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HEAD OF FINANCIAL SERVICES’ FOREWORD

This report sets out the Council’s spending for 2007/08 in accordance with statutory guidance. The
format of the Statement of Accounts is laid down in Recommended Practice guides to ensure that
Councils’ accounts are comparable.

| would like to extend my appreciation to all those that have contributed to the timely production of
the document.

The General Fund actual cost of services was lower than the revised budget for the year by £452,000;
this is net of asset rentals and pension adjustments, and represents 2.3% of the revised budget.

There were higher income receipts in car parking and recycling which contributed to the underspend
and careful budget monitoring kept overspending to a very minimal level. All this contributes to a
higher working balance for the future. Interest was 22% higher than budget due to the ‘credit issues’
which have provided short term cash deposits with a high return.

The working balance at the end of the year was £2,658m, which is above the guideline set of £Im.
The total General Fund revenue reserves were £5,918m at the year end and represent a sound
financial position for the Council; this includes reserves of Local Authority Business Growth Incentive
(‘LABGP’) and Performance Reward Grant. The Government changed the criteria in the third, and
final, year of the LABGI grant and this has resulted in a reduction of grant receivable, but there is an
expected estimated amount of £718,000 to be received in June 2008

Capital expenditure totalled £8.7m in the year, which represents a substantial investment in the
services of the Borough. This expenditure has been financed from capital receipts, revenue
contributions, developer and other grants and contributions and Major Repairs Allowance (the latter
for the Housing Revenue Account). The book value of Council dwellings and garages has been
increased by £43.3m following a ‘desk top’ revaluation to ensure that assets are held at fair value at
the year end. A full revaluation of the Council’s fixed assets will be undertaken in March 2009.

There are a number of changes to the format of the accounts this year to keep in line with the
Accounting Code of Practice. These changes are mainly of a technical nature which is intended to
align local government accounts with International Accounting Standards. The other main change in
the year was the creation of an Arms Length Management Organisation for the Council’s housing
stock, Charnwood Neighbourhood Housing Ltd. The accounts of this company are consolidated with
those of the Council as it is a wholly owned subsidiary. | am appreciative of my staff for maintaining a
close watch on changes and incorporating these into the accounts at the relevant operative date.

I H Geary FCA
Head of Financial Services

Charnwood Borough Council
Southfields Road
Loughborough

Leicestershire

LEIl 2TU



EXPLANATORY FOREWORD

The Accounts for 2007/08, set out on pages 12 to 62, have been prepared in accordance with
the ‘Code of Practice on Local Authority Accounting in the United Kingdom 2007’ (more
commonly referred to as the Statement of Recommended Practice (SORP)). The purpose of the
published statement of accounts is to give electors, local taxpayers, members of the Council and
other interested parties clear information about the Council’s finances. The statements should

inform readers of:

¢ the cost of services provided by the Council in the year 2007/08;

¢ how services were paid for; and

¢ the Council’s assets and liabilities at the year end.

The following Core Financial statements are included: -
¢ Income and Expenditure Account - shows income and expenditure of all main services.

¢ Statement of Movement on the General Fund Balance and a note of Reconciling items for

the Statement of Movement on the General Fund Balance.

¢ Statement of Total Recognised Gains & Losses — shows all gains and losses of the council

for the year and shows the aggregate change in its net worth.

¢ Balance Sheet - sets out the overall financial position of the Council at 31st March 2008

showing its assets, liabilities and reserves.

¢ Cash Flow Statement - summarises the movements of cash into and out of the Council
arising from transactions with third parties.
¢ Notes to the Core Financial Statements — explanation of key figures within the statement.

The following Supplementary Financial Statements and supporting notes are included:-

¢ Housing Revenue Account - shows income and expenditure in respect of council housing.
¢ Collection Fund Accounts - shows the transactions in relation to the collection and
distribution of Council Tax and National Non-domestic Rates (NNDR).

In addition, as a result of the establishment of Charnwood Neighbourhood Housing Limited
(‘CNH’), to manage the Council’s housing stock on its behalf, Group Accounts are included for
the first time on pages 55 to 62. These consolidate the accounts of the Council with those of

CNH, which is a wholly owned subsidiary of Charnwood Borough Council. After due
consideration no other third party organisations’ accounts need to be consolidated.
2. The General Fund Revenue Outturn Summary for 2007/08 is set out below:
Variance
Original Revised Revised —
Budget Budget Actual Actual
£'000 £'000 £'000 £'000

Net Expenditure on Services 25,049 22,947 21,505 1,442
Plus FRS 17 Pensions Adjustment 0 0 270 (270)
Less Capital Charges (5,684) 3,161) (2,441) (720)
Controllable Service Expenditure 19,365 19,786 19,334 452
Revenue Contribution to Capital 1,279 1,369 474 895
Interest Balances (763) (1,375) (1,686) 311
Interest Paid 0 237 235 2
Total Borough Expenditure 19,881 20,017 18,357 1,660
Contribution (from) /to Reinvestment Reserve (1,728) (1,775) (1,306) (469)
Contribution (from )/to Revenue Working Balance (80) 138 1,174 (1,036)
Contribution (from) /to LABGI (445) (752) (597) (155)

District Precept on Collection Fund 17,628 17,628 17,628 0
Transfer Revenue (Surplus)/Deficit Balance 80 (138) (1,174) 1,036
Balance on General Fund brought forward (1,484) (1,484) (1,484) 0
Balance on General Fund carried forward (1,404) (1,622) (2,658) 1,036




5.

Loughborough Special Expenditure

The actual expenditure on Loughborough Special Expenses was £978k in 2007/08 compared to a
budget of £1,050k leaving a credit balance of £72k to the General Fund, which will be adjusted

for in setting the special expenses budget in 2009/10.

Capital Expenditure

For the financial year 2007/08 the Council's capital spending, on an accruals basis, totalled
£8,717k compared with a final Capital Plan budget of £9,733k. The net underspend of £1,016k
represented 10% of the programme. Part of the net underspend (£1,060k) related to committed
schemes not expended in 2007/08 but which are expected to be completed in 2008/09.

A brief analysis of the 2007/08 capital spending is as follows:

Capital Payments

General Fund

Queen’s Park

Play Areas Improvement Scheme
Southfields Offices

Computer Systems

CCTV Monitoring & Contact Centre
Housing Improvement Grants

Social Housing Schemes

Other Schemes

Housing Revenue Account

%

Total

£000
159 2
342 4
918 I
612 6
190 2
665 8
386 4

LT 13

4,334 50

8,717 100

The 2007/08 Capital Expenditure was financed, on an accruals basis, as follows:

£,000 %
Capital Expenditure 8,717 100
Financed by:
Major Repairs Allowance — HRA 3,238 37.1
Prudential Borrowing 1,052 12.1
Revenue Contributions - General Fund 474 54
Revenue Contributions — HRA 35 04
Capital Receipts 3,059 35.1
Capital Grants and Contributions 859 9.9

8,717 100

Historic capital spending financed by external borrowing at 3 1st March 2008 totalled £2m.



Events After The Balance Sheet Date

The unaudited Statement of Accounts will be tabled at Council on 23™ June 2008 and this will be
the date initially used for consideration of whether there are any post balance sheet events that
should be disclosed and that the accounts are presented fairly. The audited accounts will be sent
to members of the Performance & Audit Scrutiny Committee on 2nd September 2008 and that
will be the date that the accounts are authorised for issue. Events after the balance sheet date
will again have been considered up to that time.

Statement of Authorisation

The Statement of Accounts were authorised for issue on 17" June 2008 by Mr S. Jackson, Chief
Financial Officer. All financial events up to and including this date have been considered in these
accounts.

The accounts were considered and approved at the Council meeting of 23™ June 2008

Further Information
Further information regarding the accounts may be obtained from:

Head of Financial Services
Charnwood Borough Council
Southfields

Loughborough

Leicestershire

LEII 2TU

Members of the public have a statutory right to inspect the accounts on deposit for audit
purposes and the availability of the accounts for inspection is advertised in the local press.



STATEMENT OF ACCOUNTING POLICIES

2.

3.

General

This Statement of Accounts summarises the Council’s transactions for the 2007/08 financial year
and its position at 31* March 2008, the year-end. It has been prepared in accordance with the
‘Code of Practice on Local Authority Accounting in the United Kingdom 2007 — A Statement of
Recommended Practice’ (the SORP). Any material variations from these principles are detailed
in the notes to the accounts. The accounting convention adopted is the historical cost
convention, modified by the revaluation of specific categories of tangible fixed assets.

Intangible Assets

Expenditure on assets that do not have physical substance but are identifiable and controlled by
the Council (e.g. software licences) is capitalised when it will bring benefits to the Council for
more than one financial year. The balance is amortised to the relevant revenue account over the
economic life of the investment to reflect the pattern of consumption of benefits.

Tangible Fixed Assets

Tangible fixed assets are assets that have physical substance and are held for use in the
provision of services or for administrative purposes on a continuing basis.

Expenditure on the acquisition, creation or enhancement of tangible fixed assets is capitalised
on an accruals basis, provided that it yields benefits to the authority for a period in excess of
one year. Expenditure on routine repairs and maintenance of fixed assets that does not
enhance the asset or extend its useful economic life is charged directly to service revenue
accounts.

Fixed assets are initially at cost. Assets are then valued on the basis recommended by CIPFA
and in accordance with guidance issued by the Royal Institution of Chartered Surveyors (RICS).
Fixed assets are classified as required by the Code of Practice and have been valued on the
following basis:

e land, operational properties and other operational assets are included in the balance sheet
at the lower of net current replacement cost and net realisable value in existing use;

e  Council dwellings have been valued using the ‘Beacon valuation’ method, whereby a sample
of each category of dwelling is valued and then these valuations are applied to all similar
dwellings to arrive at a gross valuation;

e Non-operational assets, including investment properties and assets that are surplus to
requirements, are included in the balance sheet at the lower of net current replacement
cost or net realisable value;

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

Net current replacement cost is assessed as existing use value for non-specialised operational
properties, depreciated replacement cost for specialised operational properties and market value
for investment properties and surplus assets.

Revaluations of fixed assets take place at five yearly intervals, although material changes to
valuations will continue to be adjusted for in the interim period, as they occur.

The Revaluation Reserve contains revaluation gains recognised since 1* April 2007 only, being the
date of its formal implementation. Gains arising before that date have been consolidated into the
Capital Adjustment Account.

Income from the disposal of fixed assets, net of any amounts payable to the Government in
respect of housing disposals, is accounted for on an accruals basis. Such income is credited to a
‘Usable Capital Receipts reserve’ and may be used to finance capital expenditure or redeem
debt.



4.

5.

Depreciation
Fixed assets are depreciated in accordance with FRS15. The authority has its fixed assets valued

every five years by the District Valuer, and he has supplied residual life assumptions for all the
required assets, which have been depreciated accordingly.

e Buildings are depreciated in accordance with certified asset lives for all operational
assets.

e Leasehold properties are depreciated over a period coterminous with the length of
lease period

e Newly acquired assets are depreciated from the mid-point of the year.

Depreciation/amortisation is provided for all assets, except land, using the straight-line method
over either the remaining life of the asset or the following periods:

Buildings (where appropriate) 4-78 years
Infrastructure 20 years
Plant, vehicles and equipment (excluding computers) 7 years
Computers and software licences 5 years

The Housing Revenue Account is charged with the depreciation of its assets. For dwellings this
represents the same amount as is granted for the Major Repairs Allowance. Garages and shops
are depreciated using the straight-line method over a 50-year period.

Where grants and contributions are received that are identifiable to fixed assets with a finite
useful life, the amounts are credited to the Deferred Government Grants account. The balance
is then written down to revenue to offset depreciation charges made for the assets to the
relevant service account in line with the depreciation policy applied to them.

Revaluation gains are depreciated with an amount equal to the difference between current value
depreciation charged on assets and depreciation that would have been chargeable based on their
historical cost being transferred each year from the Revaluation Reserve to the Capital
Adjustment Account.

Deferred Charges

Deferred charges are payments of a capital nature where no fixed asset is created, for example
capital grants made to other bodies. All current expenditure on deferred charges is written off
immediately to revenue.

Charges to Revenue for Fixed Assets

Service revenue accounts, including support services and trading accounts, are debited with the
following amounts to record the real cost of holding fixed assets during the year:
e  depreciation attributable to the assets used by the relevant service
e impairment losses, if relevant, on tangible assets used by the service, if there are no
accumulated gains in the Revaluation Reserve against which they can be written off
e amortisation of intangible fixed assets attributable to the service.

The Council is not required to raise council tax to cover depreciation, impairment or
amortisation and therefore these are replaced by revenue provision in the Statement of
Movement on the General Fund Balance, by way of an adjusting transaction with the Capital
Adjustment Account for the difference between the two.

Government Grants

Government grants are accounted for on an accruals basis and recognised in the accounting
statements where the conditions for their receipt have been complied with and there is
reasonable assurance that the grant will be received. Grants to cover general expenditure (e.g.



Revenue Support Grant) are credited to the foot of the Income and Expenditure account after
Net Operating Expenditure.

8. Leases

9.

Rentals payable under operating leases are charged directly to revenue.

Stocks and Work in Progress

Issues from stocks and stores are priced on the basis of "last in - first out" or "standard cost"
pricing method. At the year end the stock is re-valued at current prices where appropriate and
any surplus or deficit carried forward. This does not comply with the Code or SSAP 9, which
requires stock to be shown at the lower of cost or net realisable value. However, the effect of
the different treatment is immaterial.

Work in progress on uncompleted jobs is valued at cost.

10. Debtors and Creditors

The Council’s revenue accounts are maintained on an accruals basis in accordance with the
Code of Accounting Practice and FRS18. That is, sums due to or from the Council during the
year are included whether or not the cash has actually been received or paid in the year. An
exception to this principle relates to repayments of NNDR which are made on a cash basis in
the year that the Council is notified of the necessity to refund and, as the amount is outside of
the Council’s control, is fully recouped from the amounts paid over to Central Government.
This policy has no material effect on any one year’s accounts.

Il. VAT

Income and expenditure excludes any amounts related to VAT, as all VAT collected is payable to
HM Revenue & Customs and all VAT paid is recoverable from them.

12. Reserves

The Council sets aside specific amounts as reserves for future policy purposes or to cover
contingencies. Reserves are created by appropriating amounts in the Statement of Movement on
the General Fund Balance. Expenditure to be funded from a reserve is charged to the
appropriate service revenue account and reflected in the Net Cost of Services in the Income and
Expenditure Account. The relevant amount is then transferred back into the General Fund
Balance statement so that there is no net charge to council tax for the expenditure.

Certain reserves are kept to manage the accounting processes for tangible fixed assets and
retirement benefits and do not represent available resources for the Council. These reserves
are explained elsewhere in these Accounting Policies.

13. Retirement Benefits

Most employees of the Council are members of the Local Government Pensions Scheme (the
‘Scheme’), administered by Leicestershire County Council, which provides defined benefits to
members, earned as employees work for the Council.

The liabilities of the scheme attributable to the Council are included in the Balance Sheet on an
actuarial basis using the projected unit method, i.e. an assessment of the future payments that will
be made in relation to retirement benefits earned to date by employees, based on assumptions
about mortality rates, staff turnover etc and projections of projected earnings for current staff.
Liabilities are discounted to their value at current prices, using a discount rate of 3.2% real (6.9%
actual), based on the indicative rate of return on long-dated high quality corporate bonds as
measured by the yield on iBoxx Sterling Corporate Index, AA over |5 years, at the FRSI7
valuation date. The corresponding figures for 2006/07 were 2.1% real and 5.4% actual.



The assets of the Scheme are included in the Balance Sheet at their fair value. The change in the

net pension liability is analysed into seven components:

e  Current service cost, which is the increase in liabilities as a result of years of service earned
this year and is allocated in the Income and Expenditure Account to the revenue accounts of
services for the relevant employees.

e  Past service cost, which is the increase in liabilities arising from decisions in 2007/08 which
affect years of service earned in earlier years and this is debited to the Net Cost of Services
in the Income and Expenditure Account as part of Non Distributed Costs.

e Interest cost, which is the expected increase in the present value of liabilities during the year
and is debited to Net Operating Expenditure in the Income and Expenditure account.

e  Expected return on assets is the annual investment return on the Scheme’s fund based on
the average of the expected long-term return and is credited to the Net Operating
Expenditure in the Income and Expenditure Account.

e Gains/losses on settlements and curtailments which result from actions to relieve the
Council of liabilities or events that reduce the expected future service or accrual of benefits
of employees. This is debited or credited, as appropriate, to the Net Cost of Services as
part of Non Distributed Costs.

e Actuarial gains and losses change the net pension liability and arise because events have not
coincided with assumptions made at the last actuarial valuation, or because those
assumptions have been updated, and these are debited to the Statement of Total Recognised
Gains and Losses.

e Contributions paid to the Scheme as the employer’s contributions.

Statutory provisions limit the Council to raising council tax to cover the amounts payable to the
Scheme in the year. This results in appropriations to and from the Pensions Reserve in the
Statement of Movement on the General Fund Balance to remove the notional debits and credits
and replace them with debits for cash paid and payable to the Scheme in the year.

The FRSI7 valuation does make allowance for the removal of the ‘Rule of 85’ for new entrants
from Ist October 2006 but no allowance is made for the effect of the abolition of the 'Rule of
85’ for new entrants since 31st March 2007. The principal reason for this is that insufficient
information is available to allow for any such adjustments and these would be immaterial in
actuarial terms.

Interest on balances
Interest is credited to the Housing Revenue Account based on average working balances during

the year. The rate of interest is determined by reference to the average rate of interest earned
on the Council’s investments during the year.

|15. Financial Instruments

A Financial Instrument is any contract that gives rise to a financial asset of one entity and a financial

liability or equity instrument of another. The term ‘financial instrument’ covers both financial assets
and financial liabilities and includes both the most straightforward financial assets and liabilities such as

debtors and creditors and the most complex ones such as derivatives and embedded derivatives.
Typical financial instruments are:

Liabilities Assets
- trade and other creditors -bank deposits
-borrowings -trade debtors
-financial guarantees -loans receivable
-other debtors and advances
-investments
Derivatives Embedded Derivatives
- swaps -debt instruments with embedded swaps
-forwards -debts instruments with embedded options

A financial asset or a financial liability is only recognised on the Balance Sheet when the holder
becomes a party to the contractual provisions of the instrument.



The SORP requires that for each class of financial asset and financial liability an authority should
disclose the fair value of that class of asset and liability in a way that permits it to be compared with
its carrying amount.

Financial Liabilities are initially measured at fair value and are carried in the Balance Sheet at their
amortised cost. Annual charges to the Income & Expenditure Account for interest payable are based
on the Balance Sheet value of the liability, multiplied by the effective rate of interest for the
instrument. Gain or losses arising on the repurchase or early settlement of borrowings are
recognised in the Income & Expenditure Account in the periods during which the repurchase or early
settlement is made. Where, however, the repurchase of borrowing was coupled with a refinancing or
restructuring of borrowings with substantially the same overall economic effect when viewed as a
whole, gains or losses are recognised over the life of the replacement borrowing by an adjustment to
the effective interest rate. Where premiums and discounts may be charged to the Income &
Expenditure Account, regulations allow the impact on the General Fund to be spread over future
years. In respect of the premiums relevant to the Council, it has a policy of spreading the loss over
the period corresponding to that allowed in the Housing Subsidy Regulations. There is an adjustment
from the Financial Instruments Adjustment Account each year to facilitate the process in the Housing
Revenue Account.

Financial Assets are classified into

e Loans and receivables - fixed and determinable payments not quoted in an active market —
such as trade debtors

e Auvailable for Sale assets - such as quoted market price investments and securities

e Assets held for Trading - financial assets held at fair value in the balance sheet with any
adjustments made through the Income & Expenditure Account, these are normally funds
actively managed by banks/institutions.

Loans and receivables are measured and carried on the Balance Sheet at amortised cost. Any gains
and losses on de-recognition of original investment and impairment is taken directly to the Income &
Expenditure account. Available for sale assets are measured and carried at fair value in the Balance
Sheet. Any gains/losses on de-recognition is taken directly to the Income & Expenditure account.
Gains and losses on fair value are taken to the Available for Sale Reserve and included in the
Statement of Total Recognised Gains and Losses.

Assets held for Trading are measured and carried on the Balance Sheet at fair value. Any gains/losses
in fair value are taken directly to the Income & Expenditure account.

The Council also hold a small amount of Government stocks. These are Available for Sale assets
under the SORP. However, these are held at cost in the Balance Sheet as the difference between this
and their market value is immaterial to the council as a whole.

The notes to the core financial statements, on pages 20 to 44, show this information, where relevant,
relating to the appropriate class of assets and liabilities.

16. Interests in Companies

The Council now has a material interest in a company that has the nature of a subsidiary and accordingly
has prepared group accounts. In the council’s own single entity accounts, the interests in that company
and others are recorded as investments, i.e. at cost less any provisions for losses.



STATEMENT OF RESPONSIBILITIES FOR THE STATEMENT OF ACCOUNTS

The Authority’s Responsibilities:

® 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. In this authority, that officer is
the Chief Financial Officer.

® To manage its affairs to secure economic, efficient and effective use of resources and safeguard its
assets.

® To approve the statement of accounts,

Responsibilities of the Chief Financial Officer:

The Chief Financial Officer is responsible for the preparation of the authority’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’) and is required to present fairly
the financial position of the authority at the accounting date and its income and expenditure for the year
ended 3 st March 2008.

In preparing this statement of accounts, the Chief Financial Officer:
@ Selected suitable accounting policies and then applied them consistently;
Made judgements and estimates that were reasonable and prudent;

Complied with the Statement of Recommended Practice.

Kept proper accounting records which were up to date;

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

Certified by S151 Officer: Date:

21 Trre 2358

S. Jackson
Chief Financial Officer

In Accordance with 10 (3) of the Accounts and Audit Regulations 2003 No 533 the Statement of
Accounts shall be signed and dated by presiding member at the meeting at which that approval was

given,

Signed by Presiding Member: Date:

;A p
fj”[%?aé/ 1) Jve o0

Finance Department
Southfields
Loughborough
Leicestershire

LEIl 2TU



Net Gross Gross Net
Expenditure Expenditure Income Expenditure
2006/07 INCOME & EXPENDITURE ACCOUNT 2007/08 2007/08 2007/08
£'000 £'000 £'000 £'000
Central Services to the Public
2,855 Corporate & Democratic Core 3,082 (55) 3,027
1,003 Non Distributed Costs (133) 0 (133)
0 Emergency Planning 0 0 0
(237) Local Land Charges 169 (340) (171)
1,248 Local Tax Collection 8,478 (7,384) 1,094
339 General Grants Bequests and Donations 480 19 461
226 Elections 384 (25) 359
Cultural, Environmental and Planning Services
3,732 Cultural and Related Services 4,977 (1,218) 3,759
6,816 Environmental Services 10,299 (3,094) 7,205
2,059 Planning and Development Services 3,799 (1,946) 1,853
820 Highways, Roads and Transport Services 2,681 (1,066) 1,615
Housing Services
2,861 Housing Services — General Fund 21,573 (18,985) 2,588
298 Housing Services — Housing Revenue 14,013 (14,254) (241)
0 Miscellaneous Services 1,097 (1,097) 0
22,020 Net Cost of Services 70,899 (49,483) 21,416
0 (Gain)/ loss on disposal of fixed assets 54 0 54
2,140 Parish Precepts 2,244 0 2,244
(79) (Surplus)/Deficit of Trading Operations 279 (381) (102)
237 Interest payable and Similar Charges 235 0 235
(1,446) Interest and Investment Income 0 (1,849) (1,849)
(424) Net Pensions Interest Cost and Expected Return on Assets 0 (682) (682)
(90) Grounds Maintenance Transfer (88) 0 (88)
(62) Item 8 Debit 0 (64) (64)
542 Amortised Premium Deferred 484 0 484
1,794 Contribution to Housing Pooled Capital Receipts 1,176 0 1,176
0 Impairment on Investments 2 0 2
(52) Adjustment to RSG/NNDR 0 0 0
24,580 Net Operating Expenditure 75,285 (52,459) 22,826
(1,808) General Government Grants 0 (1,664) (1,664)
(9,367) Non Domestic Rates redistribution 0 (9,915) (9,915)
(7,726) Council Taxpayers 0 (8,194) (8,194)
(103) Demand on the Collection Fund 0 (99) (99)
(Lell) LABGI Grant 0 (240) (240)
(133) PRG Grant 0 (133) (133)
3,832 Income and Expenditure Account Deficit/(Surplus) 75,285 (72,704) 2,581




STATEMENT OF MOVEMENT ON THE GENERAL FUND BALANCE

The Income and Expenditure Account shows the Council’s actual financial performance for the year, measured
in terms of the resources consumed and generated over the last twelve months. However, the authority is
required to raise council tax on a different accounting basis, the main differences being:

o Capital investment is accounted for as it is financed, rather than when the fixed assets are consumed.

e Retirement benefits are charged as amounts become payable to pension funds, rather than as future
benefits are earned.

e The General Fund Balance shows whether the Council has over- or under-spent against the council tax
that it raised for the year, taking into account the use or reserves built up in the past and contributions
to reserves earmarked for future expenditure.

This reconciliation statement summarises the differences between the outturn on the Income and Expenditure
Account and the General Fund Balance.

Net Statement of Movement on the General Fund Balance Net
Cost Cost
2006/07 2007/08
£'000 £'000

3,832 | Income and Expenditure Account Deficit /(Surplus) 2,581

Net additional amount required by statute or non-statutory proper practices to be

(3,381) | debited or credited to the General Fund Balance for the year (3,755)

45] | (Increase)/Decrease in General Fund Balance for the year (1,174)
(1,935) | Balance on General Fund Brought Forward (1,484)
(1,484) | Balance on General Fund Carried Forward (2,658)




Note of Reconciling Items for Statement of Movement
on the General Fund Balance

2006/07
£000s

(84)
(1,394)
(173)
325
(1,174)

0
2.272)

(5,262)

721

(1,794)

2,282

(1,209)

319)
991
0

672

(3,381)

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

Amortisation of intangible fixed assets

Depreciation and impairment of fixed assets

Excess HRA Depreciation over MRA

Depreciation Rebate

Write downs of deferred charges to be financed from capital
resources

Net loss on sale of fixed assets

Net charges made for retirement benefits in accordance with FRS |7

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

Capital expenditure charged in-year to the General Fund Balance

Transfer from Usable Capital Receipts to meet payments to the
Housing Capital Receipts Pool

Employer’s contributions payable to the Leicestershire County
Council Pension Fund and Retirement benefits payable direct to
pensioners

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

Housing Revenue Account balance
Net transfer to (from) Earmarked Reserves

Impairment on Investments

Net additional amount required to be credited to the
General Fund balance for the year

2007/08
£000s

(157)
(1,575)
(141)
352
(997)

(54)
(1,311)

(3,883)

509

(1,176)

2,198

(1,531)

127
(1,528)

2)

1,403

(3,755)




STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES

This Statement brings together all the gains and losses of the council for the year and shows the
aggregate increase/decrease in its net worth. In addition to the deficit generated on the Income and
Expenditure Account, it includes Collection Fund (surplus)/deficit, (gains)/losses relating to revaluation
of fixed assets, re-measurement of the net liability to cover the cost of retirement benefits, plus other
recognised gains relating to revenue and capital reserve accounts.

2006/07 | Statement of Total Recognised Gains and Losses 2007/08
£000 £000
3,832 | (Surplus)/Deficit on Income & Expenditure Account 2,581

308 | (Surplus)/Deficit on Collection Fund Account 923
(6,219) | (Gains)/Losses on Revaluation of Fixed Assets (43,735)
(7,036) | Actuarial (Gains)/Losses on Pension Fund Assets and Liabilities (3,128)

0 | Financial Instruments Adjustment Account 2,347

196 | Other (Gains)/Losses required to be included in the STRGL (48)

(8,919) | Total Recognised (Gains)/Losses for the Year (41,060)

The 2006/07 figures have been restated both to correct the split between other gains on Revaluation of
assets and Other Gains to be included in the STRGL and to reflect the restated balance sheet.



BALANCE SHEET AS AT 3I1ST MARCH 2008

31/03/2007 Notes 31/03/2008
£'000 £'000
Fixed Assets
393 Intangible Fixed Assets 19,20 814
Tangible Fixed Assets-Operational:
298,328 Council Dwellings 20 339,967
34,969 Other Land & Buildings 20 35,297
2,295 Vehicles,Plant & Equipment 20 3,375
939 Infrastructure Assets 20 84|
2,148 Community Assets 20 2,358
Tangible Fixed Assets-Non Operational:
2,637 Investment Properties 20 2,784
L1117 Assets Under Construction 20 [,164
1,892 Surplus Assets Held for Disposal 20 1,982
344,718 | Total Fixed Assets 388,582
58 Long-term Investments 27 58
2,773 Deferred Premium 33 0
61 Long-term Debtors 28 48
347,610 | Total Long-term Assets 388,688
Current Assets
163 Stocks & Work in Progress 29 19
9,790 Debtors 30 12,429
(2,002) Provision for Bad/Doubtful Debts 30,37 | (2,361)
27,336 Investments (Short-Term) 30(a) 22,101
32,188
382,897 | Total Assets 420,876
Current Liabilities
0 Short-term Borrowing, under 12 Months 0
(10,479) Creditors 31 (9,764)
(52) Cash and Bank Overdrawn (861)
(10,625)
372,366 | Total Assets less Current Liabilities 410,251




BALANCE SHEET AS AT 3I1ST MARCH 2008

31/03/2007 Notes 31/03/2008
£'000 £'000
Long-Term Assets/Liabilities
(2,000) Long-Term Borrowing, over 12 Months 32 (2,000)
(12,244) Defined Benefit Pension Scheme Asset/(Liability) 44 (8,229)
(2,037) Capital Grants and Contributions Un-Applied 43 (2,799)
(3,838) Deferred Government Grants (3,966)
(52) Deferred Credits (Deferred Capital Receipts) (47)
(292) Deferred Revenue Receipts (247)
351,903 | Total Assets less Liabilities 392,963
Financed by:
Specific Accounts
(267,741) Fixed Asset Restatement Account 0
(77,614) Capital Financing Account 0
0 Capital Adjustment Account 34b (344,758)
0 Financial Instruments Adjustment Account 33,34L 2,346
Specific Reserves
0 Revaluation Reserve 34a (43,279)
(11,754) Usable Capital Receipts Reserve 34c (9,315)
12,244 Pension Reserve (Surplus)/Deficit 34d,43 8,229
6) Major Repairs Reserve 34e (306)
Earmarked Reserves
(1,139) Revenue Reserves 34f (916)
(3,650) Reinvestment Reserve 34g (1,335)
0 Capital Plan Reserve 34h (1,009)
Fund Balances
(1,484) General Fund Balance (2,658)
(155) HRA Fund Balance (281)
(604) Collection Fund Balance 38 319
(351,903) | Total Net worth (392,963)

The following items are not shown separately within the Balance Sheet, but notes are provided:-

Trust Funds
Contingent Liabilities

Euro Costs

40
41
42




CASH FLOW STATEMENT FOR THE YEAR ENDED 31ST MARCH 2008

2006/07 Note 2007/08 | 2007/08 2007/08
£'000 £'000 £'000 £'000
REVENUE ACTIVITIES
Cash Outflows
19,471 | Cash paid to and on behalf of employees 18,538
24,973 | Other operating cash payments 29,458
8,159 | Housing Benefit paid out 8813
39,271 | National non-domestic rate payments to Pool 41,110
Precepts paid
48,075 Leicestershire County Council 50,853
6,837 Leicestershire Police Authority 7,285
2,140 Parish Precepts 2,244
2,337 Fire Precepts 2,489
1,396 | Payments to the Capital Receipts Pool 1,585
152,659 | Revenue Cash Outflows 162,375
Cash Inflows
(7,696) | Rent (after rebates) (8,337)
(58,677) | Council Tax receipts (62,265)
(39,103) | National non-domestic rate receipts (40,371)
(9,367) | National non-domestic rate receipts from Pool (9,915)
(1,860) | Revenue Support Grant 44 (1,664)
(26,930) | DWP grants for benefits 44 (22,375)
(3,137) | Other government grants 44 (1,768)
(7,906) | Cash received for goods and services (9,401)
(154,676) | Revenue Cash Inflows (156,096)
Net Cash (Inflow)/Outflow from Revenue
(2,017) | Activities 45 6,279
RETURNS ON INVESTMENT AND
SERVICING OF FINANCE
Cash Outflows
235 | Interest paid 235
3 | Payments under credit arrangements 0
Cash Inflows
(1,538) | Interest received (1,839)
Net Cash (Inflow) from Returns on
(1,300) | Investment & Servicing of Finance (1,604)




CASH FLOW STATEMENT FOR THE YEAR ENDED 31st MARCH 2008

2006/07
£'000

Note

2007/08
£'000

2007/08
£'000

2007/08
£'000

6,061
3,165

9,226

(5,642)
(4,421)
(992)

(11,055)

(1,829)

4,145

(1,001)

1,000

1,000

(1,000

(1,000)

(1,001)

CAPITAL ACTIVITIES
Cash Outflows
Purchase of Fixed Assets

Other capital cash payments
Capital Cash Outflows

Cash Inflows
Sale of fixed assets
Capital grants received

Other capital cash receipts

Capital Cash Inflows

Net Cash (Inflow)/Outflow from Capital
Activities

MANAGEMENT OF LIQUID RESOURCES
Short Term Deposits
SUB-TOTAL BEFORE FINANCING

FINANCING
Cash Outflows
Repayments of Amounts Borrowed

Financing Cash Outflows

Cash Inflows
New Loans Raised
New Short Term Loans

Financing Cash Inflows

Net Cash (Inflow)/Outflow from Financing

Net (Increase)/Decrease in Cash

44

6,644
1,746

(1,850)
(4,374)
(797)

8,390

(7,021)

1,369

(5,235)

809

809

(1,001)

MOVEMENT IN CASH AND CASH EQUIVALENTS

Cash Overdrawn - (Increase)/Decrease in Cash

31.03.07

31.03.08

Movement

£'000

£'000

£'000

(52)

861)

809




NOTES TO THE CORE STATEMENTS

Note I. CIPFA Code of Practice
The Income and Expenditure Account has been prepared in accordance with CIPFA Code
of Practice 2007/08 and the Best Value Accounting Code of Practice 2007. The Income
and Expenditure Account shows the Net Operating Expenditure of the Council, including
the General Fund, Housing Revenue Account and Trading Accounts in a format
prescribed by Financial Reporting Standard FRS 3 ‘Reporting Financial Performance’.
Parish Precepts are deducted directly from this account. The Housing Revenue Account’s
net deficit is transferred out below Net Operating Expenditure.
The Balance Sheet for 2006/07 has been re-stated to take account of the 2007 SORP
changes. Prior year adjustments are as follows:-
Prior Period Adjustments to Balance Sheet 2006/07
£000
Removed from Revenue Reserves (292)
Add new line for Deferred Revenue Receipts 292
Net Adjustments to Balance Sheet 0
Note 2. Miscellaneous Services
This Service heading includes £1,096,887 (2006/07 £450,045) income generated from
Rechargeable Service Units.
Note 3. Trading Operations
The Council’s trading operations include Loughborough Market, Shepshed Market and
Town Hall Chambers.
2006/07 2006/07 2007/08 2007/08
£'000 £'000 £'000 £'000
Public Other Public Other
Services Trading Services Trading
(82) (373) Income - (381)
(4,890) 0 Recharged income - 0
5,629 294  Expenditure - 279
657 (79)  (Surplus)/Deficit - (102)
Note 4. Leased assets — rentals

There were no capital vehicle acquisitions under operating leases in 2007/08. Operating
lease rentals are classified as vehicles and amounts paid in 2007/08 were £2,255 (2006/07
- £34,235) and un-discharged obligations at 3 |st March 2008 were nil.
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Note 5.

Special Expenses

A precept was made on the Collection Fund in 2007/08 for Loughborough Special
Expenses for £1,049,900 plus £32,360 for 2005/06 overspend, less £106,000 Notional
Reserve (2006/07 £942,300 less £139,562 for 2004/05 underspend). The actual expenses
amounted to £978,320 (2006/07 £1,081,592) leaving a credit balance of £71,580 (2006/07
£139,292 debit) to the General Fund, which will be adjusted in the setting of the special
expenses levy for 2009/10.

Note 6. Publicity Expenditure
Section 5 of the Local Government Act 1986 requires the Council to keep a separate
account of its expenditure on publicity and advertising.
2006/07 2007/08
£000 £000
103 Recruitment advertising 90
54 Other advertising 57
33 Publicity relating to Economic Development 42
150 Other publicity 102
340 Total Publicity Expenditure 291
Note 7. Agency Services
Charnwood Borough Council manages the Resident’s Preferential Parking scheme in
Loughborough on behalf of Leicestershire County Council. The County Council were
refunded income collected in excess of expenditure.
On 6™ April 2006 Cabinet agreed that the Borough Council enter into a Memorandum of
Understanding with the Environment Agency. This was to ensure an adequate local
response for flood defence in respect of the newly enmained and residual ordinary
watercourses in the Borough. All costs for this service are to be recovered from the
Environment Agency.
2006/07 2006/07 2007/08 2007/08
Environment  Preferential Environment  Preferential
Agency Parking Agency Parking
£000 £000 £000 £000
180 22 Gross Expenditure 156 24
0 (13) Income Received 0 (38)
(180) (9) Net Amount (156) 14

(Reimbursed)/Paid Back
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Note 8.

Note 9.

Remuneration of Senior Staff

Details of the numbers of council staff whose remuneration is in excess of £50,000 per
annum, starting at that level and increasing in multiples of £10,000 are set out below: -

2006/07 2007/08 2007/08
Number of Remuneration band Number of Left
Employees Employees During

Year
9 £50,000 - £59,999 5 0
| £60,000 - £69,999 8 2
| £70,000 - £79,999 0 0
0 £80,000 - £89,999 | 0
0 £90,000 - £99,999 0 0
| £100,000 - £109,999 0 0
0 £110,000 - £119,999 | 0

Remuneration for these purposes includes all sums paid to or receivable by an employee,
sums due by way of expenses allowances and the money value of any other benefits
received other than in cash, but excludes pension contributions payable by either the
employee or the authority.

Pension Fund

As part of the terms and conditions of employment of its officers and other employees,
the authority offers retirement benefits. Although these benefits will not actually be
payable until employees retire, the authority has a commitment to make the payments
and this needs to be disclosed at the time the employees earn their future entitlement.

Charnwood Borough Council participates in a defined benefit pension scheme
administered by Leicestershire County Council — this is a funded scheme, meaning that
the authority and the employees pay contributions into a fund, calculated at a level
intended to balance the pension’s liabilities with investment assets.

The cost of retirement benefits shown in the Net Cost of Services is recognised when
they are earned by employees, rather than when the benefits are eventually paid as
pensions. However the charge required to be made against the Council Tax is based on
cash payable in the year, so the real cost of retirement benefits is reversed out in the
Statement of Movement in the General Fund Balance.
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Pension Fund Continued:-

The following transactions have been made in the Income & Expenditure Account and Statement of
Movement in the General Fund Balance during the years: -

Pension Fund 2003/04 2004/05 2005/06 2006/07 | 2007/08
£ £ £ £ £

Net Cost of Services:

Current Service Costs 1,460,000 1,780,000 2,000,000 2,600,000 2,268,000

Past Service Costs 413,415 601,591 535,487 800,721 261,733

Curtailments - - - 4 (583,000)

Net Operating Expenditure:

Expected Return on Assets (2,980,000)  (3,750,000)  (4,200,000) (5,012,000 (5,708,000)

Interest Costs 3,500,000 3,380,000 4,200,000 4,588,000 5,026,000

Net Charge to Income & Expenditure

IAccount 2,393,415 2,011,591 2,535,487 2,976,721| 1,264,733

Statement of Movement in the

General Fund Balance

Reversal of Net charges made for FRS17 (776,834) (209,306) (494,574)  (480,351) 886,809

I/Actual amount charged against the

General Fund Balance 1,616,581 1,802,285 2,040,913 2,496,370, 2,151,542

Note 10.

Minimum Revenue Provision

In accordance with Statutory Requirements the Council has charged to the revenue accounts a
minimum revenue provision (MRP) of £1,721,000 for the redemption of external debt.

The 1996 Code requires that for the purposes of compliance with these statutory requirements,
the provision for depreciation should be regarded as part of the MRP. A breakdown of which is

given below.

2006/07 2007/08
£000 £000
I Minimum Revenue Provision 0
(1,479) Amount charged as depreciation (1,721)
(1,478) Reduction in charge to Income and Expenditure Account  (1,721)
Note I 1. Contribution to Capital Expenditure
The Local Government Act 2003 permits the charging of capital expenditure to revenue
with no prescribed maximum.
The details regarding the remainder of the capital expenditure funding are shown on page
4.
Note 12. Sources of Finance

The precept arrangements are that income from Council Tax and National Non-
Domestic Business Rates are paid into a Collection Fund, but only the District, County,
Police Authority and Combined Fire Authority precepts are paid from the Fund.
Parish Precepts being paid from the General Fund. The Revenue Support Grant and
NNDR redistributed pool contribution is also part of the General Fund.

Full details of the Collection Fund are given on page 51.
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Note 13.

Note 14.

Note 15.

The total precept for district purposes amounted to £16,652,040 (2006-07 £16,061,912)
and this sum amounted to a band “D” charge of £317 (2006-07 £310), together with the
Loughborough Special Expenses Precept of £976,260 (2006-07 £802,738) the District
precepts were £17,628,300 (2006-07 £16,864,650).

Related Parties

There have been no related parties disclosed to the Authority for 2007/08 other than
those listed below:

Pension Fund: Page 22 Note 9
Page 41 Note 43
Page 37 Note 33d
Government Grants: Page 43 Note 44
Precepts: Page 54 Note 5 (Collection Fund Account)
Debtors and Creditors Pages 31to 33 Notes 29 and 30

No members of the Council or senior officers undertook any material related party
transactions requiring disclosure during 2007/08.

Central Government has effective control over the general operations of the council — it
is responsible for providing the statutory framework, within which the council operates,
provides the majority of its funding in the form of grants and prescribes the terms of
many of the transactions that the council has with other parties (e.g. Housing benefits)
Details of transactions with government departments are set out in Note 44.

Members’ Allowances

The total of members’ allowances paid out for 2007/08 was £367,801 (2006/07
£358,398).

Building Control Account

The Building (Local Authority Charges) Regulations 1998 (SI 1998/3129) 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
Unit cannot be charged for, such as providing general advice and liaising with other
statutory authorities. The statement below shows the total cost of operating the building
control unit divided between the chargeable and non-chargeable activities. The Statement
shows that over a continuous 3-year period of the scheme’s operation sufficient income
has been recovered from Chargeable Work.
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Building control account continued:-

Total
Over 3 Year
2005/06 2006/07 2007/08 Period
£000 £000 £000 £'000
Chargeable Work
Expenditure 463 513 429 1,405
Income (522) (542) (562) (1,626)
(Surplus)/Deficit (59) (29) (133) 21)
Non-Chargeable Work
Expenditure 247 223 308 778
Income 3) 3) Q) 8)
(Surplus)/Deficit 244 220 306 770
Note |6. Local Government (Goods and Services) Act 1970

The Council has not incurred any material expenditure under this Act.

Note 17. Audit Costs

Costs of the External Audit Services, which include the external audit of accounts,
statutory inspections and the certification of grant claims and returns.

2006/07 2007/08

£000 £000
[19 Fees payable with regard to external audit services

carried out by the appointed auditor 153

Il Fees payable to the Audit Commission in respect of 13

Statutory inspections

50 Fees payable to the Audit Commission for the 45
certification of grant claims and returns

0 Fees Payable with regard to Data Quality and Use of 27
Resources work

180 238

As stated in the 2006/07 Statement of Accounts, the settlement of the final fees payable to
PWC for 2006/07 has occurred during the 2007/08 financial year. The auditors from 2007/08
are the Audit Commission. A separate payment from 2007/08 relates to work done on Data
Quality and Use of Resources.

Note 18 Local Area Agreements (LAA’s)

An LAA for Leicestershire was signed in April 2006 to cover the period 2006-09. It is
arranged into the following seven themes:

Children and Young People, Cleaner and Greener, Economic Development, Healthier
Communities, Older People, Safer Communities, Stronger Communities

In aiming to improve the quality of life in those themes the first LAA for Leicestershire had
the following ambition:
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....... better co-ordination of service delivery on the ground, better identification and
targeting of assistance to vulnerable people and more integrated strategic planning and
priority setting between agencies.”

The partner bodies are Leicestershire County Council, North West Leicestershire,
Charnwood Borough Council, Melton Borough Council, Hinckley and Bosworth Borough
Council, Oadby and Wigston Borough Council, Blaby District Council and Harborough
District Council.

The accountable body for the LAA is Leicestershire County Council. Charnwood Borough
Council receives grant income as part of its LAA and expenditure and income which is
included within Charnwood Borough Council’s Revenue and Capital accounts.

The total amount of grant received by the accountable body under the LAA was £19.7m of
which £269k was paid to Charnwood Borough Council (£200k Revenue and £69k Capital)

LAA WPEG and pump priming funding allocated for the 2007/2008 financial year had to be
spent by the end of 2007/08 or it would have been clawed back into the LAA fund for re-
allocation.

Note 19. Intangible Fixed Assets

Intangible assets relate to the purchase of software licences and their valuation is based on the
depreciated historical cost of assets. The assets are all depreciated over 5 years. There are no

other intangible assets.

Note 20. Movement of Fixed Assets During 2007/08

Operational Assets

Council Other land Vehicles Intangible Infrastructure Community Sub-
Dwellings & buildings Plant and Assets Assets Assets Total
Equipment
Assets
£000 £000 £°000 £000 £000 £°000 £°000
Gross book value
at Ist April 2007 319,330 36,272 7,109 514 2,024 2,148 367,397
Additions 3,282 1,202 1,251 370 2 197 6,304
Disposals (1,800) 0 0 0 0 0 (1,800)
Valuation Adjustment (74) 0 0 0 0 0 (74)
Re-classifications 100 (337) 758 207 0 13 741
Revaluation 19,239 0 0 0 0 0 19239
Gross book value
at 31st March 2008 340,077 37,137 9,118 1,091 2,026 2,358 391,807
Depreciation at
I'st April 2007 (21,002) (1,303) (4,814) (121 (1,085) 0 (28,325)
Depreciation (3,636) (579) (929) (156) (100) 0 (5,400)
Disposals Depreciation 0 42 0 0 0 0 42
Depreciation written 24,528 0 0 0 0 0 24,528
back
Total depreciation
at 31st March 2008 (110) (1,840) (5,743) (277) (1,185) 0 (9,155)
Net book value
at 31st March 2008 339,967 35,297 3,375 814 84| 2,358 382,652
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Non-Operational Assets

Assets SUMMARY
Investment Surplus Under Sub- Operational Non- Grand
Operational
Assets Assets  Construction Total Total Total Total
£000 £000 £000 £000 £000 £000 £000
Gross book value
at |st April 2007 2,637 1,892 L7 5,646 367,397 5,646 373,043
Additions 0 0 1,036 1,036 6,304 1,036 7,340
Impairments 0 0 (rn (rn 0 (1) (1)
Valuation Adjustment 0 0 0 0 (74) 0 (74)
Re-classifications 147 90 (978) (741) 741 (741) 0
Revaluation 0 0 0 0 19,239 0 19239
Disposals 0 0 0 0 (1,800) 0 (1,800)
Gross book value
at 3|st March 2008 2,784 1,982 1,164 5,930 391,807 5930 397,737
Depreciation at
I'st April 2007 0 0 0 0 (28,325) 0 (28325)
Depreciation 0 0 0 0 (5,400) 0 (5,400)
Disposals Depreciation 0 0 0 0 42 0 42
Depreciation written 0 0 0 0 24,528 0 24,528
back
Total depreciation
at 3|st March 2008 0 0 0 0 (9,155) 0 (9,155)
Net book value
at 31Ist March 2008 2,784 1,982 1,164 5,930 382,652 5,930 388,582
Note 2|. Deferred Charges
Other
Improvement  Deferred
Grants Charges Total
£'000 £'000 £'000
Balance at Ist April 2007 0 0 0
Expenditure 751 624 1,375
Capital grants receivable (337) (41) (378)
Amounts written off to Income and (414) (583) (997)
Expenditure Account
Balance at 3Ist March 2008 0 0 0

Note 22.  Capital Expenditure

The authority’s capital expenditure can be classified into a number of discrete areas.

® Expenditure on assets held by the authority reflected in the addition to fixed assets
disclosed in note 20 (differences representing expenditure in excess of underlying
value which is accounted for in the Capital Adjustment Account)

® Deferred charges which represents expenditure that does not create an underlying
fixed asset for the authority (disclosed in note 21)
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The capital expenditure was financed and classified as follows:-

Capital Financing
Revenue Contributions
Capital Receipts
Capital Grants
Borrowing

£'000 Capital Expenditure £'000
509 Fixed Assets 7,342
3,059 Improvement Grants 751
4,097 Other Deferred Charges 624
1,052
8717 8717

Note 23. _Approved Capital Commitments

The Authority has committed future resources to the following capital projects.

Homelessness

Loughborough Town Centre Improvements
Loughborough Eastern Gateway
Nanpantan Sports Ground

Queen’s Park Destination Play Area
Charnwood Community Grants

South Charnwood Leisure Options
Renovation and Disabled Facilities Grants
Regional Housing Pot Grant

Commuted Sums for Housing - Shepshed
Housing Enabling Grants

Housing Management Information System
Decent Homes and Neighbourhoods

Note 24.

Information on assets held

Fixed assets owned by the Council include the following:

Housing Stock

Dwellings
Garages
Shops

Operational Buildings

Town Hall and Theatre
Offices

Depots

Industrial Unit Sites
Public Conveniences
Multi-storey Car Parks
Surface Car Parks
Swimming Pools &
Centres

Golf Courses

Leisure

Number as at 3|st March 2007

2008/09
£000

1,200
1,475
547

200

235

250
1,600
765

470

217

400

254
4,003
11,616

Number as at 3|st March 2008

5,887
840
19

28

5,864
834
17
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Operational Equipment
Vehicles 3 3

Community Assets

Parks, Recreation Grounds, 659 659
Open Spaces and Woodlands
(acres)

Cemetery

Carillon Tower

Museums

Public Works of Art

WN - —
WN - —

Non-Operational Assets

Investment Property 14 14
Development Land Sites 16 16
Other

Markets 2 2

Note 25. Subsidiary Holdings

Charnwood Neighbourhood Housing Limited (CNH) now manages the Council’s Housing
Stock and is a subsidiary of the Council, which owns [00% of its share capital. The
management agreement between Charnwood Borough Council and Charnwood
Neighbourhood Housing Limited began on I** November 2007. The Net Assets including
Pension Asset of CNH at 31** March 2008 were £237,879. The Trading result for 2007/08
was a post-tax loss of £162,121 and there was no qualification to the audit opinion for the
accounts. There are no arrangements in place in respect of any commitment from the
Council to meet accumulated deficits or loss incurred by CNH. Audited accounts for
CNH are available from the Chief Executive, Charnwood Neighbourhood Housing Ltd,
Council Offices, Southfield Road, Loughborough, LEI | 2TN.

Note 26. Fixed Asset Valuation

The freehold and leasehold properties, which comprise the Authority’s property portfolio
(except for those properties classified as community assets or infrastructure) have been
valued as at Ist April 2004. The Leicester Valuation office independently valued the
properties. Mr. K Skirving (an Associate of the Royal Institution of Chartered
Surveyors) was the District Valuer and Valuation Officer and the following members of
his staff carried out the valuations, Mr. M | Basson and Mr. S Arnold (all Associates of
the Royal Institution of Chartered Surveyors). The valuations have been made in
accordance with the Statements of Asset Valuation Practice and Guidance Notes of the
Royal Institution of Chartered Surveyors, except that:

- External inspections have only been made in some instances and not all of the
Council Housing stock was inspected. This was neither practicable nor considered
necessary by the Valuer for the purpose of the valuation.

- Council dwellings and garages shown in the balance sheet were revalued at the end
of March 2008 on a ‘desk top’ basis, by the Council’s in-house valuer, to reflect their
fair value as at that time.

- Plant and machinery is included in the valuations of the buildings.

- Operational properties, which are assets held, occupied and used by the authority in
the direct delivery of services, have been primarily valued on the basis of open market
value in existing use. Properties of a specialised nature, where there is little or no
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evidence of comparable open market transactions, have been valued on the basis of
depreciated replacement cost and have had an estimate of their residual lives provided
by the Valuer.

- Non-

operational properties, which are assets held by the authority but which are

not directly used in the delivery of services, have been valued on the basis of open

market
- The

value.
sources of information and assumptions made in producing the various

valuations are set out in a separate valuation certificate and report.
- The valuation figures incorporated in the accounts are the aggregate of separate
valuations of parts of the portfolio, not a valuation of the portfolio valued as a whole.

Note 27. Investments

The investments of the Council at 3 Ist March 2008 were as follows:

Investments Cost Nominal  Market
Price Value Value
£ £ £
ADC Debenture * 40,000 40,000 40,000
2'2% Consolidated Stock 1,163 1,320 730
3%2% War Stock 15,621 33,698 26,570
3%2% Conversion Stock 410 416 320
Held on behalf of Parishes -
Barkby 2'42% Consolidated Stock 137 140 77
Newtown Linford 2'4% Consolidated Stock 407 417 231
Newtown Linford Common Investment Fund- 152 180 1,145
High Yield Units
Walton-on-the-Wolds 2'4% Consolidated Stock 150 154 85
Total 58,040 76,325 69,158

* This 20-year debenture is in respect of the purchase of the Association of
District Council headquarters in London. Repayment will include a share of
the capital appreciation of the building.

In addition to the above investments the Borough Council holds 10.2% of the
Ordinary Shares of the Great Central Railway (1986) plc. These cost
£260,798. The shares are fully paid-up and there is no further liability to pay
any more to the company. The company is operated to re-create the best
years of steam locomotives and experience mainline railway operation. The
company made a profit after taxation of £11,609 in the year ended 3lst
January 2008 and had net assets of £0.969m at 3Ist January 2008. The audit
opinion had no qualification for the year ended 3Ist January 2008. The shares
have no current value.

Note 28. Long-term Debtors

31st March 3Ist March

2007 2008

£000 £000
52 Mortgages granted on Council House Sales 47
2 Other housing related mortgages -
6 Car loans to employees I
I Other loans -
61 Total 48
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Note 29. Stocks and Work-in-Progress

31st March 31st March
2007 2008
£'000 £'000
Work-in-progress
0 Contract & Public Services 0
I Rechargeable Works 0
| 0
Stocks
109 Contract & Public Services Stores 0
24  Contract & Public Services Van Stock 0
2  Town Hall |
3 South Charnwood Swimming Pool 4
3 Recycling Merchandise 0
21 Other 14
162 19
163 Total 19
Note 30. Debtors
31st March 31st March
2007 2008
£'000 £'000
Amounts falling due in one year:
891  Government Departments 2,058
391  Customs & Excise 645
662  Housing Rents 796
993 Reserved Debtors 1,543
2,551  Sundry Debtors 2,498
3,965 Council Tax Arrears 3,664
265 NNDR Arrears 289
0 NNDR pool 393
72 HRA Subsidy 72
0 CBC/CNH Intercompany Debtors 454
0 Other 17
9,790 12,429

Debtors are considered to be Financial Instruments under the SORP and are classified as ‘Loans
and Receivables’. These are to be measured at amortised cost at Balance Sheet date. In effect
that is the initial amount less any repayments or accrued interest. The Council does not
routinely charge interest on the debtor accounts and impairment is dealt with as set out below.
The mortgages, see note 27, are secured on the properties and are considered to be covered
by the sale of the assets, should default occur. The Debtors above are either Government
departments or individuals, including companies. The impairment of these assets is considered
in depth when calculating the provision for doubtful debts and appropriate provision is made
which is charged to the Income & Expenditure account.

There is a general provision for doubtful debts of £1,327,759 (2006-07 - £972,873) and a
further provision of £1,033,391 (2006-07 - £1,028,851) relating to Council Tax, NNDR and
Community Charge. These total £2,361,150 (2006-07 - £2,001,725) which is detailed further in
Note 36 Provisions and have been deducted from the total of Debtors in the Balance Sheet.
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Note 30 (a) Short Term Investments

The short term investments comprised the following at the Balance Sheet dates:

31/3/2007 31/3/2008
£ £
16,741,242 | Investment Fund managed by Investec 15,054,177
10,595,000 | Temporary Investments with approved Banks and Building Societies 6,980,000
55,918 | Interest Accrued on Temporary Investments at year end 66,745
27,392,160 | Total 22,100,922

The interest accrual in 2006/07 did not have to be carried with the investment at the year
end and was held in the Reserved Debtors section of the Balance Sheet.

The Investec Funds are classed as financial instruments at ‘fair value through profit and loss’
in accordance with FRS 26. The Fund Manager normally values the investments at mid
market value but the above has now been revalued to fair value by the manager at the
Balance Sheet date and the resultant loss, of £2,208, has been taken to the Income &
Expenditure Account. The value above is at fair value in accordance with the SORP.

The investment fund comprises Certificates of Deposits with Prime Counterparties in the
Money Market held to varying dates of maturity and at varying rates. These are part of a
portfolio of identified financial instruments that are managed together and for which there is
evidence of a recent pattern of short term profit taking and accordingly meet the
requirement of Annex 2 of Chapter 4 of the SORP to be accounted for as being ‘financial
instruments at fair value though profit and loss’.

Temporary Investments, which are for a period of less than one year, are arranged by the
Council’s officers to assist in the short term cash flow arrangements of the capital and
revenue programmes. These are deposits with banks, building societies and other approved
institutions and in accordance with the Annual Treasury Management Strategy approved by
Council.

At the Balance Sheet date it is not considered that any of the above assets are impaired in
any way and there has been no history of failure to repay on the due dates by any
counterparty with whom the Council has transacted business.

Short term lending is carried in the Balance Sheet at amortised cost at the Balance Sheet
date. Therefore the accrued interest at 31¥ March 2008 is included in the above value for
Balance Sheet purposes. Interest received during the year is credited to the Income &
Expenditure Account. There are no costs associated with these transactions.

Financial Instruments - Risks

The Council’s activities expose it to a number of risks the main ones being:

. Credit Risk — the possibility that other parties may fail to pay the amounts due
. Liquidity Risk — the possibility that the Council cannot pay its commitments
. Market Risk- that changes in areas such as interest rates will affect the Council.

To manage these risks, the Council has adopted the CIPFA Prudential Code and approves
financial indicators on the overall borrowing, maximum exposure to fixed and variable debts,
maximum and minimum exposures of the maturity structure of its borrowing and the
maximum annual exposures to investments which mature beyond one year. In addition, the
Council also approves the investment strategy for the coming year which sets out the
criteria for investing and the use of specified and non-specified investments.

The Council also has a contract with Sector Treasury Consultants Ltd (‘Sector’) who advise
on investment policy and supply credit ratings for use on the day to day management of
investments.
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Note 31.

Credit Risk — this is managed by the selection of counterparties using the advice of Sector.
Short term investments are to be rated at least FI and amounts with each institution limited
to £3m or £4m, depending on the size of the counterparty.

Credit ratings of all borrowers are monitored by the Council on a continuous basis and the
counterparties are deleted as necessary following advice from Sector. However, existing
loans would have to run the normal course to maturity on the reduction in credit rating but
no further sums would be lent, unless the credit rating improved sufficiently. The current
market problems with liquidity have reduced some credit ratings of borrowers, these are
closely monitored but there is no evidence of any counter parties being unable to repay the
sums due.

Liquidity Risk - the Council needs to manage cash flow to have sufficient funds to pay debts
when due. This it does by investing surplus cash when available and by arranging investments
to cover the expected liability dates. The Council works to a balanced budget in accordance
with legislation with a reserve of revenue balances to manage the cash flow. This is
continually changing during the year as creditors’ and debtors’ accounts mature. The
Council always has access to borrowing through the Public Works Loan Board. Council
borrowing, if required, is secured on the revenues of the authority.

Market Risk - the Council is exposed to changes in the interest rate on its lending and
borrowing. The current borrowing is at a high interest rate and it is not anticipated that
interest rates will reach this level in the short to medium term, so effectively rendering this
rate as fixed. The Council has a proportion of its surplus funds invested through an external
Fund Manager, Investec, who have a target of the 7 day LIBID. In-house lending is mainly for
cash flow purposes and therefore prevents the strategic longer term lending which would
mitigate the variations in interest rates. The interest rates move in cycles and the Council
clearly receives lower interest receipts at the bottom of the cycle. This is managed by having
a Treasury Strategy in place that forecasts the movements in rates and therefore allows the
budget to be informed of the expected interest receipts so that spending plans are not based
on unrealistic interest receipt assumptions. The fund manager is able to invest in a wider
range of securities than the Council officers and there is exposure to the fluctuations in
prices of instruments. The manager is expected to use their skill and knowledge to monitor
these price movements and use them to the advantage of the Council. Based on the Short
Term investments at Balance Sheet date of £22.Im, a |% change in interest rate would
equate to £221,000 higher or lower receipt to the Council in revenue.

Creditors
3Ist March 31Ist March
2007 2008
£'000 £'000
0 HM Revenue & Custom 284
213 Government Departments 270
262 Leicestershire County Council 234
234 Housing Rents 258
1,409 Other Sundry Creditors 3,236
3,467 Reserved Creditors 2,744
512 NNDR Prepayments 373
1,471 Council Tax Prepayments 1,332
353 Contribution to NNDR Pool 0
1,957 Council Tax Rebate Subsidy 0
541 Health Authority 721
60 Employees 22
0 Housing Subsidy 30
0 CBC/CNH Intercompany Creditors 260
10,479 9,764
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Note 32.

Note 33.

Long Term Borrowing

31st March 31st March
2007 2008
£000 £000
Source of Loan
2,000 Other Financial Institutions 2,000
2,000 2,000

An analysis of loans outstanding at 3 st March 2008 by maturity is as follows:

31st March 31Ist March

2007 2008
£000 £000

0 Maturity in | - 2 years 0

0 Maturity in 3 - 5 years 0

0 Maturity in 6 — 10 years 0

2,000 Maturity in more than 10 years 2,000

2,000 2,000

The Loan outstanding is a Financial Instrument which, under the SORP, requires a fair
value to be disclosed where this is different to the carrying amount stated in the Balance
Sheet. The loan has been attributed a fair value of £3,788,582 at the date of the Balance
Sheet. The reason for the value difference is that the loan is running at a high coupon,
set at the original loan date in 1984, and although it carries a LOBO (Lender’s Option,
Borrower’s Option) it is unlikely to be called in by the counterparty before the maturity
date in 2024. This would only occur if the prevailing interest rate became consistently
above 11.625%. Therefore the risk of replacement is slight. In this event the Council
has access to the Public Works Loan Board funds, or could disinvest surplus cash.

The fair value is determined by calculating the Net Present Value (NPV) of future cash
flows which provides an estimate of the value of payments in the future. The discount
rate used in the NPV calculation should be equal to the current rate in relation to the
same instrument from a comparable lender, evaluated to be 4.25% by Sector.

This will be the rate applicable in the market on the date of valuation for an instrument
of the same duration, i.e. equal to the outstanding period from valuation date to
maturity. The structure and terms of the comparable instrument should be the same,
although for complex structures it is sometimes difficult to obtain the rate for an
instrument with identical features in an active market. In such a case, the prevailing rate
of a similar instrument with a published market rate would be used as the discount
factor.

Interest is payable twice yearly on 30" September and 31** March and is charged directly
to the Income & Expenditure Account. There is no accrual of interest at 31* March,
otherwise that would be included above in the carrying value. However, it should be
noted that it is the carrying amount, of £2m, that will be repaid to the lender on the
maturity date of the loan, not the fair value.

Interest payable, of £232,500, is charged directly to the Income & Expenditure Account
each year.

ISt

Deferred Premium and Financial Instruments Adjustment Account

The Deferred Premium represented the early redemption costs of paying back long-term
money borrowed by the Council. It reflected the interest rate differential of the loans
compared to current rates and was charged to the Housing Revenue Account over a ten-
year period and recouped through Housing Subsidy. Following changes to the SORP in
2007/08 the Deferred Premium balance as at 31* March 2007 of £2,773k was written off
to the General Fund on I** April 2007. In order to ameliorate the impact of this on
Councils’ General Fund balances, a statutory instrument, number 2007 573, was issued
during 2007/08. This allowed the council to transfer the premium to a new Financial

34



Instruments Adjustment Account and this will be charged to the Housing Revenue
Account over the remainder of the ten year period and recouped through Housing
Subsidy.

Note 34. Statement of Movements in Reserves

The Council keeps a number of reserves in the Balance Sheet. Some are required to
be held for statutory reasons, some are needed to comply with proper accounting
practice and others have been set up voluntarily to earmark resources for future

spending.

Reserve Balance Net Movement Balance
1 April 2007 In year 31** March 2008

£000’s £000’s £000’s
(2) Revaluation Reserves 0 (43,279) (43,279)
(b) Capital Adjustment Account (345,355) 597 (344,758)
(c) Usable Capital Receipts Reserve (11,754) 2,439 (9,315)
(d) Pension Fund 12,244 (4,015) 8,229
(e) Major Repairs Reserve (6) (300) (306)
(f) Earmarked Revenue Reserves (1,139) 223 (916)
(g) Reinvestment Reserve (3,650) 2,315 (1,335)
(h)Capital Plan Reserve 0 (1,009) (1,009)
(i) General Fund Balance (1,484) (1,174) (2,658)
(j) Housing Revenue Account Balance (155) (127) (282)
(k) Collection Fund Balance (604) 923 319
(1) Financial Instruments Adj A/c 0 2,347 2,347
Grand Total (351,903) (41,060) (392,963)

See below for details of Movements in Reserves: -

(a) Revaluation Reserves

- Purpose of Reserve: to record the net gain from revaluations made since |** April 2007.

Revaluation Reserve - HRA £000
Movements in unrealised value of fixed assets

Gains/(losses) on revaluation of fixed assets 43,767
Total (decrease) in unrealised capital resources 43,767

Value of assets sold, disposed of or de-commissioned

Amounts written off fixed asset balances for disposals (488)
Total movement on reserve 43,279
Balance brought forward at Ist April 2007 0
Balance carried forward at 31 March 2008 43,279

There were no movements or balances on the General Fund Revaluation Reserve.
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(b) Capital Adjustment Account

- Purpose of Reserve: to reflect the difference between the costs of fixed assets consumed and the
capital financing set aside to pay for them.

Movements in Capital Adjustment General
Account Fund HRA Total
£000 £°000 £000
Balance brought forward at | April 2007 43,791 301,564 345,355
Other movements in reserves:
- Usable receipts applied 3,050 9 3,059
- Capital expenditure financed from revenue 474 35 509
- Capital expenditure finances from MRA 0 3,238 3,238
- Impairment of asset value due to
consumption of economic benefit (rn 0 (1)
- Write down deferred charges (997) 0 (997)
- Depreciation (1,721) (3,679)  (5,400)
- Long term debtors written down 3) 0 3)
- Government grants deferred 352 0 352
- Depreciation written-out 42 0 42
- Valuation adjustment 0 (74) (74)
- Transfer from Revaluation Reserve 0 488 488
- Value of assets sold 0 (1,800)  (1,800)
Total movements in reserve 1,186 (1,783) (597)
Balance carried forward at 31 March
2008 44,977 299,781 344,758

(c) Usable Capital Receipts Purpose of Reserve: proceeds of fixed asset sales available to meet future
capital investment.

Movements in Useable Capital Receipts

£000

Amounts receivable
General fund 402
Housing Functions 218
620
Amounts applied to finance new capital investments (3,059)
Amounts transferred to other accounts 0
Total increase/(decrease) in realised capital resources (2,439)
Balance brought forward at |st April 2007 11,754

Balance carried forward at 31st March 2008 9,315

36



(d)_Pension Fund

The actuarial (Gains)/Losses identified below are directly from the Leicestershire County Council
Pension valuation report. The Pension Reserve in 2007/08 can be analysed into the following categories,
measured as absolute amounts, and as a percentage of assets or liabilities at 3 st March 2008.

3lst March| 31Ist March | 3Ist March | 3lst March | 3Ist March | 31* March
IActuarial Gains/Losses 2003 2004 2005 2006 2007 2008
£'000 £'000 £'000 £'000 £'000 £000
Differences between Expected and
IActual return on assets (13,890) 7,960 2,020 10,300 1,482 (9,720)
Value of Assets 42,220 53,170 59,580 74,100 81,335 69,220
Percentage of Assets (32.9%) 15% 3.4% 13.9% 1.8% (14.0%)
Gains and (losses) on Liabilities (110) (20) 760 (30) 71) (878)
Total Present Value of Liabilities 57,310 61,100 77,750 92,900 93,579 77,449
Percentage of total Present Value of
Liabilities (0.2%) (0.0%) 1.0% (0.0%) (0.1%) (1.1%)
IActuarial gains/(losses) in pension plan (14,000) 7,940 (10,140) (230) 6,833 2,790
Total Present Value of Liabilities 57,310 61,100 77,750 92,900 93,579 77,449
Percentage of total Present Value of
Liabilities (24.4%) 13% (13.0%) (0.2%) 71.3% 3.6%
(e)_Major Repairs Reserve
Purpose of Reserve: Resources available to meet capital investment in council housing.
See page 50 Note 8 HRA Income and Expenditure Account.
(f)_Earmarked Revenue Reserves
Purpose of Reserve: specific earmarked revenue reserves are detailed below:-
Balance at Movement Balance at
I'st April In 3Ist March
2007 2007/08 2008
£000 £000 £000
LABGI Reserve (1006) 356 (649)
Performance Reward Grant (133) (133) (267)
Total (1,139) 223 916)

This note has been restated for 1* April 2007 to comply with the SORP. Accounts have been reclassified

in the balance sheet and moved to Deferred Revenue Receipts.

(g) Reinvestment Reserve

The Reinvestment Reserve is a revenue financed reserve, and is used for specific

purposes as follows:

e For items that produce a payback to the Council;
e To fund costs that lead to appreciable service improvements;

e To fund one off costs.
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Reinvestment Reserve Continued:-

The following expenditure has been financed from this reserve:

2006/07 2007/08
£000 £000
(3,797) Balance Brought Forward (3,650)
642 Added Years Costs I55
85 Redundancy Payments 87
0 Shared Services 184
0 CCTYV and Contact Centre 38
65 Cleaner Greener Street Management 43
25 Loughborough Parking Study 0
25 Concessionary Travel 709
34 CRM Business Analyst 40
114 Other Costs 50
0 Capital Allocation 1,009
990  Total Expenditure in the Year 2,315
(843) Transfer from General Fund Balance 0
(3,650) Balance Carried Forward (1,335)
I147 Movement on Reserve in year 2,315

(h) Capital Plan Reserve

Purpose of Reserve: to be used to fund future capital schemes. This reserve was set up with a transfer
of funding from the Reinvestment Reserve of £1,009k.

()_General Fund Balance
Purpose of Reserve: Resources available to meet future running costs for non-housing services.
The guideline used by the council requires a balance to be maintained of at least £ m.

() Housing Revenue Account
Purpose of Reserve: Resources available to meet future running costs for council houses.
See page 46 Statement of Movement on the Housing Revenue Account Balance.

(k)_Collection Fund Balance

Purpose of Reserve: separate fund maintained by billing authorities for the collection and distribution of
amounts due in respect of Council Tax and NNDR of which, in-year surplus and deficits are due to/from
precepting authorities in future years, See page 54 note 9, Notes to the Collection Fund Statement.

() Financial Instruments Adjustments Account
Purpose of Reserve: Balancing account to allow for differences in statutory requirements and proper
accounting practices for borrowing and investments.

Note 35. Deferred Credit Receipts

Deferred Credit Receipts for 2007/08 are £46,868 (£52,520 for 2006/07) and are derived
from sales of assets, which will be received in instalments over agreed periods of time.
They arise principally from mortgages on sales of Council houses, which form the main
part of mortgages included under long-term debtors.
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Note 36. Government Grants Deferred

The government grants deferred account represents the funding (government grants and
capital contributions) for capital projects which requires to be written off to the Income and
Expenditure Account. The write down is based on the depreciation policy for the asset.

2006/07 2007/08
£000 £000

(4,000) Balance as at |st April (3,838)

(275) Capital grants applied (251)

(156) Capital contributions applied (480)

Amounts released to revenue accounts:

275 - Capital grants 251

318 - Depreciation on grant aided assets 352
(3,838) Balance as at 31st March (3,966)

Note 37. Provisions

The SORP requires that the accounts clearly differentiate the provisions from the
reserves of the authority. Provisions are required for any liabilities of uncertain timing or
amounts that have been incurred.

The provision for bad debts is deducted from the debtors in the balance sheet. The
movements in 2007/08 were:

Balance  Contribution  Payments to Balance
from Provision
Provision
1/4/07 2007/08 2007/08 31/03/08
£'000 £'000 £'000 £'000
NNDR 56 0 12 68
Council Tax 973 (8) 0 965
Other Debtors - General Fund 444 0 227 671
Other Debtors — HRA 529 0 128 657
TOTAL 2,002 (8) 367 2,361
Note 38. Collection Fund Balance

The Collection Fund is a statutory fund in which the Council records transactions for
Council Tax, National Non-Domestic Rates and residual Community Charges. The
balance on the fund has to be taken into account by the major precepting authorities in
determining their respective requirements to be raised through Council Tax in future
financial years. The surplus, or deficit, on the Collection Fund is apportioned as follows:

Amounts to  Amounts to
account for  account for
in 2008/09 in 2009/10  Total

£000 £000 £000
Leicestershire County Council 235 (465) (230)
Leicestershire Police Authority 34 (74) (40)
Charnwood Borough Council 38 (75) (37)
Combined Fire Authority I (23) (12)
Total 318 (637) 319)
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Note 39.

Note 40.

Note 41.

Note 42.

Analysis of Net Assets Employed

The 1996 Code requires a disclosure of the net assets employed by the General Fund, and
the Housing Revenue Account. This note has been restated for audited capital
adjustments and compliance with the SORP.

31* March 31st March
2007 2008
£000 £000
62,555 General Fund 57,545
301,592 Housing Revenue Account 343,647
(12,244) Pension Fund Account (8,229)
351,903 392,963
Trust funds

The Council administers two trust funds both of which are excluded in the Balance Sheet.

31Ist March 3Ist March
2007 Balances and purposes for which held 2008
£000 £000
I5 Van Nievelt Legacy — for Carillon Tower 16
9 Charnwood Sports Council 8
24 Total 24

Contingent Liabilities

The Council's former insurers, Municipal Mutual, ceased trading in 1993 and there remain
certain claims against previous policies. There is no evidence that the Zurich Insurance
Company, who took over the insurance business, will not pay on these existing claims. It
is therefore not felt necessary to provide for any contingent claims.

Euro Costs

The Council is aware that the European single currency (the ‘Euro’) could be adopted
by the Government to replace Sterling. However, this country opted not to join the
Euro, which began on Ist January 1999.

There has been no indication of any timetable for adoption and it is probable that there
would be a period of adjustment providing time to change systems. In these
circumstances the Council is monitoring the position and ensuring that, when renewed,
such systems and machinery that may be affected by the change are, as far as possible,
compliant with any information relating to the Euro adoption that has been published
at that time.
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Note 43. Capital Grants & Contributions Un-Applied

£

Amounts receivable
Capital Grants 692
S106 Developers Contributions 695
1,387
Amounts applied to finance new capital investments (608)
Amounts transferred to other accounts (17)
Total increase/(decrease) in realised capital resources 762
Balance brought forward at Ist April 2007 2,037
Balance carried forward at 31st March 2008 2,799

Note 44. Pension Fund
The Information below is in accordance with Financial Reporting Standard (FRSI7) —
Retirement Benefits.

The actuaries for the Local Government Pension Scheme have supplied this information
at 3Ist March 2008, following advice issued by the Institute and Faculty of Actuaries.

a) The Pension scheme is a defined benefit statutory scheme which is administered by
Leicestershire County Council in accordance with the Local Government Pension
Scheme Regulations 1997, as amended.

b) The date of the latest formal valuation on which the amounts in the financial
statements are based is 3|st March 2007 but the actuarial value of the liabilities has
been rolled forward, allowing for changes in financial assumptions as prescribed
under FRS I7. The next formal valuation is 3 Ist March 2010.

c) The value of assets (£69.22m) less the total present value of liabilities (£77.449m) as
shown in note 33d page 37 would produce a deficit of £8.229m as at 3Ist March
2008. This would result, if the assumptions reach fruition, in an increase in the
employer’s contributions.

d) Financial assumptions used at the beginning of the period and at the balance sheet
date are disclosed below.

Financial Assumptions 31st March 31st March 3Ist March | 31st March | 31st March
2004 2005 2006 2007 2008
% Per Annum % Per Annum % Per Annum | % Per Annum | % Per Annum
Price Increases 29 2.9 3.1 3.2 3.6
Salary Increases 4.4 4.4 4.6 4.7 5.1
Pension Increases 2.9 29 3.1 32 3.6
Discount Rate 6.5 54 49 5.4 6.9
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Note 44.

Pension Fund continued: -

Assets (Employer’s Fund)

Long Long Long Long Long
Term Fund Term Fund Term Fund Term Fund Term Fund
Return Value Return | Value Return | Value | Return | Value | Return | Value
3ist 3lst 3ist 3lst 3ist 3lst 3ist 3lst 3list 3lst
March March March March March | March | March | March | March | March
2004 2004 2005 2005 2006 2006 2007 2007 2008 2008
% £000s % £000s % £000s % £000s % £000s
Equities 77 37,630 7.7 42,830 74 54,300 7.8 57,817 77 51,233
Bonds 5.1 9,430 4.8 9,180 4.6 11,200 4.9 13,688 5.7 11,326
Property 6.5 4,950 5.7 5,900 55 6,400 5.8 6,958 5.7 5,567
Cash 4.0 1,160 4.8 1,670 4.6 2,200 4.9 2,872 48 1,094
Total 7.1 53,170 7.0 59,580 6.7 74,100 7.0 81,335 72 69,220
Assets and Liabilities for retirement benefits attributable to the authority are stated
below. The liabilities show the underlying commitment that the authority has, in the long
run, to pay retirement benefits.
The liability of £8,229,000 has a substantial impact on the net worth of the authority as
recorded in the balance sheet. The liability on the local government scheme will be made
good by increased contributions over the remaining working life of employees, as
assessed by the scheme actuary
Liabilities have been assessed on an actuarial basis using the projected unit method, an
estimate of the pensions that will be payable in future years dependent on assumptions
about mortality rates, salary levels etc
3lIst March | 3Ist March | 3Ist March | 3Ist March | 3Ist March
Net Pension Assets /(Liabilities) 2004 2005 2006 2007 2008
£'000 £'000 £'000 £'000 £'000
Estimated Employer Assets (A) 53,170 59,580 74,100 81,335 69,220
Present Value of Scheme Liabilities (B) (61,110) (77,750) (92,900) (93,579) (77,449)
Net Pension Asset/(Liability) (A)-(B) (7,940) (18,170) (18,800) (12,244) (8,229)
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Note 45.

(1,860)

8,117)
(8,474)
(9,556)
(23)

0
(760)

(26,930)

(539)
(214)
35)
(227)
(133)
(16)
0

0
(1,610)
(276)
(74)
(13)

0

3,137)

(31,927)

(92)
(35)
(175)
(56)
0

0

0
(65)
(208)
(295)

(3,475)

(4,421)

(36,348)

Analysis of Government Grants

Revenue Support Grant
Revenue Grants

Benefit Grants

Rent Allowance Subsidy

Rent Rebate Subsidy

Council Tax Rebate Subsidy

Housing Benefit Anti Fraud Funding
Housing Benefit Verification Subsidy
Housing Benefit Administration Subsidy

Other Government Grants
Supporting People

Housing Revenue Account Subsidy
Housing Defects Grants

Crime & Disorder Partnership
Performance Reward Grant
Performance Standard Funding
Concessionary Travel

Waste Performance Efficiency Grant
Local Authority Business Growth Incentive
Planning Delivery Grant
Homelessness Section 93

Smoke Free Legislation

Other

Total Revenue Grants

Capital Grants

Planning Delivery Grant

Leicestershire Economic Partnership — Markets
Leicestershire Economic Partnership- Loughborough Parish Green
Local Area Agreement - CCTV

Salix

Crime and Disorder

Leicestershire County Council for garden waste expansion
Waste Performance Efficiency Grant

Regional Housing Pot

Disabled Facilities Grant

Major Repairs Allowance

Total Capital Grants

Total Grants received
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£000  £000  £000
(1,664)
(8,937)
(8,704)
(3.747)
0
(109)
(878)
(22,375)
(584)
(I
(33)
(151)
(133)
0
(118)
(69)
(240)
(274)
(73)
(63)
(19
(1,768)
(25,807)
84)
0
0
0
(45)
(76)
(100)
(69)
210)
@51)
(3,539)
(4,374)
(30,181)



Note 46. Reconciliation of (surplus)/deficit to Revenue Cash Flow

£000 £000
Income & Expenditure Account deficit 2,581
Collection Fund deficit 923
3,504
Net Servicing of Finance 1,604
Non Cash Transactions
Depreciation and Impairment of Fixed Assets (1,575)
Deferred Charges Written Down (997)
Depreciation Rebate 352
Contribution (to)/ from Provision (360)
Net Charges made for retirement benefit (FRS17) 887
Impairment on investments 2)
(1,695)
Accruals Adjustments
Increase/(Decrease) in Stocks , Stores & Work in Progress (144)
Increase/(Decrease) in Debtors (Excl Non revenue debtors) 2,624
Increase/(Decrease) in Deferred Premium (427)
(Increase)/Decrease in Creditors (Excl Non revenue creditors) 813
2,866
NET CASH OUTFLOW FROM REVENUE ACTIVITIES
6,279
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THE HRA INCOME AND EXPENDITURE ACCOUNT

The Housing Revenue Account reflects a statutory obligation under legislation to account separately
for local authority housing provision. The Account is “ring-fenced” and has to be self-financing. The
costs of HRA activities, not met by subsidy or other income, are met by the rents payable and deficits
on the HRA that cannot be made good by the council taxpayer.

2006/07

£'000

(14,504)
(294)
(869)

(90)

0
(122)

(15,879)

5,399
4,316
0

17

2,495

2

13
3,648
5

101

15,996

7
144

261
542
(104)

699

INCOME

Gross Rents;

- Dwellings*

- Non—-Dwelling Rents

Charges for Services and Facilities
Contributions towards expenditure

HRA Subsidies;

- Housing Defects Act 1984 Repurchases
Other Income

Sub-total Income

EXPENDITURE

Repairs, Maintenance & Management ;
-Repairs and Maintenance

-Supervision and Management
-Charnwood Neighbourhood Homes Ltd
Rents, Rates, Taxes and Other Charges
HRA Subsidies;

- Negative HRA Subsidy payable

(including MRA & prior year adjustment)

- Housing Defects Act 1984 Repurchases
Rent Rebates

Depreciation and impairment of fixed assets
Debt Management costs

Increase in Bad Debt Provision

Sub-total Expenditure

Net cost of HRA Services as included in I&E Account
HRA Share of Corporate and Democratic core
Net cost of HRA Services
Amortisation of premiums and discounts
Interest and investment income
(Surplus)/Deficit for the year on HRA services

Notes

2007/08

£'000

(15,474)
(309)
(1,008)
(88)

(2)
(26)

(16,907)

3,561
3,479
3,011

17

2,569

0

10
3,679
5

160

16,491

(416)
137

279)
484
(160)
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* The Council recognises Dwellings Income when it is payable and it was a 53 week period in 2007/08
as opposed to a 52 week period in 2006/07.
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Statement of Movement on the Housing Revenue Account Balance

2006/07 Notes 2007/08
£000 £000
699 | Deficit for the year on the HRA | & E Account 45
(380) | Net additional amount required by statute to be credited to (171)
the HRA Balance for the year
319 | (Increase) or decrease in the Housing Revenue Account (126)
Balance
(474) | Housing Revenue Account surplus brought forward (155)
(155) | Housing Revenue Account surplus carried forward (281)
Note to the Statement of Movement on the HRA Balance
2006/07 Notes 2007/08
£000 £000
Items included in the HRA Income and Expenditure
Account but excluded from the movement on HRA
Balance for the year
(217) | Net charges made for retirement benefits in 9 (65)
accordance with FRSI7
(217) | Sub-total (65)
Items not included in the HRA Income and
Expenditure Account but included in the
movement on HRA Balances for the year
(173) | Transfer from the Major Repairs Reserve (141)
10 | Capital expenditure funded by the HRA 35
(163) | Sub-total (106)
(380) | Net additional amount required by statute to be (71)

credited to the HRA Balance for the year
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NOTES TO THE HOUSING REVENUE ACCOUNT

Note |. Gross Rents

Gross rent due in the year, after allowance is made for empty properties, was
£15,473,521. In 2007/08 the average percentage of void properties was 2.62%
(2006/07 2.11%). The average rent for 2007/08 on a 53 week basis, was £51.13
(2006/07 £48.40).

Rent Arrears 2006/07 2007/08
£000 £000

Arrears at 31* March:

- Current Tenants 380 431

- Former Tenants 229 301

- Garages and Shops 5 5
614 737

Dwelling Arrears as % of gross debit 4.35% 4.96%

Write-offs / irrecoverable 214 31

A Provision for Bad Debts has been made in the accounts in accordance with the
requirements of the approved guidance. The provision includes an element in respect of
rent rebate overpayments. Rent rebates were transferred to the General Fund on Ist
April 2004. This provision relates to overpayments made prior to that date which were
financed by the HRA.

Bad Debt Provision 31* March 31* March
2007 2008
£000 £000

Rent 412 532

Overpaid Rent Rebate 117 125
529 657

Note 2. HRA Subsidy

The breakdown of the amount payable by the authority for 2007/08 is provided below: -

2006/07 2007/08

£000 £000

Allowance for Management 2,619 2,779
Allowance for Maintenance 5,266 5,479
Allowance of Major Repairs 3’475 3,539
Charges for Capital 1,275 1,219
Rent Constraint Allowance 165 463
Admissable Allowance I5 0
Rent Income (15,247) (16,098)
Interest on Receipts 7) (6)
Total HRA Subsidy (negative) (2,439) (2,625)

For 2007/08, Negative Subsidy totalling £2,625,41 | was debited to the Housing Revenue
Account with respect to the Housing Subsidy entitlement. For 2007/08, the Major Repairs
Allowance granted to the authority was £3,538,578. The total Negative Subsidy in
2007/08 paid was £2,568,757. An additional amount of Negative Subsidy totalling £56,654
was credited to the Housing Revenue Account relating to adjustments made during the
2006/07 grant claim external audit. The total Negative Subsidy for 2006/07 was
£2,438,804. There are no exceptional items to be disclosed.
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Note 3.

Note 4.

Depreciation

Rent Rebates
Recoveries from ongoing benefit relating to housing benefit overpayments prior to |st

April 2004 totalling £9,523 were debited back to the Housing Revenue Account in
2007/08.

Depreciation Charge and Capital Credit

Total Capital Financing Charges of £490,006 were debited to the HRA in 2007/08 in
accordance with the Item 8 determinations for the year. Other land and buildings are the
HRA'’s stock of garages and shops. The Depreciation Charge of £3,679,692 is analysed
below: -

2006/07 2007/08

£000 £000

- Dwellings 3,475 3,539
- Garages and Shops 99 96
- Plant, Vehicles and Equipment 74 44
3,648 3,680

There was no Impairment or Deferred Charges. Following the revaluation of Council
dwellings and garages at the year end £3,612,000 of the above depreciation was written
back to the Revaluation Reserve.

Note 5. Housing Stock
The Council was responsible for managing 5,864 HRA dwellings as at 3Ist March 2008.
This excludes one shared ownership dwelling, which is shared on a 50% equity basis. The
stock was made up as follows: -
31st March 31st March
2007 2008
Number of Number of
dwellings dwellings
Flats/Maisonettes 2,764 2,757
Houses/Bungalows 3,123 3,107
5,887 5,864
The change in stock can be summarised as follows:- 2006/07 2007/08
Number of Number of
dwellings dwellings
Stock at I** April 5,941 5,887
Add: New Properties, Acquisitions and Appropriations 4 I
Less: Demolitions, Conversions and Transfers 9 (2
Property Sales (49) (22)
Stock at 31st March 5,887 5,864

On 31st March 2008 there were 20 void properties withheld from letting (27 at 3Ist
March 2007). This is for a number of reasons including major refurbishment and
redevelopment. The figure of 5,864 represents the actual HRA dwelling stock the
Council owns.
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The dwellings described above are classified as operational assets within the Housing
Revenue Account. In addition there are 834 garages, |17 shops and | store that are non
dwelling assets.

Note 6. Balance Sheet Value of Authority’s Housing Stock

The movement for 2007/08 is shown in Note 20 (page 26).

Balance Sheet as at Balance Sheet as at
I'st April 2007 31stMarch 2008

(Net) (Net)

£000 £000

Dwellings 293,665 334,597
Other land & buildings

- Garages 3,863 4,679

- Shops 800 691

Total 298,328 339,967

Dwellings, Garages and Shops are all Operational Assets. There are no Non-Operational
Assets.

The Existing Use Value — Social Housing on |* April 2007 was £336,179,341. The vacant
possession value of dwellings as at | April 2007 was £542,224,743. The difference
between the vacant possession value and Balance Sheet value of dwellings within the
Housing Revenue Account shows the economic cost to government of providing council
housing at less than open market rents.

Note 7. Summary Total of Capital Expenditure and Receipts

Housing capital expenditure during the financial year was £4,334,253.

A total of £1,051,594 was spent on the development of a replacement computer system
for the Housing department which was funded from borrowing.

Capital expenditure is shown as follows -

2006/07 2007/08
£000 £000
Housing capital expenditure 3,953 4,334

The sources of funding are shown below: -

2006/07 2007/08

£000 £000
Major Repairs Reserve 3,739 3,238
Borrowing 71 1,052
Revenue Contributions to capital 10 35
HRA Miscellaneous capital receipts 133 9
Total 3,953 4,334

Total capital receipts from the HRA were £1,779,569 and were as follows —

2006/07 2007/08

£000 £000
Council House Sales 3,227 1,517
Miscellaneous Capital Receipts 267 219
Reclaimable Discount from Council House Sales 40 44
Total 3,534 1,780
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Note 8. Major Repairs Reserve

2006/07 2007/08

£000 £000

Balance Ist April (242) (6)
Transfer to Major Repairs Reserve (3,648) (3,679)
Transfer from Major Repairs Reserves to HRA 173 141
Interest for the Year (28) 0
Capital Expenditure funded from Major Repairs Reserve 3,739 3,238
Balance at 3Ist March (6) (306)

Note 9. Pension Fund

In accordance with FRS17, Accounting for Retirement Benefits, accounting adjustments
has been made in the Housing Revenue Account to report pension liabilities.

In 2007/08 the cost represented an additional £65,039 to net cost of service compared
to £217,261 in 2006/07.
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COLLECTION FUND 2007/08

2006/07 Notes 2007/08
£'000 £'000 £'000
INCOME
(65,746) Council Tax 2 (68,976)
(39,353)| Non-Domestic Rates 3 (40,570)
(105,099) (109,546)
0| Adjustments for Previous Years' Community Charge 4 0
(105,099) (109,546)
EXPENDITURE
Precepts and Demands:
48,075| Leicestershire County Council 50,853
7,726/ Charnwood Borough Council 5 8,194
6,837| Leicestershire Police Authority 7,285
2,337| Leicestershire Combined Fire Authority 2,489
68,821
Non-Domestic Rates:
39,030 Payment to National Pool 3 40,365
206| Costs of Collection Allowance 3 207
40,572
Bad and Doubtful Debts:
372| Write-offs 8 268
(9)| Provisions 7 (21)
247
613| Contribution to/(from) Leicestershire County 613
Council towards previous year's Collection
Fund Surplus/(Deficit)
87| Contribution to/(from) Leicestershire Police 87
Authority towards previous year's Collection
Fund Surplus/(Deficit)
30, Contribution to/(from) Leicestershire Combined 30
Fire Authority towards previous year’s Collection
Fund Surplus/(Deficit)
103 Contribution to/(from) Charnwood Borough Council 99
towards previous year's Collection Fund Surplus/(Deficit)
829
308 (Surplus)/Deficit for year 923
2006/07 Notes 2007/08
£'000 £'000 £'000
COLLECTION FUND BALANCE
(912)| (Surplus)/Deficit as at Ist April (604)
308 (Surplus)/Deficit for year 923
(604)| (Surplus)/Deficit as at 31* March 9 319
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NOTES TO THE COLLECTION FUND ACCOUNTS

Note . General
This account reflects the statutory requirements for billing authorities to maintain a
separate Collection Fund, which shows the transactions of the billing authority in relation
to non-domestic rates and the Council Tax, and illustrates the way in which these have
been distributed to preceptors and the General Fund. The Collection Fund is
consolidated with the other accounts of the billing authority. The transactions are
prescribed by legislation and are prepared on an accruals basis.
The major items contained within the Fund are:
e  Council Tax collected from Borough Residents
e Business Rates collected from businesses within the Borough
e Benefits granted to Council Taxpayers
e Transitional Relief granted to Council Taxpayers
e Precepts payable to the Borough and County Councils
e Precept payable to the Leicestershire Police Authority
e Precept payable to the Leicestershire Combined Fire Authority
e Payments to the National pool for Business Rates collected
e The cost of collection allowance for Business Rates
e  Additional items, such as the provision for non-collectable amounts
e The deficit or surplus relating to Council Tax. This must then be distributed
between billing authorities and precepting authorities on the basis of an estimate
made on |5th of January in each year.
Note 2. Council Tax
The basis of Council Tax is a property valuation. Properties are valued at April 1991
prices and included within eight bands. The standard Council Tax is calculated at Band D
and all bands are expressed as a Band D equivalent to ascertain a total tax base for the
Council. The 2007/08 base is shown below. Note that there is now a reduced ‘Band A’
for properties in ‘A’ that are reduced for those with approved Disabled Adaptations.
Valuation Range of Values Relationship Number of Band D
Band To Band D Properties Equivalent
X Reductions on Band A 5/9 33.00 18.3
A Up to and including £40,000 6/9 9,178.15 6,118.8
B £40,001 - £52,000 7/9 15,917.35 12,380.2
C £52,001 - £68,000 8/9 15,050.60 13,378.3
D £68,001 - £88,000 I 8,073.35 8,073.4
E £88,001 - £120,000 II/9 5,209.45 6,367.1
F £120,001 - £160,000 I3/9 2,446.10 3,533.3
G £160,001 - £320,000 I5/9 1,607.25 2,678.8
H More than £320,000 I8/9 149.3 298.6
Contributions in lieu 25.6
Est growth in Band D Equiv’s 350.0
Total (Tax Base) 53,223.6

The tax base, 53,223.6 is then adjusted for the estimated collection rate of 98.5%, and this
produces a revised base of 52,425.2 for the calculation of the standard Council Tax, per
Band D property, which is £1,312.76. This provides a total requirement of £68.82m.
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The actual position for 2007/08 was as follows:

2006/07 2007/08
£000 £000

74,522  Gross Council Tax due 78,953
(8,776) Relief, exemptions & transitional relief granted (9,977)
65,746 68,976
(6,494) Benefits applied to Council Tax payers (6,797)
59,252 Net Council Tax 62,179

6,494 Government Grant — Benefits 6,797
65,746  Council Tax 68,976

Precepts of £68,821,617 (2006/07 £64,975,996) have been paid against the net income to
the Collection Fund of £68,694,142 (2006/07 £65,528,451) giving a deficit of £127,475 in
2007/08 (2006/07 surplus of £552,455).

Note 3. National Non-Domestic Rates
NNDR is organised on a national basis. The Council is responsible for collecting rates
due from the ratepayers in its areas and the total amounts billed to business ratepayers
are included within the Collection Fund, less the various relief and exemptions granted.
This amount is paid, during the year, into a national pool administered by the
Government. The Government redistributes the sums paid into the pool back into local
authorities’ General Funds on the basis of a fixed amount per head of population.
2006/07 2007/08
£000 £000
45,784 Gross Non-Domestic Rates due 46,163
(154) Amounts Written Off 14
(6,468) Relief's & Exemptions (5,622)
20 Interest on Refunds (33)
37 Reduction/(Increase) Bad Debt Provision (12)
58 General Fund Contribution to Discretionary Relief 62
39,236 Gross Up NNDR Collectable 40,572
17 Add back net Write Offs & Bad Debt Provision 2)
39,353 Net NNDR Collectable 40,570
The Government specifies an amount (44.4p in 2007/08 and 43.3p in 2006/07) and,
subject to the effects of transition arrangements, local businesses pay rates calculated by
multiplying their rateable value by that amount. The Rateable Value for the Council’s area
at 3Ist March 2008 was £107.7m.
Note 4. Adjustments for Previous Years’ Community Charge

Although the Community Charge ended on 31st March 1993, there will continue to be
residual adjustments for some years. These are dealt with through the Collection Fund
but are separated from the Council Tax amounts. The amount is made up as follows:

2006/07 2007/08
£000 £000
0 Cash receipts from written off charges 0
0 0

Income of £0 was offset by a contribution of £554 to the precept in 2007/08
Leaving a Surplus of £825.
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Note 5. Charnwood Borough Council Precept

2006/07 2007/08
£000 £000

16,865 Charnwood Precept 17,628

2,140 Parish Precepts 2,244

(103) Collection Fund Deficit/(Surplus) (99)

18,902 19,773

(11,176) RSG & NNDR Redistributed Pool (11,579)
7,726 8,194

Note 6. Provision for Non-Payment

Council Tax
There is a cumulative provision held as at 31* March 2008 amounting to £965,651 for
doubtful debts, including costs.

NNDR

There is a cumulative provision held as at 3Ist March 2008 amounting to £67,740 for
doubtful debts, including costs.

Note 7. Contributions to Provision for Bad and Doubtful Debts

Contributions were made to the provision during the year of;

2006/07 2007/08
£'000 £'000
28 Council Tax (33)
(38) NNDR 12
(10) (1)
Note 8. Write off of Bad Debts

Bad debts were written off during the year.

2006/07 2007/08
£000 £000
218 Council Tax 282
154 NNDR (14)
372 268
Note 9. (Surplus)/Deficit on Collection Fund

There was a Deficit balance on the Collection Fund at 31st March 2008 of £318,689
(Surplus 31st March 2007 £603,868). This represents a £319,514 Deficit for Council Tax
and a £825 Surplus for Community Charge. These will be carried forward to 2008/09
and taken into account in the future calculation of charges to be met by Council
Taxpayers. Further analysis is provided in note 37. The contribution paid out of
£827,898 together with the Surplus brought forward of £602,489 and a reduction in Bad
Debt Provision of £33,370 increase the in year deficit of £127,475 to £319,514 which is
carried forward.
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GROUP CONSOLIDATED ACCOUNTS

Introduction

Charnwood Neighbourhood Housing Limited (CNH) is a wholly owned subsidiary of the Council.
The Housing Revenue Account includes a management fee paid to CNH to manage the stock owned
by the Council under arms length arrangements. This management agreement came into effect on |*
December 2007. The group accounts have been prepared on the acquisition basis.
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GROUP INCOME AND EXPENDITURE ACCOUNT Gross Gross Net
Expenditure Income Expenditure
2007/08 2007/08 2007/08
Note £'000 £'000 £'000
Central Services to the Public
Corporate & Democratic Core 3,082 (55) 3,027
Non Distributed Costs (133) 0 (133)
Emergency Planning 0 0 0
Local Land Charges 169 (340) (171)
Local Tax Collection 8,478 (7,384) 1,094
General Grants, Bequests and Donations 480 (19) 461
Elections 384 (25) 359
Cultural, Environmental and Planning Service
Cultural & Related Services 4,976 (1,209) 3,767
Environmental Services 10,293 (3,042) 7,251
Planning & Development Services 3,799 (1,946) 1,853
Highways/Transportation 2,683 (1,066) 1,617
Housing Services
Housing Services - General Fund 21,596 (19,017) 2,579
Housing Services - Housing Revenue Account 14,594 (15,363) (769)
Miscellaneous Services 1,097 (437) 660
Net Cost of Service 71,498 (49,903) 21,595
(Gain)/Loss on Disposal of Fixed Assets 54 0 54
Parish Precepts 2,244 0 2,244
(Surplus)/Deficit of Trading Operations 279 (381) (102)
Interest Payable and Similar Charges 235 0 235
Interest and Investment Income 0 (1,875) (1,875)
Net Pensions Interest Cost and Expected Return on Assets 0 (682) (682)
Grounds Maintenance Transfer (88) 0 (88)
Item 8 Debit 0 (63) (63)
Amortised Premium Deferred 484 0 484
Contribution to Housing Pooled Capital Receipts 1,176 0 1,176
Impairment on Investments 2 0 2
Corporation Tax Due I 8 0 8
Net Operating Expenditure 75,892 (52,904) 22,988
General Government Grants 0 (1,664) (1,664)
Non Domestic Rates redistribution 0 (9,915) (9,915)
Council Taxpayers 0 (8,194) (8,194)
Demand on the Collection Fund 0 (99) (99)
LABGI Grant 0 (240) (240)
PRG Grant 0 (133) (133)
Income and Expenditure account deficit/(surplus) 75,894 (73,149) 2,743
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RECONCILIATION OF THE SINGLE ENTITY SURPLUS/DEFICIT
TO THE GROUP SURPLUS/DEFICIT

2007/08
£'000
(Surplus)/Deficit on the Council's Income and Expenditure Account 2,581
Adjustments for transactions with other group entities (3,912)
(Surplus)/Deficit in the Group Income and Expenditure Account attributable to the Council (1,331)
(Surplus)/Deficit in the Group Income and Expenditure Account attributable to group 4,074
subsidiaries (adjusted for intra group transactions)
Surplus/Deficit for the year on the Group Income and Expenditure Account 2,743

GROUP STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES

Statement of Total Recognised Gains and Losses 2007/08
£000

(Surplus)/Deficit on Income & Expenditure Account 2,743
(Surplus)/Deficit on Collection Fund Account 923
(Gains)/Losses on Revaluation of Fixed Assets (43,735)
Actuarial (Gains)/Losses on Pension Fund Assets and Liabilities (3,655)
Financial Instruments Adjustment Account 2,346
Other (Gains)/Losses required to be included in the STRGL (48)
Total Recognised (Gains)/Losses for the Year (41,426)
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GROUP BALANCE SHEET AS AT 31ST MARCH 2008

Notes | 3110312008
Fixed Assets
Intangible Fixed Assets 814
Tangible Fixed Assets-Operational:
Council Dwellings 339,967
Other Land & Buildings 35,297
Vehicles, Plant & Equipment 3,375
Infrastructure Assets 84|
Community Assets 2,358
Tangible Fixed Assets-Non Operational:
Investment Properties 2,784
Assets Under Construction I,164
Surplus Assets Held for Disposal 1,982
Total Fixed Assets 388,582
Long-term Investments 58
Long-term Debtors 48
Total Long-term Assets 106
Current Assets
Stocks & Work in Progress 2 184
Debtors 3 12,114
Provision for Bad/Doubtful Debts (2,361)
Investments (Short-Term) 22,101
Cash at Bank and in hand 393
32,431
Total Assets 421,119
Current Liabilities
Creditors 4 (10,066)
Cash and Bank Overdrawn (975)
(11,041)
Total Assets less Current Liabilities 410,078
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GROUP BALANCE SHEET AS AT 31ST MARCH 2008

31/03/2008
Notes £000

Long-Term Assets/Liabilities

Long-Term Borrowing, over 12 Months (2,000)

Defined Benefit Pension Scheme Asset/(Liability) (7,818)

Capital Grants and Contributions Un-Applied (2,799)

Deferred Government Grants (3,966)

Deferred Credits (Deferred Capital Receipts) (47)

Deferred Revenue Receipts (247)
Total Assets less Liabilities 393,201
Financed by:
Specific Accounts

Capital Adjustment Account (344,758)

Financial Instruments Adjustment Account 2,346
Specific Reserves

Revaluation Reserve (43,279)

Usable Capital Receipts Reserve (9,315)

Pension Reserve (Surplus)/Deficit 7,829

Major Repairs Reserve (306)
Earmarked Reserves

Revenue Reserves (754)

Reinvestment Reserve (1,335)

Capital Plan Reserve (1,009)
Fund Balances

General Fund Balance (2,658)

HRA Fund Balance (281)

Collection Fund Balance 319
Total Net worth (393,201)
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GROUP CASH FLOW STATEMENT FOR THE YEAR ENDED 31ST MARCH 2008

Note

2007/08
£000

2007/08
£000

2007/08
£000

REVENUE ACTIVITIES
Net Cash (Inflow)/Outflow from Revenue Activities

RETURNS ON INVESTMENT AND SERVICING OF

FINANCE

Cash Outflows

Interest paid

Payments under credit arrangements
Cash Inflows

Interest received

Net Cash (Inflow) from Returns on Investment &
Servicing of Finance

Taxation

CAPITAL ACTIVITIES
Cash Outflows

Purchase of Fixed Assets
Other capital cash payments
Capital Cash Outflows

Cash Inflows

Sale of fixed assets

Capital grants received
Other capital cash receipts
Capital Cash Inflows

Net Cash (Inflow) from Capital Activities

MANAGEMENT OF LIQUID RESOURCES
Short Term Deposits
SUB-TOTAL BEFORE FINANCING

FINANCING

Cash Outflows

Repayments of Amounts Borrowed
Financing Cash Outflows

Cash Inflows

New Loans Raised

New Short Term Loans

Financing Cash Inflows

Net Cash (Inflow)/Outflow from Financing

Net (Increase)/Decrease in Cash

235

(1,865)

6,644
1,746

(1,850)
(4,374)
(797)

(1,630)

8,390

(7,021)

6,018

(1,630)

1,369

(5,235)

530

530
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31.03.07 | 31.03.08 | Movement
MOVEMENT IN CASH AND CASH
EQUIVALENTS £'000 £'000 £'000
Cash Overdrawn - (Increase)/Decrease in Cash (52) 582 530

Group Account Notes

The following notes have been prepared on an exception basis with only those items which
have changed from Charnwood Borough Council’s Statement of Accounts being included.
For all other items reference should be made to the Council’s Income and Expenditure
Account on page 12 and Balance Sheet on page |16 with reference to appropriate notes.

Note. | Taxation

CNH is subject to a charge for taxation which is based on the results for the year. In

2007/08 it has paid £8,425 Corporation Tax.

Note.2 Stocks and Work-in-Progress

Stocks

Town Hall

South Charnwood Swimming Pool
Charnwood Neighbourhood Housing Ltd
Other

Note. 3 Debtors

Amounts falling due in one year:
Government Departments
Customs & Excise
Housing Rents
Reserved Debtors
Sundry Debtors
Council Tax Arrears
NNDR Arrears
NNDR pool
HRA Subsidy
Other
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31st March
2008
£'000

165
14
184

31st March
2008
£'000

2,058
645
796

1,682

2,498

3,664
289
393

72
17

12,114




Note. 4

Note.5

Creditors
3Ist March
2008
£'000
HM Revenue & Custom 482
Government Departments 270
Leicestershire County Council 234
Housing Rents 258
Other Sundry Creditors 3,406
Reserved Creditors 2,938
NNDR Prepayments 373
Council Tax Prepayments 1,332
Health Authority 721
Employees 22
Housing Subsidy 30
10,066
Reconciliation of (surplus)/deficit to Revenue Cash Flow

Income & Expenditure Account deficit
Collection Fund deficit

Net Servicing of Finance

Taxation

Non Cash Transactions

Depreciation and Impairment of Fixed Assets
Deferred Charges Written Down

Depreciation Rebate

Contribution (to)/ from Provision

Net Charges made for retirement benefit (FRS17)
Impairment on investments

Accruals Adjustments

Increase/(Decrease) in Stocks , Stores & Work in Progress
Increase/(Decrease) in Debtors (Excl Non revenue debtors)
Increase/(Decrease) in Deferred Premium

(Increase)/Decrease in Creditors (Excl Non revenue creditors)

NET CASH OUTFLOW FROM REVENUE ACTIVITIES
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£000 £000
2,743
923

3,666

1,630

®)
(1,575)
(997)
352
(360)
898
Q)

(1,684)
2
3,023
427)
(203)

2,414

6,018



Annual Governance Statement 2007/08

I. SCOPE OF RESPONSIBILITY

Charnwood Borough Council is responsible for ensuring that its business is
conducted in accordance with the law and proper standards, and that public money
is safeguarded and properly accounted for, and used economically, efficiently and
effectively. The Council also has a duty under the Local Government Act 1999 to
make arrangements to secure continuous improvement in the way in which its
functions are exercised, having regard to a combination of economy, efficiency and
effectiveness.

In discharging this overall responsibility, the Council is responsible for putting in
place proper arrangements for the governance of its affairs, facilitating the effective
exercise of its functions, and which includes arrangements for the management or
risk.

The Council has approved and adopted a code of corporate governance, which is
consistent with the principles of the CIPFA / SOLACE Framework ‘Delivering Good
Governance in Local Government’. A copy of the code is available on our website at
http://www.charnwood.gov.uk/uploads/localcodeofcorporategovernance.pdf.

This statement explains how the Council has complied with the code, and also meets
the requirements of regulation 4[2] of the Accounts and Audit Regulations 2003, as
amended by the Accounts and Audit [Amendment] [England] Regulations 2006 in
relation to the publication of a statement on internal control.

2. THE PURPOSE OF THE GOVERNANCE FRAMEWORK

The governance framework comprises the systems and process, and culture and
values, by which the Council is directed and controlled and the activities through
which it accounts to, engages with, and leads the community. It enables the Council
to monitor the achievement of its strategic objectives and to consider whether those
objectives have led to the delivery of appropriate, cost-effective services.

The system of internal control is a significant part of that framework and is designed
to manage risk to a reasonable level. It cannot eliminate all risk of failure to achieve
policies, aims and objectives and can therefore only provide reasonable and not
absolute assurance of effectiveness. The system of internal control is based on an
ongoing process designed to identify and prioritise the risks to the achievement of
the Council’s policies, aims and objectives, to evaluate the likelihood of those risks
being realised and the impact should they be realised, and to manage them efficiently,
effectively and economically.

The governance framework has been in place for the year ended 3| March 2008, and
up to the date of the approval of the annual report and accounts.

3. THE GOVERNANCE FRAMEWORK

The key elements of the Council’s governance framework are as follows: -
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To ensure we focus on the purpose of the Council and on outcomes for the
community and that we create and implement a vision for the local area:

¢ The Council’s objectives are set out in the Corporate Plan and this is reviewed
through Cabinet and wider consultation with local partners and the community.
The achievement of the plan is monitored through performance management and
review processes carried out by Cabinet, Scrutiny Committees and officers.

¢ A rigorous and robust annual service delivery planning process is in place that
includes consultation with service users where appropriate, and which ensures that
resources and budgets are aligned to the corporate objectives set out in the
Corporate Plan, as well as providing for a controlled and objective means of
identifying efficiency savings and opportunities for investment to improve service
delivery. Service delivery plans are approved by Cabinet.

¢ Policies determined during the financial year are approved by Council or Cabinet
as appropriate following thorough consultation with key stakeholders and the local
community where appropriate.

¢ A corporate complaints procedure is in operation, and is appropriately publicised
via the Council’s website and other means. All complaints are investigated and
corrective action taken to improve processes and procedures where appropriate.

¢ A sound system of internal controls is in place to ensure value for money is
obtained and that funds and resources are used appropriately. This includes
detailed Financial Regulations, and supporting Financial Procedures, which are
reviewed and updated regularly.

To ensure members and officer work together to achieve a common purpose with
clearly defined functions and roles:

¢ The Council’s constitution sets out the terms of reference for all member
committees, including executive and decision making functions, and the scrutiny
function.

¢ A member/officer protocol is in place which sets out the expectations and
processes that are in place to ensure effective and constructive working
relationships.

¢ A scheme of delegation has been approved and is regularly updated, which clearly
sets out which responsibilities have been delegated to officers, and how these
delegations should operate and be recorded.

To promote values for the Council and to demonstrate that the values of good
governance are demonstrated by high standards of conduct and behaviour:

¢ Codes of conduct are in place for members and officers, which clearly specify the
required standards of conduct and behaviour, and which require the declaration of

any personal interests which may conflict with the interests of the Council.

¢ Registers to record any declarations of interest made by members or officers and
maintained.
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¢ A ‘whistle-blowing’ policy is in place for any members, officers or other parties to
report suspicions of fraud or other irregularities, and all such reported instances
are investigated thoroughly.

¢ A Standards Committee is in place to deal with any allegations relating to the
behaviour or conduct of members.

¢ A Code of Corporate Governance is in place which sets out the Council’s
approach towards, and requirements for achieving good corporate governance.

To ensure that informed and transparent decisions are taken which are subject to
effective scrutiny and that risks are managed:

¢ All Cabinet reports recommending decisions include details of any relevant
financial and legal implications, and contain a risk management section which sets
out any identified risks together with their likelihood and impact, and actions
planned to manage the risks.

¢ An effective scrutiny function is in place which has the right to call-in any executive
decisions for comment and challenge.

¢ A risk management framework has been established under which strategic risks
which may impact on the achievement of the Council’s corporate objectives are
identified on an annual basis, are approved by Cabinet, and subsequently monitored
on a quarterly basis by senior managers and by the Performance & Audit Scrutiny
Committee. Lower level operational risks are identified by the annual service
delivery planning process and are monitored on an ongoing quarterly basis, with
any exceptions or significant concerns being escalated to senior managers and to
the Performance & Audit Scrutiny Committee.

To develop the capacity and capability of members and officers to be effective:

¢ An annual personal development review is undertaken for all officers, which
includes the identification of training and development needs, which are then
considered and built into a service level and corporate training programme where
appropriate.

¢ A Member Development Strategy has been approved and a programme of training
courses for councillors is organised in conjunction with the Leicestershire and
Rutland Improvement Partnership. An intensive induction programme was
organised for new councillors following the Borough Council Elections in May
2007.

¢ Thorough and rigorous recruitment and selection processes for officers are in
place, and workforce succession planning is undertaken to ensure capacity and

continuity issues are identified and addressed.

To engage with local people and other stakeholders to ensure robust public
accountability:
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¢ The scrutiny function consists of a Scrutiny Commission which oversees and steers
the scrutiny process, and which is supported by 3 scrutiny committees;
Community & Partnerships, Investigation & Review, and Performance & Audit.

¢ The Performance & Audit Scrutiny Committee acts as the Council’s audit
committee, and has responsibility for overseeing the production of the annual
statement of accounts, and for the work of Internal Audit. The committee aims to
fulfil the core functions of an audit committee as recommended by the Chartered
Institute of Public Finance & Accountancy.

¢ The Council has an Internal Audit function which operates in accordance with
appropriate requirements and guidance, and which is responsible for providing
assurance on the adequacy of internal control and risk management arrangements.

¢ The Council has identified all of its significant partnerships, and has undertaken a
risk assessment for all of these partnerships, including ensuring appropriate
governance arrangements are in place.

¢ Appropriate employment policies and procedures are in place to ensure
responsibilities to staff are met and that employment legislation is complied with.
These include disciplinary and capability policies.

¢ Appropriate mechanisms are in place to measure quality of service to users,
including use of the ‘Govmetric’ satisfaction monitoring tool for all major access
channels.

¢ Compliance with internal policies and procedures is ensured by various means,
including management checks and the work of Internal Audit.

4. REVIEW OF EFFECTIVENESS

The Council has responsibility for conducting, at least annually, a review of the
effectiveness of its governance framework including the system of internal control.
The review of effectiveness is informed by the work of the senior managers within
the Council who have responsibility for the development and maintenance of the
governance environment, the annual Internal Audit report, and also by comments
made by the external auditors and other review agencies and inspectorates.

The Council’s statutory officers consist of the Head of Paid Service (Chief
Executive), the Monitoring Officer (Director of Risk Management), and the s.151
Officer (currently the Chief Executive, although the Deputy Chief Executive fulfilled
this role for part of 2007/08, and the Chief Finance Officer will assume the role
when they take up appointment during 2008/09). These officers fulfil the required
statutory duties associated with their roles, including ensuring that the Council’s
activities are in accordance with the law and legislative requirements, and that
financial budgets are set appropriately and are monitored regularly.

The Council’s Internal Audit service operate according to a 3 year strategic audit
plan, and an annual audit programme, both of which are developed using a risk based
approach designed to ensure that key financial systems, strategic risk counter
measures, and significant Council services are audited at appropriate frequencies so
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that sufficient assurance on adequacy of the internal control environment and risk
management arrangements can be provided.

Senior managers, and the Performance & Audit Scrutiny Committee are responsible
for receiving and considering regular monitoring reports in respect of the risk
management framework, the performance management framework, and the work of
Internal Audit. The Performance & Audit Scrutiny Committee also receive and
consider any reports arising from the work of the external auditors.

These arrangements and processes ensure that the Council’s corporate governance
and internal control arrangements are kept under regular and ongoing review
throughout each financial year.

Additionally, as part of the process to produce the Annual Governance Statement, a
comprehensive review of all sources of evidence, including external review, audit
and inspection work undertaken during the year, has been undertaken.

This review indicates that the Council’s corporate governance and internal control
arrangements are adequate and effective, but that there are some areas for further
improvement, which are detailed in the following section.

5. SIGNIFICANT GOVERNANCE ISSUES

The annual Internal Audit report notes that there were significant concerns arising
from an audit of the Council’s contract management arrangements, which meant that
it was not possible to conclude that value for money was being obtained in respect
of several large areas of spending. Action is being taken to implement all of the
recommendations for improvement which were made by Internal Audit, and an
agreed implementation plan is in place.

The Audit Commission’s annual audit and inspection letter, issued in March 2008,
highlighted 2 areas where further action was needed by the Council:
e consolidate and sustain the rate of service improvement, particularly in
community safety and housing; and
e strengthen the approach to joint working with other Leicestershire councils.

The Council has responded fully to the recommendations made by the Audit
Commission in their inspection report on Community Safety, and the proposed
actions have been agreed by Cabinet. Officer are working with Charnwood
Neighbourhood Housing on efforts to improve housing services in general and in
particular to achieve ‘two star’ status. We have developed a shared service for
property management with North West Leicestershire District Council, and we are
exploring opportunities to work with them and with Melton Borough Council on
grounds maintenance and the re-tendering of our environmental services contract.
We are also working more generally through the Local Area Agreement and
elsewhere on options for pursuing joint working with other Leicestershire Councils.

The Council commissioned a ‘peer review’ from the Improvement and Development
Agency during 2007/08. A number of key recommendations were made by the
review team, all of which will be addressed during 2008/09, and which will be taken
account of during the development of the Council’s new Corporate Plan:
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Ambition for the community

understand the demands posed by a changing demographic profile and
develop stronger and wider partnerships to improve the quality of life for
residents

adopt an outcome approach to strategic planning and communicate to
residents, partners and employees a vision for the future

develop a “one” council ethos to achieve priorities

Prioritisation

priorities, resource allocation and budget changes need to be clearly linked
and reasons for changes communicated to ensure understanding and
demonstrate open decision making

introduce a priority based model to assist members in the decision making
process and for the process to be open, transparent and understood by
everyone :

Capacity

engage the hearts and minds of employees and make them feel valued
the Chief Executive, Leader and Senior Management should be more visible
and accessible to employees.

Improve two way communication and ensure that employees understand why
changes are necessary

encourage the development of members to enhance their skills and
knowledge

ensure that members know what their roles and responsibilities are and
make portfolio holders primarily accountable for their areas of responsibility

Performance management

use performance management to resource and skill re-alignment to ensure
success _ :

engage employees in performance improvement groups to look at lessons
learned and how this can be shared across the organisation to ensure future
improvements in services

capture customer complaints, suggestions and compliments and use them to
inform and improve service delivery

give ownership of performance to directorates by allowing data to be
entered at source and full access rights given to all employees responsible for
performance

Achievement and Improvement
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e celebrate success and achievements with communities, partners and
employees and raise the council’s profile externally

e ensure that feedback is built in to community engagement activities to inform
participants how their contribution has influenced service improvements.

The report from the IDEA has only recently been finalised, and we propose to
address all of the issues raised over the coming year, including taking appropriate
actions during the development of our new Corporate Plan.

We are satisfied that the actions being taken will address the need for improvements
that were identified in the review of effectiveness, and we will monitor their
implementation and operation as part of the next annual review.

There was extensive press coverage during August 2008 re sensitive personal and
financial data relating to residents of the Borough being discovered on a computer
hard disk drive which had belonged to the Council and which was sold via the
internet.

A prompt and thorough internal investigation into this matter resulted in the hard
disk drive being recovered, and the matter being referred to the Police as a criminal
investigation. A thorough review of procedures relating to the security of computer
hardware and data will also be completed.

R (e (77

Brian Hayes Clir Richard Shepherd
Chief Executive Leader of the Council
5% September 2008 5% September 2008
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Independent auditor’s report to the Members of Charnwood Borough Council

Opinion on the financial statements

| have audited the Authority and Group accounting statements and related notes of
Charnwood Borough Council for the year ended 31 March 2008 under the Audit Commission
Act 1998. The Authority and Group accounting statements comprise the Authority and Group
Income and Expenditure Account, the Authority Statement of the Movement on the General
Fund Balance, the Authority and Group Balance Sheet, the Authority and Group Statement of
Total Recognised Gains and Losses, the Authority and Group Cash Flow Statement, the
Housing Revenue Account, the Collection Fund and the related notes. These accounting
statements have been prepared under the accounting policies set out in the Statement of
Accounting Policies.

This report is made solely to the members of Charnwood Borough Council in accordance with
Part Il of the Audit Commission Act 1998 and for no other purpose, as set out in paragraph 36
of the Statement of Responsibilities of Auditors and of Audited Bodies prepared by the Audit
Commission.

Respective responsibilities of the Chief Financial Officer and auditor

The Chief Financial Officer's responsibilities for preparing the financial statements in
accordance with relevant legal and regulatory requirements and the Statement of
Recommended Practice on Local Authority Accounting in the United Kingdom 2007 are set
out in the Statement of Responsibilities for the Statement of Accounts.

My responsibility is to audit the financial statements in accordance with relevant legal and
regulatory requirements and International Standards on Auditing (UK and Ireland).

| report to you my opinion as to whether the Authority and Group accounting statements
present fairly, in accordance with relevant legal and regulatory requirements and the
Statement of Recommended Practice on Local Authority Accounting in the United Kingdom
2007:
¢ the financial position of the Authority and its income and expenditure for the year; and
o the financial position of the Group and its income and expenditure for the year.

| review whether the governance statement reflects compliance with ‘Delivering Good
Governance in Local Government: A Framework' published by CIPFA/SOLACE in June 2007.
| report if it does not comply with proper practices specified by CIPFA/SOLACE or if the
statement is misleading or inconsistent with other information | am aware of from my audit of
the financial statements. | am not required to consider, nor have | considered, whether the
governance statement covers all risks and controls. Neither am | required to form an opinion
on the effectiveness of the Authority’s corporate governance procedures or its risk and control
procedures.

| read other information published with the Authority and Group accounting statements, and
consider whether it is consistent with the audited Authority and Group accounting statements.
This other information comprises the Explanatory Foreword. | consider the implications for my
report if | become aware of any apparent misstatements or material inconsistencies with the
Authority and Group accounting statements. My responsibilities do not extend to any other
information.

Basis of audit opinion

| conducted my audit in accordance with the Audit Commission Act 1998, the Code of Audit
Practice issued by the Audit Commission and International Standards on Auditing (UK and
Ireland) issued by the Auditing Practices Board. An audit includes examination, on a test
basis, of evidence relevant to the amounts and disclosures in the Authority and Group
accounting statements and related notes. It also includes an assessment of the significant
estimates and judgments made by the Authority in the preparation of the Authority and Group
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accounting statements and related notes, and of whether the accounting policies are
appropriate to the Authority’s circumstances, consistently applied and adequately disclosed.

| planned and performed my audit so as to obtain all the information and explanations which |
considered necessary in order to provide me with sufficient evidence to give reasonable
assurance that the Authority and Group accounting statements and related notes are free
from material misstatement, whether caused by fraud or other irregularity or error. In forming
my opinion | also evaluated the overall adequacy of the presentation of information in the
Authority and Group accounting statements and related notes.

Opinion

In my opinion:

e The Authority financial statements present fairly, in accordance with relevant legal
and regulatory requirements and the Statement of Recommended Practice on Local
Authority Accounting in the United Kingdom 2007, the financial position of the
Authority as at 31March 2008 and its income and expenditure for the year then
ended; and

e The Group financial statements present fairly, in accordance with relevant legal and
regulatory requirements and the Statement of Recommended Practice on Local
Authority Accounting in the United Kingdom 2007, the financial position of the Group
as at 31March 2008 and its income and expenditure for the year then ended.

a5

Neil Bellamy - District Auditor
Audit Commission

Rivermead House

7 Lewis Court

Grove Park

Enderby

Leics. LE19 1SU

/2 Lf September 2008

Conclusion on arrangements for securing economy, efficiency and effectiveness in the
use of resources

Authority’s Responsibilities

The Authority is responsible for putting in place proper arrangements to secure economy,
efficiency and effectiveness in its use of resources, to ensure proper stewardship and
governance and regularly to review the adequacy and effectiveness of these arrangements.

Auditor's Responsibilities

| am required by the Audit Commission Act 1998 to be satisfied that proper arrangements
have been made by the Authority for securing economy, efficiency and effectiveness in its use
of resources. The Code of Audit Practice issued by the Audit Commission requires me to
report to you my conclusion in relation to proper arrangements, having regard to relevant
criteria specified by the Audit Commission for principal local authorities . | report if significant
matters have come to my attention which prevent me from concluding that the Authority has
made such proper arrangements. | am not required to consider, nor have | considered,
whether all aspects of the Authority's arrangements for securing economy, efficiency and
effectiveness in its use of resources are operating effectively.
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Glossary of Terms

Accounting Period - The period of time covered by the accounts, normally 12 months commencing
on Ist April for local authorities.

Accruals - Sums included in the final accounts to cover income or expenditure attributable to the
accounting period but for which payment has not been made/received at the balance sheet date.
Capital Charges - Charges made to service revenue accounts based on the value of the assets they
use and comprising depreciation.

Capital Expenditure - Expenditure on new assets such as land and buildings, or on enhancements
to existing assets which significantly prolong their useful life or increase their value.

Capital Financing Costs - The annual cost of borrowing (principal repayments and interest
charges), leasing charges and other costs of funding capital expenditure.

Capital Receipt - Income from the sale of capital assets such as council houses, land or other
buildings.

Creditors - Amounts owed by the Council at 31st March for goods received or services rendered
but not yet paid for.

Current Assets - Assets which can be expected to be consumed or realised during the next
accounting period.

Current Liabilities - Amounts which will become due or could be called upon during the next
accounting period.

Debtor - Amounts owed to the Council, which are collectable or outstanding at 3 Ist March.
Deferred Charges - Expenditure of a capital nature but for which there is no tangible asset, for
example renovation grants.

Depreciation - The estimated losses in value of an asset, owing to age, wear and tear, deterioration,
or obsolescence.

Fixed Asset - Assets which can be expected to be of use or benefit to the Council in providing its
service for more than one accounting period.

Government Grants - Payments by central government towards local authority expenditure. They
may be specific, for example Housing Benefit subsidy, or general such as Revenue Support Grant.
Operating Lease - A lease under which the ownership of the asset remains with the lessor; for
practical purposes it is equivalent to contract hiring.

Precepts - The amount which local authorities which cannot levy a council tax directly on the public
(for example a County Council) requires to be collected on its behalf.

Reserves - Amounts set aside in the accounts for the purpose of meeting particular future
expenditure. A distinction is drawn between reserves and provisions, which are set up to meet
known liabilities.

Revenue Expenditure - Spending on day-to-day items including employees’ pay, premises costs and
supplies and services.

Revenue Support Grant - The main grant paid by central government to a local authority towards
the costs of its services.

Abbreviations used in the accounts:

CNH — Charnwood Neighbourhood Housing Limited

CIPFA - Chartered Institute of Public Finance and Accountancy
FRS - Financial Reporting Standard

HRA - Housing Revenue Account

MRA - Major Repairs Allowance

MRP - Minimum Revenue Provision

NNDR - National Non-domestic Rates

PRG - Performance Reward Grant

PWC — PricewaterhouseCoopers (the council’s former External Auditors)
SSAP - Statement of Standard Accounting Practice

SORP - Statement of Recommended Practice
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