ADDENDUM TO CORP 23/09

From:
Director of Corporate Service

To:
The Mayor and Members of Carlisle City Council – 29 June 2009

Statement of Accounts 2008/09 – CORP 23/09

Following the finalisation of the quality review process on the draft Statement of Accounts issued to Members of the Council, it has been necessary to amend certain elements of the 2008/09 accounts. These are detailed below and need to be considered and approved by Members along side appendix 2 of CORP 23/09. As advised by the Audit Commission, the amended pages from the Statement of Accounts are attached to this addendum, with the revised figures shaded for your information and approval.

· Further detail has been added to Paragraph 2.6 (Page10) to explain the change in Accounting policy on Revenue Expenditure funded from Capital Under Statute.

· Changes made to the Cash Flow Statement (Page 21):

· The title of the first line has been corrected to read Net cash (inflow)/outflow on Revenue Activities)

· Items relating to Revenue Expenditure funded from Capital Under Statute have been removed from the Capital Activities section and are now shown in the line Net Cash (inflow)/Outflow on Revenue Activities.

· This has also been done for the comparative 2007/08 figures as this is a change in accounting policy.

· The note on leases (5.17) on page 28 had a figure transposed that has now been corrected.

· Note 5.20 on Capital Expenditure (Page 31) has had a line added in for the Finance Lease written out which has reduced the closing capital financing requirement.

· Note 5.36 on Reconciliation of Income and Expenditure Deficit to the Revenue Activities Net Cash Flow (Page 49) has been amended to reflect the changes made to the main cash flow statement as highlighted above.

A fully revised set of Accounts will be circulated at the Council meeting on 29 June, incorporating all of the changes detailed above, to be signed by the Mayor prior to issuing to the Audit Commission for audit purposes.

ANGELA BROWN

Director of Corporate Services

Contact Officer: Steven Tickner




Ext:
7280

2.6 Revenue Expenditure Funded from Capital Under Statute

Some capital spending does not result in the creation of an asset and this spending is known as revenue expenditure funded from capital under statute.  This was previously known as Deferred Charges.  This includes items of expenditure such as Renovation Grants and Disabled Facilities Grants. It is Council policy to write off the value of revenue expenditure funded from capital under statute to services and reflect them in the Income and Expenditure account in the year they arise. The Statement of Movement on General Fund Balance is then adjusted to neutralise the effect of the write off on the amounts to be raised through council tax in the year.

This capital spending is now shown in Net Cash (Inflow)/Outflow from Revenue activities line within the Cash Flow statement, having previously being shown in the Capital Activities section.  This change in policy has meant that the comparative figures for 2007/08 have needed to be restated.  
2.7 Capital Receipts

Capital receipts are generated from the sale of Council assets and can be used to pay for capital spending or be set aside to repay debt. Receipts from the sale of assets with a value of less than £10,000 are included in the Income and Expenditure Account as part of the gain or loss on disposal of assets. They are not reversed out through the Statement of Movement on the General Fund Balance and remain as a credit to the General Fund.
2.8 Accruals of Income and Expenditure

Income and expenditure is accounted for in the year it relates to, not simply when cash is either received or paid. In particular:

· fees and charges and other receipts from customers are accounted for as income at the date the Council provides the relevant goods or services;

· works are charged as expenditure when they are completed, before which they are carried as works in progress on the balance sheet;

· interest paid or received is accrued and accounted for in the period to which it relates on the basis of the effective interest rate for the relevant financial instrument that reflects the overall effects of the borrowing or investment generating the interest;

· where income and expenditure has been recognised, but cash has not yet been received or paid, a debtor or creditor for the relevant amount is recorded in the balance sheet; and

· supplies and services are accrued and accounted for in the period they are received or used. An exception occurs in respect of payments for energy and other similar quarterly payments that are charged at the meter reading date rather than being apportioned between financial years. This process is consistently applied each year and therefore does not have a material effect on the accounts.

Where there is an uncertainty that all the income accrued and accounted for will be collected, a provision for bad debts is charged to the income and expenditure account, reflecting the value of the income that might not be collected.
4.5 Cash Flow Statement
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5.1 Pooled Budgets

During 2002/03, the Council agreed with Eden District Council to form the Carlisle and Eden Crime and Disorder Reduction Partnership. The partnership was instigated under the Council’s duties to reduce crime and disorder. The Council made a contribution in 2008/09 of £39,900 (2007/08: £38,500) to a pooled budget in this scheme, which is included in Cultural, Environmental and Planning Services in the Income and Expenditure Account.

5.2 Exceptional Items

There were no exceptional items in 2008/09.

5.3 Leases

The Council acts as lessor in respect of land and property owned by it and leased to tenants, and for sub-leases on contract hire cars supplied to its staff. The value of the income from rents associated with these agreements, and included within the Council’s Income and Expenditure account, is as follows:
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The capital value held within the balance sheet at 31 March 2009 in respect of land and property generating leasehold income is £79.106million. This figure represents the gross value of the Investment Properties and as these are non-operational fixed assets, they are not subject to a depreciation charge.

The Council also rents property itself for operational purposes. The value of the rentals paid in respect of its responsibilities as a lessee in 2008/09 is as follows:
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5.4 Capital Expenditure

Capital Expenditure in 2008/09 was financed as follows:
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Significant budget commitments for future capital expenditure contracted for as at        31 March 2009
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5.5 Leases

(a) Operating Leases

Total operating lease rentals paid in 2008/09 amounted to £684,087.  At 31 March 2009 the annual commitment under operating leases and contract hire agreements was as follows:

Cash Flow Statement

The cash flow statement for 2008/09 summarises the inflows and outflows of cash to and from the Council arising from transactions with third parties for both revenue and capital.
5.6 Reconciliation of Income and Expenditure Deficit to the Revenue Activities Net Cash Flow
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5.7 Reconciliation of Cash Flow to Net Debt
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Sheet1

		2007/08				2008/09

		£000				£000		£000

				REVENUE ACTIVITIES

				Cash Outflows

		20,206		Paid on or on behalf of employees		0

		18,480		Other Operating Costs		0

		19,336		Housing Benefits		0

		32,079		NNDR Payments to the National Pool		0

		42,535		Precepts paid		0

		132,636						0

				Cash Inflows

		(4,772)		Rents (after rebates)		0

		(42,948)		Council Tax		0

		(30,287)		Non-Domestic Rate Income		0

		(1,453)		Revenue Support Grant		0

		(19,541)		Housing Subsidy		0

		(9,078)		Other Government Grants (Note 5.40)		0

		(13,312)		Cash Received for Goods & Services & Other Cash Receipts		0

		(8,658)		NNDR Receipts from the National Pool		0

		(130,049)						0

		3,433		Net Cash (Inflow)/Outflow on Revenue Activities (Note 5.36)				(1,738)

				RETURNS ON INVESTMENT & SERVICING OF FINANCE

				Cash Outflows

		1,294		Interest Paid		1,298

				Cash Inflows

		(1,841)		Interest Received		(1,894)

		(547)		Returns on Investment & Servicing of Finance Net Cash Flow				(596)

				CAPITAL ACTIVITIES

				Cash Outflows

		5,736		Purchase of Fixed Assets		3,470

		27		Other Capital Payments		18

		3,000		Purchase of Long Term Deposits		1,000

				Cash Inflows

		(5,245)		Sale of Fixed Assets		(2,829)

		(6,000)		Repayment of long term deposits		(2,000)

		(269)		Capital Grants Received		(3,842)

		(429)		Other Capital Receipts		(318)

		(3,180)		Capital Activities Net Cash Flow				(4,501)

		(294)		Net Cash (Inflow)/Outflow before Financing				(6,835)

				MANAGEMENT OF LIQUID RESOURCES

		1,000		Net increase/(decrease) in short term deposits				4,800

				FINANCING

				Cash Outflows

		12		Loans Repaid		958

		23		Finance Lease repayments		16

				Cash Inflows

		(916)		New Loans Raised		(10)

		(881)		Financing Net Cash Flow				964

		(175)		Net (Increase)/Decrease in Cash				(1,071)
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				£000

		Opening Capital Financing Requirement		(19)

		Capital Expenditure

		Operational Assets		2,510

		Non-Operational Assets		1,018

		Revenue Expenditure funded from Capital Under Statute		2,035

				5,563

		Sources of Finance

		Capital Receipts		(299)

		Government Grants and Contributions		(2,895)

		Revenue Provision (Including MRP)		8

		Transferred Debt		(35)

		Contributions from other bodies		(383)

				(3,604)

		Finance Lease Written Out		(34)

		Closing Capital Financing Requirement		1,906

		Increase/(Decrease) in underlying need to borrow		1,925
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		2007/08 (restated)				2008/09

		£000				£000

		238		(Surplus) / Deficit for the year		9,927

				Non Cash Transactions

		(2,410)		Depreciation and Impairment charges		(10,415)

		218		Amortisation of government grants		563

		3,783		Gain/(Loss) on sale of fixed assets		(20)

		268		Movement on Capital Grants unapplied to fund revenue expenditure		50

		(672)		Pension (FRS17)		(1,784)

		(23)		Collection Fund (City Council share)		57

		1,164				(11,549)

				Items on accruals basis

		(30)		Increase/(decrease) in stocks		14

		2,488		Increase/(decrease) in debtors		(841)

		(998)		(Increase)/decrease in creditors		(616)

		1,460				(1,443)

				Items shown elsewhere in the Statement

		(1,294)		Interest payable		(1,298)

		1,865		Interest receivable		2,625

		571				1,327

		3,433		Net Cash Flow from Revenue Activities		(1,738)
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		2007/08		Type of Lease		2008/09

		£000				£000

		4,640		Land & Property Leases		5,478

		57		Car Leasing		53

		4,697		Total		5,531
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		2007/08		Leasehold Property		2008/09

		£000				£000

		101		Denton Holme Trade Centre		102

		17		Devonshire Walk Mobile Toilet		18

		20		Irthing Centre		20

		138		Total		140
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		2007/08				2008/09

		£000				£000

		175		Increase/(Decrease) in cash		1,071

		1,000		Cash outflow from reduction in liquid resources		4,800

		(881)		Cash outflow from (increase)/decrease in debt		964

		294		Movement in Net Debt		6,835

		0		Finance Lease Written Out		34

		1,265		Net debt at 1 April 2008		1,559

		1,559		Net debt at 31 March 2009		8,428
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				£000

		Improvement Grant Commitments		437

		Vehicle Replacements		1,750






