision.

2018/19
£000s
Collection
Fund
Medway Share
3,978
3,378
(706)
(627)
(61)
(54)
(767)
(681)
3,211
2,697

2018/19
£000s
Collection
Fund
Medway Share
3,937
1,930
0
1,968
(2,128)
(2,107)
609
603
(1,519)
464
2,418
2,394

2018/19
£000s
Collection
Fund
Medway Share
14,367
7,040
0
7,182
4,248
4,206
(5,455)
(5,400)
(1,207)
5,988
13,160
13,028

Balance at 1 April
Write-offs during year
Contributions to provisions during year
Net Increase/(decrease) in Provisions
Balance at 31 March

2019/20
£000s
Collection
Fund
Medway Share
3,211
2,697
(695)
(585)
24
20
(671)
(565)
2,540
2,132

Balance at 1 April
Amendment due to Pooling
Write-offs during year
Contributions to provisions during year
Net Increase/decrease in Provisions
Balance at 31 March

2019/20
£000s
Collection
Fund
Medway Share
2,418
2,394
0
(1,199)
(679)
(342)
915
448
236
(1,093)
2,654
1,301

Balance at 1 April
Amendment due to Pooling
Contributions to provisions during year
Provisions utilised during the year
Net Increase/(decrease) in Provisions
Balance at 31 March

2019/20
£000s
Collection
Fund
Medway Share
13,160
13,028
0
(6,580)
264
129
(1,524)
(746)
(1,260)
(7,197)
11,900
5,831
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The Collection Fund account provides for bad debts
on arrears of Council Tax on the basis of prior
years' experience and current years collection
rates.
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Section G

Glossary

The Great Lines, Gillingham

GLOSSARY OF TERMS
ASSETS UNDER CONSTRUCTION

CAPITAL FINANCING

A sum included in the final accounts attributable to
the year but for which payment has yet to be made
or income received. Accruals are made for revenue
and capital expenditure and income.

A class of property, plant and equipment asset held
at historical cost and typically representing the cost
of works to date on incomplete capital projects.

The raising of money to pay for capital expenditure.
There are various methods of financing capital
expenditure, including borrowing, leasing, using
capital receipts, grants/contributions from third
parties, or directly from revenue budgets.

ACTUARIAL GAINS & LOSSES
These are changes in the actuary’s assessment of
the value of future pension fund requirement.
Changes result from actual events not matching
previous actuarial assumptions or from a change in
assumptions on which the valuation is based.

AGENCY
The provision of services by one local authority, on
behalf of and reimbursed by, the responsible local
authority or central government.

AMORTISATION
The process of recognising the consumption of
intangible assets in the Cost of Services on a
systematic basis. Typically, this is done by dividing
the gross cost of the asset over its useful life on a
straight- line basis.

AUDIT OF ACCOUNTS
An independent examination of the Authority’s
financial affairs.

AUTHORISED LIMIT
The maximum amount of external debt the
Authority can owe to external lenders under the
Local Government Act 2003.

BUDGET
The spending plans of the Authority over a specific
period of time – generally the financial year, 1 April
to 31 March.

CAPITAL ADJUSTMENT
ACCOUNT

Grant Thornton is Medway Council’s appointed
Auditor.

The Capital Adjustment Account absorbs the timing
differences arising from the different arrangements
for accounting for the consumption of non-current
assets and for financing the acquisition,
construction or additions to those assets under
statutory provisions.

ASSET

CAPITAL EXPENDITURE

APPOINTED AUDITORS

An item having a value, measurable in monetary
terms. Assets can be defined as current or noncurrent. A current asset can be readily converted
into cash (for example stocks or a short term
debtor). A long-term asset is expected to yield
economic benefits to the Authority for more than
one year (for example a building or a long-term
investment).

Expenditure to acquire or enhance long-term
assets.

CAPITAL PROGRAMME
The capital schemes the Authority intends to carry
out over a specified period of time.

CAPITAL RECEIPT
The proceeds from the disposal of land or other
long-term assets.

CHARTERED INSTITUTE OF
PUBLIC FINANCE &
ACCOUNTANCY (CIPFA)
The professional accountancy body specialising in
the public sector.

CHURCHES, CHARITIES AND
LOCAL AUTHORITIES (CCLA)
The Authority holds units in a property fund,
managed by this organisation.

COLLECTION FUND
A separate fund for the collection and distribution of
amounts due in respect of Council Tax and NonDomestic Rates (NDR).
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ACCRUAL

Glossary of Terms (continued)

CONTINGENT ASSET

CURRENT VALUE

Assets that the Authority intends to hold in
perpetuity, or that have no determinable useful life,
and that may have restrictions on their disposal.
Examples of community assets include parks and
historical buildings.

A possible asset that arises from past events and
whose existence will be confirmed only by the
occurrence or non-occurrence of one or more
uncertain future events not wholly within the control
of the authority.

COMPONENTISATION

CONTINGENT LIABILITY

Measurements reflect the economic environment
prevailing for the service or function the asset is
supporting at the reporting date. In this section of
the Code, the current value measurement bases
include:
• existing use value
• existing use value – social housing (EUV–SH)
• depreciated replacement cost
• fair value

The process of analysing an asset into significant
component parts where those components have
different useful lives. This is required whenever the
resultant depreciation charges and their impact on
asset carrying amounts would make a material
difference to the accounts.

CONSISTENCY
The concept that ensures the accounting treatment
of like items within an accounting period and from
one period to the next one is the same.

CONSTRUCTION CONTRACT
A construction contract is a contract, or a similar
binding arrangement, specifically negotiated for the
construction of an asset or a combination of assets
that are closely interrelated or interdependent in
terms of their design, technology and function or
their ultimate purpose or use. Construction
contracts include contracts for the rendering of
services which are directly related to the
construction of an asset (for example those for the
services of project managers and architects),
contracts for the destruction or restoration of
assets, and the restoration of the environment
following the demolition of assets.

A possible obligation that arises from past events
and whose existence will be confirmed only by the
occurrence or non-occurrence of one or more
uncertain future events not wholly within the control
of the Authority, or a present obligation that arises
from past events but is not recognised because it is
not probable that an outflow of resources
embodying economic benefits or service potential
will be required to settle the obligation, or the
amount of the obligation cannot be measured with
sufficient reliability.

DEBTOR
Amounts due to the Authority for works done,
goods received or services rendered before the end
of accounting period but for which payments had
not been received by the end of that period.

DEFINED BENEFIT SCHEME

CREDITOR

A pension scheme under which members pension
benefits are calculated independently of
contributions payable.

Amounts owed by the Authority for works done,
good received or services rendered before the end
of the accounting period but for which payments
had not been made by the end of that period.

DEFINED CONTRIBUTION
SCHEME

CURRENT SERVICE COST
A system of measurement to reflect the increase in
the present value of a defined benefit obligation
resulting from employee service in the current
period.

A pension scheme under which contributions into
the scheme are set but the pension benefits
payable are related to the performance of
investments made by the fund.

DEPRECIABLE AMOUNT
Depreciable amount is the cost of an asset, or other
amount substituted for cost, less residual value.
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COMMUNITY ASSETS

Glossary of Terms (continued)

DEPRECIATED REPLACEMENT
COST (DRC)

DEPRECIATION
Is the systematic allocation of the depreciable
amount of an asset over its useful life.

DERECOGNITION
This is the process of removing financial assets or
liabilities from the Balance Sheet once performance
under the contract is complete or the contract is
terminated.

DISCOUNTS
Discounts represent the outstanding discount
received on the premature repayment of Public
Works Loan Board loans. In line with the
requirements of the Code, gains arising from the
repurchase or early settlement of borrowing have
been written back to revenue. However, where the
repurchase or borrowing was coupled with a
refinancing or restructuring of borrowing with
substantially the same overall economic effect
when viewed as a whole, gains have been
recognised over the life of the replacement loan.

EARMARKED RESERVES
These are reserves held to meet specific, known or
predicted future expenditure.

The salaries and wages of employees together with
national insurance, superannuation and all other
pay-related allowances. Training expenses and
professional fees are also included.

EXCEPTIONAL ITEMS
Significant items of income or expenditure on
ordinary activities of the Authority but which due to
their size or incidence are disclosed separately to
give a fair presentation of the accounts.

EXISTING USE VALUE (EUV)
The estimated amount for which an asset or liability
should exchange on the valuation date between a
willing buyer and a willing seller in an arm’s-length
transaction after proper marketing and where the
parties had acted knowledgeably, prudently and
without compulsion, assuming that the buyer is
granted vacant possession of all parts of the asset
required by the business, and disregarding potential
alternative uses and any other characteristics of the
asset that would cause its market value to differ
from that needed to replace the remaining service
potential at least cost.

EXISTING USE VALUE – SOCIAL
HOUSING (EUV – SH)
The estimated amount for which a property should
exchange, on the date of valuation, between a
willing buyer and a willing seller, in an arm’s-length
transaction, after proper marketing wherein the
parties had each acted knowledgeably, prudently
and without compulsion, subject to the following
further assumptions that:
• the property will continue to be let by a body and
used for social housing

• at the valuation date, any regulatory body, in
applying its criteria for approval, would not
unreasonably fetter the vendor’s ability to dispose
of the property to organisations intending to
manage their housing stock in accordance with that
regulatory body’s requirements
• properties temporarily vacant pending re-letting
should be valued, if there is a letting demand, on
the basis that the prospective purchaser intends to
re-let them, rather than with vacant possession
• any subsequent sale would be subject to all of the
above assumptions.

EXTERNAL AUDIT
The independent examination of the activities and
accounts of Local Authorities to ensure the
accounts have been prepared in accordance with
legislative requirements and proper practices and to
ensure the Authority has made proper
arrangements to secure value for money in its use
of resources.

EXPENDITURE
This is amounts paid by the Authority for goods
received or services rendered of either a capital or
revenue nature. This does not necessarily involve a
cash payment since expenditure is deemed to have
been incurred once the goods or services have
been received even if payment has not been made.
(in which case the payee is a creditor to the
Authority).

FAIR VALUE
The price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction
between market participants at the measurement
date under current market conditions.
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A method of valuation which provides the current
cost of replacing an asset with its modern
equivalent asset less deductions for all physical
deterioration and all relevant forms of obsolescence
and optimisation. Where DRC is used as the
valuation methodology, authorities should use the
‘instant build’ approach at the valuation date and
the choice of an alternative site will normally hinge
on the policy in respect of the locational
requirements of the service that is being provided.

EMPLOYEE EXPENDITURE

Glossary of Terms (continued)

FINANCIAL INSTRUMENTS

FINANCE LEASE
Is a lease that transfers substantially all the risks
and rewards incidental to ownership of an asset.
Title may or may not eventually be transferred.

GENERAL FUND
The main revenue fund of the Authority including all
services financed by local taxation and government
grants.

GOVERNMENT GRANTS
Grants made by the government towards either
revenue or capital expenditure to support the cost
of the provision of local Authority’s services. These
grants may be specifically towards the cost of
particular schemes or to support the general
revenue spending of the Authority (Revenue
Support Grant).

GROUP ACCOUNTS
Group Accounts consolidate the financial results of
the Authority, any of its subsidiaries and/or
associates. The Authority is not required to produce
these or group accounts for the 2019/20 Statement
of Accounts, due to materiality
.

HERITAGE ASSET
A tangible asset with historic, artistic, scientific,
technological, geophysical or environmental
qualities that is held and maintained principally for
its contribution to knowledge and culture.

HISTORICAL COST (HC)
is defined as:
● Assets: the value of the costs incurred in acquiring
or creating the asset, comprising the consideration
paid plus transaction
costs.
● Liabilities: the value of the consideration received to
incur or take on the liability minus transaction costs.
The historical cost of an asset may be updated over
time to reflect depreciation or amortisation, payments
received that settle an obligation owed to the authority,
impairment and accrual of interest. The historical cost
of a liability may be updated over time to reflect
settlement of an obligation owed to a third party, the
accrual of interest, or events that have the effect of
making the liability onerous.

HOUSING BENEFITS
This is an allowance to persons on low income (or
none) to meet, in whole or part, their rent. Benefit is
allowed or paid by Local Authorities but Central
Government refunds part of the cost of the benefits
and of the running costs of the services to Local
Authorities. Benefits paid to the Authority’s own
tenants are known as rent rebate and that paid to
private tenants as rent allowance.

HOUSING REVENUE ACCOUNT
(HRA)
Local Authorities are required to maintain a separate
account - the Housing Revenue
Account - which sets out the expenditure and income
arising from the provision of Council housing. Other
services are charged to the General Fund.

IMPAIRMENT OF NON CURRENT
ASSETS
A reduction in the value of a non-current asset
below its value brought forward in the Balance
Sheet or physical damage to the asset.
Examples of factors which may cause such a
reduction in value include general price decreases,
a significant decline in a non-current asset’s market
value and evidence of obsolescence or physical
damage to the asset.

INCOME
These are amounts due to the Authority for goods
supplied or services rendered of either a capital or
a revenue nature. This does not necessarily involve
a cash payment. Income is deemed to have been
earned once the goods or services have been
supplied even if the payment has not been received
(in which case the recipient is a debtor to the
Authority).

INFRASTRUCTURE ASSETS
Non-current assets which generally cannot be sold
and from which benefit can be obtained only by
continued use of the asset created. Examples of
such assets are highways, footpaths, bridges and
water and drainage facilities.

INTANGIBLE ASSETS
These are non-current assets that do not have
physical substance but are identifiable and
controlled by the Authority. Examples include
software, licenses and patents.

INTERNATIONAL FINANCIAL
REPORTING STANDARDS (IFRS)
Defined Accounting Standards that must be applied
by all reporting entities to all financial statements in
order to provide a true and fair view of the entity’s
financial position, and a standardised method of
comparison with financial statements of the other
entities.

161
| Statement of Accounts 2019/20 | Glossary

A financial instrument is any contract that gives rise
to a financial asset of one entity and a financial
liability or equity instrument of another. The term
‘financial instrument’ covers both financial assets
and financial liabilities and includes both the most
straightforward financial assets and liabilities such
as trade receivables and trade payables and the
most complex such as derivatives and embedded
derivatives.

Glossary of Terms (continued)

LIABILITIES

NON-CURRENT ASSETS

Properties (land or a building, or part of a building,
or both) held solely to earn rentals or for capital
appreciation or both, rather than for either the use
in the production or supply of goods/services/
administrative purposes, or sale in the ordinary
course of operations.

These are amounts due to individuals or
organisations which will have to be paid at some
time in the future. Current liabilities are usually
payable within one year of the Balance Sheet date.

Assets that yield benefits to the Authority and the
services it provides for a period of more than one
year. Examples include land, buildings and
vehicles.

LONG TERM CREDITORS

NON-DOMESTIC RATE (NDR or
BUSINESS RATES)

JOINT VENTURE
Arrangements under which two or more parties
have contractually agreed to share control, such
that decisions about activities that significantly
affect returns require the unanimous consent of the
parties sharing control, and joint venturers have
rights to the net assets of the arrangement.

LEASE
An agreement whereby the lessor conveys to the
lessee in return for a payment or series of
payments the right to use an asset for an agreed
period of time.

•
•

Finance leases, and
Operating leases

LEASING COSTS
This is rental paid for the use of an asset for a
specific period of time.

LENDER OPTION BORROWER
OPTION (LOBO)
A LOBO is a type of loan instrument. The borrower
borrows a principal sum for the duration of the loan
period (typically 20 to 50 years), initially at a fixed
interest rate. Periodically (typically every six months
to 3 years), the lender has the ability to alter the
interest rate. Should the lender exercise this option,
the borrower then has the option to continue with
the instrument at the new rate or alternatively to
terminate the agreement and pay back the principal
sum with no other penalty.

Amounts due from Medway Council where payment
is to be made over a time period of time in excess
of one year.

LONG TERM DEBTORS
Amounts due to Medway Council where payment is
to be made over a time period of time in excess of
one year.

MATERIALITY
An item would be considered material to the
financial statements if, through its omission or nondisclosure, the financial statements would no longer
show a true and fair view.

MEDIUM TERM FINANCIAL
STRATEGY (MTFS)
A financial planning document setting out future
years financial forecasts for the Authority. It
considers local and national policy influences and
their impact on the general fund revenue budget,
capital programme and HRA. In Medway it usually
covers a four year timeframe.

MINIMUM REVENUE PROVISION
(MRP)
MRP is the minimum amount which must be
charged to an Authority’s revenue account each
year and set aside as provision for credit liabilities,
as required by the Local Government Act 2003.

NDR is the levy on business property, based on a
national rate in the pound applied to the ‘rateable
value’ of the property. The Government determines
a national rate poundage each year which is
applicable to all Local Authorities. The income
derived from business rates is distributed between
preceptors (Medway, Kent Fire and Rescue Service
and Central Government) based upon a predetermined allocation percentage.

NET BOOK VALUE (NBV)
The amount at which fixed assets are included in
the balance sheet, i.e. their historical cost or current
value less the cumulative amounts provided for
depreciation.

NET DEBT
Net debt is the Authority’s borrowings less cash and
treasury investments.

NET OPERATING EXPENDITURE
This compares all expenditure minus all income,
other than the precept and transfers from reserves.

NON-OPERATIONAL ASSETS
Non-current assets held by the Authority, but not
directly occupied or used in the delivery of services.
Examples are investment properties, or assets that
are surplus to requirements, pending sale or
redevelopment.
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INVESTMENT PROPERTIES

Glossary of Terms (continued)

PRIOR PERIOD ADJUSTMENTS

RELATED PARTIES

NRV is the estimated selling price in the ordinary
course of operations less the estimated costs of
completion and the estimated costs necessary to
make the sale, exchange or distribution.

These are material adjustments which are
applicable to an earlier period arising from changes
in accounting policies or for the correction of
fundamental errors.

OPERATING LEASE

PROPERTY, PLANT AND
EQUIPMENT

Related parties are Central Government, other
Local Authorities, precepting and levying bodies,
subsidiary and associated companies, Elected
Members, all senior officers from Assistant Director
and above and the Pension Fund. For individuals
identified as related parties, the following are also
presumed to be related parties:• members of the close family, or the same
household; and
• partnerships, companies, trusts or other entities in
which the individual, or member of their close family
or the same household, has a controlling interest.

Is a lease other than a finance lease.

Non-current assets held by the Authority and
directly occupied or used in the delivery of its
services.

Tangible non-current assets (i.e. assets with
physical substance) that are held for use in the
production or supply of goods and services, for
rental to others, or for administrative purposes, and
expected to be used during more than one period.

PAST SERVICE COST

PROVISION

OPERATIONAL ASSETS

The change in the present value of the defined
benefit obligation for employee service in prior
periods, resulting from a plan amendment (the
introduction or withdrawal of, or changes to, a
defined benefit plan) or a curtailment (a significant
reduction by the Authority in the number of
employees covered by a plan), and any gain or loss
on settlement.

An amount set aside for liabilities or losses which
are certain to arise, but which due to their nature
cannot be quantified with certainty.

PRECEPT

PUBLIC WORKS LOAN BOARD
(PWLB)

The amount levied by various Authorities that is
collected by the Authority on their behalf. The
precepting Authorities in Medway are the Police
and Crime Commissioner for Kent (PCCK) and the
Kent Fire and Rescue Service (KFRS).

PREMIUMS
These are discounts that have arisen following the
early redemption of long term debt, which are
written down over the lifetime of replacement loans
where applicable.

PRUDENTIAL BORROWING
Borrowing for which no financial support is provided
by Central Government. The borrowing costs are to
be met from revenue budgets.

A central government agency that provides loans
for one year and above to local authorities at
interest rates only slightly higher than those at
which the government itself can borrow.

RATEABLE VALUE
The annual assumed rental value of a property that
is used for Non Domestic Rate purposes.

RELATED PARTY
TRANSACTIONS
A related party transaction is the transfer of assets
or liabilities or the performance of services by, to or
for a related party irrespective of whether a price is
charged. The principal issue is the degree of
control or influence by one party over the other.
For transactions not disclosed elsewhere in these
accounts, a related party with the Authority is either
a cabinet member or senior officer of the Authority.

REPORTING STANDARDS
The Chartered Institute of Public Finance and
Accountancy (CIPFA) Code of Practice prescribes
the accounting treatment and disclosures for all
normal transactions of a Local Authority. The Code
is based on International Financial Reporting
Standards (IFRS), International Accounting
Standards (IAS), Financial Reporting Standards
(FRS), International Financial Reporting
Interpretations Committee (IFRIC) and UK
Generally Accepted Accounting Practice (GAAP).
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NET REALISABLE VALUE (NRV)

Glossary of Terms (continued)

SUBSIDIARIES

Amounts set aside for general contingencies, to
provide working balances or earmarked to specific
future expenditure. Reserves of a revenue nature
are available and can be spent or earmarked at the
discretion of the Authority. Some capital reserves
such as the revaluation reserve cannot be used to
meet current expenditure.

Entities that the authority controls if and only if it has
all three of the following:
● power over the entity
● exposure, or rights, to variable returns from its
involvement with entity, and
● the ability to use its power over the entity to affect
the amount of the authority's returns

REVALUATION RESERVE
The Reserve records the accumulated gains on the
fixed assets held by the Authority arising from
increases in value as a result of inflation or other
factors (to the extent that these gains have not
been consumed by subsequent downward
movements in value).

REVENUE EXPENDITURE
The day-to-day expenses of providing services.

REVENUE EXPENDITURE
FUNDED FROM CAPITAL UNDER
STATUTE (REFCUS)
Expenditure incurred during the year that may be
capitalised under statutory provision but that does
not result in the creation of a non-current asset, the
cost of which has been charged as expenditure to
the Comprehensive Income and Expenditure
Statement (CIES).

REVENUE SUPPORT GRANT
(RSG)
The main non-ringfenced grant from Central
Government to the Authority to support revenue
budgets.

SURPLUS ASSET
A class of property, plant and equipment assets which
are not being used to deliver services, but which do
not meet the criteria to be classified as either
investment properties or assets held for sale. Surplus
assets are valued at existing use value in their
previous use and are subject to depreciation.

THE CODE (CIPFA ACCOUNTING
CODE OF PRACTICE)
The Code incorporates guidance based on approved
accounting standards issued by the International
Accounting Standards Board and interpretations of
the International Financial Reporting Interpretations
Committee, except where these are inconsistent with
specific statutory requirements. The Code also draws
on approved accounting standards issued by the
International Public Sector Accounting Standards
Board and the UK Financial Reporting Council where
these provide additional guidance. It sets out the
proper accounting practice to be adopted for the
Statement of Accounts to ensure they ‘present fairly’
the financial position of the Council. The Code
constitutes a ‘proper accounting practice’ under the
terms of Section 21(2) of the Local Government Act
2003.
NOTE: values throughout these accounts are
presented rounded to whole numbers. Totals in
supporting tables and notes may not appear to cast,
cross-cast, or exactly match to the core statements or
other tables due to rounding differences.

TREASURY MANAGEMENT
The process of controlling the Authority’s cash
flow, borrowing and lending activities.

TREASURY MANAGEMENT
STRATEGY
A strategy prepared with regard to legislative and
CIPFA requirements setting out the framework for
treasury management activity for the Authority.
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RESERVES

