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inequalities, provision of quality homes and the development of the area as an attractive place for residents
and visitors.

The Council proactively monitors delivery of its services through a number of Key Performance Indicators
(KPIs) which are linked to priorities within the Corporate Strategy. The KPls are monitored by the Council's
Performance Team and reported to Management Team on a monthly basis and to the Council's Executive
Board and Overview Committee on a quarterly basis. In 2017/18 the Council monitored a total of 37
KPls. Out of the 37 KPIs there are 28 indicators which are measured against targets and a further 9
indicators that do not have targets set but are measured against year on year performance (trend indicators).
A summary of KPls at March 2018 is as follows:

‘Planning Applications (MHCLG targets): .

98.9% - majors decided in timescale ©
99.4% - non-majors demded ln tlmescale &
Housing and Wellbeing: S
91.77% of wellbeing outcomes achieved ©
559 cases where homelessness has been prevented by actzon T
Waste (provisional figures from Quarter 3): e
Residual waste — 340.8kg per household i)
Recycling rate — 39.0% )
Total — 304 8kg per head l
Leisure (Participation): =** oo o SRR
Physical actmty and sport — 820 422 ©

Arts and cultural activity — 209,244 ey
'Housing Benefit and Council Tax Support ...
Housing Benefit LA Error Rate —0.16% ©
Housing Benefit new claims — 18.7 days ©
Housing Benefit changes — 7.6 days @
©
©

Council Tax Support new claims — 18.1 days
Council Tax Support changes — 6.6 days

in addition the Councit:

¢ Led a successful cross-Lincolnshire bid to provide Wellbeing Services throughout the county from 1
April 2018.

s Continued to support Magna Vitae trust for Leisure and Culture enabling them to reduce their service
fee to the Council as part of their new 5 year business plan. _

« Was part of a successful joint Lincolnshire bid to pilot 100% Business Rates retention in 2018/19.

» Supported the establishment of a Lincolnshire Coastal Business Improvement District (BID). The BID
was launched in 2017 and is delivering projects to improve the opportunities for businesses in the
designated area.

+ Continued a programme of works to upgrade its footway lighting to new LED units which will provide
improved lighting for residents and reduce running costs.

¢ Reviewed the way services could be accessed and has made more services available through on line

facilities.

» Continued the implementation of its enhanced CCTV facility in conjunction with Boston Borough
Council.

» Provided support for small businesses through the provision of shop front grants and Micro Business
Grants.

» Spent £1.5m on Disabled Facility grants to help disabled residents to continue living independently.

« Worked proactively with many of our more vulnerable residents to provide advice on housing, health,
money management and access to education and training.

* Progressed its new Asset Management Plan (2016-2026) to clarify and develop the Council’s
approach to management of its assets in the delivery of its strategic objectives. It carried out a number
of place-based asset reviews during the year.





















+ The Council introduced revised terms and conditions to its staff in January 2018, and also purchased
11 more pool cars for staff use. This has resulted in savings of over £100k on mileage and essential
car user costs in the year against the original budget.

Having set a balanced budget for 2017/18 the Council's performance in delivering income and expenditure
compared to budget was measured through the means of regular reports to portfolio holder meetings and
quarterly performance reports to the Executive Board and Overview Committees. Mindful of the continued
reductions in government funding in future years, the Council has continued to develop service transformation
opportunities to help deliver future budget savings and help protect the Council against financial risks going
forward.

In comparison to 2016/17 the Council's cost of the provision of services (see page 18, the Comprehensive
Income and Expenditure Statement — CIES) has increased from £14m to £16.4m (£2.4m increase).
Expenditure has reduced slightly but income has reduced £2.8m. In 2016/17 the Council received additional
grant income of £2.256m towards community housing grant which was not repeated in 2017/18 As a result of
this the Council delivered a net deficit of £535k on the provision of its services, wheareas this was surplus in
the previous year.

Further details on the Outturn position are included in the 2017/18 Quarter 4 Governance and Performance
report that was presented to Executive Board on 6 June 2018,

Other issues

The Council’s net asset position increased by £13m from £55.4m to £68.4m. (See the Balance Sheet at page
21). Long term assets have increased in value by £12.8m, predominantly due to a revaluation increase of
Property Plant and Equipment, plus acquisition of further Property Funds during the year.

The accounts, whilst largely based on actual income and expenditure, also contain some estimated figures.
These estimates are based on assumptions about future positions, and whilst every attempt is made to
provide accurate estimates, the future actuai position may be more or less materially different from the
estimates that are made. There is the risk that there may need to be material adjustments to figures in the
balance sheet in the forthcoming financial year. The main areas where these risks arise are:

= Pension Liabilities — actuaries have estimated a relatively small £321k increase in the net pension liability.

* Debt Recovery — recovery of the council’s most significant debts has been assessed and the estimate for
non-repayment increased. Collection rates may however improve or deteriorate from this position.

« Business Rates - since the introduction of the Business Rates Retention Scheme, effective from 1 April
2013, local authorities are liable for successful appeals against business rates charged to businesses in
2017/18 and earlier years. A provision has been made in the accounts based on the best estimate of the
amount that businesses have potentially been overcharged up to the 31 March 2018. This estimate has
been calculated using the [atest Valuation Office list of outstanding appeals with an assessment being
made of the likely impact of those appeals. There is some uncertainty around the accuracy of estimating
the likely success of these appeals. The Council's share of the estimated provision as at 31 March 2018
(40% of £3.907m) is £1.563m.

5. FUTURE CHALLENGES

Despite delivering services efficiently in 2017/18, there continue to be future challenges and opportunities
that the Council wili need to embrace if it is to continue to deliver priority services effectively.

Changes to Local Government Funding

The Council is currently part of a Lincolnshire Business Rates pilot for the 2018/19 financial year, joining with
eight other Councils in Greater Lincolnshire to take advantage of this opportunity which will result in retention
of Business Rates growth, bringing a benefit locally estimated at £2m, which will be used to support services
and particularly the Council’'s Econemic Action Plan.
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The pilot is only for one year, and the Government announced as part of the 2018/19 funding settlement that
business rates will become 75% retained by councils by 2020, with proposals for a new funding system for
Local Authorities due to be in place from 2020/21. Three-yearly revaluation periods are set to be introduced
from 2020, which will tend to smooth the peaks and troughs occasioned by the existing five-yearly
revaluations.

The changing environment of Local Authority finance means that the Council is facing increasing risks and
uncertainty in respect of the resources that it will have available to it.

From 2020/21, the Comprehensive Spending Review 2019, Fair Funding Review and a Business Rates
baseline reset will all contribute to the challenge faced by the Council. The Government recently consulted
on funding allocation approaches as part of the Fair Funding Review. Local government finance specialists,
LG Futures, were appointed to represent the District Council Network in supporting district councils with their
consuitation responses. In order to address the risks associated with funding changes, the Council fed in to
in the consultation highlighting local funding issues including the level of drainage board special levies
currentty funded by the Council.

Reductions in Government funding is one element but there are probably even larger risks attached to the
ability to generate and retain business rates. Growth in the business economy, changes in the retail price
index, the impact of changing business rate valuations and the number of successful appeals against rateable
values will all have an impact on our future budget assumption.

Delivering a sustainable Medium Term Financial Strategy (MTFS)

Given the financial risks above, the Council must plan ahead to ensure that it can continue to deliver priority
services over the medium term. The Council has made reductions in its expenditure and anticipates increased
income from fees and charges in order to deliver a balanced budget for 2018/19.

Over the next five year period of its MTFS the Councif anticipates a further £4.7m loss of Government funding,
and will continue to review its transformation programme to establish the potential for delivering greater levels
of revenue, particularly from the Council’s asset base.

As part of this, the Council has recently agreed a new Capital and Treasury Strategy and is progressing
becoming a borrowing council. It intends to increase its capital expenditure in UK property funds by £20m, in
order to generate revenue and capital growth to support local services.

The Council will continue to make contributions to its earmarked reserves, which will provide a buffer against
future reduced funding and other financial risks. Given the identified need for ongoing savings the Council
must implement its Transformation Programme as fully as possible. It is anticipated that Magna Vitae Leisure
Trust and the Council’s service company, Compass Point Business Services, will continue to provide annual
savings.

Leaving the European Union (EU)

The decision to leave the EU has raised many questions about what the implications will be for local
authorities and what steps need to be taken fo ensure that local authorities are prepared for the future. It will
take some time to fully understand what the EU exit will mean. There will be political, financial and social

threads to the developing picture. Maintaining robust financial management and effective service planning
will be essential.

6. SUMMARY

Like many public sector organisations, the Council has many significant financial challenges from:
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« The wider economic situation

« Reductions in the value, distribution and general uncertainty of central government funding
+ Increased demand for services

« Changes as a result of welfare reforms

The Council has responded to these challenges by being both prudent and proactive. Initiatives to drive
forward corporate and service specific budget reductions have been implemented. Reserves have been
reviewed and contributed to in order to provide financial resilience and the capacity to deliver future service
changes and improvements, and to ensure resources are available for needed future capital investment.

7. EXPLANATION OF ACCOUNTING STATEMENTS

The Statements for the Council have been prepared on the going concern accounting basis, i.e. on the
assumption that the functions of the authority will continue in operational existence for the foreseeable future.
This assessment has been possible due to the sound financial position of the Council, notably the delivery of
a balanced outturn position for 2017/18, the establishment of a balanced budget for 2018/19 with an
embedded transformation programme aimed at delivering ongoing savings. Additionally, the council has
sufficient funds and reserves to meet its immediate financial commitments and has robust governance
arrangements in place to monitor and control the Council’s financial position.

The Statement of Accounts sets out the Council's income and expenditure for the year, and its financial
position at 31 March 2018. It comprises core and supplementary statements, together with disclosure notes.
The format and content of the financial statements is prescribed by the CIPFA Code of Practice on Local
Authority Accounting in the United Kingdom 2017/18, which in turn is underpinned by International Financial

Reporting Standards.
A Glossary of key terms can be found at the end of this publication.

« Expenditure and Funding Analysis — shows how annual expenditure is used and funded from
resources (government grants, rents, council tax and business rates) by local authorities in
comparison with those resources consumed or earned by authorities in accordance with generally
accepted accounting practices. It also shows how this expenditure is allocated for decision making
purposes between the Council's services

+ Movement in Reserves Statement is a summary of the changes to the Council's reserves over the
course of the year. Reserves are divided into “usable”, which can be invested in capital projects or
services improvements, and “unusable” which must be set aside for specific purposes

+ Comprehensive Income and Expenditure Statement — this records all of the Council's income
and expenditure for the year. The top half of the statement provides an analysis by service area.
The bottom half of the statement deals with corporate transactions and funding. Expenditure

represents a combination of:
o Services and activities that the Council is required to carry out by law (statutory duties) such

as street cleaning, planning, refuse coliection; and,
o Discretionary expenditure focused on local priorities and needs.

- Balance Sheet is a “snapshot” of the Council's assets, liabilities, cash balances and reserves at the
year end date

» Cash Flow Statement shows the reason for changes in the Council's cash balances during the
year, and whether that change is due to operating activities, new investment, or financing activities

+ Accounting Policies — these explain the basis of the figures presented in the accounts

- Notes to the Accounts — these provide further details on some of the figures included in the
Accounts.
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Supplementary Financial Statements

+ Collection Fund - this reflects the statutory requirement for the Council to maintain a separate
account providing details of receipts of Council Tax and Business Rates, and any associated
payments to precepting authorities, and the Government.

8. FURTHER INFORMATION

Further information on the Statement of Accounts is available from Compass Point Business Services, who
provide all financial services for the Council. This is available as follows:

« Inwriting - to Financial Services, Tedder Hall, Manby Park, Louth, LN11 8UP.

. By telephone - 01507 601111

« By e-mail - to Customer Services at customerservices@e-lindsey.gov.uk

The accounts are available on our web-site at www.e-lindsey gov.uk

Robert Barlow, CPFA, Deputy Chief Executive and Section 151 Officer
25 July 2018
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NOTES TO THE ACCOUNTS
NOTE 1 - ACCOUNTING POLICIES
1. General Principles

The Financial Statements summarise the Council’s transactions for the 2017/18 financial year and its position
at the year end of 31 March 2018. The Council is required to prepare an annual Statement of Accounts by
the Accounts and Audit Regulations 2015, which require the accounts to be prepared in accordance with
proper accounting practices. These practices primarily comprise the Code of Practice on Local Authority
Accounting in the United Kingdom 2017/18, supported by International Financial Reporting Standards (IFRS).

The accounting convention adopted in the Financial Statements is principally historical cost, modified by the
revaluation of certain categories of non-current assets and financial instruments.

1.1 Qualitative Characteristics of Financial Statements

Relevance
The accounts have been prepared to provide information about the Council’s financial performance and
position that is useful for assessing the stewardship of public funds and for making financial decisions.

Materiality

The concept of materiality has been utilised in preparing the accounts so that insignificant items and
fluctuations under an acceptable level of tolerance are permitted provided that, in aggregate, they would not
affect the interpretation of the accounts.

Faithful Representation

The financial information in the accounts is a faithful representation of the economic performance of the
Council as they have been prepared to reflect the reality or substance of the transaction, are free from
deliberate or systematic bias, are free from material error and contain all the information necessary to aid
understanding.

Comparability

Information about the Council is more useful if it can be compared with similar information about other
Councils and other accounting periods for the same Council. Comparability of financial information is essential
for the purposes of decision making by enabling decision makers to choose between alternatives or make
assessments about the stewardship of the Council’s resources.

Verifiability
Knowledgeable and independent observers will be able to reach the same conclusion from the information
presented in the accounts.

Timeliness
The information provided in the accounts is available in time to influence decisions.

Understandability

These accounts are based on concepts and terminology which require reasonable knowledge of local
government finance. Every effort has been made to use plain language and technical terms are explained in
the glossary contained at the end of the financial statements.

1.2 Underlying Assumptions

Accruals Basis
The accounts are prepared on an accruals basis, whereby revenue (income) and expenditure is recognised

in the period in which it is earned or incurred, not as the cash is received or paid.
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Going Concern
The accounts have been prepared on a going concern basis; that is, on the assumption that the functions of
the Council will continue in operational existence for the foreseeable future.

Primacy of Legislation Requirements
Where accounting treatment is prescribed by law, it has been applied in preparing the accounts.

The following sections (2-25) disclose the specific accounting policies adopted by the Council for the
completion of the financial statements.

2. Accruals of Income and Expenditure

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

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

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

* Supplies are recorded as expenditure when they are consumed — where there is a gap between the
date supplies are received and their consumption; they are not carried as inventories on the Balance
Sheet due to their immateriality.

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

« Interest receivable on investments is accounted for as income on the basis of the effective interest
rate for the relevant financial instrument rather than the cash flows fixed or determined by the
contract.

* Where revenue and expenditure have been recognised but cash has not been received or paid, a
debtor or creditor for the relevant amount, where considered material, is recorded in the Balance
Sheet. Where debts may not be settled, the balance of debtors is written down and a charge made
to revenue for the income that might not be collected.

3. Cash and Cash Equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable without penalty on
notice of not more than 24 hours. Cash equivalents are highly liquid investments that mature in no more
than three months or less from the date of acquisition and that are readily convertible to known amounts of
cash with insignificant risk of change in value.

In the Cash Flow Statement, cash and cash equivalents are shown net of bank overdrafts that are repayable
on demand and form an integral part of the Council's cash management.

4. Exceptional Iltems
When items of income and expense are material, their nature and amount is disclosed separately, either on
the face of the Comprehensive Income and Expenditure Statement or in the notes to the accounts, depending

on how significant the items are to an understanding of the Council’s financial performance.

There are no exceptional items in 2017/18.
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5. Prior Period Adjustments, Changes in Accounting Policies, Estimates and Errors

Prior period adjustments may arise as a result of a change in accounting policies or to correct a material error.
Changes in accounting estimates are accounted for prospectively, i.e. in the current and future years affected
by the change and do not give rise to a prior period adjustment.

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

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

6. Charges to Revenue for Non-Current Assets

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

s depreciation attributabie to the assets used by the relevant service

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

« amortisation of intangible assets attributable to the service

The Council is not required to raise council tax to fund depreciation, revaluation and impairment losses or
amortisation. However, it is required to make an annual contribution from revenue towards the reduction in
its overall borrowing requirement equal to an amount calculated on a prudent basis determined by the Council
in accordance with statutory guidance.

Depreciation, revaluation and impairment losses and amortisation are therefore replaced by the contribution
in the General Fund Balance, by way of an adjusting transaction with the Capital Adjustment Account in the
Movement in Reserves Statement for the difference between the two.

7. Council Tax and Non-Domestic Rates

Billing authorities act as agents, collecting council tax and non-domestic rates (NDR) on behalf of the major
preceptors (including government for NDR) and, as principals, collecting council tax and NDR for themselves.
Billing authorities are required by statute to maintain a separate fund (i.e. the Collection Fund) for the
collection and distribution of amounts due in respect of council tax and NDR. Under the legislative framework
for the Collection Fund, hilling authorities, major preceptors and central government share proportionately the
risks and rewards that the amount of council tax and NDR collected could be less or more than predicted.

Accounting for Council Tax and NDR

The council tax and NDR income included in the Comprehensive Income and Expenditure Statement is the
Council's share of accrued income for the year. However, regulations determine the amount of council tax
and NDR that must be inciuded in the Council's General Fund. Therefore, the difference between the income
included in the Comprehensive Income and Expenditure Statement and the amount required by regulation to
be credited to the General Fund is taken to the Collection Fund Adjustment Account and included as a
reconciling item in the Movement in Reserves Statement.

The Balance Sheet includes the Council's share of the end of year balances in respect of council tax and
NDR relating to arrears, impairment allowances for doubtful debts, overpayments and prepayments and
appeals.
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8. Employee Benefits
Benefits Payable during Employment

Short term employee benefits are those due to be settled wholly within 12 months of the year end. They
include such benefits as wages and salaries, paid annual leave and paid sick leave, bonuses and non-
monetary benefits for current employees and are recognised as an expense for services in the year in which
employees render service to the Council. An accrual is made for the cost of holiday entitlements, or any form
of leave e.g. time off in lieu, earned by employees but not taken before the year end which employees can
carry forward into the next financial year. The accrual is made at the wage and salary rates appiicable in the
following accounting year, being the period in which the employee takes the benefit. The accrual is charged
to Surplus or Deficit on the Provision of Services, but then reversed out through the Movement in Reserves
Statement so that holiday entittements are charged to revenue in the financial year in which the holiday
absence occurs.

Termination Benefits

Termination benefits are amounts payable as a result of a decision by the Council to terminate an officer's
employment before the normal retirement date or an officer's decision to accept voluntary redundancy in
exchange for those benefits and are charged on an accruals basis to the appropriate service segment or,
where applicable, to a corporate service segment at the earlier of when the Council can no longer withdraw
the offer of those benefits or when the Council recognises costs for a restructuring.

Where termination benefits involve the enhancement of pensions, statutory provisions require the General
Fund Balance to be charged with the amount payable by the Council to the pension fund or pensioner in the
year, not the amount calculated according to the relevant accounting standards. In the Movement in Reserves
Statement, appropriations are required to and from the Pensions Reserve to remove the notional debits and
credits for pension enhancement termination benefits and replace them with debits for the cash paid to the
pension fund and pensioners and any such amounts payable but unpaid at the year end.

Post-Employment Benefits

Employees of the Council are members of the Local Government Pension Scheme, administered by
Lincolnshire County Council. The scheme provides defined benefits to members (retirement lump sums and
pensions), earned as employees worked for the Council.

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

The liabilities of the Lincolnshire County Council pension fund attributable to the Council are included in the
Balance Sheet on an actuarial basis using the projected unit method ~ i.e. an assessment of the future
payments that will be made in relation to retirement benefits earned to date by employees, based on
assumptions about mortality rates, employee turnover rates, etc., and projections of projected earnings for
current employees.

Liabilities are discounted to their value at current prices, using a discount rate of 2.6% (2.5% in 2016/17),
based on the indicative rate of return on high quality corporate bonds.

The assets of the Lincolnshire County Council pension fund attributable to the Council are included in the
Balance Sheet at their fair value:
¢ quoted securities — current bid price
unguoted securities — professional estimate
unitised securities — current bid price
property — market value.

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

e current service cost — the increase in liabilities as a result of years of service earned this year —
allocated in the Comprehensive Income and Expenditure Statement to the services for which the
employees worked

* past service cost—the increase in liabilities as a result of a scheme amendment or curtailment whose
effect relates to years of service earned in earlier years — debited to the Surplus or Deficit on the
Provision of Services in the Comprehensive Income and Expenditure Statement

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

Remeasurements comprising

* the return on plan assets — excluding amounts included in the net interest on the net defined benefit
liability — charged to the Pensions Reserve as Other Comprehensive Income and Expenditure

* actuarial gains and losses — changes in the net pension’s liability that arise because events have
not coincided with assumptions made at the last actuarial valuation or because the actuaries have
updated their assumptions — charged to the Pensions Reserve as Other Comprehensive Income and
Expenditure.

Contributions paid to the Lincolnshire County Council pension fund -~ cash paid as employer's
contributions to the pension fund in settlement of liabilities; not accounted for as an expense.

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

Discretionary Benefits

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

9. Events after the Reporting Period
Events after the Balance Sheet date are those events, both favourable and unfavourable, that occur between -
the end of the reporting period and the date when the Financial Statements are authorised for issue. Two

types of events can be identified:

o those that provide evidence of conditions that existed at the end of the reporting period ~the Financial
Statements are adjusted to reflect such events
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e those that are indicative of conditions that arose after the reporting period — the Financial Statements
are not adjusted to reflect such events, but where a category of events would have a material effect,
disclosure is made in the notes of the nature of the events and their estimated financial effect.

Events taking place after the date of authorisation for issue are not reflected in the Financial Statements.

10. Financial Instruments
Financial Liabilities

Financial liabilities are recognised on the Balance Sheet when the Council becomes a party to the contractual
provisions of a financial instrument and are initially measured at fair value and are carried at their amortised
cost. Annual charges to the Financing and Investment Income and Expenditure line in the Comprehensive
Income and Expenditure Statement for interest payable are based on the carrying amount of the liability,
multiplied by the effective rate of interest for the instrument. The effective rate is the rate that exactly discounts
estimated future cash payments over the life of the instrument to the amount at which it was originally
recognised.

The Council is currently debt free and will remain so subject to the Council deciding it is prudent to do
otherwise. This will be informed by the setting of the Annual Prudential Indicators.

Financial Assets
Financial Assets are classified into two types:

» loans and receivables — assets that have fixed or determinable payments but are not quoted in an
active market

» available for sale assets — assets that have a quoted market price and/or do not have fixed or
determinable payments.

Loans and Recejvables

Loans and receivables are recognised on the Balance Sheet when the Council becomes a party to the
contractual provisions of a financial instrument and are initially measured at fair value. They are subsequentty
measured at their amortised cost. Annual credits to the Financing and investment Income and Expenditure
line in the Comprehensive Income and Expenditure Statement for interest receivable are based on the
carrying amount of the asset multiplied by the effective rate of interest for the instrument. For most of the
loans that the Council has made, this means that the amount presented in the Balance Sheet is the
outstanding principal receivable plus accrued interest and interest credited to the Comprehensive Income
and Expenditure Statement is the amount receivable for the year in the loan agreement.

Where assets are identified as impaired because of a likelihood arising from a past event that payments due
under contract will not be made, the asset is written down and a charge made to the relevant service (for
receivables specific to that service) or the Financing and Investment Income and Expenditure line in the
Comprehensive Income and Expenditure Statement. The impairment loss is measured as the difference
between the carrying amount and the present value of the revised future cash flows discounted at the asset'’s
original effective interest rate.

The Council has made a number of loans mainly in the form of car loans to staff. These are recognised in the
Balance Sheet at the amount of principal outstanding and have not been adjusted for fair value due to their
materiality.

Available-for-sale Assets

Available-for-sale Assets are recognised on the Balance Sheet when the Council becomes a party to the
contractual provisions of a financial instrument and are initially measured and carried at fair value. Where the
asset has fixed or determinable payments, annual credits to the Financing and Investment Income and

28



Expenditure line in the Comprehensive Income and Expenditure Statement for interest receivable are based
on the amortised cost of the asset multiplied by the effective rate of interest for the instrument.

Assets are maintained in the Balance Sheet at fair value. Values are based on the following technigues:

» instruments with quoted market prices — the market price
e other instruments with fixed and determinable payments — discounted cash flow analysis
» equity shares with no quoted market prices — independent appraisal of company valuations.

The inputs to the measurement techniques are categorised in accordance with the following three levels:

o Level 1 inputs — quoted prices (unadjusted) in active markets for identical assets that the authority
can access at the measurement date.

+ Level 2 inputs — inputs other than quoted prices included within Level 1 that are observable for the
asset, either directly or indirectly

¢ Level 3 inputs — unobservable inputs for the asset.

Changes in fair value are balanced by an entry in the Available-for-Sale Financial Instruments Reserve and
the gain/loss is recognised in the Surplus or Deficit on Revaluation of Available-for-Sale Financial Assets.
The exception is where impairment losses have been incurred — these are debited to the Financing and
Investment Income and Expenditure line in the Comprehensive Income and Expenditure Statement, along
with any net gain or loss for the asset accumulated in the Available-for-Sale Reserve.

Where assets are identified as impaired because of a likelihood arising from a past event that payments due
under the contract will not be made (fixed or determinable payments) or fair value falls below cost, the asset
is written down and a charge made to the Financing and Investment Income and Expenditure line in the
Comprehensive Income and Expenditure Statement. If the asset has fixed or determinable payments, the
impairment loss is measured as the difference between the carrying amount and the present value of the
revised future cash flows discounted at the asset’s original effective interest rate. Otherwise, the impairment
loss is measured as any shortfall of fair value against the acquisition cost of the instrument {net of any principal
repayment and amortisation).

Any gains and losses that arise on the derecognition of the asset are credited or debited to the Financing
and Investment Income and Expenditure line in the Comprehensive Income and Expenditure Statement,
along with any accumulated gains or losses previously recognised in the Availabie-for-Sale Reserve.

Where fair value cannot be measured reliably, the instrument is carried at cost (less any impairment
losses).

Where the fair value of available-for-sale assets is not materially different from the carrying value, the
amount presented in the Balance Sheet is the outstanding principal receivable plus accrued interest and
interest credited to the Comprehensive Income and Expenditure Statement is the amount receivable for the
year in the agreement.

11. Government Grants and Contributions

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

¢ the Council will comply with the conditions attached to the payments, and
o the grants or contributions will be received.
Amounts recognised as due to the Council are not credited to the Comprehensive income and Expenditure

Statement until conditions attached to the grant or contribution have been satisfied. Conditions are
stipulations that specify that the future economic benefits or service potential embodied in the asset in the
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form of the grant or contribution are required to be consumed by the recipient as specified, or future economic
benefits or service potential must be returned to the transferor.

Monies advanced as grants and contributions for which conditions have not been satisfied are carried in the
Balance Sheet as creditors. When conditions are satisfied, the grant or contribution is credited to the relevant
service line (attributable revenue grants and contributions) or Taxation and Non-specific Grant Income and
Expenditure (non-ringfenced revenue grants and all capital grants) in the Comprehensive Income and
Expenditure Statement.

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

12. Heritage Assects

Heritage assets are held to help increase the knowledge, understanding and appreciation of the Council's
history and local area. Heritage Assets are recognised and measured, including the treatment of revaluation
gains and losses, in accordance with the Council's accounting policies on property, plant and
equipment. However, some of the measurement rules are relaxed in relation to heritage assets where
appropriate. The Council’s heritage assets fall into three categories; Statues and Monuments, Civic Regalia
and Land Sites of Special Interest, and are accounted for as follows:

Statues and Monuments
* The Clock Tower, Skegness - insurance value, updated by the Council’s internal valuer

» Stanhope Memorial Horncastle, Sir John Franklin Memorial Spilsby, Buttercross Monument Spilsby,
Clock Tower Old Market Hall Louth, Jolly Fisherman Statue Compass Gardens Skegness —
included in the balance sheet at their insurance valuations.

e Dambusters Memorial Woodhall Spa — Historic Cost.
Civic Regalia — included in the balance sheet at their insurance valuations.
Land Sites

* The Pingle Coningsby, Gibraltar Point Nature Reserve, St Mary's Burial Ground Louth, Tower
Gardens Skegness, Site of Special Scientific Interest Skegness Foreshore — Recorded at Historic
Cost,

The carrying amounts of heritage assets are reviewed when there is evidence of impairment for heritage
assets, e.g. where an item has suffered physical deterioration or breakage or where doubts arise as to its
authenticity. Any impairment is recognised and measured in accordance with the Council's general policies
on impairment — see item 18 in this summary of significant accounting policies.

Depreciation is not charged as the assets are deemed to be held in perpetuity. Should any heritage assets
be disposed of, the proceeds are accounted for in accordance with the Councif’s general provisions relating
to the disposal of property, plant and equipment.

13. Intangible Assets

Expenditure on non-monetary assets that do not have physical substance but are controlled by the Council

as a result of past events e.g. software licences, is capitalised when it is expected that future economic
benefits or service potential will flow from the intangible asset to the Council.
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Intangible assets are measured initially at cost and are carried at amortised cost. The depreciable amount of
an intangible asset is amortised over its useful life to the relevant service line in the Comprehensive Income
and Expenditure Statement. Depreciation is calculated on the following basis:

o Computer software and licences — straight line basis

Where expenditure on intangible assets qualifies as capital expenditure for statutory purposes, the
amortisation charge is not permitted to have an impact on the General Fund Balance. It is therefore reversed
out of the General Fund Balance in the Movement in Reserves Statement and posted to the Capital
Adjustment Account.

14. Joint Operations

Joint operations are arrangements where the parties that have joint control of the arrangement have rights to
the assets and obligations for the liabilities relating to the arrangement.

East Lindsey has joint control with South Holland District Council over Compass Point Business Services
(East Coast) Ltd, a company established in 2010 to provide ‘back office’ services to both Councils.

The Council recognises on its Balance Sheet an appropriate share of its rights to the assets and obligations
for the liabilities and debits and credits the Comprehensive Income and Expenditure Statement with its share
of expenses incurred and income it earns from the activity of the Company.

15. Investment Property

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

Investment properties are measured initially at cost and subsequently at fair value, being the price that would
be received to sell such an asset in an orderly transaction between market participants at the measurement
date. As a non-financial asset, investment properties are measured at highest and best use. Properties are
not depreciated but are revalued annually according to market conditions at the year end. Gains and losses
on revaluation are posted to the Financing and Investment Income and Expenditure line in the
Comprehensive Income and Expenditure Statement. The same treatment is applied to gains and losses on
disposal.

Rentals received in relation to investment properties are credited to the Financing and Investment Income
line and result in a gain for the General Fund Balance. However, revaluation and disposal gains and losses
are not permitted by statutory arrangements to have an impact on the General Fund Balance. The gains and
losses are therefore reversed out of the General Fund Balance in the Movement in Reserves Statement and
posted to the Capital Adjustment Account and for any sale proceeds greater than £10,000 the Capital
Receipts Reserve.

16. Leases

L eases are classified as finance leases where the terms of the lease transfer substantially alt the risks and
rewards incidental to ownership of the property, plant or equipment from the lessor to the lessee. All other
leases are classified as operating leases. Where a lease covers both land and buildings, the land and
buildings elements are considered separately for classification.

Arrangements that do not have the legal status of a lease but convey a right to use an asset in return for
payment are accounted for under this policy where fulfilment of the arrangement is dependent on the use of
specific assets.

The Council has no material finance lease commitments as at 31 March 2018.
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The Council as Lessee - Operating Leases

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

The Council as Lessor - Operating Leases

Where the Council grants an operating lease over a property or an item of plant or equipment, the asset is
retained in the Balance Sheet. Rental income is credited to the relevant line in the Comprehensive Income
and Expenditure Statement. Credits are made on a straight line basis over the life of the lease, even if this
does not match the pattern of payments (e.g. there is a premium paid at the commencement of a lease).

17. Overheads and Support Services

The cost of overheads and support services are charged to service segments in accordance with the Council's
arrangements for accountability and financial performance.

18. Property, Plant and Equipment

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

Recognition

Expenditure on the acquisition, creation or enhancement of Property, Plant and Equipment is capitalised on
an accruals basis, provided that it is probable that the future economic benefits or service potential associated
with the item will flow to the Council and the cost of the item can be measured reliably. Expenditure that
maintains but does not add to an asset's potential to deliver future economic benefits or service potential (e.q.
repairs and maintenance) is charged as an expense when it is incurred.

Measurement

Assets are initially measured at cost, comprising;

s the purchase price

*» any costs attributable to bringing the asset to the location and condition necessary for it to be capable
of operating in the manner intended by management

The Council does not capitalise borrowing costs incurred whilst assets are under construction.
The cost of assets acquired other than by purchase is deemed to be its fair value, unless the acquisition does
not have commercial substance (i.e. it will not lead to a variation in the cash flows of the authority). In the

latter case, where an asset is acquired via an exchange, the cost of the acquisition is the carrying amount of
the asset given up by the authority.

Assets are then carried in the Balance Sheet using the following measurement bases:
 infrastructure assets, community assets and assets under construction — depreciated historical cost

* surplus assets — the current value measurement base is fair value, estimated at highest and best use
from a market participant's perspective

 all other assets — current value, determined as the amount that would be paid for the asset in its
existing use (existing use value — EUV)
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Where there is no market based evidence of current value because of the specialist nature of an asset,
depreciated replacement cost {DRC) is used as an estimate of current value.

Where non-property assets that have short useful lives or low values (or both), depreciated historical cost
basis is used as a proxy for current value.

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

Where decreases in value are identified, they are accounted for by:

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

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

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

Impairment

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

Where impairment losses are identified, they are accounted for by:

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

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

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

Depreciation

Depreciation is provided for on all Property, Plant and Equipment assets by the systematic allocation of their
depreciable amounts over their useful lives. An exception is made for assets without a determinable useful
life i.e. freehold land and certain Community Assets and assets that are not yet available for use i.e. assets
under construction.

Depreciation is calculated on the following bases:

« Dwellings and other buildings — straight line allocation over the life of the property as estimated by the
valuer
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¢ Vehicles, plant and equipment — straight line allocation over the life of the asset, as advised by a
suitably qualified officer

» Infrastructure — straight line allocation.

Where an item of Property, Plant and Equipment asset has major components whose cost is significant in
relation to the total cost of the item, the components are depreciated separately. Materiality levels have been
assessed and a materiality level of £0.5m for major components has been applied.

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

Disposals and Non-current Assets Held for Sale

When it becomes probable that the carrying amount of an asset will be recovered principally through a sale
transaction rather than through its continuing use, it is reclassified as an Asset Held for Sale. The asset is
revalued immediately before reclassification and then carried at the lower of this amount and fair value less
costs to sell. Where there is a subsequent decrease to fair value less costs to sell, the loss is posted to the
Other Operating Expenditure line in the Comprehensive Income and Expenditure Statement. Gains in fair
value are recognised only up to the amount of any previous losses recognised in the Surplus or Deficit on
Provision of Services. Depreciation is not charged on Assets Held for Sale.

If assets no longer meet the criteria to be classified as Assets Held for Sale, they are reclassified back to non-
current assets and valued at the lower of their carrying amount before they were classified as held for sale:
adjusted for depreciation or revaluations that would have been recognised had they not been classified as
Held for Sale, and their recoverable amount at the date of the decision not to sell.

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

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

Amounts received for a disposal in excess of £10,000 are categorised as capital receipts. The balance of
receipts remains within the Capital Receipts Reserve, and can then only be used for new capital investment
or set aside to reduce the Council’s underlying need to borrow. Receipts are appropriated to the Reserve
from the General Fund Balance in the Movement in Reserves Statement.

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

19. Fair Value Measurement

The Council measures some of its non-financial assets such as surplus assets and investment properties,
and some of its financial instruments at fair value at each reporting date. Fair vaiue is 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. The fair value measurement assumes that the transaction to sell the asset or transfer
the liability takes place either:

= in the principal market for the asset or lability, or
* inthe absence of a principal market, in the most advantageous market for the asset or liability.
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The Council measures the fair value of an asset or liability using the assumptions that market participants
would use when pricing the asset or liability, assuming that market participants act in their economic best
interest.

When measuring the fair value of a non-financial asset, the authority takes into account a market participant's
ability to generate economic benefits by using the asset in its highest and best use or by selling it to another
market participant that would use the asset in its highest and best use.

The Council uses valuation techniques that are appropriate in the circumstances and for which sufficient data
is available, maximising the use of relevant observable inputs and minimising the use of unobservable inputs.

Inputs to the valuation techniques in respect of assets and liabilities for which fair value is measured or
disclosed in the Council's Financial Statements are categorised within the fair value hierarchy, as follows:

¢ Level 1 — quoted prices (unadjusted) in active markets for identical assets or liabilities that the
authority can access at the measurement date

¢ Level 2 — inputs other than quoted prices included within Level 1 that are observable for the asset or
liability, either directly or indirectly

¢ Level 3 — unobservable inputs for the asset or liability.
20. Provisions

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

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

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

Where some or all of the payment required to settle a provision is expected to be recovered from another
party, this is only recognised as income for the relevant service if it is virtually certain that reimbursement will
be received if the Council settles the obligation.

21. Contingent Liabilities

A contingent liability arises where an event has taken place that gives the Council a possible obligation whose
existence will only be confirmed by the occurrence or otherwise of uncertain future events not wholly within
the control of the Council. Contingent liabilities also arise in circumstances where a provision would otherwise
be made but either it is not probable that an outflow of resources will be required or the amount of the
obligation cannot be measured reliably.

Contingent liabilities are not recognised in the Balance Sheet but disclosed in a note to the accounts.

22. Contingent Assets

A contingent asset arises where an event has taken place that gives the Council a possible asset whose

existence will only be confirmed by the occurrence or otherwise of uncertain future events not wholly within
the control of the Council.
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Contingent assets are not recognised in the Balance Sheet but disclosed in a note to the accounts where it
is probable that there will be an inflow of economic benefits or service potential.

23. Reserves

The Council sets aside specific amounts as reserves for future policy purposes or to cover contingences.
Reserves are created by transferring amounts out of the General Fund Balance. When expenditure to be
financed from a reserve is incurred, it is charged to the appropriate service in that year to score against the
Surplus or Deficit on the Provision of Services in the Comprehensive Income and Expenditure Statement.
The reserve is then appropriated back into the General Fund Balance so that there is no net charge against
council tax for the expenditure.

Certain reserves are kept to manage the accounting processes for non-current assets, financial instruments,
local taxation and retirement and employee benefits and do not represent usable resources for the Council —
these reserves are explained in the relevant policies.

24. Revenue Expenditure Funded from Capital under Statute

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

25. VAT

VAT payable is included as an expense only to the extent that it is not recoverable from Her Majesty’s
Revenue and Customs. VAT receivable is excluded from income.

NOTE 2 — ACCOUNTING STANDARDS ISSUED, NOT ADOPTED

The Code of Practice on Local Authority Accounting in the United Kingdom 2018/19 (the Code) has introduced
several changes in accounting policies which will be required from 1 April 2018.

IFRS 9 Financial Instruments;

IFRS 15 Revenue from Contracts with Customers.

Amendments to IFRS 15: Clarifications to IFRS 15 Revenue from Contracts with Customers.
Amendments to IAS 12 Income Taxes: Recognition of Deferred Tax Assets for Unrealised Losses.
Amendments to IAS 7 Statement of Cash Flows: Disclosure Initiative.,

Amendments to IFRS 16 Leases

The Code requires the disclosure of information relating to the impact of an accounting change that will be
required by a new accounting standard, but one which has not yet been implemented.

Certain aspects of the introduction of IFRS 9 have been adapted for local authorities, effectively removing the
IFRS 9 implications. These cover such areas as soft loans, Lender Option Borrowing Option (LOBO) loans,
immaterial transactions, exchanges of debt instruments and hedge accounting.

IFRS 9 Financial Instruments has been implemented in the 2018/19 CIPFA Accounting Code of Practice. Its
introduction will see the classifications of financial assets change to Amortised Cost. Fair Value through
Comprehensive Income and Fair Value through Profit and Loss, from the previous categories of Loans and
Receivables, Available for Sale and Fair Value through Profit and Loss. The second main change will be the
introduction of a expected credit loss model for particular asset types, rather than an impairment of the asset
resulting from a specific incident.

The impact of these changes on the Authority’s financial position can be summarised as follows:
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The Authority currently holds investments in property funds which, under the revised arrangements,
will no fonger be classified as Available for Sale, but Fair Value through Profit and Loss. This will mean
any capital gains or losses will have a direct impact on the General Fund Balance. The Authority
currently holds £7.748m of such assets. There are indications that the Government will introduce a
statutory over-ride to protect short term fluctuations from impacting on the General Fund Balance,
although details of this arrangement have not yet been formalised.

The expected credit loss implications for those financial assets not treated as Fair Value are expected
to be minimal for the majority of the treasury investments, as the Authority adopts strict credit quality
arrangements in accordance with the CIPFA Treasury Management Code of Practice.

It is not anticipated that the above amendments will have a material impact on the information provided in the
financial statements, i.e. there is unlikely to be a change to the reported information in the reported net cost
of services or the Surplus or Deficit on the Provision of Services.

NOTE 3 — CRITICAL JUDGEMENTS IN APPLYING ACCOUNTING POLICIES

In applying the accounting policies set out in Note 1, the Council has had to make certain judgements about
complex transactions or those involving uncertainty about future events. The critical judgements made in the
Financial Statements are:

There is uncertainty about future levels of funding for local government, notably issues around welfare
reform and localisation of Business Rates, the Fair Funding Review and future financing through New
Homes Bonus. Lincolnshire has been successful in bidding for pilot status for Business Rates, which
will enable 100% retention of Business Rates locally during 2018/19. Arrangements for retention of
Business Rates after this period are yet to be determined. The Council has determined that the
information regarding future funding levels is not yet sufficient to provide an indication that the assets
of the authority might be impaired as a result of a need to close facilities and reduce levels of service
provision.

The Council has examined its leases, and classified them as either operating leases or finance leases.
In some cases the lease transaction is not always conclusive and the Council uses judgements in
determining whether the lease is a finance lease that transfers substantially all the risks and rewards
incidental to ownership. With effect from 2018/19 financial accounts all lessee operational agreements
(apart from those of less than 12 months or those of low value assets) are required to be shown on
the Balance Sheet.

One factor that has had a demonstrable impact in the past five years on the accounts concerns the
assumptions surrounding pensions and the likelihood of legislative change and the impact of such
change. The sensitivity analysis, shown in note 35 on page 72-76, estimates the likely impact of
changes to the assumptions used when reporting the pension liability

Investments - Investment in banks and other financial institutions are secure and will not suffer
impairments.
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NOTE 4 - ASSUMPTIONS MADE ABOUT THE FUTURE AND OTHER MAJOR SOURCES OF
ESTIMATION UNCERTAINTY

The Financial Statements contain estimated figures that are based on assumptions made by the Council
about the future or that are otherwise uncertain. Estimates are made taking into account historical experience,
current trends and other relevant factors. However, because balances cannot be determined with certainty,
actual results could be materially different from the assumptions and estimates.

The items in the Council's Balance Sheet at 31 March 2018 for which there is a significant risk of material
adjustment in the forthcoming financial year are as follows:

Pensions Liability

The estimation of the net liability (£54.083m at 31 March 2018) to pay pensions depends on a number of
complex judgements relating to the discount rate used, the rate at which salaries are projected to increase,
changes in retirement ages, mortality rates and expected returns on pension fund assets. A firm of consuiting
actuaries is engaged to provide expert advice about the assumptions to be applied.

During 2017/18, the actuaries advised that the net pension liability had increased by £0.321m. This is made
up of:

* £2.437m actuarial gain
* £2.758m loss arising from employer contributions of £2.444m being less than the pension obligations
of £5.202m.

Debt Impairment

At 31 March 2018, the Councif had a balance of sundry debtor and housing benefit overpayments of £3.973m.
A review of significant balances suggested that an impairment of doubtful debts of just over 50% (£1.994m)
was appropriate. However, in the current economic climate it is not certain that such an allowance would be
sufficient.

If collection rates were to deteriorate, increasing the impairment for doubtful debts to 60% of the total debt
would require an additional £0.390m to be set aside as an allowance.

Business Rates

Since the introduction of the Business Rates Retention Scheme effective from 1 April 2013, local authorities
need to account for any reduction in Business Rates income and repayment to ratepayers, in respect of
successful appeals against business rates for current and earlier years. A provision has been made in the
accounts based on the best estimate of the amount that the Council might need to repay as a result of
successful appeals up to 31 March 2018. For appeals already lodged, this estimate has been calculated using
the latest Valuation Office Agency list of outstanding appeals with an assessment being made of the likely
impact of those appeals, taking into account past national decisions together with any specific / local
implications. This assessment has been undertaken by an external provider. A new three-stage appeais
process was introduced on 1 April 2017, for appeals against the new 2017 rating list. The authority is yet to
receive any appeals lodged against this rating list, therefore a provision has been made based on 4.7% of
the net rates payable of the authority for appeals not yet lodged, in addition to the current provision for appeals
against the 2010 rating list. This assumption is in fine with an allowance made by Government to the
adjustment to the Business Rates multiplier, representing the view as to the eventual impact of appeals on
the 2017 rating fist.

The Council's share of the provision as at 31 March 2018 (40% of £3.907m) is £1.563m (£1.160m at 31
March 2017).
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Capital Receipts Reserve

The Capitai Receipts Reserve holds the proceeds from the disposal of fand or other assets, which are
restricted by statute from being used other than to fund new capital expenditure or to be set aside to finance
historical capital expenditure. The balance on the reserve shows the resources that have yet to be applied
for these purposes at the year end.

Capital Grants Unapplied
The Capital Grants Unapplied Account holds the grants and contributions received towards capital projects
for which the Council has met the conditions that would otherwise require repayment of the monies but

which have yet to be applied to meet expenditure. The balance is restricted by grant terms as to the capital
expenditure against which it can be applied and/or the financial year in which this can take piace.
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Members

Members of the Council have direct control over the Council’s financial and operating policies. The total of
members' allowances paid in 2017/18 is shown in Note 28. During 2017/18, a number of members were also
directors of Compass Point Business Services (East Coast) Ltd, directors of Magna Vitae Trust for Leisure
and Culture, members of Internal Drainage Boards and other local community associations.

Payments to Companies during the year (other than to those companies mentioned above) for which
members are directors, amounted to £92,000 (£81,000 in 2016/17).

Details of specific transactions where members declared their interests are recorded in the Register of
Members' Interest, open to public inspection at the Council Offices during office hours. The Council is
compliant with the Localism Act 2012.

Officers

During 2017/18 the Chief Executive served as Director of Compass Point Business Services (East Coast) Ltd
by virtue of their position as Head of Paid Service. No other material transactions were identified.

Other Public Bodies

Arrangements for the sharing of the Council’s Section 151 Officer and Deputy Section 151 Officer with Boston
Borough Council were approved and implemented with effect from 1 January 2011. The Council now employs
the Section 151 Officer in a part time role with effect from 1 April 2016 (remuneration is shown in Note 29).
Boston continues to employ the Deputy Section 151 Officer and 15% of the costs are refunded by the Council.
The cost to the Council of this arrangement was £15,774 (£14,150 in 2016/17).

Other Key Management Personnel Services

Costs totalling £34,247 were incurred in respect of the Monitoring Officer role, payable to other suppliers
(£37,134 in 2016/17).

Entities Controlled or Significantly iInfluenced by the Council

Compass Point Business Services

Joint merged service organisation arrangements for the shared provision of a number of back office services
with South Holland District Council were implemented with effect from 1 August 2010, delivered through
Compass Point Business Services (CPBS) (East Coast) Ltd. The Council’'s share of the Company's assets,
liabilities, income and expenditure are shown in note 39. There are no significant balances outstanding
between the Council and the Company at the 31 March 2018.

Further information about the accounts of CPBS is available from the Company Secretary, Eversheds House,
70 Great Bridgewater Street, Manchester, M1 SES

Magna Vitae Trust for Leisure and Culture

From 1 January 2015 the delivery and operation of leisure, cultural and health related services were
transferred to Magna Vitae Trust for Leisure and Culture, a registered charity. For the financial year 2017/18
two of the ten trustees of Magna Vitae during the year were Council Members. The Council paid a service
fee of £2,023,848 to Magna Vitae for the 2017/18 financial year (£2,085,723 in 2016/17). in addition it
provided support service functions including IT, Finance and HR Services.

There were no significant balances outstanding between the Council and the Company at 31 March 2018 (nil
in 2016/17).
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NOTE 36 — CONTINGENT LIABILITIES
At 31 March 2018 the Council has identified the following material contingent liability.

NNDR Appeals

The Council has made provision for NNDR Appeals based upon its best estimate of known appeails as at 31
March 2018, plus an estimate for appeals lodged against the 2017 ratings list, for which appeals have not yet
been received. It is not possible to accurately quantify appeals that have yet to be lodged with the Valuation
Office Agency, so there is a risk that national and local appeals will have a significant impact on the Financial
Statements.

NOTE 37 - CONTINGENT ASSETS
At 31 March 2018 the Council has identified the following material contingent assets:
5106 Agreements

The Council has signed a number of S106 agreements that require developers to make payments to the
Council at some future date, dependent upon certain events taking place such as when the development
actually starts on site. The contributions generally have conditions requiring the Council to spend the monies
in specific areas and on specific items. The total value of the contributions is unknown but is expected to be
in excess of £1m.

NOTE 38 — NATURE AND EXTENT OF RISKS ARISING FROM FINANCIAL INSTRUMENTS
Key risks
The Council's activities expose it to a variety of financial risks. The key risks are:

+ credit risk — the possibility that other parties might fait to pay amounts due to the Council

» liquidity risk — the possibility that the Council might not have funds available to meet its commitments
to make payments

« re-financing risk — the possibility that the Councit might be requiring to renew a financiai instrument
on maturity at disadvantageous interest rates or terms

» market risk — the possibility that financial loss might arise for the Council as a result of changes in
such measures as interest rate movements.

Overall procedures for managing risk

The Council’'s overall risk management programme focuses on the unpredictability of financial markets, and
seeks to minimise potential adverse effects on the resources available to fund services.

Risk management is carried out by a central treasury team, under policies approved by the Council in the
annual treasury management strategy. The Council provides written principles for overall risk management,
as well as written policies (covering specific areas, such as interest rate risk, credit risk, and the investment
of surplus cash).

Credit Risk

Credit risk arises from deposits with banks and financial institutions, as well as credit exposures to the
Council's customers.

This risk is minimised through the Annual Investment Strategy, which requires that deposits are not made
with financial institutions unless they meet identified minimum credit criteria, in accordance with the Fitch,
Moody’s and Standard & Poor's Credit Ratings Services. The Annual Investment Strategy also considers
maximum amounts and time limits with a financial institution located in each category.
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Liquidity Risk

The Council manages its liquidity position through the risk management procedures above (the setting and
approval of prudential indicators and the approval of the treasury and investment strategy reports), as well as
through a comprehensive cash flow management system, as required by the CIPFA Code of Practice. This
seeks to ensure that cash is available when needed.

The Council has ready access to borrowings from the money markets to cover any day to day cash flow need,
and the PWLB and money markets for access to longer term funds. The Council is also required to provide a
balanced budget through the Local Government Finance Act 1992, which ensures sufficient monies are raised
to cover annual expenditure. There is therefore no significant risk that it will be unable to raise finance to meet
its commitments under financial instruments.

All trade and other payables are due to be paid in less than one year.
Refinancing and maturity risk

In managing its cash reserves the Council maintains an investment portfolio. Whilst its cash flow procedures
are considered against the refinancing risk procedures, the longer-term risk to the Council relates to managing
the exposure to replacing financial instruments as they mature. This risk relates to the maturity of longer term
financial assets,

The approved treasury indicator limits for the maturity structure of debt and the limits placed on investments
for greater than one year in duration are the key parameters used to address this risk. The approved treasury
and investment strategies address the main risks whilst the treasury team addresses the operational risks
within the approved parameters. This includes monitoring the maturity profile of investments to ensure that
sufficient liquidity is available for the Council’s day to day cash flow needs.

Market Risk

Interest Rate Risk - The Council is exposed to interest rate movements on its borrowings and investments.
Movements in interest rates have a complex impact on the Council, depending on how variable and fixed
interest rates move across differing financial instrument periods. For instance, a rise in variable and fixed
interest rates would have the following effects:

borrowings at variable rates — the interest expense charged to the Comprehensive Income and
Expenditure Statement will rise

borrowings at fixed rates — the fair value of the borrowing will fal

investments at variable rates — the interest income credited to the Comprehensive Income and
Expenditure Statement will rise; and

+ investments at fixed rates — the fair value of the assets will fali

Borrowings are not carried at fair value on the Balance Sheet, so nominal gains and losses on fixed rate
borrowings would not impact on the Surplus or Deficit on the Provision of Services or Other Comprehensive
income and Expenditure. However, changes in interest payable and receivable on variable rate borrowings
and investments will be posted to the Surplus or Deficit on the Provision of Services and affect the Genera!
Fund Balance. Movements in the fair value of fixed rate investments that have a quoted market price will be
reflected in the Other Comprehensive Income and Expenditure Statement.

The Council has a number of strategies for managing interest rate risk. The Annual Treasury Management
Strategy draws together the Council’s prudential and treasury indicators and its expected treasury operations,
including an expectation of interest rate movements. From this Strategy a treasury indicator is set which
provides maximum limits for fixed and variable interest rate exposure. The treasury team monitors market
and forecast interest rates within the year to adjust exposures appropriately. For instance, during periods of
falling interest rates, and where economic circumstances make it favourable, fixed rate investments may be
taken for longer periods to secure better long term returns; similarly the drawing of longer term fixed rate
borrowing would be postponed.

If all interest rates had been 1% higher (with all other variables held constant) the financial effect would be:
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GLOSSARY OF TERMS

Accounting Period
This is the period of time covered by the accounts, normally twelve months commencing on 1 April. The end
of the accounting period is the Balance Sheet date.

Accruals Basis
The accruals principle is that income is recorded when it is earned rather than when it is received and
expenses are recorded when goods and services are received rather than when the payment is made.

Actuarial Gains and Losses
Actuaries assess financial and non-financial information by the Council to project levels of future pension
fund requirements. Changes in actuarial deficits or surpluses can arise leading to a loss or gain because:

¢ events have not coincided with the actuarial assumptions made for the last valuation

* the actuarial assumptions have changed

Appointed Auditors
Public Sector Audit Appointments Limited (PSAA) appoints external auditors to every Local Authority from
one of the major firms of registered auditors. For East Lindsey this is KPMG.

Balance Sheet
This is a statement of the recorded assets, liabilities and other balances held at the end of the accounting
period.

Balances
The balances of the Council represent the accumulated surplus of income over expenditure on any of the
funds.

Capital Adjustment Account

The Account accumulates (on the debit side) the write-down of the historical cost of fixed assets as they are
consumed by depreciation and impairments or written off on disposal. It accumulates (on the credit side) the
resources that have been set aside to finance capital expenditure. The same process applies to capital
expenditure that is only capital by statutory definition (e.g. Disabled Facilities Grants). The balance on this
account thus represents timing differences between the amount of the historical cost of fixed assets that has
been consumed and the amount that has been financed in accordance with statutory requirements.

Capital Expenditure
This is expenditure on the acquisition of a non-current asset (fixed asset), or expenditure, which adds to, and
not merely maintains, the value of an existing non-current asset.

Capital Receipts
Income received from the sale of land or other capital assets, a proportion of which may be used to finance
new capital expenditure, subject to the provisions contained within the Local Government Act 2003.

Carrying Amount
The Balance Sheet value recorded of either an asset or a liability.

Cash Flow Statement
The Cash Flow Statement shows the changes in cash and cash equivalents of the Council during the financial
year.

Chartered Institute of Public Finance and Accountancy (CIPFA)
CIPFA is the leading professional accountancy body for public services

Coliection Fund

A fund administered by the Council showing the transactions of the billing authority (East Lindsey) in relation
to the collection from taxpayers and the distribution to local authorities and the Government of council tax
and non-domestic rates.
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Community Assets

These are non-current assets that the Council intends to hold in perpetuity which have no determinable finite
useful life and, in addition, may have restrictions on their disposal. Examples of community assets are parks
and historical buildings.

Contingent Liabilities or Assets

These are amounts potentially due to or from individuals or organisations which may arise in the future but
which at this time cannot be determined accurately and for which, provision has not been made in the
Council’s accounts.

Council Tax :

This is one of the main sources of local taxation to local authorities. Council Tax is levied on households
within its area by the Billing Authority (East Lindsey) and the proceeds are paid into its Collection Fund for
distribution to precepting authorities and for use by its own General Fund.

Council Tax Requirement

This is the estimated revenue expenditure on General Fund services that is required to be financed from
Council Tax after deducting income from fees and charges, certain specific grants and any funding from
reserves.

Creditors
Amounts owed by the Council for work done, goods received or services rendered, for which payment has
not been made at the balance sheet date.

Current Service Cost

Current Service Cost is the increase in the present value of a defined benefit pension scheme’s liabilities
expected to arise from employee service in the current period, i.e. the ultimate pension benefits “earned” by
employees in the current year's employment.

Curtailment
Curtailments will allow the cost of the early payment of pension benefits if any employee has been made

redundant in the previous financial year

Debtors
These are sums of money due to the Council that have not been received at the balance sheet date.

Deferred Capital Receipts
These represent capital income still to be received after disposals have taken place.

Defined benefit Scheme
Pension schemes in which the benefits received by the participants are independent of the contributions paid
and are not directly related to the investments of the scheme. The scheme may be funded or unfunded.

Department for Communities and Local Government (CLG)
The CLG is a key Department within Central Government with the overriding responsibility for determining
the allocation of general resources to local authorities.

Depreciation
This is the measure of the wearing out, consumption, or other reduction in the useful economic life of a fixed

(non-current) asset.

Earmarked Reserves
The Council holds a number of reserves earmarked to be used to meet specific, known or predicted future

expenditure.
Equity method

A method of accounting by which an equity investment is initially recorded at cost and subsequently adjusted
to reflect the investor's share of the net assets of the Joint Operation.
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Events after the Balance Sheet Date
Events after the Balance Sheet date are those events, favourable or unfavourable, that occur between the
Balance Sheet date and the date when the Accounts are authorised for issue.

Exceptional Items

Material items deriving from events or transactions that fall within the ordinary activities of the Council but
which need to be disclosed separately by virtue of their size and/or incidence, to give fair presentation of the
accounts.

External Audit

The independent examination of the Council's activities and accounts to ensure that the accounts have been
prepared in accordance with legislative requirements and proper practices and to ensure the Council has
made proper arrangements to secure value for money in its use of resources.

Expenditure

This is amounts paid by the Council for goods and 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 they have not been paid for.

Fair Value
The fair value of an asset is the price at which it could be exchanged in an arm’s length transaction less,
where applicable, any grants receivable towards the purchase or use of the asset.

Finance Lease
A finance lease is a lease that transfers substantially all of the risks and rewards of ownership of a fixed asset
to the lessee.

Financial Instruments

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 Investments, trade receivables and trade payables.

Future Economic Benefits
The potential for an asset to contribute to the flow of cash and cash equivalents of the Authority.

General Fund
This is the main revenue fund of the Council and includes the net cost of all services financed by local
taxpayers and Government Grants,

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

Impairment

A reduction in the value of a fixed asset to below its carrying amount on the Balance Sheet. Examples of
factors which may cause such a reduction in value include general price decreases, a significant decline in a
fixed asset’'s market value and evidence of obsolescence or physical damage to the asset.

Income

These are amounts due to the Council 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 the services have been supplied even if the payment hasn’t been received (in which case the
recipient is a debtor to the Council).

Infrastructure Assets

Fixed assets belonging to the Council that cannot be transferred or sold, on which expenditure is only
recoverable by the continued use of the asset created. Examples are highways, footpaths and bridges.
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Intangible Assets
These are assets that do not have physical substance but are identifiable and controlled by the Council.
Examples include Software Licenses.

International Financial Reporting Standards

These are 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 other entities.

Joint Arrangement
An arrangement of which two or more parties have joint control.

Joint Operation
A joint arrangement whereby the parties that have joint control of the arrangement have rights to the assets,
and obligations for the liabilities, relating to the arrangement.

Liabilities
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.

Materiality
The concept that the Accounts should include all amounts which, if omitted or mis-stated, couid be expected
to lead to a distortion of the financial statements and ultimately mislead a user of the accounts.

National Non-Domestic Rates (Business Rates)
This is one of the main sources of local taxation to local authorities. NNDR is the levy on business property,
based on a national rate in the pound appiied to the rateable vaiue of the property.

Net Book Value (NBV)
The amount at which fixed assets are included in the Balance Sheet, i.e. their historical costs or current value
less the cumulative amounts provided for depreciation.

Net Debt
Net debt is the Council's borrowings less cash and liquid resources.

Net Realisable Value (NRV)
NRYV is the open mark value of the asset in its existing use (or open market value in the case of non-
operational assets) less the expenses to be incurred in realising the asset.

Non-Current Assets Fixed Assets)
Assets that yield benefits to the Council and the services it provides for a period of more than one year.
Examples include land, buildings and vehicles.

Non-Operational Assets _
Fixed assets held by the Council but not directly occupied, used or consumed in the delivery of services.
Examples are investment properties, assets under construction or assets surplus to requirements pending
sale or redevelopment.

Operational Assets
Fixed assets held and occupied, used or consumed by the Council in the pursuit of its strategy and in the
direct delivery of those services for which it has either a statutory or discretionary responsibility.

Operational Boundary
This reflects the maximum anticipated ievel of external debt consistent with budgets and forecast cash flows.
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Operating Lease
This is a type of lease usually for computer equipment or office furniture and equipment where the balance
of risks and rewards of holding assets remains with the lessor. The assets remain the property of the lessor
and the lease costs are revenue expenditure to the Council.

Precept

The amount levied by various Authorities that is collected by the Council on their behalf. The precepting
authorities in East Lindsey are Lincolnshire County Council and the Police and Crime Commissioner for
Lincolnshire.

Prior Year Adjustment

These are material adjustments which are applicable to an earlier accounting period arising from changes in
accounting policies or from the correction of fundamental emrors. This does not include normal recurring
corrections or adjustments of accounting estimates made in prior years.

Provision
An amount put aside in the accounts for future liabilities or losses which are certain or very likely to occur but
the amounts or dates of when they will arise are uncertain.

Related Parties

Related parties are Central Government, other Local Councils, precepting and levying bodies, subsidiary and
associated companies. Related parties are deemed to include the Council's elected members. the Chief
Executive and its directors. 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.

Remuneration

All sums paid to or receivable by an employee and sums due by way of expense allowances (as far as those
sums are chargeable to UK income tax) and the money value of any other benefits received. Pension
contributions payable by the employer are excluded.

Reserves

The accumulation of surpluses, deficits and appropriations arising from previous financial years. Reserves
can either be usable; that is, available to meet the Council’s future expenditure plans and unusable; that is,
those maintained purely for accounting purposes.

Revaluation Reserve

The Reserve records the accumulated gains on the fixed assets held by the Council 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
Expenditure incurred on the day-to-day running of the Council. This mainly includes employee costs, general
running expenses and capital financing costs.

Revenue Expenditure Funded From Capital under Statute (REFCUS)

Expenditure incurred in year that may be capitalised under statutory provision but that does not resuit in the
creation of a non-current asset that has been charged as expenditure to the Comprehensive Income and
Expenditure Statement.

Revenue Support Grant
A grant paid by Central Government towards the cost of providing General Fund services.
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Service Potential
Future benefits that an asset is expected to bring to the Council.

Treasury Management
This is the process by which the Council controls its cash flow and its 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 Council.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF EAST LINDSEY DISTRICT COUNCIL
REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS
Opinion

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

In our opinion the financial statements:

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

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

Basis for opinion

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

Going concern

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

Other information published with the financial statements

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

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

Deputy Chief Executive’ responsibilities

As explained more fully in the statement set out on page 16, the Deputy Chief Executive is responsible
for the preparation of the Authority’s financial statements in accordance with proper practices as set out
in the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom 2017/18.
They are also responsible for: such internal control as they determine is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or error;
assessing the Authority’s ability to continue as a going concern, disclosing, as applicable, matters related
to going concern; and using the going concern basis of accounting on the assumption that the functions
of the Authority will continue in operational existence for the foreseeable future.

Auditor’s responsibilities

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

A fuller description of our responsibilities is provided on the FRC's website at
www.frc.org.uk/auditorsresponsibilities
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REPORT ON OTHER LEGAL AND REGULATORY MATTERS

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

Conclusion

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

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

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

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

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

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

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

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

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

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

e an application for judicial review has been made under Section 31 of the Local Audit and
Accountability Act 2014.

We have nothing to report in these respects.

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

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

CERTIFICATE OF COMPLETION OF THE AUDIT

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

M Gede=—
———

John Cornett

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

St Nicholas House

31 Park Row

Nottingham

31 July 2018
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