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1.

Introduction

The accounts of such a large and diverse organisation as Newcastle City Council are
by their nature both technical and complex. This report provides an explanatory
narrative to key elements of the statements and sections in the accounts and also
provides a summary of the Council's financial performance for 2018/19 and its future
financial prospects.
This report provides the reader with:
•

A guide to the different financial statements within the Statement of Accounts

•

An overview of the activities and significant matters which occurred during the
year

•

A summary of the Council's financial performance during the year ended 31
March 2019 and its financial position at that date

•

A look ahead to 2019/20 and beyond

The Statement of Accounts sets out the financial performance of the Council for the
year ended 31 March 2019 and its financial position at that date. They have been
prepared in accordance with proper practices as set out in the Chartered Institute of
Public Finance & Accountancy (CIPFA) Code of Practice on Local Authority
Accounting in the United Kingdom (the Code). The Code requires that the accounts
give a true and fair view of the financial position of the Council. In line with the Code,
suitable accounting policies have been applied, and where necessary prudent
judgements and estimates have been made.
The accounts feature four main financial statements:
•

Movement in Reserves Statement

•

Comprehensive Income and Expenditure Statement

•

Balance Sheet

•

Cash Flow Statement

The purpose of each of the above statements is described at the end of this report.
The actual statements are contained within the accompanying Statement of
Accounts document, which also includes detailed notes providing further explanation
in relation to specific amounts and balances.
The main statements are supplemented by four further sections:
•

Explanatory Notes to the Core Statements

•

Housing Revenue Account (HRA)

•

Collection Fund

•

Group Financial Statements

These statements and accounts collectively provide a comprehensive view of the
Council's financial position during the period to which they relate.
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The Council seeks to make best possible use of resources available with regard to
economy, efficiency and effectiveness. This responsibility is shared by Members
and officers of the Council along with the Director of Resources having a specific role
in ensuring the adequacy of resources and proper financial administration. Our
budget proposals for 2019/20 (Shaping our future together: our medium-term plan
2019/20 to 2021/22) sets out how we are dealing with the continued public sector
austerity whilst delivering bold ambitions for the city. It outlines the steps we
propose to take over the next three years. The accompanying Statement of
Accounts looks back at our performance over the past year. Reviewed together they
provide the reader with an understanding of the financial position of the Council.
In order to obtain a wider view of activities, priorities and plans, the Council produces
a Council Plan setting priorities for the year ahead and detailing the values that
underpin our work. By explaining what the Council will do to improve outcomes for
people in the City, it helps staff see how the work they do makes a difference to the
lives of people who live, work and learn in Newcastle. The plan informs the
allocation of resources through our revenue budget and capital investments, creates
the basis for the planning of services across the Council and makes the Council’s
contribution to city wide issues clear to its partners.
Key points to note from the Statement of Accounts are as follows:

2.

•

The Council's underlying financial position is sound, the 2018/19 actual spend
was £0.3m less than the agreed net revenue budget of £228.4m.

•

The General Fund unearmarked reserve was maintained at £10.1m which
represents no movement on the previous year.

•

Net assets/total reserves decreased during the year from £360.2m to
£297.9m. Within this, General Fund earmarked reserves increased from
£94.3m to £102.6m. Note 33 to the accounts on page 87 gives a full
breakdown of these reserves. The ‘Financial Instruments’ reserve has been
created to hold the technical accounting adjustments required in response to
International Financial Reporting Standard 9 (Financial Instruments).

•

Total capital investment during the year was £121.2m (£127.1m in 2017/18)
through the capital programme. No assets were acquired through a finance
lease during the year. There were PFI related capital enhancements of
£0.269m during the year (£0.271m in 2017/18).
Revenue Financial Summary 2018/19

Revenue expenditure covers the cost of the Council's day to day operations and
contributions to and from reserves.
Within the accompanying Statement of Accounts document, the Comprehensive
Income & Expenditure Statement (CI&ES, page 19) sets out the Council’s financial
position for the year before taking account of statutory adjustments required to be
made to the accounts. The Movement in Reserves Statement (MIRS, page 18)
reflects these statutory adjustments and shows how the financial performance for the
year has impacted on the Council’s reserves.
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The gross cost of services during the year was £877.8m (£918.2m in 2017/18) and
this is shown within the CI&ES on page 19 of the Statement of Accounts. This
includes both General Fund services and the Housing Revenue Account (HRA).
After deducting specific grants and income from fees and charges, the net cost of
services was £274.9m (£311.4m in 2017/18) which again is shown within the CI&ES
on page 19 of the Statement of Accounts. The year on year movement primarily
relates to the Housing Revenue Account which can be seen in greater detail from
page 130 of the Statement of Accounts with the main change being the change in
treatment of depreciation from 2017/18 in line with recommended accounting
practice. This reflected charges for depreciation and reversals of impairments where
a change in treatment was required during 2017/18. These charges are reversed
out through the HRA Movement in Reserves Statement so they do not have any
impact on the underlying level of resources available to the Council.
The breakdown of gross expenditure, gross income and net expenditure (General
Fund) between the different service areas is shown in the following charts and
corresponds to the Comprehensive Income & Expenditure Statement presentation.
Corporate costs have been excluded from the analysis on the basis that this includes
technical pension adjustments:
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Revenue expenditure covers the cost of the Council's day to day operations and
contributions to and from reserves. This expenditure is offset by various types of
income received by the Council.
The net cost of service of £274.9m (£311.4m in 2017/18) which can be seen on page
19 of the Statement of Accounts was funded from a range of sources including
Revenue Support Grant, Business Rates and Council Tax. The average band D
Council Tax for 2018/19 for the Council was £1,771.21 (£1,682.34 in 2017/18), with
an average Council Tax per dwelling of £974.39 (£906.03 in 2017/18). This ranked
the Council as the 20th lowest out of 325 local authorities for the average Council
Tax amount per dwelling (the lower the ranking the lower the level of Council Tax).
The Comprehensive Income & Expenditure Statement on page 19 of the Statement
of Accounts shows a net deficit for the year of £61.9m (2017/18 net deficit of £0.4m)
which is after re-measurement of the defined benefit pension liability and
revaluations of property. These charges are reversed out through the Movement in
Reserves Statement (MIRS, page 18) so they do not have any impact on the
underlying level of resources available to the Council.
3.

Capital Investment

Capital investment during the year totalled £121.2m (£127.1m in 2017/18). This
consisted of £110.7m (£118.7m in 2017/18) direct capital expenditure incurred by the
Council and £10.5m (£8.4m in 2017/18) capital expenditure via long-term capital
loans to third parties. An analysis of capital investment by Directorate and funding
source are shown in the following charts:
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The significant capital projects / programmes with spend over £1.0m by Directorate
were as follows (figures in brackets represent total capital investment, which is
funded from a range of sources):
Place
• Acquisition of Bullocksteads sports ground (£1.1m)
• Broadway / Brunton Lane cycle improvements (£1.0m)
• Construction of Biosphere labs building (£10.2m)
• Disabled Facilities Grant (£2.3m)
• Killingworth Road highways improvements (£3.6m)
• Newcastle Helix infrastructure (£2.8m)
• Refurbishment of Civic Centre (£12.8m)
Resources
• IT Technical refresh programme (£3.3m)
Housing Revenue Account
• Adaptions programme (£1.2m)
• Bathroom replacement (£1.1m)
• Boiler replacement (£1.6m)
• Citywide fire doors (£7.6m)
• Citywide smoke alarm replacement (£1.1m)
• Conewood House (£1.4m)
• Roofing programme (£3.1m)
• Voids programme (£6.6m)
• Window and doors (£4.5m)
Operations
• Vehicle replacement programme (£3.2m)
People
• Replacement of Dinnington First School (£2.9m)
Capital Loans / Equity Shares
•
•
•

Fusion (City Pool & City Hall) (£4.5m)
Re-Generate Newcastle (£3.1m)
Riverside Dene Community Stadium (£3.0m)
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An analysis of how this capital investment was financed is shown in the following
chart:

4.

Housing Revenue Account (HRA)

The HRA Income & Expenditure Statement on page 130 of the accounts sets out the
financial position for the year before taking account of statutory adjustments required
to be made to the accounts. The Statement of Movement on the Housing Revenue
Account on page 131 reflects these statutory adjustments and shows how the
financial performance for the year has impacted on HRA reserves.
The HRA Income & Expenditure Statement shows a net deficit for the year of £1.7m
(net deficit of £136.9m in 2017/18). The movement from 2017/18 largely reflects
charges for depreciation and reversals of impairments where a change in treatment
was required during 2017/18. These charges are reversed out through the HRA
Movement in Reserves Statement so they do not have any impact on the underlying
level of resources available to the Council.
5.

Treasury Management

The Balance Sheet on page 20 shows external borrowing of £753.5m as at 31st
March 2019, which is split between short term borrowing (£41.6m) and long term
borrowing (£711.9m). This compares to total external borrowing of £680.6m as at
31st March 2018 (£74.7m short term borrowing and £605.9m long term borrowing).
External borrowing is within our agreed Treasury Management authorised limit of
£895.7m (excluding PFI).
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The Balance Sheet also shows that there were short term external investments at
31st March 2019 of £35.0m which represented short term interest generating bank
and investment institution deposits (£15.0m invested with Banks, £10.0m invested
with Building Societies and £10.0m invested with other local authorities). The
council maintained its investments in line with the limits agreed by City Council in
March 2018 (updated in November 2018) throughout the year.
There were no such external investments as at 31st March 2018.
6. Debtors
The Balance Sheet on page 20 shows short term debtors of £78.0m as at 31st March
2019 compared to £109.3m at the end of the previous year. These balances are
analysed in more detail in Note 22 on page 73. The main reasons for the movement
during the year include a net decrease in overall balances within ‘Other Entities &
Individuals’ of £32.3m. Within this category the Pension Contributions prepayment
reduced from £29.8m in 2017/18 to £12.9m in 2018/19 in line with expectations.
Overdraft balances within the Council’s bank account belonging to other
organisations reduced from £16.9m in 2017/18 to £2.6m in 2018/19.
7.

Income Collection

97.1% (96.9%, 2017/18) of Council Tax and 99.1% (99.1%, 2017/18) of Business
Rates due in the year were collected, this is consistent with the collection on the
previous year. The in-year collection rates for both council tax and business rates
are still amongst the highest when compared with Core Cities and other North East
local authorities.
99.21% (99.19%, 2017/18) of housing rents due in the year were collected, which is
a slight increase on the previous year and reflects YHNs aim to create services that
support successful living, and that mitigate against the impact of Universal Credit
across the City. This was 0.73% higher than the 98.48% target set by NCC as part of
the Management Fee agreement.
89.9% (89.7% in 2017/18) of the number of sundry debt invoices raised and 91.3%
(85.9% in 2017/18) of the value raised were cleared within 90 days. The Council is
continuing to take proactive measures to improve debt collection rates.
8.

School Balances

Individual school balances at the end of the year totalled £9.5m compared to £8.2m
at the end of the previous year. These balances will change year on year as schools
utilise or increase their balance. Balance levels also change where a school
converts to an academy and the retained balance transfers on conversion. Schools
hold balances to mitigate against a range of financial risks or to provide for planned
large items of one-off expenditure. Schools holding balances need to be able to
illustrate that the balance is held for a specific purpose and will be spent within a
defined timescale and have been approved by governors. This process is monitored
and subject to annual review by the Schools Forum.

Newcastle City Council Narrative Report 2018/19
Schools also hold balances to address anticipated funding shortfalls, to mitigate
against known cost pressures and forecast variations in pupil numbers.
9.

Pensions Costs

The Council is a member of the Tyne and Wear Pension Fund (the pension fund),
which is part of the Local Government Pension Scheme, which provides defined
benefits based on members’ final pensionable salary and years of service. In
accordance with IAS19, the Council is required to value all pension liabilities that
have accumulated at the end of the year consisting of:
•

Pension benefits that are being paid out to former employees who have retired

•

Pension benefits earned to date by current employees but not yet paid out

IAS19 also requires the Council to value all investments held by the pension fund at
market value at the end of the year.
When assets and liabilities at year-end are compared this results in a surplus or
deficit.
At the end of the year there was a pension fund deficit of £735.6m and this is
disclosed on the Balance Sheet on page 20. This compares with a deficit of
£708.5m at the end of the previous year. The level of deficit can vary year on year
due to the assumptions made by the pension fund actuary in determining the
discount factor used when assessing the fund. This can significantly change the fair
value of fund liabilities. The deficit as at 31st March 2019 takes into account the
national judgements on McCloud and Guaranteed Minimum Pensions (GMP). The
actuary valuation is influenced by a number of economic factors and this includes the
potential impact of Brexit. Note 30 to the accounts on page 79 provides further
analysis and disclosure of the Pension Fund Liability.
The sustainability of public sector pension schemes is dependent on the funds ability
to generate returns (hence the use of equities in the main which tend to out perform
other asset classes over the longer term) sufficient to cover the future payments to
pensioners. There are a number of factors that cause volatility in the valuation of the
pension assets and liabilities which are used by the fund actuary to calculate the
accounting values on the fund as follows:
•

•

•
•

Equities (shares) which can be very volatile in the short term. This could lead
to significant movements in the asset values between years but in the long
term equity values generally increase.
Bond yields can also be very volatile. A decrease in bond yields will increase
the value of the liabilities but this is marginally offset by an increase in the
fund assets.
Pension fund liabilities are linked to either pay or price inflation. Higher
inflation expectations will lead to an increase in the pension funds liabilities.
Life expectancy is increasing which means that the future liabilities are
increasing in line with the expectations of pension payments to existing and
future pensioners.
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Assumptions are made by the actuary on all of the above based on information
available to them from the pension fund and national data. Being a funded scheme
means that any deficits must be picked up by the employers within the fund based
on a tri-annual valuation.
10. Material Items of Income and Expenditure
During 2018/19 the following material item of income / expenditure warranted
separate disclosure, as detailed below and in Note 6 on page 38.
Pension Liability:
•

•

On an annual basis, each member of the Tyne and Wear Pension Fund is
required to re-measure its liability to the fund and account for any changes in
its accounts. The changes are determined by an actuary who makes
assumptions that cover average life expectancy, inflation which affects
pension increases, the ability of investments to generate returns and salary
increases which increase member contributions. The scheme actuary has
taken into account the national judgements on McCloud and Guaranteed
Minimum Pensions (GMP). The change identified is charged against the
Pension Reserve with the corresponding entry being recognised in the
Comprehensive Income and Expenditure Statement.
In 2018/19, using the above assumptions, the actuary identified an increase in
the pension liability of £27.1m made up from a re-measurement gain of
(£39.6m), an adjustment for items relating to retirement benefits charged to
the Provision of Services £98.8m and reduced employer pension and direct
payments made by Newcastle of (£32.1m). The actuary calculated an
increase in pension fund liability of £29.2m in 2017/18.

11. Restatement
There were no circumstances identified which required a prior period adjustment to
the accounts.
12. Group Results
The Group Accounts included as part of the Statement of Accounts fully incorporate
the results of Your Homes Newcastle Group (YHN). Full details of the relationship
can be found in the Group Introduction on page 144 of the Statement of Accounts.
The Group results show a deficit for the year of £55.9m (deficit of £3.7m in 2017/18).
The net assets of the Group stood at £284.9m at 31st March 2019 (£341.1m in
2017/18).
Other entities which fall within the potential group boundary, but which are not
consolidated into the Group Accounts as they are not considered to be material, are
detailed within the Related Parties Note 16 within the Statement of Accounts on
page 49.
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13. Accounting Developments and critical judgements
In applying the accounting policies set out in Note 43 of the Statement of Accounts
(Statement of Accounting Policies) the Council has had to make certain judgements
about complex transactions or those involving uncertainty about future events. The
critical judgements made in the Statement of Accounts are considered to be:
•

•
•

•
•
•
•

There is a high degree of uncertainty about future levels of funding for local
government. However, the Council has determined that this uncertainty is not
yet sufficient to provide an indication that the assets of the Council might be
impaired as a result of a need to close facilities and reduce levels of service
provision
Determining whether an arrangement meets the definition of a service
concession within the scope of IFRIC (International Financial Reporting
Interpretations Committee)12
Following a review of the Council's contracts, Private Finance Initiative (PFI)
schemes have been recognised on the balance sheet as they meet the
criteria of IFRIC12, however no other contracts are within the scope of
IFRIC12.
Determining whether a substantial transfer of risks and rewards has occurred
in relation to leased assets
Determining where ownership and control lies in relation to Voluntary Aided
(VA) and Foundation Trust Schools, and whether or not the land and buildings
of these schools should be recognised in the Council's Balance Sheet
Determining the impact of International Financial Reporting Standard 9
(Financial Instruments) on the accounts
Determining whether the Council is required to produce group accounts

Additional accounting developments have been reviewed and determined to have no
impact on the Council, see Note 39 (page 97) within the Statement of Accounts.
14. Financial Planning - Priorities
It is essential the Council is clear on the outcomes to be achieved for residents so
that we can prioritise how we use resources accordingly.
The council has five themed priorities – Employment (creating more and better jobs),
Education & Skills (the best learning opportunities for all), Environment (a clean,
green and safe Newcastle), Health & Social Care (a healthy, caring city) and
Housing (building more and better homes). Performance against these priority areas
is reported on a quarterly basis to Cabinet.
There is one dashboard for each of our five themed priorities:
•
•
•
•

Employment: creating more and better jobs.
Education and skills: the best learning opportunities for all.
Environment: a clean, green and safe Newcastle.
Health and social care: a healthy, caring city.
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•

Housing: building more and better homes.
There is also a dashboard related to enabling delivery of the themed priorities.

We use a range of indicators within the dashboards to show how we are performing
and working towards our ambitions set out in the Council Plan. Each dashboard
includes four indicators with explanatory and supporting narrative alongside. This
design allows us to review and change the indictors we report each quarter,
reporting data as it becomes available.
For some indicators, we are directly responsible for services that impact upon how
well we do. Targets relating to these are set out in associated plans, for example, our
housing and development plans set out in our Local Development Plan and our local
service standards are published on our website.
For other indicators, we are not always directly responsible for the services, they are
often led by our partners with whom we work to make a difference. One example of
this is the level of crime. For these, it is not appropriate for us to set out targets, but
we include these indicators as they provide a measure of how the city is doing and
details of how we’re working together towards shared plans, such as the Safe
Newcastle Plan.
The simple format of the Dashboards makes performance information more
accessible, providing a transparent way of understanding the overall state of the city
and how we and our partners are making a difference.
The following pages contain the most recent performance dashboard information
(quarter 4).
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15. Looking Ahead / Economic Position
The national context within which the council will work on its 2020/21 – 2022/23
medium term plan is extremely uncertain and extremely challenging. The main
source of uncertainty is Brexit and the national political situation. If Brexit remains
unresolved into the early-autumn, then it is likely the planned Comprehensive
Spending Review will cover one year only rather than the usual four meaning we will
not have any greater certainty about government funding for 2021/22 and 2022/23.
It is likely the implementation of business rates reform and the fair funding review will
be deferred by at least a year from 2020/21 to 2021/22, however, some elements of
business rate reform may still be implemented in 2020/21 as originally planned. The
next revaluation of the business rates baseline is planned for 1 April 2021 (brought
forward from 1 April 2022), which may coincide with the introduction of business
rates reform, and whilst this should be cost neutral for the council there could be big
changes for individual businesses within the city.
Our budget proposals for 2019/20 (Shaping our future together: our medium-term
plan 2019/20 to 2021/22) sets out how we are dealing with the continued public
sector austerity whilst delivering bold ambitions for the city. It outlines the steps we
propose to take over the next three years to address the anticipated savings
requirement of £59 million.
Combined with unavoidable cost pressures arising from increased demand for
services and the economic position, it means that savings totalling £17.1m are
required in 2019/20, with a further £21.0m required in 2020/21 and a further £20.9m
in 2021/22.
The Council’s agreed 2019/20 capital programme is £133.1m (£138.1m in 18/19) of
which £94.0m is General Fund (£94.3m in 18/19) and £39.1m is HRA specific
(£43.9m in 18/19). The anticipated capital programme in 2020/21 is £117.5m of
which £80.0m is General Fund and £37.5m is HRA specific. In future years projects
are frequently classed as ‘Pipeline’ where projects which are yet to be fully assessed
in detail and approved by Cabinet and are therefore subject to change.
£57.9m of the 2019/20 capital programme will be funded from grants and
contributions (£28.7m in 18/19), £10.4m will be financed by capital receipts (£7.3m in
18/19), £5.3m (£31.3m in 18/19) will be financed from revenue (mainly HRA), and up
to £59.5m will be financed by borrowing (£70.8m in 18/19). The majority of planned
borrowing will be undertaken on a self-financing basis, i.e. the revenue costs
associated with the borrowing will be funded by efficiency savings or income
generated as a direct result of the capital investment and will not therefore result in a
cost pressure on the revenue budget. Looking further ahead into 2020/21 the
funding of Pipeline projects will be confirmed as part of the specific Cabinet approval
for each approved project.
The medium term financial plan is underpinned by the following key principles:
•
•

Prudent assessment of future resources and unfunded cost pressures.
Maximisation of income generated across all areas of the council, and prompt
collection of all amounts owed to the council / minimisation of bad debts.
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•
•
•
•
•
•
•
•
•
•
•
•
•

Prudent assessment of provisions required to mitigate potential future liabilities.
Risk-assessed level of reserves and balances held corporately to mitigate
potential financial liabilities / commitments.
Planned use of reserves to fund transformation expenditure.
Maximisation of capital receipts from disposals.
Maximisation of external grant funding that meets our priorities.
Prudent use of the council’s borrowing powers to undertake capital investment
that is not funded by capital receipts, grants or contributions from third parties.
Promotion of ‘invest to save’ opportunities via detailed assessment of business
cases.
Effective management and forecasting of the council’s day to day and longerterm cash flow requirements.
Minimisation of longer term treasury management risks, including smoothing out
the debt maturity profile, by gradually reducing our reliance on short-term
borrowing.
Full integration of revenue and capital financial decision-making processes, to
ensure the revenue implications of capital projects are accurately reflected in the
medium term financial plan and the annual budget.
Production of detailed implementation plans for all savings proposals.
Sign-off of all revenue budgets by the relevant senior manager before the start of
the financial year.
Regular monitoring of budgets and robust management action to address any
unplanned variances that arise.

16. The Statement of Accounts
The Statement of Accounts is set out in the accompanying document. They consist
of the following statements that are required to be prepared under the Code of
Practice:
Movement in Reserves Statement (Statement of Accounts page 18)
This statement shows the movement during the year on the different reserves held
by the Council, analysed into usable and unusable reserves. Usable reserves may
be used to fund expenditure or reduce local taxation subject to the need to maintain
a prudent level of reserves and any statutory limitation on their use (e.g. the Capital
Receipts Reserve may only be used to fund capital expenditure or repay debt).
Unusable reserves usually have a specific legislative or accounting purpose and
generally consist of timing differences between accounting requirements and the
underlying resource position of the Council. The surplus or deficit on the provision of
services shows the full cost of providing services during the year, more detail of
which is shown in the Comprehensive Income & Expenditure Statement.
This is different from the amounts required to be charged to the General Fund
unearmarked reserve and the Housing Revenue Account unearmarked reserve for
Council Tax setting and dwellings rent setting purposes. The statement also shows
discretionary transfers to / from earmarked reserves.
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Comprehensive Income and Expenditure Statement (Statement of Accounts
page 19)
This statement shows the full cost of providing services during the year in
accordance with generally accepted accounting practices, rather than the amount to
be funded from taxation. Local authorities raise taxation to cover expenditure in
accordance with regulations, which may be different from the cost of services in
accounting terms.
The Comprehensive Income & Expenditure Statement on page 19 reflects the
current Directorate reporting structure in order to report the service analysis on the
basis of the organisational structure under which the local authority operates. The
services contained within each Directorate heading are as follows:
People
• Adult Social Care
• Children’s Social Care
• Inclusion, Commissioning and Procurement
• Education
Place
• Capital Investment
• Transport
• Development
• Economic Development
• Fairer Housing Unit
• Commercial Development & Property
Resources
• ICT
• Business Management
• Human Resources
• Financial Services
• Audit, Risk & Insurance
• Legal Services
Operations
• Single Point of Leadership (jointly delivered construction / repairs and
maintenance service with YHN)
• Community Hubs
• Facilities Services & Civic Management
• Local Services
• Parking
• Regulatory Services
• Resilience Planning
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Assistant Chief Executives
• Communities
• Democratic Services
• Museums, Arts and Culture
• Policy, Communications & Performance
• Cooperative Community Services
Public Health
• Public Health
Balance Sheet (Statement of Accounts page 20)
The Balance Sheet shows the value of all assets and liabilities at the start and end of
the year. The net assets of the Council (i.e. assets less liabilities) are matched by
the Council's reserves.
Cash Flow Statement (Statement of Accounts page 21)
This statement shows the changes in cash and cash equivalents of the Council
during the year. The statement shows how the Council generates and uses cash
and cash equivalents by classifying cash flows as operating, investing and financing
activities. The 'net cash flow from Operating Activities' is a reflection of the extent to
which the operations of the Council are funded from taxation, grant income and /or
fees and charges. 'Investing Activities' reflects the extent to which the Council has
invested in assets that will be used to deliver services over a number of years.
'Financing Activities' reflects the extent to which the Council has sought additional
funding to support its capital investment plans.
Housing Revenue Account - HRA (Statement of Accounts pages 130 to 136)
This account reflects the statutory obligation to 'ring-fence' and show separately the
major elements of the housing revenue expenditure (repairs and maintenance,
administration and capital financing costs) and how this is met by rents, subsidies
and other income. Included within the section on the HRA is the Statement of
Movement on the HRA, which discloses how the HRA Income & Expenditure
Account surplus or deficit for the year reconciles to the movement on the HRA
balance for the year.
Collection Fund (Statement of Accounts pages 137 to 140)
This statement summarises the transactions of the Collection Fund, a statutory fund
distinct from the General Fund of the Council. The Collection Fund accounts
independently for income relating to Council Tax and Business Rates on behalf of
those bodies (including the Council's own General Fund) for whom the income has
been raised.
The costs of administering the Collection Fund are accounted for in the General
Fund. Collection Fund balances are consolidated in the Council's balance sheet.
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Group Financial Statements and Notes (pages 142 to 166)
These statements report the financial picture of all activities conducted by the
Council, including those delivered through partnership and separate undertakings
owned by the Council.
17. Annual Governance Statement
To accompany the Narrative Report and Statement of Accounts, the leadership of
the Council prepares an Annual Governance Statement that sets out the principal
arrangements that operate to ensure proper governance of the Council’s affairs and
the stewardship of resources at its disposal. It also outlines the principal
arrangements that are in place to ensure that a sound system of internal control is
maintained.
18. Statement of Responsibilities
A requirement from the 2018/19 Code of Practice on Local Authority Accounting in
the United Kingdom is that each local authority should provide a Statement of
Responsibilities which sets out the responsibilities of the authority and the chief
financial officer in respect of the Statement of Accounts:
The Authority’s Responsibilities
The authority is required to:
•

•
•

Make arrangements for the proper administration of its financial affairs and to
secure that one of its officers has the responsibility for the administration of
those affairs. In this authority, that officer is the Chief Financial Officer
(Director of Resources)
Manage its affairs to secure economic, efficient and effective use of resources
and safeguard its assets
Approve the Statement of Accounts (England and Wales only)

The Chief Financial Officer’s Responsibilities
The Chief Financial Officer is responsible for the preparation of the authority’s
Statement of Accounts in accordance with proper practices as set out in the
CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United
Kingdom (the Code).
In preparing this Statement of Accounts, the Chief Financial Officer has:
•
•
•

selected suitable accounting policies and then applied them consistently
made judgements and estimates that were reasonable and prudent
complied with the local authority Code
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The Chief Financial Officer has also:
•
•

kept proper accounting records which were up to date
taken reasonable steps for the prevention and detection of fraud and other
irregularities

19. Brexit
Extensive planning took place within the council in the months leading up to the
original 29 March 2019 deadline, including:
•

•

•

Systematically reviewing readiness of our own services, with an emphasis on:
infrastructure & transport; health & social care services; community cohesion
and, citizenship & staffing.
Assessing potential impacts on the city as a whole, including economic
development; food supply and public health. Much of this work was undertaken in
conjunction with partners.
Establishing the organisational infrastructure needed to support implementation
of contingency plans if needed, including resourcing and staffing implications,
governance and decision-making, and communications and stakeholder liaison.

Council officers engaged actively with partners, government officials and
neighbouring authorities (including through the city’s ‘2020 Partnership’ and the
Local Resilience Forum). Through this we gained confidence that key partners were
also putting in place reasonable action and mitigation plans for a potential No Deal
Brexit.
The North of Tyne Combined Authority also identified opportunities to promote and
support businesses during the Brexit process and particularly in the event of no deal.
A Combined Authority business engagement event took place where businesses had
the opportunity to highlight Brexit-related issues and concerns. The Combined
Authority will continue to engage businesses on Brexit issues.
Further details can be viewed within the February 2019 and March 2019 reports to
Cabinet.
Following the Prime Minister’s decision to agree an extension with the European
Union to 31 October 2019 the council’s planning activities were stood down.
However, as the 31 October 2019 deadline approaches, we will re-activate the
council’s planning activities and, if necessary, measures will be implemented to
mitigate any potential negative impacts on the council, residents and the business
community.
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20. Further Information Available to Council Tax Payers
Access to this report, the accounts and the Annual Governance Statement will be
made available to the general public via the Council’s website. If, however, you wish
to purchase copies, a nominal charge of £5.00 will usually be requested to cover
printing costs. If this information is needed in another format or language please use
the contact details below.
As part of the Council’s programme of continuous improvement we are striving to
improve our system of reporting back to users of services. If you have any problems
understanding this publication, any general enquiries on the accounts or have any
suggestions on how it may be improved, please contact:
Anthony Francis
Service Manager - Financial Accounting
5th Floor, Civic Centre
Barras Bridge
Newcastle upon Tyne
NE1 8QH

Tel: (0191) 211 6919
Fax: (0191) 211 4840
e-mail: anthony.francis@newcastle.gov.uk

