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SECTION 1 : AUDIT STATUS 

The City Council's accounts are subject to audit in accordance with the Audit Commission Act 1988 and the Code of Audit Practice.

The audit of the City Council's accounts for the year ended 31st March 2004 is nearing completion, but the Audit Commission is not yet in a position to issue an opinion on the accounts contained within this financial statement nor issue an audit certificate. Copies of the Statement of Accounts issued after the completion of the audit will contain a copy of the auditor's opinion.  

SECTION 2 : FOREWORD BY THE DIRECTOR OF CORPORATE SERVICES

Introduction
This foreword to the accounts provides an easily understandable guide to the financial activities of the City Council for the period 1st April 2003 to 31st March 2004.  The pages which follow are the City Council's final accounts for 2003/04 and these comprise:-

The Statement of Responsibilities for the Statement of Accounts
This statement sets out the respective responsibilities of the City Council and the Director of Corporate Services for the accounts.

Annual Statement of Assurance

This includes statements on the effectiveness of the City Council’s systems of internal financial control, the overall control environment and Corporate Governance arrangements. 

The Statement of Accounting Policies
This explains the basis of the figures in the accounts and how the accounts have been prepared.  The accounts can be properly appreciated only if the policies, which have been followed in dealing with material items, are explained.  

There has been a change in policies this financial year with the full adoption of Financial Reporting Standard FRS17 Retirement Benefits, which has had a significant effect on the figures reported in the Statement.  The full impact is set out in the Accounting Policies section and in detailed notes to the Consolidated Revenue Account, the Consolidated Balance Sheet and the Statement of Total Movements in Reserves.  The comparative figures for the previous financial year have also been adjusted from those originally reported, in order to reflect the changes in policy.

The Consolidated Revenue Account

This summary shows the net cost for the year of all the functions for which the City Council is responsible. It compares the expenditure incurred to the income received from fees and charges made by the City Council, rents, specific government grants and from the Collection Fund.  Comparative figures for the previous year are also shown.

The Consolidated Balance Sheet
The Consolidated Balance Sheet sets out the City Council's financial position as at the 31st March 2004. It summarises the balances and reserves of the Authority together with its long-term indebtedness, information on fixed assets held and net current assets employed.  The Consolidated Balance Sheet excludes Trust Funds.  Comparative figures for the previous year are also shown.

The Statement of Total Movements in Reserves
This statement separates the movements between revenue and capital reserves and brings together all the recognised gains and losses of the City Council during the period.

The Cash Flow Statement
This statement summarises the sources of finance and how it was spent for both capital and revenue items. 

The Collection Fund
The Collection Fund shows the transactions of the City Council as a charging authority in relation to national non-domestic rates (NNDR), Council Tax and residual Community Charges and it illustrates the way in which these have been distributed to precepting authorities and to the City Council’s General Fund.

The Housing Revenue Account
Local authorities are required to keep a separate account of their income and expenditure on Council housing.  The account shows the major elements of housing revenue expenditure - maintenance, administration, rent rebates and capital financing costs - and how these are met by rents, subsidies and other income. 

The Summary Direct Service Organisations' (DSO) Revenue and Appropriation Account
Compulsory competitive tendering provisions were repealed with effect from 2nd January 2000 but as the method of service provision has remained unchanged the City Council has decided to continue the arrangements that were in place and to produce separate trading accounts for each of the DSOs.

Glossary of Financial Terms
A glossary of financial terms has been prepared to assist the reader to understand the specialised accounting terminology that is used in public sector accounting practice.

General and Financial Statistics
The final page of the document contains some general and financial information which may be of interest to the reader.

Further Information

Further information about the accounts of Salford City Council is available from the Accountancy Section of the Corporate Services Directorate at the Civic Centre, Chorley Road, Swinton, M27 5AW, telephone 0161 793 3245.  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.

Summary of the 2003/04 Financial Year
The City Council incurs capital and revenue expenditure each year.  Capital expenditure tends to be on purchasing assets which will have a life in excess of one year; it is therefore appropriate to spread the costs over a period of time to the future taxpayers who will be receiving benefits from the asset.  Revenue expenditure is generally on items which are consumed within the year and it is financed from the Council Tax, government grants and other income.

City Council Revenue Expenditure
Actual expenditure on City Council services compared to the original and revised estimate for 2003/04 was as follows:-

	
	Original Estimate
	Revised Estimate
	Actual
	Variation from

the Original Estimate

	
	£000s
	£000s
	£000s
	£000s

	
	
	
	
	

	Amount to be met from government grants and local taxpayers
	267,887
	67,616
	266,971
	(916)

	Contribution to Balances
	    1,000
	    1,271
	    1,916
	916

	
	268,887
	268,887
	268,887
	    0


The underspend of £916,000 on service expenditure has allowed a corresponding increase in the contribution to the City Council’s balances.  A summary of the major variations is given below:-

	
	£000s
	£000s

	Original Estimate
	
	267,887

	
	
	

	
Social Services additional spending pressures


NNDR reduction in rateable values on leisure and other facilities


Carry forward of underspends on Community Committees


Use of Contingency funds and provisions


Manchester Airport Dividend
	1,100

(965)

229

(360)

(275)
	

	
	
	      (271) 

	Revised Estimate
	
	267,616

	
	
	

	
Non filling of vacant posts
	(405)
	

	
Increased income from grants and fees & charges
	(674)
	

	
Additional costs of Salford Consortium, independent special schools, routine highways maintenance and the placement of children in outside care
	799
	

	
Reduced expenditure on Community Committees and standards fund
	(268)
	

	
Other minor variations
	     (97)
	

	
	
	     (645)

	Outturn
	
	266,971


The diagrams opposite show, in broad terms, how the revenue expenditure was funded and what it was spent on.  These include income and expenditure in respect of the Housing Revenue Account which is referred to on page 8.

GROSS REVENUE EXPENDITURE 2003/2004
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Housing Revenue Account (HRA)
The City Council is the major provider of rented accommodation in the city.  Full details of the Housing Revenue Account for 2003/04 are given on page 73.

Gross expenditure in the year on services within the HRA was £127.7m and gross income amounted to £130.2m, resulting in net income on services of £2.5m (2002/03 net expenditure £6.4m). After allowing for items within net operating expenditure and the appropriation section there was a net deficit on the HRA of £0.7m.

Capital Expenditure
The City Council is able to incur capital expenditure only insofar as it has the necessary "credit cover".  This is the sum of:-

· its basic credit approval for the year;

· any supplementary credit approvals;

· capital grants;

· usable capital receipts;  and

· such amounts as the City Council may decide to meet direct from the revenue budget.

In 2003/04 the City Council spent £66m on capital projects and the categories of expenditure and methods of financing are shown on page 40.  

Major projects carried out during the year were:-



£m

Housing

Broughton Clearance Schemes

3.563



Group Repair Seedley/Langworthy
3.947

Seedley/Langworthy Clearance Schemes
2.173

Education and Leisure
New Deals for Schools

2.258



New High School (The Albion)

2.571

SPACE for Sports and Arts

1.972

Development Services 

ERDF Schemes
1.168



NWDA – Headroom Projects
0.243

Inner Relief Road
1.940

Cadishead Way
1.427

New Deal for Communities
0.810

Other
Staff redundancy and compensation costs
0.673



Project E Merge
0.277


The City Council's planned capital expenditure for 2004/05 is £115m of which £56m relates to major committed schemes referred to on page 41.  Full details of the capital programme are produced in a separate booklet (available from the Accountancy Section, Corporate Services Directorate, Civic Centre, Chorley Road, Swinton, M27 5AW, telephone 0161 793 2685).

Borrowing
The amount of the City Council’s borrowing is governed by the Local Government and Housing Act 1989.  The maximum permitted borrowing in 2003/04 was £576.7m whilst the level of debt outstanding at the 31st March 2004 was £451.8m.

The borrowing requirement for 2003/04 was calculated at £18.7m.  During the year no long term borrowing has taken place and therefore capital expenditure and maturing debt has been funded by using up internal investments.

On the 19th February 2004 fourteen PWLB loans totaling £78.2m were rescheduled and replaced by market (LOBO) loans.  The interest saving net of premium and commission arising from the transaction is £3.8m which is shared £1.4m to General Fund and £2.4m to the HRA with a corresponding resultant loss in housing subsidy.

On the 26th February 2004 £84.4m of 7% stock due to mature in 2019 was repurchased early and replaced by market (LOBO) loans.  The net interest saving arising from the transaction is £1.9m which is shared £0.6m to General Fund and £1.3m to the HRA with a corresponding reduction in housing subsidy.

The amount of the City Council’s borrowing is managed to ensure a spread of maturity and to minimise the interest payable.  The maximum amount due to mature in any one year over the next fifteen years is £41.1m in 2015/16.  These loans will be reviewed with a view to spreading the repayment profile as the opportunity arises.

Capital Receipts
Under the requirements of the Local Government and Housing Act 1989 the City Council is required to set aside a prescribed proportion of capital receipts for debt redemption.  The balance of the accumulated set aside receipts at 31st March 2004 is £36.5m. 

Direct Labour/Direct Service Organisations (DLOs/DSOs)
The Local Government Act 1999 abolished all statutory requirements in respect of Compulsory Competitive Tendering for all DLO / DSO organisations as from 2nd January 2000.  The City Council has decided to continue the arrangements which were in place and to produce separate trading accounts for each of the current DLO/DSO contracts, except for the contract previously operated by the Housing DSO.

At the beginning of the financial year the City Council had 5 organisations operating 9 contracts and details of their financial performance for 2003/04 are shown on pages 79-81. During the year City Leisure became part of the newly formed arms length company Salford Community Leisure Limited and therefore their financial performance is only in respect of part of the year.

There was an overall surplus of £0.173m achieved in the year.

Impact of the Euro

The City Council continues to monitor the effects of the possible introduction of Euro currency. It is taking appropriate steps to prepare itself for any change that may be necessary to the management of its financial affairs as a result.

Summary and Outlook
For the financial year 2003/04 a budget of £268.887m was set which allowed an increase of 7.9% on the previous year and a resultant Council Tax increase of 6.5%.  This increase compared well with the level of Council Tax increases throughout the country, which averaged almost 13%.  Council Tax is the only major source of income other than fees and charges under the City Council’s direct control, the other sources being determined by central government.

Capitalisation of revenue to the sum of £3.474m together with efficiency savings of £1.951m were required to keep within the total budget.

The most influential determinant of the City Council’s budget and consequently the Council Tax level is the Revenue Support Grant settlement.  Within the settlement central  government priorities are still Education and Social Services and as in previous years the City Council continues to try to balance these priorities with local demands.

Each month throughout the year Budget Scrutiny Committee was presented with monitoring reports which also incorporated details of progress made on savings as well as possible areas of risk.  This continuous strict monitoring procedure identified the need for corrective action when necessary.

As a consequence of the budgetary control mechanism operated and fortuitous income received during the year the net underspend originally anticipated at budget setting time has been  exceeded.  This has allowed a contribution to reserves of £1.916m, £0.916m in excess of that anticipated in the original budget and £0.645m above that expected in the revised estimate.  Under the scheme for the carry forward of underspends an amount of £276,000 will be allocated back to directorate’s budgets in 2004/05 and a further £183,000 will be allocated to Community Committees.

As part of the Modernisation Agenda framework set by central government, financial and service planning is taking place.  The City Council now needs to measure service delivery and financial performance against national performance indicators and locally determined targets and consequently continues to strive to improve its comprehensive performance assessment criteria (CPA).

The introduction of new legislation in 2004/05 on the adequacy of reserves, together with guidance from CIPFA,and the fact that the CPA assessment of financial health provides for the use of a financial risk management process to justify the level of reserves as an alternative to a percentage target set, have provided an opportunity to reassess the level of reserves using a risk based approach.  Indications are that the minimum level of general reserves during 2004/05 should be in the region of £7m and no further contributions to general reserves would be required in the forthcoming year.

2003/04 saw the formation of Salford Community Leisure Limited (SCL), an independent organisation providing a wide range of diverse sports and physical activities within the City.  The company is a not for profit community organisation that works in partnership with the City Council  to develop mutual strategic aims and objectives for leisure services.

By the implementation of seven pledges the City Council sees a vision for the future and is working in unison with many other organizations for the benefit of the businesses and people of Salford.  Consequently the City Council is already in the process of negotiating with private companies to enter into a joint venture arrangement for the provision of Planning and Development services.

Certification 
I certify that the statement of accounts that follows presents fairly the financial position of the City Council as at 31st March 2004 and its income and expenditure for the year to 31st March 2004.

Alan Westwood, C.P.F.A.,

Director of Corporate Services
23rd July 2004

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 that follows was approved by the Accounts Committee at its meeting of   16th August 2004.

Councillor James B. Dawson

Chair of Accounts Committee

16th August 2004 

SECTION 3 : STATEMENT OF RESPONSIBILITIES FOR

THE STATEMENT OF ACCOUNTS

THE CITY COUNCIL'S RESPONSIBILITIES
The City 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 City Council that officer is the Director of Corporate Services;

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

· to approve the statement of accounts.

THE DIRECTOR OF CORPORATE SERVICES’ RESPONSIBILITIES

The Director of Corporate Services is responsible for the preparation of the City 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 Director of Corporate Services 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 Director of Corporate Services has also:-

· kept proper accounting records which were up to date;

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

SECTION 4 : ANNUAL STATEMENT OF ASSURANCE 2003/04

Effectiveness Of The City Council’s Systems Of Internal Financial Control 

In accordance with the Accounts and Audit Regulations 2003 (regulation 4), the Director of Corporate Services is required to complete a statement on the effectiveness of the system of internal financial control.

The City Council is responsible for ensuring that financial management is adequate and effective and that a sound system of internal financial control is in place.

Any system of internal financial control can provide only reasonable and not absolute assurance that assets are safeguarded, that transactions are authorised and properly recorded, and that material errors or irregularities are either prevented or would be detected within a timely period.

The system of internal financial control is based on a framework of regular management information, financial regulations, administrative procedures (including segregation of duties), management supervision and a system of delegation and accountability. Managers within the City Council undertake development and maintenance of the system. In particular the system includes: -
· comprehensive budgeting systems;

· regular reviews of periodic and annual financial reports which indicate financial performance against the forecasts;

· setting targets to measure financial and other performance;

· the preparation of regular financial reports which indicate actual expenditure against forecasts;

· clearly defined capital expenditure guidelines; and

· as appropriate, formal project management disciplines.

Internal Audit services are provided to the Council by the Audit & Risk Management Unit.  This unit also provides specialist Computer, Contract, and Energy Audit functions.  In addition, it has responsibility for co-ordinating the City Council’s arrangements for Risk Management and for managing the Council’s insurance portfolio.

Internal Audit’s role and standards in local government are defined in CIPFA’s Code of Practice for Internal Audit in Local Government in the United Kingdom 2003. Internal Auditors may also follow the Institute of Internal Auditors Standards and Guidelines for the Professional Practice of Internal Auditing. The standards cover Internal Audit’s role, objectivity, scope, planning, review, and standards of evidence, organisation, and its relationships with its clients.

The City Council is required to maintain an efficient and effective Internal Audit function and to this end, the Assistant Director (Audit & Risk Management) reports all audit activity to members of the Audit Committee.  Audit reports are also circulated to the Chief Executive, the relevant service Lead Member and service Director. The Assistant Director (Audit & Risk Management) also provides annually an independent opinion on the adequacy and effectiveness of the overall systems of internal financial control based on the work undertaken during that financial year.

The main source of assurance on financial systems is gained from the systems-based reviews and compliance testing undertaken by Internal Audit.  

Most of the major financial systems examined, including Council Tax, NNDR, Accounts Payable, Accounts Receivable, and Treasury Management were found to be well controlled.  Furthermore, recommendations to improve the systems of control that arose from Internal Audit reviews of the main accounting systems during 2002/03 were found to have been implemented by management.  

In respect of payroll control accounts reconciliations, there are some unresolved issues which inhibit their completion. This may lead to system errors or erroneous postings going undetected, although a project has commenced to remedy this situation.

On the basis of the systems reviewed and reported on by Internal Audit during the year, it is felt that the system of internal financial control is of an adequate standard.

Effectiveness Of The City Council’s Overall Control Environment

The Institute of Internal Auditors has developed the following definition, reflecting developments in corporate governance and, therefore, the need to give assurances on the overall risks and control environment:

“Internal auditing is an independent, objective assurance and consulting activity designed to add value and improve an organisation’s operations. It helps an organisation accomplish its objectives by bringing in a systematic, disciplined approach to evaluate and improve the effectiveness of risk management, control and governance processes.”

This definition of Internal Audit takes account of the requirements under the 2003 Code of Practice and the CIPFA/SOLACE framework to provide assurance on the adequacy of both financial and operational systems of control.
Therefore, the work of Internal Audit does not focus entirely on financial controls. The annual work plan for Internal Audit also seeks to provide assurance that operational risks are effectively managed.  This strategy ensures that quality systems are in place, which assists in the provision of effective service  delivery  to the residents of  Salford. 

It is important to stress the dangers in attempting to give an overall opinion of the control environment pertaining to 2003/04.  While Internal Audit review a variety of systems throughout the year, these form only a selection of all of the systems reviewed during the four year Strategic Plan period. Therefore, whilst any opinion given will be largely based on objective criteria, there will inevitably be some element of subjectivity in the final analysis.

Audit reviews undertaken in areas of a high operational risk within a number of directorates found a good understanding of risk and risk mitigation, with many processes being well controlled. The control environment has improved considerably with many examples of good practice being identified. 

Controls within many operational areas were generally satisfactory or good. Many of the reviews undertaken during the year, whilst identifying some weaknesses and making recommendations for possible improvement, have not identified any areas of major concern.  Some areas reviewed were found to be particularly well controlled, with only minor recommendations being required to further enhance the control environment.

On the basis of all the systems reviewed and reported on by Internal Audit during the year, it is felt that the overall financial, operational and strategic control environment is of an adequate standard.

A recent audit development has been to subject Performance Management within the City Council to Internal Audit review, particularly in respect of Best Value Performance Indicators. It has been found that the majority of systems utilised by directorates contain sufficient controls to enable reliance to be placed on the robustness of the data produced.  Audit recommendations, and subsequent positive management action, have led to an overall improvement in the control environment in this regard.

Effectiveness Of The City Council’s  Corporate Governance Arrangements

The City Council is responsible for ensuring that its business is conducted in accordance with the law and proper standards, that public money is safeguarded and properly accounted for, and used economically, efficiently and effectively. In discharging this accountability, Members and senior officers are responsible for putting in place proper arrangements for the governance of the City Council’s affairs and the stewardship of the resources at its disposal. 

The City Council has approved and adopted a code of corporate governance which is consistent with the principles, and reflects the requirements, of the CIPFA/SOLACE framework “Corporate Governance in Local Government: A Keystone for Community Governance.” 

The development of the corporate governance framework is an essential contributor to the quality of public services. In the private sector, it has long been acknowledged that corporate governance can make a positive contribution to profits and greater trust. More recently, the public sector has also come to recognize that good corporate governance can contribute to high-quality, appropriate services and greater community cohesion, health, safety and economic well-being. By the same token, poor corporate governance and risk management is seen as being at the heart of many public service failures.

The Audit Commission undertook a follow-up review of the City Council’s corporate governance arrangements in 2003 and concluded that the City Council is making good progress, particularly in the area of risk management.  

They concluded that the next key challenge for the City Council is ensuring that the process is truly embedded as part of the culture of the organisation. A key element of this integration process will be to ensure clear linkages between the performance management framework, service plans, strategic and operational risk registers and the overarching corporate decision-making process. The service planning process is now being developed to reflect the importance of risk management techniques both in identifying priorities and in assessing the best ways in which objectives can be achieved. 

A series of facilitated risk workshops were undertaken, commencing March 2003, aimed primarily at raising risk management awareness, but also at drafting operational and strategic risk registers for all directorates of the City Council. The outputs from these workshops have been distilled to focus on the priority areas of risk exposure.

The next key step in the development of the corporate governance and risk management framework is to devise and monitor the effectiveness of controls which are relied on to manage the key risks identified in the City Council’s risk registers. This task is to be undertaken by nominated risk champions and Departmental Management Teams.
Signed

John Willis               

Chief Executive Salford City Council 

Councillor W Hinds


Lead Member Corporate Services


Alan Westwood

Director of Corporate Services

23rd July 2004

SECTION 5 : STATEMENT OF ACCOUNTING POLICIES

General
The accounts have been prepared in accordance with the appropriate Statement of Recommended Practice (SORP) which, for local authorities, is the Code of Practice on Local Authority Accounting in the United Kingdom 2003 issued by CIPFA/LASAAC, 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

Following the receipt of  directions issued by the Secretary of State for Transport, Local Government and the Regions under Section 40(6) of the Local Government and Housing Act 1989 £0.673m of expenditure in relation to staff redundancy and compensation payments, which is normally treated as revenue costs, was capitalised.  

Accruals of Income and Expenditure
Revenue transactions are accounted for mainly in the year to which they relate, by the creation of debtors and creditors.  The exceptions to this treatment are:-

-
periodic payments, such as quarterly fuel bills or half yearly rents, are accounted for in the year in which they are paid 

-
dividends on shareholdings are accounted for in the year in which they are received 

This policy, applied consistently each year, does not have a material effect on the accounts.

Capital Charges to Revenue
The capital charges made to service revenue accounts, central support services and DSO accounts, amount to the sum of depreciation and a notional interest charge based on the value at which the fixed assets are included in the balance sheet.  The rate of interest used in 2003/04 for assets carried at current value is 3.5%. For assets carried at historical cost, that is infrastructure assets and community assets, the rate is 4.625%.   The CIPFA/LASAAC Joint Committee sets these rates of interest each year.

The actual capital charge made to the Housing Revenue Account (HRA) is equivalent to the statutory capital financing charges, as set out in the “Item 8 Determination” each year. However, with the introduction of resource accounting for the HRA 2001/02 accounts, notional interest, depreciation and impairment charges are now also made to the HRA. The notional interest and impairment charges on assets are reversed out by way of a transfer through the HRA asset management revenue account.  

Amounts set aside from revenue for the repayment of external loans, to finance capital expenditure, or as transfers to earmarked reserves are disclosed separately as appropriations on the face of the consolidated revenue account, below net operating expenditure.

Capital Receipts
Income from the disposal of fixed assets is accounted for on an accruals basis.  Prescribed proportions of such income are required to be set aside for the repayment of external loans and these amounts are credited to the capital financing reserve.  The prescribed proportions were 75% for capital receipts from the sale of council house dwellings, 50% for all other housing capital and 0%  for non housing capital receipts.  The balance of the income is included in the usable capital receipts reserve until it is used to finance capital expenditure. It is the City Council's policy to invest the capital receipts reserved or use them to reduce the amount of new borrowing or repay existing borrowing.  Any investment interest received is credited to the consolidated revenue account.

Current Assets
Stocks are valued at cost, except for the following:-

(i)
Cityclean DSO stock, which is valued at average price;

(ii)
Social Services, Highway Services DLO, City Leisure DSO, School and Welfare Catering DSO,  Other Catering DSO and Environmental and Consumer Services (Salt) stocks, which are valued at the last known price.

These latter two methods of valuation are departures from the requirements of the Code and SSAP9 which require stocks to be shown at the lower of cost or net realisable value.  The effect of the different treatment is not material.

Work in progress on uncompleted jobs is valued at the lower of cost or net realisable value.

Debtors have been brought into the accounts for sums due to the City Council at the end of the financial year.

Current Liabilities
Creditors have been brought into the accounts for sums owed by the City Council at the end of the financial year.  Creditors include certain amounts set aside as provisions and small reserves where individual balances on those reserves are less than £100,000.  

Deferred Charges
Deferred charges represent expenditure which may properly be capitalised but which does not represent tangible fixed assets and it can be divided into two categories:- 



-
expenditure which provides a continuing value to the authority



-
no continuing value is provided by the expenditure

Where the expenditure represents a continuing benefit it is included in the balance sheet based on the continuing value to the authority and charged to revenue over a period of time appropriate to the benefit received.

Where a continuing value is not provided the appropriate revenue account is charged with the expenditure in the year in which it is incurred.

The charge to revenue is reduced by any government grant received in respect of the expenditure.

Depreciation
Depreciation is provided for on all operational and non-operational building assets, other than land and investment properties, with a finite useful life (which can be determined at the time of acquisition or revaluation) according to the following policy:-

-
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.

Depreciation is calculated by writing off the cost or revalued amount, less estimated residual value, over the useful life of the asset.

Where depreciation is provided, assets are depreciated using the straight line method over the following periods:-


Council Dwellings
30 years (per MRA)




Car Parks
45 years




Education – School Buildings
40 years


Other Buildings
10 - 30  years      


Infrastructure
10  years 


Vehicles
5   years 

Financial Relationships with Companies
The City Council holds shares in a number of companies. Details of the financial relationships where the City Council has a significant interest are shown in the notes to the Consolidated Balance Sheet.  These investments are shown in the Consolidated Balance Sheet at cost.

Separate Group Accounts are not prepared as they would not be materially different to the City Council’s own accounts.

Fixed Assets
Expenditure on the acquisition, creation or enhancement of tangible assets where a benefit is provided to the City Council for a period of more than one year is capitalised on an accruals basis in the accounts.  Expenditure on routine repairs and maintenance of fixed assets is charged direct to service revenue accounts.

Fixed assets are valued on the basis recommended by CIPFA and in accordance with Practice Statements and Guidance Notes issued by the Royal Institution of Chartered Surveyors (RICS). Fixed assets are classified into the groupings required by the Code and they have been valued on the following basis:-

-
Land, operational properties, and other operational and non operational assets, including investment properties and assets which are surplus to requirements, are included in the balance sheet at the lower of net current replacement cost and net realisable value.  In the case of investment properties, this is normally open market value.  Vehicles are not normally subject to revaluation and are valued at net historical cost as a proxy for the lower of net current replacement cost and net realisable value.

-
Infrastructure assets are included in the balance sheet at historical cost, net of depreciation.

-
The records of purchase prices for community assets acquired prior to 1st April 1994 are not available because of the age of the assets.  They have been included in the balance sheet at nominal values of £1 and subsequently only adjusted to reflect acquisitions and disposals which are valued at cost. 

-
Council dwellings are included in the balance sheet at a value based on 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 of ‘right to buy’.

-
Work in progress on uncompleted construction is valued at cost.

Where expenditure during the year has resulted in a change to asset values the appropriate amounts have been brought into fixed assets. Fixed assets were valued on 1st April 1999.  Council houses are revalued each year and the revaluation of all other fixed assets is planned at five yearly intervals, although material changes to asset valuations will be adjusted in the interim period as they occur.  Any changes in the value of fixed assets are charged or credited to the fixed asset restatement reserve.  Impairment losses caused by a consumption of economic benefits, e.g., physical damage or deterioration in the quality of the service, in the case of non-depreciated assets, are charged to the appropriate service revenue account with a corresponding adjustment being made to the asset management revenue account.

The value of assets transferred from the former Greater Manchester County Council (GMC) is included in fixed assets and an amount representing the City Council's share of the GMC debt is included as a deferred liability.

Grants
Revenue grants are accounted for on an accruals basis and the income has been credited to the appropriate revenue account.

Capital grants are accounted for on an accruals basis and recognised in the accounting statements where it is reasonably certain that the grant will be received.

Capital grants are used to finance capital expenditure and are credited initially to the governments grants deferred account.  Capital grants received in respect of deferred charges are transferred to the revenue account to offset the relevant expenditure.  Capital grants received in respect of non depreciating assets are transferred to the Capital Financing Reserve.  The remaining  grants received are released from the government grants deferred account to the asset management revenue account to match the depreciation charged on the asset to which the grant relates.

Insurances
An Insurance Fund is maintained to meet liability claims for amounts of less than £100,000 with external insurance covering claims for amounts in excess of £100,000.

In addition the fund provides cover for the cost of fire insurance claims up to a value of £100,000 for schools and £10,000 for dwellings.  All other fire insurance claims costs are met by external insurers.

Interest
External interest payable is charged to the asset management revenue account, which is credited with the notional interest charges made to services.  

Leases

Where assets are acquired by way of operating leases, the leasing rentals payable are charged to revenue.  The cost of the assets and the liability for future rental payments are not recorded in the balance sheet but they are disclosed in the accompanying notes to the revenue account.

Other Investments

Surplus funds and balances are invested in approved investments on a short term basis.  Investments are shown in the Consolidated Balance Sheet at cost.

Pensions

Defined Benefit Pension Schemes

In accordance with the SORP, the Local Government Pension Scheme and the discretionary added years element of the DfES teachers’ pensions scheme are treated as defined benefit pension schemes.

Financial Reporting Standard FRS17 Retirement Benefits has been adopted in full for defined benefit pension schemes.  This requires financial statements to:

· Reflect at fair value the assets and liabilities relating to retirement benefit obligations and funding;

· Recognise the cost of providing retirement benefits in the accounting periods in  which the benefits are earned, and the related finance costs and changes in asset and liability values in the accounting periods in which they arise.

These accounting policies represent a change to those applied in previous years.  The previous policy was to recognise the liabilities only when the employer’s contributions became payable to the pension fund or, where the City Council was directly responsible for payments when payments fell due to the pensioners.  The new policies better reflect the City Council’s commitment in the long-term to increase contributions to make up any shortfall in attributable net assets in the pension fund.

The prior year figures in this Statement have been adjusted from those originally reported in 2002/03 in order to reflect the new accounting policies.  The change has had the following effects on the results of the prior and current accounting periods:

· the overall amount to be met from government grants and local taxation has remained unchanged, but the costs disclosed for individual services are in aggregate 0.03% higher (0.40% higher in 2002/03) after the replacement of employer’s contributions by current service costs, and Net Operating Expenditure is 1.31% higher (0.27% lower in 2002/03) than it would otherwise have been;

· the requirement to recognise the net pensions liability in the balance sheet has reduced the reported net worth of the City Council by 15% at the 31st March 2004. (32% at the 31st March 2003).

Valuation of the Pension Liability
The City Council’s pension actuary, Hymans Robertson, applies the following policies when valuing the net pension liability in respect of defined benefit pension schemes:

· assets in the Greater Manchester Pension Fund are valued at fair value, principally open market value.  The assets consist of equities, bonds, properties and cash.

· Attributable liabilities of each scheme are valued using the projected unit method following Guidance Note GN26 issued by the Faculty and Institute of Actuaries.

· Scheme liabilities are discounted to reflect the time value of money at a prescribed rate of 3.5% in excess of inflation.  This rate is the Government Actuary’s Department assumed long-term real rate of return expected to be earned on a portfolio of long-dated index-linked gilts.  From 2004/05 the rate prescribed will be the standard AA Corporate Bond rate; had this been applicable in 2003/04 the pensions liability disclosed in the balance sheet would have been some 20% greater.

· The scheme deficit is the shortfall of the value of assets in the scheme below the present value of scheme liabilities.  The liabilities are limited to legal obligations, and do not account for any future decisions that might make discretionary pension awards.

· The interest cost is based on the discount rate and the present value of scheme liabilities at the beginning of the financial year.

· The expected return on assets is based on the actuary’s judgement of the long-term future expected investment return for each class of asset.

· Actuarial gains and losses are identified by comparing conditions at the balance sheet date with assumptions made at the latest valuation.

· Vesting of past service costs (the period over which entitlement to awarded discretionary benefits became unconditional) is immediate.

· A gain or loss arising from a settlement or curtailment not allowed for in actuarial assumptions is measured on the date the City Council becomes committed to the transaction.

Defined Contribution Pensions Schemes
The DfES teacher’s pensions scheme is a multi-employer scheme where it is not possible to identify liabilities consistently and reliably between participant authorities.  In accordance with the SORP it is treated as a defined contribution pension scheme, except for the discretionary added years element which is treated as a defined benefit scheme as discussed above.

The charge in the revenue account for a defined contribution scheme is the actual employer’s contribution.  There are no distinctive balances in the balance sheet.

Premiums and Discounts
Gains or losses on the repurchase or early settlement of borrowing, where undertaken as part of a restructuring of the debt portfolio, are amortised to the revenue account over the life of the replacement loans.

Provisions
The City Council sets aside provisions for specific future expenses which are likely or certain to be incurred.  Most provisions have been included under the heading for creditors.

Redemption of Debt
The City Council is required to set aside from the revenue account each year a minimum amount as provision for the redemption of debt (MRP).  The amount involved is shown in the consolidated revenue account net of the depreciation charge made for fixed assets.  Amounts set aside from revenue to finance capital expenditure on General Fund services are also included in the appropriation section of the consolidated revenue account.  Debt management expenses have been charged to the HRA and to outside bodies whose debt is managed by Salford, on the basis of the mid year credit ceiling.  In the case of General Fund services and the DSOs, debt management expenses have been charged in proportion to the notional interest charged.

Reserves and Balances
Reserves and balances are amounts set aside for purposes falling outside the definition of provisions.  Details of the amounts held as at 31st March 2004 are shown in the notes to the Consolidated Balance Sheet.

Support Service Costs (Overheads)
Central support service costs (including any relevant element of service management expenses) in respect of  Law and Administration, Development Services, Finance, I.T. Services and Personnel, are fully recharged to all users, including trading undertakings, DSOs, capital accounts, other support services and other bodies.

These costs have been charged out in accordance with Service Level Agreements which have been produced on the basis of staff time and units of output and they incorporate associated overheads.

The cost of corporate management and democratic core has been separately identified and it has been allocated to an individual objective heading within the Consolidated Revenue Account.

The costs of complying with specific regulations relating to the provision of services and the management of those services have been charged direct to the service concerned but they have not in all cases been allocated to a specific objective heading within the service. 
Value Added Tax
Value Added Tax is included in the accounts only to the extent that it is irrecoverable.

SECTION 6 :

THE CONSOLIDATED REVENUE ACCOUNT

FOR THE YEAR ENDED 31st  MARCH 2004
	2002/2003
	
	2003/2004

	Net Exp
	Service
	Exp
	Income
	Net Exp
	Revised

Estimate

	£000s
	
	£000s
	£000s
	£000s
	£000s

	
	Central Services
	
	
	
	

	4,244 
	
	  Corporate & Democratic Core
	6,357
	(464)
	5,893
	5,967

	3,190
	
	  Non Distributed Costs
	2,389
	0
	2,389
	2,393

	3,940
	
	  Central Services to the Public
	25,666
	(22,128)
	3,538
	3,397

	11,374
	
	
	34,412
	(22,592)
	11,820
	11,757

	
	
	
	
	
	
	

	630 
	
	Court & Probation Services
	709
	(33)
	676
	685

	
	
	
	
	
	
	

	
	
	Cultural Environmental & Planning Services
	
	
	
	

	
	
	
	
	
	
	

	16,632
	
	  Cultural & Related Services
	17,550
	(3,339)
	14,211
	14,587

	
	
	
	
	
	
	

	15,474
	
	  Environmental Services
	22,882
	(6,173)
	16,709
	16,338

	
	
	
	
	
	
	

	9,107
	
	  Planning & Development Services
	26,993
	(17,014)
	9,979
	10,453

	
	
	
	
	
	
	

	41,213
	
	
	67,425
	(26,526)
	40,899
	41,378

	
	
	
	
	
	
	

	116,895
	
	Education Services
	164,300
	(39,314)
	124,986
	124,812

	
	
	
	
	
	
	

	29,799
	
	Highways, Roads and Transport Services
	33,753
	(2,466)
	31,287
	30,931

	
	
	
	
	
	
	

	16,105
	
	Housing Services
	174,141
	(164,035)
	10,106
	13,711

	
	
	
	
	
	
	

	62,007
	
	Social Services
	117,827
	(52,920)
	64,.907
	64,977

	
	
	
	
	
	
	

	278,023
	
	Net Cost of Continuing Services
	592,567
	(307,886)
	284,681
	288,251

	
	
	
	
	
	
	

	
	
	Discontinued Service
	
	
	
	

	
	
	
	
	
	
	

	(53) 
	
	Probation
	42
	(37)
	5
	17

	
	
	
	
	
	
	

	277,970
	
	Net Cost of Services
	592,609
	(307,923)
	284,686
	288,268

	
	
	
	
	
	
	

	
	
	
	
	
	

	77
	
	Precepts & Levies (not attributable to services)
	
	93
	93

	
	
	
	
	
	
	

	
	
	Trading Account (Surpluses) and Deficits
	
	
	
	

	234
	
	  DSOs
	
	
	(173)
	(195)

	352
	
	  Other
	
	
	187
	216

	
	
	
	
	
	
	

	(14,917)
	
	Transfers to/(from) Asset Management Revenue Account
	
	
	(124)
	614

	
	
	
	
	
	
	

	(8)
	
	(Gains)/losses on Debt Rescheduling
	
	
	339
	106

	
	
	
	
	
	
	

	(250)
	
	Dividend Income
	
	
	(299)
	(275)

	
	
	
	
	
	
	

	(247)
	
	Investment (Gains)/losses
	
	
	0
	0

	
	
	
	
	
	
	

	(2,403)
	
	Interest & Investment Income
	
	
	(1,861)
	(1,978)


THE CONSOLIDATED REVENUE ACCOUNT

FOR THE YEAR ENDED 31st  MARCH 2004 (Contd. )
	2002/2003
	
	                                                   2003/2004

	Net Exp


	Service
	
	
	Net Exp
	Revised

Estimate

	£000s
	
	
	
	
	£000s
	£000s

	
	
	
	
	

	(1,200)
	
	Pensions interest cost and expected return on pensions assets
	3,400
	3,400

	
	
	
	
	

	259,608
	
	NET OPERATING EXPENDITURE
	286,248
	290,249

	
	
	
	
	
	

	(2,984) 
	
	Deficit transferred from HRA Balances
	
	
	(681)
	(4,501)

	
	
	
	
	
	
	

	(132)
	
	Contribution from DSO Reserves
	
	
	(30)
	(23)

	
	
	
	
	
	
	

	
	
	Contribution to/(from) Earmarked Reserves
	
	
	
	

	2,142
	
	- School Balances
	
	
	(438)
	(438)

	(169)
	
	- Other Reserves
	
	
	877
	1,437

	
	
	
	
	
	
	

	
	
	Contribution to/(from) Capital Reserves
	
	
	
	

	6,617 
	
	- Financing of Capital Expenditure
	
	
	2,450
	2,371

	(7,783)
	
	- Provision for Repayment of External Loans
	
	
	(8,148)
	(8,172)

	(1,772)
	
	- Major Repairs Reserve
	
	
	(1,700)
	(1,700)

	(6,385)
	
	- Grants and Contributions Deferred
	
	
	(7,807)
	(7,807)

	
	
	
	
	
	
	

	(400)
	
	Contribution from Pensions Reserve
	
	
	(3,800)
	(3,800)

	
	
	
	
	
	
	

	248,742 
	
	AMOUNT TO BE MET FROM GOVERNMENT GRANTS AND 

LOCAL TAXPAYERS
	266,971
	267,616

	
	
	
	
	

	(64,383)
	
	Demand on Collection Fund
	(68,531)
	(68,531)

	
	
	
	
	

	1,000 
	
	Transfer To Collection Fund (Previous Years Deficit)


	1,000
	1,000

	(119,091)
	
	Revenue Support Grant
	(138,152)
	(138,152)

	
	
	
	
	

	(66,616)
	
	Distribution from NNDR Pool
	(63,204)
	(63,204)

	
	
	
	
	

	(348)
	
	(SURPLUS)/DEFICIT FOR THE YEAR
	(1,916)
	(1,271)

	
	
	GENERAL FUND RESERVES :-


	
	

	4,695 
	
	Balance Brought Forward at 1st April
	5,043
	5,043

	348
	
	+/- Surplus/(Deficit)
	1,916
	1,271

	5,043 
	
	Balance at 31st March
	6,959
	6,314


NOTES TO THE CONSOLIDATED REVENUE ACCOUNT

1.
General

The Consolidated Revenue Account brings together the income and expenditure relating to all the City Council’s functions in one consolidated statement.


The statement reflects the revised standard service analysis included in the Best Value Accounting Code of Practice 2003. 

2. Non Distributed Costs


This includes the following items :-

   
Cost of added years pension in respect of voluntary early retirements/ redundancies amounting to £0.673m.

   
Pensions past service costs (see note 11).

3. Central Services to the Public


This includes the following items :-

   
Council Tax and Non Domestic Rates collection costs.

   
Council Tax benefit payments and administration.

   
Registration of Electors, Births, Deaths and Marriages.

   
Land Charges.

   
General Grants, Bequests and Donations.

4.      Probation Service


From 1st April 2001 the Probation Service is funded centrally by the National Probation Service. Up to that date the City Council paid a levy to the Greater Manchester Probation Committee which was partly reimbursed by a grant from the Home Office. In 2003/04 the Consolidated Revenue Account includes residual costs related to the function.

5.
Levies by Other Bodies and Other Miscellaneous Services

The net cost of services includes the following amounts which are charged by precept or levy for services not directly provided by the City Council :-

	
	2003/04

£000s
	2002/03

£000s

	Highways, Roads and Transport Services

    Greater Manchester Passenger Transport    Authority

Environmental Services

   Greater Manchester Waste Disposal Authority

  Environment Agency – Flood Defence 
	9,499

6,696

   829
	9,129

6,342

   783


In addition the following are included within the heading Precepts and Levies within operating expenditure :-

	
	2003/04

£000s
	2002/03

£000s

	 Association of Greater Manchester Authorities (AGMA)

 Secretariat

 AGMA - North West Regional Chamber
	 51

42
	 36

 41


6.
Rescheduling of Debt

The appropriate net discount/premium arising from the rescheduling exercises carried out since 1992/93 has been transferred to revenue in 2003/2004.  A proportion of this amount has been transferred to the HRA via the statutory charge.


Debt Rescheduling Exercise 2003/04


In February 2004, the Council undertook significant debt rescheduling.  £78.2m of PWLB loans were repaid (at a premium of £22.4m) and replaced by the equivalent value of LOBO loans (see glossary), primarily to secure a £1.4m interest revenue saving.  £84.4m of Council stock was repurchased (at a premium of £16.2m) and again replaced with the equivalent value of LOBO loans, securing a further interest saving of £0.6m.  The premiums have been financed from capital funds and are being amortised to revenue over the life of the replacement loans.  In the event of an option being taken to terminate LOBO loans early, there is adequate provision in the Provisions for Credit Liabilities (PCL) account to allow the immediate writing-off to revenue of any remaining balance.

7.
Asset Management Revenue Account 

This account comprises the following:-





£000s 
 £000s  


Income:


Capital Charges
- General Fund/DSOs
(27,294)



- Housing Revenue Account
(20,661)




-------- 
(47,955)


Capital grants released from the government




grants deferred account


(3,230)







-------- 





(51,185)


Expenditure:


External Interest Payable




- General Fund/DSOs
14,867


- Housing Revenue Account
18,354






-------- 






33,221 


Depreciation
- General Fund
 17,840




--------
51,061






 ---------


Balance to the consolidated revenue account
 
     (124)







           

8.
Provision for Repayment of External Loans 


The City Council is required to set aside a minimum revenue provision (MRP) for the redemption of external debt.  In 2003/04 the City Council's MRP liability is shown under this heading net of (i) the depreciation charged to the asset management revenue account and  (ii) the reduction in accordance with the Local Authorities (Capital Finance) (Amendment) Regulations 1993 to mitigate the net loss to the City Council arising from the commutation of certain specific grants in October 1992.  The details are shown below:-






£000s  
£000s  


Minimum Revenue Provision
12,635


Less:  Commutation
(2,943)




--------    
9,692
 


Less:  Depreciation – General Fund

         (17,840)







-------- 







         (8,148)







===== 

9.
Trading Undertakings

          (i)    Direct Service Organisations (DSOs)

             
Details of the trading performance in respect of DSOs are shown on page 79.        


(ii)
Markets



The City Council operates trading undertakings at 2 markets, located at Eccles and Swinton, the results of which were as follows:-

	
	2003/04
£000s
	2002/03
£000s

	

Expenditure



Income
	198

(226) 
	307 

(234)

	

(Profit) / Deficit
	 (28)
	73 





(iii)
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 overleaf shows the total cost of operating the Building Control function divided between chargeable and non-chargeable activities.

	
	
	
	2003/04
	
	
	2002/03

	
	Chargeable
	Non Chargeable
	Total Building Control
	Chargeable
	Non Chargeable
	Total

Building

Control

	
	£000
	£000
	£000
	£000
	£000
	£000

	Expenditure
	
	
	
	
	
	

	Employees
	222
	249
	471
	236
	244
	480

	Premises
	-
	-
	-
	-
	-
	-

	Transport
	12
	14
	26
	12
	13
	25

	Supplies & Services 
	126
	3
	129
	65
	1
	66

	Central & Support Servs
	97
	130
	227
	111
	116
	227

	Total
	457
	396
	853
	424
	374
	798

	
	
	
	
	
	
	

	Income
	
	
	
	
	
	

	Building Regs Charges
	(497)
	-
	(497)
	(446)
	-
	(446)

	Misc. Income
	-
	(141)
	(141)
	-
	(88)
	(88)

	Total 
	(497)
	(141)
	(638)
	(446)
	(88)
	(534)

	
	
	
	
	
	
	

	(Surplus)/ Deficit for the year
	(40)
	255
	215
	(22)
	286
	       264         


10.
Publicity
Section 5 of the Local Government Act 1986, requires expenditure on publicity to be disclosed.  Detailed below is the City Council's expenditure incurred in 2003/04 together with the comparative figures for 2002/03.

	
	2003/04
£000s
	2002/03
£000s

	Recruitment advertising

Other advertising

Promotions

Other publicity
	742

9

823

187
	978

(73)

781

122

	

Total
	1,761
	1,808 


11.       Defined benefit pension schemes

 As part of the terms and conditions of employment of its officers and other non-teacher employees, the City 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 City Council has a commitment to make the payments that needs to be disclosed at the time that employees earn their future entitlement.

For LGPS members, the City 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 2003/04 the contribution rate was based on a valuation as at 31st March 2001.

The LGPS is a funded scheme, meaning that the employer 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 Pensions 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 City Council.

In addition, while the Teachers’ Pension scheme is otherwise treated as a defined  contribution scheme (see note 12 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 Consolidated Revenue Account after Net Operating Expenditure.  The following table summarises the transactions made in the Consolidated Revenue Account during the year.

	
	Local Government

Pension Scheme
	Teachers Pensions

(added years element)

	
	2003/04

£000
	2002/03

£000
	2003/04

£000
	2002/03

£000

	Within Net Cost of Services:
	
	
	
	

	
current service cost


past service costs
	11,700

1,700
	12,000

2,000
	
	

	
	
	
	
	

	Within Net Operating Expenditure:
	
	
	
	

	
interest cost


expected return on assets in the scheme
	29,100

(25,700)
	29,000

(30,200)
	
	

	
	
	
	
	

	Amounts to be met from Govt. Grants and Local Taxation:
	
	
	
	

	
Movement on pension reserve
	(6,000)
	(2,500)
	2,200
	2,100

	
	
	
	
	

	
	10,800
	10,300
	2,200
	2,100

	Actual amount charged against Council Tax for pensions in year:
	
	
	
	

	
employer’s contributions payable to scheme
	8,800
	8,300
	
	

	
Discretionary awards benefits payable to pensioners
	2,000
	2,000
	2,200
	2,100

	
	10,800
	10,300
	2,200
	2,100


Note 16 to the Consolidated Balance Sheet contains details of the assumptions made in estimating the figures included in this note.  Note iv) to the Statement of Total Movements in Reserves details how the estimates made in preparing figures for previous years have had to be revised by actual experience (eg the expected return on investments).

12.
Defined contribution pension schemes
As part of the terms and conditions of employment of its teacher employees, the City Council offers retirement benefits through membership of the pension scheme for teachers, administered by the Teachers’ Pensions Agency on behalf of the Department for Education and Skills (DfES).  This is a contributory final salary occupational pension scheme, which is contracted out of the State Second Pension.  The City Council pays an employer’s contribution based on employees’ pensionable pay to the Teachers’ Pensions Agency.  The contribution rate is set by the DfES 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.

The pension scheme for teachers 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.

In 2003/04, the City Council paid an employer’s contribution of £7.8m (£4.6m in 2002/03) based on 13.5% of employees’ pensionable pay (8.35% in 2002/03).  These sums are included in the Net Cost of Services.

The costs of pensions on mandatory or discretionary added years awarded on teachers’ early retirements, and the related Pensions Increase Act payments, are met in full direct by the City Council.  This element is treated as a defined contribution scheme and dealt with in accordance with note 11 above.

13.
Leases
The City Council holds various assets under operating leases.  The value of assets covered by new leases taken out during the year was as follows:-
	
	2003/04
£000s
	
	2002/03
£000s

	
	842
	
	658



The leasing rentals paid during the year were as follows:-
	
	2003/04
£000s
	
	2002/03
£000s         

	
	1,959
	
	2,355


As at 31st March 2004 the City Council has a commitment to meet the following leasing charges:-






£000s



2004/2005 
1,219



2005/2006
790



2006/2007 to 2009/2010
621
total estimated rentals outstanding

The cost of the assets and the liability for future rental payments are not recorded in the 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 2003/04 payroll services were provided to Eccles 6th Form College and the Salfordian Trust to a value of £4,000 (£5,000 in 2002/03).
15.
Members' Allowances
The Council has 60 elected members to whom £0.710m was paid in allowances in the year (£0.675m in 2002/03).

16.
Employees’ Remuneration
The number of employees whose remuneration, excluding pension contributions, was £50,000 or more in 2003/04 was:

	Remuneration Band
	2003/04
	2002/03

	
	<---------------Number of Employees--------------->

	
	Total
	Total

	£50,000 - £59,999

£60,000 - £69,999

£70,000 - £79,999

£80,000 - £89,999

£90,000 - £99,999

£100,000 - £109,000
	27

5

6

2

-

1
	16

8

2

2

1

-

	Total        
	41
	29


17.
Transactions with Related Parties 
Under Financial Reporting Standard FRS8 Related Party Transactions, the City Council is required to disclose transactions with certain other bodies or individuals. Details of the City Council's transactions with Central Government, other local authorities, precepting or levying bodies, subsidiary and associated companies, and employee pension funds are shown in the relevant sections of the statement.  There were no relevant  transactions with members of the City Council or City Council employees.

18
Agency Services

The City Council provides legal, financial, personnel, administrative and valuation and estates services to the Greater Manchester Police Authority under the terms of an annually negotiated service level agreement.  The cost of the provision which is fully reimbursed was £2.302m (£2.258m in 2002/03).

19.
Salford Learning Difficulties Pooled Budget
The pooled budget is a means by which the City Council and Salford NHS Primary Care Trust can bring resources together in a joint budget that is easily accessible to both commission and provide services.  This enables flexible and integrated support and care to be offered to people with learning difficulties and their families.  The City Council acts as ‘host’ to the pool.  Income and expenditure for the pool is set out below :-

	
	2003/04

£000
	2002/03

£000

	Pooled Fund Income :


City Council share of pool


Salford NHS PCT share of pool


Client & other non-pool income
	6,558

7,660

   4,298
	7,112

7,627

   2,962

	Total Pooled Fund Income
	18,516
	17,701

	Gross Pooled Fund Expenditure
	(18,303)
	(17,493)

	Surplus for the year
	         213
	      208


The City Council’s share of the pool is included within Social Services net expenditure in the Consolidated Revenue Account.

The closing balance is included within sundry creditors in the Balance Sheet.

 20.    Audit Costs
The Statement of Recommended Practice now requires the City Council to disclose the amount it has paid to the external auditors for work carried out in performing statutory functions and providing any additional services, such as tax advice.

In 2003/04 the City Council incurred the following fees relating to external audit and inspection:

	
	2003/04

£000
	2002/03

£000

	
	
	

	· Fees payable to the Audit Commission with regard to external audit services carried out by the appointed auditor
	301
	254

	
	
	

	· Fees payable to the Audit Commission in respect of statutory inspection


	81
	102

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


	121
	103

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


	0
	5

	Total
	503
	464


SECTION 7 :

THE CONSOLIDATED BALANCE SHEET

AS AT 31ST MARCH 2004

	2003

£000s
	As at 31st  March


	Notes 
	2004

£000s
	
	2004

£000s

	549,719

189,053

737

52,859

1

51,956
	fixed assets
Operational Assets


Council dwellings


Other land and buildings


Vehicles, plant and equipment


Infras          Infrastructure assets

Community assets

Non Operational Assets

Non-operational land and 
property
	(1)
	568,567

210,478

4,585

44,149

1

70,753
	
	

	844,325
	
	
	
	
	898,533        

	1,970

2,551
	Deferred Charges

Stock Discount


Debt Rescheduling Premiums
	(2)
	1,852

40,565
	
	

	
	
	
	
	
	42,417



	10,566
	long term investments
	(4)
	
	    
	10,566

	602

9,260

1,070

313
	long term debtors

Mortgages


Ex-Manchester Airport


Car Loans


Other
	(5)
	495

9,077

878

539
	
	

	11,245
	
	
	
	    
	   10,989        

	870,657
	total long term assets
	
	
	
	962,505

	1,129

58,851

61,644

11,719
	current assets

Stocks, WIP and stores


Debtors (net of bad debts 
  provision) and prepayments


Short term investments


Cash
	(6)

(7)

(4)
	1,008

58,493

18,000

10,333
	
	   

	133,343
	
	
	
	       
	87,834

	1,004,000
	total assets
	
	
	        
	1,050,339


SECTION 7 :

THE CONSOLIDATED BALANCE SHEET

AS AT 31ST MARCH 2004 (Contd. )

	2003

£000s
	As at 31st March
	Notes
	2004

£000s
	
	2004

£000s

	(13,438)

(71,068)

(7,483)
	current liabilities

Borrowing - amounts falling due   
  
within one year



Creditors & Receipts in Advance


Cash overdrawn
	(8)
	(797)

(64,502)

(6,501)
	
	

	(91,989)
	
	
	
	
	(71,800)

	912,011 
	total assets less current liabilities
	
	
	
	978,539

	(453,085)

(14,107)

(2,740)

(96)

(132)

(11,889)

(136,000)
	     Long term borrowing


Deferred liabilities


Deferred credits 


Lowry provision

     Debt Rescheduling


Insurance Fund


Pensions Liability
	(9)

(10)

(11)

(13)

(14)

(15)

(16)
	(452,023)

(13,718)

(2,553)

(96)

(176)

(12,501)

(73,100)
	

	

	(618,049)
	
	
	
	
	(554,167)

	293,962 
	total assets less liabilities
	(3)
	
	
	424,372

	231,543 

126,297 

        49,462

1,360 

6,600 

(1,098)

570 

3,287 

(136,000)

6,898 

5,043 
	reserves and balances

Fixed Asset Restatement Reserve


Capital Financing Reserve

     Government grants deferred


Usable Capital Receipts Reserve


Housing Revenue Account


Collection Fund Deficit


HRA Repairs Account Reserve

    
LMS Schools


Pensions Reserve


Other Reserves


General Fund Reserve
	(17)

(17)

(12)

(17)

(17)

(17)

(17)

(17)

(17)

(17)

(17)
	
	
	 278,894

 135,452

58,214

2,144

5,919

(953)

248

2,849

(73,100)

7,746

6,959

	293,962 
	total equity
	
	
	
	424,372


A. WESTWOOD CPFA

Director of Corporate Services

23rd July 2004
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	gross book value as at 31st march 2003
	566,082


	207,018
	2,332
	133,017
	1
	52,398
	960,848
	

	Capital expenditure during year
	16,853
	7,259
	3,223
	5,534
	73
	9,401
	42,343
	

	Reclassification of Assets


	0
	(6,993)
	0
	0
	0
	6,993
	0
	

	Disposals
	(26,186)
	(11,015)
	(57)
	0
	0
	(4,135)


	(41,393)
	

	Revaluations during year
	27,764
	25,042
	1,491
	(692)
	(73)
	6,343
	59,875
	

	gross book value as at 31st march 2004
	584,513


	221,311
	6,989
	137,859
	1
	71,000
	1,021,673
	

	Depreciation at 31st March 2003
	(16,363)
	(17,965)
	(1,595)
	(80,158)
	0
	(442)
	(116,523)
	

	Depreciation for  year
	(15,946)
	(4,974)
	(853)
	(13,552)
	0
	(161)
	(35,486)
	

	Depreciation on revalued/assets sold
	16,363
	12,106
	44
	0
	0
	356
	28,869
	

	net book value as at 31st march 2004
	568,567
	210,478
	4,585
	44,149
	1
	70,753
	898,533
	


Notes:
The fixed assets were valued on the 1st April 1999 and the current five year rolling programme of revaluation is scheduled to be completed on 1st April 2004.

  
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 are valued at cost. Other associated works on environmental improvements etc are not considered to materially affect the asset value.

All other assets are valued at the lower of net current replacement cost and net realisable value.

A detailed valuation of the City Council’s housing stock has been undertaken. 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 of  ‘right to buy’.

The net book value of non operational assets includes £15.9m in respect of work in progress on assets at 31.3.2004.

Valuer  -  R. Wynne (Development Services) A.R.I.C.S.

Financing of Capital Expenditure

The City Council finances capital expenditure on a cash basis.  However, the authority needs to account for capital expenditure on an accruals basis, showing the amounts owing to contractors etc, for incorporation into the City Council’s asset register and balance sheet.

The City Council’s capital expenditure and details of how it was financed are as follows :-

	
	2003/04

£000s
	2002/03

£000s
	
	2003/04

£000s
	2002/03

£000s

	Fixed assets
	42,343
	55,116
	Loans
	13,345
	18,797

	Deferred charges
	22,931
	16,079
	Capital Receipts
	9,915
	6,319

	Total on an Accruals Basis
	65,274
	71,195
	Capital Grants
	20,977
	22,296

	
	
	
	Major Repairs Allowance
	15,946


	16,363



	Prepayments/Accruals included within the above
	554
	(160)
	Revenue

Other
	2,450

530
	7,077

183

	
	
	
	Unfunded
	2,665
	0

	
	
	
	
	
	

	Total Capital Expenditure on a Cash Basis
	65,828
	71,035
	
	65,828
	71,035


Statement of  Major Physical Assets

The City Council held the following major fixed assets as at 31st March 2004:-

Of the16 libraries two are housed in Social Services Community Centres, one in a school and one in a neighbourhood office.

Buildings

Education & Leisure
Community and Social Services
        16
Libraries

11
Children’s Homes


3
Art Galleries & Museums

5
Day Nurseries & Family Centres








3 
Leisure Centres with Pools

5
Elderly Persons’ Homes


5
Leisure Centres without Pools

4
Adult Training Centres


3 
Pools

4
Handicapped Persons’ Homes


4
Nursery Schools

8
Day Centres


41
Primary Schools

9
Community Centres





10
Secondary Schools


4
Special Schools
Trading Services

11
Youth Centres

2
Halls


24
Caretakers' Houses

2
Markets


4 
Pupil Referral Units

Environmental Services
Other Buildings

4
Cemeteries

24
Civic Offices


2
Crematoria

1
Depots





10
Other Buildings

Planning




149
Industrial Units
Vehicles*




59
Refuse/Street Cleansing vehicles

Council Dwellings

2
Mobile Libraries


14,743
Houses

1
Limousines


1,379
Bungalows

118
Vans


3,800
Flats - High-rise

65
Trucks


7,714

- Low-rise

1
Car






50
Mini Buses and Coaches


34
Other


*
Majority of vehicles are leased

Infrastructure

Land
 
87km
Principal Roads
1,543  
Hectares


62km
Other Classified Roads



623km
Unclassified Roads



Commitments under Capital Contracts

The City Council has to plan its capital expenditure in advance of work proceeding.  At the 31st March 2004 the City Council had approved a Capital Programme for 2004/2005 amounting to £115m which will result in commitments being carried forward into future years.  A total amount of £56m was contractually committed at the 31st March 2004 and the significant contracts under these capital schemes were as follows:-

	
	£m

	Seedley and Langworthy

Broughton Partnership

Public Sector  Enhancement of Residential Stock

Inner Relief Road

Cadishead Way

Highways Principal Roads

Beacon Resource Centre

New Deal Condition/Modernisation

The Albion School


	7.4

10.8

14.2

2.4

14.5

1.4

1.7

3.5

0.4


Deferred Purchase Scheme

The City Council entered a £3m Deferred Purchase agreement in December 1989 for the funding of the construction of Phase III of the Civic Centre. The balance outstanding of £1.8m was renegotiated in December 1999 for a period of four years and the fourth and final repayment of £0.45m under the terms of the new agreement was made in April 2003.  The value of the asset is included within fixed assets and the balance outstanding under the agreement was included in loans outstanding. 

Rolling Programme for the Revaluation of Fixed Assets

The following statement shows the progress of the City Council’s rolling programme for the revaluation of fixed assets. The basis of the valuation is shown in the statement of accounting policies. 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

	
	£000
	£000
	£000
	£000

	Valued at Current Value in :
	
	
	
	

	- Current year
	584,513
	144,976
	26,360
	755,849

	-     2002/03
	-
	15,939
	24,872
	40,811

	· 2001/02

· 2000/01

· 1999/00
	-

-

-
	6,768

3,064

50,564
	1,441

1,309

17,018
	8,209

4,373

67,582

	
	584,513
	221,311
	71,000
	876,824


2. 
Deferred Charges

Movements in deferred charges during the year were as follows:-

	
	Balance

1/4/03

£000s
	Expenditure

2003/04

£000s
	Written 

Down

£000s
	Balance

31/3/04

£000s

	Church Aided Schools

Assistance to Industry

Community Development

Private Sector Housing

Lowry Centre ERDF Grant

Stock Discount

VER Scheme

Premiums on the Rescheduling of Loans
	-

-

-

-

-

1,970

-

2,551
	1,042

888

138

19,023

1,166

-

673

38,669
	(1,042)

(888)

(138)

(19,023)

(1,166)

(118)

(673)

(655)
	-

-

-

-

-

1,852

-

40,565

	
	4,521
	61,599
	(23,703)
	42,417


(i)
Expenditure incurred during the year has been charged to the service revenue accounts and any grant received towards this expenditure has been credited to the corresponding service revenue account.

(ii)
Premiums on the rescheduling of loans are being written off over the life of the replacement loans.

3.
Analysis of Net Assets Employed
	
	31st March 2004

£000s
	31st March 2003

£000s

	General Fund

Housing Revenue Account

Collection Fund

DSOs
	(21,387)

446,700

(953)

12
	(121,714)

416,732

(1,098)

42

	
	424,372
	293,962


4.
Investments

Long term investments consist of:-

	
	31st March 2004

£000s
	31st March 2003

£000s

	Manchester Airport plc

SUBEL Ltd.

Chapel Wharf Ltd

Modesole Ltd.

Other
	10,214

335

15

1

1
	10,214

335

15

1

1

	
	10,566
	10,566


Further details concerning these investments are included in note 20, related businesses and companies.

The investments are shown in the balance sheet at their original cost.

Short term investments:-

The City Council also invests balances which are temporarily surplus to requirements for short periods at market rates of interest.

Related PartyTransactions
Included in the temporary investment balance are the following sums invested on behalf of partner organizations

· City Leisure   
£760,000

· NPHL
£2,540,000

5.
Long Term Debtors
	
	31st March 2004

£000s
	31st March 2003

£000s

	Mortgagors

Manchester Airport plc

Car Loans

Other
	495

9,077

878

539
	602

9,260

1,070

313

	
	10,989
	11,245



The City 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 City Council is shown in the table above. 

6.
Stocks and Work in Progress

An analysis of stocks and work in progress is shown below:-

	
	31st March 2004

£000s
	31st March 2003

£000s

	Stocks and stores

Provisions


	1,029

-


	1,067 

129 

 

	
	1,029
	1,196 

	Less:  Provision for future losses
	(21)
	(67)

	
	1,008
	1,129 


7.

Debtors and Prepayments

An analysis of debtors and prepayments is shown below:-

	
	31st March 2004

£000s
	31st March 2003

£000s

	Customs and Excise

Government departments

Capital

Other local authorities

Local Taxpayers and NDR 

Housing rents (net of prepayments)

Sundry debtors

Housing Benefits (overpayments)

Other 

Accrued interest on investments 
	3,113

14,002

2,031

332

19,203

5,378

12,330

7,706

10,581

479
	3,224  

7,803  

351  

535  

22,451  

5,647  

13,067  

7,199  

13,534  

450  

	Less:
Provision for bad debts
	75,155

(19,772)
	74,261  

(19,665) 

	Total Debtors
	55,383


	54,596  

	Prepayments
	3,110
	4,255

	
	58,493
	58,851



Related Party Transactions


The figure for sundry debtors includes the following amounts :

· New Prospect Housing Ltd.  £2,544,000

· Salford Community Leisure     £217,000
Creditors and Receipts in Advance
8.
Creditors and Receipts in Advance


The figures shown for creditors include general creditors and provisions and an analysis of each of these is given below:-

	
	31st March 2004

£000s
	31st March 2003

£000s

	Government departments 

Inland Revenue

Other local authorities

Local Taxpayers and NDR 

Housing rents

Sundry creditors

Capital accruals

Residents' savings

Other 

Small Reserves and Fund Balances
	14,230

3,351

1,548

1,830

98

33,494

481

440

7,254

134
	15,011  

2,997  

1,341  

2,102  

102  

40,725  

1,036  

387  

5,119  

167  

	
	62,860
	68,987 

	Provisions

Provision for Future Costs

Repayment of Grant

Amalgamated Schools

Charging Policy Income
	486

679

-

477
	644  

962  

                  25

450  

	
	64,502
	71,068


Related Party Transactions 

The figure for sundry creditors includes the following amounts :

· Greater Manchester Pension Fund 
£70,000

· New Prospect Housing Ltd.           
£485,000

· Salford Community Leisure              
£16,000


Provisions


Provision for Future Costs -  this provision was used during 2003/04 to meet the cost of pay reviews for Housing Officers (Management).  Additional monies were allocated to the provision to provide for an anticipated compensation payment in April 2004.


Repayment of Grant  -  an amount has been earmarked for the possible repayment of grants and subsidy received.


Amalgamated Schools – the provision has been set up to meet any costs arising from the review of primary school places and was fully absorbed during 2003/04.


Charging Policy Income – the provision is for the repayment of income generated under new charging policy, subject to ongoing review and reassessment of service users personal financial circumstances.

9.
Long Term Borrowing

An analysis of long term loans is shown below:-

	
	
	Total Outstanding at

	
Source of Loan
	Range of Interest Rates Payable

%
	31st March 2004

£000s
	31st March 2003

£000s

	Public Works Loan Board

Money Market

Stock

L.C.C.

PWLB – Airport

Money Market - Airport 
	4.86 to 11.00

2.75 to 11.38

7.00 to 8.25

5.79

9.00 to 11.50

9.00 to 11.50
	117,775

227,577

95,567

566

10,538

-
	193,916

68,009

180,000

622

4,347

6,191

	
	
	452,023
	453,085



These loans are repayable over the following periods:-

	
	2003/04
£000s
	2002/03
£000s

	Maturing in 1-2 years

Maturing in 2-5 years

Maturing in 5-10 years

Maturing in 10-15 years

Maturing in more than 15 years
	451

1,637

6,025

70,294

373,616
	414

9,759

62,726

61,453

318,733

	
	452,023
	453,085


10.
Deferred Liabilities

The City Council assumed responsibility for its share of the debt outstanding in respect of the former Greater Manchester County Council when that body was wound up on the 31st March 1986.

11.
Deferred Credits

This item comprises mainly deferred capital receipts and the deferred discounts from the rescheduling of debt.


Deferred capital receipts are amounts derived from sales of fixed assets, which will be received in instalments over agreed periods of time.  They arise principally from mortgages on sales of council houses.


Deferred rescheduling discounts represent the discounts received from a number of debt rescheduling exercises carried out from 1992/93 onwards.  The appropriate amount of discounts will be credited to the revenue account annually over the period of the replacement loan or three years, whichever is the longer.

	
	31st March 2004

£000s
	31st March 2003

£000s

	Deferred capital receipts

· Loans

· Council house sales

Private Street Works

Deferred Rescheduling Discounts
	323

441

5

1,784
	88

546

7

2,099

	
	2,553
	2,740


12.
Government Grants Deferred Account

Capital grants received and accrued are credited initially to the government grants deferred account.  Grants received in respect of deferred charge expenditure are transferred to the revenue account to offset the relevant expenditure.  Grants received in respect of non depreciating assets are transferred to the Capital Financing Reserve.  The remaining grants received are released to the Asset Management Revenue Account to match the depreciation charged on the asset to which the grant relates. 

	Balance brought forward

Received and accrued in year from government departments

Less:
•
 Grants on non depreciating assets

            •
 Grants relating to deferred charges

            •
 Release to match depreciation charged

Balance carried forward
	£000s

49,462 


24,038  


(162)

(11,894)

(3,230)


             

58,214










=====

13.      Lowry Provision


The provision was set up to help to meet the agreed contributions under the terms of the agreement with The Lowry.  The majority of the provision was used in 2002/03 to meet an outstanding debtor.

14. Debt Rescheduling


During 1999/2000 £0.7m of annuity loans in respect of  Manchester Airport were rescheduled to loans maturing over various periods to 2024 and a provision has been established to meet the principal sums as they fall due. 

15.
Insurance fund


The Fund meets liability claims which are settled for amounts of less than £100,000, with external insurers continuing to cover claims for amounts in excess of £100,000.


Under the terms of the fire insurance policy the City Council is required to meet the cost of claims up to £10,000 for dwellings and up to £100,000 for schools and this cover is also provided by the insurance fund.

16a
Defined benefit pension schemes
Note to the Consolidated Revenue Account contains details of the City Council’s participation in the Local Government Pension Scheme and the added years element of the DfES’s pension scheme for teachers.

The actuarially-estimated underlying assets and liabilities for retirement benefits attributable to the City Council at 31st March 2004 are set out in the table below.

	
	Local Government

Pension Scheme
	Teachers Pensions (added years element)
	Total

	
	31/03/04

£000
	31/03/03

£000
	31/03/04

£000
	31/03/03

£000
	31/03/04

£000
	31/03/03

£000

	Present value of scheme liabilities
	(475,500)
	(447,400)
	
	
	(475,500)
	(447,400)

	
	
	
	
	
	
	

	Present value of unfunded liabilities
	(29,300)
	(29,100)
	(31,100)
	(33,300)
	(60,400)
	(62,400)

	
	
	
	
	
	
	

	Assets
	462,800
	373,800
	0
	0
	462,800
	373,800

	Net liability
	(42,000)
	(102,700)
	(31,100)
	(33,300)
	(73,100)
	(136,000)


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

· the deficit on the LGPS will be made good by increasing contribution 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 teacher’s 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 31st March 2004.

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

	
	Assumptions

as at 31/03/04

% per annum
	Assumptions

as at 31/3/03

% per annum

	Rate of inflation
	2.9
	2.5

	Rate of increase in salaries
	4.4
	4.0

	Rate of increase in pensions
	2.9
	2.5

	Rate of discounting scheme liabilities (3.5% real)
	6.5
	6.1


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.

	Assets
	Long term return at 31/3/04

%
	Assets at 31/3/04


£000
	Long term return at 31/3/03

%
	Assets at 31/3/03

£000

	Equities
	7.7
	313,100
	8.0
	236,400

	Bonds
	5.1
	  73,500
	4.8
	  67.200

	Property
	6.5
	  47,500
	6.0
	  43,800

	Cash
	4.0
	  28,700
	4.0
	  26,500

	Total
	6.9
	462,800
	6.9
	373,900


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

16b
Defined contribution pension schemes
There are no contributions remaining payable at the year end relating to the DfES’s pension scheme for teachers.

The teachers’ pension scheme is a defined benefit scheme.  However, it is not possible for the City 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 distinctive balances on the balance sheet.

The City Council is responsible for the costs of benefits on mandatory or discretionary added years awarded on teachers’ early retirements.  This element is treated as a defined contribution scheme and these benefits are fully accrued in the pensions liability described in note 16a) above.

17.
Reserves and Balances


Usable Capital Receipts Reserve

Details of this account are provided in note i) to the Statement of Total Movements in Reserves on page 60.

            
Fixed Asset Restatement Reserve

Details of this account are provided in note ii) to the Statement of Total Movements in Reserves on page 60.


Capital Financing Reserve

Details of this account are provided in note iii) to the Statement of Total Movements in Reserves on pages 60 and 61.


Provision for credit liabilities

Under the terms of the Local Government and Housing Act 1989 the City Council is required to set aside the following amounts for debt redemption


-  a minimum revenue provision (MRP) based on the credit ceiling 


-  prescribed proportions of capital receipts


-  the value of any ERDF grant received for accounting periods prior to 1st April 2000


The following account shows how the City Council has complied with the requirement:-

	
	
	Memorandum Account

Provision for Credit Liabilities
	
	

	
	
	£000s
	

	
	Balance brought forward

Amount set aside for MRP

Reserved capital receipts

Set aside credit cover for G.Mex


	22,577

9,692

13,909
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	Amounts applied to repay loans

Used in place of new borrowing
	46,196

(9,692)

(19,343)
	

	
	Balance carried forward
	17,161 
	



All the above entries are held within the capital financing reserve on the balance sheet.


Earmarked Reserves and Balances

Full details of these accounts are provided in note v) to the Statement of Total Movements in Reserves on page 62.

18.
Contingent Assets and Liabilities 



Municipal Mutual Insurance

On the 30th September 1992, the City 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 6th 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 29th January 1993 and the City 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 City Council.


As at 31st March 2004 the estimated value of unpaid claims made by third parties was £2,934,599,     £98,692 remained unpaid in respect of claims made by employees and £22,000 in respect of professional negligence.  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.


Manchester Airport plc

Manchester Airport plc has agreed to reimburse the City 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.


Chapel Wharf Ltd.

The City Council has agreed to indemnify Chapel Wharf Ltd., to a maximum amount of £345,000 plus inflation, in the event of the Office of the Deputy Prime Minister (ODPM)  exercising a right of pre-emption in respect of land sold by the ODPM to Chapel Wharf Ltd.


Modesole Ltd.

As a result of the City 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 (see also note 20 and 23).


IDEA Ltd.


The City 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. 


Salford University Business Enterprises Ltd. 

The directors have decided to realise the company's assets and to distribute the proceeds to the shareholders.  At this stage it is expected there will be no overall deficit after discharging the company's liabilities, therefore no provision has been made in the balance sheet for any shortfall.


Lowry Centre


Under an agreement dated 19th March 1997 the City Council has agreed with the Arts Council and the Lowry Centre Trust (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.  In addition the agreement includes a commitment that the City Council will guarantee to underwrite the Trust with a minimum sum of £350,000 per annum in return for outreach services which the trust will provide to schools and residents.


The agreement came into operation on the 1st April 2000 and the amount of the fixed annual contribution will be reviewed every five years beginning from the starting date but the annual contribution will not be reduced below £350,000.


The terms of the agreement are irrevocable except with the consent of the Arts Council.


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 2002/03. This variation raises the annual contribution rate to £0.927m. The original basic contribution of £0.677m each year will remain subject to review in 2005/06 taking into account the Trust’s annual business plan. 


Section 117 of the Mental Health Act


There is a possibility that Salford City Council may need to reimburse some ex-service users for charges made whilst they were receiving Community Care Services as part of a Section 117 Aftercare package.  The number and cost cannot be determined until further investigation of case files has been undertaken.  No provision has been made in the balance sheet for these potential liabilities.


Equal Pay Claims

Under the Equal Pay Act 1970 as modified by the Equal Pay Act (Amendment) Regulations 2003, employees have the right to claim compensation from their employer for failing to give equal pay for work of equal value.  The full extent of the value of any such claims against the Council cannot currently be assessed.  The City Council is taking steps to mitigate any impact by conducting a comprehensive job evaluation review of the gradings of every member of staff.  The review is expected to be completed by October 2004 and any revision of gradings implemented over the subsequent three financial years.


Manchester/Salford Inner Relief Route

As part of the construction of the Inner Relief Route, the City Council obtained land from ITV plc group by compulsory purchase order.  Compensation paid so far amounts to £3.9 million, but the final account is still being negotiated and ultimately is likely to depend upon the decision of a Land Tribunal hearing in February 2005.  As the likely outcome of that decision cannot be assessed, no provision has been made in the balance sheet.

19.
Trust Funds

The City Council administers funds on behalf of 13 various trusts with a total fund value of £1.019m.  All trust funds are excluded from the City Council's accounts except for an amount of £49,000 which represents the accumulated interest in respect of the Isaac Felix Sahal Wills Trust. This sum is included within the small reserves and fund balances of creditors.

20.
Related Businesses and Companies

The City 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.  


New Prospect Housing Limited (NPHL)

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


The company is an ALMO (arms-length management organisation) of the Council, formed on 16th September 2002.  It is wholly-owned by the City 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 31st March 2004, the company had net assets of £30,000 (£1,000 in 2002/03). In 2003/04, the profit before tax was £26,000 (£4,000 in 2002/03).


Further information and details of the financial statements of NPHL may be obtained from the company secretary : Roger Taylor, New Prospect Housing Ltd., Turnpike House, Eccles New Road, Eccles M50 1SW


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 1st October 2003. SCL is an independent organisation from the City Council but works in partnership with the City Council to develop mutual strategic aims and objectives.  It has therefore been treated in these accounts as a separate organisation.  The City Council has a funding agreement in place for the provision of services from SCL and purchased £1,430,483 (excluding VAT) for the period 1st October 2003 to 31st March 2004.


Further information and details of the financial statements of SCL may be obtained from the Secretary to the Board.


Susan Leonard


Salford Community Leisure Limited


Minerva House


Pendlebury Road


Swinton


Salford


M27 4EQ


Manchester Airport plc

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


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


At the year ended 31st March 2004, the company had net assets of £    m (£644m at 31st March 2003).  The profit before tax was £   . m and after tax was £  .m (2002/03 profit before tax  £11.2m, and after tax £5.7m).


A dividend of £0.  m was received in 2003/04 (£0.250m in 2002/03).


Salford University Business Enterprises Ltd. (SUBEL)

The principal activity of the company is investing in and managing businesses and property.


The City Council owns 23,500 £1 ordinary shares, equivalent to 37% of ordinary share capital, and 311,500 £1 non-voting preference shares.  SUBEL is considered to be an associated company and is treated in these accounts as a related party.


At the year ended 31st July 2003, the company had net assets of £120,590 (31st July 2002 assets of £124,462).  In 2002/03 the loss before and after tax was £3,872 (2001/02 profit of £150,531).


During 2003/04, no trading took place between SUBEL and the City Council, nor is there any indebtedness at 31/03/2004.


The directors have decided to realise the company’s assets and to distribute the proceeds to shareholders during 2004/05.


Chapel Wharf Ltd.

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


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


At the year ended 31 March 2004, the company had net assets of £6.1m (£6.0m in 2002/03).  In 2003/04 the loss before and after tax was £29,924 (2002/03 loss before tax £62,370 and after tax £51,470).


Modesole Ltd.


Modesole Ltd. (formerly the GM Property Trust) is the holding company for the ten Greater Manchester districts’ interests in the Midland Hotel and Conference Centre (MHCC) and G-Mex Ltd. (formerly Central Station Properties [CSPL]). Modesole is 100% owned by the ten districts. Salford’s holding in Modesole is 941  £1 shares which represents  9.4% of the company and its commitment is limited to the extent of this shareholding. Shares were distributed to the districts pro rata to the population of each at the date of transfer from the Greater Manchester County Council (GMC), on 1st April, 1986.


These mechanisms arise from the GMC initiatives to redevelop the area of land around the G-Mex site, inherited by the ten GM districts in 1986 upon abolition of the GMC.  
G-Mex is 52% owned by Modesole.  On the 24th February 2004, Modesole Ltd sold the whole of its 22.9% shareholding in the Midland Hotel & Conference Centre Ltd.  Part of the proceeds were used by Modesole Ltd to repay loans and loan guarantees that were owed to the Greater Manchester districts.  Salford  City Council received £0.407m as its share which was treated in the accounts as a capital receipt.  Subsequently Modesole Ltd. declared a dividend, part of which was paid in May 2004.


In the Modesole accounting year ended 30th September, 2003, the company sustained a loss on ordinary activities after tax of £18,282    (previous year loss £15,073). The company had net assets at 30th September, 2003 of £293,761 (£312,043 at 30th September, 2002). Further information and details of the financial statements of Modesole may be obtained from the company secretary, W J Lawley, Borough Solicitor, P.O. Box 15, Town Hall, Rochdale OL16 1AB.

t


Salford Hundred Venture Ltd. - Shareholding 2 £1 shares, equivalent to 22% of issued share capital.


Companies limited by guarantee with the City Council's liability limited to £10 in each case:-



Salford Information Technology Centre Ltd.


The Salford/Trafford Groundwork Trust Ltd.


The Salford Phoenix Initiative Ltd.


Salford Foundation Ltd. (liability limited to £1)


Requests for further details on any of the above companies should be made to the Corporate Accountancy Section, Corporate Services Directorate, Civic Centre, Chorley Road, Swinton M27 5AW (telephone 0161 793 3245).

21.
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 City 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.  The balances are not available to the City Council for general use.


The balances held at 31st March are:-

	
	2004

£000s
	2003
£000s

	Schools managed locally


- underspendings carried forward



- overspendings carried forward
	   4,892

(2,043)
	4,596 

(1,309)

	Net underspendings carried forward
	   2,849
	3,287 


22.
Economic and Monetary Union (EMU)


On the 1st 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 9th 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 City 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 City Council to date. (There were no committed costs as at 31st March 2004).

23.
Post Balance Sheet Event

Modesole Ltd, a company in which the City Council has a 9.4% shareholding, declared a dividend of £3.0m at the end of April 2004 of which the Council will receive £0.276m (see also note 18 and 20).

SECTION 8 : STATEMENT OF TOTAL MOVEMENTS IN RESERVES

	
	2003/04
	2002/03

	
	£000s
	£000s
	£000s
	£000s

	Surplus/(deficit) for the year:
	
	
	
	

	· General Fund

· Housing Revenue Account

add back Movements on specific revenue reserves

deduct Appropriation from pension reserve

Actuarial gains/(losses) relating to pensions
	1,916

(681)

233

(3,800)

66,700
	
	348

(2,984)

1,354

(400)

(102,500)
	

	Total increase/(decrease) in revenue resources 

(note 1)


	
	64,368
	
	(104,182)

	Increase/(decrease) in usable capital receipts
	785
	
	1,343
	

	Increase / (decrease) in unapplied capital grants and contributions
	- 

          
	
	- 

           
	

	Total increase/(decrease) in realised capital resources (note 2)


	
	785 
	
	1,343 

	Gains/(losses) on revaluation of fixed assets 

Impairment losses on fixed assets owing to general changes in prices
	87,206

- 

           
	
	1,387

- 

          
	

	Total increase/(decrease) in unrealised value of fixed assets (note 3)
	
	87,206


	
	1,387

 



	Value of assets sold, disposed of or decommissioned (note 3)


	
	(39,855)
	
	(15,270)

	Capital receipts set aside

Revenue resources set aside

Movements on Government Grants Deferred

Movement on Major Repairs Reserve
	23,843

(14,688)

  8,752

         -
	
	11,895

(7,123)

  19,690

         -
	

	Total increase/(decrease) in amounts set aside to finance capital investment (note 4)
	
	17,907
	
	24,462 

	Total recognised gains and losses
	
	             

130,411
	
	             
 (92,260)


NOTES TO THE STATEMENT OF TOTAL MOVEMENTS IN RESERVES


1.  Movements in revenue resources

	
	
	General

Fund

£000s
	HRA

£000s
	Earmarked

Reserves

£000s
	Pensions

Reserve

£000s

	
	
	
	
	
	

	
	Surplus/(deficit) for 2003/04
	1,916
	(681)
	-
	-

	
	Appropriations to/from revenue
	-
	-
	233
	(3,800)

	
	Actuarial gains/(losses) relating to pensions
	       -
	       - 
	        -
	  66,700

	
	
	1,916
	(681)
	233
	62,900

	
	Balance brought forward at 1 April 2003
	5,043
	6,600
	9,657
	(136,000)

	
	Balance carried forward at 31 March 2004


	6,959
	5,919
	9,890
	 (73,100)


2.  Movements in realised capital resources

	
	Usable capital

receipts
£000s

	
	Amounts receivable in 2003/04
	10,876

	
	Amounts applied to finance new capital investment in 2003/04
	(10,091)


	
	Total increase/(decrease) in realised capital resources in 2003/04
	785

	
	Balance brought forward at 1 April 2003

Balance carried forward at 31 March 2004
	1,360

         

2,145




3.   Movements in unrealised value of fixed assets, and value of assets sold, disposed of or       decomissioned
	
	
	Fixed asset restatement reserve

£000s

	
	
	

	
	Gains/(losses) on revaluation of fixed assets in 2003/04 

Impairment losses on fixed assets due to general changes in prices in 2003/04
	 87,206

- 

            

	
	Total increase/(decrease) in unrealised capital resources in 2003/04
	87,206


	
	Amounts written off fixed asset balances for disposals in 2003/04

Total movement on reserve in 2003/04


	(39,855)

             
47,351

	
	Balance brought forward at 1 April 2003
	231,543

               

	
	Balance carried forward at 31 March 2004


	278,894


4.  Movements in amounts set aside to finance capital investment

	
	Capital Financing Reserve

£000s
	Government Grants Deferred

£000s
	Total

£000s

	
	Capital receipts set aside in 2003/04


- reserved receipts


- usable applied receipts
	13,928

9,915

           
	-

-
	

	
	Total capital receipts set aside in 2003/04


	 

23,843
	-
	23,843

	
	Revenue resources set aside in 2003/04

- capital expenditure financed from revenue

- reconciling amount for provisions for loan   repayment
	18,396

(33,084)

            
	-

-


	

	
	Total revenue resources set aside in 2003/04


	(14,688)
	-
	(14,688)



	
	Grants received in the year

Grant applied to capital investment in 2003/04

Amounts credited to the asset management revenue account in 2003/04

Movement on Government Grants Deferred
	-

-

-
	24,038

(12,056)

(3,230)

8,752

 
	8,752

           

	
	Total increase/(decrease) in amounts set aside to finance capital investment


	            
	                  
	17,907


	
	Total movement on reserve in 2003/04
	9,155
	8,752
	

	
	Balance brought forward at 1st April 2003
	126,297

             
	49,462

           
	

	
	Balance carried forward at 31st March 2004
	135,452
	 58,214


	


The following notes i) to v) are not required to be disclosed, but are given to provide a more thorough explanation of the movements on Reserves.

Note i)
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 1.4.03
	1,294
	66
	1,360

	Receipts in year
	6,105
	18,698
	24,803

	Less:

Amounts Set Aside

Receipts applied in financing

Provision for repayment of government grants

Insurance applied in financing
	7,399

(18)

(5,076)

(116)

(61)
	18,764

(13,909)

(4,839)

-

-
	26,163

(13,927)

(9,915)

(116)

(61)

	Receipts in hand 31.3.04
	2,128
	16
	2,144


Note ii)
Fixed Asset Restatement Reserve

The account reflects in the main the surpluses or deficits arising from the periodic revaluations of fixed assets.  The net book value of assets disposed of is charged to the reserve.

Details of the reserve are as follows:-

	
	General

Fund

£000s
	HRA

£000s
	Total

£000s

	 Balance brought forward

 Gain / (Loss) on revaluation of assets

 Disposal of fixed assets
	1,311

36,648

(14,328)
	230,232

50,558

(25,527)
	231,543

87,206

(39,855)



	
	 23,631
	255,263
	278,894 


Note iii)
Capital Financing Reserve

The account represents principally the amounts required to be set aside from revenue resources and capital receipts for the repayment of debt.  In addition it includes amounts which have been used from revenue, capital grants and capital receipts to finance the capital programme. The account, the balance of which is not available to support any of the City Council's expenditure, is detailed overleaf.

	
	General

Fund

£000s
	HRA

£000s
	Total

£000s

	Balance brought forward
	(34,832)
	161,129
	126,297

	Amounts set aside - Capital Receipts
	83
	13,845
	13,928

	Amounts used to finance capital expenditure
	
	
	

	    Capital Receipts

    Revenue
	5,076

396
	4,839

18,000
	9,915

18,396

	Provision for debt repayment
	(13,235)
	(12,559)
	(25,794)

	Additional debt repayment
	354
	-
	354

	Grants released to match depreciation
	3,230
	-
	3,230

	Government grants on non depreciating assets
	162
	-
	162

	Writedown of deferred charges
	(11,036)
	-
	(11,036)

	
	(49,802)
	185,254
	135,452


The provision for debt repayment has been restated between General Fund and the HRA to correct the balance brought forward.

Note iv)
Pensions Reserve
The overall movements in the surplus/deficit, set out in note 1, are analysed in further detail below

	
	Local Government

Pension Scheme
	Teachers Pensions (added years element)
	Total

	
	2003/04

£000
	2002/03

£000
	2003/04

£000
	2002/03

£000
	2003/04

£000
	2002/03

£000

	
	
	
	
	
	
	

	Opening surplus/(deficit)
	(102,700)
	2,300
	(33,300)
	(35,400)
	(136,000)
	(33,100)

	Current service cost
	(11,700)
	(12,000)
	
	
	(11,700)
	(12,000)

	Employer contributions
	8,800
	8,300
	
	
	8,800
	8,300

	Contributions in respect of unfunded benefits
	2,000
	2,000
	2,200
	2,100
	4,200
	4,100

	Past service costs
	(400)
	(300)
	
	
	(400)
	(300)

	Settlements/curtailments
	(1,300)
	(1,700)
	
	
	(1,300)
	(1,700)

	Net return on assets
	(3,400)
	1,200
	
	
	(3,400)
	1,200

	Actuarial gains/losses
	66,700
	(100,500)
	
	
	66,700
	(100,500)

	Closing surplus/(deficit)
	(42,000)
	(102,700)
	(31,100)
	(33,300)
	(73,100)
	(136,000)


The actuarial gains identified as movements on the pensions reserve in notes 1 and iv) above are further analysed below.  They are measured as absolute amounts and as a percentage of GMPF assets or liabilities.

	
	2003/04
	2002/03

	
	£000s
	%
	£000s
	%

	
	
	
	
	

	Differences between the expected and actual return on assets
	66,300
	14.33
	(105,500)
	(28.22)

	Differences between actuarial assumptions about liabilities and actual experience
	400
	0.08
	5,000
	1.05

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

	
	66,700
	
	(100,500)
	


Note v)
Other Reserves and Balances

	
	Balance

1/4/03

£000s
	Transfers in during year

£000s
	Transfers

out during year

£000s
	Balance

31/3/04

£000s

	Other earmarked reserves
	
	
	
	

	
DSO appropriation account
	42
	499
	(529)
	12

	
Manchester Airport Reserve
	5,702
	-
	-
	5,702

	
Invest to Save Fund
	225
	21
	(7)
	239

	
Barton Moss Trading
	276
	387
	(17)
	646

	
Risk Management Fund
	93
	144
	(135)
	102

	
General Contingency
	560
	-
	(560)
	-

	
Systems Development Reserve
	-
	1,045
	-
	1,045

	

	6,898
	2,096
	(1,248)
	7,746

	HRA Reserves
	
	
	
	

	
HRA Surplus Account
	6,600
	2,067
	(2,748)
	5,919

	
Major Repairs Reserve
	-
	15,946
	(15,946)
	-

	
HRA Repairs Account Reserve
	570
	248
	(570)
	248

	
	
	
	
	

	Major fund reserves
	
	
	
	

	
Collection Fund
	(1,098)
	145
	-
	(953)

	
LMS Schools & Colleges
	3,287
	-
	(438)
	2,849

	
General Fund Reserve
	5,043
	1,916
	-
	6,959


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 City 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 plc.

The Invest to Save Fund was set up in 1997/98 to finance projects, primarily aimed at delivering longer term savings, some of which could be recycled back into the fund to maintain an adequate level for investment in subsequent years.

The Barton Moss Trading Reserve which was set up in 1996/97 to meet any deficits arising on the trading account and to support specific items of expenditure.

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 General Contingency Reserve has been established to cover unforeseen future expenditure. As no unforeseen expenditure was incurred during the current financial year the balance has now been used to support the Insurance Fund and General Fund Reserve.

The Systems Development Reserve was established in the current financial year to assist in providing for the implementation of new systems under the e-Government initiative.

The HRA Surplus Account was established in 1989/90 to provide a working balance for the Housing Revenue Account.

The Major Repairs Reserve was established during the year under the Accounts and Audit Regulations 1996. The reserve can only be used for capital expenditure on HRA assets. Expenditure is charged directly to the reserve and not the HRA.    

The HRA Repairs Account Reserve has been set up in the Housing Revenue Account to meet the repair, maintenance and improvement programme expenditure.
The Collection Fund  balance represents a surplus or (shortfall) in the collection of council tax.  This balance forms part of the calculation of the council tax requirement in future years.

LMS Schools – the amount of any budget not spent in the year is available for future use by the schools. The balances are not available to the City Council for general use.

The General Fund Reserve  receives surpluses from and meets deficits on the General Fund Revenue Account. Earmarked contributions, underspendings and the balance from the General Contingency Reserve have been transferred to the account during the year.

SECTION 9 : THE CASH FLOW STATEMENT

FOR THE YEAR ENDED 31ST MARCH 2004
	2002/03
	
	2003/04

	£000s
	
	£000s
	£000s

	194,750

175,644

29,099

67,292

6,287
	Revenue Activities
Cash Outflows 

Cash paid to and on behalf of employees

Other operating cash payments

Housing Benefit paid out

National non-domestic rate payments to national pool

Precepts paid from Collection Fund
	202,164

218,258

23,956

69,922

8,160
	

	473,072
	
	
	522,460

	(28,056)

(54,171)

(66,616)

(67,592)

(119,091)

(84,127)

(62,120)

(42,714)

(22,902)
	Cash Inflows 

Rents (after rebates)

Council Tax Income

National non-domestic rate receipts from national pool

Non-domestic rate receipts

Revenue Support Grant

DWP Grants for benefits

Other Government grants

Cash received for goods and services

Other operating cash receipts
	(27,489)

(58,921)

(63,204)

(60,945)

(138,152)

(92,442)

(81,422)

(42,122)

(20,911)
	

	(547,389)
	
	
	(585,608)

	(74,317)
	
	
	(63,148)

	34,648

0

(2,186)

(250)
	Returns on Investments and Servicing of Finance
Cash Outflows 

Interest paid

Premiums on Debt Rescheduling

Cash Inflows
Interest received

Dividend income
	36,820

38,668

(2,083)

(299)
	

	32,212
	
	
	73,106

	(42,105)
	Net cash flow from revenue activities
	
	9,958

	55,186

16,288
	Capital Activities
Cash Outflows

Purchase of fixed assets

Other capital cash payments
	42,898

22,930
	

	71,474
	
	
	65,828

	(12,662)

(30,498)

(425)
	Cash Inflows

Sale of fixed assets

Capital grants received

Other capital cash receipts
	(22,404)

(22,497)

(930)
	

	(43,585)
	
	
	(45,831)

	(14,216)
	Net cash (inflow) / outflow before financing
	
	29,955

	25,118
	Management of Liquid Resources
Net increase/(reduction) in short term deposits


	
	(43,644)


THE CASH FLOW STATEMENT

FOR THE YEAR ENDED 31ST MARCH 2004 (Contd. )
	2002/03
	
	2002/03

	£000s
	
	£000s
	£000s

	
	Financing
	
	

	14,383

-
	Cash Outflows

Repayments of amounts borrowed

Repurchase of stock


	112,660

84,433
	

	(17,200)
	Cash Inflows
New long term loans
	(182,198)
	

	(12,255)
	New short term loans
	(802)
	

	 (15,072)
	
	
	14,093

	 (4,170)
	Net reduction/(increase) in cash
	
	(404)

	
	
	
	
	


NOTES TO THE CASH FLOW STATEMENT

1.
General

This consolidated statement summarises the inflows and outflows of cash arising from transactions with third parties for revenue and capital purposes.

2.
Revenue Activities

The net cash flow can be reconciled to the Consolidated Revenue Account as follows:-

	
	2003/04
	2002/03

	
	£000
	£000
	£000

	(Surplus) per Consolidated Revenue Account
	
	(1,916)
	(348)

	Non-cash transactions

-
minimum revenue provision

-
financing of capital expenditure (inc.MRA)

-
contribution (to)/from reserves

- 
premiums on debt rescheduling

-
other non-cash movements
	(9,692)

(18,396)

811

38,668

(3,369)
	
	(9,115)

(23,440)

 61

-

 (624)

	
	
	8,022
	(33,118)

	Items on an accruals basis
-
increase/(reduction) in stock

-
increase/(reduction) in revenue debtors

-
(increase)/reduction in revenue creditors
	(121)

(2,038)

6,011
	
	     (147)  (791)

(7,701)

	
	
	3,852
	(8,639)



	Net cash flow from revenue activities
	
	9,958
	(42,105)




3. Analysis of Net Debt
	
	As at

31.03.03
	Receipts
	Payments
	Reclass-

ification  of Debt
	As at

31.03.04

	
	£000
	£000
	£000
	£000
	£000

	Long Term Debt 

Deferred Liabilities 

Short Term Debt 

Short Term Investments
	(453,085)

(14,107)

(13,438)

61,643 
	(183,000)

0 

0 

(1,303,043)
	183,649

0

13,443

1,259,400
	413

389

(802)
	(452,023)

(13,718)

(797)

18,000

	Cash in hand/

(overdrawn)
	(418,987)

4,236
	(1,486,043)

 
	1,456,492

(404)
	0


	(448,538)

3,832

	
	(414,751)
	(1,486,043)
	1,456,088
	0
	(444,706)


4.
Reconciliation of Net Debt

	
	2003/04
	2002/03

	
	£000
	£000
	£000
	£000

	
	
	
	
	

	Net debt 31st March prior year
	(414,751)
	
	(428,966)
	

	Net debt 31st March current year
	(444,706)
	
	(414,751)
	

	Change in the year


	
	(29,955)
	
	14,215

	Represented by :


	
	
	
	

	(Reduction)/Increase in cash
	
	(404)
	
	4,170

	Net reduction/(increase) in borrowing
	
	14,092
	
	(15,072)

	Increase/(Reduction) in investments
	
	(43,643)
	
	25,117

	
	
	(29,955)
	
	14,215


5.
Other Government Grants are analysed below:-

	
	2003/04
	2002/03

	
	£000
	£000

	Ayslum Seekers

Benefits Administration Subsidy

Education Standards Fund

Education Other

European Community Grants

Housing Market Renewal Fund

Housing Revenue Account Subsidy

Neighbourhood Renewal Fund

New Deal for Communities 

Single Regeneration Budget

Social Services

Supporting People

Other
	1,581

2,258

13,719

7,186

3,049

1,224

13,310

5,441

2,723

2,774

12,997

14,277

883
	1,203

998

16,297

5,196

4,691

0

10,295

4,081

1,693

3,220

11,924

66

2,456

	
	81,422
	62,120


6.
Other operating receipts include agency receipts, services to other authorities, other grants and contributions.

SECTION 10 : COLLECTION FUND

INCOME AND EXPENDITURE ACCOUNT

FOR THE YEAR ENDED 31ST MARCH 2004
	2002/03
	
	
	2003/04

	£000s
	
	Notes
	£000s
	£000s

	
	Income


	
	
	

	(55,189)
	Council Tax payers


	(2)
	(60,500)
	

	
	Transfers from General Fund
	
	
	

	(17,503)
	 
- Council Tax Benefit
	
	(19,038)
	

	             
	
	
	              
	

	(72,692)
	
	
	
	(79,538)

	  
	
	
	
	

	
	Contribution towards previous years
	
	
	

	
	Collection Fund Deficit
	(4)
	
	

	(65)


	
- GM Police
	
	(67)
	

	(31)
	
- GM Fire and Civil Defence
	
	(31)


	

	(1,000)
	
- City of Salford
	
	(1,000)
	

	
	
	
	
	(1,098)

	(67,443)

              
(141,231)
	Non Domestic Rate Payers
	(3)
	
	(60,748)

             

(141,384)

	
	Expenditure
	
	
	

	
	Precepts and Demands
	
	
	

	4,272
	
- GM Police
	(2)
	5,682
	

	2,015
	
- GM Fire and Civil Defence
	
	2,477
	

	64,383
	
- City of Salford
	
	68,531
	

	           
	
	
	               
	

	70,670
	
	
	
	76,690

	
	Non Domestic Rates
	(3)
	
	

	66,988
	
- Payment to National Pool
	
	60,277
	

	455

           
	
- Costs of Collection
	
	471

            
	

	67,443
	
	
	
	60,748

	
	Adjustment to the Provision for

Uncollectable Amounts
	
	
	

	3,120

         
	- Council Tax
	(2)
	
	3,801

           

	
	
	
	
	      

	2
	(Surplus)/Deficit for the Year
	(4)
	
	(145)

	1,096

          
 1,098


	Deficit as at 1st April

Deficit as at 31st March
	(4)
	
	1,098

           

     953


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
Council Tax was introduced from 1st April 1993 as a replacement for the Community Charge.  The tax requires that 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 City Council must estimate the equivalent number of band D properties, after allowing for discounts, exemptions, losses on collection etc.  For 2003/04, the calculation was as follows: -

	Valuation Band
	Total No. of Dwellings

(After discounts)
	Proportion to Band D


	Band D

Equivalent



	A-
	62
	
5/9
	34

	A
B

C

D

E

F

G

H
	45,466

15,156

11,543

4,927

2,490

1,102

735

42

---------

81,523
	6/9

7/9

8/9

1

11/9

13/9

15/9

18/9
	30,311

11,788

10,260

4,927

3,043

1,592

1,225

84

---------

63,264

	Less:  Allowance for losses on collection
	1,265

---------

	Council Tax Base
	
	61,999


The actual number of chargeable dwellings was 93,820  but after allowing for single person discounts, empty properties etc., the figure is reduced to 81,523.

Individual charges are calculated by estimating the amount of income required for the services of the City Council and the Greater Manchester Police and Fire and Civil Defence Authorities and dividing this by the Council Tax base.  This basic amount of Council Tax for a band D property, £1,236.96 for 2003/04 (£1,139.23 in 2002/03), is multiplied by the proportion specified for the particular band to give an individual amount due.

3.
Non-Domestic Rates
The City Council collects non-domestic rates for its area, based on local rateable values multiplied by a uniform rate.  This rate is fixed by central government and was 44.4p in the pound for all sizes of property.

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 31st March 2004, was £183,925,147    

(£190,134,592 as at 31st March 2003).  

4.
Collection Fund Surpluses and Deficits
Regulations require the City 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 City 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 2003 it was estimated that at 31st March 2003 there would be a deficit of £1,098,000 relating to Council Tax transactions. The Collection Fund outturn 2002/03 reflected those estimates and therefore contributions were made in 2003/04.

The Council Tax account deficit of £0.953m as at 31st March 2004 reflects the estimate made in January 2004 and associated contributions will be required in 2004/05.

SECTION 11 : HOUSING REVENUE ACCOUNT

FOR THE YEAR ENDED 31ST MARCH 2004
	2002/03

£000s


	
	Notes
	2003/04

£000s
	

	66,775

779

3,196

63

56,837


	Income
Dwelling rents (gross)

Non-dwelling rents (gross)

Charges for services and facilities 

Contributions towards expenditure

HRA subsidy receivable (inc.MRA)  


	11

8


	67,339

796

4,570

62

57,474
	

	 127,650
	Total Income
	
	130,241
	

	 18,920

18,225

983

42,910

1,803

32,879

18,135

188
	Expenditure

Contribution to Housing Repairs Account

Supervision and management

Rents, rates, taxes and other charges

Rent rebates 

Increased provision for bad or doubtful debts

Cost of capital charge

Depreciation of fixed assets

Debt Management Costs
	14

15

12

7

9
	23,073

19,964

907

43,566

1,579

20,661

17,646

297
	

	
134,043
	Total Expenditure
	
	127,693
	

	6,393

(13,005)

155

(419)

(6,876)

6,338

5,294

(1,772)

            

   2,984

(9,584)

2,984

(6,600)
	Net Cost of Services

Transfer from the asset management revenue account

Amortised premiums and discounts

HRA investment income

Net Operating Surplus

Revenue contributions to capital expenditure

HRA contribution to MRP

Transfers from Major Repairs Reserve

TOTAL DEFICIT FOR YEAR

Balance brought forward

Deficit for year

Balance carried forward


	
	(2,548)

(2,307)

287

(191)

(4,759)

2,054

5,086

(1,700)

          

    681

(6,600)

    681

(5,919)
	


The figures for 2002/03 have been restated as a consequence of revised transactions in respect of resource accounting.

NOTES TO THE HOUSING REVENUE ACCOUNT

1.
General

A new financial framework for the Housing Revenue Account (HRA) based on a form of resource accounting was introduced from April 2001.

The main objective is to increase the transparency of the HRA, by showing the value of the  housing assets and the level of subsidy needed to maintain them.

This has the effect of replacing capital financing costs based on historic debt with capital charges linked to the value and depreciation of the stock.

2.      Housing Stock – Numbers and Valuation
The City Council was responsible for managing 27,636 dwellings during 2003/2004.  The stock was made up as follows:-

	
	2003/04
	2002/03

	Houses

Flats

Bungalows
	14,743

11,514

1,379
	53%

42%

5%
	15,707

11,796

1,382
	54%

41%

5%

	
	27,636
	100%
	28,885
	100%


The change in stock can be summarised as follows:-

	
	2003/04
	
	2002/03

	Stock at 1st April

Less:
Sales and demolitions



	
	28,885

(1,249)
	
	 


	29,345

(460)



	Stock at 31st March
	
	27,636
	
	
	28,885


The value of the stock is as follows :-

	
	Valuation

31st March 2004

£000s
	Valuation

31st March 2003

£000s

	Operational Assets

   Council Dwellings

   Other land and buildings

   Infrastructure

Non Operational Assets

   
	
	568,567

3,134

5,765

11,526
	 


	549,719

3,390

6,832

7,527



	Total
	
	588,992
	
	567,468


3.
     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 31st March 2004 was £963m (£927m as at 31st March 2003).

4. 
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.


£000

Balance brought forward 1st April 2003
Nil 

Transfers to the reserves
15,946

Funding of capital expenditure
(15,946)

Balance carried forward 31st March 2004
Nil 

5.     Capital Expenditure and Sources of Funding

	Type
	£000s
	Sources of funding
	£000s

	Dwellings
	16,853
	Major repairs allowance
	15,946

	Land & other property
	1,282
	Capital grants
	78

	Other
	-
	Revenue Contributions
	2,054

	
	
	Capital receipts
	57

	Total
	18,135
	
	18,135


6.     Summary of Capital Receipts

	Type
	Receipts
	Reserved
	Usable

	
	£000s
	£000s
	£000s

	Dwellings
	18,313
	13,692
	4,621

	Land & other property 
	284
	142
	142

	Mortgage repayments
	100
	75
	25

	
	
	
	

	Total
	18,697
	13,909
	4,788


7.     Cost of Capital Charge
The Code of Practice requires a notional capital charge to be made to the HRA for the use of fixed assets to arrive at the net cost of services. The charge is based on a statutory rate of interest (currently  3.5%) applied to the opening balance sheet valuation of the operational assets. The manner by which actual interest is charged to the HRA is stipulated in the Local Government and Housing Act 1989 and an adjustment representing the difference between the two interest charges is made to produce net operating expenditure. The figures involved are :-

	
	2003/04
	2002/03

	
	£000s
	£000s

	Notional interest charge
	(20,661)
	(34,651)

	Statutory interest charge
	18,354
	20,278

	Adjusting transfer from the AMRA
	(2,307)
	(14,373)


8.    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 and the cost of rent rebates and income from rents and interest on receipts.  Housing Subsidy supports the difference between notional costs and income. 

	
	
	2003/04

£000s
	2002/03

£000s

	Rent

Interest on receipts

Management & maintenance allowance

Major repair allowance

Charges for capital

Sub total housing element

Rent rebates

Adjustment to previous years entitlement

Total Housing Subsidy
	(60,524)

(31)

32,428

15,946

25,491

13,310

43,469

           695
57,474
	(59,154)

(42)

31,357

16,363

26,072

14,596

42,971

    (731)

56,836


9.      Depreciation
The HRA is charged an annual amount for the depreciation of assets, based on capital charges. In 2003/04 this figure was £17.6m (£18.1m in 2002/03). This includes £15.9m relating to council dwellings for which the principle adopted by the authority is that depreciation is equal to the major repairs allowance which reflects the maintenance of properties in their present condition.  

10.
Rent Arrears
Comparable data at 31st March was as follows:-

	
	
	2003/04
£000s
	2002/03
£000s

	Arrears at 31st March

Arrears as a percentage of gross rent income

Amounts written off during the year were

A contribution to a provision against potential future irrecoverable arrears was made during the year of

Gross Rent Income  -  dwellings

	6,505

10%

1,181

1,473

67,339
	6,616

10%

1,427

1,773

66,775


A bad debts provision has been made in the accounts in respect of potentially uncollectable rent.  The value of the provision at 31st March 2004 is £3.388m (31st March 2003 £3.096m). 

The movement in the year takes into account the value of write offs totalling £1,181,485.

11.
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
Shops
Other
Total



£000s
£000s
£000s
£000s

Gross Rent Income before allowances
69,471
532
264
70,267

Less:
Allowances for vacant properties
2,132
-
-
2,132





---------------------------------------------------

Gross Rent Income after allowances
67,339
532
264
68,135





=============================

During the year  3% of lettable properties were vacant (3.68% in 2002/03).  

Average rents were £51.16  in 2003/04 (£49.82 in 2002/03).

12.
Rent Rebates
Assistance with rents is available to those on low incomes under the Government's Housing Benefit scheme which is administered by the City Council.   65% of council tenants received help with the cost of rent in 2003/04 (61% in 2002/03).

13.
Reimbursement of Housing Benefit
The Government reimburses local authorities for the cost of rebates given to tenants under the Housing Benefit scheme.  The net shortfall / (income) to the City Council is as follows:-

	
	2003/04

£000s
	2002/03
£000s
	

	Rebates given

Reimbursements by Government (included

  within the heading HRA Subsidy)
	43,566

(44,164)
	 

42,910

(42,240)
	

	Net shortfall / (income)
	(598)
	670
	


14.
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:-



£000


Balance brought forward 1st April 2003
570 

            Add: Contribution in the year
 24,146


Less: Expenditure in the year
(24,468)



---------


Balance carried forward 31st March 2004                 248


            
15.
Related Party Transactions

Included in HRA expenditure is the payment of a management fee to NPHL, as follows :

· Contribution to Housing Repairs Account
£2,825,640

· Supervision and Management
£15,545,430

16.
Further Information
Each year the City 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, Crompton House, 100 Chorley Road, Swinton M27 6BP

SECTION 12 : DIRECT SERVICE ORGANISATIONS' 

SUMMARY REVENUE AND APPROPRIATION ACCOUNT

FOR THE YEAR ENDED 31ST MARCH 2004
	2002/03
£000s
	
	
	2003/04
£000s
	

	29,965 

1 

7,709 

85 

14 
	
	Income
Charges to other accounts of the Council


Charges under agency agreements

Other income

Increase in work in progress


Decrease in provision for future losses
	27,842

-

5,312

-

-
	

	37,774 
	
	Total Income
	33,154
	

	15,911 

5,482 

3,573 

6,387 

6,545 

96 

13 

- 

- 
	
	Expenditure
Direct labour

Materials

Sub-Contractors

Transport and plant

Overheads

Capital charges

Interest payable on stock balances

Decrease in work in progress

Increase in provision for future losses


	14,749

4,236

2,092

6,103

5,654

69

11

45

22
	

	38,007 

 
	
	Total Expenditure
	32,981  
	

	
	
	
	 
	

	233  
	
	Surplus/(loss) for the year
	173 
	

	174  

(233) 


	
	Appropriation Account Opening Balance

Add:     Surplus/(loss) for the year 
	42 

173 


	

	(59) 

101  
	
	Less:
Appropriation to General Fund
	215 

203 
	

	42  
	
	Closing Balance
	 12 
	


NOTES TO THE DIRECT SERVICE ORGANISATIONS' ACCOUNTS

1.
Operations
The Local Government Act 1999 abolished all statutory requirements in respect of compulsory competitive tendering for all DLO/DSO organisations as from 2nd January 2000. The City Council has decided to continue the arrangements which were in place and to produce separate trading accounts for each of the current DLO/DSO contracts. 

The City Council has the following six organisations  operating ten contracts :-

Citywide - operated contracts in respect of School and Welfare Catering, Other Catering and Building Cleaning.   These contracts provide all catering and internal cleaning of City Council premises throughout the city.

Building Services - responsible for work to City Council housing and other City Council buildings. The DSO ceased to operate as such with effect from 16th September 2002 and its activities were incorporated into New Prospect Housing Limited.

Highway Services - responsible for work to highways, street lighting and footpaths and for sewer maintenance under an agency agreement.

Outdoor Services (City Landscapes) - responsible for new landscaping work and grounds maintenance.

Cityclean - operated the contracts for Refuse Collection and Other Cleaning/Snow and Ice Removal and Vehicle Management and Maintenance. 

City Leisure - responsible for the management of sport and leisure facilities. The DSO ceased to operate as such with effect from 30th September 2003 and its activities were incorporated into Salford Community Leisure Limited.  

The workforce of the DSOs including part-time and casual staff was 1,613 in 2003/04 (2,049 in 2002/03).

2.
FRS17
The figures for 2003/04 and 2002/03 include adjustment in respect of the FRS17 accounting treatment which is explained further in the foreword and statement of accounting policies.  The DSO surplus for the year excluding this accounting adjustment was £478,000.

3.
Financial Performance
The turnover, expenditure and surplus/deficit for each category of work performed by the DSOs is detailed in the table below. 

	2002/03
	
	2003/04

	Turnover

£000
	Expenditure

£000
	Surplus/

(Deficit)

£000
	
	Turnover

£000
	Expenditure

£000
	Surplus/

(Deficit)

£000

	4,970
	5,036
	(66)
	Building Services
	-
	-
	-

	5,398
	5,653
	(255)
	Highway Services
	5,453
	5,494
	(41)

	2,991
	2,930
	61
	Other Cleaning
	2,960
	2,977
	(17)

	5,851
	5,714
	137
	School and Welfare Catering
	6,148
	5,973
	175

	673
	637
	36
	Other Catering
	776
	764
	12

	2,754
	2,714
	40
	Refuse Collection
	3,069
	3,022
	47

	2,365
	2,357
	8
	Building Cleaning
	2,409
	2,524
	(115)

	5,120
	5,220
	(100)
	Grounds Maintenance
	5,306
	5,372
	(66)

	3,495
	3,585
	(90)
	Sport and Leisure Management
	2,353
	2,377
	(24)

	4,157
	4,161
	(4)
	VMM
	4,680
	4,478
	202

	37,774
	38,007
	(233)
	Total
	33,154
	32,981
	173


The amount of turnover equates to the total income received including increases in work in progress and decreases in provision for future losses.

The figures for Sport and Leisure Management cover the period 1st April 2003 to the 30th September 2003. 

The figures for Building Services cover the period 1st April 2002 to the 15th September 2002.

Further details relating to the DSOs’ operations and copies of the full revenue accounts may be obtained by contacting the Accountancy Section, Corporate Services Directorate, Civic Centre, Chorley Road, Swinton, M27 5AW, telephone 0161 793 3245

SECTION 13 : GLOSSARY OF FINANCIAL TERMS
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.

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.

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 City Council and the services it provides for a period of more than one year.

Capital Charge
The charge to services for the use of fixed assets.  As a minimum, the capital charge must cover the annual provision for depreciation, where appropriate, plus a capital financing charge determined by applying a specified notional rate of interest to the net amount at which the asset is included in the balance sheet.

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 Revenue Account in respect of the minimum revenue provision and interest on money borrowed together with leasing rentals.

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 and Housing Act 1989.

With effect from 1st September 1998 100% of non-housing capital receipts and 25% of housing capital receipts may be used to finance new capital spending; the balance must be set aside to repay debt. 

CIPFA

The Chartered Institute of Public Finance and Accountancy, the leading professional accountancy body for public services.

Collection Fund

The transactions of the City Council as a charging authority in relation to NNDR and  Council Tax .

Community Assets
These are assets that the City 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.

Credit Approvals
The amount, as notified by Central Government, of capital expenditure which may be financed by loan, leasing or other forms of credit.  There are two types of credit approvals : basic credit approvals (BCAs) and supplementary credit approvals (SCAs).

Basic Credit Approvals - BCAs are issued by the Secretary of State before the beginning of the financial year and are only available for use in the relevant year for which they are issued.  Each authority receives a single BCA and under normal circumstances a BCA may be used for any type of capital expenditure.

Supplementary Credit Approvals - any government minister may issue an SCA for utilisation in relation to a particular category of expenditure.  SCAs will normally have effect only for the year in which they are issued although, in certain cases, they may be issued up to six months after a financial year has ended.

Creditors
Amounts owed by the City Council for goods and services provided where payment has not been made at the date of the balance sheet.

Debtors

Sums of money due to the City Council but not received at the date of the balance sheet.

Deferred Charges
Items of capital expenditure which do not result in, or remain matched by, tangible fixed assets.  Deferred charges are charged to revenue in the year in which the expenditure is incurred or are written down annually over an appropriate period where the expenditure provides a continuing benefit to 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.     

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 City 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 City Council’s discretionary powers.

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. 

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 City Council except for the Housing Revenue Account.  The net cost is met by the Collection Fund, Government Grants and re-distributed NNDR.

Income
Amounts due to the City 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 City 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.

Liquid Resources
Current asset investments that are readily disposable by the City Council without disrupting its activities and are readily convertible to known amounts of cash.

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 40 years), initially at a fixed interest rate.  Periodically (typically every 3 to 5 years), the lender has the ability to alter the interest rate.  Should the lender exercise this option, 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.

Minimum Revenue Provision (MRP)
Is 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 Central Government on the basis of an authority's  population.

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 City 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.

Precept
The amount levied by various authorities (e.g., the Greater Manchester Police Authority) which is collected by the City Council on their behalf.

Projected Unit Method

The method used by the actuary to value the City 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.

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 and Parliament and drawn from the national loans fund.

Related Parties
For the purposes of the City Council's accounts related parties are Central 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 1st 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 City Council;  the costs principally include employee expenses, capital financing charges and general running costs.

Revenue Support Grant (RSG)
A grant paid by Central 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 City 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.

Specific Grants
Government grants to local authorities in aid of particular services.

Specified Capital Grants (SCGs)
Certain government grants towards capital spending, e.g. house renovation grants.  Local authorities must apply a special accounting treatment to these grants, i.e. reduce their credit approvals by the amount of the grant received.  SCGs all relate to housing.

Standard Spending Assessment (SSA)

Central government’s assessment of the appropriate level of budget requirement for each local authority for a given year. The SSA is used to calculate the City Council’s revenue support grant. From 2003/04 SSAs will be replaced by FSSs (formula spending share).

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 City 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 departure must be disclosed in the published accounts.

Trust Funds

Funds administered by the City Council on behalf of charitable organisations and/or specific organisations.
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	£1,139.23

43.7p

£227.858 m

£249.090m

62,033
	
	Council Tax (Band D)

NNDR Rate Poundage

Formula Spending Shares (formerly Standard Spending Assessment)

Total Budget Requirement

Band D Equivalent Dwellings for 

Council Tax
	
	£1,236.96

44.4p

£260.581m

£268.887m

61,999
	

	12,452

37,191

131,145

18,528

16,566
	
	Actual Population
Under 5

5-17

18-64

65-74

75 and over
	
	12,052

36,685
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18,375

16,368


	

	215,882
	
	Total
	
	216,178
	

	
	
	
	
	
	

	9,723
	
	Area (Hectares)
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	8,739


	
	Manpower
Average Staffing Levels (full time equivalent)
	
	8,299


	

	
	
	
	
	
	

	52

6

2

0


	
	Political Make Up of Council as at 31/3/04
Labour

Liberal Democrat

Conservative

Other / Independent


	
	51

5

3
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NOTES TO THE CONSOLIDATED BALANCE SHEET


1.  Fixed Assets
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