Statement of accounts 2007/08
The following pages contain the accounts of Salford City Council for the financial year ended 31 March 2008
Front cover

Did you know that 2008 is the national year of reading?  Eccles library, at Church Street, Eccles, M30 0EP, is now also the site of one of the Council’s exciting Gateway developments, in partnership with Salford NHS Primary Care Trust.  This will mean that people can visit the centre to use the library, attend healthcare appointments and get advice on council services all from one point.
Tel: 0161 778 0800

http://www.salford.gov.uk/gateway.htm 
http://www.salford.gov.uk/libraries.htm 
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Summaries of this document can also be provided in large print, audio/electronic and Braille formats by the Equalities Team at Salford City Council, telephone number 0161 793 3536.

Contents


 Section
Page Number


Independent auditor’s report to the members of Salford City Council

1


Foreword by the City Treasurer

5


Statement of responsibilities for the statement of accounts

x


Statement of accounting policies

x


Core financial statements


· Income & expenditure account

x
· Statement of the movement on the general fund balance

x
· Statement of total recognised gains & losses (STRGL)

x
· Balance sheet

x
· Cash flow statement

x


Notes to the core financial statements

x


Housing revenue account (HRA)

x


Collection fund

x


Group accounts 


· Introduction

x
· Group income & expenditure account

x
· Reconciliation of the single entity deficit to the group deficit

x
· Group statement of total recognised gain & losses (STRGL)

x
· Group balance sheet

x
· Group cash flow statement

x
· Notes to the group accounts

x


Annual governance statement

x


General and financial statistics

x


Glossary

x
Independent auditor’s report to the members of Salford City Council
This section will be completed following the conclusion of the audit in September 2008. 
This section will be completed following the conclusion of the audit in September 2008. 

This section will be completed following the conclusion of the audit in September 2008. 

Foreword by the City Treasurer
1.  Introduction


[image: image1]
Welcome to the Council’s accounts for 2007/08, covering the period from 1 April 2007 to 31 March 2008.  Thank you for your interest in the Council’s affairs.  We hope you find the accounts interesting and informative.

These accounts are extremely detailed and technical, so hopefully this foreword will provide an easily understandable guide to the most significant matters reported.  However, if you would prefer to start with a shorter, simpler version of the accounts, rather than the full version contained in this book, you can obtain a copy of the Council’s Summary Statement of Accounts 2007//08 leaflet from your local Salford library or at http://www.salford.gov.uk/council/finance/accounts.htm 
2.  Description of the various statements of account

The next few paragraphs give a brief explanation of the financial statements that follow, explaining their purpose and the relationship between them.

Statement of responsibilities for the statement of accounts
This statement affirms the respective responsibilities of the Council and the City Treasurer for the production and content of the accounts.

Statement of accounting policies
This explains the basis for the recognition, measurement and disclosure of transactions reported in the accounts.  As more than one basis might be acceptable, the accounts can be properly appreciated only if the chosen policies are explained. In general, income, expenditure and balances are measured using UK generally-accepted accounting practice (UK GAAP), essentially the same accounting conventions that a large unlisted company would use in preparing its audited annual financial statements.
The core financial statements
· The income & expenditure account is fundamental to the understanding of the Council's activities, in that it reports the net cost for the year of all the functions for which the authority is responsible, and demonstrates how that cost has been financed from general government grants and income from local taxpayers.  It brings together expenditure and income relating to all of the local authority's functions, in three distinct sections, each divided by a sub-total.  These sub-totals are the Council’s net cost of services, net operating expenditure and net deficit for the year.  
· The statement of movement on the general fund balance reports amounts, in addition to the deficit on the income and expenditure account, that are required by statute and non-statutory proper practices to be charged or credited to the general fund, thus determining local taxation levels.

· The statement of total recognised gains and losses (STRGL) brings together gains and losses from the Council’s balance sheet together with the surplus or deficit on the income and expenditure account to show the total movement in the Council's net worth for the year.

· The balance sheet is fundamental to the understanding of the Council's financial position at the year-end.  It shows its balances and reserves and its long-term indebtedness, the fixed and net current assets employed in its operations, together with summarised information on the fixed assets held. 

· The cash flow statement ensures that the significant elements of receipts and payments of cash are highlighted in a way that allows an assessment of cash-flow performance and provides information that assists in assessing the Council’s liquidity, solvency and financial adaptability.
Notes to the core financial statements
These comprise mandatory disclosures in accordance with proper practice, and additional material items of interest, with the purpose of providing the reader with sufficient information to have a good understanding of the Council's activities.  

Housing revenue account (HRA)
This reflects the statutory requirement for authorities to maintain separate records for the income and expenditure on council housing.  The account shows the major elements of housing revenue expenditure: maintenance, administration and capital financing costs and how these are met by rents, subsidies and other income.

Collection fund 

This reflects the statutory requirement for a billing authority to maintain a separate fund showing its transactions relating to non-domestic rates and the council tax, and illustrates the way in which these have been distributed to preceptors and the General Fund.
Group accounts

For a variety of legal, regulatory and other reasons, the Council may choose or be required to conduct its activities through separate undertakings more or less under its ultimate control, such as public/private partnerships and similar arrangements.  The standard financial statements of the Council as a single entity only account for the Council’s interest in other organisations to the extent of its historical investment, and not current performance and balances.  For this reason they do not present a full picture of its economic activities or financial position.  The group financial statements therefore reflect the extended service delivery and economy under the control of the Council as parent reporting authority.  The group accounts contain core financial statements of a similar type to the Council’s single-entity accounts, consolidated with figures for the Council’s subsidiaries, associates and joint ventures.

The statement on internal control
This statement reflects the statutory requirement to conduct an annual review of the effectiveness of the system of internal control and include a statement with the statement of accounts.  Its origin is in national concern about corporate governance generally, raised by high profile cases such as Maxwell Communications and BCCI. 
General and financial statistics
This section contains some simple, general information about the Council that may be of interest to the reader.
Glossary of Financial Terms

This “jargon-buster” is intended to assist the reader in understanding the specialised accounting terms and possibly unfamiliar public sector concepts that are contained in this document.

3.  Financial summary 2007/08
The revenue support grant settlement, the most influential determinant of the Council's budget, allowed for a 4.3% increase in formula grant for 2007/08, a better outcome than recent years.  The Council set a budget of £198.2m (£189.2m in 2006/07).  This allowed an increase in expenditure of 4.8% on the comparable budget for the previous year and a resultant council tax increase of 3.2%.  Excluding the precepting authority increases, the level of increase in tax for Salford's services was just 3%.
The budget included efficiency savings totalling £6.4m across all services (£2.9m in 2006/07) to allow resources to be put into maintaining service priorities, and a planned drawdown of £0.5m from general fund reserves (£2.5m in 2006/07).
The Council's Budget Scrutiny Committee was updated on a monthly basis on spend against budget, savings monitoring, risk assessment and prudential indicator information.  This regular monitoring allowed the early identification of spending pressures and suitable corrective response.  The following table shows how the original budget was revised over the year and how we achieved the forecast made at budget-setting time through a combination of robust monitoring, implementation of savings plans, debt rescheduling savings, increased interest on investments and additional dividend income.

Actual expenditure on Council services compared to the original and revised estimate for 2007/08 is shown below.

	
	Revised estimate
	Actual
	Variation from the revised estimate

	
	£m
	£m
	£m


	Net cost of services
	203.0
	202.4
	(0.6)

	
	
	
	

	Net operating expenditure items
	37.1
	36.7
	(0.4)

	Net operating expenditure
	240.1
	239.1
	(1.0)

	
	
	
	

	Income from Government grants, local taxpayers and NDR 
	(198.2)
	(198.2)
	0.0

	PFI and LABGI scheme grants
	(1.9)
	(1.3)
	0.6

	Deficit for the year
	40.0
	39.6
	(0.4

	
	
	
	

	Other movements on the reconciling items for the General Fund Balance
	(37.1)
	(37.0)
	0.1

	
	
	
	

	Call on general reserves
	2.9
	2.6
	(0.3)

	
	
	 
	 

	LMS Schools
	1.1
	1.1
	0.0

	General Fund Balance   
	1.8
	1.5
	(0.3)

	General Fund Reserve
	2.9
	2.6
	(0.3)


The original estimate for 2007/08 was £198.2m and included a contribution from the General Fund reserve of £2.9m. Variations in the year have resulted in an actual contribution from the reserve of £1.5m as indicated in the table above. This gives a total favourable variation from the original estimate of £1.4m. Details of the major variations are shown below:- 

	 
	Services
	Reserves
	Budget

	
	£M
	£M
	£M

	
	
	
	 

	Original budget 2007/08
	201.1
	(2.9)
	198.2

	
	
	
	 

	Children's Services - increased cost of home to school transport for special needs children and continued increase demand for foster care services
	0.4
	
	 

	Children's Services - less than anticipated increase in the costs of residential care outside placements.
	(0.2)
	
	 

	Adult Social Care - Pressures on care services to clients with learning difficulties
	1.1
	
	 

	Adult Social Care - Funding of the above from efficiencies including review of care packages and use of earmerked reserves
	(1.1)
	
	 

	Waste disposal - levy reduction arising from the delay in implementation of the PFI contract
	(0.5)
	
	 

	Waste disposal - delay in the introduction of the co-mingled recycling service and reduction in refuse disposal costs resulting from a decrease in the amount of waste deposited.
	(0.4)
	
	 

	Capital Financing - increased investment income and restructuring of debt.
	(0.5)
	
	 

	Levies and charges additional costs of one off initiatives
	
	
	 

	Housing and Planning - increased accommodation costs, reduction in markets income, increased demands on the homelessness service and reduced occupancy levels for the Salford Innovation Park and Forum. 
	0.6
	
	 

	General - non filling of vacant posts
	(0.5)
	
	 

	
	(1.1)
	1.1
	0.0

	
	
	
	 

	Revised estimate 2007/08
	200.0
	(1.8)
	198.2

	
	
	
	 

	Net cost of services
	
	
	 

	Court cost income - 'windfall' income through catching up in 2007/08 on the backlog of court cases resulting from delays following the implementation of a new computer system in 2005/06.
	(0.4)
	
	 

	Housing and Planning reduction in the level of capitalised salaries and continuation of the reduction of building control planning fees partially offset by .
	0.5
	
	 

	Community Committees - continued underpend on budget allocations to be transferred to 2008/09
	(0.3)
	
	 

	Various financing adjustments including increased capitalisations, NNDR reductions in rateable value, reduction in the reported shortfall in LPSA reward grant, deminimis capital receipts. 
	(0.4)
	
	 

	
	(0.6)
	0.6
	0.0

	Net operating expenditure
	
	
	 

	Capital Financing - improved performance on budgeted levels of investment income and interest payments .  
	(0.4)
	0.4
	0.0

	
	
	
	 

	Income from government grants
	
	
	 

	Less than anticipated shortfall in Local Authority Business Growth Incentive Scheme Grant due to the Governments announcement of additional funding for the years 2005/06 and 2006/07
	(0.5)
	0.5 
	0.0 

	
	
	
	 

	Other movements on the reconciling items for the General Fund Balance
	
	 

	Contribution to the Investment Reserve
	1.0
	
	

	Minor variations
	0.1
	
	 

	
	1.1
	(1.1)
	0.0 

	
	
	
	 

	Outturn 2007/08
	199.6
	(1.4)
	198.2


The diagrams overleaf show, in broad terms, how the revenue expenditure was funded and what it was spent on. These include expenditure and income of the Housing Revenue Account. 

Summary of Gross Revenue Expenditure 2007/08
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4.  Material assets acquired and liabilities incurred
A list of the major capital projects is included under capital financing below.  The largest single new asset on the Council’s balance sheet is Regent Trading Estate which is valued at £3.5 million.  
5.  Pension liability
In accordance with proper practice, the Council has adopted Financial Reporting Standard FRS17 “Retirement Benefits”, which recognises the full estimated cost of pension liabilities.  This FRS has a substantial impact on the net cost of services and DSO surpluses although, as the adjustments are reversed out in the statement of movement on the general fund balance, not on the level of local taxation.  

More importantly, there is a significant impact on the balance sheet, which shows a pension liability of £97.9m (£147.8m 2006/07), being an estimate of the value of the Council’s commitments under the Local Government Pension Scheme, were all those commitments to be called now.

While the balance sheet pensions liability appears alarming, there is less cause for concern than might be expected.  Statutory arrangements for funding the deficit through increasing contributions over the remaining working life of employees, as assessed by an independent actuary, mean that the financial position of the Council remains healthy.

6.  Material and unusual charges

The accounts conform with proper practice and contain full and frank disclosures of all material sums.  There are no charges or credits that might be considered unusual that would require a specific explanation in this foreword.
7.  Changes in accounting policies

There have been the following changes to policies previously adopted.  Full details of the new policies are included in the accounting policies section of these accounts.
Financial assets and liabilities
Previously, financial assets and liabilities were measured at historic cost and actual cash flow interest was recorded through the income & expenditure account.  They are now initially measured at fair value and carried at their amortised cost; annual credits to the income & expenditure account for interest are based on the effective interest rate of the instrument.  Regulations require that adjustments for prior periods are applied to the opening balance in 2007/08.  There is thus no effect on the 2006/07 comparator figures in the core statements.
Asset revaluation
Previously, gains on asset revaluations were credited to the fixed asset restatement account.  The carrying value of assets was written off to the FARA on their disposal.  The 2007/08 policy brings local government accounts in line with UK generally-accepted accounting practice: gains are credited to the revaluation reserve, while disposals are written off to the income & expenditure account.  See the accounting policy on tangible fixed assets for full details.  

The balance sheet figures for 31 March 2007 have been adjusted from those included in the statement of accounts for 2006/07 to accommodate the implementation of the revaluation reserve.  The revaluation reserve replaces the fixed asset restatement account (FARA). The credit balance of £614m on the FARA at 31 March 2007 has been written off to the capital financing account (£132m credit balance) to form the new capital adjustment account with an opening balance of £746m. The revaluation reserve has then been included in the balance sheet with a zero opening balance. The closing position on the reserve at 31 March 2008 therefore only shows revaluation gains accumulated since 1 April 2007.
Charges to revenue for the use of assets (MRP)
Previously, minimum revenue provision (MRP) was based on a statutory calculation: it is now calculated in accordance with a policy set by the Council for the year in question.  The change is not retrospective, so there is no effect on the 2006/07 comparator figures in the core statements.

Trading accounts (DSOs)
Previously, direct service organisations (DSOs) have been accounted for within net operating expenditure: they are now included in the appropriate line within net cost of services.  Comparative figures for 2006/07 have been adjusted (compared to the original 2006/07 accounts) to delete a £171,000 trading account surplus within net operating expenditure and reduce the net cost of services by £171,000.  The bottom line deficit for the year on the income & expenditure account, and the balance sheet, are unaffected.
8.  Changes in statutory functions

There has been no change in statutory functions which might have had an impact on the accounts.  

9.  Borrowing

It is a statutory duty under Section 3 of the Local Government Act 2003 for the Council to determine its affordable borrowing limits.  In determining its limits the Council must have regard to the Prudential Code and ensure that total capital investment remains within affordable limits, in particular that the impact upon its future Council Tax/rent levels is acceptable.  The Prudential Code requires the Council to set a number of Prudential Indicators, for up to three years.  During 2007/08 all borrowing activities were contained within the limits set.

The level of long-term borrowing as at 31 March 2008 was £498.9m (31 March 2007 £468.6m).

The authority’s underlying need to borrow is measured by its capital financing requirement, or CFR, which increased by £15.572m in 2007/08.  The estimated increase for 2008/09 is £19.926m.  The CFR may differ from actual borrowing because, among other things, of timing differences.  The CFR is analysed in the tangible fixed asset note to the core accounting statements.
10. Capital financing

The preceding paragraphs in the main refer to the Council’s revenue budget, monies spent on day-to-day activities and running of Council services.  In addition, the Council manages a capital programme, spending monies on the creation and acquisition of assets that will give benefit to the area beyond the current year of account.   

Capital expenditure is financed from:

· “supported” borrowing, where government grants cover the debt charges;

· unsupported (or “prudential”) borrowing where the Council uses its own revenue resources to cover the debt charges;

· capital grants

· usable capital receipts arising from the sale of some of the Council’s other assets;

· such amounts as the Council decides to fund direct from the revenue budget.

In 2007/08 the City Council spent £107.9m on capital projects (£123.2m in 2006/07) and the categories and methods of financing are shown in the fixed asset note to the balance sheet.

Major projects carried out during the year were



£m

Private sector housing
Seedley/Langworthy 
8.3

Lower Broughton 
4.7

North Irwell 
4.4

Higher Broughton 
3.2

Duchy 
2.2

Public sector housing
Decent Homes
10.6
Education
DFC
2.2
Surestart
2.9
Modernisation
2.3
Alder Park Refurbishment
1.5
Primrose Hill
3.5
Others
Investment in the Highways
3.6
Manchester Bolton Bury Canal
1.1
Acquisition of Regent Trading Estate
3.8
Acquisition of Guardian Media Group
1.9

Improvement of Metrolink line to Salford Quays
3.0
Repayment of grant
1.3
Equal Pay
1.4
The Council's planned capital expenditure for 2008/09 is £115.2m of which £38.2m relates to major contractually committed schemes as at 31 March 2008, referred to in the notes to the core statements.

Full details of the capital programme are produced in a separate booklet (available from the Corporate Accountancy Team, Customer and Support Services Directorate, Civic Centre, Chorley Road, Swinton M27 5AW, telephone 0161 793 2685).

11. Exceptional items

There has been one exceptional matter that has arisen during the year and that has been the need to negotiate a settlement of equal pay claims.  The expected total cost of such claims is £9.989m, of which an estimated £0.829m will be met by schools and £9.160m by the Council.  A total of £5.509m has been paid out upto 31st March 2008, the remaining £4.480m to be funded from reserves (subject to an application for a further capitalisation in 2008/09).  The payment of the claims is fully reflected in the accounts, which includes a provision for items not yet settled. 

12. Outlook 
There is a major change planned in delivery of housing services from 2008/09.  In May 2005, Salford City Council announced the results of its Housing Stock Options Review, which involved 18 months of consultation with tenants across the city.  Based on the results of this consultation, the Council has developed an investment strategy that outlines its vision for the future of council housing in Salford.  This proposal includes the development of a local housing company, an ALMO with a focus on regeneration, a Private Finance Initiative (PFI) scheme and a central service provider.  

In July 2006 the Council submitted bids to the DCLG for inclusion on a transfer programme and the establishment of a regeneration ALMO.  The Council has launched its’ new ALMO Salix Homes in July 2007 with them taking over the management responsibilities for these properties from New Prospect Housing Ltd (NPHL).  Also in July 2007 the Council launched the brand of the Common Services Provider – Housing Connections Partnerships.  In August 2007 the Council received a positive mandate from it’s tenants within West Salford for transfer to a Local Housing Company and work is being undertaken to register this with the Housing Corporation and launch the Company in 2008.  The management responsibility for these properties remains with NPHL until the launch of the new Company.  

As part of the transfer work NPHL will have to be wound up during 2008.  Concurrently the Council is progressing the work on the PFI initiative and how this can be co-aligned with work on the Building Schools for the Future (BSF) programme. 
Overall, the Council continues to focus on its seven pledges in order to deliver the mission statement "to achieve the best possible quality of life for the people of Salford".  These pledges will continue to be achieved by improving our services, regeneration, communicating our ambitions and ensuring value for money.

Finally, looking ahead, the budget for 2008/09 has been set at £213.152m, which is a 7.5% increase on the 2007/08 comparable budget of £198.2m.  After allowing for changes to the Council Tax base (related to the number of properties in the bandings) and increases related to the fire and police services, this has resulted in a 3% overall increase in Council Tax for Salford's services, which was again one of the lowest increases in the country.

13. Further information
Accounts

Further information about the accounts of Salford City Council is available on our website at http://www.salford.gov.uk/council/finance/accounts.htm or from the Corporate Accountancy Team, Customer & Support Services Directorate, Civic Centre, Chorley Road, Swinton M27 5AW, telephone 0161 793 3245 or email council.finances@salford.gov.uk.  In addition, interested members of the public have a statutory right to inspect the accounts before the audit commences.  The availability of the accounts for inspection is advertised in the local press.

Best value performance plan (BVPP)

For a wider understanding of the Council’s operations and performance, the statement of accounts should be read in conjunction with the Council’s BVPP.  Recent years’ BVPPs can be found on our website at www.salford.gov.uk/bv-reports.  

Audit Commission 

As well as monitoring the management of the Council’s finance, the Audit Commission have a wider inspection role.  Their Comprehensive Performance Assessment (CPA) of the Council can be found in your library or on our website at www.salford.gov.uk/cpa.  Other inspection reports are available on the Commission’s website, www.audit-commission.gov.uk.
Statement of responsibilities for
the statement of accounts
1.  The Council’s responsibilities

The Council 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.  For the Council that officer is the City Treasurer;

· to manage its affairs to secure economic, efficient and effective use of resources and to safeguard its assets;

· to approve the statement of accounts.

Approval of the statement of accounts
In accordance with Regulation 10 section 3(b) of the Accounts and Audit Regulations 2003, I certify that the statement of accounts was approved by the Audit and Accounts Committee at its meeting of 30 June 2008 and submitted for audit.




Councillor Ian MacDonald



Chair of Audit and Accounts Committee




30 June 2008
Approval of the statement of accounts following audit

I certify that the statement of accounts that follows, incorporating changes arising from the audit during July to September 2008, was approved by the Audit and Accounts Committee at its meeting of      September 2008.




Councillor Ian MacDonald



Chair of Audit and Accounts Committee


September 2008
2.  The City Treasurer's responsibilities

The City Treasurer is responsible for the preparation of the Council’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 code of practice”).

In preparing this statement of accounts, the City Treasurer has:

· selected suitable accounting policies and then applied them consistently;

· made judgements and estimates that were reasonable and prudent;

· complied with the code of practice;

The City Treasurer has also:

· kept proper accounting records which were up to date;

· taken reasonable steps for the prevention and detection of fraud and other irregularities.

Certification

I certify that the statement of accounts that follows presents fairly the financial position of the Council as at 31 March 2008 and its income and expenditure for the year to 31 March 2008.




John Spink CPFA




City Treasurer



23 June  2008
Statement of accounting policies
1.
General principles


The accounts have been prepared in accordance with the Code of Practice on Local Authority Accounting in the United Kingdom issued by CIPFA/LASAAC, a Statement of Recommended Practice 2007 (the SORP), and also with other guidance notes issued by CIPFA.


The accounting convention adopted in these accounts is historical cost, modified by the revaluation of land, buildings and plant.


The revenue and capital accounts are maintained on an accruals basis. 


Consistent accounting policies are applied both within the year and between years. Where an accounting policy changes, the reason and effect is disclosed.


The accounts are prepared on a going concern basis.


The accounts reflect the reality or substance of the transactions and activities underlying them rather than their formal legal character.


The concept of materiality has been utilised in the process of preparing the accounts, such that insignificant items are excluded and fluctuations under an acceptable level of tolerance are permitted, provided that in aggregate they would not affect the interpretation of the accounts by an informed reader.


Where estimating techniques are required to enable the accounting practices adopted to be applied, then the techniques that have been used are appropriate and consistently applied.  Where the effect of a change to an estimation technique is material, a description of the change and, if practicable, the effect on the results for the current period is disclosed.      

2.
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 that 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.  The Council is not required to raise council tax to cover any additional charge, which is therefore reversed in the statement of movement on the general fund balance, by way of an adjusting transaction with the financial instruments adjustment account.

· Where income and expenditure has 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.

· Income and expenditure are credited and debited to the relevant service revenue account, unless they properly represent capital receipts or capital expenditure.  The exception to this treatment is that periodic payments, such as quarterly fuel bills or half yearly rents, are accounted for in the year in which they are paid.  This policy, applied consistently each year, does not have a material effect on the income and expenditure account.

3.
Provisions


Provisions are made when 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.  For instance, the Council may be involved in a court case that could eventually result in the making of a settlement or the payment of compensation.


Provisions are charged to the appropriate service revenue account in the year that the authority 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 in the balance sheet (usually within creditors).  When it becomes more likely than not that a transfer of economic benefits will not now be required (or a lower settlement than anticipated is made), the provision is reversed and credited back to the relevant service revenue account.


Where some or all of the payment required to settle a provision is expected to be met by another party (eg from an insurance claim), this is only recognised as income in the relevant service revenue account if it is virtually certain that reimbursement will be received if the obligation is settled.

4.
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 to the General Fund Balance statement so that there is no net charge against council tax for the expenditure.


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

5.
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 conditions of entitlement to the grant/contribution are satisfied, 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, for example Revenue Support Grant, are credited to the foot of the Income and Expenditure Account after Net Operating Expenditure.

6.
Retirement benefits


Employees of the Council are members of two separate pension schemes:

· The Teachers' Pension Scheme, administered by Capita Teachers' Pensions on behalf of the Department for Children, Families and Schools (DCFS).

· The Local Government Pensions Scheme (LGPS), administered by Tameside MBC as the Greater Manchester Pension Fund (GMPF)


Both schemes provided defined benefits to members (retirement lump sums and pensions), earned as employees working for the Council.


The arrangements for the teachers’ scheme mean that liabilities for these benefits cannot be directly attributed to the Council.  The scheme is therefore accounted for as if it were a defined contributions scheme: no liability for future payments of benefits is recognised in the balance sheet and the Education service revenue account is charged with the employer's contributions payable to Teachers' Pensions in the year.  There are no distinctive balances in the balance sheet.


The Local Government Pension Scheme

The LGPS is accounted for as a defined benefits scheme.


The liabilities of GMPF attributable to the 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 estimations of projected earnings for current employees.


Liabilities are discounted to their value at current prices, using a discount rate of 5.4% based on the indicative rate of return on the iboxx Sterling Corporates Index, AA over 14 years (an index of high quality corporate bonds)


The assets of GMPF attributable to the Council are included in the balance sheet at their fair value:

· quoted securities, at mid-market value;

· unquoted securities, at professional estimate;

· unitised securities, at the average of the bid and offer rates;

· property, at market value


The change in the net pensions liability is analysed into seven components:

· current service cost; the increase in liabilities as 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 net operating expenditure in the income and expenditure account;

· expected return on assets, the annual investment return on the fund assets attributable to the 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, the result of actions to relieve the Council of liabilities or events that reduce the expected future service or accrual of benefits of employees, debited 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 update their assumptions, debited to the statement of total recognised gains and losses;
· contributions paid to the GMPF, cash paid as employer's contributions to the pension fund


The pension regulations since 1 April 2006 allow retiring members to exchange part of their pension for additional tax-free cash.  The effect of this on the fund is to reduce the overall pension liability.  It has been assumed that 50% of the members eligible to do so make this election and take additional tax-free cash up to HMRC limits (assumption last year 25%).  This assumption is based on investigations across the country.


Statutory provisions limit the Council in raising council tax to cover only the amounts payable to the pension fund in the year.  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.  This includes the discretionary added years element of the Teachers' Pension Scheme, which element is therefore accounted for using the same policies as are applied to the Local Government Pension Scheme.

7.
VAT

Value Added Tax is included in the accounts only to the extent that it is irrecoverable and therefore charged to service expenditure or capital expenditure as appropriate.

8.
Overheads and support services


The costs of overheads and support services are charged to those services that benefit from the supply or service, in accordance with the costing principles of the CIPFA Best Value Accounting Code of Practice 2006.  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 depreciation charged on assets not used in the delivery of a service.


These two cost categories are accounted for as separate headings in the income and expenditure account, as part of net cost of services.
9.
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.

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 accrual 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 standards of performance of 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, at lower of net current replacement cost or net realisable value;

· dwellings, other land and buildings, vehicle, plant and equipment, at lower of net current replacement costs or net realisable value in existing use: vehicles are not normally subject to revaluation and are valued at net historical cost as a proxy;

· infrastructure assets, at depreciated historical costs;

· community assets are assets which are not used for service provision and, in many cases, may not be sold or otherwise disposed of.  Additionally there may be restrictive covenants regarding their use.  Examples include parks and museum exhibits.  They have been included in the balance sheet at a nominal value of £1 each.


Net current replacement cost is assessed as:

· for non-specialised operational properties, existing use value

· for specialised operational properties, depreciated replacement cost

· for investment 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 and as a minimum every five years, except council houses which are revalued every year.  Increases in valuations are matched by credits to the revaluation reserve to recognise unrealised gains.  Exceptionally, gains might be credited to the income and expenditure account where they arise from the reversal of an impairment loss previously charged to a service revenue account.

The revaluation reserve contains revaluation gains recognised since 1 April 2007 only, the date of its formal implementation. Gains arising before that date have been consolidated into the capital adjustment account.


Impairment 


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.  When impairment is identified as part of this review, or as a result of a valuation exercise, this is accounted for as follows:
· where attributable to the clear consumption of economic benefits, the loss is charged to the relevant service revenue account;

· otherwise, it is 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 carrying 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 (ie 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.  The Council revalues its assets on disposal, so any gain or loss will be the exception, arising for example when an asset is sold at lower than its valuation for regeneration purposes.

Amounts in excess of £10,000 are categorised as capital receipts.  A proportion of receipts relating to housing disposals (75% dwellings, 50% for land and other assets, net of statutory deductions and allowances) is payable to the government.  The balance of receipts is credited to the usable capital receipts reserve, and can then 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 financing account from the statement of movement on the general fund balance.


Depreciation

Depreciation is 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 over the periods expected to benefit from their use.


Depreciation is calculated on the following bases:

· dwellings and other buildings: straight-line allocation over the life of the property as estimated by the valuer, typically:


Council dwellings
30 years (per MRA)


car parks
45 years


school buildings
40 years


other buildings
10-30 years

· vehicles, plant and equipment: straight-line allocation over 5 years

· infrastructure: straight-line allocation over 10 years

· newly acquired assets are depreciated from the date of acquisition

· no depreciation is charged on assets under construction


For Council dwellings, the major repairs allowance (MRA), which was introduced under the Local Authorities (Capital Finance and Accounts) (England) Regulations 2000, has been used as the amount of depreciation charged.  The MRA reflects the estimated average annual cost of maintaining the condition of the housing stock over a 30 year period, based on the mix of dwelling types.


Where an asset has major components with different estimated useful lives, these are depreciated separately.

Revaluation gains are also depreciated, with an amount equal to the difference between current value depreciation charged on assets and the depreciation that would have been chargeable based on their historical cost being transferred each year from the revaluation reserve to the capital adjustment account.


Grants and contributions


Where grants and contributions are received that are attributable to fixed assets with a finite useful life, the amounts are credited to the government grants deferred account.  The balance is written down to revenue to match and offset depreciation charges made for the related assets in the relevant service revenue account, in line with the depreciation policy applied to them.

11.
Charges to revenue for fixed assets

Service revenue accounts, support services and trading accounts are debited with the following amounts to record the real cost of holding fixed assets during the year:

· depreciation attributable to the assets used by the relevant service, net of any related grants released from the government grants deferred account to match the rate of depreciation;

· impairment losses attributable to the clear consumption of economic benefits on tangible fixed assets used by the service and other losses where there are no accumulated gains in the revaluation reserve against which they can be written off;
· amortisation of intangible fixed assets attributable to the service


Minimum revenue provision (MRP)

The Council is not required to raise council tax to cover depreciation, impairment losses or amortisations.  However, it is required to make an annual provision (MRP) to contribute towards the reduction in its overall borrowing requirement.  Depreciation, impairment losses and amortisations are therefore replaced by MRP in the statement of movement on the general fund balance, by way of an adjusting transaction with the financial instruments adjustment account for the difference between the two.
The Council has decided to calculate MRP as follows:
· for capital expenditure incurred before 1 April 2006 and subsequent supported capital expenditure, the MRP will be based on 4% of the underlying amount measured by the adjusted capital financial requirement, excluding amounts attributable to HRA activity;

· for capital expenditure incurred after 1 April 2006 financed by unsupported borrowing, the MRP will be based on the estimated lives of the assets.


Prudential borrowing

The Council uses its powers under the Prudential Code for Capital Finance to borrow money above the amount recognised in government general grant calculations or funded by capital receipts.  Where it does so, an additional voluntary revenue provision for capital financing is charged to the statement of movement on the general fund balance with a view to topping up MRP so that the assets purchased are paid for within their estimated useful life.


Direct revenue financing

Where the Council voluntarily charges capital expenditure in-year to revenue, the amount is debited to the statement of movement on the general fund balance.
12.
Deferred Charges

Deferred charges represent expenditure that may be capitalised under statutory provisions but does not result in the creation of tangible assets.  Deferred charges incurred during the year are written off as expenditure to the relevant service revenue account in the year.  Where the Council has decided to meet the cost of the deferred charges from existing capital resources or by borrowing, a transfer to the capital adjustment account reverses out the amounts charged in the statement of movement on the general fund balance so there is no impact on the level of council tax.

13.
Leases

Finance Leases

Leases are finance leases when substantially all the risks and rewards relating to the leased property transfer to the Council.  Rentals payable are apportioned between:

· a charge for the acquisition of the interest in the property (recognised as a liability in the balance sheet at the start of the lease, matched with a tangible fixed asset)  the liability is written down as the rent becomes payable;

· a finance charge (debited to net operating expenditure in the income and expenditure account as the rent becomes payable).


Fixed assets recognised under finance leases are accounted for using the policies applied generally to tangible fixed assets, subject to depreciation being charged over the lease term if this is shorter than the asset's estimated useful life.


Operating Leases

Leases that do not meet the definition of finance leases are accounted for as operating leases.  Rentals payable are charged to the relevant service revenue account on a straight-line basis over the term of the lease, generally meaning that rentals are charged when they become payable.

14.
Financial liabilities
Financial liabilities are initially measured at fair value and carried at their amortised cost.  Annual charges to the income and expenditure account for interest payable are based on the carrying amount of the liability, multiplied by the effective rate of interest for the instrument.  For simple borrowings such as the Council’s Public Works Loans Board debt, this means that the amount presented in the balance sheet is the outstanding principal repayable and interest charged to the income and expenditure account is the amount payable for the year in the loan agreement.

However, the Council has a significant portfolio of market LOBO loans with interest rates at rates “stepped” over time.  These are carried at a lower amortised cost than the outstanding principal and interest is charged at a marginally higher effective interest rate than the actual rate payable.

Gains and losses on the repurchase or early settlement of borrowing are credited and debited to net operating expenditure in the income and expenditure account in the year of repurchase/settlement.  However, where repurchase has taken place as part of a restructuring of the loan portfolio that involves the modification or exchange of existing instruments, the premium or discount is respectively deducted from or added to the amortised cost of the new or modified loan and the write-down to the income and expenditure account is spread over the life of the loan by an adjustment to the effective interest rate. 
Where premiums and discounts have been charged to the income and expenditure account, regulations allow the impact on the general fund balance to be spread over future years.  The council has a policy of spreading the gain/loss over the term that was remaining on the loan against which the premium was payable or discount receivable when it was repaid.  The reconciliation of amounts charged to the income and expenditure account to the net charge required against the general fund balance is managed by a transfer to or from the financial instruments adjustment account in the statement of movement on the general fund balance.

15.
Financial assets
Financial assets are classified into two types:
· loans and receivables are assets that have fixed or determinable payments but are not quoted in an active market;
· available-for-sale assets are assets that have a quoted market price and/or do not have fixed or determinable payments.
Loans and Receivables

Loans and receivables are initially measured at fair value and carried at their amortised cost.  Annual credits to the income and expenditure account for interest receivable are based on the carrying amount of the asset multiplied by the effective rate of interest for the instrument.  For most of the loans that the council has made, this means that the amount presented in the balance sheet is the outstanding principal receivable and interest credited to the income and expenditure account is the amount receivable for the year in the loan agreement.

However, the council has made some loans to individuals and organisations at less than market rates (soft loans) for service and regeneration reasons.  When soft loans are made, a loss is recorded in the income and expenditure account for the present value of the interest that will be foregone over the life of the instrument, resulting in a lower amortised cost than the outstanding principal.  Interest is credited at a marginally higher effective rate of interest than the rate receivable from the voluntary organisations, with the difference serving to increase the amortised cost of the loan in the balance sheet.  Statutory provisions require that the impact of soft loans on the general fund balance is the interest receivable for the financial year; the reconciliation of amounts debited and credited to the Income and Expenditure Account to the net gain required against the General Fund Balance is managed by a transfer to or from the financial instruments adjustment account in the statement of movement on the general fund balance.  

Where assets are identified as impaired because of a likelihood arising from a past event that payments due under the contract will not be made, the asset is written down and a charge made to the Income and Expenditure Account.

Any gains and losses that arise on the derecognition of the asset are credited/debited to the income and expenditure account.

Available-for-sale assets

Available-for-sale assets are initially measured and carried at fair value. Where the asset has fixed or determinable payments, annual credits to the income and expenditure account for interest receivable are based on the amortised cost of the asset multiplied by the effective rate of interest for the instrument. Where there are no fixed or determinable payments, income (eg, dividends) is credited to the income and expenditure account when it becomes receivable by the Council.  

Assets are maintained in the balance sheet at fair value. Values are based on the following principles:
· instruments with quoted market prices – the market price;
· other instruments with fixed and determinable payments – discounted cash flow analysis;
· equity shares with no quoted market prices – independent appraisal of company valuations.

Changes in fair value are balanced by an entry in the available-for-sale reserve and the gain/loss is recognised in the statement of total recognised gains and losses (STRGL).  The exception is where impairment losses have been incurred – these are debited to the income and expenditure account, along with any net gain/loss for the asset accumulated in the reserve.  Where assets are identified as impaired because of a likelihood arising from a past event that payments due under the contract will not be made, the asset is written down and a charge made to the income and expenditure account.

Any gains and losses that arise on the derecognition of the asset are credited/debited to the income and expenditure account, along with any accumulated gains/losses previously recognised in the STRGL.

Where fair value cannot be measured reliably, the instrument is carried at cost (less any impairment losses).

Instruments Entered Into Before 1 April 2006

The council entered into a number of financial guarantees that are not required to be accounted for as financial instruments.  These guarantees are reflected in the statement of accounts to the extent that provisions are required or a contingent liability note is disclosed.
16.
Stocks and work in progress

Stocks are included in the balance sheet at the lower of cost and net realisable value.  Work in progress is subject to an interim valuation at the year end and recorded in the balance sheet at cost plus any profit reasonably attributable to the works.

17.
Interests in companies and other entities

The Council has material interests in companies and other entities that have the nature of subsidiaries, associates and joint ventures and is therefore required to prepare group accounts.  In the single-entity accounts, the interests in companies and other entities are recorded as investments, i.e. at cost, less any provision for losses.

18.
Private Finance Initiative (PFI)

PFI contracts are agreements to receive services, where the responsibility for making available the fixed assets needed to provide the services passes to the PFI contractor.  Payments made by the Council under a contract are generally charged to revenue to reflect the value of services received in each financial year.


Prepayments 


A prepayment for services receivable under the contract arises when assets are transferred to the control of the PFI contractor, usually at the start of the scheme.  The difference between the value of the asset at the date of transfer and any residual value that might accrue to the authority at the end of the contract is treated as a contribution made to the contractor and is accounted for as a prepayment.  The prepayment is written down (charged) to the respective revenue account over the life of the contract to show the full value of services received in each year.  However, as the charge is a notional one, it is reversed out in the statement of movement on the general fund balance to remove any impact on council tax or rents.


Dowry payments, made at the start of the contract, which result in lower unitary payments over the life of the contract are accounted for by setting up the contribution (dowry) as a prepayment for services receivable and writing the balance down to revenue over the life of the contract as services are received to reflect their real cost.


Reversionary Interests

The Council has passed control of certain land and buildings over to the PFI contractor, but this property will return to the Council at the end of the scheme (reversionary interests).  An assessment has been made of the net present value that these assets will have at the end of the scheme (unenhanced) and a reversionary interest asset has been created in the Council's balance sheet.


As the asset is stated initially at net present value, over the life of the scheme the discount will need to be unwound by earmarking (decreasing) part of the unitary payment to ensure the reversionary interest is recorded at current prices when the interests revert to the Council.


Residual Interests

Where assets created or enhanced under the PFI scheme are to pass to the Council at the end of the scheme at a cost less than fair value (including nil), an amount equal to the difference between the fair value and the payment to be made at the end of the contract is built up as a long-term debtor over the contract life by reducing the amount of the unitary payment charged to revenue.


PFI credits

Government Grants received for PFI schemes, in excess of current levels of expenditure, are carried forward as an earmarked reserve to fund future contract expenditure.

19.
Trading Accounts

Historically, the Council has produced separate trading accounts for its Direct Service Operations (DSOs) and reported their overall trading surplus or deficit in its income & expenditure account below the net cost of services.  The intention of this policy has been to reflect the full nature of the Council's activity by disclosing separately that part which was exposed to competition.  However, as the competition rules have not applied since 2000/01, and the Council's DSOs are not exposed to commercial risk in the same way as before 2000, the value of this separate disclosure has become increasingly questionable.  The policy adopted for 2007/08 is not to report DSO accounts separately.  DSO income and expenditure is now reported within the appropriate service line in the Council’s net cost of service.  
20.
Group Accounts


The group accounts include the Council's share of the operating results, assets and liabilities of each group entity's accounts, rather than just the historical cost of the investment.  Subsidiaries are accounted for on an acquisition basis and incorporated line-by-line, writing out inter-group transactions.  Associates and joint ventures are incorporated by accounting for the Council's share of their operating results in the group income and expenditure account and of their assets in the group balance sheet.

Furthermore, it is necessary that group accounts are internally consistent, i.e. that each group entity's accounts are adjusted so that all are presented adopting the same policies.  The policies adopted are those that apply to the Council, as set out in this section.


In these accounts, interim financial statements have been used for any entities with a financial year that differs from the Council's of 1 April to 31 March.  These interim statements have been produced using the entities' annual financial statements and relevant management accounting information.

Income and expenditure account
for the year ended 31 March 2008
	2006/07

Net expenditure

£000s
	
	2007/08
Gross expenditure

£000s
	2007/08
Gross income

£000s
	2007/08
Net expenditure

£000s
	Notes

	
	
	
	
	
	

	3,642
	Central services to the public
	30,203
	26,441
	3,762
	1

	48,179
	Cultural, environmental & planning services
	118,657
	58,794
	59,863
	

	46,763
	Children’s and educational services
	244,760
	196,250
	48,510
	2 

	31,085
	Highways, roads and transport services
	38,714
	10,517
	28,197
	

	(8,494)
	Housing services
	191,048
	200,543
	(9,495)
	3

	55,444
	Adult social care
	107,991
	52,415
	55,576
	4

	5,870
	Corporate & democratic core
	6,295
	643
	5,652
	5

	958
	Non-distributed costs
	7,197
	0
	7,197
	6

	6,405
	Exceptional costs of equal pay settlements
	3,202
	0
	3,202
	7


	189,852
	Net Cost of Services
	748,067
	545,603
	202,464
	

	
	
	
	
	
	

	(491)
	(Gain) or Loss on the disposal of fixed assets
	
	
	(175)
	

	(1,752)
	Trading Account (Surpluses) and Deficits
	
	
	(1,262)
	8

	33,175
	Interest payable and similar charges
	
	
	35,886
	

	0
	Amortisation of premiums and discounts charged to HRA
	
	
	0
	

	16,923
	Contribution of housing capital receipts to Government Pool
	
	
	8,178
	9

	396
	Investment (Gains) / Losses
	
	
	0
	

	(3,054)
	Interest & Investment Income
	
	
	(4,207)
	10

	(100)
	Pensions interest cost and expected return on pensions assets
	
	
	(1,700)
	

	234,949
	Net operating expenditure
	
	
	239,184
	

	
	
	
	
	
	

	(77,343)
	Demand on the Collection Fund
	
	
	(82,577)
	

	
	General government grants
	
	
	
	11

	(18,097)
	-Revenue Support Grant
	
	
	(16,620)
	

	(93,750)
	-Non-domestic rates redistribution
	
	
	(99,032)
	

	(1,207)
	-LABGI scheme grant
	
	
	(1,268)
	

	
	
	
	
	
	

	44,552
	(Surplus)/deficit for the year
	
	
	39,687
	

	
	
	
	
	
	


John Spink CPFA

City Treasurer
23 June 2008

Statement of movement on the general fund balance
The income and expenditure account shows the Council's actual financial performance for the year, measured in terms of the resources consumed and generated over the last twelve months.  However, the level of council tax must be determined on a different accounting basis, with adjustments made for items required by statute, or otherwise, to be included or excluded when determining council tax levels.  The main differences are:

· capital investment is accounted for as it is financed, rather than as the fixed assets are consumed;

· the payment of a share of housing capital receipts to the government, although a loss in the income and expenditure account, is met from the usable capital receipts balance so does not affect council tax;

· retirement benefits are charged as amounts become payable to pension funds and pensioners, rather than as future benefits are earned.

The general fund balance compares the Council's spending against the council tax that it raised for the year, taking into account the use of reserves built up in the past and contributions to reserves earmarked for future expenditure.

This reconciliation statement summarises the differences between the outturn on the income and expenditure account and the general fund balance.

	2006/07
£000s
	
	2007/08
Net expenditure

£000s
	Note

	
	
	
	

	44,552
	Surplus or deficit for the year on the Income and Expenditure Account
	39,687
	

	
	
	
	

	(46,214)
	Net additional amount required by statute and non-statutory proper practices to be debited or credited to the General Fund Balance for the year 
	(37,044)
	

	(1,662)
	Increase in General Fund Balance for the year
	2,643
	

	
	
	
	

	(11,785)
	General Fund Balance brought forward
	(13,447)
	

	
	
	
	

	(13,447)
	General Fund Balance carried forward
	(10,804)
	

	
	
	
	

	(913)
	Amount of General Fund Balance held by schools under local management schemes
	231
	

	
	
	
	

	(12,534)
	Amount of General Fund Balance generally available for new expenditure
	(11,035)
	

	(13,447)
	
	(10,804)
	

	
	
	
	


Note of reconciling items for the statement of movement on the general fund balance
	2006/07

£000s
	
	2007/08
£000s
	2007/08

Net expenditure

£000s
	Note

	
	
	
	
	

	
	Amounts included in the Income and Expenditure Account but required by statute to be excluded when determining the Movement on the General Fund Balance for the year
	
	
	

	
	
	
	
	

	(116)
	Amortisation of intangible fixed assets
	(278)
	
	21

	
	
	
	
	

	(18,531)
	Depreciation and impairment of fixed assets
	(34,332)
	
	22

	
	
	
	
	

	(1,254)
	Excess of depreciation charged to HRA services over the Major Repairs Allowance element of Housing Subsidy
	(500)
	
	

	
	
	
	
	

	5,453
	Government Grants Deferred amortisation
	6,509
	
	

	
	
	
	
	

	0
	Government Grants on non depreciating assets
	0
	
	

	
	
	
	
	

	(78)
	Contribution (from) / to capital reserves 
	(37)
	
	

	
	
	
	
	

	(11,583)
	Write downs of deferred charges to be financed from capital resources
	(7,334)
	
	

	
	
	
	
	

	491
	Net loss on sale of fixed assets
	175
	
	

	
	
	
	
	

	0
	Differences between amounts in the income & expenditure account and amounts to be recognised under statutory provisions relating to soft loans, interest, and premiums and discounts on the early repayment of debt 
	(2,616)
	
	

	
	
	
	
	

	(335)
	Investment Gains or (losses)
	0
	
	

	
	
	
	
	

	(2,398)
	Reversal of Equal pay provision
	(1,810)
	
	6

	
	
	
	
	

	(24,400)
	Net charges made for retirement benefits in accordance with FRS17
	(20,300)
	
	10

	(52,751)
	
	     
	(60,523)
	

	
	
	
	
	

	
	Amounts not included in the Income and Expenditure Account but required by statute to be included when determining the Movement on the General Fund Balance for the year
	
	
	

	
	
	
	
	

	5,970
	Minimum revenue provision for capital financing
	6,851
	
	39

	
	
	
	
	

	97
	Capital expenditure charged in year to the General Fund Balance
	126
	
	

	
	
	
	
	

	(16,923)
	Transfer from Usable Capital Receipts to meet payments to the Housing Capital Receipts Pool
	(8,178)
	
	41

	
	
	
	
	

	17,800
	Employers contributions payable to the Pension Fund and retirement benefits payable direct to pensioners
	19,800
	
	10

	6,944
	
	  
	18,599
	

	
	
	
	
	

	
	Transfers to or from the General Fund Balance that are required to be taken into account when determining the Movement on the General Fund Balance for the year.
	
	
	

	
	
	
	
	

	(522)
	Housing Revenue Account balance
	(1,542)
	
	

	
	
	
	
	

	1,438
	Voluntary revenue provision for capital financing
	1,748
	
	39

	
	
	
	
	

	(1,323)
	Net transfer to or from earmarked reserves
	4,674
	
	43

	(407)
	
	
	4,880
	

	
	
	
	
	

	(46,214)
	Net additional amount required to be credited to the General Fund balance for the year
	
	(37,044)
	


Statement of total recognised gains & losses (STRGL)
	2006/07
£000s
	
	2007/08
£000s
	Notes

	44,552 
	(Surplus)/deficit for the year on the income and expenditure account
	39,687
	

	(143,577)
	(Surplus)/deficit arising on revaluation of fixed assets
	(50,187)
	22

	(51,400)
	Actuarial(gains)/losses on pension fund assets and liabilities
	(50,400)
	44

	(885)
	Other gains (attributable movement on the collection fund balance)
	1
	45

	(151,310)
	Total recognised (gains) for the year
	(60,899)
	


Balance sheet as at 31 March 2008
	31 March 2007
	31 March 2007
	
	31 March 2008
	31 March 2008
	Notes

	£000s
	£000s
	
	£000s
	£000s
	

	
	
	Fixed asets
	
	
	

	
	301
	Intangible fixed assets
	
	528
	21

	
	
	Tangible fixed assets
	
	
	

	
	
	Operational assets:
	
	
	

	881,104
	
	Council dwellings
	894,259
	
	

	248,617
	
	Other land and buildings
	269,782
	
	

	8,957
	
	Vehicles, plant, furniture and equipment 
	10,098
	
	

	61,220
	
	Infrastructure assets
	63,010
	
	

	0
	
	Community assets
	1
	
	

	
	
	Non-operational assets:
	
	
	

	46,840
	
	Investment properties
	58,724
	
	

	29,108
	
	Assets under construction
	18,019
	
	

	70,036
	 
	Surplus assets held for disposal
	85,329
	 
	

	
	1,346,184
	Total fixed assets
	
	1,399,750
	22

	
	
	
	
	
	

	
	
	Other long-term assets:
	
	
	

	
	20,397
	Long-term investments
	
	25,030
	24

	
	21,892
	Long-term debtors
	
	23,402
	25

	
	30,136
	Deferred premiums on early repayment of debt
	
	0
	

	
	1,499
	Stock discount
	
	0
	

	
	1,420,108
	Total long-term assets
	
	1,448,182
	

	
	
	
	
	
	

	
	
	Current assets
	
	
	

	607
	
	Stocks and work in progress
	811
	
	26

	75,463
	
	Debtors
	69,495
	
	27

	37,738
	
	Investments
	59,750
	
	24

	10,404
	
	Cash and bank
	10,924
	
	

	
	124,212
	Total current assets
	
	140,983
	

	
	1,544,320
	Total assets
	
	1,589,165
	

	
	
	
	
	
	

	
	
	Current liabilities
	
	
	

	(51,103)
	
	Borrowing - amounts falling due within one year
	(56,619)
	
	24

	(75,534)
	
	Creditors and Receipts in Advance
	(84,748)
	
	28

	(10,720)
	
	Bank overdraft
	(6,937)
	
	

	
	(137,357)
	Total current liabilities
	
	(151,304)
	

	
	1,406,963
	Total assets less current liabilities
	
	1,437,861
	

	
	
	
	
	
	

	
	
	Long-term liabilities
	
	
	

	(468,634)
	
	Long-term borrowing
	(498,962)
	
	

	(18,199)
	
	Provisions
	(17,437)
	
	29

	(106,741)
	
	Government grants-deferred account
	(127,772)
	
	32

	(16,131)
	
	Deferred liabilities
	(17,120)
	
	30

	(147,800)
	
	Liability related to defined benefit pension scheme
	(97,900)
	
	10

	(1,951)
	
	Debt rescheduling discounts
	0
	
	

	(1,418)
	
	Lowry receipt in advance
	(1,365)
	
	

	
	(760,874)
	Total long-term liabilities
	
	(760,556)
	

	
	646,089
	Total assets less liabilities
	
	677,305
	


	
	
	Financed by:
	
	
	

	0
	
	Revaluation reserve
	50,187
	
	38

	754,163
	
	Capital adjustment account
	725,111
	
	39

	0
	
	Financial instruments adjustment account
	(32,936)
	
	40

	(147,800)
	
	Pensions reserve
	(97,900)
	
	10

	5,722
	
	Usable capital receipts reserve
	240
	
	41

	2,717
	
	Deferred capital receipts
	2,638
	
	42

	13,448
	
	General fund reserve
	10,804
	
	43

	3,270
	
	Housing revenue account
	1,728
	
	43

	14,569
	
	Earmarked reserves
	17,433
	
	43

	
	646,089
	Total net worth
	
	677,305
	





John Spink CPFA




City Treasurer 



23 June 2008
The cash flow statement for the year ended 31 March 2008
	2006/07
	
	2007/08
	Notes

	£000s
	
	£000s
	£000s
	

	
	Revenue activities
	
	
	

	
	Cash outflows
	
	
	

	238,658 
	Cash paid to and on behalf of employees
	251,516
	
	

	278,995 
	Other operating cash payments
	272,317
	
	

	28,676 
	Housing benefit paid out
	29,808
	
	

	63,645 
	National non-domestic rate payments to national pool
	74,229
	
	

	10,008 
	Precepts paid 
	10,758
	
	

	17,899 
	Payments to the capital receipts pool
	9,707
	
	

	637,881 
	
	 
	648,335
	

	
	Cash inflows
	
	
	

	(25,769)
	Rents (after rebates)
	(27,835)
	
	

	(67,248)
	Council tax receipts
	(72,393)
	
	

	(93,677)
	National non-domestic rate receipts from national pool
	(99,032)
	
	

	(72,604)
	Non-domestic rate receipts
	(71,066)
	
	

	(18,102)
	Revenue support grant
	(16,620)
	
	

	(122,025)
	Dedicated schools grants
	(126,906)
	
	

	(99,090)
	DWP grants for benefits
	(100,363)
	
	

	(102,993)
	Other government grants
	(105,780)
	
	47

	(47,174)
	Cash received for goods and services
	(47,948)
	
	

	(37,809)
	Other operating cash receipts
	(43,571)
	
	48

	(686,491)
	
	 
	(711,514)
	

	(48,610)
	Net cash flow from revenue activities
	
	  (63,179)
	49

	
	Dividends from joint ventures and associates
	
	
	

	(861)
	Dividend income
	
	(80)
	

	
	Returns on investments and servicing of finance
	
	
	

	
	Cash outflows
	
	
	

	30,436 
	Interest paid
	33,122
	
	

	
	Cash inflows
	
	
	

	(2,347)
	Interest received
	(2,668)
	
	

	(1,250)
	Dividend income from other investments
	(1,250)
	
	

	26,839 
	
	
	29,204
	

	(22,632)
	
	
	(34,055)
	

	
	Capital Activities
	
	
	

	
	Cash outflows 
	
	
	

	81,374 
	Purchase of fixed assets
	68,494
	
	

	805 
	Purchase of investments
	1,571
	
	

	36,089 
	Other capital cash payments
	38,390
	
	

	118,268 
	
	 
	108,455
	

	
	Cash inflows
	
	
	

	(26,753)
	Sale of fixed assets
	(22,120)
	
	

	(41,694)
	Capital grants received
	(51,092)
	
	

	(1,594)
	Other capital cash receipts
	(735)
	
	

	- 
	Sale of investments
	-
	
	

	(70,041)
	
	 
	(73,947)
	

	25,595
	Net cash inflow/outflow before financing
	
	453
	50

	
	Management of liquid resources
	
	
	

	(11,412)
	Net increase/(reduction) in short-term deposits

	
	35,074
	

	
	Financing
	
	
	

	
	Cash outflows
	
	
	

	112,157 
	Repayments of amounts borrowed
	587,798
	
	

	
	Cash inflows
	
	
	

	(6,996)
	New long-term loans
	(59,901)
	
	

	(116,805)
	New short-term loans
	(567,730)
	
	

	(11,644)
	
	
	(39,833)
	

	2,539 
	Net (increase)/reduction in cash
	
	(4,306)
	


Notes to the core financial statements 
1.
Central services to the Public
Central services to the public includes:

· council tax and non domestic rates collection;

· council tax benefit payments and administration;

· registration of births, deaths and marriages;

· election administration;

· emergency planning;

· land charges;

· general grants, bequests and donations;

· coroners and debt charges for magistrates courts

	
	2006/07
	2007/08

	
	£000s
	£000s

	
	
	

	Central services to the public
	3,330
	3,363

	Court services
	312
	399

	Total
	3,642
	3,762


2.
Deployment of dedicated schools grant


The Council's expenditure on schools is funded by grant monies provided by the Department for Education and Skills, the dedicated schools grant (DSG).  DSG is ring-fenced and can only be applied to meet expenditure properly included in the schools budget.  The schools budget includes elements for a restricted range of services provided on an authority-wide basis and for the individual schools budget, which is divided into a budget share for each school.  Over and underspends on the two elements are required to be accounted for separately.


Details of the deployment of the DSG receivable are set out below.


Schools budget funded by dedicated schools grant
	
	2006/07
	
	2007/08
	

	
	Total
	Central
	Individual

schools budget
	Total

	
	£000
	£000
	£000
	£000

	Original grant allocation to schools budget for the current year in the authority's budget
	122,641
	17,064
	109,842
	126,906

	Adjustment to the finalised grant allocation
	(616)
	-
	-
	-

	DSG receivable for the year
	122,025
	17,064
	109,842
	126,906

	
	
	
	
	

	Actual expenditure for the year
	123,515
	17,256
	110,270
	127,525

	(Over)/underspend for the year
	(1,490)
	(192)
	(427)
	(619)

	Planned top-up funding of ISB from Council resources
	0
	-
	-
	-

	Use of schools balances brought forward
	712
	-
	1,043
	1,043

	(Over)/underspend from prior year
	0
	(162)
	(616)
	(778)

	(Over)/underspend carried forward to 2008/09
	(778)
	(354)
	-
	(354)


3.
Effect of capital accounting changes on services

4.
Salford pooled budgets

The pooled budget mechanism is a means by which the Council and Salford NHS Primary Care Trust can bring resources together to both commission and provide services, allowing flexible and integrated support and care to be offered.  The Council now acts as ‘host’ to three pooled budgets, the income and expenditure for each of which is set out below.

	
	2006/07
£000s
	2007/08
£000s

	a)
Learning difficulties pool
	
	

	
Pooled fund income:
	
	

	
Council contribution
	9,943 
	9,741 

	
Salford NHS PCT contribution
	8,983 
	9,794 

	
client & other non-pool income
	4,916 
	5,947 

	
Total pooled fund income
	23,842 
	25,482 

	
Gross pooled fund expenditure
	(23,842)
	(25,482)

	
Surplus for the year
	0 
	0 

	
	
	

	b)
Integrated equipment services pool
	
	

	
Pooled fund income:
	
	

	
Council contribution
	1,120 
	1,142 

	
Salford NHS PCT contribution
	1,493 
	1,459 

	
client & other non-pool income
	358 
	433 

	
Total pooled fund income
	2,971 
	3,034 

	
Gross pooled fund expenditure
	(2,971)
	(3,034)

	
Surplus for the year
	0 
	0 

	
	
	

	c)
National treatment allocation adult pool
	
	

	
Pooled fund income:
	
	

	
Council contribution
	415 
	321 

	
Salford NHS PCT contribution
	2,272 
	2,067 

	
client & other non-pool income
	1,341 
	1,477 

	
Total pooled fund income
	4,028 
	3,865 

	
Gross pooled fund expenditure
	(4,028)
	(3,865)

	
Surplus for the year
	0 
	0 

	
	
	



The Council's share of the pools' expenditure is included within adult social care in the income & expenditure account.


The Council and Salford NHS PCT budget for an annual contribution to each pool.  In the event of this exceeding pool expenditure, the surplus is redistributed to the partners, so that income exactly meets expenditure.  The redistribution is in the ratio of their original contributions to the pool as follows

· Learning difficulties, Council 48:52 PCT;

· Integrated equipment services, Council 50:50 PCT;

· National treatment allocation, Council 19:81 PCT.

In the event of a budget shortfall, additional contributions are to be made by each partner so that pool income meets expenditure.  The Council has earmarked a pooled budget reserve, created in 2007/08, for the purpose of meeting any such shortfall in its share of contributions.

5.
Corporate and democratic core 
This includes the following items:

· democratic representation and management (the costs of elected members and member support services);

· subscriptions to local authority associations;

· corporate management;

· external audits and inspections.

6.
Non-distributed costs
This includes the following items:

· Depreciation and impairment on non-operational assets;

· Pension past service costs (see note on defined benefit pension schemes).

7.
Exceptional Items

This is the cost of settling equal pay claims.  A direction from the DCLG allows £1.392m of this amount to be capitalised leaving the remaining to be funded from revenue.


The element related to the provision made for future settlements is reversed out in the statement of movement on the general fund balance to ensure that the charge to council tax reflects only payments actually made in the year.  This reversal is appropriated to the equal pay back pay account earmarked reserve.

8.
Trading undertakings, including dividends from associate companies

(i)  Markets


The Council operates trading undertakings at 2 markets, located at Eccles and Swinton, the results of which are set out below.
	
	2006/07
£000s
	2007/08
£000s

	
	
	

	Expenditure 

Income
	289 

(199)
	266
(150)

	
	 
	

	(Profit)/Deficit
	90 
	116



(ii)  Building control


The Building (Local Authority Charges) regulations 1998 require the disclosure of information regarding the setting of charges for the administration of the building control function.  However, certain activities performed by the building control section cannot be charged for, such as providing general advice and liaising with other statutory authorities.  The statement below shows the total cost of operating the building control function divided between chargeable and non-chargeable activities.


There can be a variation in the level of surplus or deficit on chargeable functions from year to year, arising from charge income being received in advance of the expenditure incurred to conduct building control inspections.  The Building Prescribed Fee Regulations 1994 therefore require that authorities maintain a rolling three year account to ensure that the function is adequately resourced and breaks even over project life.

	
	Chargeable
	Non-
chargeable
	2006/07

Total building
control
	Chargeable
	Non-
chargeable
	2007/08
Total building control

	
	£000s
	£000s
	£000s
	£000s
	£000s
	£000s

	Expenditure
	
	
	
	
	
	

	Employees
	333 
	355 
	688 
	319
	354
	673

	Premises
	- 
	- 
	- 
	-
	-
	-

	Transport
	12 
	16 
	28 
	11
	16
	27

	Supplies & services
	192 
	- 
	192 
	150
	1
	151

	Central &  support services
	2 
	1 
	3 
	-
	-
	-

	Total
	539 
	372
	911 
	480
	371
	851

	
	
	
	
	
	
	

	Income
	
	
	
	
	
	

	Building regulations
	
	
	
	
	
	

	  charges
	(569)
	- 
	(569)
	(751)
	(148)
	(899)

	Misc. income
	- 
	(192)
	(192)
	-
	-
	-

	Total
	(569)
	(192)
	(761)
	(751)
	(148)
	(899)

	
	
	
	
	
	
	

	(Surplus)/deficit

for the year
	(30)
	180 
	150 
	(271)
	223
	(48)


(iii)  Dividend income


Income on “simple investments”, that is shareholdings with companies where the Council’s interest is insufficient to be consolidated in the group accounts as subsidiaries, associates or joint ventures.


In 2007/08, this is a Manchester Airport Group (MAG) plc dividend of £1.250m (£1.250m in 2006/07).  Further details of MAG can be found under the related businesses and companies note.

9.
Housing pooled receipts

Under the Local Government Act 2003, local authorities are required to pay over to the Secretary of State specified amounts of any capital receipts derived from the disposal of an interest in housing land after the 1 April 2004.  The specified amounts are 75% in relation to the disposal of dwellings and 50% in relation to the disposal of any other interest in housing land.

10.
Pensions

(i) Defined benefit pension schemes
As part of the terms and conditions of employment of its officers and other non-teacher employees, the Council offers retirement benefits through membership of the Local Government Pension Scheme (LGPS).  This is a contributory occupational pension scheme, which is contracted out of the State Second Pension, and provides members with benefits related to final salary and length of service.  

Although these benefits will not actually be payable until employees retire, the Council has a commitment to make the payments.  The commitment needs to be disclosed at the time that employees earn their future entitlement.

For LGPS members, the Council makes an employer’s contribution based on pensionable employees’ pensionable pay into the Greater Manchester Pension Fund (GMPF), administered by Tameside MBC.  The contribution rate is determined by the Fund’s actuary on triennial actuarial valuation.  For 2007/08 the contribution rate was based on a valuation as at 31 March 2004.  In 2007/08, the Council paid an employer’s contribution of £15.1m (£13.3m in 2006/07), based on 12.8% of employees’ pensionable pay (11.9% in 2006/07).  

The LGPS is a funded scheme, meaning that the employer’s and employees’ contributions into the fund (the GMPF) are calculated at a level intended to balance the pension liabilities with investment assets.  The Fund meets the costs of basic pensions and the corresponding Pension Increase Act payments.  The costs of pensions on discretionary added years awarded to employees under the early retirement scheme, and the related Pensions Increase Act payments, are met in full by the Council.

In addition, while the Teachers’ Pension Scheme is otherwise treated as a defined contribution scheme (see note 10b below for details of this scheme), any mandatory or discretionary added years element awarded on early retirements is treated in these accounts in the same manner as the GMPF, that is as a defined benefit scheme.

For defined benefit schemes, the accounts show the cost of retirement benefits in the net cost of services when they are earned by employees, rather than when the benefits are eventually paid as pensions.  However, the charge made against council tax has to be based on the cash payable in the year so the real cost of retirement benefits is reversed out of the income and expenditure account after net operating expenditure.  The following table summarises the transactions made in the income and expenditure account during the year.

	
	Local Government

Pensions Scheme
	Teachers’ Pensions 
(added years element)

	
	2006/07

£000s
	2007/08
£000s
	2006/07

£000s
	2007/08

£000s

	Within net cost of services:


Current service cost


Past service cost


Impact of settlements and curtailments
	23,900 

400 

200 
	21,600 
400 
- 
	- 

- 

- 
	- 

- 

- 

	
	
	
	
	

	Within net operating expenditure:


Interest cost


Expected return on assets in the scheme
	36,900 

(38,700)
	40,600 
(44,100)
	1,700 

- 
	1,800 

- 

	
	22,700
	18,500 
	1,700
	1,800 

	Amounts to be met from government

grants and local taxation:


Movement on pension reserve
	(7,200)
	(1,200)
	600 
	700 

	
	15,500 
	17,300 
	2,300 
	2,500 

	Actual amount charged against

council tax for pensions in year:


Employer’s contributions payable to scheme


Discretionary awards benefits payable to pensioners
	13,300 

2,200 
	15,100 
2,200 
	- 
2,300 
	- 
2,500 

	
	15,500 
	17,300 
	2,300 
	2,500 



The actuarially-estimated underlying assets and liabilities for retirement benefits attributable to the Council are set out in the table below.

	
	Local Government Pension Scheme
	Teachers’ Pensions
(added years element)
	Total

	
	31/03/07
£000s
	31/03/08
£000s
	31/03/07
£000s
	31/03/08
£000s
	31/03/07
£000s
	31/03/08
£000s

	Present value of scheme liabilities
	(715,400)
	(638,400)
	-
	-
	(715,400)
	(638,400)

	
	
	
	
	
	
	

	Present value of unfunded liabilities
	(34,300)
	(32,300)
	(34,800)
	(35,400)
	(69,100)
	(67,700)

	
	
	
	
	
	
	

	Assets
	636,700 
	608,200 
	-
	-
	636,700 
	608,200 

	Net liability
	(113,000)
	(63,500)
	(34,800)
	(35,400)
	(147,800)
	(97,900)



The liabilities show the underlying commitments that the Council has in the long term to pay retirement benefits; the total liability has a substantial impact on the net worth as recorded in the balance sheet.  However, statutory arrangements for funding the deficit mean that the financial position of the Council remains healthy:

· the deficit on the LGPS will be made good by increasing contributions over the remaining working life of employees, as assessed by the scheme actuary;
· finance is only required to be raised to cover teachers’ added years benefits when the pensions are actually paid.


The pensions liability has been assessed on an actuarial basis using the projected unit method of valuation, an estimate of the pensions that will be payable in future years dependent on assumptions about mortality rates, salary levels etc.  Both the GMPF and the teachers' added years element have been assessed by the GMPF’s actuary, Hymans Robertson.  The GMPF is formally valued every three years with the value being rolled forward using certain assumptions in the interim periods.  The most recent full actuarial valuation of the fund was as at the 31 March 2007.


The main assumptions used in the actuary’s calculations are set out below:

	
	Assumptions

as at 31/3/07
% per annum
	Assumptions

as at 31/3/08
% per annum

	Rate of inflation

Rate of increase in salaries

Rate of increase in pensions

Rate of discounting scheme liabilities 
	3.2

4.7 (1.5 real)

3.2

5.4 (2.1 real)
	3.6
5.1 (1.5 real)

3.6

6.9 (3.2 real)



The Teachers’ Pension Scheme has no assets to cover its liabilities.  Assets in the GMPF are valued at fair value, principally market value for investments.  The categories of assets held are set out below, by proportion of the assets held by the whole of the fund.

	GMPF assets
	Long-term return

at 31/3/07
	Assets at 31/3/07
	Long-term return

at 31/3/08
	Assets at 

31/3/08

	
	%
	£000s
	%
	£000s

	Equities

Bonds

Property

Cash
	7.8

4.9

5.8

4.9
	425,400

101,400

62,700

47,200
	7.7

5.7

5.7

4.8
	383,700
113,700

52,900

57,900

	Total
	6.9
	636,700
	6.9
	608,200



A copy of the Fund’s annual report may be obtained by writing to Greater Manchester Pension Fund, Concord Suite, Manchester Road, Droylsden, Tameside M43 6SF, or from their website at www.gmpf.org.uk
(ii) Defined Contribution Pension Schemes


As part of the terms and conditions of employment of its teacher employees, the Council offers retirement benefits through membership of the Teachers Pension Scheme administered by the Teachers’ Pensions Agency on behalf of the Department for Children, Families and Schools (DCFS).  This is a contributory final salary occupational pension scheme, which is contracted out of the State Second Pension.  The Council pays an employer’s contribution based on employees’ pensionable pay to the Teachers’ Pensions Agency.  The contribution rate is set by the DCFS on a notional fund basis.  The scheme provides members with benefits related to final salary and length of service.  The Teachers Pension Scheme meets the costs of basic pensions and the corresponding Pensions Increase Act payments.

In 2007/08, the Council paid an employer’s contribution of £8.702m (£8.150m in 2006/07) based on 14.1% of employees’ pensionable pay (13.5% to December 2006 and 14.1% thereafter in 2006/07).

There are no contributions remaining payable at the year end relating to the Teachers Pension Scheme.


The Teachers Pension Scheme is a defined benefit scheme.  However, it is not possible for the Council to identify its share of the underlying liabilities in the scheme.  In accordance with the SORP, it is therefore accounted for as a defined contribution scheme and there are no scheme assets or liabilities recognised on the balance sheet, except in relation to the added years element.


The Council is responsible for the costs of benefits on mandatory or discretionary added years awarded on teachers’ early retirements and the related Pensions Increase Act payments.  This element is treated as a defined contribution scheme and these benefits are fully accrued in the pensions liability described in the note on defined benefit pension schemes above.


The Teachers Pension Scheme is an unfunded scheme, meaning that there are no investment assets built up to meet the pension liabilities, and cash has to be generated to meet actual pensions payments as they eventually fall due.

11.
Government grants


(i)  Private Finance Initiative (PFI)
On 20th March 2003 the City Council entered into a 26 year Private Finance Initiative (PFI) arrangement with Eccles Special High School Company Ltd for the provision of 3 new Special High Schools.  The first payment made under the terms of this contract was made in 2004/ 05 and the contract expires in 2029/30. Over the remaining 22 years of this contract the City Council is committed to making gross payments estimated at £55.004m (average payment per year is £2.500m). However, the net cost to the City Council after income from Specific Government Grant is estimated at £30.486m (average payment per year is £1.386m). The actual payments made will depend upon ESHSCO’s performance in provision of the services.


(ii) Local Authority Business Growth Incentive Scheme (LABGI)

The Council has received £1.3m (£1.2m in 2006/07) under the government's scheme to stimulate economic development activity in the city.  The grant is linked to the increase in the total rateable value of new property in the city.  The government's objective is to encourage and reward local authorities that stimulate economic development activity within their areas.

12.
Publicity

Section 5 of the Local Government Act 1986, requires expenditure on publicity to be disclosed.  Detailed below is the Council’s expenditure incurred in 2007/08 together with the comparative figures for 2006/07, which have been restated so that both years figures have been determined on the same basis.

	
	2006/07
	2007/08

	
	£000s
	£000s

	
	
	

	Recruitment advertising
	660
	660

	Marketing, promotions & advertising
	2,754
	3,125

	
	
	

	Total
	3,414
	3,784


13.
Leases

The Council holds various assets under operating leases.  


The lease rentals paid during the year were £     m (£2.440m in 2006/07)


As at 31 March 2008 the Council has a commitment to meet the following leasing charges :-





£000s





2008/09

1,402


2009/10





2010/11 to 2012/2013

total estimated rentals outstanding


The cost of the assets and the liability for future rental payments are not recorded in the balance sheet.


The Council also acts as lessor to a number of industrial and commercial properties.  The rental income derived from these properties in 2007/08 is £     m (£2.819m in 2006/07).  The associated assets are classed as commercial and investment properties and the respective values are shown in the fixed assets note to the consolidated balance sheet. 

14.
Local Authority (Goods and Services) Act 1970

Local authorities are empowered by this act to provide goods and services to other public bodies.  During 2006/07 payroll services were provided to Eccles 6th Form College, the Salfordian Trust and Unison to a value of £5,750 (£4,670 in 2006/07).  Computer audit services were provided to various authorities to the value of £210,821 (£149,456 in 2006/07) and IT training to the value of £79,754 (£82,277 in 2006/07).

15.
Members’ allowances

The Council has 60 elected members to whom £0.997m was paid in allowances in the year (£0.971m in 2006/07).

16.
Employees’ remuneration

The number of employees whose remuneration was £50,000 or more is set out in the table below

	Remuneration Band
	

Number of Employees

	
	2006/07
	2007/08

	£50,000 - £59,999
	106
	135

	£60,000 - £69,999
	46
	57

	£70,000 - £79,999
	20
	21

	£80,000 - £89,999
	1
	10

	£90,000 - £99,999
	5
	1

	£100,000 - £109,999
	-
	2

	£110,000 - £119,999
	2
	2

	£120,000 - £129,999
	-
	-

	£130,000 - £139,999
	1
	-

	£140,000 - £149,999
	-
	1

	£150,000 - £159,999
	-
	-

	£160,000 - £169,999
	-
	-

	£170,000 - £179,999
	-
	1

	Total
	181
	230


17.
Related party transactions       
The Council is required to disclose material transactions with related parties – bodies or individuals that have the potential to control or influence the Council or to be controlled or influenced by the Council.  The disclosure of these transactions allows readers to assess the extent to which there exists the possibility that the Council might have been constrained in its ability to operate independently or might have secured the ability to influence another party’s ability to bargain freely with the Council.

Central government has effective control over the general operations of the Council – it is responsible for providing the statutory framework within which the Council operates, provides the majority of its funding in the form of grants and prescribes the terms of many transactions that the Council has with other parties (eg housing benefits).  Details of grants received from government departments are set out in a note to the cash flow statement.

Other public bodies which have a financial relationship with the Council through the ability to precept or levy are disclosed in a note to the income and expenditure account.  The Council also works in close partnership with the health service and its joint financing of pooled budgets is disclosed in a note to the income and expenditure account.  

Members of the Council have direct control over the Council’s financial and operating policies.  Their relevant interests outside of the Council are recorded in the register of interests and the register of gifts and hospitality which are available for public inspection.  A number of members hold official positions in organisations independent of their role as elected members of the Council.  Where the Council has contracts for services and/or has awarded grants to such organisations, the Council's standing orders were fully complied with, with proper consideration of any declarations of interests.

Members hold positions on the boards of various community and voluntary organisations in and around Salford.  In 2007/08 £     of the Council's expenditure related to such declared member interests (2006/07 £365,000).

One member also acts as chair of the board of Salford Royal NHS Foundation Trust.  In 2007/08, £317,000 of the Council’s expenditure and £151,000 of its income related to the Trust (2006/07 £343,000 expenditure and £113,000 income).
Where members sit on company boards in an official capacity as representatives of the Council, transactions with such organisations have been disclosed as and where necessary.
Officers may be in a position to influence financial or operational practices.  There were no transactions in 2007/08 with bodies in which officers had a pecuniary interest and were able to exercise such an influence.


The Council has interests in several companies which are disclosed in the related businesses and companies note.  Other potential obligations to related companies are disclosed in the contingent liabilities note.  Where the Council’s interest is sufficient to allow the Council potentially to inhibit the other party from pursuing its own interests, material transactions and balances have been disclosed in various notes.

18.
Agency income and expenditure

The net cost of services includes the following amounts which are charged by levy for services not directly provided by the Council.

	
	2006/07
£000s
	2007/08
£000s

	Highways, roads and transport services

  Greater Manchester Passenger Transport Authority


	12,438
	12,897

	Environmental services

  Greater Manchester Waste Disposal Authority
	8,225
	8,394

	  Environment Agency - flood defence


	93
	98

	Association of Greater Manchester Authorities (AGMA) – County wide shared services 


	473
	560



Agency services 


The Council is the lead authority for the Greater Manchester Police Authority (GMPA).  It provides legal, financial, personnel, administrative and valuation and estates services to the GMPA under the terms of an annually negotiated service level agreement.  The cost of these services is fully reimbursed.  Included within the Council’s income & expenditure account is £2.285m income and expenditure (£2.234m in 2006/07) 

The Council is the lead authority for the Greater Manchester Community Safety Partnership Team (GMCSPT).  Other partners include other Greater Manchester authorities’ crime & disorder partnerships, the police, health and fire services etc.  The partnership as a whole has a turnover of approximately £1million.  It is included within the Council’s income & expenditure account only to the extent of the Council’s share of £260,000 expenditure and £200,000 income.
The Council is the lead authority for North West Learning Grid (NWLG), a consortium of eighteen local authorities in the North West of England with the aim of working in partnership with schools to improve the process and management of learning using the latest information and communication technologies.  The cost of NWLG is fully met by subscriptions from member authorities.  In 2007/08, NWLG had expenditure and income of £1.561m (£2006/07 £1.877m).  NWLG is included in the Council’s income & expenditure account, within the children’s and education services line, only to the extent of the Council’s own subscription of £45,000 (2006/07 £46,000).  The Council holds unspent balances relating to NWLG of £0.871m (2006/07 £0.832m) and this is included within creditors to other local authorities on the balance sheet.
19.
Audit costs

In 2007/08 the Council incurred the following fees for work carried out in performing statutory audit and inspection functions and providing any additional services, such as tax advice.
	
	2006/07

£000s
	2007/08

£000s

	
	
	

	Fees payable to the Audit Commission with regard to external audit services carried out by the appointed auditor
	316
	321

	Fees payable to the Audit Commission in respect of statutory inspection
	21
	48

	Fees payable to the Audit Commission for the certification of grant claim work
	97
	86

	Fees payable in respect of other services provided by the appointed auditor
	15
	-

	Total
	449
	455


20.
s137 of the Local Government Act 1972

Section 137 of the Local Government Act 1972, as amended, empowers local authorities to make contributions to certain charitable funds, not-for-profit bodies providing a public service in the United Kingdom, and mayoral appeals.  The Council did not utilise this power in 2007/08 or 2006/07.

21.
Intangible Assets

	
	Purchased Software Licences

£000s
	Purchased Computer software £000s
	Total £000s

	
	
	
	

	Original Cost
	501
	0
	501

	Amortisation to 1st April 2007
	(200)
	0
	(200)

	Balance as 1st April 2007
	301
	0
	301

	Expenditure in the year
	14
	492
	506

	Written off to the revenue in year
	(114)
	(164)
	(278)

	Balance at 31st March 2008
	201
	328
	529



A software licence is held for the SAP system business suite which is used to assist in the management of our finances, employees, materials and projects.  It cost £0.501m in 2005/06 and it is to be written off on a straight-line basis over five years based on the minimum estimated life of the related asset.

Expenditure on licences in 2007/08 relates to a computer licence purchased for a document imaging system which is used to assist in the management of our finances and projects. The full cost has been written off in 2007/08. The purchase on computer software relates to project serve which is a system designed to improve the efficiency of the storage and mangement of our computer files. This will be written off over 3 years.  

22.
Tangible Fixed Assets


Movements in the value of fixed assets during the year are set out below.

Operational assets

	
	Council dwellings
	Other land

& bldgs
	Vehicles, plant etc.
	Infra-

structure
	Community assets
	Total

	
	£000s
	£000s
	£000s
	£000s
	£000s
	£000s

	
	
	
	
	
	
	

	Gross book value at 31 March 2007
	897,374
	266,418
	16,932
	191,730
	1
	1,372,455

	Capital expenditure during year
	21,077
	9,196
	4,857
	8,761
	21
	43,912

	Re-classification of assets
	0
	16,551
	0
	0
	0
	16,551

	Disposals
	(11,127)
	(39)
	0
	0
	0
	(11,166)

	Revaluations during year
	3,143
	3,143
	0
	0
	(21)
	6,265

	Impairments
	0
	(5,041)
	(1)
	0
	0
	(5,042)

	Gross book value at 31 March 2008
	910,467
	290,228
	21,788
	200,491
	1
	1,422,975

	Depreciation at 31 March 2007
	(16,270)
	(17,801)
	(7,975)
	(130,510)
	0
	(172,556)

	Depreciation for year
	(16,208)
	(6,075)
	(3,716)
	(6,971)
	0
	(32,970)

	Depreciation on revalued/sold assets
	16,270
	3,430
	0
	0
	0
	19,700

	Net book value at 31 March 2008
	894,259
	269,782
	10,097
	63,010
	1
	1,237,149


Non-operational assets are set out overleaf

Non-operational assets
	
	Investment properties
	Surplus assets
	Assets under
construction
	Total

	
	£000s
	£000s
	£000s
	£000s

	Gross book value at 31 March 2007
	46,840
	70,357
	29,108
	146,305

	Capital expenditure during year
	4,666
	6,082
	13,011
	23,759

	Re-classification of assets
	3,477
	4,072
	(24,100)
	(16,551)

	Disposals
	(16)
	(2,971)
	0
	(2,987)

	Revaluations during year
	11,290
	13,381
	0
	24,671

	Impairments
	(7,533)
	(5,276)
	0
	(12,809)

	Gross book value at 31 March 2008
	58,724
	85,645
	18,019
	162,388

	Depreciation at 31 March 2007
	0
	(321)
	0
	(321)

	Depreciation for year
	0
	(233)
	0
	(233)

	Depreciation on revalued/sold adjustment
	0
	239
	0
	239

	Net book value at 31 March 2008
	58,724
	85,330
	18,019
	162,073


Valuation
The opening balance for Assets Under Construction has been increased by £8,110k to reflect expenditure in 2006/07 which resulted in asset acquisition and enhancement transactions on 01/04/2007. This expenditure had been incorrectly posted to the Fixed Asset Restatement Account (now Capital Adjustment Account) in 2006/07 . A corresponding adjustment has been made to the opening balance on the Capital Adjustment Account.   

The City Council revalues its tangible fixed assets (excluding those held at historical cost value) over a five year rolling programme. All of the applicable assets have been valued within this timeframe and details of the valuation dates applicable to the above assets values are included in the note below entitled Rolling Programme for the Revaluation of Fixed Assets.

Infrastructure assets are valued at historical cost net of depreciation.

Community Assets were given a nominal value of £1 each as at 1st April 1994 and subsequently only adjusted to reflect disposals and acquisitions which for consistency are also reflected at a £1 nominal valuation. Other associated works on environmental improvments etc are not considered to materially affect the asset value.

Land, operational properties and other operational assets are valued at the lower of net current replacement cost and net realisable value in existing use.

Non operational assets are valued at market value.

Investment properties are those held by the Council but not utilised in the direct delivery of a service. They generally relate to rental income bearing properties.

The value of the Council's housing stock is based on a full revaluation in April 2006. The basis of the valuation is existing use value for social housing which reflects a value for a property if it were to be sold with sitting tenants, enjoying rents at less than open market value and rights including the 'option to buy'.

The valuer is - R. Wynne MRICS (Urban Vision Partnership Ltd.)

Financing of capital expenditure
The Council’s capital expenditure and details of how it was financed are as follows.
	
	2006/07

£000s
	2007/08
£000s

	Opening capital financing requirement
	
	479,811 
	 
	498,958 

	
	
	
	 
	 

	Capital investment
	
	
	 
	 

	    Operational assets
	30,438
	
	51,120
	 

	    Infrastructure assets
	11,859
	
	8,761
	 

	    Non-operational assets
	45,403
	
	506
	 

	    Intangible assets
	16
	
	7,790
	 

	Sub total assets
	
	87,716 
	 
	68,177 

	Deferred consideration

Deferred charges

Investments

Loans
	
	6,251 

29,542 

167 
	 
	 

34,940

15,71

3,216

	
	
	
	 
	

	Sources of finance
	
	
	 
	 

	Capital receipts
	
	(24,715)
	 
	(13,593)

	Government grants and other contributions
	
	(55,527)
	 
	(53,806)

	Revenue provision (includes MRP)
	
	(24,287)
	 
	(24,933)

	
	
	
	 
	 

	Closing capital financing requirement
	
	498,958 
	 
	 514,530

	
	
	
	 
	

	Explanation of movements in the year
	
	
	
	

	Increase in underlying need to borrow (supported by Government financial assistance)
	
	7,503 
	
	6,308

	
	
	
	
	

	Airport loan provision
	
	(88)
	
	(44)

	
	
	
	
	

	Increase in underlying need to borrow (unsupported by Government financial assistance)
	
	19,054 
	
	17,863

	
	
	
	
	

	Provision for debt repayment and set aside capital receipts
	
	(7,322)
	
	(8,555)

	Increase/(decrease) in capital financing requirement
	
	19,147 
	
	15,572


Statement of major physical assets
Major fixed assets utilised by the Council in the delivery of services in 2007/08 are set out below:

	
	Children’s Services
	
	Community, Health & Social Care

	10
	children’s homes
	16
	libraries

	3
	day nurseries & family centres
	3
	art galleries & museums

	4
	nursery schools
	3
	leisure centres with pools

	40
	primary schools
	6
	leisure centres without pools

	9
	secondary schools
	3
	pools

	1
	special schools
	2
	older people’s homes

	11
	youth centres
	2
	adult training centres

	15
	caretakers’ houses
	4
	homes for people with disabilities

	4
	pupil referral units
	8
	day centres

	
	
	11
	community centres

	
	Environmental Services
	
	

	4
	cemeteries
	
	Trading Services

	2
	crematoria
	2
	halls

	
	
	2
	markets

	
	Planning
	
	

	149
	industrial units
	
	Other Buildings

	
	
	24
	civic offices

	
	Council dwellings
	1
	depots

	13,067
	houses
	10
	other buildings

	1,364
	bungalows
	
	

	11,111
	flats
	
	Vehicles*

	
	
	67
	refuse/street cleansing vehicles

	
	Infrastructure

	2
	mobile libraries

	87km
	principal roads
	1
	limousines

	62km
	other classified roads
	65
	vans

	623km
	unclassified roads
	41
	trucks

	
	
	7
	car

	
	
	51
	mini buses and coaches

	
	
	8
	other

	
	
	
	

	
	
	
	* Majority of vehicles are leased

	
	
	
	

	
	
	
	Land

	
	
	1,543
	Hectares

	
	
	
	

	
	
	
	


Commitments under capital contracts
The Council has to plan its capital expenditure in advance of work proceeding.  At the 31 March 2008 the Council had approved a capital programme for 2008/09 amounting to £115.2m which will result in commitments being carried forward into future years.  A total amount of £38.2m was contractually committed at the 31 March 2008 and the significant contracts under these capital schemes were as follow.
	
	£m



	Private sector housing

Public sector housing

Cadishead Way

Eccles central library
New deal for schools condition/modernisation
Children’s centres

PFI 2

Site Acquisitions re BSF

Wheatersfield CP Charlestown

Glendinning St CP Seedley/Langworthy

RC Primary school Little Hulton

	5.6
4.8
1.3
1.5
1.8
1.6
6.0
1.5
5.9
5.9
2.3



Rolling programme for the revaluation of fixed assets
The following statement shows the progress of the Council’s rolling programme for the revaluation of fixed assets.  The basis of the valuation is shown in the statement of accounting policies.  Assets under construction, Infrastructure, community and vehicles, plant and equipment assets are effectively valued at historical cost net of depreciation and they are therefore excluded from the programme of revaluations and from the table shown below.

	
	Council

dwellings
	Other land & buildings
	Non-

operational
assets
	Total

	
	£000s
	£000s
	£000s
	£000s

	Valued at current value in :
	
	
	
	

	current year
	910,467
	53,574
	58,588
	1,022,809

	2006/07
	
	24,612
	43,915
	68,527

	2005/06
	
	22,158
	23,359
	45,517

	2004/05
	
	71,231
	12,917
	84,148

	2003/04
	
	118,473
	5,590
	124,063

	
	910,467
	290,228
	144,369
	1,345,064


23.
Analysis of net assets employed
	
	31 March 2007
£000s
	31 March 2008
£000s

	General fund
	(108,263)
	(86,106)

	Housing revenue account
	752,020 
	762,527

	Collection fund
	885 
	884

	DSOs
	(6,663)
	0

	
	637,979 
	677,305


24.
Financial instruments

(i) Investments

	
	Long-term investments
	Short-term investments

	
	31 March 2007
	31 March 2008
	31 March 2007
	31 March 2008

	
	£000s
	£000s
	£000s
	£000s

	Investments in the financial market
	
	
	
	

	· Managed by the Council
	10,000
	13,062
	17,000
	37,565

	· Managed by SWIP
	
	
	20,700
	22,185

	Loans and receivables
	10,000
	13,062
	37,700
	59,750

	
	
	
	
	

	Unquoted equity investments at cost:
	
	
	
	

	· Manchester airport plc
	10,214
	10,214
	
	

	· Guardian Media Group
	-
	1,571
	
	

	· MaST LIFT Ltd
	167
	167
	
	

	· Chapel Wharf Ltd
	15
	15
	
	

	· Other
	1
	1
	
	

	
	
	
	
	

	Available-for-sale financial assets
	10,397
	11,968
	-
	

	
	
	
	
	

	Total investments
	20,397
	25,030
	37,700
	59,750


The available-for-sale asset category includes the Council’s investments in companies.  None are quoted on the stock market, nor is there a satisfactory historic evidence base on which to determine a reliable fair value.  They are therefore valued at cost less any impairment.  Further details concerning shareholdings are included in the note on related businesses and companies.  
In 2005/06, the Council commissioned Scottish Widows Investment Partnership (SWIP) to manage part of its short-term investment portfolio.  The remaining balance is managed by the Council direct.

Related party transactions


Included in the temporary investment balance is £1.845m invested on behalf of Salford Community Leisure (£990,000 at 31 March 2007).

(ii) Borrowings

	
	Long-term borrowing
	Short-term borrowing

	
	31 March 2007
	31 March 2008
	31 March 2007
	31 March 2008

	
	£000s
	£000s
	£000s
	£000s

	Borrowing
	
	
	
	

	· Money market
	236,200
	241,930
	24,600
	58,500

	· PWLB
	136,454
	161,101
	25,994
	550

	· Stock
	95,567
	95,567
	-
	-

	· Transferred debt
	413
	364
	509
	491

	
	
	
	
	

	Financial liabilities at amortised cost
	468,634
	498,962
	51,103
	59,541

	
	
	
	
	

	Liabilities at fair value through profit and loss
	-
	
	-
	

	
	
	
	
	

	Total borrowings
	468,634
	498,962
	51,103
	59,541


(iii) Reclassification and derecognition

No financial instruments have been reclassified between the headings in 2007/08.

Premiums and discounts previously held on the balance sheet have been derecognised.

(iv) Gains and losses

The gains and losses recognised in the Income and Expenditure Account and STRGL in relation to financial instruments are made up as follows:

	
	2006/07
	2007/08

	
	
	Financial liabilities
	Financial assets
	

	
	Total
	at amortised cost
	Loans & receivables
	Available for sale
	Total

	
	£000s
	£000s
	£000s
	£000s
	£000s

	Interest expense
	
	35,886
	
	
	

	Losses on derecognition
	
	
	
	
	

	Impairment losses
	
	
	
	
	

	Interest payable & similar charges
	33,175
	35,886
	
	
	35,886

	
	
	
	
	
	

	Interest income
	
	
	(4,207)
	
	(4,207)

	Gains on derecognition
	
	
	
	
	

	Interest and investment income
	(3,054)
	
	(4,207)
	
	(4,207)

	
	
	
	
	
	

	Gains on revaluation
	
	
	
	
	

	Losses on revaluation
	
	
	
	
	

	Amounts recycled to the I+E account after impairment
	
	
	
	
	

	Surplus arising on revaluation of financial assets
	-
	
	
	
	

	
	30,121
	35,886
	(4,207)
	
	31,679

	Net gain/(loss) for the year
	30,121
	
	
	
	


(NB: Authorities might also wish to add detail to the note to confirm the extent to which

the net gain/loss has impacted on the General Fund by including adjustments made in the Statement

of Movement on the General Fund Balance, but the primary purpose of the note is to disclose the

accounting loss for the year.)

(v) Fair value

Financial liabilities and financial assets represented by loans and receivables are carried in the balance sheet at amortised cost.  Their fair value can be assessed by calculating the present value of the cash flows that will take place over the remaining term of the instruments, using the following assumptions:
· estimated interest rates at 31 March 2008 of 5% for loans from the PWLB and 6% for other loans receivable and payable;

· no early repayment or impairment is recognised;

· where an instrument will mature in the next 12 months, the carrying amount is assumed to approximate to fair value;

· the fair value of trade and other receivables is taken to be the invoiced or billed amount.

The fair values calculated are as follows:

	
	31 March 2007
	31 March 2008

	
	Carrying amount
	Fair value
	Carrying amount
	Fair value

	
	£000s
	£000s
	£000s
	£000s

	Financial liabilities
	
	
	
	

	Loans and receivables
	
	
	
	


The Council’s treasury management advisors, Sector, have assisted in the preparation of this fair value report.  It is based on the comparable new borrowing/deposit rate for the same financial instrument from a comparable lender.  A consistent approach has been applied to assets and liabilities.

The fair value of financial liabilities is less than the carrying amount because the authority’s portfolio of loans includes a number of fixed rate loans where the interest rate payable is lower than the rates available for similar loans at the balance sheet date. This commitment to pay interest below current market rates reduces the amount that the authority would have to pay if the lender requested or agreed to early repayment of the loans.

The fair value of Loans and receivables is higher than the carrying amount because the authority’s portfolio of investments includes a number of fixed rate loans where the interest rate receivable is higher than the rates available for similar loans at the Balance Sheet date. This guarantee to receive interest above current market rates increases the amount that the authority would receive if it agreed to early repayment of the loans.

(vi) Risk

The authority’s activities expose it to a variety of financial risks:
· credit risk, the possibility that other parties might fail to pay amounts due to the authority;

· liquidity risk, the possibility that the authority might not have funds available to meet its commitments to make payments;

· market risk, the possibility that financial loss might arise for the authority as a result of changes in such measures as interest rates and stock market movements.

The authority’s overall risk management programme focuses on the unpredictability of financial markets and seeks to minimise potential adverse effects on the resources available to fund services.  Risk management is carried out by a central treasury team, under policies approved by the council in the annual treasury management strategy.  The council maintains written principles for overall risk management, as well as written treasury management policy statements covering specific areas such as interest rate risk, credit risk, and the investment of surplus cash. 

Credit risk

Credit risk arises from deposits with banks and financial institutions, as well as credit exposures to the authority’s customers.  Deposits are not made with banks and financial institutions unless they are rated independently with a minimum score of [A-].  The authority has a policy of not lending more than £10m of its surplus balances to one institution.  

Customers are assessed, taking into account their financial position, past experience and other factors, with individual credit limits being set in accordance with internal ratings in accordance with parameters set by the council.

The following analysis summarises the Council’s potential maximum exposure to credit risk, based on experience of default and uncollectibility over the last five financial years, adjusted to reflect current market conditions.

	
	Balance at

31 March 2008
	Estimated maximum likelihood of default
	Estimated exposure to default

	
	£000
	%
	£000

	
	A
	B
	(A x B)

	Deposits with banks and financial institutions
	
	0.05
	

	Bonds
	
	0.05
	

	Customers
	
	Phil
	

	
	
	
	


The estimated maximum likelihood of default is based on historical experience adjusted for market conditions at 31 March 2008.

No credit limits were exceeded during the reporting period and the authority does not expect any losses from non-performance by any of its counterparties in relation to deposits and bonds.  

The authority does not generally allow credit for customers, such that £Xm of the £Xm balance is past its due date for payment.  The past due amount can be analysed by age as follows:

	
	31 March 2007
	31 March 2008

	
	£000
	£000

	Less than three months
	
	

	Three to six months
	
	

	Six months to one year
	
	

	More than one year
	
	

	
	Phil
	Phil


Liquidity risk

As the authority has ready access to borrowings from the Public Works Loans Board, there is no significant risk that it will be unable to raise finance to meet its commitments under financial instruments. Instead, the risk is that the authority will be bound to replenish a significant proportion of its borrowings at a time of unfavourable interest rates. The strategy is to ensure that not more than 30% of loans are due to mature within any rolling three-year period through a combination of careful planning of new loans taken out and (where it is economic to do so) making early repayments.

The maturity analysis of financial liabilities is as follows:

	
	31 March 2007
	31 March 2008

	
	£000
	£000

	Less than one year
	51,103
	

	Between one and two years
	598
	

	Between two and five years
	4,189
	

	Between five and ten years
	42,755
	

	Between ten and fifteen years
	43,413
	

	More than fifteen years
	377,679
	

	
	519,737
	


All trade and other payables are due to be paid in less than one year.

Interest rate risk

The authority is exposed to significant risk in terms of its exposure to interest rate movements on its borrowings and investments. Movements in interest rates have a complex impact on the authority. For instance, a rise in interest rates would have the following effects:
· for borrowings at variable rates, the interest expense charged to the income and expenditure account would rise;

· for borrowings at fixed rates, the fair value of the liabilities borrowings would fall;

· for investments at variable rates, the interest income credited to the income and expenditure account would rise;

· for investments at fixed rates, the fair value of the assets would fall.

Borrowings are not carried at fair value, so nominal gains and losses on fixed rate borrowings would not impact on the income and expenditure account or STRGL.  However, changes in interest payable and receivable on variable rate borrowings and investments would be posted to the income and expenditure account and have a commensurate effect on the general fund balance.   Movements in the fair value of fixed rate investments will be reflected in the STRGL.

The authority has a number of strategies for managing interest rate risk.  Policy is to aim to keep a maximum of 50% of its borrowings in variable rate loans.  During periods of falling interest rates, and where economic circumstances make it favourable, fixed rate loans will be repaid early to limit exposure to losses.  The risk of loss is ameliorated by the fact that a proportion of government grant payable on financing costs will normally move with prevailing interest rates or the authority’s cost of borrowing and provide compensation for a proportion of any higher costs.

The treasury management team has an active strategy for assessing interest rate exposure that feeds into the setting of the annual budget and which is used to update the budget throughout the year.  This allows any adverse changes to be accommodated.  The analysis will also advise whether new borrowing taken out is fixed or variable.

According to this assessment strategy, at 31 March 2008, if interest rates had been 1% higher, with all other variables held constant, the financial effect would be:

	
	£000

	Increase in interest payable on variable rate borrowings
	

	Increase in interest receivable on variable rate investments
	

	Increase in government grant receivable for financing costs
	

	Impact on income and expenditure account
	

	
	

	Share of overall impact debited to the HRA
	

	
	

	Decrease in fair value of fixed rate investment assets 
	

	Impact on STRGL
	

	
	

	Decrease in fair value of fixed rate borrowings liabilities (no impact on I&E account or STRGL)
	


The impact of a 1% fall in interest rates would be as above but with the movements being reversed.

Price risk

The authority does not generally invest in equity shares, but does have shareholdings to the value of £5m in a number of related businesses and companies.  

While classified as ‘available for sale’, in practice these shareholdings are pursued for service reasons.  In each case there is no reliable evidence of fair value so they are held at cost less impairment in the balance sheet.  The authority is not therefore exposed to losses arising from movements in the prices of the shares.

Foreign exchange risk

The authority has no financial assets or liabilities denominated in foreign currencies and thus has no exposure to loss arising from movements in exchange rates.

25.
Long-term debtors 
	
	31 March 2007
£000s
	31 March 2008
£000s

	Manchester Airport plc (see below)
	8,138
	

	Homes to trust deferred consideration
	6,723
	

	Home swaps & equity loans
	3,463
	

	Residual interest in PFI asset
	1,872
	

	Other
	914
	

	Car loans
	552
	

	Mortgagors
	230
	

	
	21,892
	



The Council, along with the other nine authorities in Greater Manchester, is responsible for loan advances made to Manchester Airport plc to assist in the financing of Terminal 2.  The annual servicing costs of the loans are reimbursed by the Airport.  The proportion of the loan advances applicable to the Council is shown in the table above.


Related party transactions

Included in other is £348,337 representing the balance on a loan made to the Higher Broughton Partnership (£509,000 as at 31 March 2007).


Homes to trust deferred consideration


In 2006/0 the Council entered into an innovative arrangement with Manchester Care, a not-for-profit company, for the provision of care facilities.  The Council funded the capital costs of the building works by way of capital grant.  In consideration, the Council is receiving a reduction in the weekly bed fees charged over the 25-year life of the contract.  The land and buildings revert back to the Council after 25 years, or if Manchester Care cannot fulfil their obligations under the contract.


The initial deferred charge of the capital grant is being written off to revenue over the life of the contract.  The deferred consideration is the unamortised amount, recognising the economic benefit of the future reduction in bed fees that will be payable by the Council.

26.
Stocks and work in progress
	
	31 March 2007
£000s
	31 March 2008
£000s

	Stocks and stores

Provisions
	619 

- 
	823
-

	
	619 
	823

	Less:  provision for future losses
	(12)
	(12)

	
	607
	811


27.
Debtors and prepayments

An analysis of debtors and prepayments is shown below.

	
	31 March 2007
£000s
	31 March 2008
£000s

	Government departments
	17,033 
	18,084

	Other local authorities
	6,332 
	9,074

	Local taxpayers and NDR
	23,073 
	24,465

	Housing rents (net of prepayments)
	7,537 
	8,422

	Sundry debtors
	6,784 
	7,213

	Housing benefits (overpayments)
	3,528 
	3,544

	Other public bodies
	4,883 
	7,311

	Other
	14,700 
	8,081

	Accrued interest on investments
	1,692 
	

	
	85,562 
	86,194

	Less:  Provision for bad debts
	(20,651)
	(22,203)

	Total debtors
	64,911 
	63,991

	Prepayments
	10,551 
	8,632

	
	75,462 
	72,623



Related party transactions

The figures for sundry and other debtors include the following amounts :

28.
Creditors and receipts in advance
	
	31 March 2007
£000s
	31 March 2008
£000s

	Government departments
	24,942
	28,072

	Other local authorities
	655
	526

	Local taxpayers and NDR
	2,303
	1,824

	Housing rents
	144
	157

	Other public bodies
	8,500
	10,915

	Sundry creditors
	32,431
	32,488

	Residents’ savings
	876
	1,174

	Section 31 pooled budgets
	-
	0

	Other
	5,683
	9,592

	
	75,534
	84,748



Related party transactions

The figure for creditors includes the following amounts:
· Salix 
£288,303

· NPHL Inter Co Adjs  
£1,411

· URBAN VISION PARTNERSHIP LTD  
£172,729

· NEW PROSPECT HOUSING LTD 
£129,904

· SALIX HOMES LIMITED  
£101,126

· SALFORD COMMUNITY LEISURE LTD  
£99,531

· CENTRAL SALFORD URC  
£81,829

· NEW PROSPECT HOUSING LIMITED 
£47,588

· URBAN VISION PARTNERSHIP LTD 
£29,375


The Council holds £1,845,000 invested on behalf of SCL (£990,000 at 31 March 2007).  This sum is included in the figures quoted above.

29.
Provisions

	
	31 March 2007
£000s
	31 March 2008
£000s

	Provisions
	
	

	Equal Pay
	2,398
	4,480

	Repayment of grants
	2,575
	1,125

	Insurance
	11,867
	11,165

	Other
	1,359
	667

	
	18,199
	17,437



Equal pay - amounts earmarked for the settlement of equal pay claims.  The exact timing and amount of the settlements are dependent on acceptance of the Council's offer or determination of a tribunal.


Repayment of grant - amounts have been earmarked for the probable repayment in 2008/09 of grants and subsidy received in 2007/08.


Insurance - The Council maintains an insurance fund to meet the excess amount of any liability and fire claims not covered by its external insurers.  
The fund meets liability claims that are settled for amounts of less than £250,000 with external insurers covering the remainder.  It meets fire claims up to £10,000 for dwellings and up to £100,000 for schools, with external insurers covering the balance.  
The fund consists of a provision to cover actual claims made and a reserve to provide a contingency against potential future claims.


Other - probable expenses to be paid during 2008/09.

30.
Deferred liabilities

This item comprises mainly the Council’s share of the debt outstanding in respect of the former Greater Manchester County Council when that body was wound up on the 31 March 1986.

Also included are contributions from developers, mainly relating to s106 agreements, that the Council has yet to spend on the agreed purpose.


The balance also includes sums invested on behalf of trust funds.

	
	31 March 2007
£000s
	31 March 2008
£000s

	Debt transferred from the former GMC

Developer's contributions

Trust funds investments

Private street works
	12,184

3,747

195

6
	12,144
5413

-

6

	
	16,132
	17,563


31.
Lowry receipt in advance

In 2005/06, the Council received £1.576m from The Lowry as an advance payment of a 30 year lease on the Lowry Collection of paintings.  The income is being recognised in the Income and Expenditure Account over 30 years, and the receipt in advance represents the balance not yet credited.

32.
Government grants deferred account

Capital grants received and accrued are credited initially to the government grants deferred account.  The grant is then written off to the relevant service revenue account over the life of the asset, thereby matching the depreciation of the asset.
	
	2006/07
£000s
	2007/08
£000s

	Balance brought forward
	75,699 
	106,741

	Received and accrued in year from government departments
	56,376 
	54,110

	
	
	

	Less:
Grants on non-depreciating assets
	- 
	

	
Grants relating to deferred charges


Release to match depreciation charged
	(19,389)

(5,945)
	(26,570)

(6,509)

	Balance carried forward
	106,741 
	127,772

	
	
	

	Represented by :
	
	

	Applied grants
	105,959 
	126,686

	Unapplied grants
	782 
	1,086

	
	106,741 
	127,772


33.
Contingent assets and liabilities
a.
Municipal Mutual Insurance


On the 30 September 1992, the Council’s insurer, MMI Limited, announced that it had ceased taking new business or issuing renewals and had placed a moratorium on claims payments.  On the 6 October 1992, MMI resumed the full payment of claims.  No new business was accepted however, nor existing policies renewed.



As a result of the above, a special meeting of Finance Committee was held on the 29 January 1993 and the Council’s insurance business was transferred to a number of new insurers.



The creditors committee of MMI envisages that there will be a solvent run off and therefore no clawback claims will be made against the Council.



As at 31 March 2008 £      remained unpaid in respect of claims made by employees (£288,650 at 31 March 2007), no claims made by third parties or in respect of professional negligence remained unpaid at this date (at 31 March 2007 these balances were £      and £      respectively).  The extent to which any claims will not be settled in full cannot be assessed at the present time and no provision, therefore, has been made for these potential liabilities in the balance sheet.

b.
Manchester Airport plc



Manchester Airport plc has agreed to reimburse the Council in respect of debt charges on the loans referred to in note 5.  No provision has been made in the balance sheet to cover any potential losses on this agreement, which will operate until all the loans have matured in 2027.

c.
Modesole Ltd.



As a result of the Council receiving a distribution from the proceeds of Modesole’s sale of its shares in the Midland Hotel & Conference Centre a liability may arise, the extent of which can not yet be determined, to repay its share of a grant given in 1986 towards the refurbishment of the hotel.  



As a result of the Council receiving a distribution of proceeds from the sale of its entire shareholding in Modesole Ltd, an indemnity was given to the buyer against any future liabilities in Modesole prior to the date of the sale.  This indemnity is limited to the value of the sale proceeds received and will last until 9 August 2015, 10 years from the date of sale.

d.
IDEA Ltd.



The Council has agreed to indemnify IDEA Ltd., to a maximum amount of £220,000 plus inflation in connection with the development of a landmark building for the purpose of creating incubator units, managed workspace and serviced business space for new and small businesses.

e.
Lowry Centre Trust



Under an agreement dated 19 March 1997, the Council has agreed with the Arts Council and the Trust that it will pay to the Trust each year an amount representing the planned deficit for the year in the Trust’s revenue accounts in respect of the operation of the Lowry Centre, provided that the deficit has actually been incurred.  The agreement came into operation on 1 April 2000 and the amount of the fixed annual contribution is to be reviewed every five years, beginning from the starting date and subject to a minimum sum of £350,000.  The terms of the agreement are irrevocable except with the consent of the Arts Council.
In return, the Trust provides the following services by way of a service level agreement: community education and outreach services to schools and Salford residents; publicity for the Council; conference facilities; housing of the Lowry collection under a 30 year lease until 2036.

The amount of the contribution was £0.677m for each of the two years 2000/01 and 2001/02.  To secure additional external funding amounting to £16.250m, it has been agreed that an extra £0.250m will be paid to the Trust for each of the five years commencing in 2003/04.  This variation raises the annual contribution rate to £0.927m.  The original basic contribution of £0.677m each year is next subject to review in 2010/11, taking into account the Trust’s annual business plan.

f.
New Prospect Housing Ltd (NPHL) Pension Liability 


In addition to the Council's pension liability disclosed separately, the Council's ALMO (NPHL) carries a pension liability estimated at £0.161m as at 31 March 2007 (£4.805m as at 31 March 2007).  In a similar fashion to the Council's own liability, this deficit on the LGPS will be made good by increasing contributions over the remaining working life of employees, as assessed by the scheme actuary.  The Council has indicated its current intention that, in the event of factors causing pension liabilities to fall due earlier than planned, the Council expects that it will ensure that NPHL is in a position to meet those liabilities.

g.
Metrolink
The Association of Greater Manchester Authorities (AGMA), the Greater Manchester Passenger Transport Authority (GMPTA) and Greater Manchester Passenger Transport Executive (GMPTE) and the Department for Transport (DfT) have entered into a partnership funding approach for Metrolink phase 3a.

Within the agreement the DfT contribution is capped at £244m and AGMA, GMPTA and GMPTE are jointly and severally responsible for meeting all costs over and above that sum, on the understanding that the scheme is delivered as it was approved.  The scheme is fully funded at present and the arrangement will only be operative if the costs exceed the DfT contribution; strict monitoring arrangements will be put in place by all parties to minimise the risk of that happening.
h.
Homelessness
The Council has a duty to house homeless people.  It has a policy of allowing people who are technically deemed to be homeless, for example through overcrowding, but who are living in family accommodation, to remain there for a time if they consent.  In a recent legal case concerning Birmingham Council, one of the rulings was that in this situation authorities should try to rehouse the person within six weeks.  It is possible that the Council could face a legal claim in cases where the period might exceed six weeks, although this is deemed unlikely due to the voluntary nature of the Council’s policy.  The Council awaits further guidance from the DCLG as to how to the outcomes of the Birmingham case should be implemented, with particular regard to how to compel families voluntarily “homeless at home” to move into temporary accommodation.  It is not possible to estimate the amount of any potential liability, which is unlikely to be material, and no provision has been made in the accounts.  In the event that a liability does arise, it is anticipated that it will be met from surplus funds held in the insurance reserve.

34.
 Trust funds


The Council administers funds on behalf of 8 various trusts with a total fund value of £0.748m (£1.115m at 31 March 2007).  During the year 5 trust funds have been transferred to the Community Foundation for Greater Manchester.
Trust fund income & expenditure is excluded from the accounts; any investments held on behalf of trust funds are disclosed in the deferred liabilities note.
35.
 Related businesses and companies

The Council has an involvement with a number of companies whose assets and liabilities are not included in these accounts.  Relevant details of the companies are summarised below.

a.
New Prospect Housing Limited (NPHL)



The principal activity of the company is the management and maintenance of the Council’s housing stock.



The company is an ALMO (arms-length management organisation) of the Council, formed on 16 September 2002.  It is wholly-owned by the Council and is limited by guarantee.  NPHL is considered to be a subsidiary company and is treated in these accounts as a related party.



At the year ended 31 March 2008, the company had net liabilities of £0.961m (£4.487m in 2006/07).  In 2007/08, the profit before tax was £3.282m (a profit of £58,000 in 2005/06).

Further information and details of the financial statements of NPHL may be obtained from the Company Secretary, New Prospect Housing Ltd., Turnpike House, Eccles New Road, Eccles M50 1SW.

c.
Higher Broughton Partnership companies


The principal activity of these companies is to manage a real estate project regenerating the Higher Broughton area of the city.



The Council's 19% interests in the Higher Broughton Partnership LP and the Higher Broughton (GP) Ltd are held by 2 subsidiary companies of the Council set up for this purpose Higher Broughton Initiative 1 and Higher Broughton Initiative 2.  Higher Broughton (GP) Ltd has a board of directors of which 44% are Council representatives.



In the year 2007/08, the Council made payments including loans to the Higher Broughton Partnership Companies of £      (£183,891 in 2006/07) and received payments of £23,520 (£23,250 in 2005/06).

d.
Chapel Wharf Ltd.


The principal activity of the company is investing and participating in the development of the area known as Chapel Wharf.


The Council owns 14,746 £1 ordinary shares, equivalent to 15% of share capital.



No accounts were produced for Chapel Wharf Ltd for the 2007/08 year as it is entering voluntary liquidation and will complete its winding up in early 2009.  The company has had no activity in the financial year 2007/08 and its only asset is cash. The company secretary has envisaged that the company has net assets of circa £0.5m after liquidation costs have been deducted, (£1.2m in 2006/07).


Further information may be obtained from the Company Secretary, Nick Bird, Findley Robertson, Brook House, Manchester M2 2EE.

e.
Urban Vision Partnership Limited (UVPL)



The principal activity of the company is to provide a wide range of multi-disciplinary services to the Council which were previously performed by the Council itself.  These services include engineering & highways, architectural services, property & development, planning & building control and business development & support.



Urban Vision Partnership Limited is a joint venture arrangement created between Capita Symonds, Morrison and Salford City Council and was formed on 1 February 2005.  Salford City Council is a minority shareholder in this venture and current shareholdings are Capita Symonds 50.1%, Morrison 30% and SCC 19.9%.  UVPL is considered to be a joint venture company and is to be treated in these accounts as an associate company.  


At 31 March 2008 the company had net assets of £     m (£2.235m in 2007) and for 2007/08 had profits before tax of £     m (£1.171m in 2006/07). The Council has an agreement for the provision of services from UVPL and purchased £32.626m excluding VAT in 2007/08 (£33.397m in 2006/07).  In 2007/08 the Council received from UVPL £15.904m excluding VAT as reimbursement of salary costs for seconded staff and other costs (£16.111m in 2006/07). 



Further information and details of financial statements can be obtained from the Company Secretary, Urban Vision Partnership Ltd., Emerson House, Albert Street, Eccles M30 0TE.

g.
Central Salford URC Ltd.



Central Salford URC was incorporated as a private company, limited by guarantee with no share capital in August 2006.  The Council currently has 18% of the directors and is restricted by the articles of association to at all times have less than 20% of the voting rights and so not exert significant influence.



The principal activity of the company is to facilitate the regeneration of an area of central Salford.


In the year 2007/08 the Council made payments, in the form of a grant, to Central Salford URC of      £     (£293,000 in 2006/07) and received payments of      (£79,000 in 2006/07) for financial and administrative support.


Further information and details of financial statements can be obtained from Christopher Hulme, Company Secretary, Central Salford URC Ltd., Digital World Centre, 3rd Floor, No. 1 Lowry Plaza, Pier 8, Salford Quays, M50 3UB

h.
Manchester Airport Group plc (MAG)


The principal activity of the company is the operation and development of an international airport.



The Council holds 10,214,000 £1 ordinary shares, equivalent to 5% of share capital.



At the year ended 31 March 2008, the company had net assets of £938.2m (£861.1m at 31 March 2007).  The profit before tax was £87.8m and after tax was £80.8m (2006/07 profit before tax £80.9m, and after tax £67.7m).


A dividend of £1.25m was received in 2007/08 (£1.25m in 2006/07).


Further information and details of financial statements can be obtained from the Company Secretary, c/o Manchester Professional Services Ltd., PO Box 532, Town Hall, Manchester M60 2LA.

i.    Lowry Centre Trust

The Lowry Centre Trust is a private company, limited by guarantee with no share capital.  Its principal activity is the operation of the Lowry Centre art gallery and theatre.  Two Council members and an officer sit on the Trust's board but the Council has no financial interest in its performance.


The Council paid a contribution of £0.927m to the Trust in 2007/08 under a March 1997 agreement disclosed in an earlier note.


Further information may be obtained from the Company Secretary, The Lowry, Pier 8, Salford M50 3AZ.

j.
Salford Community Leisure Limited (SCL)


The principal activity of the company is to provide a range of diverse sports and physical activities within the City, which include sports centre, swimming pools, specialist sports facilities, sports development and sports events.


The company is a not-for-profit community organisation that has been incorporated under the  Industrial and Provident Societies Act, and was formed on 1 October 2003. SCL is an independent organisation from the Council but works in partnership with the Council to develop mutual strategic aims and objectives.  It has therefore been treated in these accounts as a separate organisation.  The Council has a funding agreement in place for the provision of services from SCL and purchased £3,558,928 excluding VAT in 2007/08 (£3,558,928 in 2006/07).


Further information and details of the financial statements of SCL may be obtained from the Secretary to the Board,  Susan Leonard, Salford Community Leisure Ltd., Minerva House, Pendlebury Road, Swinton, Salford M27 4EQ.

l.     Manchester/Salford/Trafford Groundwork Ltd. 


Manchester/Salford/Trafford Groundwork Ltd is a private company limited by guarantee without share capital.  The Council holds 13% of the directorships and has a liability that is limited to £10.


In the year 2007/08 the Council made payments for services of £     (£1,919,998 in 2006/07) and received payments of £     (£76,748 in 2006/07)

m.
MaST LIFT Company Ltd


The company was formed under the NHS Local Improvement Finance Trust (LIFT) initiative to develop and deliver health and social care estate.  Its principal activity is as a holding company for a group providing accommodation and servicing of medical centres.  Three of the LIFT developments within Salford will include space leased by the Council in relation to library, community space and one stop shop provision.



The principal shareholder is Primary Plus (Holdings) Limited (formerly known as ExcellCare Limited), a company jointly owned equally by John Laing and HBOS (Bank of Scotland), who own a 60% equity investment.  The other shareholders are health and local authorities in the Manchester area.



The Council owns 200 class B shares (equivalent to a 2.22% investment) in MaST LIFT Company Limited.  The Council has also invested in £166,961 long terms subordinated loan stock of a subsidiary, MaST LIFT Project Company (No. 2) Limited.



No dividend was received in 2007/08.  The Council will begin making lease rental payments to the company in 2008/09 when the three buildings open.



Further information can be obtained from the Company Secretary: 
Roger Miller, 
Allington House, 



150 Victoria Street, London SW1E 5LB

36
Local area agreement 

Salford City Council is a participant in a local area agreement (LAA) – a partnership with other public bodies involving the pooling of government grants to finance work towards jointly agreed objectives for local public services. In 2007/08, the LAA has completed the first year of its three year agreement.

The purpose of the LAA is: 

· to form an agreement between the Salford Strategic Partnership, Government (represented by Government Office North West), and other external agencies, to ensure that together we achieve the community plan of “making the vision real” by 2016; 

· to agree specific outcomes and targets that will be achieved each year for the three years of the agreement;
· to improve the effectiveness and efficiency of public services in salford by pooling and aligning funding streams.
The LSP partners are:
· local government bodies: Salford City Council;
· government departments: Government Office for the North West;
· community protection bodies: Greater Manchester Fire and Rescue Service; Greater Manchester Police; crime and disorder reduction partnership;
· health bodies: Salford Primary Care Trust; Salford Royal NHS Foundation Trust; Bolton, Salford and Trafford Mental Health Trust; Healthy City Executive, Salford Community Leisure;
· learning bodies: University of Salford, Pendleton College; Greater Manchester Learning and Skills Council; Economic Development; Learning and Skills Partnership;
· business and economic investment bodies: Greater Manchester Chamber of Commerce; Central Salford Urban Regeneration Company; New Deal for Communities; Manchester Enterprises; Jobcentre Plus; Salford Business Forum; Northwest Development Agency; Salford city-wide marketing group; 

· voluntary organisations: Salford Faith Forum; Salford Black and Minority Ethnic Forum; Salford Council for Voluntary Services; Ordsall and Langworthy Community Committee; Claremont and Weaste Community Committee; East Salford Community Committee; Walkden and Little Hulton Community Committee; Eccles Community Committee; Worsley and Boothstown Community Committee; Irlam and Cadishead Community Committee; Age Concern; Salford Lesbian, Gay, Bisexual and Transgender forum; Salford Disability Forum ;
· other organisations: Salford Strategic Housing Partnership; Salford Travel Partnership; Greater Manchester Passenger Transport Executive; Groundwork, Manchester, Salford and Trafford; The Lowry; Children and Young People’s Partnership; Binoh.
Salford City Council acts as the accountable body for the LAA.  This means that we are responsible for managing the distribution of grant paid by the Government Office to the partners involved.

The total amount of LAA grant received by Salford City Council in 2007/08 is £20.436m.

As accountable body, the Salford City Council is potentially responsible for repaying to the Government any element of grant that is found to be misused by its partners. Systems are in place for distributing grant that is designed to limit the possibility that this will happen.  It has not been necessary to recognise any contingent liabilities for possible repayments and no provisions have been made for any such eventuality.

37.
Economic and monetary union (EMU)

On the 1 January 1999 eleven countries of the European Union formed an economic and monetary union (EMU) and introduced a single currency, the euro.  The Chancellor stated on 9 June 2003 that the 5 economic tests, pre-requisites for the UK joining the euro, had not yet been satisfied.  However, he reaffirmed the government’s commitment to joining the euro when the economic conditions are correct, and the government continues to make changeover preparations.


In the longer term the introduction of the euro could have an impact on the Council in respect of matters such as the provision of economic development advice to businesses and in the procurement of goods and services.  There has been no direct impact on the Council to date.  (There were no committed costs as at 31 March 2008).

38.  Revaluation Reserve

This reserve is the store of gains on the revaluation of fixed assets not yet realised through sales.
It records the accumulated gains on the fixed assets held by the authority arising from increases in value, as a result of inflation and other factors (to the extent that these gains have not been consumed by subsequent downward movements in value). 

The reserve is also debited with amounts equal to the part of depreciation charges on assets that has been incurred only because the asset has been revalued.  On disposal, the revaluation reserve balance for the asset disposed off is written out to the capital adjustment account.  The overall balance on the reserve thus represents the amount by which the carrying value of fixed assets carried in the balance sheet is greater than the depreciated historical cost.
	
	Council 

Dwellings
	Other Land

& Buildings
	Investment

Properties
	Surplus 

Assets
	Total

 

	
	£000
	£000
	£000
	£000
	£000

	Depreciated Historical Cost (HC)
	
	
	
	
	

	Net book value 01/04/07
	881,104
	248,617
	46,840
	70,036
	1,246,597

	Additions / disposals and transfers during year
	9,950
	25,708
	8,127
	7,183
	50,968

	Depreciation and impairment during the year
	(16,208)
	(15,749)
	(1,191)
	(6,508)
	(39,656)

	Depreciated HC 31/03/08
	874,846
	258,576
	53,776
	70,711
	1,257,909

	
	
	
	
	
	 

	Current valued 
	
	
	
	
	 

	Net book value 01/04/07
	881,104
	248,617
	46,840
	70,036
	1,246,597

	Additions / disposals and transfers during year
	9,950
	25,708
	8,127
	7,183
	50,968

	Revaluations during the year
	3,143
	3,143
	11,290
	13,381
	30,957

	Depreciation and impairment for the year including write back on revalued and sold assets
	62
	(7,686)
	(7,533)
	(5,270)
	(20,427)

	Current Value 31/03/08
	894,259
	269,782
	58,724
	85,330
	1,308,095

	
	
	
	
	
	 

	Revaluation Reserve 31/03/2008
	19,413
	11,206
	4,948
	14,619
	50,186


39.
Capital adjustment account

This provides a balancing mechanism between the •different rates at which assets are depreciated under the SORP and are financed through the capital controls system.
	
	General

fund

£000s
	HRA

£000s
	Total

£000s

	
	
	
	

	Balance b/f from 31/03/07 from merging CFA and FARA and capital receipts set aside
	12,378
	(758,431)
	(746,053)

	transfer from FARA - WIP adjustment
	(8,110)
	-
	(8,110)

	Revised opening balance
	4268
	(758,431)
	(754,163)

	
	
	
	

	Depreciation
	13,486
	16,049
	29,535

	Total Write down of Deferred charges
	34,940
	0
	34,940

	Impairment charge
	17,854
	19
	17,873

	disposals
	5,984
	11,128
	17,112

	write down
	1,201
	0
	1,201

	
	
	
	

	
	
	
	

	Total Capital Receipts applied
	(10,617)
	(2,976)
	(13,593)

	Total Grant on Deferred charges
	(26,570)
	0
	(26,570)

	Total Revenue Contributions
	(126)
	(16,208)
	(16,334)

	MRP for capital financing
	(6,851)
	(2)
	(6,853)

	Total Grants released 
	(6,400)
	(109)
	(6,509)

	Total Additional Debt Repayment
	(1,748)
	0
	(1,748)

	
	
	
	

	Balance carry forward 31/03/2008
	25,421
	(750,530)
	(725,109)


40 Financial instruments adjustment account

This is the balancing account to allow for differences in statutory requirements and proper accounting practices for borrowings and investments.
It consolidates amounts previously held as premiums and discounts that were written off to revenue and reversed in the statement of movement on the general fund balance.  These amounts are then written down over periods determined by the Council’s accounting policies.

	
	General

fund

£000s
	HRA

£000s
	Total

£000s

	Balance brought forward 01/04/07
	0
	0
	0

	
	
	
	

	Unamortised discounts at 31 March 2007
	30
	1,282
	1,312

	Unamortised premiums at 31 March 2007
	(15,883)
	(14,267)
	(30,150)

	Unamortised stock discount at 31 March 2007
	(641)
	(858)
	(1,499)

	Adjusted opening balance
	(16,494)
	(13,843)
	(30,337)

	
	
	
	

	Discount arising 2007/08
	914
	857
	1,771

	
	
	
	

	Adjustment to carrying values of loans
	(4,401)
	0
	(4,401)

	Adjustment to carrying values of investments
	54
	0
	54

	
	
	
	

	Amortisation of discounts 2007/08
	(93)
	(411)
	(504)

	Amortisation of premiums 2007/08
	423
	2,911
	3,334

	Amortisation of stock discount 2007/08
	50
	67
	117

	
	
	
	

	Adjustment to carrying value of equity loans
	(1,180)
	0
	(1,180)

	Amortisation of equity loans
	91
	0
	91

	
	
	
	

	Adjustment to eliminate impact of EIR calculations  on loan interest
	(1,888)
	0
	(1,888)

	Adjustment to eliminate impact of EIR calculations  on investment interest
	8
	0
	8

	
	
	
	

	Balance carried forward 31/03/08
	(22,516)
	(10,419)
	(32,935)


In accordance with accounting policies adopted in line with regulations, loans are calculated on an effective interest rate (EIR) basis.  This affects the carry forward value of loans and the interest payment during the year.  Both these effects are reversed to avoid impacting on council tax, through entries in the statement of movement on the general fund balance, to leave the balance in the capital instruments adjustment account.

41.
Usable capital receipts reserve


These are the unused proportion of capital receipts, i.e. usable receipts which have not yet been used to finance capital expenditure

	
	General

fund

£000s
	HRA

£000s
	Total

£000s

	Receipts in hand 01/04/07
	5,721
	1 
	5,722 

	Receipts in year
	3,820
	11,154
	14,974

	From provision for repayment of government grant
	1,315
	-
	1,315

	
	10,856
	11,155
	22,011

	Less:
	
	
	

	Pooling payments
	-
	(8,178)
	(8,178)

	Receipts applied in financing
	(10,616)
	(2,977)
	(13,593)

	
	
	
	

	Receipts in hand 31/03/08
	240
	0
	240


42.
Deferred capital receipts


These arise from assets sales where the consideration is deferred until some future event.  For instance, in the case of home swaps, it becomes receivable upon a subsequent resale of a property sold by the Council on which a legal charge has been placed.  In the case of council house sales, the amount represents outstanding mortgages with the Council.

43.
Other Reserves and Balances 

	
	Balance

31 March 2007

£000s
	Net transfers in

during year

£000s
	Balance

31 March 2008

£000s

	Other earmarked reserves
	
	
	

	VER reserve
	
	626
	626

	  DSO appropriation account
	682 
	(224)
	458

	  Manchester airport reserve
	5,702 
	0
	5,702

	  Investment reserve
	1,253 
	1,018
	2,271

	  Barton Moss trading
	0 
	294
	294

	  Risk management fund
	264 
	101
	365

	  S75 pooled budget reserve
	474 
	(344)
	130

	  Systems development reserve
	586 
	(546)
	40

	  Special high schools PFI reserve
	242 
	46
	288

	  Social services reserve
	878 
	539
	1,417

	  LABGI reserve
	617 
	(617)
	0

	  Insurance fund reserve
	3,512 
	3,158
	6,670

	  PFI capital reserve
	1,872 
	624
	2,496

	
	16,082 
	4,675
	20,757

	
	
	 
	 

	Collection fund
	885 
	(1)
	884

	Equal pay back pay
	(2,398)
	(1,810)
	(4,208)

	
	14,569 
	2,864
	17,433

	HRA reserves
	
	 
	 

	  HRA surplus account
	3,270 
	(1,542)
	1,728

	  HRA repairs account reserve 
	0 
	0 
	0

	
	
	 
	 

	Major fund reserves
	
	
	 

	  Reserves held by schools
	913 
	(1,144)
	(231)

	  General fund reserve
	12,534 
	(1,499)
	11,035



Purpose of other reserves and balances

The DSO appropriation account was established in 1981/82 to receive and distribute profits and to cover any losses made by the Council’s direct service organisations.


The Manchester airport reserve was established in 1986/87 as a result of the dissolution of Greater Manchester County Council and the distribution of its interest in Manchester airport among the ten councils in Greater Manchester.  The proceeds have been reinvested in shares in Manchester Airport Group plc.


The investment reserve was set up in 2006/07 to bridge the gap between investment in a savings project and the return on that project.  


The Barton Moss trading reserve was set up in 1996/97 to meet any deficits arising on the trading account and to support specific items of expenditure.  The available balance was used during 2006/07 to support expenditure within Children’s Services.


The risk management fund was set up in 1998/99 to meet the costs of identifying risks and carrying out measures to reduce or eliminate risks to assets, employees and third parties.


The systems development reserve was established in 2003/04 to assist in providing for the implementation of new systems under the e-government initiative.


Special high schools PFI reserve was set up in 2005/06.  The funding available for the special high schools PFI scheme from special grant and Council revenue contributions will exceed the payments of unitary charge in the early years of the contract and then be less in subsequent years due to reducing grant support.  The Council has therefore created an interest bearing reserve during the year, which will be effective over the life of the contract and will ensure that the estimated unitary charge payments are provided for over the life of the contract.


The Social Services reserve was set up in 2004/05 to meet any additional costs arising through property maintenance and organisational development.


The local authority business growth incentive (LABGI) reserve was set up in 2005/06 from the proceeds of the grant received from the government in recognition of the increase in business activity in the city.  The reserve will be used to promote economic development activities and encourage investment in the city.


The insurance fund reserve provides an additional contingency to meet any further claims, in addition to the amount provided for under long-term liabilities.


PFI Capital Reserve

Under the terms of the Private Finance arrangement entered into with the Eccles Special High School Company Ltd, the 3 High Schools will revert to the Authority’s ownership at the end of the contract in 2030 for a nominal cost. In accordance with the 2007 SORP, the element of the annual contract payment, which is deemed to relate to the acquisition of these assets, has been accounted for as a prepayment, which will accumulate over the life of the contract. The PFI Capital Reserve has been set up to match this prepayment provision and will equate to the difference between the fair value and the nominal amount paid for the asset transfer in 2030. 

PFI Reserve

The funding available for the Special High Schools PFI scheme from Special Grant and City Council revenue contributions will exceed the payments of unitary charge in the early years of the contract and then be less in subsequent years due to reducing grant support. The City Council has therefore created an interest bearing reserve during the year, which will be effective over the life of the contract and will ensure that the estimated unitary charge payments are provided for over the life of the contract.

A contribution has also been made to the PFI reserve from the General Fund, which will be used to meet set up costs for the Building Schools for the Future scheme from 2008/09 onwards.

The equal pay back pay account was set up in 2006/07 as a negative reserve, matching the provision made for equal pay settlements.  This ensures that the provision has no effect on council tax until settlements are actually made.

The HRA surplus account was established in 1989/90 to provide a working balance for the housing revenue account.


The HRA repairs account reserve has been set up in the housing revenue account to meet the repair, maintenance and improvement programme expenditure.



The general fund reserve receives surpluses from and meets deficits on the general fund revenue account.  Earmarked contributions and service underspendings, have been transferred to the account during the year.

44.
Pensions


(i)  Pension liability

The overall movements in the surplus/deficit on the pension fund are analysed below.

	
	Local Government

Pension Scheme
	Teachers Pension Scheme (added years element)
	Total

	
	2006/07

£000s
	2007/08

£000s
	2006/07

£000s
	2007/08

£000s
	2006/07

£000s
	2007/08

£000s

	
	
	
	
	
	
	

	Opening surplus/(deficit)
	(156,800)
	(113,000)
	(35,800)
	(34,800)
	(192,600)
	(147,800)

	Current service cost
	(23,900)
	(21,600)
	-
	-
	(23,900)
	(21,600)

	Employer contributions
	13,300 
	15,100 
	-
	-
	13,300 
	15,100

	Contributions in respect    of unfunded benefits
	2,200 
	2,200 
	2,300 
	2,500
	4,500 
	4,700

	Past service costs
	(400)
	(400)
	-
	-
	(400)
	(400)

	Settlements/curtailments
	(200)
	-
	-
	-
	(200)
	-

	Net return on assets
	1,800 
	3,500
	(1,700)
	(1,800)
	100 
	1,700

	Actuarial gains/losses
	51,000 
	51,700
	400 
	(1,300)
	51,400 
	50,400

	Closing surplus/(deficit)
	(113,000)
	(62,500)
	(34,800)
	(35,400)
	(147,800)
	(97,900)


(ii) Pension reserve
	
	LGPS

£000s
	Teachers

£000s
	Total

£000s

	Balance brought forward 1 April 2007
	(113,000)
	(34,800)
	(147,800)

	Net charges made for retirement benefits in accordance with FRS17
	(1,200)
	700
	(500)

	Actuarial gains/losses
	51,700
	(1,300)
	50,400

	Balance carried forward 31 March 2008
	(62,500)
	(35,400)
	(97,900)


(iii) Actuarial gains and losses

The actuarial gains and losses identified are further analysed below.  They are measured in absolute terms and as a percentage of the fund’s assets or liabilities at 31 March of the year in question.

	
	2003/04
	2004/05
	2005/06
	2006/07
	2007/08

	
	£000s
	£000s
	£000s
	£000s
	£000s

	
	% of fund assets / (liabilities)
	% of fund assets / (liabilities)
	% of fund assets / (liabilities)
	% of fund assets / (liabilities)
	% of fund assets / (liabilities)

	Differences between the expected and actual return on assets
	66,300

14.3%
	22,300

4.6%
	76,100

12.9%
	3,900

0.6%
	(67,600)

(11.1%)

	Differences between actuarial assumptions about liabilities and actual experience
	400

0.1%
	(12,500)

(1.9%)
	(900)

(0.1%)
	(400)

(0.1%)
	(12,200)

(1.5%)

	Changes in the demographic and financial assumptions used to estimate liabilities
	-

-
	(108,400)

(16.6%)
	(91,500)

(12.2%)
	47,900

7.5%
	130,200 

16.6% 

	
	66,700
	(98,600)
	(16,300)
	51,400
	50,400


45.
Collection fund balance

The opening balance for the Collection Fund for 2007/08 was nil.  By the end of the year, initial assumptions about collection rates had proven to be over-cautious and the balance was a £1m surplus.  On the basis that surpluses and deficits are shared with precepting authorities, the balance is accounted for as set out below.


In the Balance Sheet, the Council included the £1m deficit on a disaggregated basis as a creditor to precepting authorities of £115,000 and an £885,000 attributable surplus on the Collection Fund balance alongside the General Fund balance.



In the Statement of Total Recognised Gains and Losses, a new line has been inserted recording an £885,000 gain.

46.
Reserves held by schools

Under the terms of the Education Act 1996, local authorities are required to delegate management responsibilities to the governing bodies of schools.  All primary, secondary and special schools are formula funded and are included in the scheme of full delegation.  Nursery schools are excluded from the scheme.


In accordance with the Council’s approved scheme for delegating budgets to schools, the amount of any budget not spent in the year is available for future use by the schools, subject to the limits agreed by DCFS and prescribed in the scheme of delegation to schools.  The balances are not available to the Council for general use.


The balances held at 31 March are set out below.

	
	31 March 2007
	31 March 2008

	
	£000s
	£000s

	Schools managed locally

- underspendings carried forward

- overspendings carried forward
	5,119 

(4,206)
	

	Net underspending carried forward
	913 
	


47.
Other government grants
	
	2006/07
	2007/08

	
	£000s
	£000s

	
	
	

	Local Area Agreement
	18,933
	14,396

	DFES - Education Standards Fund 
	14,257
	17,473

	DCLG - Supporting People
	13,460
	13,439

	DCLG - Housing Revenue Account Subsidy
	9,073
	10,367

	DFES - Surestart
	8,600
	6,622

	DFES - Schools Standards
	6,844
	5,329

	DCLG - New Deal for Communities
	5,759
	6,910

	DOH - Access Systems and Capacity
	3,181
	3,269

	European Community
	2,875
	1,255

	DWP - Benefits Administration Subsidy
	2,733
	2,999

	HO - Asylum Seekers
	1,749
	1,993

	DFES - Learning Skills Council
	1,737
	2,431

	DCLG - Private Finance Initiative 
	1,724
	1,796

	DCLG - Local Public Service Agreements
	1,692
	1,693

	DOH - Preserved Rights
	1,198
	1,301

	DCLG - Housing Market Renewal Fund
	1,176
	631

	DOH - Carers
	1,174
	1,044

	Planning Delivery Grant
	898
	588

	Specialist School
	877
	

	DOH - Training Support
	820
	827

	DOH - Mental Health
	814
	1,227

	Youth Offending Service
	719
	633

	DCLG - LABGI Scheme
	632
	1,208

	DCLG - Delayed Discharge
	567
	582

	DCLG - CAMHS
	499
	489

	DCLG - LAA Pump Priming 
	401
	966

	Other Grants
	3,388
	3,525

	
	105,780
	102,993


48.
Other operating receipts 


These include agency receipts, services to other authorities, other grants and contributions.

49.
Reconciliation of the loss on the income & expenditure account to the net cash flow

The surplus on the income & expenditure account includes transactions that do not result in cash flows.  The following table identifies these transactions and reconciles the surplus shown in the income & expenditure account with the actual net revenue cash flows shown in the cash flow statement.

	
	2006/07
	2007/08

	
	£000s
	£000
	£000

	Defict per Income and Expenditure Account
	44,552
	 
	39,687

	 
	 
	 
	 

	Non-Cash Transactions 
	 
	 
	 

	- depreciation and impairment charged to services
	(19,785)
	(34,832)
	

	- Major repairs allowance
	(16,270)
	(16,208)
	 

	- deferred charges to services
	(11,583)
	(7,334)
	

	- finance costs difference between SORP and statutory charges
	0
	(2,616)
	 

	- premiums and discounts written down to revenue
	(4,043)
	(2,846)
	 

	- pension FRS17 adjustments
	(6,600)
	(500)
	 

	- precepts paid from Collection Fund
	10,008
	10,758
	

	- other non-cash movements 
	(8,368)
	(9,433)
	 

	 
	(56,641)
	 
	(63,011)

	 
	 
	 
	 

	Items on an Accruals Basis
	 
	 
	 

	- increase/(reduction) in stock
	(377)
	204
	 

	- increase/(reduction) in revenue debtors
	(2,382)
	(2,493)
	 

	- (increase)/reduction in revenue creditors/provisions
	(7,946)
	(8,452)
	 

	 
	(10,705)
	 
	(10,741)

	 
	 
	 
	 

	 
	(22,794)
	 
	(34,065)

	Items classified elsewhere in the cash flow
	 
	 
	 

	- Dividend income
	2,111
	1,330
	 

	- Interest received
	2,347
	2,668
	 

	- Interest paid
	(30,274)
	(33,112)
	 

	 
	(25,816)
	 
	(29,114)

	Net cash flow from revenue activities
	(48,610)
	
	    (63,179) 


50.
Reconciliations of movement in net cash flow and movement in net debt

The following tables analyses the changes in the authority's net debt in the year.

	
	As at

01/04/07
	Receipts
	Payments
	Reclass-

ification

of debt
	As at

31/03/08

	
	£000s
	£000s
	£000s
	£000s
	£000s

	Long-term debt
	(468,634)
	(57,726)
	26,800
	(598)
	(498,962)

	Deferred liabilities
	(16,131)
	(3,255)
	1,706
	482
	(17,198)

	Short-term debt
	(51,104)
	(566,650)
	559,292
	(1,080)
	(59,542)

	Short-term investments
	37,738
	(382,250)
	417,324
	
	72,812

	
	(498,131)
	(1,009,881)
	1,005,122
	0
	(502,890)

	Cash in hand/(overdrawn)
	(316)
	4,306
	
	
	3,990

	
	(498,447)
	(1,005,575)
	1,005,122
	0
	(498,900)



This movement can be summarised as follows:-

	Reconciliation to net debt
	2006/07
	2007/08

	
	£000s
	£000s
	£000s
	£000s

	Net debt 31 March prior year
	(469,099)
	
	(498,447)
	

	Net debt 31 March current year
	(498,447)
	
	(498,900)
	

	Change in the year
	 
	(29,348)
	
	(453)

	
	
	
	
	

	
	
	
	
	

	Represented by :-
	
	
	
	

	(Reduction)/increase in cash
	
	(2,539)
	
	4,306

	Net reduction/(increase) in borrowing
	
	(15,396)
	
	(39,833)

	Increase/(reduction) in investments
	
	(11,413)
	
	35,074

	Change in net debt
	
	(29,348)
	
	(453)


51.
Events after the balance sheet date


The statement of accounts was authorised for issue on the 23 June 2008 by John Spink CPFA, City Treasurer.  


Potential events after the balance sheet have been considered up to the 30 June 2008, being the date that the accounts committee approved the audited statement of accounts. 

Housing revenue account for the year ended 31 March 2008
	2006/07
	
	2007/08
	Notes

	£000s
	
	£000s
	

	
	
	
	

	
	Income
	
	

	(68,150)
	Dwelling rents (gross)
	(70,352)
	1

	(849)
	Non-dwelling rents (gross)
	(830)
	

	(6,729)
	Charges for services and facilities
	(5,081)
	

	
	HRA subsidy receivable (inc. MRA)
	 
	2

	(10,518)
	
	(8,663)
	

	86,246 
	Total income
	84,926 
	

	
	
	 
	

	
	Expenditure
	 
	

	24,717 
	Repairs and maintenance
	22,988 
	3

	26,434 
	Supervision and management
	27,501 
	3

	1,029 
	Rents, rates, taxes and other charges
	1,147 
	

	1,151 
	Increased provision for bad or doubtful debts
	1,128 
	

	0 
	Sums directed by the Secretary of State
	0 
	4

	
	Depreciation and impairment of fixed assets
	0 
	5

	17,349 
	Debt Management Costs
	16,599 
	

	80 
	
	92 
	

	70,760 
	Total expenditure
	69,455 
	

	
	
	 
	

	(15,486)
	Net cost of HRA services as included in the whole authority Income and expenditure Account
	(15,471)
	

	
	
	 
	

	146 
	Non-distributed costs
	37 
	6,7

	
	
	 
	

	(15,340)
	Net cost of HRA services
	(15,434)
	

	
	
	 
	

	(424)
	(Gains) or loss on the disposal of fixed asset
	0 
	

	
	
	 
	

	14,606 
	Interest payable and similar charges
	15,048 
	

	
	
	 
	

	2,750 
	Amortisation of premiums & discounts
	(924)
	

	
	
	 
	

	(36)
	Pensions interest cost and expected return on pensions assets 
	(44)
	

	
	
	 
	

	(155)
	Interest and investment income
	(188)
	

	
	
	 
	

	1,401 
	(Surplus)/deficit for year on HRA services
	(1,542)
	

	
	
	
	

	
	
	
	

	
	
	
	


Statement of movement on the HRA Balance

	2006/07
	
	2007/08
	Notes

	£000s
	
	£000s
	

	
	
	
	

	1,401 
	Deficit for the year on the HRA income and expenditure account
	(1,542)
	

	 
	
	 
	

	(849)
	Net additional amount required by statute to be debited or (credited) to the HRA balance for the year
	3,084 
	

	552 
	Decrease in the HRA balance for the year
	1,542 
	

	 
	
	 
	

	(3,792)
	Housing revenue account surplus brought forward
	(3,270)
	

	 
	
	 
	

	(3,240)
	Housing revenue account surplus carried forward
	(1,728)
	


Note to the statement of movement on the HRA balance

	2006/07
	
	2007/08
	Notes

	£000s
	
	£000s
	

	
	Amounts included in the HRA income and 
expenditure account but excluded from 

the movement on the HRA Balance for the year


	
	

	(1,254)
	Excess of depreciation charged to HRA services over the major repairs allowance element of housing subsidy
	(500)
	8

	
	
	
	

	107 
	- Government grants deferred amortisation
	109
	

	424 
	- Net gain on sale of fixed asset
	3,423
	

	(78)
	- Contribution(from)/to capital reserves
	0
	

	
	
	(37)
	


	(48)
	Net charges made for retirement benefits in accordance with FRS17
	89
	9

	(849)
	
	3,084
	

	
	
	
	

	
	Items not included in the hra income and 
expenditure account but included in the 

movement on HRA Balance for the year 
	
	

	
	
	
	

	- 
	Transfers to/(from) housing repairs account
	-
	

	
	
	
	

	- 
	Capital expenditure funded by the HRA
	-
	

	0 
	
	0
	

	
	
	
	

	(849)
	Net additional amount required by statute 

to be debited or (credited) to the 

HRA Balance for the year
	3,084
	


Notes to the housing revenue account
1. Gross rent income
This is the total rent income due for the year after allowance is made for vacant property, etc.  An analysis of gross rents and allowances is as follows.

	
	Dwellings

£000s
	Shops

£000s
	Other

£000s
	Total

£000s

	
	
	
	
	

	Gross rent income before allowances
	71,690
	
	588
	242

	Less: Allowances for vacant properties
	1,338
	
	
	

	Gross rent income after allowances
	70,352
	 
	588
	242


During the year 1.9% of lettable properties were vacant (1.6% in 2006/07).

Average rents were £58.67 in 2007/08 (£55.92 in 2006/07).

2. Housing subsidy
Housing subsidy is payable by the Government to the housing revenue account.  The subsidy is calculated by reference to a notional account broadly comprising expenditure in respect of management and maintenance costs, capital charges income from rents and interest on receipts.  Housing subsidy supports the difference between notional costs and income.

	
	2006/07

£000s
	2007/08

£000s

	Rent
	(67,401)
	(70,306)

	Interest on receipts
	(11)
	(8)

	Management & maintenance allowance
	42,432 
	42,665 

	Major repairs allowance
	16,270 
	16,208 

	Charges for capital
	19,121 
	19,324 

	Rental constraint allowance
	96 
	810 

	Admissible allowance
	11 
	0 

	Sub total housing element
	10,518 
	8,693 

	Adjustment to previous year’s entitlement
	- 
	(30)

	Total housing subsidy
	10,518 
	8,663 


3. Related party transactions
During 2007/8, the Council operated two subsidiary arms-length management organisations to manage and maintain its housing stock.  These are New Prospect Housing Ltd (NPHL) and Salix Homes Ltd.

Included in HRA expenditure is the payment of a management fee to these organisations as follows:

Contribution to Housing Repairs Account
£2,023,040

Supervision and Management
£19,981,985
4. Rent Rebates
Assistance with rents is available to those on low incomes under the government’s housing benefit scheme which is administered by the Council. 69% of Council tenants received help with the cost of rent in 2007/08 (70% in 2006/07).  Rent rebates are included in the housing line of the income & expenditure account core statement.
5. Depreciation
The HRA is charged an annual amount for the depreciation of assets.  Details of these charges are shown below.

	
	2006/07

£000s
	2007/08

£000s

	Depreciation
	
	

	- Council dwellings
	16,270
	16,208

	- Other operational assets
	1186
	500

	
	17,456
	16,708

	
	
	

	Less
	
	

	Grants released on depreciated assets
	(107)
	(109)

	
	17,349
	16,599

	
	
	

	-  Depreciation non-operational assets
	68
	37

	
	17,417
	16,636


The Council has adopted a policy whereby the depreciation relating to council dwellings is equal to the major repairs allowance (MRA) which reflects the cost of maintaining properties in their present condition.  The total cost of depreciation on all HRA properties is credited to the major repairs reserve.  Regulations require that where the total depreciation charges are in excess of the MRA the difference is transferred to the HRA from the major repairs reserve.

6. Impairment
Impairment losses of £37k have  occurred on Housing Revenue Account assets relating to a clear consumption of economic benefits e.g. housing shops which are vandalised and not in use.  This charge is included within Non Distributed costs and reversed out to capital reserves to avoid having any impact on rent levels.

7. Non-distributed costs
The HRA has been charged with depreciation and impairment losses relating to non-operational assets as shown in notes 5 and 6 above.  These charges are met from a contribution from the major repairs reserve and from the capital financing account so that they do not impact on rent levels.

8. Major repairs reserve
Under resource accounting, authorities are required to establish and maintain a major repairs reserve.  The main credit to the reserve is an amount equivalent to the total depreciation charges for HRA dwellings.  Authorities are able to charge capital expenditure directly to the reserve.

	
	2006/07

£000s
	2007/08

£000s

	Balance brought forward 1 April
	-
	

	Transfer from CFA
	
	

	-  Depreciation on operational assets
	17,456 
	16,708 

	-  Depreciation on non-operational assets
	68 
	0 

	
	17,524 
	16,708 

	Transfer to HRA
	(1,254)
	(500)

	Capital expenditure
	(16,270)
	(16,208)

	Balance carried forward 31 March
	-
	- 


9. HRA share of contributions from the pension reserve
Proper accounting practices require that the housing revenue account recognises a share of the full FRS17 costs borne by the Council for defined benefit pension schemes.  These costs have been allocated in proportion to employee costs and are set out in the table below.  To ensure that the costs have no impact on the net deficit or on the level of housing rents, the charges are reversed out of the housing revenue account below net operating surplus.
	Local Government Pension Scheme
	2006/07

£000s
	2007/08

£000s

	Within net cost of services:
	
	

	
Net current service cost
	72 
	(50)

	
Past service costs
	8 
	5 

	
Impact of settlements/curtailments
	4 
	0 

	
	
	 

	Within surplus/deficit for the year
	
	 

	
Interest cost
	738 
	520 

	
Expected return on assets in the scheme
	(774)
	(564)

	
	48 
	(89)

	Impact on net operating surplus
	
	 

	
	
	 

	HRA share of contributions from pension reserve
	(48)
	89 

	
	
	 

	Impact on total surplus/deficit
	- 
	0 


10. Housing stock - numbers and valuation
The Council is responsible for managing 25,371 dwellings (25,542 in 2006/07).  The stock was made up as follows.

	
	2006/07

£000s
	2007/08

£000s

	Houses
	13,067
	51%
	12,934
	51%

	Flats
	11,111
	44%
	11,075
	44%

	Bungalows
	1,364
	5%
	1,362
	5%

	
	25,542
	100%
	25,371
	100


The change in stock can be summarised as follows.

	
	2006/07

£000s
	2007/08

£000s

	Stock at 1 April
	26,090 
	25,542 

	
	
	

	Less: sales and demolitions
	(550)
	(172)

	Add:  acquisition
	2 
	

	Stock at 31 March
	25,542 
	1 


The value of the stock is as follows.

	
	Valuation

31 March 2007

£000s
	Valuation

31 March 2008

£000s

	Operational assets
	
	

	  Council dwellings
	881,104 
	894,259

	  Other land and buildings
	4,319 
	3,842

	  Infrastructure
	3,360 
	3,062

	Non-operational assets
	29,099 
	7,464

	Total
	917,882 
	908,627


11. Vacant possession value
Council dwellings are included in the balance sheet at a value based on existing use value for social housing.  This reflects a value for a property as if it were to be sold with sitting tenants, enjoying rents at less than open market value and rights including the option of ‘right to buy’.  The vacant possession value as at the 31 March 2008 was £1,874m (£1,846m as at 31 March 2007).

12. Housing repairs account reserve
A HRA repairs account has been established to meet the repair, maintenance and improvement programme expenditure.  The movement on the account is as follows.

	
	2006/07

£000s
	2007/08

£000s

	Balance brought forward 1 April 2007
	-
	0

	Add:  net contribution in the year from HRA

	24,717
	22,988

	Add: other income
	1,766
	1,620

	Less: expenditure in the year
	(26,483)
	(24,608)

	Balance carried forward 31 March 2008
	-
	0


13. Capital Expenditure and Sources of Funding
	Type
	£000s
	Sources of funding
	£000s

	Dwellings
	21,077
	Major repairs allowance
	16,208

	Infrastructure
	25
	Supported borrowing
	329

	
	
	Capital grants
	81

	
	
	Capital receipts
	4,484

	
	
	Revenue contributions
	

	Total
	21,102
	
	21,102


14. Summary of capital receipts
Under the Local Government Act 2003, local authorities are required to pay over to the Secretary of State specified amounts of any capital receipts derived from the disposal of an interest in housing land after 1 April 2004.  The specified amounts are 75% in relation to the disposal of dwellings and 50% in relation to the disposal of any other interest in housing land (subject to capital allowances which allow 100% use of certain type of receipts).

	
	Receipts
	Pooled
	Usable

	
	£000s
	£000s
	£000s

	Dwellings
	11,127
	8,158
	2,969

	Land & other property
	0
	0
	0

	Mortgage repayments
	27
	20
	7

	
	 
	 
	 

	Total
	11,154
	8,178
	2,976


15. Rent arrears
Comparable data at 31 March was as follows.

	
	2006/07

£000s
	2007/08

£000s

	Arrears at 31 March
	8,527
	9,293

	
	
	

	Arrears as a percentage of gross rent income
	13%
	13%

	
	
	

	Amounts written off during the year 
	126
	539

	
	
	 

	Contribution to a provision against potential future irrecoverable arrears 
	1,151
	1,128

	
	
	

	Gross rent income - dwellings
	68,150
	70,352


A bad debts provision has been made in the accounts in respect of potentially uncollectable rent.  The value of the provision at 31 March 2008 is £6.307m (31 March 2007 £5.718m).

The movement in the year takes into account the value of write offs totalling £0.539m (£0.126m in 2006/07)

16. Housing stock options review
In May 2005, Salford City Council announced the results of its Housing Stock Options Review, which involved 18 months of consultation with tenants across the city.  Based on the results of the consultation, the Council  developed an investment strategy which outlined its vision for the future of council housing in Salford.  This proposal included the development of a local housing company, an ALMO with a focus on regeneration, a Private Finance Initiative (PFI) scheme and a central service provider.  This strategy would have far reaching implications for the future shape of the Housing Revenue Account.  The Council submitted bids to the Department for Communities and Local Government for inclusion on  a transfer programme and the establishment of an ALMO in June 2006.

During 2007/8, the various elements of the investment strategy have been developed.  The Council launched its new ALMO (Salix Homes) in July 2007.  Salix Homes now manages and maintains the Council's housing stock within Central Salford. Also in July 2007 the Council launched its central service provider (Housing Connections Partnership) which delivers a range of front-line services on behalf of the Council, Salix Homes and New Prospect Housing Ltd.

In August 2007, the residents of the Council's housing stock within West Salford voted for a transfer to a Registered Social Landlord. Negotiations have continued with Communities and Local Government to agree the terms of the transfer to Citywest Homes which will take place during 2008/9.

17. Further Information
Each year the Council produces a booklet for tenants outlining the activities which have taken place during the course of the year.  Further details can be obtained from the Head of Housing Services, Civic Centre, Chorley Road, Swinton, M27 5BY.

Collection fund account for the year ended 31 March 2008
	2006/07
	
	2007/08
	Notes

	£000s
	
	£000s
	£000s
	

	
	Income
	
	
	

	
	
	
	
	

	(70,006)
	Council tax payers
	(73,402)
	
	2

	
	
	
	
	

	
	Transfers from general fund
	
	
	

	(20,895)
	-  Council tax benefits
	(21,269)
	
	

	(90,901)
	
	
	(94,671)
	

	
	
	
	
	

	-
	Contribution towards previous year’s

collection fund deficit
	
	0
	3



	
	
	
	
	

	(73,218)
	Non-domestic rate payers
	
	(70,645)
	4

	(164,119)
	
	
	(165,316)
	

	
	Expenditure
	
	
	

	
	
	
	
	

	
	Precepts and demands
	
	
	

	7,052 
	-  GM Police
	7,592
	
	2

	2,955 
	-  GM Fire and Civil Defence
	3,137
	
	

	77,343 
	-  Salford City Council
	1,692
	
	

	87,350 
	
	
	92,421
	

	
	Contribution towards previous years 
	
	
	

	
	Collection Fund surplus
	
	
	3

	
	GM Police
	81
	
	

	
	GM Fire and Civil Defence
	34
	
	

	
	City of Salford
	885
	
	

	
	
	 
	1,000
	

	
	Non-domestic rates
	
	
	4

	72,781 
	-  Payment to national pool
	70,201
	
	

	437 
	-  Costs of collection
	444
	
	

	73,218 
	
	
	70,645
	

	
	Adjustment to the provision for

uncollectable amounts
	
	
	

	2,551 
	-  Council tax
	
	1,250
	2

	
	
	
	
	

	(1,000)
	(Surplus)/deficit for the year
	
	0
	3

	- 
	(Surplus)/deficit as at 1 April
	
	(1,000)
	

	(1,000)
	(Surplus)/deficit as at 31 March
	
	(1,000)
	3

	
	
	
	
	


Notes to the collection fund
1.
General

Each billing authority is required to maintain a separate collection fund, which shows the transactions of the billing authority in relation to non-domestic rates, council tax and residual community charges and illustrates the way in which these have been distributed to preceptors and the general fund.

2.
Council tax

All domestic properties are placed in one of nine valuation bands.  The Government has determined that the council tax level for each of the bands is assessed as a proportion of the tax rate for a band D property.


Each year the Council must estimate the equivalent number of band D properties, after allowing for discounts, exemptions, losses on collection etc.  For 2007/08, the calculation was as follows.

	Valuation

band
	Total no. of
dwellings

(after discounts)
	Proportion to

band D
	Band D

equivalent

	
	
	
	

	A-
	90
	5/9
	50

	A 
	46,086
	6/9
	30,724

	B 
	16,380
	7/9
	12,740

	C 
	12,310
	8/9
	10,942

	D 
	5,685
	1
	5,685

	E 
	2,830
	11/9
	3,459

	F 
	1,187
	13/9
	1,715

	G 
	755
	15/9
	1,258

	H 
	53
	18/9
	106

	
	85,376
	
	66,679

	Less:  allowance for losses on collection
	1,334

	Council tax base
	65,345

	
	



The actual number of chargeable dwellings was 98,150 but, after allowing for single person discounts, empty properties etc., the figure is reduced to 85,376 (83,354 in 2006/07).


Individual charges are calculated by estimating the amount of income required for the services of the Council and the Greater Manchester Police and Fire and Civil Defence Authorities, and dividing this by the council tax base.  This gives the basic amount of council tax for a band D property: £1,414.36 for 2007/08 (£1,370.81 in 2006/07).  This is multiplied by the proportion specified for the particular band to give the individual amount due for a property.

3.
Collection fund surpluses and deficits

Regulations require the Council to make estimates in January each year of the deficit or surplus likely to arise at the end of the financial year in respect of both community charge and council tax transactions.  The amounts so estimated are to be transferred into or out of the Collection Fund in the following financial year.  Any such balance relating to council tax is required to be distributed to/borne by the Council and the Greater Manchester Police and Fire and Civil Defence authorities in proportion to the value of their respective demand and precept.


In January 2007 it was estimated that at 31st March 2007 there would be a £1m surplus on the fund. The Collection Fund outturn 2006/07 reflected that estimate and therefore  distributions were made in 2007/08. 

The £1m surplus on the fund as at 31st March 2008 reflects the estimate made in January 2008 and associated distributions will be required in 2008/09.

4.
Non-domestic rates

The Council collects non-domestic rates for its area, based on local rateable values multiplied by a uniform rate.  This rate is fixed by Government and in 2007/08 was 44.4p in the pound (2006/07 43.3p).  A small business rate relief was introduced in April 2005 and for businesses qualifying for this relief the rate applied was 44.1p (42.6p in 2006/07)


The total amount due, less certain reliefs and other deductions, is paid to a national pool administered by the Government.  The pool is then redistributed to local authorities on the basis of a fixed amount per head of population.


The local rateable value of non-domestic properties at 31 March 2008 was £207.0m (£210.4m at 31 March 2007).


The amount of income in the year £70.6m is significantly less than the £92.8m which is the yield from a simple multiplication of the rateable value at 1 April 2006 by the rate in the pound.  The reasons for this variation are summarised below.

	
	£m
	£m

	
	
	

	Anticipated charges based on the rateable value at 1 April 2007
	
	92.8

	(Less)/add:
	
	

	Net impact of changes in rateable values in the year
	(14.4)
	

	Net impact of transitional relief scheme
	(0.3)
	

	Charitable and discretionary relief granted
	(4.1)
	

	Reductions for empty property
	(2.5)
	

	Provision for bad debts
	(0.7)
	

	Interest on refunds of overpayments
	(0.2)
	

	
	
	(22.2)

	
	
	70.6


Salford City Council group accounts
The Salford City Council group of companies 

The following pages contain the consolidated accounts of the Salford City Council group of companies, including its share of its subsidiaries, associates and joint ventures for the financial year ended 31 March 2008.

Group undertakings can be of several types, and the accounting treatment for each is different.  Each entity in which the Council has an interest has therefore been assessed to determine which category it falls under.

Subsidiaries are where the Council exercises control.  New Prospect Housing Ltd., Higher Broughton Initiative 1, Higher Broughton Initiative 2 and Salix Homes Ltd. are classified as subsidiaries of the Council.

Associates are where the Council exercises significant influence.  Chapel Wharf Ltd, Higher Broughton Partnership LP and Urban Vision Partnership Ltd are classified as associates.

Joint Ventures are where the Council exercises joint control with other entities.  Higher Broughton (GP) Ltd is classified as a joint venture with the Council.

Where the Council has an interest in an entity but this interest is insufficient for it to be considered one of the above types of group companies, it is treated as a simple investment.  The Council holds several such investments, disclosed in the related party notes to the Balance Sheet in the single entity accounts.

No group relationship exists where the body delivering the service is not an entity in its own right, for example Section 31 Pooled Budgets or where a partnership does not currently have a legal status, or where the Council has no interest in an entity, for example the vast majority of companies with which the Council trades.

Subsidiaries

New Prospect Housing Ltd (NPHL)

New Prospect Housing Ltd is wholly owned by the Council and is limited by guarantee.  The company is an ALMO (arms-length management organisation) of the Council, formed on 16 September 2002.  The company's principal activities are to manage and maintain the housing stock of the Council.

The Parent Board of NPHL comprises four tenant representatives, four Council nominees and four independents.  NPHL has been incorporated into the group accounts of the Council as a subsidiary company.

NPHL has been incorporated in the accounts as a continuing activity.  However, it should be noted that NPHL will be winding up within the 2008/09 financial year.

Further information and details of the financial statements of NPHL may be obtained from the Company Secretary, New Prospect Housing Ltd., Turnpike House, Eccles New Road, Eccles M50 1SW.

Higher Broughton Initiative 1 & 2 (HBI1 and HBI2)

The Higher Broughton Initiative companies were set up in 2004 to represent the Council's involvement in a joint venture project to regenerate the Higher Broughton area of the city.

The Council holds 100% of the shares and has complete control of the board of directors for both companies.

For the year 2007/08 both HBI companies were financially dormant with net assets of £1 per company.  HBI1 and HBI2 have been incorporated into the group accounts of the Council as subsidiaries.

Further information about HBI1 and HBI2 may be obtained from the Company Secretary: Ian Sheard, Customer & Support Services Directorate, Salford City Council, Civic Centre, Swinton M27 5AD.

Salix Homes Ltd
Salix Homes Ltd is an ALMO (arms-length management organisation) of the Council and was formed in July 2007.  The company's principal activities are to manage and maintain the housing stock of the Council.

The Parent Board of Salix Homes Ltd comprises four tenant representatives, four Council nominees and four independents.  Salix Homes has been incorporated into the group accounts of the Council as a subsidiary company.

Further information and details of the financial statements of Salix Homes Ltd may be obtained from the Company Secretary, Salix Homes Ltd., Diamond House, Peel Cross Road, Salford M5 4DT.

Associates

Chapel Wharf Ltd

The principal activities of Chapel Wharf Ltd. have been investing and participating in the development of the area known as Chapel Wharf, Salford.  The Council agreed to indemnify Chapel Wharf Ltd to a maximum of £345,000 plus inflation, in the event of the ODPM exercising a right of pre-emption in respect of land sold by the ODPM to Chapel Wharf Ltd.

The Council owns 14,746 £1 ordinary shares, equivalent to 15% share capital.  Chapel Wharf Ltd has been incorporated into the group accounts of the Council as an associate. Chapel Wharf Ltd has not produced accounts for the financial year 2007/08 as it is planning to enter voluntary liquidation in July 2008 and be wound up.

Chapel Wharf Ltd undertook no business activity the financial year 2007/08 and has simply retained a cash balance, out of which dividends were paid in February 2008.  It is estimated that the Council’s net asset position would be approximately £77,000 and this amount is reflected in the Group Accounts.

Further information and details of financial statements can be obtained from the Company Secretary, c/o Finlay Robertson, Brook House, 77 Fountain Street, Manchester M2 2EE.

Higher Broughton Partnership LP
Higher Broughton Partnership LP is a Joint Venture Limited Partnership whose objective is to regenerate an area of the city of Salford.

The Council has a 19% stake in the partnership via its subsidiary HBI1.

Higher Broughton Partnership has been incorporated into the group accounts of the Council as an associate.  As the partnership's financial year runs from 1 January to 31 December interim accounts have been prepared for consolidation, using management accounting information for the periods January to March.  

Further information and details of financial statements can be obtained from the Company Secretary, Higher Broughton Partnership LP, 1 Victoria Square, Birmingham B1 1BD.

Urban Vision Partnership Ltd

On 19 January 2005, Salford City Council approved the creation of Urban Vision Partnership Ltd, a new joint venture to deliver most of the services previously provided by its Development Services Directorate.

Urban Vision is a multi disciplinary Joint Venture Company which provides the full range of professional services in connection with the built environment and has the capacity and capability to deliver a wide range of professional development regeneration consultancy services.

The Council owns 199 £1 ordinary shares, equivalent to 19.9% of share capital.  One of the seven directors on the board represents the Council.  The Council also has certain powers of veto over the operation of Urban Vision.

Urban Vision Partnership Ltd has been incorporated into the group accounts of the Council as an associate.  As Urban Vision's financial year runs from 1 January to 31 December interim accounts have been produced and consolidated using management accounts for the periods January to March.

Further information and details of financial statements can be obtained from the Company Secretary, Urban Vision Partnership Ltd., Emerson House, Albert Street, Eccles, Manchester M30 0TE.

Joint ventures 
Higher Broughton (GP) Ltd
The principal activity of the company is to manage the business of the Higher Broughton Partnership LP.

The Council owns 19% of the shares in Higher Broughton (GP) Ltd through its subsidiary HBI2.  Three of the seven directors on the board represent the Council.

Higher Broughton (GP) has incorporated into the group accounts of the Council as a joint venture.  The company's financial year runs from 1 January to 31 December, but to date all in-year transactions of the project go through the Limited Partnership accounts, so the accounts for this company have not changed between 31 December 2007 and 31 March 2008 and the published accounts have been used in the consolidation.

Further information and details of financial statements can be obtained from the Company Secretary, Higher Broughton (GP) Ltd., 35 St. Paul's Square, Birmingham, B3 1QX.

Authority's share in its subsidiaries and associates 
The following table identifies the authority's aggregate share in its subsidiaries and associates.

	
	Subsidiaries

£000s
	Associates

£000s

	Turnover

Fixed assets

Current assets

Liabilities due within one year 

Liabilities due after one year
	33,978
52

5,878

(4,387)
-
	3,940
0

96

(20)
-


Group income and expenditure account for the year ended 31 March 2008
	2006/07
	
	2007/08
	2007/08
	2007/08
	Notes

	
	
	Gross

Expenditure
	Income
	Net

Expenditure
	

	£000s
	
	£000s
	£000s
	£000s
	

	3,612 
	 Central services to the public
	30,203
	(26,441)
	3,762
	

	48,179 
	 Cultural, environmental & planning services
	118,657
	(58,794)
	59,863
	

	21,430
	 Children’s and educational services
	244,760
	(196,250)
	48,510
	

	31,085 
	 Highways, roads and transport services
	38,714
	(10,517)
	28,197
	

	7,022 
	 Housing services
	121,593
	(115,617)
	5,976
	

	82,573 
	 Adult social services
	107,991
	(52,415)
	55,576
	

	5,870 
	 Corporate & democratic core
	6,295
	(643)
	5,652
	

	232 
	 Non-distributed costs
	7,197
	0
	7,197
	1

	6,405 
	 Exceptional items
	3,202
	0
	3,202
	

	(14,795)
	 Housing revenue account
	73,285
	(92,344)
	(19,059)
	2

	191,643 
	
	
	
	
	

	(716)
	 Share of the operating results of associates
	- 
	- 
	12
	3

	- 
	 Share of the operating results of joint ventures
	
	
	
	

	
	
	
	
	
	

	190,927
	 Net cost of services
	
	
	 
	

	
	
	
	
	
	

	(491)
	 (Gains) or losses on disposal of assets not  included within individual services
	
	
	
	4

	- 
	 Share of associates profits or losses on disposal  of fixed assets
	
	
	
	

	686 
	 Trading account (surpluses) and deficits
	
	
	
	5,6

	33,175 
	 Interest payable
	
	
	
	

	162 
	 Share of interest payable by associates and joint  ventures
	
	
	
	7

	16,923 
	 Contribution of housing capital receipts to  government pool
	
	
	
	

	(1,250)
	 Dividend income
	
	
	
	

	396 
	 Investment (gains)/losses
	
	
	
	

	(3,135)
	 Interest & investment income
	
	
	
	8

	(25)
	 Share of interest and investment income of  associates and joint ventures
	
	
	
	9

	(399)
	 Pensions interest cost and expected return on  pensions assets
	
	
	
	10

	18 
	 Taxation of group entities
	
	
	
	11

	68 
	 Share of taxation of associates
	
	
	
	12

	237,055 
	 Net operating expenditure
	
	
	
	

	
	
	
	
	
	

	(77,343)
	 Demand on collection fund
	
	
	
	

	(18,097)
	 Revenue support grant
	
	
	
	

	(93,750)
	 Distribution from NNDR pool
	
	
	
	

	(1,796)
	 PFI support grant
	
	
	
	

	(1,207)
	 LABGI scheme grant
	
	
	
	

	
	
	
	
	
	

	44,862 
	 (Surplus)/deficit for the year
	
	
	
	


Reconciliation of the single entity deficit to the group deficit for the year ended 31 March 2008
	2006/07
£000s
	
	2007/08
£000s
	Notes

	44,552 
	(Surplus)/deficit on the authority Income and Expenditure
	
	

	861 
	Less:  dividend income from the group entities
	
	6

	45,413 
	(Surplus)/deficit on the group income and expenditure account attributable to the authority
	
	

	
	
	
	

	(40)
	(Surplus)/deficit attributable to subsidiaries
	
	13

	(511)
	(Surplus)/deficit attributable to associates
	
	14

	- 
	(Surplus)/deficit attributable to joint ventures
	
	

	44,862 
	(Surplus)/deficit for the year on the group income and expenditure account
	
	


Group statement of total recognised gains and losses for the year ended 31 March 2008
	2006/07
	
	2007/08
	Notes

	£000s
	
	£000s
	£000s
	

	44,862
	Net (surplus)/deficit on the group income & expenditure account
	
	
	

	
	Surplus/(deficit) on revaluation of fixed assets
	
	
	

	(135,467)
	  On single entity statements
	
	
	

	(266)
	  Attributable to associates
	
	
	15

	(135,733)
	
	
	
	

	156 
	UK corporation tax on realised gain on revalued property
	
	 
	16

	
	Actuarial (gains)/losses on pension fund assets and liabilities
	
	
	

	(51,400)
	  On single entity statements
	
	
	

	(3,378)
	  Attributable to subsidiaries
	
	
	17

	(54,778)
	
	
	
	

	
	Any other (gains)/losses
	
	
	

	(885)
	  Collection fund
	
	
	

	
	
	
	
	

	(146,378)
	Total Group recognised (gains)/losses for the year
	
	
	

	
	
	
	
	

	24 
	  Dividend payment by associate
	
	
	18

	
	
	
	
	

	
	
	
	
	

	(146,354)
	Total movement in Group Reserve for year
	
	
	


Group balance sheet as at 31 March 2008
	2006/07
	
	2007/08
	Notes

	£000s
	
	£000s
	£000s
	

	
	
	
	
	

	301 
	Intangible assets
	
	
	19

	
	Tangible fixed assets
	
	
	

	
	Operational Assets
	
	
	

	881,104 
	    Council dwellings
	
	
	

	248,617 
	    Other land and buildings
	
	
	

	9,026 
	    Vehicles, plant & equipment
	
	
	20

	61,220 
	    Infrastructure assets
	
	
	

	1 
	    Community assets
	
	
	

	
	
	
	
	

	
	Non-operational Assets
	
	
	

	46,840 
	     Investment properties
	
	
	

	29,108 
	     Assets under construction
	
	
	

	70,036 
	     Surplus assets held for disposal
	
	
	

	1,345,952
	
	
	
	

	
	
	
	
	

	
	Long-term investments
	
	
	

	913
	    Share in net assets of associates
	
	
	21

	20,382
	    Other long-term investments
	
	
	22

	1,499
	    Stock discount
	
	
	

	30,136
	    Debt rescheduling premiums
	
	
	

	6,723
	    Deferred consideration
	
	
	

	15,169
	    Long-term debtors
	
	
	

	1,421,075
	Total long-term assets
	
	
	

	
	
	
	
	

	
	Current assets
	
	
	23

	827 
	    Stock, WIP and stores
	
	
	

	73,797 
	    Debtors and prepayments
	
	
	

	37,738 
	    Short-term investments
	
	
	

	11,906 
	    Cash
	
	
	

	124,268 
	
	
	
	

	
	
	
	
	

	
	Current liabilities
	
	
	24

	(51,103)
	    Borrowing repayable within one year
	
	
	

	(75,543)
	    Creditors & receipts in advance
	
	
	

	(6,333)
	    Provision
	
	
	

	(10,720)
	    Cash overdrawn
	
	
	

	(143,699)
	
	
	
	

	
	
	
	
	

	    (19,431) 
	Net current assets/(liabilities)
	
	
	

	
	
	
	
	

	1,401,644 
	Total assets less current liabilities
	
	
	

	 
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	Group balance sheet contd…

	2006/07
	
	2007/08
	Notes

	£000s
	
	£000s
	£000s
	

	
	Long-term liabilities
	
	
	

	(468,634)
	    Borrowing repayable within a period in excess of 12     months
	
	
	

	(16,131)
	    Deferred liabilities
	
	
	

	(106,741)
	    Government grants deferred
	
	
	

	(1,951)
	    Debt rescheduling discounts
	
	
	

	 
	    Provision for liabilities and charges
	
	
	

	(1,418)
	      Lowry receipt in advance
	
	
	

	(11,866)
	      Insurance fund
	
	
	

	(152,605)
	    Liabilities related to defined benefit pension scheme
	
	
	25

	(759,346)
	
	
	
	

	642,298 
	Net Assets
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	Financed by:
	
	
	

	614,343 
	   Fixed asset restatement account
	
	
	

	139,820 
	   Capital financing account
	
	
	

	5,722 
	   Usable capital receipts reserve
	
	
	

	2,717 
	   Deferred capital receipts
	
	
	

	3,270 
	   Housing revenue account
	
	
	

	(147,800)
	   Pensions reserves
	
	
	

	9,880 
	   Other reserves
	
	
	26

	0 
	   Group revaluation reserves
	
	
	27

	898 
	   Group profit and loss and other reserves
	
	
	28

	13,448 
	   General fund reserve
	
	
	

	642,298 
	Total group balances and reserves
	
	
	

	
	
	
	
	


Group cash flow statement
	2006/07
	
	2007/08
	Notes

	£000s
	
	£000s
	£000s
	

	
	
	
	
	

	(48,985)
	Net cash inflow from revenue activities
	
	(71,399)
	29,31,30

	
	
	
	
	

	
	Dividends from joint ventures and associates
	
	
	

	(861)
	Dividends received
	
	(80)
	

	
	
	
	
	

	
	Returns on investments and servicing of finance
	
	
	

	
	Cash outflows:
	
	
	

	30,436 
	   Interest paid
	33,122
	
	

	
	
	
	
	

	
	Cash inflows:
	
	
	

	(2,428)
	   Interest received
	(2,834)
	
	

	(1,250)
	   Dividend income
	(1,250)
	
	

	26,758 
	
	
	29,038
	

	
	
	
	
	

	18 
	Taxation
	
	34 
	

	
	
	
	
	

	
	Capital activities
	
	
	

	
	Cash outflows:
	
	
	

	81,396 
	   Purchase of fixed assets
	68,398
	
	

	805 
	   Purchase of long-term investment
	1,571
	
	

	36,089 
	   Other capital cash payments
	38,390
	
	

	
	
	
	
	

	
	Cash inflows:
	
	
	

	(26,753)
	   Sale of fixed assets
	(22,116)
	
	

	(41,694)
	   Capital grants received
	(51,092)
	
	

	(1,594)
	   Other capital cash receipts
	(735)
	
	

	- 
	   Sale of long-term investments
	-
	
	

	48,249 
	
	
	34,416
	

	
	
	
	
	

	25,179 
	Net cash inflow/outflow before financing
	
	(7,991)
	

	
	
	
	
	

	
	Management of liquid resources
	
	
	

	(11,412)
	Net increase/(reduction) in short-term deposits
	(35,074)
	
	

	- 
	Net increase/(reduction) in other liquid resources
	-
	
	

	(11,412)
	
	
	(35,074)
	

	
	
	
	
	

	
	Financing
	
	
	

	
	Cash Outflows:
	
	
	

	112,157 
	   Repayments of amounts borrowed
	587,798
	
	

	
	
	
	
	

	
	Cash inflows:
	
	
	

	(6,996)
	   New long-term loans
	(52,975)
	
	

	(116,805)
	   New short-term loans
	(567,730)
	
	

	(11,644)
	
	
	(32,907)
	

	
	
	
	
	

	
	
	
	
	

	2,123 
	Net (increase)/reduction in cash

	
	(5,824)
	

	
	
	
	
	


Notes to group accounts
1.
Non-distributed costs

The past service cost including an adjustment due to a change in the estimation of the number of people electing to take additional tax free cash in relation to subsidiary NPHL's pension scheme exchange for part of their pension is included in this line.

2.
Housing revenue account

The operating expenditure and income of the subsidiary NPHL including FRS17 current service pension cost, has been included within the Housing Revenue Account.


Intragroup transactions between the Council and NPHL have been removed from the income and expenditure figures of both accounts.  NPHL's adjusted income is £     m (£11.116, in 2006/07) and adjusted expenditure is £     m (£38.800m in 2006/07)

3.
Share of the operating results of associates

This includes the percentage share of operating results for the associate companies: Chapel Wharf Ltd - Loss of £      (loss of £12,000 in 2005/06); Higher Broughton Partnership LP - Profit of £      (profit of £512,000 in 2006/07); Salford Hundred Venture Ltd – Loss of £      (loss of £17,000 in 2006/07) and Urban Vision Partnership Ltd. - Profit of £      (£233,000 in 2006/07)

4.
Gains or losses on disposal of assets

The gain included in the 2005/06 statements has been reduced to zero due to the decision to revalue assets at disposal and hence only recognise gains and losses where disposal proceeds differ significantly from this market value.

5.
Trading account surpluses and deficits

The trading expenditure figures of NPHL in relation to their operating leases are incorporated in this line.  

6.
Dividends received from associates


Dividends received by the Council from its associate Chapel Wharf have been removed from trading account surpluses and deficits on consolidation.

7.
Share of interest payable by associates

This figure represents the Council's share of the interest payable by its associates - Chapel Wharf Ltd £      (£7,000 in 2006/07) and Higher Broughton Partnership LP.  £      (£155,000 in 2006/07)

8.
Interest and investment income

Interest and investment income of the subsidiary NPHL has been incorporated - £      (£81,000 in 2006/07)

9.
Share of interest and investment income receivable by associates

This figure represents the Council's share of the interest receivable by its associate Chapel Wharf Ltd. £      (£19,000 in 2006/07), Higher Broughton Partnership LP £1,000 and Salford Hundred Venture Ltd £      (£5,000 in 2006/07)
10.
Defined benefit pension scheme

NPHL operates the same Local Government Pension Scheme (LGPS) for its employees as that operated by Salford City Council.  


FRS17 figures for NPHL are included in the group income and expenditure account as set out below, based on a valuation of NPHL's portion of the Greater Manchester Pension Fund LGPS as at 31 March 2006 by the fund's actuary, Hymans Robertson.

	
	2006/07
	2007/08

	
	£000s
	£000s

	
	
	

	Within net cost of services:

HRA: current service cost
	2,607 
	

	
	
	

	Central services:
past service cost
	105  
	

	

impact of settlements and curtailments
	-  
	

	
	
	

	Gain on commutation
	(831) 
	

	Within net operating expenditure:
	
	

	
interest cost
	2,625 
	

	
expected return on assets in the scheme
	(2,924)
	

	Within amounts met from government grants and local taxes:
	
	

	
movement on pension reserve
	35
	

	Net effect
	1,617 
	

	
	
	

	Actual amount of employer's contributions payable to scheme
	1,617 
	


11.
Taxation of group entities

This figure represents the Council's share of the corporation tax due by its subsidiary, NPHL.

12.
Share of taxation of associates

This figure represents the Council's share of the Corporation Tax due by its associates - Chapel Wharf Ltd £     (£1,000 in 2006/07) and Urban Vision Partnership Ltd - £      (£29,000 in 2006/07), and the tax relief due to its associate – Salford Hundred Venture Ltd £      (Tax relief due of £2,000 in 2006/07). along with an estimation of the tax liability in relation to the Council's share of the profits made by Higher Broughton Partnership LP.  The ultimate liability in relation to the Higher Broughton Partnership may prove to be less than this estimate due to a preferential profit share agreement but, as the effects of this cannot yet be confirmed, no reduction has been included on the basis of prudence.

13.
(Surplus)/deficit attributable to subsidiaries

This figure represents the amount of the total Group deficit attributable to the Council's subsidiary company, NPHL a surplus of £      (a surplus of £40,000 in 2006/07).

14.
(Surplus)/deficit attributable to associates

This figure represents the amount of the total Group deficit attributable to the Council's associate companies:  Chapel Wharf Ltd - surplus of £      (£26,000 in 2006/07); Higher Broughton Partnership LP - surplus of £     (surplus of £292,000 in 2006/07); Salford Hundred Venture Ltd – deficit of £      (deficit of £10,000 in 2006/07) and Urban Vision Partnership Ltd. - surplus of £      (£203,000 in 2006/07).

15.
Surplus on revaluation of fixed assets attributable to associates

This reflects the revaluation on disposal of the assets of Chapel Wharf in line with the Council's accounting policies.

16.
UK corporation tax on realised gain on revalued property

This represents the corporate tax liability of the associate Chapel Wharf arising from the sale of properties that had previously been revalued.

17.
Actuarial gains/(losses) on pension fund assets and liabilities attributable to subsidiaries

This figure represents the amount of the actuarial gain for the year attributable to the Council's subsidiary, NPHL £     m (a gain of £3.378m in 2006/07).

18.
Dividend payment by associate

This is included as a memorandum item to complete the reconciliation between the movement in the group balances and reserves with the net deficit on the group income and expenditure account.  The figure represents the difference between the Council's net share of the dividend paid out by its associate Chapel Wharf and the dividend received by the Council.

19.
Intangible assets

No goodwill arose in respect of the subsidiaries as the authority set up the companies and retained ownership of the fixed assets.

20.
Vehicles, plant and equipment

This figure includes the fixed assets of the subsidiary entity NPHL £      (£69,000 2006/07)

21.
Share in net assets of associates

This figure represents the Council's share of the net assets or liabilities of its associate companies.  Chapel Wharf Ltd - net assets of £      (£179,000 in 2006/07), Higher Broughton Partnership LP - net assets of £      (net assets of £159,000 in 2006/07) Salford Hundred Venture Ltd net assets of £      (£130,000 in 2006/07) and Urban Vision Partnership Ltd. - net assets of £      (£445,000 in 2006/07).

22.
Other long-term investments


Investments figure is the figure in the Salford single entity accounts adjusted to exclude amounts invested in associates and joint ventures.

23.
Current assets

The current assets in this figure have incorporated the assets of the subsidiary NPHL £     m (£2.145m 2006/07), and intragroup debtors have been removed from the Council's and NPHL's figures.

24.
Current liabilities

The current liabilities in this figure have incorporated the liabilities of the subsidiary NPHL £     m (£2.195m in 2006/07) and intragroup creditors have been removed from both the Council's and NPHL's figures.

25.
Pensions scheme liability

The present value of subsidiaries NPHL and Salix Homes Ltd. net pension liability in relation to their share of the GMPF LGPS are included.  They comprise of:

	NPHL
	2006/07

£000s
	2007/08

£000s

	Estimated assets
	48,871 
	35,080

	Present value of scheme liabilities
	(53,676)
	(34,919)

	Net liability
	(4,805)
	161


	Salix Homes Ltd
	2007/08

£000s

	Estimated assets
	7,785

	Present value of scheme liabilities
	(8,283)

	Net liability
	(498)



The movement on subsidiaries NPHL and Salix Homes Ltd. net pension liability are set out below.

	NPHL
	2006/07

£000s
	2007/08

£000s

	Opening surplus/(deficit)
	(8,218)
	(4,805)

	Current service cost
	(2,607)
	(1,596)

	Employer contributions
	1,617 
	1,105

	Past service costs
	(105)
	(283)

	Impact of settlements and curtailments
	- 
	2,809

	Net return on assets
	299 
	544

	Gain on commutation
	831 
	

	Actuarial gains/(losses)
	3,378 
	

	Closing surplus/(deficit)
	(4,805)
	161


	Salix Homes Ltd
	2007/08

£000s

	Opening surplus/(deficit)
	(1,385)

	Current service cost
	(596)

	Employer contributions
	425

	Past service costs
	-

	Impact of settlements and curtailments
	-

	Net return on assets
	24

	Gain on commutation
	

	Actuarial gains/(losses)
	

	Closing surplus/(deficit)
	(498)



The actuarial gains and losses are further analysed below, expressed as absolute figures and as a percentage of total assets or liabilities.

	NPHL
	2003/04

£000s

% of fund

assets/ (liabilities)
	2004/05

£000s

% of fund

assets/ (liabilities)
	2005/06

£000s

% of fund

assets/ (liabilities)
	2006/07

£000s

% of fund

assets/ (liabilities)
	2007/08

£000s

% of fund

assets/ (liabilities)

	Differences between the expected and actual return on assets
	4,483

14.1%
	1,575

4.5%
	5,579

12.6%
	297

0.6%
	(3,941)
(11.2%)

	Differences between actuarial assumptions about liabilities and actual experience
	1,310

4.6%
	(2,306)

(5.7%)
	36

0.1%
	54

0.1%
	(1,791)
(5.1%)

	Changes in the demographic and financial assumptions used to estimate liabilities
	-

-
	(8,288)

(20.3%)
	(7,374)

(14.1%)
	3,858

7.2%
	

	
	5,793
	(9,019)
	(1,759)
	4,209
	2,387


	Salix Homes Ltd
	2007/08

£000s

% of fund

assets/ (liabilities)

	Differences between the expected and actual return on assets
	(943)

(12.1%)

	Differences between actuarial assumptions about liabilities and actual experience
	3

0.0%

	Changes in the demographic and financial assumptions used to estimate liabilities
	

	
	1,034


26.
Other reserves

Other reserves includes the accumulated loss incorporated from the subsidiary NPHL of £     m (£4.689m in 2006/07)

27.
Group revaluation reserve

This line represented the Council's share of the revaluation reserve of its associate, Chapel Wharf Ltd. which was reduced to zero in 2006/07 when the revaluations were realised on the sale of the assets.

28.
Group profit and loss and other reserves

The figure includes the Council's share of the accumulated profits and losses made by the associated companies Chapel Wharf Ltd, Higher Broughton Partnership LP, Salford Hundred Venture Ltd and Urban Vision Partnership Ltd., £      in aggregate (£845,000 in 2006/07)


It also includes the Council's share of Chapel Wharf Ltd's Capital Redemption Reserve - £     
29.
Cash flow statement


The group cash flow statement summarises the inflows and outflows of cash arising from transactions with parties outside the group.

30.
Revenue activities

The surplus on the group income and expenditure account includes transactions that do not result in cash flows.  The following table identifies these transactions and reconciles the surplus shown on the group income and expenditure account with the actual net revenue cash flows shown in the group cash statement.

	
	2006/07
	2007/08

	
	£000s
	£000s
	£000s

	Deficit as per group income and expenditure account
	44,862
	
	38,790

	
	
	
	

	Exclusion contributions of group entities
	551 
	
	

	Contribution from subsidiary
	322 
	
	

	
	873 
	
	

	
	
	
	

	Dividend income
	1,250 
	
	

	Interest paid
	2,347 
	
	

	Interest received
	(30,274)
	
	

	
	(26,677)
	
	

	Non-cash transactions
	
	
	

	  - major repairs allowance
	(16,270)
	
	

	  - premiums and discounts written down to revenue
	(4,043)
	
	

	  - depreciation
	(19,806)
	
	

	  - deferred charges to services
	(6,130)
	
	

	  - pensions adjustments
	(6,864)
	
	

	  - other non-cash movements
	(2,774)
	
	

	
	(55,887)
	
	

	Items on an accruals basis
	
	
	

	  - increase/(reduction) in stock
	(357)
	
	

	  - increase/(reduction) in revenue debtors
	(2,304)
	
	

	  - increase/(reduction) in revenue deferred credits
	(1,039)
	
	

	  - (increase)/reduction in revenue creditors
	(8,456)
	
	

	
	(12,156)
	
	

	
	
	
	

	Net cash flow from revenue activities
	(48,985)
	
	


31.
Prior year adjustments - NPHL


An adjustment to NPHL's operating costs of £44,000 in their 2005/06 accounts during their audit has altered the Housing Revenue Account expenditure, the balance of other reserves and the net cash flow from revenue activities in the group accounts 2005/06 comparative figures.

Annual governance statement
1
Scope of responsibility

Salford City Council is responsible for ensuring that its business is conducted in accordance with the law and proper standards, and that public money is safeguarded, 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, facilitating the effective exercise of its functions, and which includes arrangements for the management of risk. 

Salford City Council has approved and adopted a code of corporate governance, which is consistent with the principles of the CIPFA/ SOLACE framework Delivering Good Governance in Local Government.  A copy of this code can be obtained from the City Solicitor (Monitoring Officer).  This statement explains how the Council has complied with the code and also meets the requirements of regulation 4(2) of the Accounts and Audit Regulations 2003 as amended by the Accounts and Audit (Amendment) (England) Regulations 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, and culture and values, by which the authority is directed and controlled and activities through which it accounts to, engages with, and leads the community.  It enables the Authority to monitor the achievement of its strategic objectives and to consider whether those objectives have led to the delivery of appropriate, cost effective services.

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 Salford City Council for the year ended 31 March 2008 and up to the date of approval of the annual report and accounts.

3
The governance framework         

The Council’s control environment encompasses the strategies, policies, plans, procedures, structures, processes, attitudes, behaviour and actions required to deliver good governance for the people of Salford.  The key elements of good governance arrangements in Salford City Council are:

Communicating the authority’s vision 
The Council’s strategic objectives have been identified as pledges, each underpinned by a number of specific sub-pledges.  These have been aligned to establish a clear link between central government priorities, the priorities for the Council as identified with its partners, involvement of the local community, and the work of the Council.

A Portfolio Management Group, which consists of the Chief Executive and other senior officers, has been established to oversee all major change programmes within the investment portfolio and to ensure they are aligned with each other and with the strategic objectives of the Council.

Ensuring quality outcomes and efficient use of resources 
All directorates have their own service plans and balanced scorecards that contain the key actions and performance targets necessary to deliver the strategic objectives.
The Council has an electronic performance management framework that enables monitoring of performance against service plans and balanced scorecards.  The Council’s priorities and pledges are clearly linked to planned activities and national and local  performance indicators.  Performance against these is monitored through regular reporting to directorate performance meetings which are attended by the Council’s leadership and the strategic director and lead member for that area.  Performance targets and outcomes are reported to stakeholders in the annual best value performance plan.  This plan is legally required to be produced by the Council on an annual basis, setting out performance targets for the year and reporting on the previous year’s performance against these targets.
The Council seeks to obtain value for money through effective procurement arrangements.  It is the intention of the Council to further enhance these arrangements by making the most of e-procurement across all of the Council’s directorates.
The procurement strategy sets out the aims and objectives for the Council's procurement effort.  This is supported by an action plan, a procurement manual, a procurement officers' group drawn from all directorates and a procurement capacity building programme.
The Council has an approved risk management strategy that enables it to effectively assist the achievement of its objectives, alongside national and local performance indicators. 
A Corporate Governance and Risk Management Group has been established and a corporate risk management framework has been produced that allows for the identification and management of the Council’s risks. Members and strategic directors consider strategic risks, with operational issues devolved to directorate level.  

A One Council Management Team (OCMT) has been established, under the chairmanship of the Director of Change, which has the responsibility of ensuring the effectiveness of all of the Council’s activities on behalf of the Chief Executive and strategic directors on the corporate management team.  The City Treasurer (s151 officer) and the City Solicitor (Monitoring Officer) are members of this team.
The Council identifies efficiencies and monitors their implementation primarily through its budget strategy and monitoring processes.  Also, since the Gershon review report in July 2004, it has aligned these processes with the principles and guidance issued by the Government.  A "Think Efficiency" initiative under the direction of a Cabinet sub-group has been established to provide greater focus and priority to the identification and delivery of further efficiencies.   
Facilitation of policy and decision making 
The Council has agreed a constitution that sets out how it operates, how decisions are made, and the procedures that are followed to ensure that these are efficient, proportionate, transparent, and accountable.  This constitution is regularly reviewed and a review was performed during 2007/8.  As a result of this review amendments have been proposed to further strengthen the constitution in 2008/9.
There is a scheme of delegation that clearly sets out the levels at which decisions can be made.
Decisions taken under delegated powers are recorded electronically and are reported on a regular basis to the relevant scrutiny committee.  Meetings of these committees are forward-planned, publicised and open to the public.
The forward plan contains the key decisions that the Council proposes to make.  The forward plan is published every month and covers the four months’ period commencing on the first day of each month. The forward plan is available for public inspection 14 days before the beginning of each month.
Developing, communicating and embedding codes of conduct 
Members have, in accordance with the Local Government Act 2000, adopted the national code of conduct.  Employees are governed by a local code of conduct.  There is a members and officers relationship protocol, which represents best practice.

Financial management of the Council 

The system of financial management within the authority is structured through standing orders and financial regulations which are in accordance with CIPFA’s guidance.  A framework of regular management information, administrative procedures (including division of duties), management supervision, and a system of delegation and accountability support these.  Such procedures seek to ensure that transactions are authorised and that material errors or irregularities are either prevented or would be detected within a timely period.
Maintenance of the system of financial control is undertaken by managers at directorate and corporate level, with reports to lead members, scrutiny, cabinet and Council.
Schools’ expenditure is a significant commitment for the Authority.  The Statement on Internal Control (SIC) forms part of the Financial Management Standard in Schools (FMSiS) requirements.  The Schools are required to assess the processes that are in place to ensure effective financial management of the school and its resources.  The statement is signed by the head teacher, chair of the governing body and the chair of the finance committee.
The statement provides the s151 officer reasonable assurance that all the funds managed by a school have been properly controlled and accounted for. 

Internal audit and the audit committee 
The Council maintains an internal audit section, which operates to the standards set out in the Code of Practice for Internal Audit in Local Government in the UK, published by CIPFA.
Internal audit is responsible for monitoring the quality and effectiveness of systems of internal control and, where relevant, making recommendations for improvement.  The implementation of recommendations is subsequently checked by internal audit.
Internal uudit has direct access and reporting lines to all senior management, including the Chief Executive and chair of the audit committee.  Internal audit formally reports on its activity to the Council’s executive, providing an opinion on the overall adequacy and effectiveness of the Council’s internal control environment.
As part of the audit review cycle, internal audit undertakes a programme of reviews that cover the main financial systems.
The audit committee meets on a regular basis, at least quarterly, to receive the reports of both internal and external audit and has the power to refer matters of concern to the overview and scrutiny committees and to require a response. 

Ensuring compliance with established policies, procedures, laws and regulations 
Strategic directors are responsible for ensuring that they establish and maintain effective systems of internal control, complying with legislation, the Council’s  constitution, standing orders, and financial regulations. This includes responding to recommendations by inspectorates.

The respective roles of the section 151 officer and the monitoring officer ensure legality, financial prudence, and transparency in transactions.

The Council also places reliance on external assurance providers, such as the Audit Commission, OFSTED, and CSCI, and any recommendations arising are acted upon and monitored through the scrutiny process.  The Council has a public complaints procedure that allows the Local Government Ombudsman to investigate and report its findings.  This ensures that lessons can be learned to prevent repeated occurrences.

The standards committee takes a proactive approach to ensuring high levels of good governance, ethical behaviour and transparency throughout the Council’s decision making processes. 

Procedures for whistle-blowing and for receiving and investigating complaints 

A strong ethical and performance framework is in place to enable officers and members of the Council to operate effectively in their respective roles, which allows the pursuit of excellence in service delivery. The Council has formalised an anti-fraud and anti-corruption strategy, which provides measures to enable confidential public and officer concerns to be raised with the Council. 

The Council has established an investigations panel, whose primary role is to review and monitor progress in the investigation of cases of misappropriation and impropriety, and to ensure that such matters are managed with due regard to the Council's policies and procedures. 

In addition, a formal complaints policy exists to deal with other matters of public concern regarding the services provided by the Council.

Ensuring development needs for members and senior officers are met  

The Council is committed to developing the skills of both members and senior officers in order to enable a continuous improvement in the services provided. 

All officers are covered by the performance appraisal system which ensures that their performance and development needs are reviewed on a regular basis.  A full training programme is in place which links directly to the performance objectives for each grade of officer.

A full training programme for members has been designed to ensure they have all the necessary skills and legislative training. 

Engagement and consultation with the community 
The Council is fully committed to community engagement and consultation. The authority works in close partnership with many community and voluntary groups to ensure effective delivery of its services. 

Partnership arrangements 

The Council currently delivers a wide range of services which often involve working in partnership with others, many of which involve considerable levels of funding. 
It is a requirement of the Statement of Recommended Practice (SORP) 2006 that, “Where an authority is in a group relationship with other entities and undertakes significant activities through the group, the review of the effectiveness of the system of internal control should include its group activities.”
Internal audit is responsible for monitoring the quality and effectiveness of systems of internal control within group activities and where relevant, making recommendations for improvement. The implementation of recommendations is subsequently checked by internal audit.  
Work has also been undertaken to ensure that a strong control environment is in place by the partnerships’ external auditors as part of their own financial reporting requirements.

4
Review of effectiveness 
Salford City 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 the strategic directors within the Council who have responsibility for the development and maintenance of the governance environment, the Head of Internal Audit’s annual report, and also by comments made by the external auditors and other review agencies and inspectorates.
The authority has invested heavily in reviewing its governance framework and takes seriously the requirement to demonstrate its effectiveness.  All areas and suggested sources of evidence have been reviewed in accordance with the guidance issued on preparing this statement.  Evidence has been gathered across all of the Council’s directorates, and also in areas where the Council undertakes significant activities through group relationships, to ensure that controls are operating effectively across all areas.
In producing the annual governance statement (AGS), the Council has established a management group with responsibility for overseeing the production of evidence, evaluating the information supplied, and preparing the actual statement. The management group is also responsible for monitoring progress against the agreed action plan when any issues have been identified.
The process that has been applied in maintaining and reviewing the effectiveness of the system of governance includes:

· For performance management, a comparator action plan monitoring and reporting system is in place.  This highlights the direction of travel and likelihood of meeting the performance targets, with any corrective actions identified.

· The Council operates overview and scrutiny committees. Scrutiny committee and members can “call in” any decision that has been made but not yet implemented, to enable them to consider whether the decision is appropriate. 

· An audit committee is in place which is recognised as good practice.  In line with CIPFA best practice guidance, the audit committee perform an annual self-assessment of their own effectiveness and act on recommendations identified.

· Internal audit is responsible for monitoring the quality and effectiveness of systems of internal control.  A risk model is used to formulate the annual work programme that is approved by the Audit Committee.  The internal audit section is subject to regular inspection by the Audit Commission who place reliance on the work carried out by the section.

· The internal audit section is subject to regular scrutiny by the audit committee which approves the annual plan and the audit work produced.  The work of the Internal Audit section is also subject to quality review by the directorates for whom the work is performed. 

· The system of internal audit within the authority is reviewed annually against the CIPFA Code of Practice for Internal Audit in the United Kingdom (2006)

· The standards committee, with an independent chair and two independent members, regulates and oversees the national code of conduct and the members’ and officers’ protocol.

· The City Solicitor (the monitoring officer) has a duty to monitor and review the operation of the constitution to ensure its aims and principles are given full effect and also ensure high standards of ethical governance are maintained.  He reports regularly to the standards committee and also has responsibility for ensuring lessons are learnt from corporate complaints and local ombudsman enquiries received 

· Each year, the corporate governance and risk management group reviews the corporate risk management framework to ensure its continued relevance to the Council.  The corporate risk management group receives quarterly updates to the risk registers bringing their attention to significant risks.  Risk registers are recorded and reviewed via the performance management framework system.
· The City Treasurer is the designated section 151 officer and reports regularly on the discharge of those statutory duties, and is the responsible officer for money laundering.

The audit committee has been advised on the implications of the result of reviews of the effectiveness of the governance framework by our internal and external advisors, and a plan to address any weaknesses and ensure continuous improvement of the system is in place.     

5
Significant internal control issues
The management group and members of the Council have considered the evidence provided by strategic directors with regards to the production of the annual governance statement. 
In previous years the statement on internal control identified items which required improvement, and the council has taken significant action to address those issues in particular a considerable amount of work has been done in the areas of governance of partnerships and also in the areas of officer and member training and development.
There were no significant issues affecting the Council’s governance framework however the Council is constantly looking to improve their governance framework and so has identified a number of actions needed to further strengthen existing systems:

· A revised and updated whistle-blowing policy will be introduced during 2008, which will be accompanied by an investment in a refreshed awareness publicity campaign
· During 2007/08 the Council took part in an Audit Commission pilot of an audit process to review the governance system within the authority. The results of this audit are expected during 2008/09 and action will be taken to address any weaknesses or opportunities identified
· A new training plan for members has been produced and this will be fully implemented in 2008
· A project is in place to strengthen and formalise existing programme management standards and protocols

· A database which will record the detail of all the Council’s significant partnerships and an associated risk scoring system has been developed.  A project to fully populate this database is in place

· Enhanced risk management training has been devised to replace the existing training and this will be rolled out to members and officers during 2008.
6
Leader and Chief Executive statement of assurance
We propose over the coming year to take steps to address the above matters to further enhance our governance arrangements.  We are satisfied that these steps will address the need for improvements that were identified in our review of effectiveness and will monitor their implementation and operation as part of our next annual review.


Barbara Spicer


Chief Executive 


16 June 2008


Councillor John Merry


Leader of Salford City Council


16 June 2008

General and financial statistics
	2006/07
	
	
	2007/08

	£1,370.81 
43.3p

£189.2m

63,722 
	
	Council tax (Band D)

NNDR rate poundage
Total budget requirement

Band D equivalent dwellings for 

council tax

	£1,414.36
44.4p

£198.2m



	12,205

35,146

134,933

18,179

15,896
	
	Population (estimated by the Registrar General from the 2001 census)
Under 5

5-17

18-64

65-74

75 and over
	12,205

35,146

134,933

18,179

15,896

	216,359
	
	Total
	216,359

	
	
	
	

	
	
	
	

	
	
	
	

	9,723
	
	Area (Hectares)
	9,723

	
	
	
	

	
	
	
	

	
	
	
	

	44

8

8

-
	
	Political make-up of Council as at 31 March
Labour

Liberal Democrat

Conservative

Other / Independent


	42
10
8
-



Glossary of financial terms
Actuarial gains and losses
For a defined benefit pension scheme, the changes in actuarial deficits or surpluses that arise because (a) events have not coincided with the actuarial assumptions made for the last valuation or (b) the actuarial assumptions have changed.

Agency services
Services which are performed by or for another authority or public body, where the principal (the authority responsible for the service) reimburses the agent (the authority doing the work) for the cost of the work carried out.

Aggregate external finance (AEF)
The financial support provided by Government for revenue expenditure on services that impact on the Council Tax.  AEF comprises revenue support grant, redistributed national non-domestic rates, and specific grants.

Amortisation

The accounting technique of recognising a cost in the revenue account over a period of years rather than when the initial payment is made.  Its purpose is to charge the cost over the accounting periods that gain the benefit of the item paid for.

Annual efficiency statement (AES)
An annual statement prepared by local authorities to report the gains that they have made through efficiencies and the strategy for achieving future gains.

Appointed auditors
External auditors of local authorities appointed by the Audit Commission.  In the Council's case they are from the Commission's own operations division.

Assets
Items of worth which are measurable in terms of money (value).  Current assets are ones that may change in value on a day-to-day basis (e.g. stocks).  Fixed assets are tangible assets that yield benefit to the Council and the services it provides for a period of more than one year.

Associate

An entity other than a subsidiary or joint venture in which the reporting authority has a participating interest and over whose operating and financial policies the reporting authority is able to exercise significant influence.

Best value performance plan
A plan that shows how well the Council is performing compared with its targets for improvement, across the range of services provided.

Budget requirement
The estimated revenue expenditure on general fund services that need to be financed from the council tax after deducting income from fees and charges, certain specific grants and any funding from reserves.  It is referred to by the Secretary of State for Communities and Local Government when deciding the criteria for capping local authority revenue expenditure.

Business improvement districts (BIDs)
A Government initiative whereby additional services or improvements which are of benefit to the community in a particular area can be funded by a levy raised by an addition to the non-domestic rate.  The Council does not have any BIDs.

Business rates

See under national non-domestic rates (NNDR)

Cabinet

The Cabinet comprises the Leader of the Council, Deputy Leader plus the eight Lead Members.  The Council constitution spells out the roles of individual Cabinet members and details of their respective portfolios.

Capital expenditure
Expenditure on the acquisition of a fixed asset, or expenditure which adds to, and not merely maintains, the value of an existing fixed asset.  Capital expenditure is charged to the revenue account over a number of years via a capital charge.

Capital financing charges
The annual charge to the income & expenditure account in respect of the minimum revenue provision and interest on money borrowed together with leasing rentals.

Capital financing requirement (CFR)

A measure of an authority's underlying need to borrow to finance its investment.  Calculated by aggregating fixed assets, deferred charges, fixed asset restatement account, capital financing account and government grants deferred from the balance sheet.

Capital grants

Grants received towards capital expenditure on a particular service or project.

Capital receipts
Money received from the sale of land or other capital assets, a proportion of which may be used to finance new capital expenditure, subject to the provisions contained within the Local Government Act 2003.

With effect from 1  April 2004 75% of housing dwelling capital receipts and 50% of other housing receipts must be paid to the Secretary of State; the balance is available for financing capital expenditure.

CIPFA

The Chartered Institute of Public Finance and Accountancy, the leading professional accountancy body for public services.

Collection fund
The transactions of the Council as a charging authority in relation to non-domestic rates and council tax.

Community aAssets
These are assets that the Council intends to hold in perpetuity, which have no determinable finite useful life and in addition may have restrictions on their disposal.  Examples include parks, historical buildings not used for operational purposes, works of art, museum exhibits and statues.

Council tax
The main source of local taxation to local authorities.  Council tax is levied on households within its area by the billing authority and the proceeds are paid into its collection fund for distribution to precepting authorities and for use by its own general fund.

Council tax benefit
Assistance provided by billing authorities to adults on low incomes to help them pay their council tax bill.  The cost to authorities of council tax benefit is largely met by government grant.

Creditors
Amounts owed by the Council for goods and services provided where payment has not been made at the date of the balance sheet.

Current service costs

The increase in the present value of a defined benefit pension scheme's liabilities expected to arise from employee service in the current period, ie the ultimate pension benefits "earned" by employees in the current year's employment.

DCFS

Government department for children, families and schools.

Debt charges
A term sometimes used to refer to capital financing costs.

Debtors
Sums of money due to the Council but not received at the date of the balance sheet.

Deferred charges
Items of capital expenditure which may be deferred but which does not result in, or remain matched with assets controlled by the authority.

Defined benefit scheme

A pension or other retirement benefit scheme other than a defined contribution scheme.  Usually, the scheme rules define the benefits independently of the contributions payable and the benefits are not directly related to the investments of the scheme.  The scheme may be funded or unfunded (including notionally funded).

Defined contribution scheme
A pension or other retirement benefit scheme into which an employer pays regular contributions as an amount or as a percentage of pay and will have no legal or constructive obligation to pay further contributions if the scheme does not have sufficient assets to pay all employee benefits relating to employee service in the current and prior periods.

DEFRA
Government Department for Environment, Food and Rural Affairs.

Depreciation

The measure of the wearing out, consumption, or other reduction in the useful economic life of a fixed asset, whether arising from use, the passage of time or obsolescence through technological or other changes.

Direct revenue financing
The method of financing capital expenditure directly from revenue.  The Council may determine that certain capital schemes should be financed in this way or alternatively may include a prescribed sum in the revenue budget for this purpose.

Discretionary benefits
Retirement benefits which the employer has no legal, contractual or constructive obligation to award and which are awarded under the Council’s discretionary powers.

External audit
The independent examination of the activities and accounts of local authorities to ensure the accounts have been prepared in accordance with legislative requirements and proper practices and to ensure the authority has made proper arrangements to secure value for money in its use of resources.

Fair value

The price at which an asset could be exchanged in an arm’s length transaction, less any grants receivable towards the purchase or use of the asset.

Finance lease
A lease of land, buildings or equipment where the substance of the transaction is that the balance of risks and rewards of holding the asset is borne by the lessee.  It is accounted for in a similar manner to borrowing.

Financial regulations
A written code of procedures approved by the authority, intended to provide a framework for proper financial management.  Financial regulations usually set out rules on accounting, audit, administrative and budgeting procedures.

Financial reporting standards (FRSs)

Statements prepared by the Accounting Standards Board to ensure consistency in accountancy matters.  Many FRSs apply to local authorities and any departures must be disclosed in the published accounts.

General fund

The total services of the Council except for the housing revenue account.  The net cost is met by the collection fund, government grants and re-distributed NNDR.

Housing benefit
An allowance to persons on low income (or none) to meet, in whole or part, their rent.  Benefit is allowed or paid by local authorities but Government refunds part of the cost of the benefits and of the running costs of the services to local authorities.  Benefits paid to the authority's own tenants is known as rent rebate and that paid to private tenants as rent allowance.

Housing investment programme (HIP)
Annual submissions by local authorities to Government which outline the strategy for meeting housing needs and details capital spending plans.  HIP submissions are used by the Department for Communities and Local Government as the basis for issuing annual capital guidelines for housing to local authorities. 

Housing revenue account (HRA)
Local authorities are required to maintain a separate account - the housing revenue account - which sets out the expenditure and income arising from the provision of housing.  Other services are charged to the general fund.
HRA Subsidy
A government grant paid to some housing authorities towards the cost of providing, managing and maintaining dwellings and paying housing benefits to tenants.

Income

Amounts due to the Council for goods supplied or services rendered of either a capital or a revenue nature.  This does not necessarily involve a cash payment - income is deemed to have been earned once the goods or services have been supplied even if the payment has not been received (in which case the recipient is a debtor to the Council).

Infrastructure assets

These are assets which generally cannot be sold, from which benefit can be obtained only by continued use of the asset created.  Examples of such assets are highways, footpaths, bridges, water and drainage facilities.

Joint venture

An entity in which the reporting authority has an interest on a longer term basis and is jointly controlled by the reporting authority and one or more other entities under a contractual or other binding arrangement.

Liquid resources
Current asset investments that are readily disposable by the Council without disrupting its activities and are readily convertible to known amounts of cash.

Loan charges
A term sometimes used to refer to capital financing charges.

LOBO (“lender offer borrower option”)

A LOBO is a type of loan instrument.  The borrower borrows a principal sum for the duration of the loan period (typically 20 to 50 years), initially at a fixed interest rate.  Periodically (typically every six months to 3 years), the lender has the ability to alter the interest rate.  Should the lender make this offer, the borrower then has the option to continue with the instrument at the new rate or alternatively to terminate the agreement and pay back the principal sum with no other penalty.

Local area agreements
Government initiative to improve co-ordination between Government and local authorities and their partners, working through local strategic partnerships.

Local authority business growth incentives (LABGI)
Power given under the Local Government Act 2003 to allow local authorities to retain a share of extra revenue raised through national non domestic rates from new business property.

Local authority finance settlement (LAFS)
The product of the annual consultation process between central and local government which sets funding levels for local government in the following year.  LAFS is announced in late November/early December following the Chancellor of the Exchequer's November statement on public expenditure.

Local public service agreements (LPSAs)
Agreements between the government and local authorities to deliver improved outcomes in key areas in return for greater flexibility and rewards for success.

Local schools budget (LSB)
This includes all planned expenditure on maintained schools, ie the expenditure managed centrally by the local education authority and that delegated to schools via the individual schools budget (ISB) funding formula.

Minimum revenue provision (MRP)

The minimum amount which must be charged to an authority’s revenue account each year and set aside as provision for credit liabilities, as required by the Local Government and Housing Act 1989.
National non domestic rate (NNDR) (also known as business rates)

A levy on business property, based on a national rate in the pound applied to the ‘rateable value’ of the property.  The Government determines a national rate poundage each year which is applicable to all local authorities.  Local authorities collect the non-domestic rate but the proceeds are pooled and distributed by the Government on the basis of an authority’s population.

Neighbourhood renewal fund (NRF)
A government initiative introduced in 2001/02 to assist local communities to deliver better outcomes for their most deprived areas.

Net current replacement cost
The cost of replacing or recreating a particular asset in its existing condition and in its existing use, i.e., the cost of its replacement or of the nearest equivalent asset, adjusted to reflect the current condition of the existing asset.

Net debt

The Council’s borrowings less cash and liquid resources.

Net realisable value
The open market value of the asset in its existing use (or open market value in the case of non-operational assets) less the expenses to be incurred in realising the asset.

Office for Standards in Education (Ofsted)
A non-ministerial government department, independent from the DCFS.

Operating lease
A type of lease, usually of computer equipment, office equipment, furniture, etc. where the balance of risks and rewards of holding the asset remains with the lessee.  It is accounted for as a simple rental.

Past service costs
The annual cost of discretionary pension benefits awarded on previous early retirements.

Pension fund
An employees' pension fund maintained by an authority, or group or authorities, in order to make pension payments on retirement of participants; it is financed from contributions from the employing authority, the employee and investment income.

Precept

The amount levied by various authorities (e.g. the Greater Manchester Police Authority) which is collected by the Council on their behalf.

Precepting authorities
Those authorities which are not billing authorities, ie do not collect the council tax and non-domestic rate.  County councils, police authorities and joint authorities are 'major precepting authorities' and parish, community and town councils are 'local precepting authorities'.

Private finance initiative (PFI)
A Government initiative which aims to increase the level of funding available for public services by attracting private sources of finance.  The PFI is supported by a number of incentives to encourage authorities' participation and is normally delivered via a public private partnership (PPP).

Projected unit method
The method used by the actuary to value the Council’s pension liability at a particular date.  The method makes assumptions about mortality rates, salary levels etc and values the liability for:

· the benefits for pensioners and deferred pensioners (i.e. individuals who have ceased to be active members but are entitled to benefits payable at a later date) and their dependants, allowing where appropriate for future increases and

· the accrued benefits for members in service on the valuation date.

Provisions
These are sums set aside to meet liabilities or losses which it is anticipated will be incurred but where the amount and/or the timing of such costs is uncertain.

Prudential limits
The means by which the authority controls its level of borrowing.  The limits set must be prudent, affordable and sustainable in the long term.

Public private partnership (PPP)
Generic term for the relationships formed between the private sector and public bodies often with the aim of introducing private sector resources and/or expertise in order to help provide and deliver public sector assets and services.

Public service agreement (PSA)
Statements of the aims, objectives and targets to be achieved by public bodies with the funding provided through the comprehensive spending review.

Public works loans board (PWLB)
An independent statutory body which can make loans to local authorities and other prescribed bodies.  Monies are provided by acts of parliament and drawn from the national loans fund.

Related parties
For the purposes of the Council's accounts related parties are the Government, other local authorities, precepting and levying bodies, subsidiary and associated companies, elected members, all senior officers from assistant director and above and the pension fund.  For individuals identified as related parties, the following are also presumed to be related parties:-

(i)
Members of the close family, or the same household;   and

(ii)
Partnerships, companies, trusts or other entities in which the individual, or member of their close family or the same household, has a controlling interest.

Reserves
These are sums set aside to meet possible future costs where there is no certainty about whether or not the costs will actually be incurred.

Resource accounting

The new financial framework for local authority housing, which was introduced from 1 April 2001, aims to encourage a more efficient use of housing assets utilising business planning, stock information (including stock valuation) and local housing needs assessment. The main accounting changes are the incorporation of an element to reflect the cost of capital together with an allowance for depreciation.   

Revenue expenditure
Expenditure incurred on the day to day running of the Council; the costs principally include employee expenses, capital financing charges and general running costs.

Revenue expenditure capping
A system of controlling  the spending of local authorities whereby the Government limits a local authority's budget requirement and hence the council tax it sets either because it is deemed excessive or is deemed to show an excessive increase over the previous year.

Revenue support grant (RSG)
A grant paid by the Government to every local authority to help to finance its expenditure generally and not specific services.  The grant helps to bridge the gap between council tax and NNDR income on one hand and the total assessment of the Council's need to spend on the other (as measured by the standard spending assessment).  The payment of RSG attempts to ensure that differences in spending needs and resources between authorities are equalised, in order to permit each authority to support a standard level of spending.

Section 137 expenditure
Under section 137 of the Local Government Act 1972 local authorities are allowed to spend a limited amount to do things they are not otherwise empowered to do, but which they consider to be in the interests of their area or its inhabitants, and which will produce a benefit commensurate with the expenditure involved.

Simple investment
In group accounts, the reporting authority's interest does not qualify the entity entry as a subsidiary, associate or a joint venture because the reporting authority's has limited influence or its interest is not long-term.

Single regeneration budget (SRB)
Government initiative introduced in 1994 to provide resources to support regeneration initiatives in England carried out by local regeneration partnerships.

Specific grants
Government grants to local authorities in support of particular services or schemes.

Spending review
The Government's three-year forecast of planned expenditure, including overall provision for local authorities.

Standing orders
The set of rules adopted by the authority which establish the procedures by which it should conduct its business.  In particular, there must be standing orders relating to tendering and contract procedures.

Statement of recommended practice (SORP)
Statements prepared by the Accounting Standards Board to provide further guidance (beyond that in other standards like SSAPs & FRSs) to particular sectors.  The SORP relevant to the Council is the CIPFA/LASAAC Code of Practice on Local Authority Accounting in the United Kingdom.  The SORP received statutory backing in the Local Government Act 2003 and departures must be disclosed in the published accounts.

Statements of standard accounting practice (SSAPs)
Statements prepared by the Accounting Standards Board to ensure consistency in accountancy matters.  More recently issued standards have been redesignated FRSs.  Many SSAPs apply to local authorities and any departures must be disclosed in the published accounts.

Subsidiary

An entity over which the reporting authority is able to exercise control over operating and financial policies and is able to gain benefits from the entity or is exposed to the risk of potential losses arising from this control.

Supported capital expenditure
Government support for capital investment can be described as supported capital expenditure (revenue), known as SCE(R), or supported capital expenditure (capital grant), known as SCE(C).  Under the Prudential Capital Finance System local authorities are free to make their own borrowing decisions subject to an overall national limit; Government support for borrowing through the revenue support grant (RSG) and housing revenue account subsidy (HRAS) is given on the basis of a named amount of capital expenditure which the borrowing will support.

Total standard spending (TSS)
The total amount which the government determines local authorities should spend to be consistent with national economic guidelines.  It is used for calculating the total amount of Government support to local authorities.

Treasury management
The process by which the authority controls its cash flow and its borrowing and lending activities.

Treasury management policy statement
A statement which sets out the parameters which the local authority has approved for the management of treasury activities during the year.

Trust funds

Funds administered by the Council on behalf of charitable organisations and/or specific organisations.

UK GAAP

United Kingdom generally–accepted account practice.

Unsupported (prudential) borrowing
Borrowing for which no financial support is provided by Government.  The borrowing costs are to be met from current revenue budgets.

Virement
The transfer of resources to a budget head, matched by a corresponding reduction on some other budget head.  Virement must be properly authorised by the appropriate committee or officers under delegated power
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