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Part 1 - Open to the Public ITEM NO.

REPORT OF THE CHIEF FINANCE OFFICER

TO AUDIT AND ACCOUNTS COMMITTEE

ON 
26 JUNE 2019

TITLE: ASSESSMENT OF GOING CONCERN STATUS

RECOMMENDATIONS:  Members are recommended to note the outcome of the 
assessment made of the council’s status as a “going concern” for the purposes of the 
draft statement of accounts 2018/19. 

EXECUTIVE SUMMARY: The report informs members of an assessment of the 
council as a going concern for the purposes of producing the Statement of Accounts 
2018/19 and provides assurance to members on the council’s status as a “going 
concern”.

BACKGROUND DOCUMENTS: 
Budget report
Statement of accounts 2018/19
Revenue and capital outturn report 2018/19.

KEY DECISION: YES / NO

DETAILS:

1. Introduction
 
1.1 The concept of a ‘going concern’ assumes that an authority, its functions and 

services will continue in operational existence for the foreseeable future. This 
assumption underpins the accounts drawn up under the Local Authority Code 
of Accounting Practice and is made because local authorities carry out functions 
essential to the local community and are themselves revenue-raising bodies 
(with limits on their revenue-raising powers arising only at the discretion of 
central government). If an authority were in financial difficulty, the prospects are 



2

thus that alternative arrangements might be made by central government either 
for the continuation of the services it provides or for assistance with the recovery 
of a deficit over more than one financial year. 

1.2.  Where the ‘going concern’ concept is not the case, particular care would be 
needed in the valuation of assets, as inventories and property, plant and 
equipment may not be realisable at their book values and provisions may be 
needed for closure costs or redundancies. An inability to apply the going 
concern concept would potentially have a fundamental impact on the financial 
statements. 

1.3. Given the significant reduction in funding for local government in recent years 
and the potential threat this poses to the ongoing viability of councils as a 
consequence, greater emphasis is now placed on local authorities undertaking 
an assessment of the ‘going concern’ basis on which they prepare their financial 
statements. In response this report sets out the position at Salford. 

2. Background

2.1 As with all principal local authorities, the council is required to compile its 
Statement of Accounts in accordance with the Code of Practice on Local 
Authority Accounting for 2018/19 (hereafter referred to as the Code) as 
published by the Chartered Institute of Public Finance and Accountancy 
(CIPFA). In accordance with the Code, the council’s Statement of Accounts is 
prepared assuming that the council will continue to operate in the foreseeable 
future and that it is able to do so within the current and anticipated resources 
available. By this, it is meant that the council will realise its assets and settle its 
obligations in the normal course of business. 

3. Going Concern Assessment

The main factors which underpin this assessment are outlined below and 
include: 

 The council’s current financial position 
 The council’s projected financial position 
 The council’s strategic planning and budget framework process 
 The regulatory and control environment applicable to the council as a 

local authority. 

3.1 The council’s current financial position 

3.1.1 The financial outturn position 2018/19 shows a balanced position which was 
achieved by utilising service group underspends, specific reserves, provisions 
and airport dividend to manage overspending within Children’s services of 
£5.8m. The overspend was due to increasing demand for needs led services. 
With effect from April 2019, the council has entered an integrated fund 
arrangement with the CCG which is aimed at providing greater financial 
sustainability and better outcomes for the community.
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3.1.2 As at the 31st March 2019 the council held revenue reserves of £13.2m. The 
level of reserves have been maintained at the 2017/18 levels with all pressures 
within the year being met from the existing revenue budget. The risk assessed 
level of balances as detailed in the 2019/20 budget report require a minimum 
level of £12.7m and a desirable level of £18.8m. With a balance of £13.2m the 
council still holds reserves above the minimum risk assessed level.

3.1.3 Within the approved capital programme it was necessary to re-profile £46.8 of 
capital expenditure into 2019/20. £18.4m of resources carried forward relate to 
grant funded schemes with £28.4m representing an underlying borrowing 
requirement, the costs of which have been factored in to the council’s capital 
financing budget for 2019/20. 

3.2 The Council’s projected financial position 

3.2.1 The Council set a balanced budget in 2019/20 which required the identification 
of £13.060m of efficiency savings. The projections for 2019/20 and 2020/21 are 
detailed below. The level of saving to be achieved is currently estimated at 
£14.960m and £10.693m respectively. 
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3.2.2   The council signed up to the government’s offer of a 4 year settlement in 2016/17 
supported by an Efficiency Plan which brings together key information from 
other council plans to demonstrate how the council will manage continuing 
budget reductions. 2019/20 is the final year of this multi-year settlement. 
Medium term planning is hampered by the lack of any information from 
government on future years’ settlements.

3.2.3 The Council has a well-established process for the approval of the capital 
programme which ensures that the council maintains a capital programme 

https://www.salford.gov.uk/your-council/finance/budget/efficiency-plan/
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which is prudent, sustainable and affordable whilst acknowledging that the on-
going need for capital spending exceeds the level of resources available. The 
revenue budget incorporates the provision for capital financing costs on the use 
of £30.919m of new general unsupported borrowing.

3.3 The Council’s balance sheet as at 31st March 2019

3.3.1. Whilst the balance sheet shows a net negative worth of £165.2m this includes 
a pension liability of £487.5m. There are statutory arrangements for funding the 
pension deficit through increasing contributions over the remaining working life 
of the employees, as assessed by an independent actuary. Therefore the 
financial position of the council remains healthy. Other factors giving rise to this 
assessment include: 

 The adequacy of risk-assessed provisions for doubtful debts; 
  The range of reserves set aside to help manage expenditure; 
  An adequate risk-assessed working balance to meet unforeseen 

expenditure. 

3.4 The Council’s Cash Flow 

3.4.1 The cash flow of the council is managed on a daily basis to ensure that there 
are enough funds to cover the council’s financial commitments. The Council 
maintains short and long term cash flow projections. The Council has long term 
borrowing commitments of £343.4m and short term borrowing commitments of 
£114.4m as at 31 March 2019. The Council held long term investments of 
£54.7m and short term investment of £20.0m (all of which is held in highly liquid 
investments) at 31 March 2019. 

3.4.2 Cash flow borrowing has been short term, typically from local authorities or the 
money markets. In 2019/20 consideration will be given to new borrowing in the 
following order of priority:

 PWLB borrowing for large projects on the capital programme

 Temporary borrowing from the money markets, primarily from other local 
authorities

 Internal borrowing by running down cash balances and foregoing interest 
at historically low rates. However, in view of the overall forecast for long 
term borrowing rates to increase over the next few years, consideration 
will also be given to weighing the short term advantage of internal 
borrowing against the potential long term costs if the opportunity is 
missed for taking loans at historically low long term rates which will 
almost certainly be higher in future years.

3.5 The Council’s strategic planning and budget framework process 
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3.5.1 The revenue budget forms part of the council’s overall strategic planning 
framework. It provides the means whereby the council’s overarching vision and 
priorities are delivered and which, in turn, are supported by each service group’s 
service and performance plans.

3.5.2 This strategic planning framework informs proposals for the realignment of the 
council’s resources, guided by the Great Eight, and designed to provide: -:

 sufficient resources to deliver effective safeguarding and to protect most 
vulnerable adults and children,

 integrated services, including between health and social care, to provide 
early help to families with complex needs, reducing future demand for 
expensive specialist services,

 clear focus and increased efficiency in provision of city wide universal 
services, with an increased focus on intelligence led decision making and 
commissioning, partner delivery and a differentiated offer in 
neighbourhoods,

 a more sharply focussed development, strategic planning, housing, and 
regeneration capacity to support growth, the delivery of affordable homes 
and job creation,

 new models of delivery for both front-line services and back office 
functions,

 the development of a flexible workforce equipped with the competencies, 
skills and culture to meet our needs in the future.

3.6 The Council’s governance arrangements 

3.6.1 The council has a well-established and robust corporate governance framework 
including the statutory posts of Head of Paid Service, Monitoring Officer and the 
Section 151 Officer (Chief Finance Officer) in addition to the current political 
arrangements. 

3.6.2  An overview of this governance framework is provided within the Annual 
Governance Statement which is included elsewhere on this agenda. This 
includes a detailed review of the effectiveness of the council’s governance 
arrangements which concludes that the existing arrangements remain fit for 
purposes and provides assurance of their effectiveness. 

3.7 The external regulatory and control environment 

3.7.1 As a local authority the council has to operate within a highly legislated and 
controlled environment. An example of this is the requirement for a balanced 
budget each year combined with the legal requirement for the council to have 
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regard to consideration of such matters as the robustness of budget estimates 
and the adequacy of reserves. In addition to the legal framework and central 
government control there are other factors such as the role undertaken by 
External Audit as well as the statutory requirement in some cases for 
compliance with best practice and guidance published by CIPFA and other 
relevant bodies. 

3.7.2 Against this backdrop it is considered unlikely that a local authority would be 
‘allowed to fail’ with the likelihood being, when faced with such a scenario, that 
central government would intervene supported by organisations such as the 
Local Government Association to bring about the required improvements or help 
maintain service delivery. 

3.8 Objections to the accounts

3.8.1 The council, in common with other authorities, had objections lodged against its 
2016/17 accounts in relation to LOBO (lender offer borrower offer) debt and PFI 
(private finance initiative) schemes. The council’s former appointed external 
auditor Grant Thornton LLP has completed its review of the LOBO objection  
and confirmed that no further action is to be undertaken.  The PFI objection is 
still to be finalised, however, we understand that Grant Thornton will shortly 
issue a ‘statement of reasons’ to the objector setting out its findings.. Until this 
review is completed, the 2016/17 accounts cannot be formally closed. Members 
will be updated on the outcome when the review is completed.

4 Conclusions 

4.1 It is considered that having regard to the council’s arrangements and such 
factors as highlighted in this report that the council remains a going concern. 

4.2 This assessment will be undertaken annually in the course of preparing the 
council’s financial statements for each year. 

KEY COUNCIL POLICIES: Budget strategy; medium term financial strategy

EQUALITY IMPACT ASSESSMENT AND IMPLICATIONS: Not applicable

ASSESSMENT OF RISK: Low

LEGAL IMPLICATIONS Supplied by: Tony Hatton, Principal Solicitor, tel. 219 6323
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The Council is required to operate within the statutory framework set out in the Local 
Government Acts and need to budget for a positive General Fund balance, but are not 
required to maintain a positive net worth. It is important that this is presented clearly 
when compiling its Statement of Accounts in accordance with the Code of Practice on 
Local Authority Accounting for 2018/19 (the Code) as published by the Chartered 
Institute of Public Finance and Accountancy (CIPFA). In accordance with the Code the 
Council’s Statement of Accounts is prepared assuming that the Council will continue 
to operate in the foreseeable future and that it is able to do so within the current and 
anticipated resources available. By this, it is meant that the Council will realise its 
assets and settle its obligations in the normal course of business. 

This report sets out the process that has been undertaken in order to ensure that the 
Council complies with the relevant requirements of the Code and that it is a “going 
concern” for the purposes of the Statement of Accounts 2018/19.

FINANCIAL IMPLICATIONS Supplied by: Tony Thompstone – Strategic finance 
manager Ext 2016

The financial implications are detailed in the report.

PROCUREMENT IMPLICATIONS Supplied by:  Paul Nugent, Strategic Head of 
Procurement

There are no procurement implications resulting from this report.

HR IMPLICATIONS: Supplied by: Stephen Hulme – Strategic HR Manager

There are no HR implications resulting from this report.
 

OTHER DIRECTORATES CONSULTED:

CONTACT OFFICER: Tony Thompstone TEL NO: 0161 793 2016

WARDS TO WHICH REPORT RELATES: 


