STATEMENT OF ACCOUNTS 2001/2002
The following pages contain the accounts

of the City Council for the financial year 

ended 31st March 2002

.
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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 2002 is nearing completion, but the District Auditor 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.

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 2001 to 31st March 2002.  The pages which follow are the City Council's final accounts for 2001/02 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.

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.  

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.

The Consolidated Balance Sheet
The Consolidated Balance Sheet sets out the City Council's financial position as at the 31st March 2002. 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 where the money came from 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 non-domestic rates, council tax and residual community charges and it illustrates the way in which these have been distributed to precepting authorities and to the 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. A new financial framework based on a form of resource accounting has been introduced from April 2001 under an amendment to the Accounts and Audit Regulations 1996. 

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 DSO’s.

Capitalisation of revenue expenditure
The practice of charging certain revenue costs to capital was continued in 2001/02 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.  The expenditure involved is £2.106m in respect of staff redundancy and compensation payments.

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 2001/02 Financial Year
The City Council incurs capital and revenue expenditure each year.  Capital projects are those which tend to have a life in excess of one year and for which it is appropriate to spread the costs between the taxpayers who will be receiving benefits from the project.  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 revised estimate for 2001/02 was as follows:-


Revised

Estimate

£m
Actual

£m
Variance

£m

Net Expenditure



Contribution to General Fund Balances
238.9

    1.8
238.3

    2.4
-0.6

+0.6


240.7
240.7
-

Financed by:

Call on Collection Fund, Revenue Support Grant and NNDR
240.7
    240.7
-






The variation of £0.6m consisted of various under and overspendings and the main items involved are as detailed overleaf:-



£m

Education & Leisure





Additional advertising costs
+
0.187

Non achievement of payroll SLA receipts
+
0.165

Additional Learning Skills Council grant 
-
0.316

Insufficient provision for teachers pensions increases
+
      0.080

Security costs at the former Tech Train building
+
      0.083





Environmental Services







Additional cost of hire and repairs of hired vehicles
+
0.083





Corporate Services




Additional cost of housing benefits
+
0.096

Additional cost of Agency staff
+
0.200

Additional cost of computer equipment
+
0.238

Underspend on Community Committees budgets
-
0.180

Receipt of additional SRB grant income
-
0.145



Development Services







Underspending on highways work
-
0.335





Community and Social Services




Additional use of  agency foster care
+
0.240





General




Non filling of vacant posts/casual vacancies
-
0.965

Additional income from fees and charges
-
0.235

Reduction in investment interest
+
0.128

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.

REVENUE EXPENDITURE 2001/2002
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WHAT THE MONEY WAS SPENT ON: COSTS
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WHAT THE MONEY WAS SPENT ON: SERVICES

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 2001/02 are given on page 63.

Gross expenditure in the year on services within the HRA was £131.7m and gross income amounted to £130.3m resulting in a net expenditure on services of £1.4m (2000/01 net surplus £2.2m). After allowing for items within net operating expenditure and the appropriation section there was a net surplus on the revenue account of £4.3m.

Capital Expenditure
The City Council is able to incur capital expenditure only in so far 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 2001/02 the City Council spent £67.4m on capital projects and the categories of expenditure and methods of financing are shown on page 34.  

Major projects carried out during the year were:-



£m

Housing

Private Sector Renovation Grants
2.724

SRB 2 – Broughton
2.295

SRB 3 - Little Hulton
3.526

SRB 5 – Seedley/Langworthy Private Sector Clearance
3.782

Education and Leisure
New Primary Special School (Springwood)
2.170

New Deals for Schools
1.720

New High School (The Albion)
0.353

Schools Amalgamation                                                                                                        0.798

Salford Quays Watersports Centre
0.675

Development Services 

Eccles Town Centre
2.689

Chapel Street Regeneration
0.970

NWDA – Headroom Projects
0.484

Inner Relief Road
9.108

Other
Staff redundancy and compensation costs
2.106


Relocation of Staff
0.532

Project E Merge
0.474

Open Hire Agreement
0.870

The City Council's planned capital expenditure for 2002/03 is £63.3m of which £47.7m relates to major committed schemes referred to on page 35.  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 2001/02 was £527.9m whilst the level of debt outstanding at the 31st March 2002 was £449.1m.

During 2001/02 loans of £4.2m were taken from the PWLB and £46.0m from the money market to finance capital expenditure in the year and to repay maturing debt. No loans were rescheduled in the year.

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 £53.3m and £107.1m is due to mature in 2018/19.  These loans will be reviewed with a view to improving 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 2002 is £17.0m. 

Direct Labour/Direct Service Organisations
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.

The City Council had 6 organisations operating 10 contracts and details of their financial performance for 2001/02 are shown on pages 69-71.

Surpluses were generated on eight of the contracts with deficits being incurred on the remaining two, resulting in an overall surplus of £0.536m being achieved.

Summary and Outlook
The budget for 2001/02 required efficiency savings of £2.258m, other funding adjustments totalling £5.370m and the capitalisation of revenue expenditure totalling £7.648m to keep within budget, whilst enabling the City Council to maintain its investment in keeping the city clean, matching the Standards Fund grant provided for schools and fully passporting the SSA increase for Education.  

The practice of strict budget scrutiny and monitoring of savings continued during  2001/02 and members of the Budget Committee have received regular monitoring reports throughout the year. The committee continued to play a valuable role in ensuring directorates kept within their budget allocations where possible. As a consequence of this close monitoring of expenditure and income and identifying the need for corrective action where necessary e.g. to meet the additional cost of pay awards and shortfalls in achieving a small number savings proposals, an underspend of £0.7m has been achieved.   

Two years ago, the City Council’s general reserves were eliminated by the call upon them to meet additional costs of looking after children in care. The base estimate for 2001/02 amounted to £240.330m and assumed a net contribution to balances of £2m as part of the budget strategy to restore general reserves to 3% of the net revenue budget or £7.2m by 2003. The level of underspend for the current year has allowed the planned level of reserves of £4m at 31st March 2002 to be achieved and   the strategy to be maintained.

A deficit of £1.096m has been incurred on the Collection Fund to ensure that the shortfall in previous years’ Council Tax collection arising from population drift is made good. The City Council’s share is approximately £1m, with the remaining deficit being met by the Greater Manchester Police and Fire Authorities.

Many issues influence the determination of the City Council’s revenue budget and  the Council Tax level, the standard of service provision and meeting legislative requirements or Government priorites. However, the most influential determinant is the financial control applied by Government. The 4% increase in Salford’s 2002/03 Standard Spending Assessment is once again less than the national average increase because of  the effects of data used which reflects population loss, reduced traffic flow weightings and a reallocation of resource to London and the South East to reflect the higher cost of living.

The budget for 2002/03 has been set at £249.09m and has resulted in a Council Tax increase of 4.9% for the City Council’s services but still ensuring that the investment in keeping the city clean is continued along with the passporting of the full SSA increase to schools.

Finally, the implementation of the ‘White Paper’ “Strong Local Leadership – Quality Public Services” issued in December 2001 will require chief  financial officers to report to Council on the robustness of the assumptions built into the budget and also to prepare the statement of accounts earlier. Both these issues are being addressed and in fact complement each other. Earlier closure should ensure current budget issues are highlighted sooner and appropriate action can be taken, more time can be devoted to budgetary control matters and an earlier start can be made on the preparation of future years estimates.    

Certification
I certify that the statement of accounts that follows presents fairly the financial position of the City Council as at 31st March 2002 and its income and expenditure for the year to 31st March 2002.

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

Director of Corporate Services

Date: 30th August 2002.

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.

THE DIRECTOR OF CORPORATE SERVICES’ RESPONSIBILITIES

The Director of Corporate Services is responsible for the preparation of the City Council's statement of accounts which, in terms of the CIPFA/LASAAC Code of Practice on Local Authority Accounting in Great Britain ( 'the Code of Practice'), is required to present fairly the financial position of the City Council at the accounting date and its income and expenditure for the year.

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.
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