DECISION

RIBBLE VALLEY BOROUGH COUNCIL
REPORT TO ACCOUNTS AND AUDIT COMMITTEE

Agenda Item No 7
meeting date: 29 JUNE 2010
title: STATEMENT OF ACCOUNTS FOR 2009/10
submitted by: DIRECTOR OF RESOURCES
principal author: LAWSON ODDIE

1 PURPOSE
1.1 To formally approve the statement of accounts for 2009/10 (subject to audit).
2 BACKGROUND

2.1 The Accounts and Audit Regulations 2003 require Members to approve the statutory
statement of accounts by 30 June following the financial year end. The accounts are
unaudited but certified by the Director of Resources as the Responsible Financial
Officer (RFO) under the regulations.

2.2 As usual there have been a number of changes required in how we prepare the
Statements, leading to additional work.

2.3 The Director of Resources retains responsibility for the preparation of the statement
of accounts and must certify their fair presentation. The Members’ role in approval is
to demonstrate their ownership of the statements, their confidence in the Director of
Resources (section 151 officer) and the process by which accounting records are
maintained and the statements prepared.

2.4 Approval of the draft Statement of Accounts is within the terms of reference of this
committee.

2.5 Our external auditors (Audit Commission) are due to commence their final accounts
audit 5 July 2010. Public notice has been given of the audit informing local electors
of their rights to inspect the accounts and ask questions of the auditor and/or make
any objections relating to the accounts. Following the completion of the audit, the
auditors will report back to this Committee at its meeting on 15 September 2010. At
the same time details of any amendments to the draft statements agreed with the
auditors will be reported.

3 CHANGES TO THE STATEMENT OF ACCOUNTS FOR 2009/10

SORP Changes

3.1 There have been a number of changes in the preparation and presentation for local
authority accounts for 2009/10. These are explained below:

e The accounting requirements for the Private Finance Initiative (PFI) and
similar contracts are no longer based on the UK accounting standard FRS5
(Reporting the Substance of Transactions), but on International Financial
Reporting Standards (IFRS). The requirements are based on IFRIC12
(Service Concession Arrangements)
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e Changes in accounting for local taxes (i.e. Council Tax), recognising that the
billing authority (Ribble Valley Borough Council) acts as the major preceptors’
(Lancashire County Council, Lancashire Police Authority and Lancashire Fire
and Rescue Authority) agent. Therefore both the billing authority and the
preceptors must include appropriate shares of Council Tax debtors and
creditors in their Balance Sheets. Previously this was shown only by the
billing authority.

e The above change has also prompted a review of the treatment of National
Non-Domestic Rates. There is now a requirement that billing authorities shall
not show NNDR payers as debtors or creditors in their Balance Sheet but
instead show a single creditor or debtor for the Department of Communities
and Local Government (DCLG) recognising that the Council is acting as
agent in the collection of NNDR for the Government. Note 1 of the
Statement of Accounts: page 37 provides details of the adjustments that
have been needed to last year's Statement of Accounts as a result of these
changes.

Asset Revaluation

3.2 The council's freehold and leasehold properties were revalued on 1 March 2010 by
the district valuer (Statement of Accounts: page 51). This has a major impact on
the values that the council shows in the balance sheet. These assets must be
valued, as a minimum, every five years. The previous valuation took place on 1
March 2005.

3.3 The table below summarises the impact that the valuation had on our different fixed
asset categories. The table shows the resulting values at 1 March 2010, before any
depreciation or additions are accounted for:

Value at
Cost or 1 March 2010
. Upward Downward before
Valuation at . . .
1 April 2009 Revaluation Revaluation Additions
and
Depreciation
£
Operational Assets
Other Land and Buildings 10,461,130 2,945,684 -2,579,638 10,827,176
Vehicles, Plant and Equipment 5,042,960 0 0 5,042,960
Infrastructure 294,422 0] 0 294,422
Community 1,560,472 599,551 -18,571 2,141,452
Total Operational Assets 17,358,984 3,545,235 -2,598,209 18,306,010
Non-Operational
Investment 724,456 233,008 -109,214 848,250
Total Non-Operational Assets 724,456 233,008 -109,214 848,250
TOTAL 18,083,440 3,778,243 -2,707,423 19,154,260
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4.1

5.1

STATEMENT OF ACCOUNTS FOR 2009/10

The full statement of accounts for 2009/10 is attached at Annex 2. Obviously the
accounts are very detailed and do contain a considerable amount of technical
information. It is crucial however that members consider the important aspects of
the various statements and therefore the highlights of the 2009/10 accounts are set
out below.

KEY FINANCIAL INFORMATION FOR THE 2009/10 ACCOUNTS

Whilst the statement of accounts sets out the accounting statements according to
the SORP and the Best Value Accounting Code of Practice (Income and
Expenditure Account, Statement of Accounts: page 31), we have shown below a
comparison of the actual expenditure with the budget in our management reporting
format (i.e. by service committees). This information will also be reported to
individual service committees in the next cycle giving full details for individual
over/underspends.

General Fund Outturn Performance:

Original Revised

Original Revised Actual Estimate Estimate

Committee Estimate Estimate Compared Compared

to Actual to Actual

£'000 £'000 £'000 £'000 £'000

Community Services 3,743 3,813 3,715 28 98
Policy & Finance 3,197 3,109 1,708 1,489 1,401
Planning & Development 515 613 338 177 275
Health & Housing 656 714 649 7 65
Committee Expenditure 8,111 8,249 6,410 1,701 1,839
Interest Payable 30 30 30 0 0
Parish Precepts 368 368 368 0 0
Interest Received -125 -15 -15 -110 0
Net Operating Expenditure 8,384 8,632 6,793 1,591 1,839

Precept from Collection Fund

) i . -3,435 -3,435 -3,435 0 0
(including parish precepts)

Deficit on Collection Fund 9 9 9 0 0
General Government Grants -792 -786 -795 3 9
Business Rates Redistribution -3,247 -3,247  -3,247 0 0
Deficit for year 919 1,173 -675 1,594 1,848
Depreciation -768 -728 -728 -40 0
Minimum Revenue Provision 245 116 116 129 0
Net Transfer toffrom 150 -149 2087 2,237  -2,236
earmarked reserves

Deficit for year 246 412 800 -554 -388
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5.2 You will see we have made a deficit of £800,000 during the year compared with the
Revised Estimate of £412,000 and the Original Estimate of £246,000. When the
Revised Estimates were considered in January we explained the main differences
between the Original and Revised Estimates. During the preparation of the revised
estimate a number of changes were made to the budget:

Iltem £'000

Reduction in General Government Grants Receiveable 6
Decrease in interest earned 110
Reduced use of earmarked reserves 1
Net increase in Service Committee costs 49

166

Final Position Compared to the Revised Estimate

5.3 During the 2009/10 financial year there are many variances that occur when we
carry out our budget monitoring. The main variations affecting our final position
compared with the revised estimate can be summarised as:

Variation £'000

Fleming VAT Claim 182
Housing and Planning Delivery 195
Increased income on Building Control and Planning 32
Increased income on Licensing and Land Charges 19
New Burdens Grant - Habitats and Climate Change 24
Performance Reward Grant 478
Retained Housing Subsidy 38
Savings on Clitheroe Castle Museum 13
Savings on Concessionary Travel 34
Savings on Council Tax and NNDR 13
Savings on Economic Development 16
Savings on Grants and Subscriptions (All committees) 23
Savings on Ribble Valley Parks 9
Savings on Ribblesdale Pool 31
Savings on Various Repairs and Maintenance 12
Savings on Waste Transfer Station, Refuse and Recycling 17
Other Service Underspends transferred to Reserves 28
VAT shelter monies received 675

1839
Extra General Government Grant Received 9
Extra Transfers to Earmarked Reserves -2236
Increase in amount to take from balances -388
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General Fund Balances

5.4 It is obviously very important to maintain a healthy level of general fund balances to
cover for unforeseen events and also provide a stable level of resources for future
planning. However, this has to be balanced against meeting the council’'s spending
priorities and also very importantly setting a low council tax.

5.5 We had originally planned to take £246,000 from general fund balances to help
finance the 2009/10 spending plans. The final position shows that the council has
needed to take £800,000 from general fund balances. However, there has been a
large increase in the level of net transfers to earmarked reserves, including
£400,000 set aside in respect of extra staff pension liabilities following the transfer of
housing staff to Ribble Valley Homes on 31 March 2008 and the merging of HRA
balances with General Fund balances in 2008/09. (Statement of Accounts: page
32).

5.6 In addition we are pleased that we have continued to set the lowest council tax in

Lancashire and one of the lowest council taxes in the country and yet hold healthy
levels of balances.

£'000

General Fund Balances: Brought forward at 1 April 2009 2,022
Taken to fund deficit on 2009/10 income and expenditure account -800
General Fund Balances: Carried forward at 31 March 2010 1,222

Collection Fund

5.7 The Collection Fund (Statement of Accounts: page 79) has made an in year deficit
of £18,000. This is added to the deficit of £228,000 brought forward from 2008/09.
The £18,000 in year deficit will have to be recovered from precepting authorities in
2011/12, with the deficit brought forward of £228,000 being recovered in 2010/11.
These amounts will be recovered pro-rata to the original precepts from each
authority.

5.8 The Government have not yet published the council tax collection rates for 2009/10
however we know that our actual collection rate is 99.04%. (2008/09 financial year:
99.06% and 7™ overall in the country). This is yet again an outstanding result.

Capital

5.9 During the year the Council spent £1.504 million on capital schemes. The main
areas of expenditure included:

Clitheroe Castle Museum scheme
Replacement vehicles and plant
Computer hardware

Affordable housing initiatives
Renovation and disabled facilities grants
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5.10

At the end of the financial year work on some schemes was still underway. This can
be carried forward into the new financial year and is known as slippage. Slippage
for a number of schemes has been agreed into 2010/11. These schemes include
the following:

Calderstones Open Space.

Replacement Car Park Machines and Software.
Repairs to Riverside Path at Brungerley.

Salthill Play Area.

Football Changing Rooms Refurbishment at Roefield.
Energy Efficiency Measures at Ribblesdale Pool.
Affordable Housing Initiatives.

How the Capital Programme was Financed

Borrowing 494
Government grants and contributions 948
Revenue contributions 62

1,504

Balance Sheet

5.11

5.12

5.13

5.14

5.15
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The Balance Sheet (Statement of Accounts: page 35) shows our assets, liabilities
and reserves. The net position at the 31 March 2010 shows the council with negative
equity with a net worth of -£2.602 million, whilst at the 31 March 2009 the Council
had a positive net worth of £0.747 million.

This position is due to the pension liability, which increased from £10.5 million at the
end of 2008/09, to just over £15.6 million at the 31 March 2010. The liabilities show
the underlying commitments that the council has in the long run to pay retirement
benefits.

However, statutory arrangements for funding the deficit mean that the financial
position of the authority remains healthy. The deficit will be made good by increased
contributions over the remaining working life of employees, as assessed by the
scheme actuary.

The two major factors affecting the net pension liability are the interest costs over
the year and the change in actuarial assumptions. Interest will have added about 7%
to the value of the liabilities, whilst the financial assumptions used for the
calculations as at 31 March 2010 were much more conservative than those used as
at 31 March 2009. This is driven particularly by the yields on corporate bonds falling
substantially and the inflation assumption increasing slightly during the vyear.
(Statement of Accounts, Note 35: page 65)

Other than the pension liability, the main changes on the balance sheet are:
e There has been a revaluation of the council’s fixed assets on the 1 March

2010. This has seen a decrease in the value of some assets totalling £2.7m
whilst others have increased in value by £3.8m.

e Debtors and Prepayments are substantially higher at the 31 March 2010

when compared to 31 March 2009, mainly due to payments due for receipt in
respect of capital grants
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The Council had no short term investments at the 31 March 2010, compared
to £1.585m short term investments at the end of 31 March 2009.

On creditors there is a fall in amounts due to creditors at 31 March 2010 when
compared to the 31 March 2009. This is largely due to a reduction in the level
of receipts in advance and a lower level of the council’s creditors awaiting
payment at the end of 2009/10

The Capital Adjustment Account has decreased substantially and reflects the
downward revaluation of the councils fixed assets as previously referred to.
Conversely there is now a large balance on the Revaluation Reserve, which
reflects those assets which have seen an upward valuation.

Earmarked Reserves have been substantially increased (Statement of
Accounts: Note 31, page 60). This is partly due to a humber of high value
transactions being transferred from service committee actuals to earmarked
reserves and include:

0 VAT shelter receipts (£E675,000)
Fleming Claim VAT (£182,000)
Performance Reward Grant (£478,000)
Housing and Planning Delivery Grant (£204,000)
Retained Housing Revenue Subsidy (£38,000)

O O0OO0O0

In light of the current economic climate and future commitments, a number of further
transfers to earmarked reserves have been made, notably:

o Restructuring reserve (£200,000)
o Future LSVT Pensions Liability (£400,000)

As more transfers have been made to earmarked reserves, there has been an
increased use of General Fund Balances. Use of General fund balances has
increased to £800,000 compared to the revised estimate of £400,000.
However, our general fund balances remain in a healthy position and will help
the council tackle the difficult times that may lie ahead in the coming years.

6 CONCLUSION

6.1 A revaluation of the council's freehold and leasehold properties was carried out
during the financial year. This resulted in a net upward revaluation of £1.071m.

6.2 The main change to the SORP which has impacted on this council for 2009/10 has
been the changes to accounting for NNDR and Council Tax.

6.3 The final outturn of a deficit of £800,000 means that we have taken £800,000 from
general fund balances instead of £400,000 which was estimated when we prepared
the Revised Estimates. Despite the increased use of general fund balances this is
largely due to increased transfers to earmarked reserves.

7 RECOMMENDED THAT THE ACCOUNTS AND AUDIT COMMITTEE

7.1 Approve the Statement of Accounts for 2009/10 as attached at Annex 2

FINANCIAL SERVICES MANAGER

AA17-10/LO/AC
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ANNEX 1

SUMMARY OF COMPARISON BETWEEN REVISED ESTIMATE AND ACTUAL OUTTURN

2009/10
ACTUAL POSITION £'000 £000
Goqd News: Committee expenditure down by (compared with Revised 279
Estimate)
Add net transfers to Earmarked Reserves 2
Less Capital Expenditure charged to Revenue -62
Net Saving 212
Plus extra income received (over and above Revised Estimate)
VAT Shelter 675
Fleming VAT Credits 182
Housing Subsidy 38
Total 895
.. Better off compared with Revised Estimate 1,107
Of the above £1.107m

USED AS FOLLOWS £000 £'000
.. Better off compared with Revised Estimate 1,107
New Earmarked Reserves set up

e Vat Shelter -675

¢ Fleming Vat Credits -182

e Post LSVT (ex subsidy) -38

e Post LSVT (HRA Pensions) -400

e Restructuring Reserve -200
Total -1,495
Balance (i.e. Worse Off compared with Revised Estimate) -388

RESULTING USE OF GENERAL FUND BALANCES

At Revised Estimate planned to take from balances 412

Actual Expenditure (Deficit) 800

Difference (i.e. extra to take from General Fund Balances) 388
17-10aa

Page 8 of 8



Statement of

Accounts [draft
2009/2010

Ribble Valley Borough Councll




This document can be made available in alternative formats or languages. Anyone
wishing to request this document in an alternative format or language should contact
the Financial Services Manager

@ 01200 414541

lawson.oddie@ribblevalley.gov.uk

(=] Ribble Valley Borough Council, Financial Services Manager, Church Walk,
Clitheroe, Lancashire, BB7 2RA
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Annual Governance Statement

1 SCOPE OF RESPONSIBILITY

Ribble Valley Borough Council 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 Council 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 Council is responsible for putting in place
proper arrangements for the governance of its affairs and for ensuring that there is a
sound system of internal control which facilitates the effective exercise of its functions
and which includes arrangements for the management of risk.

The Council has approved and adopted a local code of corporate governance, which
is consistent with the principles of the CIPFA/SOLACE Framework Good
Governance in Local Government. This Annual Governance Statement explains how
the Council has complied with the local code and also meets the requirements of
Regulation 4 of the Accounts and Audit Regulations 2003 (amended 2006) in relation
to the publication of a statement on internal control.

2 THE PURPOSE OF THE GOVERNANCE FRAMEWORK

The governance framework comprises the systems and processes for the direction
and control of the authority and its activities through which it accounts to, engages
with and leads the community.

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
Council’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 Council for the year ended 31
March 2010 and up to the date of approval of the annual report and statement of
accounts.

Page | 1



STATEMENT OF ACCOUNTS 2009/10

Annual Governance Statement

3 THE GOVERNANCE ENVIRONMENT

Establishing & Monitoring the Achievement of Objectives

The Council’s priorities are derived from consultation on the Sustainable Community
Strategy and the approved Corporate Performance and Improvement Plan clearly
sets out the Council’s priorities and strategic objectives.

Long term outcomes and interim performance targets have been established for
each strategic objective. These are in turn transferred into individual service plans
and performance monitoring reports are produced on a quarterly basis. This is
supported by a system of individual staff performance appraisals.

The Conduct of Behaviour

The Council's Constitution contains formal Codes of Conduct that articulate the
standards of ethical behaviour that are expected from members and officers. These
incorporate procedures for the disclosure of pecuniary interests and offers of gifts
and hospitality.

Policy & Decision Making

The Council has adopted a constitution, which sets out how the Council operates,
how decisions are made and the procedures which are followed to ensure that these
are efficient, transparent and accountable to local people.

Policy and decision-making is facilitated through a Committee System including
Overview & Scrutiny Committee, Accounts and Audit Committee and a Standards
Committee.

Meetings are open to the public except where personal or confidential matters are
being disclosed. In addition, senior officers of the Council can make decisions under
delegated authority.

Compliance
The Council aims to ensure compliance with established policies, procedures, laws
and regulations through a variety of mechanisms, including:

= Monitoring Officer;

= Section 151 Officer;

= Internal Audit;

= External Audit;

= Performance management system.

The Council has designated the Legal Services Manager as Monitoring Officer, who
plays a key role in ensuring compliance. After consulting with the Chief Executive,
the Monitoring Officer will report to the full Council if she considers that any proposal,
decision or omission would give rise to unlawfulness or maladministration. Such a
report will have the effect of stopping the proposal or decision being implemented
until the report has been considered.
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Risk Management

The Council has embedded a robust structure and system for identifying and
evaluating all significant business risks at both the strategic and operational / service
levels. The key elements of which are a Strategic Risk Register and service level risk
assessments built into the business planning process.

Economy, Efficiency & Effectiveness

The Council has constantly sought ways of ensuring the economical, effective and
efficient use of resources, and for securing continuous improvement in the way in
which its functions are exercised. These now include:

= Budget working Group

= Overview & scrutiny Committee
= External Audit

= Internal Audit

Financial Management
The Council has designated the Director of Resources as chief finance officer under
Section 151 of the Local Government Act 1972.

The financial management of the Council is conducted in accordance with the
Financial Procedure Rules set out in the Council’s Constitution. The Council has also
adopted and implemented the relevant financial codes of practice covering such
areas as treasury management and the Prudential Code.

The Council has in place a three-year Financial Strategy, updated annually, to
support the medium-term aims of the Corporate Performance and Improvement
Plan.

The Council maintains a sound Internal Audit function which operates to the
standards set out in the ‘Code of Practice for Internal Audit in Local Government in
the UK'. Internal Audit report four times annually to the Accounts and Audit
Committee and are a prime source of assurance to the authority regarding its
financial management (including the adequacy of its financial systems, budgetary
control and the efficient and effective use of resources). Internal Audit also provides
assurance in the areas of governance, risk management and compliance.

The Council has an objective and professional relationship with its external auditors
and statutory inspectors.

Performance Management

The Council's Performance Management Framework is underpinned by the
Sustainable Community Strategy which clearly articulates a shared vision for the
Borough. Derived from this is our Corporate Performance and Improvement Plan
which articulates our corporate vision, priorities, strategic objectives and anticipated
outcomes. Individual Service Plans contain key projects which are geared towards
achieving overall corporate objectives. This system is in turn supported by individual
staff performance reviews to ensure that everyone understands their individual and
sections contribution to corporate goals.
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Separate detailed guidance exists for Service Planning and the Performance Review
processes. Performance against targets is monitored by the Corporate Management
Team, Service Committees, the Overview & Scrutiny function and the Accounts and
Audit Committee. Where necessary corrective action is identified and implemented.

The Council uses a bespoke performance management software system, Covalent.
The system uses a traffic light system to monitor not only individual performance
indicators, but also their combined effect on the achievement of corporate objectives.
These reports are produced to ensure that trends in performance can be identified
and corrective action introduced if appropriate

4 REVIEW OF EFFECTIVENESS

Ribble Valley Borough Council 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 Directors
within the authority who have responsibility for the development and maintenance of
the governance environment, the Internal Audit Annual Report and also by
comments made by the external auditors and other review agencies and
inspectorates.

The following paragraphs explain the various roles and responsibilities that have
been applied in maintaining and reviewing the effectiveness of the Council's system
of governance and internal control:

Corporate Level Review
The Corporate Management Team consisting of the following officers oversees the
compilation of the Annual Governance Statement.

= Chief Executive;
= Director of Resources (S.151 Officer);
= Director of Community Services;

= Director of Development

The group has considered a detailed corporate level review of the Council's system
of governance in accordance with the guidance provided by CIPFA / SOLACE.

Directorate Level Review

The Council has also in place Directorate Assurance Statements requiring Directors
to review the operation of a range of governance systems and procedures within
their service areas and indicate whether there are any significant non-compliance
issues. These are analysed to ascertain whether there are any common areas of
concern, and if so, whether these constitute significant governance issues and as
such need to be included in the Annual Governance Statement.
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Monitoring Officer

As the Council's Monitoring Officer, The Legal Services Manager has a duty to
monitor and review the operation of the Constitution to ensure its aims and principles
are given full effect. The Council reviews the Constitution each year at its Annual
Meeting.

Scrutiny Committee

The Council has an Overview and Scrutiny Committee which can challenge a
decision made by Service Committees but not yet implemented, to enable them to
consider whether the decision is appropriate.

Accounts and Audit Committee

The Council has appointed an Accounts and Audit Committee whose terms of
reference comply with the latest CIPFA guidelines. These extend to monitoring the
Council's governance and risk management framework and include reviewing the
adequacy of the governance framework.

Standards Sub-Committee

The Council has appointed a Standards Committee whose terms of reference
comply with the guidance set out by the Standards Board for England, including the
statutory functions in respect of the local Code of Conduct for Members.

Internal Audit

Internal Audit is responsible for monitoring the quality and effectiveness of the
system of governance and internal control. A risk-based Internal Audit Plan is
produced each financial year. The reporting process for Internal Audit requires a
report of each audit to be submitted to the relevant Directorate. The report includes
recommendations for improvements that are included within an Action Plan and
require agreement or rejection by service managers. The process includes follow-up
reviews of agreed recommendations to ensure that they are acted upon.

The Internal Audit Annual Report contains an opinion on the overall levels of internal
control (a view based on the relative significance of the systems reviewed during the
year, in the context of the totality of the control environment). The annual audit
opinion given for the 2009/10 financial year was as follows:

‘Reasonable i.e. the Authority can place reasonable (i.e. sufficient) reliance on the
arrangements/controls in place. Only relatively minor control weaknesses exist.’
Internal Audit

Page | 5



STATEMENT OF ACCOUNTS 2009/10

Annual Governance Statement

This opinion was reached after carrying out audit reviews of the following areas:

Data Matching of Housing Benefits to

Electoral Register

Employees — Council Tax and Single
Person Discount Check

Visitors Information Centre

Building Control

Payroll System

Platform Gallery

Sundry Debtors System

Creditors System

Creditors System

Deductions from Payroll

Private Drain Clearances

Petty Cash Floats

Temporary Loans & Investments

Land Charges

Clitheroe Cemetery

Salthill Depot Stores

Flexi-time System Operation

Car Mileage Claims

Printing and Stationery

Rechargeable Works

Car Insurances

Clitheroe Market

Housing Benefit Cheque Delivery

External Audit

In accordance with the Audit Commission’s Code of Audit Practice, the Council
receive regular reports on elements of its internal control environment, including
performance management, risk management, financial management and
governance.

AUDIT COMMISSION NATIONAL REPORT

In September 2009 the Audit Commission released a report entitled ‘Protecting the
Public Purse’ which focused on the damaging impact that fraud has on the economy
and on citizens.

The report highlighted the significant benefits to both councils and taxpayers that can
be achieved where councils adopt good practice and focus counter-fraud activities
and resources on those areas of greatest financial risk and/or social harm.

The report included a checklist, which it encouraged councils to use to assess their
organisations defences against the good practice that has been identified because:

‘fraud is likely to increase as a result of a recession as economic distress can
increase the incentive to commit fraud and controls to prevent fraud can come under
pressure as councils reduce their costs’

Audit Commission
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This checklist was used and completed for this council without any areas of concern
being highlighted. The purpose of the checklist was to ensure that the Council is
doing all that it can to:

= address housing tenancy, single person discount (SPD) and recruitment
fraud

= satisfy themselves that their vetting procedures for recruiting permanent and
temporary staff accord with good practice

= consider whether they have properly vetted staff already in post and take
appropriate risk based action

= ensure that their arrangement for tackling housing and council tax benefit
fraud are up to date, effective and address increased service demands

= ensure current arrangements are sufficiently robust to reduce the risk of
procurement fraud and follow the latest Office of Fair Trading guidance to
lessen the risk of unlawful practices affecting their awarding and allocation of
contracts

= use information from the Audit Commission’s National Fraud Initiative (NFI)
to the full to help focus their fight against fraud

= test their whistle-blowing arrangements against good practice guidance and
ensure staff understand and trust them

= improve staff awareness of money laundering regulations and how they can
report suspicions of money laundering and criminal activities

= |dentify areas where internal controls may not be effective or operating as
intended

SIGNIFICANT GOVERNANCE ISSUES

We have been advised of the result of the review of the effectiveness of the
governance framework and system of internal control by the Corporate Improvement
Board and are pleased to report that no significant improvement opportunities have
been highlighted.

CLLR E. M. H. RANSON M. H. SCOTT
Leader of the Council Chief Executive

On behalf of Ribble Valley Borough Council
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Explanatory Foreword

1 INTRODUCTION

The Council's statement of accounts for the year ended 31 March 2010 is set out on
the following pages. These have been prepared in accordance with the Chartered
Institute of Public Finance and Accountancy’s Code of Practice on Local Authority
Accounting in the United Kingdom. The statements produced for 2009/10 are:

Core Financial Statements

Income and Expenditure Account This reports on the net cost for the year
of all of the functions for which the council is responsible and demonstrates
how this net cost has been financed from local tax payers and central
government grant. It is the best measure of the council's financial results
according to generally accepted accounting principles (GAAP)

Statement of Movement on the General Fund Balance This statement is
based upon the income and expenditure account but contains certain
amendments required by statute and non-statutory proper accounting
practices.

Statement of Total Recognised Gains and Losses The income and
expenditure account will not contain certain gains and losses such as those
arising from the revaluation of fixed assets. This statement takes the income
and expenditure account and adjusts it for these additional gains and losses.

Balance Sheet This shows the council’s financial position at the beginning
and end of the financial year and shows the assets and liabilities of the
council.

Cash Flow Statement Here is summarised the inflows and outflows of cash
arising from transactions with third parties for revenue and capital purposes.

Supplementary Statements

Collection Fund Account This shows the transactions of the council as a
billing authority in relation to non-domestic rates and council tax collection. It
also shows the way in which the money collected has then been distributed to
precepting authorities and the general fund.
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The Code of Practice on Local Authority Accounting in the United Kingdom: A
Statement of Recommended Practice 2009 (SORP)

The Statement of Recommended Practice (SORP) is produced annually and shows
how the UK Generally Accepted Accounting Principles (GAAP) is applied to the
production of the Statement of Accounts.

The SORP specifies the principles and practices of accounting required to prepare a
Statement of Accounts which ‘present fairly’ the financial position and transactions of
the council. The SORP also ensures that the financial reports of local authorities are
standardised, allowing their performance to be measured and compared.

The 2009 SORP applies to the production of the 2009/10 Accounts within Local
Government. The substantive changes introduced into the 2009 SORP are:

= The accounting requirements for the Private Finance Initiative (PFI) and
similar contracts are no longer based on the UK accounting standard
FRS5 (Reporting the Substance of Transactions), but on International
Financial Reporting Standards (IFRS). The requirements are based on
IFRIC12 (Service Concession Arrangements)

= Changes in accounting for local taxes (i.e. Council Tax), recognising that
the billing authority (Ribble Valley Borough Council) acts as the major
preceptors’ (Lancashire County Council, Lancashire Police Authority and
Lancashire Fire and Rescue Authority) agent. Therefore both the billing
authority and the preceptors must include appropriate shares of Council
Tax debtors and creditors in their Balance Sheets. Previously this was
shown only by the billing authority.

= The above change has also prompted a review of the treatment of
National Non-Domestic Rates. There is nhow a requirement that billing
authorities shall not show NNDR payers as debtors or creditors in their
Balance Sheet but instead show a single creditor or debtor for the
Department of Communities and Local Government (DCLG) recognising
that the Council is acting as agent in the collection of NNDR for the
Government.
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2 GENERAL FUND

Whilst the Income and Expenditure Account is presented in accordance with the Best
Value Accounting Code of Practice (BVACOP) it is also possible to analyse our
spending in accordance with the Council’s committee structure.

The Council’'s General Fund services are partly paid for by government grants and
contributions from pooled business rates with the balance being funded from council
tax. Shown below is a summary of the general fund accounts comparing actual
expenditure with the original and revised budgets for the year.

Original Revised

Original Revised Actual Estimate Estimate

Committee Estimate Estimate Compared Compared

to Actual to Actual

£'000 £'000 £'000 £000

Community Services 3,743 3,813 3,715 28 98
Policy & Finance 3,197 3,109 1,708 1,489 1,401
Planning & Development 515 613 338 177 275
Health & Housing 656 714 649 7 65
Committee Expenditure 8,111 8,249 6,410 1,701 1,839
Interest Payable 30 30 30 0 0
Parish Precepts 368 368 368 0 0
Interest Received -125 -15 -15 -110 0
Net Operating Expenditure 8,384 8,632 6,793 1,591 1,839

Precept from Collection Fund

. ) . -3,435 -3,435 -3,435 0 0
(including parish precepts)

Deficit on Collection Fund 9 9 9 0 0
General Government Grants -792 -786 -795 3 9
Business Rates Redistribution -3,247 -3,247  -3,247 0 0
Deficit for year 919 1,173 -675 1,594 1,848
Depreciation -768 -728 -728 -40 0
Minimum Revenue Provision 245 116 116 129 0
Net Transfer toffrom 450  -149 2,087 2237  -2,236
earmarked reserves

Deficit for year 246 412 800 -554 -388
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Amendments to our budget in the year

During the preparation of the revised estimate a number of changes were made to the
budget. These were:

Iltem £'000

Reduction in General Government Grants Receiveable 6
Decrease in interest earned 110
Reduced use of earmarked reserves 1
Net increase in Service Committee costs 49
Net increse in amount to take from balances for the year 166

Financial Performance and Outlook

Once again the council’s sound financial management and careful monitoring of budgets
throughout the year has resulted in an underspend for the financial year on committee
expenditure.

Through the continued use of collaborative procurement in 2009/10 the council was able to
see substantial service cost savings, most notably a highly competitive energy contract for
gas and electric which has seen particularly the Ribblesdale Pool and Clitheroe Castle
Museum benefit from reduced unit costs.

The council has seen the impact of the current economic climate affect many of its services,
and prudent budget setting for the revised estimate forecast substantial reductions in income
streams, particularly in the areas of planning, building control, land charges and licensing.
Fortunately the outturn was not as bleak as forecast, with some services realising income in
excess of the low revised estimate. Nonetheless, this has prepared the council for what will
undoubtedly be difficult times in the coming years.

In the past, investment income has provided valuable support to the budget with £210,000
earned in 2008/09 and £286,000 in 2007/08. With the disappointing interest rates currently
available the council was only able to achieve investment income of £15,000 in 2009/10 and
forecasts that this will continue, with a budget for investment income for 2010/11 also set at
£15,000.

Reductions in income inevitably put a strain on services to identify savings in order to
achieve an affordable and balanced budget. With government aims to substantially reduce
Britain’s budget deficit, local government will inevitably be required to identify further savings
still. The council is currently undergoing a structure review, which will better place it in facing
the challenges that will be approaching in the coming yeatrs.

In light of this outlook, the council has taken the opportunity to prepare, with substantial
transfers made in 2009/10 to a number of earmarked reserves. The revised estimate for the
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council forecast £149,000 would be transferred to earmarked reserves; however the
Statement of Accounts shows a greatly increased £2.087m transferred to earmarked
reserves. There are a variety of reasons for these transfers, and a breakdown can be seen
in note 31 to the Core Financial Statements

In the 2009/10 financial year the council saw its first visitors to the newly completed, award
winning Clitheroe Castle Museum, opened by HRH the Duke of Gloucester. Visitor numbers
far exceeded those originally anticipated, drawing visitors to the wider borough as well as the
castle site itself.

During 2009/10 there were many variances identified when we monitored our budget. The
main variations affecting our final position compared with the revised estimate can be
summarised as:

Variation £'000

Fleming VAT Claim 182
Housing and Planning Delivery 195
Increased income on Building Control and Planning 32
Increased income on Licensing and Land Charges 19
New Burdens Grant - Habitats and Climate Change 24
Performance Reward Grant 478
Retained Housing Subsidy 38
Savings on Clitheroe Castle Museum 13
Savings on Concessionary Travel 34
Savings on Council Tax and NNDR 13
Savings on Economic Development 16
Savings on Grants and Subscriptions (All committees) 23
Savings on Ribble Valley Parks 9
Savings on Ribblesdale Pool 31
Savings on Various Repairs and Maintenance 12
Savings on Waste Transfer Station, Refuse and Recycling 17
Other Service Underspends transferred to Reserves 28
VAT shelter monies received 675

1,839
Extra General Government Grant Received 9
Extra Transfers to Earmarked Reserves -2,236
Increase in amount to take from balances -388
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Analysis of our Expenditure by Type
We have shown in the graph below how our total general fund expenditure is broken down

by type:

Type £'000

Employee Related 6,759

Premises Related 1,648

Transport Related 1,684

Supplies & Services 2,037

Third Party Payments 999

Transfer Payments 8,291

Capital Financing Costs 728

Total Expenditure 22,146

Expenditure Types
9
H Employee Related
8
, 11 Premises Related
6 i Transport Related
> M Supplies & Services
£m
4
i Third Party Payments

3
5 i Transfer Payments
11  Capital Financing

7R 1684 2.037 0.999 8.291 0.728 Costs
0

You can see that the two biggest types of expenditure are our employee costs and transfer
payment. Transfer payments are payments such as housing benefits which we make on
behalf of the Government.

Page | 13




STATEMENT OF ACCOUNTS 2009/10

Explanatory Foreword

How our general fund budget is financed

As shown earlier our total net expenditure for committees is £6.41m. A number of
adjustments are then made to this total including the removal of depreciation from our
accounts, interest payable and the transfers to/from earmarked reserves. After these
adjustments we are left with expenditure to be financed for the year of £8.283m. We finance
this as follows:

Where the money came from

H Government Grants

ki Business Rates
Redistributed

H Council Tax

L1 Interest

i General Fund Balances
0.795 3247 3.426 EXGEE 0.800

Type of Finance

General Fund Balances

It is obviously very important to maintain a healthy level of general fund balances to cover for
unforeseen events and also provide a stable level of resources for future planning. This
however has to be balanced against meeting the council's spending priorities and also very
importantly setting a low council tax.

We had originally planned to take £246,000 from general fund balances to help finance the
2009/10 spending plans. The final position shows that the council has needed to take
£800,000 from general fund balances. However, there has been a large increase in the level
of net transfers to earmarked reserves, including £400,000 set aside in respect of extra staff
pension liabilities following the transfer of housing staff to Ribble Valley Homes on 31 March
2008 and the merging of HRA balances with General Fund balances in 2008/09.

In addition we are pleased that we have continued to set the lowest council tax in Lancashire
and one of the lowest council taxes in the country and yet hold healthy levels of balances.

£'000

General Fund Balances: Brought forward at 1 April 2009 2,022
Taken to fund deficit on 2009/10 income and expenditure account -800
General Fund Balances: Carried forward at 31 March 2010 1,222
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PENSIONS

The statement of accounts reflects the full adoption of Financial Reporting Standard
17 Retirement Benefits (FRS17), following its full implementation in 2003/04. This
requires that:

= Pension costs charged to services are based on the cost of providing
retirement benefits to employees in the period that the benefits are earned
by the employee rather than the actual cash contributions to the
Lancashire County Pension Fund. This cost referred to as the current
service cost is calculated by the fund’s actuary, Mercer Ltd.

= The net pension asset/liability in respect of the surplus/deficit on the
pension fund, as calculated by the fund’s actuary, is included in the
Authority’s balance sheet. In Ribble Valley Borough Council’'s case the net
liability as at 31 March 2010 increased to £15.603m (31 March 2009
£10.555m).

When looking at the balance sheet on page 35, it can be seen that the council has a
negative balance sheet. This is as a direct result of the increased net pension liability.
The two major factors affecting the net pension asset/liability are the interest costs
over the year and the change in actuarial assumptions. Interest will have added
about 7% to the value of the liabilities, whilst the financial assumptions used for the
calculations as at 31 March 2010 were much more conservative than those used as
at 31 March 2009. This is driven particularly by the yields on corporate bonds falling
substantially and the inflation assumption increasing slightly during the year.

Whilst the council’'s balance sheet shows a net liability rather than net assets, this is
solely due to the accounting entries that are needed to be made for FRS17
(Retirement Benefits). Statutory arrangements for funding the deficit mean that the
financial position of the Council remains healthy.

CAPITAL

We keep a separate account of all our capital expenditure and income transactions,
examples of such transactions would be:

= Buying or selling land or property.

= |Improvements to our existing assets.
= Building new properties.

= Purchase of refuse vehicles & plant.

= Awarding improvement grants for private sector renewal.

We have a five year capital programme which is revised each year depending on our
priorities and the resources we expect to be available to fund the capital schemes.
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During the year the Council spent £1.504 million on capital schemes. The main areas
of expenditure included:

Clitheroe Castle Museum scheme.
Replacement vehicles and plant.
Computer hardware.

Affordable housing initiatives.
Renovation and disabled facilities grants.

At the end of the financial year work on some schemes was still underway. This can
be carried forward into the new financial year and is known as slippage. Slippage for
a number of schemes has been agreed into 2010/11. These schemes include the
following:

Calderstones Open Space.

Replacement Car Park Machines and Software.
Repairs to Riverside Path at Brungerley.

Salthill Play Area.

Football Changing Rooms Refurbishment at Roefield.
Energy Efficiency Measures at Ribblesdale Pool.
Affordable Housing Initiatives.

How the Capital Programme was Financed 0[0[0)

Borrowing 494
Government grants and contributions 948
Revenue contributions 62

1,504

1S
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The Council financed capital expenditure totalling £494,000 from borrowing during
2009/10. We continue to make full use of advantageous lending terms that are
offered by the Public Works Loan Board (PWLB).

The total PWLB loans outstanding at 31 March 2010 is £0.507m. These are included
in the Balance Sheet under Short Term Borrowing and Long Term Borrowing. A
detailed analysis of the Council’s long term borrowing is shown in note 22 to the core
financial statements.

REVALUATION OF ASSETS

The council’s freehold and leasehold properties were revalued on 1 March 2010 by
the district valuer. This has a major impact on the values that the council shows in
the balance on page 35 as Fixed Assets. These assets must be valued, as a
minimum, every five years. The previous valuation took place on 1 March 2005.

The table below summarises the impact that the valuation had on our different fixed
asset categories. The table shows the resulting values at 1 March 2010, before any
depreciation or additions are accounted for:

Gt o Value at
Valuation Upward Downward - MarcSerglr.g
at Revaluation Revaluation .
. Additions and
1 April 2009 o
Depreciation
£ £
Operational Assets
Other Land and Buildings 10,461,130 2,945,684 -2,579,638 10,827,176
Vehicles, Plant and Equipment 5,042,960 0 0] 5,042,960
Infrastructure 294,422 0} 0 294,422
Community 1,560,472 599,551 -18,571 2,141,452
Total Operational Assets 17,358,984 3,545,235 -2,5698,209 18,306,010
Non-Operational
Investment 724,456 233,008 -109,214 848,250
Total Non-Operational Assets 724,456 233,008 -109,214 848,250
TOTAL 18,083,440 3,778,243 -2,707,423 19,154,260
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Statement of Responsibilities

The following responsibilities are placed upon the Authority and the Director of Resources in
relation to the Council's financial affairs:

The Authority's Responsibilities

The authority is required to:

= Make arrangements for the proper administration of its financial affairs and to secure
that one of its officers has the responsibility for the administration of those affairs. In
this authority, that officer is the Director of Resources.

= Manage its affairs to secure economic, efficient and effective use of resources and
safeguard its assets.

=  Approve the Statement of Accounts.

The Director of Resources' Responsibilities

The Director of Resources is responsible for the preparation of the authority's statement of
accounts in accordance with proper practices as set out in the CIPFA/LASAAC Code of
Practice on Local Authority Accounting in the United Kingdom (the SORP).

In preparing this statement of accounts the, Director of Resources has:

= Selected suitable accounting policies and then applied them consistently.
= Made judgements and estimates that were reasonable and prudent.
= Complied with the local authority SORP

The Director of Resources has also:
= Kept proper accounting records which were up to date.
= Taken reasonable steps for the prevention and detection of fraud and other
irregularities.

| hereby certify that the Statement of Accounts gives a true and fair view of the financial
position of the authority at the accounting date and its income and expenditure for the year
ended 31 March 2010.

Jane L Pearson
Director of Resources CPFA
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Approval of the Statement of Accounts

I confirm that these accounts, including the Income and Expenditure Account on page 31
and the Balance Sheet on page 35, were approved by the Accounts and Audit Committee at
its meetings held on 29 June 2010 (unaudited)

Signed by:

Clir John Hill
Chairman of Accounts and Audit Committee

29 June 2010
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Statement of Accounting Policies

1

GENERAL PRINCIPLES

The Statement of Accounts summarises the Council’s transactions for the 2009/10
financial year and its position at the year end of 31 March 2010. It has been
prepared in accordance with the Code of Practice on Local Authority Accounting in
the United Kingdom 2009: A Statement of Recommended Practice (SORP). The
accounting convention adopted is historical cost, modified by the revaluation of
certain categories of tangible fixed assets.

ACCRUALS OF INCOME AND EXPENDITURE

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

= Fees, charges and rents due from customers are accounted for as income at
the date the council provides the relevant goods or services.

= Supplies are recorded as expenditure when they are consumed — where there
is a gap between the date supplies are received and their consumption, they
are carried as stocks on the Balance Sheet.

= Works are charged as expenditure when they are completed, before which
they are carried as works in progress on the Balance Sheet.

= Interest payable on borrowings and receivable on investments is accounted
for on the basis of the effective interest rate for the relevant financial
instrument rather than the cash flows fixed or determined by the contract.

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

PROVISIONS

Provisions are made where an event has taken place that gives the council an
obligation that probably requires settlement by a transfer of economic benefits, but
where the timing of the transfer is uncertain.

Provisions are charged to the appropriate service revenue account in the year that
the council becomes aware of the obligation, based on the best estimate of the likely
settlement. When payments are eventually made, they are charged to the provision
set up on the Balance Sheet

Provisions for bad debts have been made within the accounts for expected losses of
income in respect of sums due but not received from debtors.
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RESERVES

The Council sets aside specific amounts as reserves for future policy purposes or to
cover contingencies. Reserves are created by appropriating amounts in the
Statement of Movement on the General Fund Balance. When expenditure to be
financed from a reserve is incurred, it is charged to the appropriate service revenue
account in that year to score against the Net Cost of Services in the Income and
Expenditure Account. The reserve is then appropriated back into the General Fund
Balance statement so that there is no charge against council tax for the expenditure.

Certain reserves are kept to manage the accounting processes for tangible fixed
assets and retirement benefits and do not represent usable resources for the council.
These reserves are explained in the relevant policies below.

GOVERNMENT GRANTS AND CONTRIBUTIONS (REVENUE)

Whether paid on account, by instalments or in arrears, government grants and third
party contributions and donations are recognised as income at the date that the
Council satisfies the conditions of entitlement to the grant/contribution, there is
reasonable assurance that the monies will be received and the expenditure for which
the grant is given has been incurred. Revenue grants are matched in service
revenue accounts with the service expenditure to which they relate. Grants to cover
general expenditure (e.g. Revenue Support Grant) are credited to the foot of the
Income and Expenditure Account after Net Operating Expenditure.

RETIREMENT BENEFITS

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

The Local Government Pension Scheme

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

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

= Liabilities are discounted to their value at current prices, using a discount
rate based on the indicative rate of return on high quality (AA rated)
corporate bonds. At 31 March 2010 the discount rate was around 5.6%
(7.1% 31 March 2009).
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= The assets of the Lancashire County Pension Fund attributable to Ribble
Valley Borough Council are included in the Balance Sheet at their fair value:

Quoted securities — current bid price
Unquoted securities — professional estimate
Unitised securities — current bid price

Property — market value

= The Change in the Net Pensions Liability is analysed into seven
components:

Current Service Cost — the increase in liabilities as a result of years
of service earned this year — allocated in the Income and
Expenditure Account to the revenue accounts of services for which
the employees worked.

Past Service Cost — the increase in liabilities arising from current
year decisions whose effect relates to years of service earned in
earlier years — debited to the Net Cost of Services in the Income
and Expenditure Account as part of Non Distributed Costs.

Interest Cost — the expected increase in the present value of
liabilities during the year as they move one year closer to being paid
— debited to the Net Operating Expenditure in the Income and
Expenditure Account.

Expected Return on Assets — the annual investment return on the
fund assets attributable to Ribble Valley Borough Council, based on
an average of the expected long term return - credited to Net
Operating Expenditure in the Income and Expenditure Account.

Gains/Losses on Settlements and Curtailments — where a
restructuring has occurred within the employer’s staff base and a
number of staff have transferred from the employer in an accounting
period, i.e. a settlement has occurred in terms of the assets and
liabilities lost (transferred out) to either another employer in the fund
or to a different pension scheme — debited/credited to the Net Cost
of Services in the Income and Expenditure Account as part of Non
Distributed Costs.

Actuarial Gains and Losses — changes in the Net Pensions Liability
that arise because events have not coincided with assumptions
made at the last actuarial valuation or because the actuaries have
updated their assumptions — debited/credited to the Statement of
Total Recognised Gains and Losses.

Contributions paid to the Lancashire County Pension Fund — cash
paid as employer’s contributions to the pension fund.
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In relation to retirement benefits, statutory provisions require the General Fund
Balance to be charged with the amount payable by the Council to the Pension Fund
in the year, not the amount calculated according to the relevant accounting
standards. In the Statement of Movement on the General Fund Balance this means
that there are appropriations to and from the Pensions Reserve to remove the
notional debits and credits for retirement benefits and replace them with debits for the
cash paid to the Pension Fund and any amounts payable to the fund but unpaid at
the year end.

Discretionary Benefits

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

VAT

Income and Expenditure excludes any amounts related to VAT, as all VAT collected
is payable to HM Revenue and Customs and all VAT paid is recoverable from it.

OVERHEADS AND SUPPORT SERVICES

The cost of support services are charged to those that benefit from the supply or
service in accordance with the costing principles of the CIPFA Best Value Accounting
Code of Practice 2008 (BVACOP). The total absorption costing principle is used —
the full cost of overheads and support services are shared between users in
proportion to the benefits received, with the exception of:

= Corporate and Democratic Core — costs relating to the council’s status as
a multi-functional, democratic organisation.

= Non Distributed Costs — the cost of discretionary benefits awarded to
employees retiring early and any depreciation and impairment losses
chargeable on non-operational properties.

These two categories are defined in BVACOP and accounted for as separate
headings in the Income and Expenditure Account, as part of Net Cost of Services.

INTANGIBLE FIXED ASSETS

Expenditure on assets that do not have physical substance but are identifiable and
controlled by the Council (e.g. software licences) is capitalised when it will bring
benefits to the Council for more than one financial year. The balance is amortised to
the relevant service revenue account over the economic life of the investment to
reflect the pattern of consumption of benefits.
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10 TANGIBLE FIXED ASSETS

Tangible fixed assets are assets that have physical substance and are held for use in
the provision of services or for administrative purposes on a continuing basis.

Recognition

Expenditure on the acquisition, creation or enhancement of tangible fixed assets is
capitalised on an accruals basis, provided that it yields benefits to the Council and
the services that it provides for more than one financial year. Expenditure that
secures but does not extend the previously assessed standard of performance of an
asset (e.g. repairs and maintenance) is charged to revenue as it is incurred.

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 using the following measurement bases:

= Investment properties and assets surplus to requirements — lower of net
current replacement cost or net realisable value

= Dwellings, other land and buildings, vehicles, plant and equipment — lower
of net current replacement cost or net realisable value in existing use.

= Infrastructure assets and community assets — depreciated historical costs,
with some community assets valued at £1

Net current replacement cost is assessed as:
= Non-specialised operational properties — existing use value
= Specialised operational properties — depreciated replacement cost
= |nvestment properties and surplus assets — market value

Assets included in the Balance Sheet at current value are revalued where there have
been material changes in the value, but as a minimum every five years. Increases in
valuations are matched by credits to the Revaluation Reserve to recognise
unrealised gains.

Impairments

The values of each category of assets and of material individual assets that are not
being depreciated are reviewed at the end of each financial year for evidence of
reductions in value. Where impairment is identified as part of this review or as a
result of a valuation exercise, this is accounted for by:

=  Where attributable to the clear consumption of economic benefits — the
loss is charged to the relevant service revenue account
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= Otherwise — written off against any revaluation gains attributable to the
relevant asset in the Revaluation Reserve, with any excess charged to the
relevant service revenue account.

Where an impairment loss is charged to the Income and Expenditure Account but
there were accumulated revaluation gains in the Revaluation Reserve for that asset,
an amount up to the value of the loss is transferred from the Revaluation Reserve to
the Capital Adjustment Account.

Disposals

When an asset is disposed of or decommissioned, the value of the asset in the
Balance Sheet is written off to the Income and Expenditure Account as part of the
gain or loss on disposal. Receipts from disposals are credited to the Income and
Expenditure Account as part of the gain or loss on disposal (i.e. netted off against the
carrying value of the asset at the time of disposal). Any revaluation gains in the
Revaluation Reserve are transferred to the Capital Adjustment Account.

Amounts categorised as Capital Receipts are credited to the Capital Receipts
Reserve. These can only be used for new capital investment or set aside to reduce
the Council’'s underlying need to borrow (the capital financing requirement). Receipts
are appropriated to the reserve from the Statement of Movement on the General
Fund Balance.

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