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1 PURPOSE

1.1 To formally approve the statement of accounts for 2007/08 (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 The tight timescale was made extremely challenging this year by the changes required to our accounts as a result of the Housing Stock Transfer on 31 March 2008.  In addition there have, as usual, been a number of significant changes to the format of the Statements, leading to considerable 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 (PriceWaterhouseCoopers) are due to commence their final accounts audit 21 July 2008.  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 17 September 2008.  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 2007/08

SORP Changes

3.1 There have again been significant changes in the preparation and presentation for local authority accounts for 2007/08.  The main changes are explained below:

· Annual Governance Statement - replacement of the Statement of Internal Control with an Annual Governance Statement as required by the revised framework – Delivering Good Governance in Local Government.

· Financial Instruments - a financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability of another, eg borrowings, bank deposits, loans and investments.  The 2007 SORP adoption of FRS 25, 26 and 29 which deal with the recognition, measurement and disclosure and presentation of financial instruments is one of the most significant changes in local authority accounting in recent years.  This is a complex area which has warranted it’s own chapter within the SORP.  The accounts reflect the necessary changes and disclosures.  The Council’s activities expose it to a variety of financial risks, namely:

Credit risk

Liquidity risk.

Refinancing risk.

Market risk.

How these risks are managed have to be disclosed within the notes to the accounts

We have also needed to create two new accounts – An Available-For-Sale Financial Instruments Reserve and the Financial Instrument Adjustment Account.

.

· Capital Adjustment Account and Revaluation Reserve – the amalgamation of the Fixed Asset Restatement Account and the Capital Financing Account into a new account known as the Capital Adjustment Account, and the creation of the new Revaluation Reserve. The Revaluation Reserve, created with a zero opening balance, records unrealised revaluation gains arising since 1 April 2007.  The Capital Adjustment Account consolidates past revaluation gains up to 31 March 2007.  It reflects the balance between consumption of assets and their financing.

Transfer of the Council’s Housing Stock – Large Scale Voluntary Transfer (LSVT)

3.2 
On 31 March 2008, the Council transferred its housing stock to Ribble Valley Homes Ltd, which is a Registered Social Landlord (RSL) monitored and regulated by the Housing Corporation. This has obviously had a significant impact on our accounts.  

3.3 
Unfortunately no guidance exists either in the SORP or from CIPFA on the accounting treatment for a LSVT.  We have therefore had to rely on our interpretation of sound accounting principles and practices.  The following significant transactions have been incorporated into our Accounts.

· The Council transferred its housing assets at a value of nil, this has resulted in an Impairment Loss charged to the Income and Expenditure of £56m, ie to write out the value of the housing stock from the accounts.

· As part of the transfer process the government agreed to repay the council’s subsidy debt (known as overhanging debt) with the Public Works Loan Board (PWLB).  This equated to £6.2m.  We reflected this transaction in our accounts by the bringing in of a debtor to reflect the grant due from the DCLG and also created a provision to pay off the debt in 2008/09.  This was necessary due to the timing of these transactions.  The date of actual debt redemption was 3 April 2008.

·  As part of the transfer the Council will also share any proceeds from the sale of former council houses with Ribble Valley Homes.  This arrangement will last for 10 years, obviously the amount received will depend on the number of sales each year.  We have included this transaction as a Contingent Asset.

· In addition an agreement has been reached with the RSL to share the Value Added Tax in respect of improvements carried out on former council houses post stock transfer.  This arrangement is unique to Councils and Registered Social Landlords upon transfer. The share of reclaimable VAT is likely to be in the region of £4.8m over the next 15 years.  This again has been treated as a Contingent Asset.  To set up the VAT shelter the council was required to pay Ribble Valley Homes £6.4 in 2007/08.

· A number of warranties were given as part of the LSVT.  These are detailed in our accounts and have been treated as Contingent Liabilities.

4 STATEMENT OF ACCOUNTS FOR 2007/08

4.1 The full statement of accounts for 2007/08 is attached at Annex 1.  Obviously the accounts are very detailed and do contain a considerable amount of technical information.  It is important however that members consider the important aspects of the various statments and I have therefore set out below the highlights of the 2007/08 accounts.

5 KEY FINANCIAL INFORMATION FOR THE 2007/08 ACCOUNTS

5.1 Whilst the statement of accounts sets out the accounting statements according to the SORP and the Best Value Accounting Code of Practice, we have shown below a comparison of the actual expenditure with the budget in our management reporting format (ie 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 Performance:

	 
	 
	 
	 
	Original Estimate compared with 

Actual
	Revised Estimate compared with

 Actual

	 
	Original Estimate
	Revised Estimate
	Actual
	
	

	Committee
	£000
	£000
	£000
	£000
	£000

	 
	 
	 
	 
	 
	 

	Community
	3,509
	3,718
	3,797
	-288
	-79

	Policy & Finance
	2,442
	2,827
	2,612
	-170
	215

	Planning & Development
	1,073
	1,131
	988
	85
	143

	Housing General Fund
	215
	216
	180
	35
	36

	Committee Expenditure
	7,239
	7,892
	7,577
	-338
	315

	
	
	
	
	
	

	Contingency 
	33
	37
	0
	33
	37

	Interest Payable
	261
	273
	155
	106
	118

	Parish Precepts
	327
	327
	327
	0
	0

	Interest Received
	-320
	-412
	-286
	-34
	-126

	Net Operating Expenditure
	7,540
	8,117
	7,773
	-233
	344

	 
	 
	 
	 
	 
	 

	Precept from Collection Fund (including parish precepts)
	-3,184
	-3,184
	-3,184
	0
	0

	Surplus on Collection Fund
	-27
	-27
	-27
	0
	0

	General Government Grants
	-534
	-534
	-644
	110
	110

	Business Rates Redistribution
	-3,180
	-3,180
	-3,180
	0
	0

	 
	 
	 
	 
	 
	 

	Deficit for year
	615
	1,192
	738
	-123
	454

	 
	 
	 
	 
	 
	 

	Depreciation
	-518
	-471
	-471
	-47
	0

	Minimum Revenue Provision
	198
	195
	195
	3
	0

	Net Transfers to/from 

earmarked reserves
	-24
	-537
	-261
	237
	-276

	 
	 
	 
	 
	 
	 

	Deficit for year
	271
	379
	201
	70
	178


5.2 You will see we have made a deficit of £201,000 during the year compared with the Revised Estimate of £379,000 and the Original Estimate of £271,000.  When the Revised Estimates were considered in January we explained the main differences between the Original and Revised Estimates. 

 However extra items were brought into the budget as follows:

	Extra items added to our budget in the year


	
	£000

	   Extra LABGI government grant 
	(35)

	   Extra Job Evaluation Costs
	100

	   Contingency for extra Three Stream Waste Collection Costs
	43

	
	108


	
	

	Explanation of the Difference compared with the Revised Estimate

During the year there are many variances that occur when we carry out our budget monitoring.  The main variations affecting our final position were:


	
	£000

	Lower Income/Extra costs at Clitheroe Cemetery 
	9

	Extra Costs Cleaning Public Conveniences
	13

	Extra Costs Arts/ Labyrinth funded from revenue
	18

	Extra Costs Parks Grounds funded from revenue
	13

	Extra Costs Works Administration
	9

	Savings on Economic Development
	(20)

	Deferred Planning Expenditure/Vacancy in Building Control 
	(70)

	Savings on Car Parks
	(20)

	Lower Concessionary Travel Costs
	(20)

	
	(68)

	Extra Transfers from earmarked reserves
	(110)

	Reduction in the amount to take from balances
	(178)


	General Fund Balances


5.3 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.

5.4 We had originally planned to take £271,000 from general fund balances to help finance the 2007/08 spending plans.  At revised estimate time this increased to £379,000.   The final position resulted in £201,000 being taken from balances.  

5.5 This is virtually a break even position when compared with the original estimate with significant savings of £178,000 when compared with the revised estimate, which is as the Budget Working Group advised in the setting of the revised estimate.  Due regard was given to the future budget pressures facing the council in particular the residual costs of around £400,000 remaining following LSVT.  The BWG therefore asked spending officers to strive to make savings on the revised estimate.

5.6  We are pleased that we continue to set one of the lowest council taxes in the country and yet hold healthy levels of balances:

	
	£000

	Brought forward at 1 April 2007
	1,312

	Taken to fund deficit on 2007/08 income and expenditure account 
	-201

	Carried forward at 31 March 2008
	1,111


	Housing Revenue Account


5.7 The Council had originally budgeted to make a surplus of £109,000.  The actual surplus was £360,000 which resulted in housing revenue balances at 31 March 2008 of £1,013,000.  These balances will ultimately be transferred to the Council’s General Fund as a result of the Housing Stock Transfer (see below).  The main reasons for the improved position were savings on revenue contributions to capital, more government subsidy and additional income from rents and service charges.

	Collection Fund


5.8 The Collection Fund has made a deficit of £227,000.  Whilst part of this is offset by a surplus of £128,000 brought forward from 2006/07 the remainder (£99,000) will have to be recovered from precepting authorities in 2009/10.  This amount will be recovered pro-rata to the original precepts from each authority.  The Government last week published the council tax collection rates for 2007/08.  Out of over 350 authorities our collection rate of 99.2% was ranked 8th.  This is an outstanding result.

	Balance Sheet


5.9 The Balance Sheet shows our assets, liabilities and reserves. The net position shows our net worth ie total equity being (£5,078,933) at 31 March 2008 compared with £56,040,860 at 31 March 2007 ie our liabilities exceed our assets.  This reflects the removal of our housing stock assets from the accounts for a value of nil.  As stated earlier we have disclosed a number of contingent assets which will be realised in future years.  Also when the overhanging PWLB debt is written out of our accounts the position will improve by £6.2m. 

5.10 The main changes for the year are:

· Fixed assets have reduced by just over £54m to £12.4m mainly because of LSVT.

· The Council’s short term investments have dropped by £0.8m to £3.4m.

· Borrowing (both Long Term and Short Term) has increased by approximately £460,000 with new loans of £1m being taken in the year from the PWLB.

· Debtors have increased by £13m to reflect the DCLG Overhanging Debt Grant of £6.6m due and the VAT of £6.4m to be reclaimed from HM Revenues and Customs to set up the vat shelter.

· Bank Overdraft has increased by £6m, this mainly reflects the payment raised to Ribble Homes of £6.4m for VAT to set up the VAT shelter.

· The Pension Liability has increased by £4.5m to £10.7m following the latest actuarial assessment of future liabilities.

· General Fund Balances, as mentioned earlier, have reduced by approximately £0.2m, however earmarked reserves have also reduced by £0.9m reflecting mostly the use of revenue reserves to fund capital expenditure.

6 CONCLUSION

6.1 Whilst undoubtedly the transfer of our Housing Stock has had a major impact on our balance sheet, the council still retains earmarked reserves of £2m, general fund balances of £1.1m and a balance on the HRA of over £1m which will eventually be transferred to the general fund.

7 RECOMMENDED THAT THE ACCOUNTS AND AUDIT COMMITTEE

7.1 
Approve the Statement of Accounts for 2007/08 as attached at Annex 1

AA10-08/JP/AC
FINANCIAL SERVICES MANAGER

24 JUNE 2008

DECISION
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