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REPORT OF THE DIRECTOR OF CORPORATE SERVICES



TO THE ACCOUNTS COMMITTEE


ON MONDAY, 16 AUGUST 2004


TITLE :
2003/04 STATEMENT OF ACCOUNTS

RECOMMENDATIONS : 


It is recommended that the 2003/04 statement of accounts is approved and the Chairman is authorised to sign the accounts.


EXECUTIVE SUMMARY :


This report presents the 2003/04 statement of accounts for consideration and approval in accordance with the requirements of the Accounts and Audit Regulations 2003, and pursuant to the decision of Council in August 2003 that this committee should be the committee designated for this purpose.


BACKGROUND DOCUMENTS :
Final accounts working papers in the Finance Division

(Available for public inspection)


ASSESSMENT OF RISK :
Low.  There is a potential risk to the Council’s reputation if the statement were to be qualified by the auditor.  This risk is mitigated by adherence to professional standards of practice. 

	


SOURCE OF FUNDING :


The statement of accounts shows in detail how the financial resources of the Council have been utilised in 2003/04 and the financial position of the Council at 31 March 2004.  The cost of producing the statement is met from the Finance Division's revenue budget.

	


LEGAL ADVICE OBTAINED  : 

Legal advice is required and sought in the production of certain supporting information for the statement.

	


FINANCIAL ADVICE OBTAINED : 

This report and the statement of accounts has been produced by the Finance Division.

	


CONTACT OFFICERS :
John Spink
793 3230
john.spink@salford.gov.uk




Geoff Topping
793 3240
geoff.topping@salford.gov.uk





Chris Hesketh
793 2668 
chris.hesketh@salford.gov.uk


WARD(S) TO WHICH REPORT RELATE(S) : All


KEY COUNCIL POLICIES :
Budget Strategy


REPORT DETAILS

1.  Introduction

1.1 The purpose of this report is to seek the approval of this committee to the statement of accounts for 2003/04 and to authorise the Chairman to sign the accounts.

2.  Regulations

2.1 The form and content of the statement of accounts is governed primarily by the Code of Practice on Local Authority Accounting in the United Kingdom 2003 (CIPFA/LASAAC).  The statement has expanded on this code in many areas in order to provide additional information to readers.

2.2 Procedure is governed primarily by the Accounts and Audit Regulations 2003, issued pursuant to the Local Government Act 2003.  This requires the authorisation of the statement by resolution of a Committee of the Council.  Council in August 2003 agreed that the Accounts Committee be the designated committee for this purpose.  Following approval of the statement, the final requirement will be for the Chairman to formally sign the statement of accounts.

2.3 The Accounts and Audit Regulations also require the inclusion of a statement on the Council’s internal controls and effectiveness of its corporate governance arrangements.  This is signed by the Chief Executive and the Lead Member for Corporate Services.

3.  Timetable

3.1 The Accounts and Audit Regulations 2003 phase in a deadline for approval of accounts up to 2006 as follows:

· 2002/03 accounts, by 30 September 2003 – actual approval 1 September 2003;

· 2003/04 accounts, by 31 August 2004;

· 2004/05 accounts, by 31 July 2005;

· 2005/06 accounts, by 30 June 2006;

· subsequent years, also by 30 June.

3.2 Approval at today’s committee will meet the 2003/04 deadline.  However, in order to ensure that future deadlines are achievable, operational targets have been set so that the tightening timetable is phased in earlier than the Regulations require.  Hence a target was set for accountants to complete this year’s (unaudited and unapproved) statement by 16 July 2004.  The statement was actually completed and signed off by the Director of Corporate Services on 23 July 2004, only a week after the very tight deadline, and well within the timescale required to achieve the regulatory deadline this year and even next year.

3.3 This represents a substantial achievement for all concerned with the final accounts process but, in order to achieve the 30 June target for 2005/06 and beyond, further improvements will be required.  Therefore, accountants will be reviewing the 2003/04 experience in order to tweak the process, and will also be considering more fundamental changes to year-end financial processes in all directorates in order to shorten the process still further.

4.  The Audit

4.1 Following approval of the statement by this Committee, the accounts will be made available for formal public inspection and the annual audit will commence.  The process from now on will involve providing evidence for the Audit Commission, and explaining the accounting treatment adopted for the many transactions.  While the process up to now has shown that a tighter timetable can be met, it is over the forthcoming period that it will hopefully be demonstrated that this was achieved without a reduction in the quality of the accounts.

4.2 Another meeting of this committee has been scheduled for 22 November 2004 where the auditor will present his findings in the Statement of Audit Standards SAS610 report, “Communication concerning financial statements to those charged with governance”.  This will report on the following areas:

· where the auditor considers there to be a misstatement in the accounts;

· any material weaknesses in accounting and internal control procedures;

· the quality of accounting and reporting processes;

· any other audit matters.

4.3 Members will recall that last year this report, aside from some non-contentious adjustments that were agreed with accountants, concentrated on the capitalisation of items that the auditor considered to be revenue expenditure.

5.  2003/04 Statement of Accounts

5.1 The Statement of Accounts 2003/04 is attached to this report for consideration.

5.2 In accordance with the CIPFA Code of Practice and the Accounts and Audit Regulations, the statement includes a number of financial and narrative statements as set out below.
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	the auditor’s report (when it becomes available)
	1

	an explanatory foreword
	3

	a statement of responsibilities for the statement of accounts
	13

	a statement of assurance on internal control and corporate governance
	15

	a statement of accounting policies adopted
	19

	the consolidated revenue account (with specified supporting notes)
	27

	the consolidated balance sheet (with specified supporting notes)
	37

	the statement of movements in reserves (with specified supporting notes)

	57

	the cash flow statement (with specified supporting notes)

	65

	the collection fund (with specified supporting notes)

	69

	the housing revenue account (with specified supporting notes)
	73

	DSO summary revenue and appropriation accounts (with specified supporting notes)
	79

	a glossary of financial terms

	83

	some general and financial statistics to put the accounts in context
	89


5.3 The key financial performance information is set out below.

5.3.1  General Fund:

· net revenue outturn of £266.971m, underspent by £0.916m (or 0.35%) compared with original estimate;

· capital outturn of £47.693m, underspent by £13.030m;

· reserves at £6.959m, or 2.6% of budget, increased by £1.916m on last year and on target with the medium-term financial strategy;

· healthy provisions for known future commitments, eg insurance claims, bad debts.

5.3.2  Housing Revenue Account:

· revenue deficit of £0.681m, primarily caused by the carry forward of repairs commitments from 2002/03 of £0.494m;

· capital outturn of £18.135m, underspent by £3.154m;

· reserves at £5.919m, or 4.5% of gross budget, reduced by £0.681m on last year.

5.3.3  DSOs:

· trading surpluses of £0.173m (£0.478m before FRS17 adjustments).

5.4 Regular, full reports on financial performance have been made throughout the financial year to service lead members and, in summary, to Budget Scrutiny Committee.

5.5 Members may also wish to note the full implementation of Financial Reporting Standard FRS17 “Retirement Benefits” this financial year, which recognises the full cost of pension liabilities.  This has had a substantial impact on net cost of services and DSO surpluses although, as the adjustments are reversed out in the consolidated revenue account, not on the call on government grants and local taxpayers.  There is also a significant impact on the balance sheet, which now shows a liability of £42 million, being the Council’s share of Greater Manchester Pension Fund’s total net deficit, plus a liability in respect of teachers’ added years of £33 million.

5.6 While the balance sheet pensions figure is at first sight alarming, there is less cause for concern than might be expected.  The value of the GMPF fund is sensitive to stock market conditions, and indeed has recovered from a £103 million deficit only a year previously, following the stock market crash.  Nevertheless, the deficit is indicative of the problems many pension funds are facing and, should it remain (say if the stock market recovery faltered), then ultimately the employer’s contribution rate would have to rise in order to fund it.  Such a rise would be ‘real money’ to the Council, not just an accountancy adjustment.

5.7 The final point to note is that there is an outstanding matter which accountants are working with Audit Commission auditors to resolve, relating to the proper accounting treatment of the amortisation of stock discount and premiums on the early repayment of debt.  There are currently some differences of professional opinion on this, and advice is being sought from CIPFA to help clarify the matter.  The outcome of this could result in some changes to the statement of accounts.  Members should be reassured that these would be technical amendments which would offset certain balance sheet items, but would not adversely affect the bottom line of the Revenue Account.   Any amendments will be reported at the SAS610 meeting on 22 November.

6.  Conclusions

6.1 Completion of final accounts by 23 July represents a significant achievement, but one that must be improved upon in future years to meet tighter regulatory deadlines.

6.2 The Council is in a relatively healthy financial position, having been able to build up its reserves in accordance with the medium-term financial strategy.

6.3 The accounts now reflect the real cost of pensions.  They also show a substantial deficit on the pension fund, which may need to be met by increasing future employer’s pension contributions.

7.  Recommendations
7.1 It is recommended that the 2003/04 statement of accounts is approved and the Chairman is authorised to sign the accounts.

ALAN WESTWOOD

Director of Corporate Services
