


1. Statement of Accounts 2007/08          
 
 
Introduction by Councillor Ray Puddifoot, Leader of the Council 

 
Welcome to the London Borough of Hillingdon’s Statement of Accounts for 2007/08.  This 
statement sets out how the Council spent your money and gives details about the 
Council’s financial position.  
 
When we were elected, we stated that we would both maintain a low level of Council tax 
each year and invest in improving services and facilities for the residents of Hillingdon.  
We have kept that commitment and set a low level of Council tax. In addition, the 
Borough’s over 65s did not pay any increase in Council tax this year. 
 
Once again, through good financial management and planning, we have been able to 
invest significant sums of money in the areas that you have told us matter most to local 
residents.   These include helping to keep the borough clean and tidy, recycling, support 
for local residents to get onto the housing ladder. 
 
The additional investments include: 

• 10 new solo sweepers and two mechanical sweeping machines 
• £400K for recycling initiatives 
• An extra £700K for road maintenance 
• An extra £110K for street lighting 
• £150K to fund town centre improvements 
• An investment of £155K for a children’s water play feature at Ruislip Lido 
• An extra £100k, giving a total of £1m a year on environmental improvements 
• £190K on parks and green spaces 
• Funding for two extra planning enforcement officers 
• £400K for youth projects 
• A second mobile youth bus 
• £1m for sports initiatives 
• £460K to continue the refurbishment of Hillingdon’s libraries  
• Roll-out of the full low-cost home ownership scheme for borough residents 
• Funding for a specialist domestic violence court 
• A fund to support priorities for older people 

 
We still face the challenges of not receiving the full costs of supporting unaccompanied 
asylum seeking children and we are continuing to press Government to fully fund our 
costs.  Indeed, this year, if we received the full costs, we would have been able to set a 
zero increase in Council tax for everyone. 
 
As well as investing extra money in key services and dealing with the funding challenges 
that were presented to us, I am delighted that this year, we have achieved our target of 
£12m in balances a full two years earlier than planned.  This is a major achievement and 
will allow us even more flexibility to invest in improving services for our residents.  
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As you can see, we are making sure we put residents at the heart of everything we do, 
investing in Council services, supporting all of our residents and delivering even better 
services to local people. 
 
This all demonstrates that your Council is delivering exceptional value for money, keeping 
your Council taxes low and investing extra money in local services. 
 
 
 
 
 
 
Signature 
Councillor Ray Puddifoot 
Leader of the Council 
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2. Summary of the Authority’s Financial Position         
 
This document sets out the annual accounts of the London Borough of Hillingdon for the 
year ended 31st March 2008. The Council has prepared it’s accounts in the format set for 
local authority accounts by the Chartered Institute of Public Finance and Accountancy.  
 
The purpose of this forward is to provide a more understandable guide to the most 
significant matters reported in the accounts. Included in the accounts are a number of 
technical terms that are specific to local government finance and a glossary has been 
provided on page 89 to assist the understanding of the financial statements.  
 
Summary of the Authority’s Financial Performance 
 
Revenue Budget 
 
Hillingdon’s net expenditure budget for 2007/8 was set at £178.1m, an increase of £6.0m  
(3.5%) on the 2006/7 budget. The increase was financed through additional Council Tax 
(£4m; 4%) and Government Formula Grant (£2m; 2.8%).    
 
The Council’s financial strategy is to deliver an average Council Tax increase of 3% over 
the life of the Administration as well as providing Executive priority growth of £1m per 
annum and building general reserves to an acceptable level of £12m.  
 
There was an overall increase in Council Tax of 4.08% made up of 3.75% for Hillingdon 
Borough Council services and 5.3% for the Greater London Authority.  
 
The 2007/8 budget review process identified savings of £13.3m that have a full year 
impact of £14.8m. This enabled a shortfall in government grant for unaccompanied 
asylum seekers and scale back in formula grant to be absorbed and £1.3m to be made 
available for new discretionary growth.  £0.4m of this has been used to introduce a 2% 
discount on Hillingdon’s element of Council Tax for older people where the charge payer 
is over 65 years of age and not in receipt of benefit. 
 
Throughout 2007/8 Cabinet received reports each month showing progress on the main 
service budgets. These reports highlighted where corrective action was to be taken to 
ensure plans were achieved and spending kept within approvals. The outturn for the year 
was £177.7m, which compared to the original budget showed an under spend of £0.4m. 
Taking account of a grant receipt of £2.5m under the Government’s Local Authority 
Business Grant Incentive scheme the general reserve has increased to £12.2m.  
 
The main variances from the original budget were; 
 
Adult Social Care, Health and Housing 
 

• Increase in costs to help older people to live at home additional £720K 
• Reduced cost of support services  £192K 
• Reduced costs for Homelessness service £444K 
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Education 
 

• A reduction of schools reserves of £600K  
• Additional teacher’s threshold grant £701K 
• Shortfall of grant for Barnhill PFI £185K 
• Children’s services improvements in purchasing and placement cost reductions 

produced an underspend of £1,419K 
• Special Needs Team reduced spending on Special Educational Needs and staff 

vacancies £246K 
• Asylum Seeking children additional costs £2,150K not fully covered by grant. A 

contingency has been provided to cover some of these costs.  
 
Environment and Consumer Protection  
 

• Savings in respect of new public conveniences £143K 
• Graffiti removal and overspend of £163K 
• Waste Disposal reduced tonnage produced a saving of £227K 
• Local Land Charges reduced income owing to the downturn in the housing market 

£155K 
• Planning policy savings from staff vacancies, legal costs and additional income 

from RAF Uxbridge £157K 
• Leisure facilities reduced income from LBH owned golf courses owing to operator 

going into administration £286K.   
 
Corporate Budgets 
 

• Additional costs of agency staff to cover key vacancies £354K. Some of these 
posts have now been filled by permanent appointments 

• Additional costs to meet actuary requirements for London Pension Fund Authority 
£120K 

• Fuel costs for Civic Centre additional £98K 
• Reduced commercial rates costs on Civic Centre £466K  
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Details of revenue expenditure across departments plus the sources of Council’s revenue 
income are shown below.  
 

Chart 1 
Gross Expenditure on Council Services
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Chart 2 
Sources of Councils Revenue Income
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Capital Spending in 2007/8 
 
Capital expenditure is expenditure on the purchase, improvement or enhancement of 
assets, the benefit of which impacts for longer than the year in which the expenditure was 
incurred. Capital spending for the year was £68.1m compared to £78.4m in 2006/7. This 
expenditure was financed from various sources including supported borrowing (£17.1m), 
capital receipts (£17.7m), revenue (£12.5m) and government grants (£18.6m) and other 
third party contributions (£2.2m). Major capital schemes in 2007/8 included the 
completion of Ruislip Manor Library, incorporating a library, adult education centre and 
luxury flats sold at a discount to first time buyers living in the borough, commencement of 
construction of a new leisure complex at Botwell Green, and the redevelopment of the 
Uxbridge Lido which will include a 50m swimming pool.  
 
The Local Government Act 2003 introduced the prudential code whereby the Council is 
responsible for deciding its own level of affordable borrowing. In doing so capital 
investment plans have to be affordable, prudent and sustainable. To demonstrate that the 
Council has fulfilled these objectives a range of prudential indicators are set annually and 
performance against these indicators is monitored regularly. During 2007/8 the Council 
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undertook supported borrowing of £17.1m (£12.3m HRA funds for Decent Homes 
expenditure) to finance the capital programme and required no additional unsupported 
borrowing due to raising sufficient capital receipts. In addition, £12.1m of these receipts 
were temporarily set aside for the repayment of debt.  
 

 
2007/2008 Capital Expenditure 

 

 
 
 
 

2007/2008 Capital Funding 
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Balances 
 
Balances represent the Council’s general reserve. These are set aside to cover 
unexpected expenditure, for instance additional costs arising from stormy weather or to 
cover other business risks. Each year the Director of Finance reviews the level of the 
general reserve to ensure it is adequate as there are restrictions on the Council’s ability to 
borrow to support revenue expenditure. It is assessed that the minimum level of reserves 
needed appropriately to support the continuation of Hillingdon’s services is between £10m 
and £15M. Two years ago the general reserve had fallen to an unacceptably low level 
and considerable effort has been placed on securing an increase. The general reserve for 
non-schools services is now £12.6m    
 
Schools also hold reserves for similar purposes and to meet future project expenditure. At 
31st March 2008 school reserves amounted to £13.0m. This is approximately 6% of 
schools expenditure.  
 
In addition, the Council holds a number of earmarked reserves. This is money that has 
been set aside for specific purposes most of which are statutory.   
 
 
Treasury Management  
 
External debt has remained broadly at the same level as last year.  The Council borrows 
to fund capital expenditure. There was a significant increase in long-term debt during 
2006/7 taking advantage of the lower level of interest rates. This is being used to fund 
capital expenditure in 2008/9 as well as 2007/8.   
 
The average rate of interest on the loans portfolio has averaged 4.24% compared to 
4.28% last year. This has also resulted in interest costs increasing only slightly by £0.2m 
to £9.7m. This reflected the slightly higher level of borrowing throughout the 2007/8 
financial year than was the case in 2006/7. The main source of borrowing is the Public 
Works Loans Board. Interest charges by the Board are lower than those charged in the 
markets.  
 
Hillingdon has followed a strategy of exchanging higher rated loans before maturity where 
there are real savings to be made. The Council also plans to phase refinancing to avoid 
borrowing peaks at times when interest costs are high.   
 
The treasury management function aims to maximise the Council’s cash flow and 
increase interest earnings during times of cash flow surplus. At 31st March 2008 the level 
of short-term investments stood at £92.7m (£102.9m at 31 March 2007) offset by short-
term borrowings of £4.9m (£5.2m at 31 March 2007). The net surplus represents a 
combination of capital receipts used to fund capital spending, re-phasing of some capital 
projects and a strict recovery process where credit has been granted to Council clients 
and customers.  Total interest earned in 2007/8 was £7.3m (£4.54m in 2006/7). The 
average rate of return was 5.8%, 0.3% higher than the benchmark 7 day London Inter 
Bank BID rate of 5.5%.    
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Accounting for Pensions 
 
The Council participates in two local government pension schemes, one administered by 
the London Borough of Hillingdon and the other run by the London Pension Fund 
Authority. The London Borough of Hillingdon Fund’s actuary, Hymans Robertson, last 
carried out an actuarial valuation of the fund on 31 March 2007. Valuations take place 
every three years. The valuation estimated a deficiency of £50m, which has resulted in an 
increase in the employer’s contribution rate effective from 1st April 2008. The London 
Borough of Hillingdon contribution rate following the last valuation at 31st March 2004 was 
14.85%. This rate has changed with effect from 1st April 2008 to 15.6% and will increase 
further on 1st April 2009 to 16.35% and on 1st April 2010 to 17.1%.   
 
Teachers employed by the Council contribute to the Teachers Pension Scheme 
administered by the Department for Children, Schools and Families. Contributions are 
paid to this body reflecting employee and employers contributions. More details are given 
at page 55. 
 
The Council is required to adopt FRS17 on retirement benefits. The total liability at 31st 
March 2008 of £101.3m has been recognised, compared to £102.7m at 31st March 2007. 
Details of the disclosures are shown in the Statement of Accounting Policies (page 21) 
and in disclosures notes on pages 54 to 55.  
 
Collection Fund 
 
The Council has reported a deficit on the collection fund of £1,620K for 2007/8. This will 
be recovered in future financial years to the Council and Greater London authority in 
proportion to the value of the respective demands on the Collection Fund. The Council 
Tax collection rate was 96.2% compared to 94.9% in 2006/7.  
 
Review of Staffing 
 
Recruiting and retaining high calibre employees is essential if the Council is to achieve its 
performance objectives.  At 31st March 2008 the number of Council employees, excluding 
schools, totalled 3017 full time equivalents (FTE) An increase of 17 FTE (0.6%) on 31st 
March 2007. The following chart shows the breakdown by department.  
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Labour turnover reduced from 11.22% in 2006/7 to  8.38% in 2007/8.  
 
The Council performance on a range of employee best value performance indicators 
show:  
 
      London Borough of Hillingdon 
 
Working days lost due to sickness            9.46 
 
Top 5% earners are women    42.62    
 
Top 5 % earners are from ethnic minorities  17.98  
 
Percentage of employees with disability     2.12 
 
Ethnic minority representation in the workforce.  26.55 
 
Group Accounts 
 
The Council’s group accounts are shown on pages 66 to 73. The Council has one 
subsidiary, Hillingdon Homes Ltd, which is responsible for the management of the 
housing stock. Hillingdon Homes’ income and expenditure, assets and liabilities have 
been consolidated on a line by line basis in accordance with FRS2. The operating income 
and expenditure of Hillingdon Homes Ltd has been included in the Housing Service line of 
the Net Cost of Services.  
 
Significant issues for 2007/8 
 
The Statement of Recommended Accounting Practice (SORP) for 2007 introduced further 
changes to the accounting statements.  
 
The Fixed Assets Restatement Account and Capital Financing Account have been 
replaced by the Revaluation Reserve and Capital Adjustment Account. The Revaluation 
Reserve only includes revaluations since 1st April 2007. The balance on each former 
account has been written off to the Capital Adjustment Account.  
 
Loan premiums and discounts resulting from the early repayment of outstanding debt 
cannot now be carried forward to the following year’s balance sheet but must be written 
off to the General Fund. There are various options regarding treatment that depend upon 
the circumstances of the repayment. The overall impact on taxpayers is insignificant.  
 
Similarly, where the Council has granted a loan at a privileged rate of interest, or no 
interest is to be charged, the value of the loan on the balance sheet must be discounted 
to reflect the lower rate of return and the resultant “consumption” of the asset.   The loss 
of interest is charged to the Income and Expenditure Account but then adjusted so that 
there is no impact on local taxpayers by a transfer to the Financial Instruments 
Adjustment Account.  
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The Local Area Agreement Grant (LAA Grant) has replaced a number of specific grants.  
This enables Councils to form partnerships with other public bodies and voluntary 
organisations to achieve agreed joint objectives. The local Council may be the 
accountable body for all LAA Grant distributed in its area or grant may be distributed 
directly to partnerships in which case the local Council becomes the agent to the 
partnership but is not accountable for grant distributed directly. In 2007/8 Hillingdon 
formed a number of partnerships but has determined to act as the “accountable body” for 
all LAA Grants distributed.  
 
 
Outlook for the Future  
 
Hillingdon’s budget requirement for 2008/9 as agreed by Council on 28th February 2008, 
is £187.3m an increase of 5.2% on the budget requirement for 2007/8.  It has resulted in 
an increase in Council Tax of 3% in respect of Hillingdon Borough Council services.  
 
The impact from setting a target level for Council Tax increases over the life of the 
Administration is that further savings will be required to balance the budget in the future. 
It is anticipated that an annual savings requirement of £7.5m will be required.  
 
The approach to securing these additional savings is to continue with the themes 
identified by external challenge panels to set target values to be achieved. Four key 
themes for future savings are;  
 

• Securing procurement savings 
• Seeking improved efficiency 
• Focussing on charging and income generation. 
• Maximising funding from other sources 

 
In addition a programme of fundamental service reviews have been commissioned that 
considers significant service realignment across a range of service areas that are 
considered to have the potential for value for money improvement.   
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3. Statement of Responsibilities         
 
 
1.  Authority’s Responsibilities 
 
 The authority is required to: 
 
• make arrangements for the proper administration of its financial affairs and to 

ensure that one of its officers has the responsibility for the administration of those 
affairs.  In this authority that officer is the Director of Finance and Resources. 

 
• manage its affairs to secure economic, efficient and effective use of resources and 

safeguard its assets. 
 
• approve the statement of accounts. 
 
2. Director of Finance and Resources’ Responsibilities 
 
The Director of Finance and Resources is responsible for the preparation of the Council’s 
statement of accounts that present fairly the financial position of the authority at the 
accounting date and its income and expenditure for the year ended 31st March 2008.  
 
In preparing this statement of accounts the Director of Finance and Resources has: 
 
• selected suitable accounting policies and then applied them consistently; 
• made judgements and estimates that were reasonable and prudent; 
• complied with the code of practice. 
• kept proper accounting records that were up to date; 
• taken reasonable steps for the prevention and detection of fraud and other  

irregularities. 
 
 
3. Director of Finance and Resources’ Approval of Accounts 
 
I certify these accounts present fairly the financial position of the London Borough of 
Hillingdon, in terms of the CIPFA/LASAAC Code of Practice on Local Authority 
Accounting in Great Britain (‘the Code of Practice’), as at the 31st March 2008 and its 
income and expenditure for the year then ended.  
 
 
 
 
 
Christopher Neale  
DIRECTOR OF FINANCE & RESOURCES 
24 September 2008 
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Audit Committee Certificate for the Approval of the Accounts         
 
I confirm that these accounts were considered and approved by the Audit Committee at 
the meeting held on 24 September 2008. 
 
Signed on behalf of London Borough of Hillingdon 
 
 
 
Elizabeth Kemp 
CHAIRMAN 
24 September 2008 
 

4. Audit Certificate and Opinion         
 
 
AUDITORS’ REPORT TO THE LONDON BOROUGH OF HILLINGDON  
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5. Statement of Accounting Policies         
  
    
The Accounts have been prepared in accordance with the 2007 Code of Practice on 
Local Authority Accounting and Statement of Recommended Practice, issued by the 
Chartered Institute of Public Finance and Accountancy (CIPFA), Statements of Standard 
Accounting Practice (SSAP) and Financial Reporting Standards (FRS). Any departures 
from recommended practices are stated within this section and/or within the notes to the 
accounts.  
 
CAPITAL 
 
1. Tangible Fixed Assets     
 
Recognition: All expenditure on the acquisition, creation or enhancement of tangible 
fixed assets is capitalised on an accruals basis in the accounts, provided that the asset 
yields benefits to the authority for a period of more than one year.  This excludes 
expenditure on routine repairs and maintenance of fixed assets that is charged direct to 
service revenue accounts. 
 
Measurement: Assets are initially measured at cost, comprising all expenditure that is 
directly attributable to bringing the asset into working condition for its intended use. 
Assets are then carried in the balance sheet valued on the basis recommended by CIPFA 
and in accordance with the Statements of Asset Valuation Principles and guidance notes 
issued by the Royal Institute of Chartered Surveyors (RICS).  Fixed assets are included in 
the balance sheet on the following basis: 
 
• land, operational properties and other operational assets are included in the balance 

sheet at the lower of net current replacement cost or net realisable value in existing use, 
 
• non-operational assets, including investment properties and assets that are surplus to 

requirements, are included in the balance sheet at the lower of net current replacement 
cost or net realisable value. In the case of investment properties this is normally open 
market value. In some cases where a Depreciated Replacement Cost (DRC) figure has 
been used, an additional opinion has been sought as to the Open Market Valuation 
(allowing for alternative uses) if it was at a figure significantly higher or lower than the 
DRC figure, 

 
• infrastructure assets and community assets are included in the balance sheet at 

historical cost, net of depreciation,  
 
• plant and machinery forming an integral part of the property is included in the valuation 

of the buildings. Other plant and machinery has been given a value on the basis of 
historic costs as a proxy for current value.  

 
A de minimis value of £10,000 has been set for capital purchases. This latter limit also 
applies to valuations.  
 
Revaluations of fixed assets are planned at five yearly intervals, although material 
changes to asset valuations will be adjusted in the interim period, as they occur, using 
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valuation data obtained each year by the Council’s valuers. Any surpluses arising on the 
revaluation of fixed assets are credited to the Revaluation Reserve. This is a new account 
effective from 1st April 2007 and gains arising before that date have been consolidated 
into the Capital Adjustment Account. There are significant changes to the accounting 
arrangements for valuations (see later paragraphs for these policies).  
 
De minimis expenditure is charged to revenue but, where permissible and appropriate, it 
is financed as though it were capital expenditure.  
 
Foundation school assets are not owned by the Council and the value of the assets is not 
included in the Council’s balance sheet.  
 
Impairment: An impairment review of all assets is undertaken at the end of each financial 
year.  Losses arising from the clear consumption of economic benefits would be 
recognised as a cost in the relevant service revenue account. Otherwise it is written off 
against any revaluation gain attributable to the relevant asset in the Revaluation Reserve, 
with any excess charged to the relevant service revenue account. It is then reversed out 
in the Statement of Movement on General Fund Balances so it does not have an impact 
on the Council’s balances.   
 
Depreciation: depreciation is provided in the accounts in accordance with the Financial 
Reporting Standard (FRS) 15 and CIPFA guidelines. FRS 15 states that depreciation is to 
be provided on all fixed assets other than non-depreciable land and non-operational 
investment properties according to the following policy: 
 
• newly acquired assets are not depreciated in the year of acquisition and assets in the 

course of construction are not depreciated until they are brought into use, 

• depreciation is calculated using the straight-line method. 
 
Depreciation is based on the following useful lives or approach:  
 

• Infrastructure - 40 years 
 

• Vehicles, Plant, Furniture & 
Equipment 

- 5 to 7 years 

• Other Land & Buildings - useful life varies depending on the 
condition, type and usage of the asset.     
                          

• Surplus Assets - useful life varies depending on the 
condition, type and usage of the asset. 
 

• Personal Computers - useful life varies depending on the 
condition, type and usage of the asset. 
 

• Intangible Assets - useful life varies depending on the 
condition, type and usage of the asset. 
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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: when an asset is disposed of or decommissioned, any loss or profit on 
disposal is written off to the Income and Expenditure Account. 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. Therefore the loss or profit on sale 
is appropriated to the Capital Adjustment Account from the Statement of Movement on 
the General Fund Balance. Revaluation gains are credited to the Capital Adjustment 
Account with amounts in excess of £10K being categorised as capital receipts.  
 
Receipts from the disposal of fixed assets are accounted for on an accruals basis. Capital 
receipts are available to finance capital expenditure and any receipts that are not used to 
finance capital expenditure in year are included in the balance sheet in the usable capital 
receipts reserve.  
 
Council houses are sold at a discount in accordance with the legislative requirements. 
Some land and property may be sold at a discount or at nil value to housing associations 
in return for nomination rights (i.e. taking tenants from the Council’s waiting list); 
otherwise all other assets are sold at market value. 
 
Commitments to make stock transfers are valued at estimated tenanted market value at 
the time the transfer is agreed and an adjustment made to the fixed assets and any loss 
charged to the HRA Income and Expenditure Account. An adjustment is made to fixed 
assets for any change to this valuation at the time of actual disposal.   
 
The Local Authorities (Capital Financing and Accounting) (England) Regulations 2003 
requires the Council to pay a specified amount of capital receipts from the disposal of 
housing land and dwellings to the Secretary of State as a contribution to the housing pool. 
The rate is currently 75% of the capital receipt from the sale of Council dwellings and 50% 
of any other interest in housing land although there are reductions for certain qualifying 
disposals. This expenditure is recorded in the Income & Expenditure Account but is 
financed from a contribution from the usable capital receipt reserve. 
 
Deferred credits relate mainly to the sale of Council houses and reflect the amount of 
mortgage principal outstanding on sales, which will be transferred to capital receipts when 
paid. 
 
Grants and contributions: where grants and contributions are received that are 
identifiable to fixed assets with a finite useful life, the amounts are credited to the 
Government Grants Deferred Account. The balance is then written down to revenue to 
offset depreciation charges made for the related assets in the relevant service revenue 
account, in line with the full SORP guidelines. 
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2. Intangible Assets  
 
Intangible assets, such as software licences, are only recognised on the balance sheet 
when they are purchased or where internally developed and they have a readily 
ascertainable market value. Intangible assets are included at historic cost and only 
revalued in line with FRS10. Intangible assets are amortised over their economic life, 
which is reviewed annually. 

 
 
3. Charges to Revenue for Fixed Assets    
 
Service revenue accounts, support services and trading accounts are debited with the 
following amounts to record the real cost of holding fixed assets during the year: 

• Depreciation attributable to the assets used by the relevant service 
• Impairment losses attributable to the clear consumption of economic benefits on 

tangible fixed assets used by the service 
• Amortisation of intangible fixed assets attributable to the service 

 
The Council is not required to raise Council tax to cover the above charges. Depreciation, 
impairment losses and amortisations are therefore not charged to the General Fund and 
are removed by adjustment in the Statement of Movement on the General Fund Balance 
 
 
4. Deferred Charges    
 
Deferred charges represent expenditure that may properly be capitalised, but which does 
not represent tangible fixed assets, for example housing association grants, capital 
expenditure on foundation schools and housing improvement grants. Deferred charges 
are amortised to revenue in the year in which the expenditure is incurred. Where the 
Council has determined to meet the cost of the deferred charges from existing capital 
resources or by borrowing, a transfer to the Capital Adjustment account reverses the 
amounts charged in the Statement of Movement on the General Fund Balance so there is 
no impact on the level of Council tax. 
 
6. Leasing      
 
Where assets are acquired under finance leases, these assets are recognised in the 
Council’s balance sheet together with the liability to pay future rentals. Under the 
prudential framework these long term liabilities are included in the Capital Financing 
Requirement (CFR), which triggers Minimum Revenue Provision (MRP) charges in future 
years on the reducing balance of the liabilities first recognised (see accounting policy for 
Minimum Revenue Provision). When entering into finance leases the Council has decided 
to make Voluntary Revenue Provision (VRP) contributions so the charge to the Statement 
of Movement in the General Fund Balance is in line with the payments of principal over 
the lease term.  
 
The Council has 3 finance leases with the Ealing Family Housing Association for 102 
dwellings. Following a review of leases undertaken in 2004/05 a number of leases for 
vehicles and plant have been classified as finance leases under SSAP21.  
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Leases that do not meet the definition of finance leases are accounted for as operating 
leases. Rentals payable are charged to the relevant service revenue account on a 
straight-line basis over the term of the lease, generally meaning that rentals are charged 
when they become payable.   
 
In general the accounts reflect actual costs and income. In some instances actual costs 
and income must be estimated. Wherever this need arises information from agreements 
and contracts are used or guidance is sought from technical experts.     
 
 
REVENUE 
 
 
7.  Accruals of Income and Expenditure    
 
Revenue accounts of the Council are also maintained on an accruals basis in accordance 
with the code of accounting practice and FRS18. Sums due to or from the Council during 
the year are included in the revenue account whether or not the cash has actually been 
received or paid in the year.  
 
Customer and client receipts: such receipts take the form of sales, fees, charges and 
rents. These are accrued and accounted for in the period to which they relate. There are 
a few instances where full accurate accrual is not realistic and the accounts reflect a 
broad view of the amounts received during the year. Estimations are based upon known 
prices/charges or agreements currently in force.  
 
Employee costs: full costs are charged in the accounts for the period within which the 
employee worked. Accruals are made for salaries and wages earned but unpaid at the 
end of the financial year. These estimations are based upon agreed employment 
contracts. For some payments such as overtime and car allowances, where the difference 
between years is not significant, the aim is to ensure that twelve months costs are taken 
account of.  Where estimation is required it is based upon agreed time worked, rates of 
pay and employment contracts.   
 
Interest: Interest payable on external borrowings and interest on income are accrued and 
accounted for in the accounts of the period to which they relate on a basis that reflects the 
overall impact of borrowings. 
 
Supplies and Services: The cost of supplies and services is accrued and accounted for 
in the period during which they were consumed or received. Accruals are made for all 
material sums unpaid at year-end for goods and services received or works completed. In 
some instances the approach is to make sure there is a full year’s costs included in the 
accounts rather than seek spurious accuracy. A de minimis value of £2000 has been set 
for invoices due to be paid but not processed at the creditors cut-off date except for those 
relating to utility companies and grant funded expenditure. Where necessary, costs are 
estimated based upon agreed contracts, price lists and technical officer judgement.  
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8. Long Term Contracts    
 
The Council has entered into a number of long term contracts that have commitments 
beyond the period of account. Material future commitments are outlined in a note to the 
accounts.  
 
9. PFI Contract   
 
A PFI scheme is one where the operator provides the buildings and supporting ancillary 
services in exchange for annual payments for a period of time.  
 
The Council has entered into a long-term contract for the construction and facilities 
management of Barnhill Community High School.   
 
10. Government Grants and Contributions  
 
Grants and subsidies have been credited to the appropriate revenue and capital 
accounts. Accruals have been made for sums known to be receivable for the year, where 
the receipt was outstanding at 31st March 2008. The final claims for grants included in the 
accounts are subject to audit.  Government grants are only recognised in the Income and 
Expenditure account once conditions for their receipt have been complied with and there 
is a reasonable assurance that the grant will be received in accordance with SSAP 4.  
 
LBH is the “Accountable Body” for the Local Area Agreement Grant. Income and 
expenditure with respect to the use of LAAG is accounted for in the Net Cost of Services.     
 
11. Stocks and Work in Progress   
 
Stocks at the year end are included at the lower of cost or net realisable value. Work in 
Progress on uncompleted jobs is valued at cost including an allocation of overheads. 
 
 
12. Costs of Support Services   
 
In line with CIPFA recommended practice and complying with the Best Value Accounting 
Code of Practice, support service costs are recharged to front line services. The basis of 
allocation is as follows: 
• Central department costs (for example Finance & Resources, Deputy Chief Executive) 

are mainly apportioned on the basis of staff numbers.  
• Administrative buildings are apportioned on the basis of area occupied. 
• Computer services are apportioned on the basis of the estimated use by services of 

these facilities.  
 
 
13. Corporate and Democratic Core 
 
Corporate and Democratic core services are identified and accounted for separately. 
These include democratic representation and management and corporate management. 
They receive recharges of support costs.  
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14. Non Distributed Costs 
 
Some costs are not allocated to services and appear under the heading “Non Distributed 
Costs” in the Income and Expenditure Account. These include costs associated with the 
loss of work or function that cannot be reduced, impairment losses on assets under 
construction and surplus assets held for disposal, and revenue costs of holding surplus 
assets.   
 
15. Provisions and Reserves   
 
The Council is required to set aside money to cover future known or anticipated liabilities 
and each reserve or provision should be clearly identifiable as to its purpose and usage. 
 
Provisions 
 
Provisions are established for any liabilities of uncertain timing or amount that have been 
incurred. Provisions are recognised when; 
 

• There is a present obligation (legal or constructive) as a result of a past event 
• It is probable that a cost will have to be met to settle the obligation. 

 
Provisions are charged to the appropriate revenue account. When a payment for 
expenditure against a provision is made, the expenditure is charged directly to the 
provision. All provisions are reviewed each year.  
 
Provision for bad and doubtful debts 
 
No provision is made for debts that are secured or are with other Public Sector Bodies 
except in exceptional circumstances. Of all remaining debts, the Council makes a 
provision for bad debts based upon continuous reviews on likely recovery undertaken by 
service managers and supporting finance staff.  
 
Reserves 
 
Amounts set aside for purposes falling outside the definition of provisions or contingent 
liabilities are treated as reserves. Transfers to and from reserves are distinguished from 
ervice expenditure. Expenditure is not charged directly to any reserve.          s 

  
The Revaluation Reserve records the accumulated gains on fixed assets held by the 
authority arising from increases in value. This value is offset by that part of depreciation 
relating to the revaluation for each asset. This is a new account that replaces the Fixed 
Asset Restatement Account with effect from 1st April 2007.  It had a nil balance at 1st April 
2007.   
 
 The Capital Adjustment Account accumulates resources that have been set aside to 
finance capital expenditure offset by the write down of historical cost fixed assets 
(depreciation and impairments) or written off on disposal. This covers both capital assets 
and expenditure that is capital by definition (deferred charges). This account replaces the 

apital Financing Account and the Fixed Asset Replacement Account.    C 
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The Usable Capital Receipts Reserve includes capital receipts that have not yet been 
sed to finance capital expenditure or to repay debt. u 

The Pension Reserve represents the surplus or deficit arising from the valuation of 
pension assets and liabilities of Hillingdon’s interests in the London Borough of Hillingdon 
ension scheme and the London Pension Fund Authority pension scheme. p 

The Major Repairs Reserve is a requirement of the HRA resource accounting and holds 
depreciation charged to the HRA in excess of the major repairs allowance. 
 
Equal Pay Back Pay Account. This reserve relates to the amount of back pay deferred 
from being charged to General Fund and Housing Revenue Account for unequal pay 
claims following direction under regulation 30A of the Capital Financing and Accounting 
Regulations 2003.  
 
16. Retirement Benefits   
 
The Council participates in 3 defined benefit pension schemes, the London Borough of 
Hillingdon pension fund, the London Pension Fund Authority pension fund, and the 
Teachers Pension Scheme. The pensions costs included in the accounts in respect of 
these schemes have been determined in accordance with relevant Government 
regulations. They cover the contributions paid to the schemes in respect of employees 
concerned.  
 
The teachers’ scheme is unfunded and administered by the Department for Children, 
Schools and Families (DCSF). The pension cost charged to the accounts is the 
contribution rate set by the DCSF on the basis of a notional fund.  
 
The accounts fully conform to the Financial Reporting Standard No 17 (FRS17) relating to 
pension fund liabilities. Both the Income and Expenditure Account and the Balance Sheet 
reflect the effects of these requirements.  
 
17. Investments   
 
Loans and receivables are initially measured at their fair value and carried at their 
amortised cost. Annual credits to the Income and Expenditure Account 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 
and the interest credited to the Income and Expenditure Account is the amount receivable 
for the year in the loan agreement.  
 
However, the Council has a number of investments where interest is payable when the 
investment matures. In these instances the accounts show the accrued interest as part of 
the carrying value of the loan.   
    
Where investments are tradable (i.e. held for resale, held by a fund manager, and where 
recent trading activity has taken place) the difference between the fair value and the book 
value will be taken to Income and Expenditure account. 
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18. Soft Loans 
 
A soft loan may be defined as a loan granted at a rate of interest that is lower than the 
market rate, or where no interest is charged.  When a soft loan is made, a loss is 
recorded in the Income and Expenditure Account for the present value of the interest that 
will be foregone over the life of the instrument, resulting in a lower amortised cost than the 
original principal. Interest is credited at a higher effective rate of interest than the rate 
receivable (if any) from the voluntary organisations or other person, with the difference 
serving to increase the amortised value of the loan in the balance sheet.  
 
Statutory provisions require that the impact of soft loans on the General Fund Balance 
Sheet is the interest receivable in the financial year – the reconciliation of amounts 
debited and credited to the Income and Expenditure Account to the net gain required 
against the General Fund balance is managed by a transfer to or from the Financial 
Instruments Adjustment Account in the Statement of Movement on the General Fund 
Balance.  
 
The Council operates a policy to permit the cost of permanent residential social care to be 
“rolled up” against a legal charge on the client’s property in accordance with S55 of the 
Health and Social Care Act 2001 and subsequent guidance issued thereafter. These are 
soft loans but the amount involved is trivial and no adjustment has been made in the 
accounts.  
 
19. Borrowing 
 
Financial liabilities are initially measured at fair value and carried at their amortised cost. 
Annual charges to the Income and Expenditure Account for interest payable are based 
upon the carrying amount of the liability, multiplied by the effective rate of interest for the 
instrument.  
 
20. Redemption of Debt   
 
The policy on debt redemption is to maintain a fairly stable fall out of debt required to be 
refinanced each year.  To achieve this, the target has been set that the maximum debt to 
fall out naturally in any year is around 10%.  This spreads the risk of interest rate 
exposure so all debt is not subject to renewal at the same time. 
 
The majority of the debt held by the authority is distinguishable into two types: 
 

(a) Maturity loans where the principal is repaid in full on the date the loan matures and 
interest is paid every 6 months. The accrued interest is shown as part of the 
carrying value of the loan on the balance sheet. 

(b) LOBO (lender’s option, borrower’s option) loans where the principal is borrowed at 
a fixed rate of interest for a specified period of time, after which the lender has the 
option to change the rate of interest and the borrower has the option to continue 
with the loan at the new rate or the principal is repaid in full before the maturity 
date.  If the lender does not change the rate, the principal is repaid in full on the 
date the loan matures.  In the interim, interest payments are made every six 
months. The accrued interest is shown as part of the carrying value of the loan on 
the balance sheet. 
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(c) Special loans have been set up on an annuity basis. Principal and interest are paid 
every 6 months. The accrued interest is shown as part of the carrying value of the 
loan on the balance sheet. 

 
In addition to the debt that falls out naturally in any one year, the authority can choose to 
redeem debt early as part of its overall debt management policy. This assists in the 
restructuring of the authority's debt portfolio and although in the short term a premium 
charge may occur, in the long-term finance costs can be significantly reduced. 
 
Premiums or discounts incurred or received on the early settlement of debt will be 
accounted for in line with 2007 SORP guidance and DCLG regulations.  Gains and losses 
on the repurchase or early settlement of borrowing are credited and debited to Net 
Operating Expenditure in the Income and Expenditure Account in the year of 
repurchase/settlement. However, where repurchase has taken place as part of a 
restructuring of the loan portfolio that involves the modification or exchange of existing 
instruments, the premium or discount is respectively deducted from or added to the 
amortised cost of the new or modified loan and the write down to the Income and 
Expenditure Account is spread over the life of the loan by an adjustment to the effective 
rate of interest.  
 
The Council incurred a premium on the early settlement of a loan in 2005/6 the remainder 
of which is included on the balance sheet at 31st March 2007.  The outstanding premium 
has therefore been attached to the outstanding loans. The premium is being recovered 
via a charge to the Income and Expenditure Account using the Effective Interest Rate. In 
accordance with the regulations, the Housing Revenue Account (HRA) has been charged 
on the basis of the life of the original loan. In order to ensure an even-handed approach to 
General Fund and HRA the amount met by HRA has been transferred to the Financial 
Instruments Adjustment Account and will be released against the General Fund charge in 
later years to offset higher costs.     
 
21 Financial Guarantees 
 
A financial guarantee may be defined as an agreement by the Council to make a 
specified payment to reimburse the holder of a debt.  Where the Council has given such a 
guarantee after 1st April 2006 an assessment is made of the fair value of the debt by 
assessing the likelihood that the guarantee will be called.  In such circumstances the 
assessed liability is credited to Financial Guarantee Liabilities and a corresponding 
charge made to service expenditure. The guarantee will then be amortised over its life.  
 
The Council entered into a financial guarantee over Leases with the Ealing Family 
Housing Association before 1st April 2006 that are not required to be accounted for as 
financial instruments. The leased assets and related liabilities are recorded within the 
financial statements. No provision or contingent liability is assessed to be required for this 
guarantee. 
   
22 Minimum Revenue Provision 
 
The Council has to make an annual provision for the repayment of borrowing and credit 
liabilities.  For all borrowing prior to 1st April 2008 the Council applies the Capital 
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Financing Requirement concept based upon figures from the balance sheet (4% 
outstanding debt). 
 
23. Group Accounts 
 
The Council has to include within its statement of accounts interests in subsidiaries, 
associates and joint ventures in a set of group accounts. The Council has one subsidiary, 
Hillingdon Homes Ltd, which is responsible for the management of its housing stock. The 
Council’s group accounts are shown on pages 66 to 73. Hillingdon Homes’ income and 
expenditure, assets and liabilities have been consolidated on a line by line basis in 
accordance with FRS2. The operating income and expenditure of Hillingdon Homes has 
been included in the Housing service line of the Net Cost of services. 
 
24. VAT  
 
Income and Expenditure excludes any amounts relating to VAT, as all VAT collected is 
payable to HM Revenue & Customs. VAT is included in the income and expenditure 
accounts whether of a capital or revenue nature only to the extent that it is irrecoverable.  
 
25. Contingent Assets/Liabilities 
 
Where the amounts are likely to be material, the nature of the contingent item is disclosed 
in the notes to the accounts. 
 
26. Foreign Currency Transactions    
 
Income and expenditure arising from transactions denominated in a foreign currency are 
translated into £ sterling at the exchange rate in operation on the date which the 
transaction occurred.  
 
27. Events after Balance Sheet date 
 
Where, after balance sheet date, an event occurs, favourable or unfavourable, which 
provides evidence of conditions that existed at balance sheet date the amounts 
recognised in the statement of accounts is adjusted. Otherwise no adjustment is made.  
 
28. Exceptional and Extraordinary items and Prior Year Adjustments   
 
Exceptional items are included in the cost of the service to which they relate or on the 
face of the Income and Expenditure Account if required to give a fair presentation of the 
accounts. 
Extraordinary items are disclosed and described on the face of the Income and 
Expenditure Account. 
 
Material adjustments applicable to prior years arising from changes in accounting policies 
or from the correction of fundamental errors are accounted for by restating the 
comparative figures for the preceding period. The cumulative effect of prior period 
adjustments is included within the Statement of Total Recognised Gains and Losses for 
the current period.   
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Main Financial Statements 2007/08          
                                              
 
The various financial statements that follow are prepared on an accruals basis and follow 
best practice recommended by the Chartered Institute of Public Finance & Accountancy 
(CIPFA) and the Code of Practice on Local Authority Accounting in Great Britain. Further 
details of these requirements are detailed in the Statement of Accounting Policies.  
 
These statements are published in accordance with Regulation 11 of the Accounts and 
Audit Regulations 2003. They summarise the overall financial position of the council and 
in particular include the following:  
 
Income and Expenditure Account (page 26) 
 
This account shows the expenditure and the income relating to all the services provided 
by the council and how the net cost of these services has been financed by the local 
taxpayers and government grants. It does not include interests in related companies, 
these are included in the group accounts detailed on page 67. 

 
Statement of Total Recognised Gains and Losses (page 28) 
This statement brings together all the recognised gains and losses of the authority during 
the period and identifies those that have and have not been recognised in the Income and 
Expenditure Account. The statement separates the movements between revenue and 
capital reserves 

 
Balance Sheet (page 29) 
This sets out the assets and liabilities of the council as at the 31st March 2008, but 
excludes the assets and liabilities of the pension and trust funds. It does not include 
interests in related companies, these are included in the group accounts detailed on page 
69. 
 
Cash Flow Statement (page 30) 
 
This consolidated statement summarises the inflows and outflows of cash arising from 
transactions with third parties for revenue and capital purposes. The statement excludes 
any transactions of the pension and trust funds. Notes to the Cash Flow Statement are 
included on pages 57 and 58. 
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Notes to Pension Fund Accounts          
 
18. STOCK LENDING ARRANGEMENTS 
 
On the 12th December 2006 the London Borough of Hillingdon Pension Fund Committee 
agreed to engage Northern Trust Global Investments Limited to carry out Securities 
Lending. As at 31st March 2008, securities worth £51m were loaned out by Northern Trust 
from our portfolio and collateral worth £3.5 billion was held within the pool including 
Hillingdon. In the same period, a net income of £144,594.79 was received. (Gross 
£195,193.70). 
 

19.  STATEMENT OF INVESTMENT PRINCIPLES (SIP) 
 
The SIP is reviewed annually and a current version is available on the Council’s website: 

www.hillingdon.gov.uk/central/pensions 

 

20.  BULK TRANSFER 
There were no bulk transfers in or out of the fund during 07/08. 
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London Borough of Hillingdon 
Annual Governance Statement 2007-08 

 
1. Scope of Responsibility 
 
The London Borough of Hillingdon is responsible for ensuring that its business is 
conducted in accordance with the law and proper standards, and that public money is 
safeguarded and properly accounted for, and used economically, efficiently and 
effectively. The London Borough of Hillingdon also has a duty under the Local 
Government Act 1999 to make arrangements to secure continuous improvement in the 
way in which its functions are exercised, having regard to a combination of economy, 
efficiency and effectiveness.  
 
In discharging this overall responsibility, the London Borough of Hillingdon is responsible 
for putting in place proper arrangements for the governance of its affairs, facilitating the 
effective exercise of its functions, and which includes arrangements for the management 
of risk. 
 
The London Borough of Hillingdon has approved and adopted a code of corporate 
governance. During 2007-08 the code has been reviewed for consistency against the 
principles of the CIPFA/SOLACE Framework Delivering Good Governance in Local 
Government. The Council has updated the code, which will be presented at a full Council 
meeting for approval in 2008-09. This statement explains how the London Borough of 
Hillingdon has complied with the code and also meets the requirements of regulation 4(2) 
of the Accounts and Audit Regulations 2003 as amended by the Accounts an Audit 
(Amendment) (England) Regulations 2006 in relation to the publication of a statement on 
internal control. 
 
The Purpose of the Governance Framework 
 
The governance framework comprises the systems and processes, and culture and 
values, by which the authority is directed and controlled and its activities through which it 
accounts to, engages with and leads the community. It enables the authority to monitor 
the achievement of its strategic objectives and to consider whether those objectives have 
led to the delivery of appropriate, cost-effective services. 
 
The system of internal control is a significant part of that framework and is designed to 
manage risk to a reasonable level. It cannot eliminate all risk of failure to achieve policies, 
aims and objectives and can therefore only provide reasonable and not absolute 
assurance of effectiveness. The system of internal control is based on an ongoing 
process designed to identify and prioritise the risks to the achievement of the London 
Borough of Hillingdon’s policies, aims and objectives, to evaluate the likelihood of those 
risks being realised and the impact should they be realised, and to manage them 
efficiently, effectively and economically. 
 
The governance framework has been in place at the London Borough of Hillingdon for the 
year ended 31 March 2008 and up to the date of approval of the Annual Report and 
Statement of Accounts. 
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The Governance Framework  
 
The London Borough of Hillingdon has brought together the underlying set of statutory 
obligations, management systems and principles of good governance to establish a 
formal governance framework. The key elements outlined below demonstrate how the 
authority maintains effective internal controls and governance system.  
 
The London Borough of Hillingdon’s Constitution, which sets out how the Council 
operates, how decisions are made, and the procedures that are followed to ensure that 
they are efficient, transparent and accountable to local people. 
 
‘Fast Forward to 2010’, sets out the Council’s vision for the London Borough of 
Hillingdon and the key priorities for improving services for local residents, partners, 
businesses and visitors. This is a strategic planning document that records achievement 
against statutory and local targets.  
     
Part 2 of the constitution outlines the roles and responsibilities of the Executive, Non-
executive, Mayor, Overview and Scrutiny committees, Standards committee and officer 
functions. The governance arrangements for the London Borough of Hillingdon comprise: 
 
A structure of the Leader of the Council, cabinet and executive scrutiny committees  
A Corporate Management Team 
A Operational Management Group 
The Audit Committee, led by an independent chair 
 
Part 2, article 7 of the Constitution sets out the ‘Cabinet Scheme of Delegations’. This 
governs the Council’s allocation of responsibilities and the discharge of executive 
functions by the Leader, the Cabinet and Cabinet members. 
 
Part 3 of the Constitution sets out the ‘Scheme of Delegations to Officers’. This 
governs the responsibility allocated to officers of the Council to perform the authority’s 
activities on behalf of the executive. The Council is currently in the process of conducting 
a cross-Council review of the scheme of delegations to ensure consistency with statutory 
obligations.         
 
Part 5 of the Constitution sets out a formal ‘Code of Conduct’ governing the behaviour 
and actions of all elected Council members. Based on national guidelines, the code 
ensures that Councillors conduct themselves appropriately to fulfil their duties and that 
any allegations of misconduct are investigated. This code also applies to all Council 
employees and is part of the contract of employment. During 2007-08 the Council has 
reviewed the code, updated guidance and communicated these requirements to officers. 
A members training programme has also been implemented to embed high standards of 
conduct and behaviour. Additionally, from May 2008 all complaints against members of 
the Council are handled by the Standards Committee in accordance with the 
requirements of the Local Government and Public Involvement in Health Act 2007 & the 
Standards (in England) regulations 2008.          
 
A ‘Register of Interests’ that records and monitors declarations of financial interest 
made by members or officers. This is maintained in accordance with section 117 of the 
Local Government Act 1972.  
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The London Borough of Hillingdon has in place a Code of Corporate Governance 
setting out the Council’s governance structure, decision making process and areas of 
responsibility. Originally adopted in 2002, the code has been reviewed and updated 
during 2007-08 to evidence the improvements made to the Council’s governance 
arrangements. The revised code is founded on the fundamental principles of openness, 
integrity and accountability and sets out the policies, systems and procedures in place to 
achieve this.  
 
A Member / Officer Protocol to govern and regulate the relationship between the 
Council’s elected members and appointed officers. This has been developed in 
consultation with the political leadership, all Council members and officers. The protocol 
was approved on 15 May 2008 at the Council’s Annual General Meeting and is being 
communicated to all members and officers. 
   
An independent Audit Committee that operates to oversee the financial reporting, 
provide an independent scrutiny of the Council’s financial and non-financial systems, and 
provide assurance on the effectiveness of the Council’s risk management procedures and 
control environment. The Audit Committee has been set up with terms of reference 
consistent with CIPFA’s ‘Audit Committees – Practical Guidance for Local Authorities 
2005’. 
 
A formal whistle-blowing policy, which is based on the Public Interest Disclosure Act 
1998. The policy allows Council staff and the public to raise complaints regarding any 
behaviour or activity within the Council, ranging from unlawful conduct to possible fraud or 
corruption. The Monitoring Officer has overall responsibility for maintaining and operating 
the policy, along with reporting on outcomes to the Standards Committee.          
 
The performance management structure under the remit of the Head of Organisational 
Development and Performance Improvement. The Performance Management Group of 
performance specialists from across the Council meets regularly, to review the 
performance management framework. Performance Management is monitored within 
groups and corporately at Corporate Management Team as well as Cabinet and Policy 
Overview Committees each quarter. 
 
The Hillingdon Improvement Programme (HIP) is the Council-wide transformational 
programme aimed at delivering a range of performance, organisational culture and 
process improvements. In 2007-08 HIP made a significant contribution to reviewing the 
Council’s vision and delivering substantial improvements to how the Council operates and 
the way services are delivered.  
 
The London Borough of Hillingdon has established effective risk management systems, 
which include: 
 
A corporate risk management strategy outlining the Council’s risk framework, roles and 
responsibilities and processes for capturing and reporting key corporate risks 
 
Team, service and corporate risk registers, which allow the identification, quantification 
and treatment of risks against the Council’s objectives 
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A Corporate Risk Management Group (CRMG) for ensuring the Council's Risk 
Management Strategy and training in risk management is embedded into the decision 
making process 
 
A clearly defined process for the management of partnership risks, which is outlined in the 
‘Partnerships Framework and Toolkit’. 
 
A programme of risk management training for both Council members and officers to 
ensure the consistent practice of identifying and escalating risk   
 
The Committee Standing Orders (Part 4B), Procurement & Contract Standing Orders 
(Part 4H) & Scheme of Delegation to Officers (Part 3) are incorporated in the Constitution 
and reviewed annually. The Scheme of delegation was updated in April 2008 and 
published on the Council’s internal web pages. For 2008-09 a scheme of delegation 
specific to each directorate was published. In 2008-09 these schemes have been 
reviewed and updated accordingly.   
 
The Council operates an effective service, financial planning and annual budget 
setting process. This runs from the preceding summer to February with a robust 
challenge process involving members, the Director of Finance & Resources and 
Corporate Directors. 
 
The London Borough of Hillingdon operates a training and development programme for 
Council members and senior officers. This is as follows:  
 
The Council has established a member development service, which allows Councillors 
to access a range of training and develop information. This includes an induction process 
and material for new members, a programme of member seminars, internal and external 
training and regular news briefings from ‘Members Bulletin’. The service also covers the 
roles and responsibilities of members and guidance on standards and ethics.    
 
Officers and senior managers are able to access and complete a wide range of learning 
and development packages through the Council’s internal website. This includes online 
induction programmes and guidance, NFCE courses, NVQ qualifications and a range of 
other learning events. 
 
Performance and Development Appraisal (PADA) is the Council’s competency 
framework, which must be completed by all officers and senior managers. This records 
employees’ key objectives and tasks, and logs when these must be delivered. The 
Council’s guidance on PADA’s also includes an employee and senior manager 
competency framework    
 
The London Borough of Hillingdon operates a system to monitor legislative changes and 
ensure that the Council is fully compliant with laws and regulations. In 2007-08 a 
programme of HIP ‘bite-size’ sessions delivered training to senior managers on processes 
and procedures such as procurement, and service and budget planning.   
 
The Consultation Strategy 2007, which established the London Borough of Hillingdon’s 
approach to building strong relationships with residents, visitors and business within the 
borough. The strategy sets out how the Council consults and engages with the 
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community throughout Hillingdon to deliver its vision to become a modern well-managed 
Council delivering excellent services  
 
The Council has produced and implemented a ‘Partnership Framework and Toolkit’ to 
establish clear procedures for managing the broad range of Council partners. The toolkit 
allows consistent approaches to be applied for reviewing existing partnerships as well as 
considering new partnership arrangements. The toolkit ensures that the Council works 
with its partners in identifying all its partnerships and gather assurances that they all have 
good systems of governance, specifically around accountability, risk, probity and audit.  
 
 
Review of Effectiveness  
 
The London Borough of Hillingdon has responsibility for conducting, at least annually, a 
review of the effectiveness of its governance framework including the system of internal 
control. The review of effectiveness is informed by the work of the executive managers 
within the authority who have responsibility for the development and maintenance of the 
governance environment, the Head of Internal Audit’s annual report, and also by 
comments made by the external auditors and other review agencies and inspectorates. 
 
Overall the review of effectiveness concluded that the internal control systems have been 
in place for the financial year ended 31 March 2008 and, except for the internal control 
issues detailed in section 5, management and control systems are operating effectively in 
accordance with good practice.  
 
This review took into consideration the Council’s subsidiary, Hillingdon Homes Ltd, which 
reported no significant internal control issues for the year ended 31 March 2008. 
 
The review has been informed by: 
 
A comprehensive annual programme of scrutiny and review by the Policy Overview 
Committees and the Audit Committee. 
 
The work of the Council’s external auditors, the Audit Commission, as reported in their 
annual audit letter. 
 
The work of the Internal Audit section, which follows a four-year rolling plan, based on a 
risk assessment. The Chief Internal Auditor reported regularly during the year to both the 
Corporate Management Team and the Audit Committee and has provided a satisfactory 
level of assurance on the internal control environment in 2007-08 
 
The Council has continued to maintain its excellent track record of managing spending 
within budget, despite the exceptional and unique nature of the risk environment within 
which the Council operates when compared to the rest of English local government, 
having absorbed pressures around the costs of unaccompanied asylum seeking children 
and the impact of the financial position of Hillingdon PCT. Despite these pressures the 
Council increased unallocated reserves, over the course of 2007/08, to £12.2 million by 
31 March 2008. This compares with a target set by the Audit Commission two years ago 
to increase reserves to £8 million by the same date. 
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The submission of internal control assurance statements from all Service Directors and 
Heads of Service covering the financial year 2007-08. Statements provide confirmation 
that the control environment is operating effectively to safeguard the delivery of services 
and that any significant control issues have been raised and are being dealt with 
appropriately. 
 
During the 2007-08 Comprehensive Performance Assessment the Council achieved two 
(out of four) for its use of resources and three (out of four) for Value for Money, 
maintaining its position and overall rating as a two star (out of four) Council with a 
direction of travel statement of ‘improving well’. 
 
The work of managers in the Council, particularly through their implementation of 
performance management to ensure that each area achieves its targets in service 
delivery, financial control, and good governance is vital. Approximately 98% of Council 
plan targets have been completed or are on target to be completed within the timescales 
identified.  
 
Throughout 2007-08 the Council has made substantial progress to improve existing and 
implement new procedures and protocols to strengthen governance arrangements and 
good practice. This includes: 
 
Production of a ‘Member / Officer Protocol’ 
A review of the ‘Scheme of Delegations’ 
Planning Code of Conduct 
ICT Code of Conduct 
A review of the Council’s Code of Corporate Governance 
Formation of the Corporate Risk Management Group and improved risk management 
procedures 
 
 
Significant Governance Issues 
 
Substantial progress has been made throughout the year to review and resolve the 
internal control issues reported in the Statement of Internal Control 2006-07. The Council 
has implemented all outstanding actions to strengthen governance arrangements and 
control systems and can confirm that all issues reported in 2006-07 have been resolved. 
The following points provide an update on key improvements from 2006-07:         
 
The Council has conducted a review to ensure that policies and procedures are 
comprehensive and regularly updated in all service areas. Good practice has shown that 
some service areas maintain a list of the policies and procedures in place, issue dates 
and when these are scheduled for review. The Council acknowledges that further work is 
required in 2008-09 to embed consistent practices across all service areas and ensure 
that procedures are updated regularly and accessible. 
 
The Partnership Framework and Toolkit was agreed in January 2008 and implemented 
across the Council. The effectiveness review showed that although there is awareness of 
the framework and in service areas, full compliance would not occur until early 2008-09. 
The Council has been working to ensure that all the service areas comply fully with the 
procedures to manage partnership arrangements. 
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The Risk Management system has been significantly improved throughout 2007-08. The 
review showed that risks are being identified and recorded on either the corporate risk 
register or group risk register. The Council is working to further strengthen the processes 
for identifying and reporting service level risks and ensure that risk reviews are carried out 
on a timely basis.  
 
Following a review of the effectiveness of the system of internal control the following 
control issues have been identified in 2007-08: 
 
Internal Audit identified control issues in the operation of Fleet Management. The 
comprehensive action plan developed by a specialist risk manger is being implemented 
and should be completed by the summer. A further independent review of progress 
against this plan will be commissioned in July 08. 
 
The Council has made significant progress in reviewing payroll controls and has resolved 
a number of weaknesses identified by external audit in 2006-07. Accounts, as part of 
efforts to improve control in this area, identified a further issue with reconciliation of 
payroll to the general ledger and have addressed this.  
 
We propose over the coming year to take steps to address the above matters to further 
enhance our governance arrangements. We are satisfied that these steps will address the 
need for improvements that were identified in our review of effectiveness and will monitor 
their implementation and operation as part of our next annual review. 
 
 
 
 
Hugh Dunnachie    
Chief Executive   Signature……………………………  Date………………… 
 
 
 
 
Cllr Ray Puddifoot  
Leader of the Council Signature……………………………  Date………………… 
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Glossary of Terms 
 
ACCRUAL - A sum included in the final accounts to cover income or expenditure 
attributable to an accounting period for goods received or work done, but for which 
payment has not been received/made by the end of the period. 
 
ACTUARIAL VALUATION - A valuation of assets held, an estimate of the present 
value of benefits to be paid, and an estimate of required future contributions, by an 
actuary, on behalf of a pension fund. 
 
AGENCY SERVICES - The provision of services by one body (the agent) on behalf 
of another that is legally responsible for providing the service. The Council provides 
services to British Airports Authority. 
 
ASSET - Something that will be used by the authority over a long period of time 
and has a lasting value (e.g. land, buildings, and roads). See also COMMUNITY 
ASSETS, FIXED ASSET, INFRASTRUCTURE ASSETS, NON-OPERATIONAL and 
OPERATIONAL ASSETS. 
 
BAD DEBT PROVISION 
An amount set aside in the accounts towards potentially irrecoverable debts. This amount 
is netted against Debtors in the Consolidated Balance Sheet. 
 
BUDGET - A statement of the authority's plans for services expressed in money 
shown over one or a number of years. 
 
CAPITAL ADJUSTMENT ACCOUNT - A new account that replaces the Capital 
Financing Account but with a similar function to that account. The balance on the Fixed 
Asset Restatement Account was transferred to this account on 1st April 2007. This 
account was created by regulations set out in the Statement of Recommended Practice 
for Accounting.   
 
CAPITAL CHARGE - A charge to service revenue accounts to reflect the cost of 
fixed assets used in the provision of services. 
 
CAPITAL EXPENDITURE - Spending on assets (e.g. land, buildings, roads etc.) 
that adds to and not merely maintains the value of an existing fixed asset. 
 
CAPITAL FINANCING ACCOUNT – reflects the amounts set aside from revenue 
and capital receipts to finance capital expenditure and repay loans. Also included is 
the difference between depreciation and the Minimum Revenue Provision (see 
definition below) set aside from revenue to repay debt. This account has been closed at 
31 March 2007 as required by the Statement of Recommended Practice for Accounting.   
 
CAPITAL RECEIPTS - The proceeds from the sale of land, buildings or other assets. 
Capital receipts can be used to pay for new capital expenditure, within rules set down 
by the Government, or to repay outstanding loans. 
 
CIPFA - The Chartered Institute of Public Finance and Accountancy is the 
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professional accounting body that specialises in the public services. 
 
COMMUNITY ASSETS - Assets that the local authority intends to hold in perpetuity, 
that have no determinable useful life, and that may have restrictions on their 
disposal. Examples of community assets are parks and historic buildings. 
 
CONTINGENCY – Money set aside in the budget to meet the cost of unforeseen 
items of expenditure, or shortfalls in income. 
 
CONTINGENT ASSET - A contingent asset is a possible asset arising from past 
events whose existence will be confirmed only by the occurrence of one or more 
uncertain future events not wholly within the local authority’s control. 
 
CONTINGENT LIABILITY - A contingent liability is either: 
a) a possible obligation arising from past events whose existence will be confirmed 
only by the occurrence of one or more uncertain future events not wholly within 
the authority’s control; or 
b) past events where it is not probable that a transfer of economic benefits will be 
required or the amount of the obligation cannot be measured with sufficient 
reliability. 
 
CORPORATE AND DEMOCRATIC CORE - The corporate and democratic core 
comprises all activities which local authorities engage in specifically because they are 
elected, multi purpose authorities with a responsibility for making choices in the use 
of taxpayers’ money. The cost of the activities are thus over and above those which 
would be incurred by a series of independent, single purpose, nominated bodies 
managing the same services. There is therefore no logical basis for apportioning 
these costs to services. 
 
COUNCIL TAX - The local tax based on relative market values of residential 
property, that helps to fund local services. 
 
CREDITOR - An amount owed by the Council to a supplier for work done or goods 
received for which payment has not yet been made. 
 
DEBTOR – An organisation or individual that owes money to the Council. 
 
DEFERRED CHARGE – A charge arising from capital expenditure but where there is no 
tangible asset. An example is grants given for private property improvement. The Council 
is permitted to borrow for such expenditure 
 
DEPRECIATION - The measure of the wearing out, consumption, or other reduction 
in the useful economic life of a fixed asset, whether arising from use, passage of time 
or obsolescence through technological or other changes. 
 
DIRECT REVENUE FINANCING (revenue contributions to capital) - Resources 
provided from the authority’s revenue budget to finance the cost of capital projects. 
 
DISTRICT AUDITOR - An auditor employed directly by the Audit Commission to 
audit the accounts of local authorities. 
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EARMARKED RESERVES - Those elements of the reserves that have been set 
aside, "earmarked", for specific services. 
 
EMOLUMENTS - All sums paid to or receivable by an employee and sums due by 
way of expenses allowances (as far as those sums are chargeable to UK income tax) 
and the money value of any other benefits received other than in cash. Pension 
contributions payable by either employer or employee are excluded. 
 
EXCEPTIONAL ITEMS - Material items that fall within the ordinary activities of the 
Council that need to be disclosed in order to present the accounts fairly. 
 
EXTRAORDINARY ITEMS - Material items, possessing a high degree of 
abnormality, which derive from events or transactions that fall outside the ordinary 
activities of the authority and which are not expected to recur. 
 
FAIR VALUE - the price at which an asset could be exchanged in an arm's length 
transaction less, where applicable, any grants receivable towards the purchase or use of 
the asset. 
 
FEES AND CHARGES - Income raised by charging users of services.  
 
FINANCE LEASE - A method of paying for capital expenditure where a rent is paid 
for an asset during its useful life. Finance Leases are treated as capital. See 
OPERATING LEASE. 
 
FINANCIAL YEAR - The period covered by a set of financial accounts - the local 
authority financial year commences 1 April and finishes 31 March the following year. 
 
FIXED ASSET - An asset that has value beyond one financial year. 
 
FIXED ASSET RESTATEMENT ACCOUNT – principally reflects surpluses or 
deficits arising from the revaluation of assets and the disposal of assets. This account 
ceased to exist after 31st March 2007.  The final balance was transferred to the Capital 
Adjustment Account.   
 
GENERAL RESERVE – the amount remaining unspent on revenue account after taking 
account of all expenditure and income for the year.  The General Reserve is required to 
enable the Council to meet potential business risks so that services will not be affected 
financially should unexpected events occur. 
 
GOING CONCERN - The concept that the authority will remain in operational 
existence for the foreseeable future, in particular that the revenue accounts and 
balance sheet assumes no intention to curtail significantly the scale of operations. 
 
GOVERNMENT GRANTS – Assistance by government and inter-government 
agencies and similar bodies, whether local, national or international, in the form of 
cash or transfers of assets to an authority in return for past or future compliance with 
certain conditions relating to the activities of the authority. 
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GROSS EXPENDITURE - The total cost of providing the Council’s services before 
taking into account income from government grants and fees and charges for 
services. 
 
IMPAIRMENT - A reduction in the value of a fixed asset below its previously 
assessed value in the balance sheet. 
 
INCOME - Amounts due that has been or is expected to be received. 
 
INFRASTRUCTURE ASSETS - Fixed assets that have no alternative use and are 
intended to be held in perpetuity. Examples of infrastructure assets are highways 
and footpaths. 
 
INVESTMENTS - A long-term investment is an investment that is intended to be held 
for use on a continuing basis in the activities of the authority for 365 days or more. 
Investments should be so classified only where an intention to hold the investment 
for the long term can clearly be demonstrated or where there are restrictions as to 
the investor's ability to dispose of the investment. A short-term investment occurs 
when surplus funds are invested for 364 days or fewer. 
 
LIABILITIES - Money owed to individuals or organisations that will be paid at some 
time in the future. 
 
MINIMUM REVENUE PROVISION - (MRP) - The minimum amount, which must be 
charged each year to an authority's revenue account to set aside funds to repay the 
principal sum of borrowing for capital purposes. 
 
NET BOOK VALUE - The amount at which fixed assets are included in the balance 
sheet, i.e. their historical cost or current value less the cumulative amounts provided 
for depreciation. 
 
NET EXPENDITURE – Gross expenditure less specific service income but before 
deduction of revenue support grant. 
 
NET CURRENT REPLACEMENT COST - The cost of replacing or recreating the 
particular asset in its existing condition and in its existing use, i.e. the cost of its 
replacement or of the nearest equivalent asset, adjusted to reflect the current 
condition of the existing asset. 
 
NET REALISABLE VALUE - The open market value of the asset in its existing use 
(open market value in the case of non-operational assets), or sale proceeds for 
stocks and stores less the expenses to be incurred in realising the asset. 
 
NATIONAL NON-DOMESTIC RATE (NNDR) – A levy on businesses based on a national 
rate in the pound multiplied by the rateable value of the premises occupied. NNDR is 
redistributed among all local authorities and police authorities on the basis of 
population. 
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NON-OPERATIONAL ASSETS - Fixed assets held by a local authority but not 
directly occupied, used or consumed in the delivery of services. Examples of non 
operational  assets are investment properties, assets under construction and assets 
that are surplus to requirements, pending sale or redevelopment. 
 
OPERATIONAL ASSETS - Assets held, occupied, used or contracted to be used on 
behalf of the authority or consumed by an authority in the direct delivery of the 
services for which it has a responsibility, whether statutory or discretionary or for the 
service or strategic objectives of the authority. 
 
OPERATING LEASE - A means of renting an asset for part of its life. Operating leases 
are treated as revenue expenditure See FINANCE LEASE. 
 
OUTTURN - Actual income and expenditure for a financial year. 
 
PENSION FUND - The Fund for staff in the Local Government Pension Scheme, 
maintained on an actuarial basis, which makes pension payments on retirement of 
participants; it is financed by contributions from the employer and employees and 
from investment income. 
 
POST BALANCE SHEET EVENTS -Those events, both favorable and 
unfavorable, which occur between the balance sheet date and the date on which 
the Director of Finance signs the Statement of Accounts. 
 
PRECEPT - The demands made by the Council and the Greater London Authority on the 
Collection Fund to finance expenditure. 
 
PRIOR YEAR ADJUSTMENTS - Those material adjustments applicable to prior 
years arising from changes in accounting policies or to correct fundamental errors. 
 
PRIVATE FINANCE INITIATIVE (PFI) – A central government initiative that aims to 
increase the level of funding available for public services by attracting private 
involvement. The Council has one such scheme relating to the provision of Barnhill 
School. The school has been developed and its ancillary services are provided by a 
private company with which the Council has a long term contract.  
 
PROVISION FOR DISCOUNT AND PREMIUMS ON LOAN REDEMPTION - A 
provision to spread over an appropriate period discounts received and premiums 
paid when loans from the Public Works Loan Board are prematurely repaid. 
 
PROVISION - An amount, set-aside in the accounts, for liabilities that have to be met but 
where timing is uncertain. 
 
PUBLIC WORKS LOAN BOARD (PWLB) - A government agency that provides 
long term and medium term loans to local authorities at interest rates only slightly 
higher than those at which the government itself can borrow. 
 
RELATED PARTY - the relationship between a senior officer or elected member or their 
families with another body that has, or might develop, a business relationship with the 
Council. 
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RESERVES - Money set aside by the authority to meet particular expenditure in 
future years which do not fall within the definition of provisions. 
 
REVALUATION RESERVE – a new account opened on 1st April 2007 that records all 
accumulated gains from fixed assets held by the authority offset by that part of 
depreciation relating to the revaluation.  
 
REVENUE EXPENDITURE - The day-to-day running costs incurred by an authority 
in providing services. For example payment of salaries to employees. 
 
REVENUE SUPPORT GRANT - A grant paid by central government to aid local 
authority services in general, as opposed to specific grants, which may only be used 
for a specific purpose. 
 
STOCKS - The amount of unused or unconsumed stocks held in expectation for 
future use. 
 
TRANSFER VALUE - A payment one superannuation fund makes to another when a 
member changes employment. 
 
TRUST FUNDS – Money held in trust by the Council for a specified purpose. 
 
USEFUL LIFE - The period over which the local authority will derive benefits from the 
use of a fixed asset. 
 
WORKS IN PROGRESS - The cost of work done on an uncompleted project at the 
balance sheet date. 
 
VIREMENT – The permission to spend more on one budget head when this is 
matched by a corresponding reduction on some other budget head, i.e. an authorised 
switch of resources between budget heads. 
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