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The Council’s Statement of Accounts 2006/07 (subject to Audit) is attached at Appendix 1 for information. The Accounts have been formally scrutinised by the Audit Committee at their meeting on 22 June 2007. Following approved by Council on 28 June the statements will be subject to audit, which must be concluded by the statutory deadline of 30 September 2007.  
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The Executive is asked to note the 2006/07 Statement of Accounts, as scrutinised by the Audit Committee for recommendation to Council, noting that the Statements will then be subject to audit.
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STATEMENT OF ACCOUNTS 2006/07

1. BACKGROUND INFORMATION AND OPTIONS
1.1 The Accounts and Audit Regulations 2003 require that the City Council’s Statement of Accounts for 2006/07 be submitted to full Council for approval by 30 June 2007. 

1.2 The Statements reflect the summarised financial out-turn information which has recently been considered by the Executive and Corporate Resources Overview and Scrutiny Committee. However to a large extent the format of the Statement of Accounts is prescribed and is therefore presented in a different format from the internal out-turn reports.

1.3 The Statements presented are subject to the formal audit process, which will commence on 2 July, and must be completed by 30 September. The auditors will identify any material changes required to the Statements and they will also produce an ISA+260 Statement which details any unadjusted misstatements found during the course of the audit. Both of these need to be considered by ‘those charged with governance’, which currently in respect of the Statements is the full Council. 

1.4 
Internal Audit carries out annual audits of the authority’s business critical systems.  This provides the assurances that the information used to prepare the Statement of Accounts is accurate and relevant. 

2. LOCAL PERFORMANCE INDICATORS
2.1
The results of the local performance indicators for 2006/07 are shown below:


LP88 – General Fund Reserve as a % of net revenue expenditure


Target:
£3.8m based upon £1m plus 20% of net revenue expenditure


Result:
£3.8m


LP90 – Budget out-turn including slippage as a % of original gross budget


Target:
+/-1%


Result:
0.41%

3. CHANGES ARISING FROM THE 2006 STATEMENT OF RECOMMENDED PRACTICE 

3.1 
At the Audit Committee meetings of the 21 January 2007 and 18 April 2007 the Director of Corporate Services reported that changes would be required to the format of the 2006/07 Statement of Accounts.  Reference was made to the 2006 Statement of Recommended Practice (SORP) which considerably changed the way the Statement of Accounts would be presented.  A presentation explaining the key changes was provided at the 18 April Audit meeting.  The 2006/07 Statement of Accounts now presented incorporates the changes required in accordance with the SORP.  

3.1 The 2005 SORP required the Council to prepare a Consolidated Revenue Account which summarises the amount the Council spends on its services and how this spending was paid for.  This has been replaced by the 2006 SORP which requires:

· an Income and Expenditure Account, which provides information on the net cost of service provision; 

· a Statement of Movement on the General Fund, showing details of all transactions affecting the movement on the General Fund in the year;

· a Statement of Total Recognised Gains and Losses.

These, together with the Balance Sheet and Cash Flow Statement, are now presented as the core financial statements of the Council for 2006/07.  The core financial statements as defined above are now grouped together in one section and are followed by the explanatory notes to the financial statements, the Collection Fund (and associated notes) and other statements such as the Statement of Responsibilities for the Statement of Accounts and the Statement of Internal Control. 

4. KEY ISSUES 
4.1
As part of this meeting, a training session is being provided by IPF to members of the Audit Committee on the Role of the Audit Committee and the Final Accounts process. Key issues and the practical implications of scrutinising the Statement of Accounts will be provided.

4.2
The Statement of Internal Control forms part of the Annual Statement of Accounts as presented, although it is a requirement of the 2006 SORP that this be considered and approved separately by the Audit Committee. 

4.3
Significant issues

As referred to in paragraph 3, there have been significant changes to the format of the Statements, which is a requirement of the 2006 SORP (Statement of Recommended Practice). Other key issues to which Members attention is as follows:

4.3.1
Income & Expenditure Account (including Movement on General Fund Balance and Statement of Total Recognised Gains and Losses)
These statements summarise the resources that have been generated and consumed in providing services and managing the council during the last year. It includes all day to day expenses and related income on an accruals basis. The main items of note are as follows:

Net operating expenditure – an increase of £6m over the previous year. This can be explained as a result of an increase in the cost of concessionary fares scheme (£0.860m), a reduction in non-distributed costs income relating to Pension Fund assets and liabilities (£1.426m), costs associated with renovation grants (£1m) which are shown through the Income and Expenditure Account, an increase in depreciation charges of approximately £1m and a reduction in the amount of income received from the flood settlement (a non-recurring item).  

4.3.2
Balance Sheet
The balance sheet records all of the Council’s assets and liabilities as at 31 March 2007. The main items of note are as follows:

Long Term Assets – these are assets owned by the authority which are used either in direct service provision or held for investment purposes. The value as at 31 March 2007 is £132m (March 2006 £128m). Fixed assets are revalued at least every five years with the valuation work being undertaken in-house by the Head of Property Services or procured by external valuers. Other long-term investments and long term debtors relate to the Council’s 5% interest in Kingmoor Park Properties Ltd, and debt outstanding on mortgages provided to third parties for the purchase of Council and private dwellings.

Current Assets – the main items included within this heading are debtors i.e. money owed to the Council as at 31 March 2007 and short term investments. Investments have increased by £4.450m over the year and the Council currently has £25.2m invested in other local authorities and a variety of building societies.  The increase is mainly as a result of surplus resources being available for investment purposes which assists in the generation of investment interest on the revenue budget. Debtors have reduced by £2.521m to £9.510m in the past year. This can be explained by the Government reimbursing the Council for the NNDR Pool contribution of £1.6m and improved debt recovery procedures whereby the amount of debt owed by other local authorities has been reduced by approximately £0.800m.

Current liabilities – this is the amount of money owed by the Council to its suppliers and contractors which totalled £4m as at 31 March 2007 (£4.4m as at 31 March 2006). The main variance during the year can be explained by a reduction in creditor provision required to re-distribute the Collection Fund surplus to the County Council and Cumbria Police. This equated to £0.600m as at 31 March 2006 and following the introduction of the 2006 SORP this re-distribtion (or claw-back) now has to be shown as an asset or liability on the balance sheet as opposed to being included within reserves and balances.

Long term liabilities – this section is made up of several different items. Long term borrowing and the value of the pension liability makes up nearly 80% of the total. Long term borrowing (£15m) remains fairly static over the year as the Council has no need to undertake any prudential borrowing due to the level of capital receipts generated. The Pension Liability amounts to £15.866m as at March 2007 (£20,923 March 2006). The is the value placed on the Council liability by the Pension Fund Actuary and is offset in the balance sheet by a corresponding credit on the Pension Reserve.

Financed by – the total of all the items within this section is the value of the net worth of the Council. It shows the reserves and balances held as at 31 March 2007, the amount of unutilised capital receipts (which can be used to support future years capital programmes) and a small amount of deferred credits which will be paid to the Council over the next few years. 

5. CONSULTATION

5.1
Consultation to Date.


None

5.2
Consultation proposed.

Notice will be given in the local press for any interested person to inspect, and make copies of, the Statement of Accounts and other documents between 2 July and 29 July 2007. Interested persons will also be able to question the Auditor about the accounts and make objections to the same with effect from 30 July 2007 (s15 date) until the completion of the audit.

The Statement of Accounts (subject to audit) will be published on the Council’s website following approval by Council. 

It is intended that a summarised Statement of Accounts will again be produced to offer interested parties an easily understandable guide to the most significant matters reported in the accounts once the Statements have been audited.  A set of Summarised Accounts for 2005/06 will be circulated for your comments and any feedback will inform the production of the 2006/07 summary accounts. Only a handful of feedback forms were received from members of the public following the production of the 2005/06 Summarised Accounts.  These specifically related to requesting that the document be produced in an alternative language, comments on the use of £m and £000 and comments on the attractiveness of the document. These comments will also inform the production of the 2006/07 summary accounts.

6.
RECOMMENDATIONS

The Executive is asked to note the 2006/07 Statement of Accounts, as scrutinised by the Audit Committee for recommendation to Council, noting that the Statements will then be subject to audit.

ANGELA BROWN

Director of Corporate Services

Contact Officer:
Alison Taylor
Ext:
7280
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