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AUC.37/08
STATEMENT OF ACCOUNTS 2007/08

The Chief Accountant presented report CORP.30/08 enclosing the amended Statement of Accounts 2007/08.  The Accounts had been prepared in accordance with the Revenue and Capital Provisional Outturn reports recently considered by the Executive and Corporate Resources Overview and Scrutiny Committee.  There were some minor changes to the figures included in those reports, details of which were provided.

The Statement of Accounts had been based on those final outturn figures.  However, due to the notional entries and technical accounting requirements necessary to comply with the SORP, Members would not be able to see outturn figures within the Income and Expenditure Account.   A reconciliation between the outturn figures and the net operating expenditure on the Income and Expenditure Account had therefore been prepared and was attached at Appendix 1 for information.

The Chief Accountant highlighted the main changes arising from the 2007 Statement of Recommended Practice, which would impact primarily on the layout of the balance sheet with corresponding entries required to the Income and Expenditure Account where necessary:

· Establishment of a Revaluation Reserve with a nil opening balance as at 1 April 2007.

· Fixed Asset Restatement Account and Capital Financing Account were to be joined together to form the Capital Adjustment Account.

· Establishment of a Financial Instruments Adjustment Account to record the differences in financing costs of any financial instruments entered into by the Authority.

The Chief Accountant further tabled a paper highlighting to Members that, following a quality review of the draft Statement of Accounts, it had been necessary to amend certain elements of the 2007/08 Accounts.  Those needed to be considered and approved by Members alongside Appendix 2 of CORP.30/08.

In addition to the changes listed other earlier amendments were also required which had already been reflected in the amended set of Accounts issued to all Members of the Council. 

Members were requested to consider the amended Statements for recommendation to full Council on 26 June 2008, noting that the Statements would then be subject to audit.

In discussion, Members raised the following issues and observations:

1. Were the main changes identified on the supplementary sheet tabled at the meeting reflected in the amended Statement of Accounts?

In response the Chief Accountant referred Members to the Current Assets and Current Liabilities (page 19); Cash Flow Statements (pages 21 and 22); Financial Instruments (section 5.24 on pages 32 – 36).

2. Concern at the impact which the collapse in land values may have on the capital valuations, and implications for Carlisle Renaissance and the Local Asset Vehicle.

The Chief Accountant replied that the Council operated a five year rolling programme for fixed assets.  The Head of Property Services would also undertake a desk‑top revaluation to look at any significant issues which arose outwith the normal valuation programme to determine the impact on the Balance Sheet.  She did not consider that issue would have any standing on this year’s or the 2007/08 Balance Sheet valuations.

3. A Member sought and received clarification that the slippage in numbering throughout the original Statement of Accounts had been rectified in the amended version circulated to all Members.

The Chief Accountant confirmed that the printing error had been rectified in the version issued to all Members.

4. What did the projected deficit in the Pension Fund mean for the authority?

In response, the Treasury and Insurance Manager outlined the background to the Pension Fund, commenting that the City Council was an employing authority within the Local Government Pension Scheme as administered by Cumbria County Council.

The Pension Fund was revalued every three years and the results of the actuarial valuation as at 31 March 2007 had been received. The funding level as at that date had risen to 81% as compared to 76% three years earlier.  The new contribution results arising from the valuation would apply for the three year period commencing 1 April 2008.

The Executive had on 18 February 2008 received a report and approved the preferred option to fund the Pension Fund deficit over a 20 year period at a fixed rate of 17.4% from 2008/09 to 2010/11.  These arrangements would be reviewed when the next actuarial valuation was received.  This would value the fund as at 31 March 2010 and contributions would be revised as from 1 April 2011.  Any valuation had to make certain assumptions regarding the projected growth in both the assets and liabilities pertaining to the fund.

5. What effect would the ‘credit crunch’ have on the authority?

The Treasury and Insurance Manager advised that this was an interesting period with markets constantly changing.  Since August 2007 the effect upon the City Council had been beneficial, with short‑term investments being higher than forecast.  The current average investment yield was 5.9% which was higher than had been originally forecast for 2008/09.

The major issue in terms of borrowing related to one substantial long‑term loan i.e. the stock issue taken out in 1995 but because this was a fixed rate instrument, the cost was not affected by the credit crunch.

The Head of Financial Services added that a further economic impact related to the reduction in income and spending power of many people.  Income levels would require to be reviewed as part of the Medium Term Financial Plan which was being revised at the moment. 

6. The Council had powers to borrow money for capital purposes under Section 1 of the Local Government Act 2003.  Was an exit strategy in place in relation to the current stock issue of £15 million?

The Treasury and Insurance Manager indicated that the Council’s advisors had been present for training the previous week and that afterwards they had held a meeting with Officers regarding various matters including the possibility of making an early redemption of the stock issue.  The situation was constantly changing but the matter was being kept under review.

7. What did depreciation and impairment charges mean, and did it affect leased cars?

The Chief Accountant explained that depreciation was provided for on all assets with a determinable finite life (except for investment properties) by allocating the value of the asset in the balance sheet (say 40 years) over the periods expected to benefit from their use.    Operating leases had no impact and did not show on the balance sheet.

8. A Member sought the Auditor’s view regarding one of the main changes which related to an adjustment of £446,000 on the balance sheet between operational debtors and receipts in advance to avoid overstating the amount of debt due to the Council as at 31 March 2008, with no overall impact on the total net worth of the Council.

In response, the Audit Manager said that his understanding was that the item had simply been an error and the Council had identified that when going through the listings.

One criticism of local authorities was that they did not go through their accounts.  It was therefore good that Officers had done so and corrected this, which would prevent him from having to identify it as an error in the Accounts.

The Head of Financial Services advised that this was part of the quality control process undertaken with the newly organised Accountancy Team.

The Chief Accountant added that the issues identified in the bullet points at the top of the supplementary sheet tabled at the meeting would be incorporated into the Statement of Accounts signed after Council had given their approval.

RESOLVED – That, subject to the issues identified by Members and set out above, the Audit Committee endorse the 2007/08 Statement of Accounts for recommendation to Council, noting that the Statements would then be subject to audit.







