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EXPLANATORY FOREWORD

1 Introduction

| am pleased to present the Statement of Accounts for the year ending 31
March 2014 which provides information on how the Council has applied
financial resources to deliver services and progress the priorities outlined in
the Medium Term Plan.

Central Bedfordshire Council is a unitary authority serving a growing
population of around 255,000. It is a largely rural area with over half the
population living in the countryside and the rest in a number of market towns,
the largest of which are Leighton Buzzard, Dunstable, Houghton Regis,
Biggleswade, Flitwick, Sandy and Ampthill. The area is generally prosperous,
with above national average levels of employment and earnings, benefitting
from excellent transport links, including the Al and M1, three main rail lines
and the close location of Luton and Stansted international airports. The area is
a great place to live and work having attracted major investments and many
residents who commute out of the area to London, Luton, Milton Keynes and
Hertfordshire.

The Council has had to manage its services and resources in an environment
of continued reductions in central government funding and subdued economic
growth which has further restrained income and contributed to increasing
demand for many services.

The population is predicted to grow to 276,500 by 2016 and the Council is
striving to provide for this increase by supporting affordable housing
developments as well as working with businesses to help create local jobs. In
tandem with population growth residents are enjoying longer lives which
increases the need for many Council services.

The Council continues to adapt to changes in both statutory responsibilities
and technology. Most pupils are now educated in academies and public
health services transferred to the Council from the National Health Service
(NHS) on 1 April 2013.

The Statement of Accounts has been produced for the Council as a single
entity based on International Financial Reporting Standards (IFRS) and
prepared in accordance with the Chartered Institute of Public Finance and
Accountancy/ Local Authority (Scotland) Accounts Advisory Committee
(CIPFA/LASAAC) Code of Practice on local authority accounting in the United
Kingdom (“the code”). The code’s overriding requirement is that the Statement
of Accounts should ‘present a true and fair view' of the financial position and
transactions of the Council.

The specific requirements of the code are very detailed and this foreword is
intended to help guide the reader through the document and highlight any

Central Bedfordshire Statement of Accounts 2013/14
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significant matters. The foreword and the glossary of terms are included to
assist the reader and are not formally part of the Statement of Accounts and
as such are not covered directly by the statutory requirements for an audit
opinion.

2 The Financial Statements
Main Statements

The code requires that the accounts are prepared in line with recognised
accounting practices and this approach recognises several costs such as
depreciation that, under statute, cannot be charged to local taxpayers. The
statements outlined are intended to inform the reader of both the accounting
and the regulatory financial position of the Council. Comparative numbers are
also provided for the year ended 31 March 2013.

The Statement of Responsibilities for the Statement of Accounts

The specific responsibilities of the Council and the Chief Finance Officer for
preparing and approving the Statement of Accounts are set out in this
statement.

The Movement in Reserves Statement shows the movement in year on the
Council's different reserves which are analysed into “usable reserves” (those
that can be applied to fund expenditure or reduce taxation) which in total at 31
March 2014 amount to £103.1m and other reserves £237.7m. The Surplus or
(Deficit) on the Provision of Services line shows an accounting net surplus of
£34.1m incurred in the delivery services for the year ended 31 March 2014.
Other lines on the statement disclose the adjustments between the accounting
and funding (statutory) basis of £2.8m and net transfers to or from earmarked
reserves.

The Comprehensive Income and Expenditure Statement for the year
ended 31 March 2014 discloses the day-to-day expenditure incurred in
providing services, any financing costs and the income due from fees and
charges, government grants, local taxation and other contributions. This
statement discloses the ‘Surplus on Provision of Services’ (£34.1m). Any
other gains and losses experienced by the Council but which are not reflected
in the ‘Surplus or Deficit on Provision of Services’, as they are dependent on
future events before they are realised (e.g. increases in asset values will only
be realised if the asset is sold) are recognised under ‘Other Comprehensive
Income and Expenditure’ as £21.2m. The ‘Total Comprehensive Income and
Expenditure deficit for the Period’ reported is £55.3m.

The Balance Sheet shows the value as at 31 March 2014 of the assets and
liabilities recognised by the Council. The net assets of the authority (assets
less liabilities) are matched by the reserves held by the Council. The net worth
of the Council as at 31 March 2014 was £340.8m.

Central Bedfordshire Statement of Accounts 2013/14
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The Cash Flow Statement shows how the Council generates and uses cash
and cash equivalents by classifying cash flows as operating, investing and
financing activities. Cash and Cash Equivalents held by the Council as at 31
March 2014 amounted to £19.1m with a reduction over the period of £4.2m.
The reduction in balances is largely due to Internal Borrowing to fund the
Capital programme.

The Notes to the Statement of Accounts include the statement of
accounting policies which explain the basis for the recognition, measurement
and disclosure of transactions in the accounts.

Supplementary financial statements

The Collection Fund separately summarises the transactions in relation to
Non-domestic Rates and Council Tax collected by the Council on behalf of
those authorities responsible for services within the area and the way in which
these monies have been distributed among the authorities to finance their
expenditure.

The Housing Revenue Account (HRA) Comprehensive Income and
Expenditure Statement shows the costs in year of providing and operating
the Council’'s housing stock.

The Movement on the HRA Statement shows adjustments made to the HRA
in line with statutory requirements.

Other Statements published with but not part of the Statement of
Accounts.

The Annual Governance Statement explains how the Council has complied
with its corporate governance framework providing information about the
different elements of the framework, key issues and the main areas of work

that have been progressed during 2013/14 and are being developed in
2014/15.

The Glossary is provided as an aid to readers of this document.

3 Summary of Financial Performance in 2013/14

Revenue Income and Expenditure

The net revenue budget for 2013/14 was set at £189.0m (£178.9m in
2012/13). At 31 March 2014 the net revenue outturn was £0.6m below
budget. This is reconciled to the accounting statements in Note 27 and
summarised by directorate below:

Central Bedfordshire Statement of Accounts 2013/14
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2013/14
Directorate Net Budget 39,206 23,843 65,901 43,815 16,199 188,964
Directorate expenditure:
Employee Expenses 17,038 15,301 15,689 18,982 7,968 74,978
Other Senice Expenses 53,149 20,631 86,572 39,349 79,325 279,026
Total Expenditure 70,187 35,932 102,261 58,331 87,293 354,004
Directorate Income:
Fees, charges & other (27,951) (13,726)  (38,781) (15,041)  (76,490) | (171,989)
senice income
Net Costs 42,236 22,206 63,480 43,290 10,803 182,015
Transfers to and (from) 470 (157) 2,486 (20) 3,585 6,364
reserves
Actual after Reserve
Transfers 42,706 22,049 65,966 43,270 14,388 188,379
Surplus reported to 585
management

There were variances from budget of over £0.5m in Children’s Services and in
Social Care, Health and Housing and Improvement and Corporate Services.
The key reasons for these were:

e Children’s Services — overspend due to additional funds set aside in
year for future costs relating to looked after children and there were
additional costs in year relating to children in care, fostering and
adoption services and transport.

e Social Care — lower than anticipated expenditure on physical disability
care packages offset by funds being set aside in year to support the
older people homes transfer in 2014/15, welfare reform costs and the
impact of Deprivation of Liberty safeguards.

e Improvement and Corporate Services — Underspend due to higher than
anticipated income from the farms estate and rentals of property.

Central Bedfordshire Statement of Accounts 2013/14
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4 Housing Revenue Account (HRA)

The balance on the Housing Revenue Account (HRA) has remained at
£2.0m (£2.0m in 2012/13), due to amounts being set aside as earmarked
reserves. The HRA has two earmarked reserves: a Sheltered Housing Re-
Provision reserve of £12.2m (£8.7m in 2012/13) and a Strategic Reserve to
finance future housing investment of £6.4m (£1.3m in 2012/13). The HRA
was also statutorily required to set aside £3.3m in the Major Repairs
Reserve (MRR), to either fund future capital investment or repay debt.

£6.6m of the MRR, which includes amounts set aside in 2012/13 and
2013/14, was applied in 2013/14 (£0 in 2012/13) leaving a balance of £0.2m
(E3.4m in 2012/13). The HRA also had £2.3m of capital receipts set aside
(£0.7m in 2012/13).

5 The Capital Outturn Position

The net general fund outturn position for the year to 31 March 2014 totalled
£25.2m (£34.4m in 2012/13) which was below the net and gross budgets by
£199m and £23.2m respectively. The 2013/14 general fund capital
programme gross budget was £94.6m, with external funding (grants and
contributions) of £49.6m giving a net budget of £45.0m.

There are a number of factors contributing to the underspend for the year
including extended tendering and procurement activity, delays in third
parties approving grant applications and extended consultation activity. This
is analysed by Directorate in the table overleaf:

Central Bedfordshire Statement of Accounts 2013/14
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Capital Programme Outturn 2013/14
BUDGET- BUDGET- | BUDGET- Actual | Variance
Gross External Net net
Expenditure | Funding Expenditure | Spend
Directorate £m £m £m £m £m
Children’s 27.4 26.7 0.7 0.4 (0.3)
Services
Social Care, 10.3 7.3 3.0 1.8 (1.2)
Health &
Housing
Community 37.4 131 24.3 114 (12.9)
Services
Regeneration 5.1 2.4 2.7 1.0 1.7)
Improvement 144 0 14.4 10.6 (3.8)
and Corporate
Sub Total 94.6 49.5 45.1 25.2 (19.9)
Housing 10.9 0 10.9 7.6 (3.3)
Revenue
Account
Total 105.5 49.5 56.0 32.8 (23.2)

6 Capital Resources

The Council spent £82.1m this year on capital expenditure (including £2.4m

Section 106 expenditure) which was funded from the following resources:
e Capital Receipts - £2.9m (£3.7m in 2012/13)
e Government Grants and Contributions - £44.6m (£38.4m in 2012/13).
e Direct Revenue Funding - £2.3m (£0.5m in 2012/13)
e Minimum Revenue Provision £7.1m ( £5.9m in 2012/13)
e Internal Borrowing £18.6m ( £24.9m in 2012/13)
¢ HRA Major Repairs Reserve (MRR) £6.6m (£0 in 2012/13)

During the year all general fund capital receipts were applied to finance capital

expenditure.

amounting to £2.3m.

Central Bedfordshire Statement of Accounts 2013/14
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The Housing Revenue Account's capital programme is funded through
application of the Major Repairs Reserve (MRR) of £6.6m, direct revenue
financing of £0.8m and usable capital receipts £0.2m.

7 Debt and Investments

Borrowing

Within the Treasury Management Strategy, the Council approved an
authorised borrowing limit for 2013/14 of £474.7m (compared to £439.9m
2012/13).

During the year the Council accessed no additional borrowing and was able to
use internal resources to fund all potential borrowing requirements.

Cash Equivalents and Investments

The Council has resources held as cash equivalents cash in hand and
deposits repayable within 24 hours, and some longer term investments. In
accordance with the Treasury Management Strategy approved annually by
Council, and professional advice, the allocation of funds to bank accounts and
other investments with high levels of security will vary over time and with the
Council's cash flows. At 31st March 2014 all such resources totalled £19.1m.

2012/13 2013/14
£000 £000

Cash and Cash 23,307 19,083
Equivalents

The Council generated investment income of £0.7m in the financial year
achieving the budget set for the financial year.

The investments are managed through a combination of internal and external
arrangements, as follows:

2013/14

£000

Internally Managed (investments) 20,196
Externally Managed Lime fund 4,852
Total 25,048

Central Bedfordshire Statement of Accounts 2013/14
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8 Council Tax and Non Domestic Rates (NDR) Collection

The collectable amount in respect of 2013/14 Council Tax was £151m and the
Council's in year collection rate was 97.4%. Council Tax arrears amounted to
£12.6m at 31 March 2014 (E10m at 31 March 2013) of which £5.4m related to
2013/14 biling and this amount is expected to be substantially collected
during 2014/15.

The collectable amount in respect of business rates was £76.4m and the in
year collection rate was 98.5%. NDR arrears at 31 March 2014 amounted to
£5.2m (£4.5m at 31 March 2013) of which £2.8m related to 2013/14 billing
and this amount is expected to be substantially collected during 2014/15.

9 Non Domestic Rates (NDR) accounting changes in 2013/14

From 1 April 2013 a share of Non Domestic Rates (NDR) were retained locally
by Local Authorities. Previously all NDR income was paid to Central
Government who then redistributed amounts to Local Authorities as grant
funding. Non Domestic Rates are accounted for via the Collection Fund, and
any increases or decreases in NDR collection will impact the General Fund in
the financial year after the gain or loss is incurred.

In 2013/14 49% of NDR receipts were retained by the Council, amounting to
£37,429k of income to the General Fund. From this a tariff of £8,995k and a
levwy on gains of £42k was paid to Central Government, leaving net NDR
income for the Council of £28,392k.

The Council had to provide for potential future successful appeals made to the
valuations office related to NDR bandings. The Council set aside £5.2m from
the Collection Fund for this purpose in 2013/14.

10 Material assets acquired or liabilities incurred

A number of schools have converted to Academy status during 2012/13 and
2013/14 and the Property, Plant and Equipment related to these schools is
written out of the Council's asset register at the point of transfer. Amounts
written off were £27,883k in 2013/14 (£49,739k in 2012/13).

11 Provisions

There were £6.3m of provisions as at 31 March 2014 (£4.1m 2012/13) the
most significant being in respect of self insurance arrangements. The
Insurance Provision, which includes some liabilities in respect of the former
Bedfordshire County Council which are managed on behalf of the Council and
Bedford Borough Council, stood at £2.5m as at 31 March 2014 (£2.9m
2012/13).

Central Bedfordshire Statement of Accounts 2013/14
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The Council also set aside a provision to reflect accumulated absences
carried forward amounting to £2.9m at 31 March 2014 (£3.4m in 2012/13).
Costs related to these are reversed out to the Accumulated Absences reserve
in line with statutory requirements.

12 The Council's Local Government Pension Fund liability

The CIPFA Code of Practice requires the Council to record in the Statement
of Accounts, the assets and liabilities of the Bedfordshire Local Government
Pension Scheme (LGPS) attributable to the Council and the cost of pensions.
The underlying principle is that the Council should account for retirement
benefits when it is committed to make them, even though the cash payments
may be many years into the future.

The liability for both statutory and discretionary pension benefits, measured in
accordance with International Accounting Standard 19 (IAS 19), has
increased over the year. At 31 March 2014 the Council’s net liability reported
by the Actuary to the LGPS was £307.1m (£303.8m in 2012/13). The fair
value of LGPS assets increased over the year to £377.2m (£365.7m in
2012/13) and the value of the obligations to pay pension liabilities increased
to £684.4m (£669.5m in 2012/13).

The net pension liability of £307.1m represents an estimate following IAS19
requirements and there is no direct link to funding or employers’ contribution
rates. The net liability is matched by the Pension Reserve, also shown in the
Balance Sheet.

There are statutory arrangements for funding any LGPS deficit by increased
employer contributions over the remaining working life of employees, as
determined by the scheme's actuary. The triennial actuarial valuation of the
Bedfordshire LGPS determines the future contribution rates for employers and
reflects different assumptions from those required by IAS19. The latest
triennial valuation at 31 March 2013 certified a funding level of 70.1% for the
Council.

Changes to IAS19 adopted by the CIPFA Code of Practice in 2013/14 meant
that IAS19 figures for 2012/13 had to be restated in the accounting
statements. The key changes have included:

e Advance credit for anticipated outperformance of return seeking assets
(such as equities) are no longer permitted. This has been effectively
replaced with an equivalent figure calculated using the discount rate.
This is the single biggest change in IAS19 and results in the
combination of the interest cost and the expected return on assets into
a single net figure

e Presentational changes in the Comprehensive Income and Expenditure
Statement, Movement in Reserves Statement and Cash flow Statement

e Increased asset disclosure

e Layout of disclosures in the notes to the accounts.

Central Bedfordshire Statement of Accounts 2013/14
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More information on the Council’'s pensions liabilities is contained in Note 42
Defined Benefit Pension Schemes.

13 Service and Economic Outlook

The Economic Outlook

The Council's Medium Term Financial Plan (MTFP) 2014 — 2018 has been
updated against a background of significant challenges not least of which are
Central Government cuts in funding and reforms to local government at a time
of subdued economic growth.

The local Government finance settlement in December 2013 set out a 2 year
settlement covering the years 2013/14 and 2014/15. The March budget
included a further 1% reduction to local Government funding in 2014/15 in
addition to the 2% already announced. In addition, the 1% limit on pay
inflation was extended to 2015/16 and it was announced that the draft Care
Bill arising from the recommendations from the Dilnot Commission would be
implemented a year earlier, in 2016. These recommendations will cap
individual payments for Adult Social care and support at £72k and the
threshold for means testing for residential care will rise from £23k to £118k.

On 26 June 2013 the Spending Round was announced which outlined Central
Government’s spending plans for 2015/16. Unlike previous Spending Reviews
this Spending Round covered one year only. The key impact upon local
Government was a proposed reduction in Local Government funding of 10%.
In addition it was announced that Council Tax Freeze Grant would be
continued in 2014/15 and 2015/16 with a grant equivalent to a 1% increase.
Some £3.8bn of current pooled and NHS funding would be transferred to a
Better Care Fund in 2015/16 to develop integrated health and social care
services. To prepare for the reformed Social Care funding system some
£335m would be provided to local authorities in 2015/16.

In the wider economy, The Bank of England has continued to maintain low
interest rates and despite early signs of a recovering economy with jobs
growth, the Bank is not expected to raise rates until 2015.

The credit risk of banking failures is still present. Regulatory changes are
planned in the UK, US and Europe are expected to move away from the bank
bail-outs of previous years to bank resolution regimes in which shareholders,
bond holders and unsecured creditors are ‘bailed in’ to participate in any
recovery process. Diversification of investments between creditworthy
counterparties to mitigate bail-in risk will become even more important in the
light of these developments.

Central Bedfordshire Statement of Accounts 2013/14
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Service changes

The responsibilities for Public Health transferred to local government from the
NHS with effect from 1 April 2013. At the same time local schemes for social
payments, council tax support and council tax exemptions have been
implemented. This includes the replacement of Council Tax Benefit with a
Local Council Tax Support scheme and devolving responsibility for awarding
Local Council Tax Support to local authorities. These changes were
implemented with a 10% reduction in Central Government grant funding for
this activity.

The rules on Housing Benefit have been revised with restrictions on
entittement for social housing tenants where their accommodation is assessed
as being above their needs. Fundamental changes have also been made to
the funding of local authorities by the distribution of locally collected Business
Rates, allowing direct retention by Local Authorities of a portion of collected
Rates and altering the Formula Grant distribution quantum and methodology.

As indicated in section 9 above, there has been an on-going transfer of
schools to Academy status throughout 2013/14.

Many of the changes outlined above reflect a transfer of additional
responsibilities, financial pressures and financial risk to local authorities.

Demographic changes

There are significant social and economic drivers of change within Central
Bedfordshire across the medium term and beyond, with forecast demographic
changes between 2013 and 2018 of:

e 8% increase inthe overall population;

e 11% increase in the over 75’s population; and

e 20% increase in the over 85’s population

Additionally, technological change is having a profound impact on the delivery
and public access to services; reflected in the use of the internet and social
media.

Budget plans and Council Priorities
The Council's priorities are to:

e enhance Central Bedfordshire by creating jobs, managing growth,
protecting the countryside and enabling businesses to grow;

e improve educational attainment;

e promote health and wellbeing, and protect the vulnerable;

e provide better infrastructure — improved roads, broadband reach and
transport;

e provide great universal services — bins, leisure and libraries, and;
e deliver value for money — freezing council tax.

Central Bedfordshire Statement of Accounts 2013/14
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It is important that the Council establishes a level of reserves which allows it
to withstand unanticipated financial impacts of future developments at a local
and national level. The principal objectives that were applied when setting the
2013/14 Budget were to:

e produce a sustainable plan allowing Council priorities to be delivered,;
e provide for realistic spending year on year that was not dependent on
using reserves;
e maintain reserves at, or above, an agreed level reflecting the risks
faced by the Council;
allow for zero Council Tax increases over the MTFP period;
avoid cuts to front line services; and
e commit to efficiency as a means of delivering savings.

The Budget for 2014/15 identified efficiencies of £17.4m that were required to
produce a balanced budget for the year. A further £25.6m of efficiencies are
required to be identified over the subsequent three years to achieve the
proposed MTFP.

The Capital programme general fund expenditure of £91m for 2014/15 will be
funded by £44m of grant funding and capital receipts and £47m of council
resources. Where council resources are required, internal borrowing will be
utilised whilst cash balances permitand external borrowing used thereafter.

The Council has adequate revenue balances to provide financial security and
a safety mechanism for unforeseen events. The General Fund Revenue
Account balances stood at £15.1m as at 31 March 2014 and £27.8m is held in
earmarked reserves.

Charles Warboys
Chief Finance Officer & s.151 Officer

Central Bedfordshire Council
Priory House

Monks Walk

Chicksands

Bedfordshire

SG17 5TQ
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| STATEMENT OF RESPONSIBILITIES FOR THE STATEMENT OF ACCOUNTS |

The Council's Responsibilities

The Council is required to:

« Make arrangements for the proper administration of its financial affairs
and to ensure that one of its officers has the responsibility for the
administration of those affairs. In this Council, the Chief Finance
Officer has this responsibility.

« Manage its affairs to secure economic, efficient and effective use of
resources and safeguard its assets.

« Approve the Statement of Accounts. The Audit Committee, under
delegated authority from the Council, fulfils this role.

The Chief Finance Officer Responsibilities

The Chief Finance Officer is responsible for the preparation of the Council's
Statement of Accounts in accordance with proper practices as set out in the
CIPFA |/ LASAAC Code of Practice on Local Authority Accounting in the
United Kingdom 2013/14 (the Code).
In preparing this statement, the Chief Finance Officer has:

« Selected suitable accounting policies and applied them consistently.

« Made judgements and estimates that were reasonable and prudent.

« Complied with the Code of Practice.

The Chief Finance Officer has also:
« Kept proper accounting records, which were up to date.
« Taken reasonable steps for the prevention and detection of fraud and
other irregularities.

Certification and Approval

The Statement of Accounts presents a true and fair view of the financial
position of Central Bedfordshire Council at 31%' March 2014 and its income
and expenditure for the year ended 315 March 2014.

Charles Warboys
Chief Finance Officer & s.151 Officer Dated: 22.9.14

Councillor Mike Blair
Chair of the Audit Committee Dated: 22.9.14

Central Bedfordshire Statement of Accounts 2013/14
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MOVEMENT IN RESERVES STATEMENT

This statement shows the movement in the year on the different reserves held by the Council, analysed into ‘usable’ reserves i.e. those that
can be applied to fund expenditure or reduce local taxation, and other ‘unusable’ reserves. The Surplus / Deficit on the Provision of Services
line shows the true economic cost of providing the Council’'s services, more details of which are shown in the Comprehensive Income and
Expenditure Statement. These are different from the statutory amounts required to be charged to the General Fund Balance and the Housing
Revenue Account for Council Tax setting and dwellings rent setting purposes.
The Net Increase / Decrease before Transfers to Earmarked Reserves line shows the statutory General Fund Balance and Housing Revenue

Account Balance before any discretionary transfers to or from earmarked reserves undertaken by the Council.

Usable Reserves 2013/14

Capital Usable
General General Fund HRA HRA Major Capital Grants Reserve
Fund Earmarked HRA Earmarked Repairs Receipts Unapplied Schools Total
£000 £000 £000 £000 £000 £'000 £000 £000 £000
(14,199) (21,434) (2,000) (9,937) (3,437) (657) (1,480) (13,042) (66,186)
Balance at 31 March 2013
Movement in Reserves during 2013/14:
(Surplus)/deficit on provision of services (11,404) 0 (22,682) 0 0 0 0 0 (34,087)
Total Comprehensive I&E (11,404) 0 (22,682) 0 0 0 0 0 (34,087)
Adjustments betw een accounting basis and funding
basis under regulations (note 7) 5,391 0 14,108 3,237 (1,689) (23,864) (2,817)
Net (increase)/decrease beforetransfers to
Earm arked Res erves (6,013) 0 (8,574) 0 3,237 (1,689) (23,864) 0 (36,903)
Transfers (to)/fromEarmarked Reserves (note 8) 5111 (6,330) 8,574 (8,574) 0 0 0 1,216 0
(Increase)/Decreasein year (902) (6,330) 0 (8,574) 3,237 (1,689) (23,864) 1,216 (36,903)
Balance at 31st March 2014 (15,101) (27,764) (2,000) (18,511) (200) (2,346) (25,344) (11,826) (103,089)
Unusable Reserves 2013/14 . Collection Shortterm
Revaluation Available Pensions Adjugtarg:r?tl Deg;;:te; Financial Fund Accumulated % Total
Reserve For Sale Account  Receipts Instrument Adjxﬁ(t:?l?rr:: Absence = Total Reserves
£000 £000 £000 £000 £000 £000 £000 £000 £000 £000
(46,494) 276 303,829 (483,292) 0 1,833 1,105 3,435 (219,308) (285,494)
Balance at 31 March 2013
Other Comprehensive I&E (13,605) (128) (7,510) 0 0 0 0 0 (21,244) (55,329)
Adjustments betw een accounting basis and 799 0 10,822 (9,743) 0 (116) 1,548 (493) 2,817 0
funding basis under regulations (note 7)
(Increase)/Decreasein year (12,806) (128) 3,312 (9,743) 0 (116) 1,548 (493) (21,243) (55,329)
Balance at 31st March 2014 (59,300) 148 307,141 (493,035) 0 1,717 2,653 2,942 (237,734) (340,823)
Central Bedfordshire Statement of Accounts 2013/14 17
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Usable Reserves 2012/13

Capital Usable
General General Fund HRA HRA Major Capital Grants Reserve
Fund Earmarked HRA Earmarked Repairs Receipts Unapplied Schools Total
£000 £000 £000 £000 £000 £000 £000 £000 £000
Balance at 31 March 2012 (10,919) (18,526) (3,905) 0 (200) 0 (1,480) (10,240) (45,270)
Movement in Reserves during 2012/13:
(Surplus)/deficit on provision of services 69,642 0 (2,170) 0 0 0 0 0 67,472
Total Comprehensive I&E 69,642 0 (2,170) 0 0 0 0 0 67,472
Adjustments betw een accounting basis and funding
basis under regulations (note 7) (78,632) 0 (5.862) (3.237) (657) 0 0 (88,388)
Net (increase)/decrease before transfers to
Earmarked Res erves (8,990) 0 (8,032) 0 (3,237) (657) 0 0 (20,916)
Transfers (to)/fromEarmarked Reserves (note 8) 5,710 (2,908) 9,937 (9,937) 0 0 0 (2,802) 0
(Increase)/Decreasein year (3,280) (2,908) 1,905 (9,937) (3,237) (657) 0 (2,802) (20,916)
Balance at 31st March 2013 (14,199) (21,434) (2,000) (9,937) (3,437) (657) (1,480) (13,042) (66,186)
Unusable Reserves2012/13 : Collection Shortterm
Revaluation Available Pensions Ad'us??rggr?tl Decfgrzteg Financial Fund Accumulated % Total
Reserve For Sale l P Instrument Adjustment Absence —_— Reserves
Account Receipts Account Total
£000 £000 £000 £000 £000 £000 £000 £000 £000 £000
Balance at 31 March 2012 (44,952) 312 249,620 (561,001) (72) 1,949 1,581 8,309 (344,254) (389,524)
Other Comprehensive I&E (11,508) (36) 48,436 0 0 0 0 0 36,892 104,031
Adjustments betw een accounting basis and
funding basis under regulations (note 7) 9,966 0 5,773 77,709 72 (116) (476) (4,874) 88,055 0
(Increase)/Decreasein year (1,542) (36) 54,209 77,709 72 (116) (476) (4,874) 124,947 104,031
Balance at 31st March 2013 (46,494) 276 303,829 (483,292) 0 1,833 1,105 3,435 (219,308) (285,494)

General fund figures have been restated following changes to International Accounting Standard (IAS) 19. Further information on these

changes is detailed on page 11, section 12 of the Explanatory Foreword.
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Minute Item 18

Page 21
| COMPREHENSIVE INCOME AND EXPENDITURE STATEMENT |
This statement shows the accounting cost in the year of providing services in
accordance with generally accepted accounting practices, rather than the amount to
be funded from taxation. Authorities raise taxation to cover expenditure in
accordance with regulations: this may be different from the accounting cost. The
taxation position is shown in the Movement in Reserves Statement.
2012/13 2013/14
Gross Gross Net Gross Gross Net
Expenditure Income Expenditure Expenditure Income Expenditure
£°000 £°000 £°000 £000 £000 £'000
Service Analysis
7,400 (4,100) 3,300 Central Services to the Public 8,596 (4,294) 4,302
0 0 0 PublicHealth® 13,426  (13,649) (222)
9,316 (586) 8,730 Culturaland Related Services 8,848 (579) 8,269
26108  (2,149) 23,959 g”"'fonmema“d Regulatory 24875  (2,382) 22,492
ervices
18,249 (4,212) 14,037 Planning Services 17,655 (3,676) 13,979
205,131 (151,742) 53,389 Children's & Education Services 199,627  (140,311) 59,316
24,939 (1,826) 23,113 Highways & TransportServices 26,074 (3,291) 22,783
17,010 (26,575) (9,564) ['ﬁ;‘,i;”g Revenue Account 1,738 (31,686) (29,948)*
85,017 (80,435) 4,582 Other Housing Services 69,006  (65,146) 3,861
92,718 (32,141) 60,577 Adult Social Care 97,402 (23,689) 73,713
2,975 (4,215) (1,241) Corporate & Democratic Core 4,000 (5,201) (2,200)
1,183 47) 1,136 Non-Distributed Costs 1,784 (22) 1,762
490,046  (308,028) 182,018 Cost of Services 473,033  (293,926) 179,107
Note
91,538 Other Operating Expenditure2 9 33,719
21,0073 Fmancw_\g and Investment Income and 10 20,242
expenditure
(227,181) Taxation and Non-Specific Grant Income 11 (267,155)
67,472 (Surplus)/Deficit on Provision of Services (34,087)
(12,209) Revaluation gains on non-currentassets 23 (14,038)
201 Revaluation losses (chargeable to Revaluation 23 433
Reserve) on non-currentassets
(36) (Surplus)/deficiton revaluation of available for 23 (128)
saleassets
(18,507) ¥ Returnon Plan Assets - Pensions 1,279
66,610 Actuarial (gain)/losses on pensions 42 (8.789)
asset/liabilities
Other Comprehensive Income and
36,559 Expenditure Statement- (Surplus)/Deficit L2
Total Comprehensive Income and
104,031 Expenditure Statement- (Surplus)/Deficit E2Ee)

1 Public Health responsibilities were transferred to the Council on 1 April 2013.

2 Other Operating Expenditure includes academytype conversions of £27,883k (£49,739kin 2012/13)
detailed in Note 5 to the accounts.

3 Pensions figures for 2012/13 have been restated to reflect changes to International Accounting
Standard 19 (IAS 19). Further details are provided on page 11 section 12 of the Explanatory Foreword.
4 The HRA had £16.4m of upward property revaluations reversing previous impairmentlossesin
2013/14. Further information is provided in Note 12 to the accounts.
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| BALANCE SHEET

The Balance Sheet shows the value as at the Balance Sheet date of the assets and
liabilities recognised by the Council. The net assets of the Council (assets less
liabilities) are matched by the reserves held by the Council. Reserves are reported in
two categories.

The first category of reserves are usable reserves, i.e. those reserves that the
Council may use to provide services, subject to the need to maintain a prudent level
of reserves and any statutory limitations on their use (for example the Capital
Receipts Reserve that may only be used to fund capital expenditure or repay debt).
The second category of reserves is unusable reserves, i.e. those reserves that the
Council may not use to provide services. This category of reserves includes reserves
that hold unrealised gains and losses (for example the Revaluation Reserve), where
amounts would only become available to provide services if the assets are sold: and
reserves that hold timing differences shown in the Movement in Reserves Statement
line ‘Adjustments between accounting basis and funding basis under regulations’.

31 31 31
March Note March March
2013 2014 2014
£000 £000 £000
Long Term Assets
835,634 Property, Plant & Equipment 12 876,480
78,809 Investment Properties 13 81,675
7,078 Intangible Assets 14 6,758
4,724 Long Term Investments 15 4,852
1,117 Long Term Debtors 15 574
927,362 970,340
Current Assets
20,118 Short Term Investments- principal 15 14,124
2,700 Assets Held for Sale 19 606
48,093 Short Term Debtors 17 46,944
23,307 Cash and Cash Equivalents 18 19,083
94,218 80,757
Current Liabilities
(8,792) Short Term Borrowing 15 (17,552)
(37,183) Short Term Creditors 20 (44,709)
(4,180) Provisions 21 (6,346)
(3,435) Provsions - accumulated absences 23 (2,942)
(53,590) (71,549)
Long Term Liabilities
(132) Long Term Creditors 15 0
(17,409) Private Finance Initiative (PFI) 38 (16,820)
(306,225) Long Term Borrowing 15 (289,961)
(303,829) Liability to Defined Benefit Pension Scheme 42 (307,141)
(54,901) Capital Grants (receipts in advance) 34 (24,801)
(682,496) (638,722)
285,494 Net Assets 340,823
Total Reserves
(66,186) Usable Resenes 22 (103,089)
(219,308) Unusable Reserves 23 (237,734)
(285,49%) —(340,823) |
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CASH FLOW STATEMENT

The Cash Flow Statement shows the changes in cash and cash equivalents of the

Council during the reporting period. The statement shows how the Council generates

and uses cash and cash equivalents by classifying cash flows as operating, investing

and financing activities. The amount of net cash flows arising from operating activities

is a key indicator of the extent to which the operations of the Council are funded by
way of taxation and grant income or from the recipients of services provided by the

Council. Investing activities represent the extent to which cash outflows have been

made for resources which are intended to contribute to the Council’s future service
delivery. Cash flows arising from financing activities are useful in predicting claims on
future cash flows by providers of capital (i.e. borrowing) to the Council.

(67,472)

133,165

(33,819)

32,540

(49,874)

(5,038)

22,372

45,679

23,307

Net surplus/(deficit) on the provision of senices

Adjustment net surplus/(deficit) on the provision of senices for
non-cash movements

Adjustment for items included in the net surplus/(deficit) on the
provision of senices that are investing and financing activities

Net cash flows from operating activities- inflow/(outflow)
Investing activities

Financing activities

Netincrease/(decrease) in cash and cash equivalents

Cash and cash equivalents at 1st April

Cash and cash equivalents at 31st March

Note

24

24

24

24

25

26

18

2013/14
£000

34,087

45,306

(64,899)

14,494

(11,162)

(7,558)

= (4,229) |

23,307

19,083

Central Bedfordshire Statement of Accounts 2013/14

21

Page 23



Minute ltem 18
Page 24
NOTES TO THE STATEMENT OF ACCOUNTS |
Note Page:

1 | Accounting Policies 23
2 | Accounting Standards Issued but not Adopted 42
3 | Critical Judgements in Applying Accounting Policies 43
Assumptions about the Future & Other Major Sources of 44

4 | Estimation/Uncertainty
5 | Material ltems of Income and Expense 46
6 | Events After the Balance Sheet Date 46
7 | Adjustments between Accounting Basis and Funding Basis under Regulations | 46
8 | Transfers to / from Earmarked Reserves 51
9 | Other Operating Expenditure 53
10 | Financing and Investment Income and Expenditure 53
11 | Taxation and Non-Specific Grant Income 54
12 | Property, Plant and Equipment 55
13 | Investment Properties 58
14 | Intangible Assets 59
15 | Financial Instruments 60
16 | Inventories 62
17 | Debtors 62
18 | Cash and Cash Equivalents 62
19 | Assets Held for Sale 62
20 | Creditors 63
21 | Provisions 63
22 | Usable Reserves 64
23 | Unusable Reserves 64
24 | Operating Activities 68
25 | Investing Activities 69
26 | Financing Activities 69
27 | Amounts Reported for Resource Allocation Decisions 69
28 | Trading Operations 72
29 | Pooled Budgets 73
30 | Members’ Allowances 74
31 | Officers’ Remuneration 74
32 | External Audit Costs 77
33 | Dedicated Schools Grant 77
34 | Grant Income 78
35 | Related Parties 80
36 | Capital Expenditure and Capital Financing 81
37 | Leases 82
38 | PFI and Similar Contracts 83
39 | Capitalisation of Borrowing Costs 84
40 | Termination Benefits 84
41 | Pension Schemes Accounted for as Defined Contribution Schemes 85
42 | Defined Benefit Pension Schemes 85
43 | Contingent Liabilities 89
44 | Contingent Assets 89
45 | Nature and Extent of Risks Arising from Financial Instruments 90
46 | Trust Funds 94

Central Bedfordshire Statement of Accounts 2013/14

22



Minute Item 18

1. Accounting policies

i) General Principles

The Statement of Accounts summarises the Authority’s transactions for the 2013/14
financial year and its position at 31 March 2014. The Authority is required to prepare
an annual Statement of Accounts by the Accounts and Audit Regulations 2011,
which those Regulations require to be prepared in accordance with proper
accounting practices. These practices primarily comprise the Code of Practice on
Local Authority Accounting in the United Kingdom 2013/14 and the Service Reporting
Code of Practice (SeRCOP) 2013/14, supported by International Financial Reporting
Standards (IFRS).

The accounting convention adopted in the Statement of Accounts is principally
historical cost, modified by the revaluation of certain categories of non-current assets
and financial instruments.

ii) Accruals of Expenditure and Income

Activity is accounted for in the year it takes place, not simply when cash is paid or
received. In particular:

¢ Revenue from the sale of goods is recognised when the Authority transfers
the significant risks and rewards of ownership to the purchaser and it is
probable that economic benefits or service potential associated with the
transaction will flow to the Authority.

e Revenue from provision of services is recognised when the Authority can
measure reliably the percentage of completion of the transaction and it is
probable that economic benefits or service potential associated with the
transaction will flow to the Authority.

e Supplies are recorded as expenditure when they are consumed — where there
is a gap between the date supplies are received and their consumption; they
are carried as inventories on the Balance Sheet.

e Expenses in relation to services received (including services provided by
employees) are recorded as expenditure when the services are received,
rather than when payments are made.

e Interest receivable on investments and payable on borrowings is accounted
for respectively as income and expenditure on the basis of the effective
interest rate for the relevant financial instrument rather than the cash flows
fixed or determined by the contract.

e Where revenue and expenditure have been recognised but cash has not
been received or paid, a debtor or creditor for the relevant amount is recorded
in the Balance Sheet. Where debts may not be settled, the balance of debtors
is written down and a charge made to revenue for the income that might not
be collected.
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i) Acquired and Discontinued Operations
When necessary, income and expenditure directly related to acquired or discontinued

operations will be shown separately within the Comprehensive Income and
Expenditure Statement under the heading of acquired operations.

iv) Cash and Cash Equivalents

Cash is represented by cash in hand and deposits with financial institutions
repayable without penalty on notice of not more than 24 hours. Cash equivalents are
highly liquid investments that mature overnight from the Balance Sheet date and that
are readily convertible to known amounts of cash with insignificant risk of change in
value.

Assets are defined as cash or a cash equivalent, unless they are restricted from
being exchanged or used to settle a liability at least 12 months after Balance Sheet
date.

In the Cash Flow Statement, cash and cash equivalents are shown net of bank
overdrafts that are repayable on demand and form an integral part of the Authority’s
cash management.

V) Prior Period Adjustments, Changes in Accounting Policies and Estimates and
Errors

Prior period adjustments may arise as a result of a change in accounting policies or
to correct a material error. Changes in accounting estimates are accounted for
prospectively, i.e. in the current and future years affected by the change and do not
give rise to a prior period adjustment.

Changes in accounting policies are only made when required by proper accounting
practices or the change provides more reliable or relevant information about the
effect of transactions, other events and conditions on the Authority’s financial position
or financial performance. Where a change is made, it is applied retrospectively
(unless stated otherwise) by adjusting opening balances and comparative amounts
for the prior period as if the new policy had always been applied.

Material errors discovered in prior period figures are corrected retrospectively by
amending opening balances and comparative amounts for the prior period.

vi) Charges to Revenue for Non-current Assets

Services, support services and trading accounts are debited with the following
amounts to record the cost of holding non-current assets during the year:

e depreciation attributable to the assets used by the relevant service

e revaluation and impairment losses on assets used by the service where there
are no accumulated gains in the Revaluation Reserve against which the
losses can be written off

e amortisation of intangible assets attributable to the service.

The Authority is not required to raise council tax to fund depreciation, revaluation and
impairment losses or amortisation. However, it is required to make an annual
contribution from revenue towards the reduction in its overall borrowing requirement

Central Bedfordshire Statement of Accounts 2013/14

24

Page 26



Minute Item 18

equal to an amount calculated on a prudent basis determined by the Authority in
accordance with statutory guidance. Depreciation, revaluation and impairment losses
and amortisation are therefore replaced by the contribution in the General Fund
Balance (Minimum Revenue Provision (MRP)) by way of an adjusting transaction
with the Capital Adjustment Account in the Movement in Reserves Statement for the
difference between the two.

The Council has assessed the Minimum Revenue Provision (MRP) in accordance
with the guidance issued by the Secretary of State under section 21(1A) of the Local
Government Act 2003 and the amount charged is based on option 1 and option 3 of
the guidance. The MRP policy is approved as part of the Treasury Management
Strategy Statement (TMSS) by Full Council annually.

vii) Employee Benefits

Benefits payable during employment:

Short-term employee benefits are those due to be settled within 12 months of the
year-end. They include such benefits as wages and salaries, paid annual leave and
paid sick leave, bonuses and non-monetary benefits (e.g. cars) for current
employees and are recognised as an expense for services in the year in which
employees render service to the Authority. An accrual is made for the cost of holiday
entittements (or any form of leave, e.g. time off in lieu) earned by employees but not
taken before the year-end which employees can carry forward into the next financial
year. The accrual is charged to Surplus or Deficit on the Provision of Services, but
then reversed out through the Movement in Reserves Statement so that holiday
benefits are charged to revenue in the financial year in which the holiday absence
occurs.

Termination benefits:

Termination benefits are amounts payable as a result of a decision by the Authority
to terminate an officer’'s employment before the normal retirement date or an officer’s
decision to accept voluntary redundancy and are charged on an accruals basis to the
appropriate service or, where applicable, to the Non Distributed Costs line in the
Comprehensive Income and Expenditure Statement when the Authority can no
longer withdraw the offer of those benefits or when the Authority recognises costs for
a restructure.

Where termination benefits involve the enhancement of pensions, statutory
provisions require the General Fund Balance/Housing Revenue Account to be
charged with the amount payable by the Authority to the pension fund or pensioner in
the year, not the amount calculated according to the relevant accounting standards.
In the Movement in Reserves Statement, appropriations are required to and from the
Pensions Reserve to remove the notional debits and credits for pension
enhancement termination benefits and replace them with debits for the cash paid to
the pension fund and pensioners and any such amounts payable but unpaid at the
year-end.

Post Employment Benefits:

Employees of the Authority are members of one of the three following pension
schemes:
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e The Teachers’ Pension Scheme, administered by Capita Teachers’ Pensions
on behalf of the Department for Education (DfE).

e The NHS Pension Scheme, administered by NHS Pensions

e The Local Government Pensions Scheme, administered by Bedford Borough
Council.

All schemes provided defined benefits to members (retirement lump sums and
pensions), earned as employees worked for the Authority.

However, the arrangements for the teachers’ and NHS schemes mean that liabilities
for these benefits cannot ordinarily be identified specifically to the Authority. The
scheme is therefore accounted for as if it was a defined contribution scheme and no
liability for future payments of benefits is recognised in the Balance Sheet. The
Children’s and Education Services line in the Comprehensive Income and
Expenditure Statement is charged with the employer's contributions payable to
Teachers’ Pensions and the Public Health line charged with contributions payable to
the NHS Pension Scheme in the year.

Local Government Pension Scheme

All employees (other than teachers) and Councillors, subject to certain qualifying
criteria, are eligible to join the Local Government Pension Scheme. The scheme is
known as the Bedfordshire Pension Fund and is administered by Bedford Borough
Council in accordance with the Pensions Regulations 2008 on behalf of all
participating employers within the Bedfordshire area.

The accounts have been prepared in accordance with 1AS19 on Accounting for
Retirement Benefits. This scheme is accounted for as a defined benefit scheme as
follows:

e The liabilities of the scheme attributable to the Authority are included in the
Balance Sheet on an actuarial basis using the projected unit method, which is
an assessment of the future payments that will be made in relation to
retirement benefits earned to date by employees, based on assumptions
including mortality rates, employee turnover rates and projections of earnings
for current employees.

e Those liabilities are discounted to their value at current prices using a
discount rate based on the indicative rate of return on a high quality corporate
bond each year end as prescribed by IAS19.

e The assets of the Fund attributable to the Authority are included at their fair
value on the following basis:
— Quoted securities — current bid price
— Unquoted securities — market value (professional estimate)
— Unitised securities — current bid price
— Property - market value (professional estimate)
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The change in the net pensions liability is analysed into the following components:

e Service cost comprising:

- Current service cost — the increase in liabilities as a result of years of service
earned this year — allocated in the Comprehensive Income and Expenditure
Statement to the services for which the employees worked

- Past service cost — the increase in liabilities as a result of a scheme amendment
or curtailment whose effect relates to years of service earned in earlier years —
debited to the Surplus or Deficit on the Provision of Services in the Comprehensive
Income and Expenditure Statement as part of Non Distributed Costs

- Net interest on the net defined benefit liability (asset), i.e. net interest expense
for the authority — the change during the period in the net defined benefit liability
(asset) that arises from the passage of time charged to the Financing and Investment
Income and Expenditure line of the Comprehensive Income and Expenditure
Statement — this is calculated by applying the discount rate used to measure the
defined benefit obligation at the beginning of the period to the net defined benefit
liability (asset) at the beginning of the period — taking into account any changes in the
net defined benefit liability (asset) during the period as a result of contribution and
benefit payments.

e Remeasurements comprising:

- the return on plan assets — excluding amounts included in net interest on the net
defined benefit liability (asset) — charged to the Pensions Reserve as Other
Comprehensive Income and Expenditure

- actuarial gains and losses — changes in the net pensions liability that arise
because events have not coincided with assumptions made at the last actuarial
valuation or because the actuaries have updated their assumptions — charged to the
Pensions Reserve as Other Comprehensive Income and Expenditure

e Contributions paid to the pension fund — cash paid as employer’s
contributions to the pension fund in settlement of liabilities; not accounted for
as an expense.

In relation to retirement benefits, statutory provisions require the General Fund
Balance to be charged with the amount payable by the Authority to the pension fund
or directly to pensioners in the year, not the amount calculated according to the
relevant accounting standards. In the Movement in Reserves Statement, this means
that there are appropriations to and from the Pensions Reserve to remove the
notional debits and credits for retirement benefits and replace them with debits for the
cash paid to the pension fund and pensioners and any such amounts payable but
unpaid at the year-end. The negative balance that arises on the Pensions Reserve
thereby measures the beneficial impact to the General Fund of being required to
account for retirement benefits on the basis of cash flows rather than as benefits are
earned by employees.
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Discretionary Benefits

The Authority has restricted powers to make discretionary awards of retirement
benefits in the event of early retirements. Any liabilities estimated to arise as a result
of an award to a member of staff (including teachers) are accrued in the year the
decision to make the award was made and accounted for using the same policies as
are applied to the Local Government Pension Scheme.

viii) Events after the Balance Sheet Date

Events after the Balance Sheet date are those events, both favourable and
unfavourable, that occur between the end of the reporting period and the date when
the Statement of Accounts is authorised for issue. Two types of events can be
identified:

e those that provide evidence of conditions that existed at the end of the
reporting period — the Statement of Accounts is adjusted to reflect such
events

o those that are indicative of conditions that arose after the reporting period —
the Statement of Accounts is not adjusted to reflect such events, but where a
category of events would have a material effect, disclosure is made in the
notes of the nature of the events and their estimated financial effect.

Events taking place after the date of authorisation for issue are not reflected in the
Statement of Accounts.

iX) Financial Instruments

Financial Liabilities

Financial liabilities are recognised on the Balance Sheet when the Authority becomes
a party to the contractual provisions of a financial instrument and are initially
measured at fair value and are carried at their amortised cost. Annual charges to the
Financing and Investment Income and Expenditure line in the Comprehensive
Income and Expenditure Statement for interest payable are based on the carrying
amount of the liability, multiplied by the effective rate of interest for the instrument.
The effective interest rate is the rate that exactly discounts estimated future cash
payments over the life of the instrument to the amount at which it was originally
recognised.

For most of the borrowings that the Authority has, this means that the amount
presented in the Balance Sheet is the outstanding principal repayable (plus accrued
interest); and interest charged to the Comprehensive Income and Expenditure
Statement is the amount payable for the year according to the loan agreement.

Gains and losses on the repurchase or early settlement of borrowing are credited
and debited to the Financing and Investment Income and Expenditure line in the
Comprehensive Income and Expenditure Statement in the vyear of
repurchase/settlement. However, where repurchase has taken place as part of a
restructuring of the loan portfolio that involves the modification or exchange of
existing instruments, the premium or discount is respectively deducted from or added
to the amortised cost of the new or modified loan and the write-down to the
Comprehensive Income and Expenditure Statement is spread over the life of the loan
by an adjustment to the effective interest rate.
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Where premiums and discounts have been charged to the Comprehensive Income
and Expenditure Statement, regulations allow the impact on the General Fund
Balance to be spread over future years. The Authority has a policy of spreading the
gain or loss over the term that was remaining on the loan against which the premium
was payable or discount receivable when it was repaid. The reconciliation of amounts
charged to the Comprehensive Income and Expenditure Statement to the net charge
required against the General Fund Balance is managed by a transfer to or from the
Financial Instruments Adjustment Account in the Movement in Reserves Statement.

Financial Assets

The Authority holds two types of financial assets:

e loans and receivables — assets that have fixed or determinable payments but
are not quoted in an active market

e available-for-sale assets — assets that have a quoted market price and/or do
not have fixed or determinable payments.

Loans and Receivables

Loans and receivables are recognised on the Balance Sheet when the Authority
becomes a party to the contractual provisions of a financial instrument and are
initially measured at fair value. They are subsequently measured at their amortised
cost. Annual credits to the Financing and Investment Income and Expenditure line in
the Comprehensive Income and Expenditure Statement for interest receivable are
based on the carrying amount of the asset multiplied by the effective rate of interest
for the instrument. For most of the loans that the Authority has made, this means that
the amount presented in the Balance Sheet is the outstanding principal receivable
(plus accrued interest) and interest credited to the Comprehensive Income and
Expenditure Statement is the amount receivable for the year in the loan agreement.

When soft loans of a material amount are made, a loss is recorded in the
Comprehensive Income and Expenditure Statement (debited to the appropriate
service) for the present value of the interest that will be foregone over the life of the
instrument, resulting in a lower amortised cost than the outstanding principal. Interest
is credited to the Financing and Investment Income and Expenditure line in the
Comprehensive Income and Expenditure Statement at a marginally higher effective
rate of interest than the rate receivable from the voluntary organisations, with the
difference serving to increase the amortised cost of the loan in the Balance Sheet.
Statutory provisions require that the impact of soft loans on the General Fund
Balance is the interest receivable for the financial year — the reconciliation of
amounts debited and credited to the Comprehensive Income and Expenditure
Statement to the net gain required against the General Fund Balance is managed by
a transfer to or from the Financial Instruments Adjustment Account in the Movement
in Reserves Statement.

Where assets are identified as impaired because of a likelihood arising from a past
event that payments due under the contract will not be made, the asset is written
down and a charge made to the relevant service (for receivables specific to that
service) or the Financing and Investment Income and Expenditure line in the
Comprehensive Income and Expenditure Statement. The impairment loss is
measured as the difference between the carrying amount and the present value of
the revised future cash flows discounted at the asset’s original effective interest rate.
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Any gains and losses that arise on the de-recognition of an asset are credited or
debited to the Financing and Investment Income and Expenditure line in the
Comprehensive Income and Expenditure Statement.

Available for Sale Assets

Available-for-sale assets are recognised on the Balance Sheet when the Authority
becomes a party to the contractual provisions of a financial instrument and are
initially measured and carried at fair value. Where the asset has fixed or
determinable payments, annual credits to the Financing and Investment Income and
Expenditure line in the Comprehensive Income and Expenditure Statement for
interest receivable are based on the amortised cost of the asset multiplied by the
effective rate of interest for the instrument. Where there are no fixed or determinable
payments, income (e.g. dividends) is credited to the Comprehensive Income and
Expenditure Statement when it becomes receivable by the Authority.

Assets are maintained in the Balance Sheet at fair value. Values are based on the
following principles:

e instruments with quoted market prices — the market price

e other instruments with fixed and determinable payments — discounted cash
flow analysis

e equity shares with no quoted market prices — independent appraisal of
company valuations.

Changes in fair value are balanced by an entry in the Available-for-Sale Reserve and
the gain/loss is recognised in the Surplus or Deficit on Revaluation of Available-for-
Sale Financial Assets. The exception is where impairment losses have been incurred
— these are debited to the Financing and Investment Income and Expenditure line in
the Comprehensive Income and Expenditure Statement, along with any net gain or
loss for the asset accumulated in the Available-for-Sale Reserve.

Where assets are identified as impaired because of a likelihood arising from a past
event that payments due under the contract will not be made (fixed or determinable
payments) or fair value falls below cost, the asset is written down and a charge made
to the Financing and Investment Income and Expenditure line in the Comprehensive
Income and Expenditure Statement. If the asset has fixed or determinable payments,
the impairment loss is measured as the difference between the carrying amount and
the present value of the revised future cash flows discounted at the asset’s original
effective interest rate. Otherwise, the impairment loss is measured as any shortfall of
fair value against the acquisition cost of the instrument (net of any principal
repayment and amortisation).

Any gains and losses that arise on the derecognition of the asset are credited or
debited to the Financing and Investment Income and Expenditure line in the
Comprehensive Income and Expenditure Statement, along with any accumulated
gains or losses previously recognised in the Available-for-Sale Reserve.

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

X) Foreign Currency Translation

Any income or expenditure arising from transactions denominated in foreign currency
are translated into Sterling (£) at the exchange rate in operation on the date on which
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the transaction occurred and recognised in the Comprehensive Income and
Expenditure Statement at that value.

There is no material impact upon the Authority in terms of foreign currency
transactions.

xi) Government Grants and Other Contributions

Whether paid on account, by instalments or in arrears, government grants and third
party contributions and donations are recognised as due to the Authority when there
is reasonable assurance that:

e the Authority will comply with the conditions attached to the payments, and
e the grants or contributions will be received.

Amounts recognised as due to the Authority are not credited to the Comprehensive
Income and Expenditure Statement until conditions attached to the grant or
contributions have been satisfied. Conditions are stipulations that specify that the
future economic benefits or service potential embodied in the asset in the form of the
grant or contribution are required to be consumed by the recipient as specified, or
future economic benefits or service potential must be returned to the transferor.

Monies advanced as grants and contributions for which conditions have not been
satisfied are carried in the Balance Sheet as creditors. When conditions are satisfied,
the grant or contribution is credited to the relevant service line (attributable revenue
grants and contributions) or Taxation and Non-specific Grant Income (non-ringfenced
revenue grants and all capital grants) in the Comprehensive Income and Expenditure
Statement.

Where capital grants are credited to the Comprehensive Income and Expenditure
Statement, they are reversed out of the General Fund Balance in the Movement in
Reserves Statement. Where the grant has yet to be used to finance capital
expenditure, it is posted to the Capital Grants Unapplied reserve. Where it has been
applied, it is posted to the Capital Adjustment Account. Amounts in the Capital
Grants Unapplied reserve are transferred to the Capital Adjustment Account once
they have been applied to fund capital expenditure.

Xii) Heritage Assets

Any Tangible or Intangible Heritage Assets held by the Council are not of material
financial value. They are therefore classified as property, plant and equipment and
are not disclosed separately in the accounting statements.

Xiii) Intangible Assets

Expenditure on non-monetary assets that do not have physical substance but are
controlled by the Authority as a result of past events (e.g. software licences) is
capitalised when it is expected that future economic benefits or service potential will
flow from the intangible asset to the Authority.

Internally generated assets are capitalised where it is demonstrable that the project is
technically feasible and is intended to be completed (with adequate resources being
available) and the Authority will be able to generate future economic benefits or
deliver service potential by being able to sell or use the asset. Expenditure is
capitalised where it can be measured reliably as attributable to the asset and is
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restricted to that incurred during the development phase (research expenditure
cannot be capitalised).

Expenditure on the development of websites is not capitalised if the website is solely
or primarily intended to promote or advertise the Authority’s goods or services.

Intangible assets are measured initially at cost. Amounts are only re-valued where
the fair value of the assets held by the Authority can be determined by reference to
an active market. In practice, no intangible asset held by the Authority meets this
criterion, and they are therefore carried at amortised cost. The depreciable amount of
an intangible asset is amortised over its useful life to the relevant service line(s) in
the Comprehensive Income and Expenditure Statement. An asset is tested for
impairment whenever there is an indication that the asset might be impaired — any
losses recognised are posted to the relevant service line(s) in the Comprehensive
Income and Expenditure Statement. Any gain or loss arising on the disposal or
abandonment of an intangible asset is posted to the Other Operating Expenditure
line in the Comprehensive Income and Expenditure Statement.

Where expenditure on intangible assets qualifies as capital expenditure for statutory
purposes, amortisation, impairment losses and disposal gains and losses are not
permitted to have an impact on the General Fund Balance. The gains and losses are
therefore reversed out of the General Fund Balance in the Movement in Reserves
Statement and posted to the Capital Adjustment Account and (for any sale proceeds
greater than £10,000) the Capital Receipts Reserve.

Xiv) Inventories and Long-term Contracts

Material inventories are valued in the Balance Sheet at the lower of cost and net
realisable value. The Council held no inventories of financially material value at 31
March 2014.

Long-term contracts are accounted for on the basis of charging the Surplus or Deficit
on the Provision of Services with the value of works and services received under the
contract during the financial year.

XV) Investment Property

Investment properties are those that are used solely to earn rentals and/or for capital
appreciation. The definition is not met if the property is used in any way to facilitate
the delivery of services or production of goods or is held for sale.

Investment properties are measured initially at cost and subsequently at fair value,
based on the amount at which the asset could be exchanged between
knowledgeable parties at arm’s-length. Properties are not depreciated but are re-
valued annually according to market conditions at the year-end. Gains and losses on
revaluation are posted to the Financing and Investment Income and Expenditure line
in the Comprehensive Income and Expenditure Statement. The same treatment is
applied to gains and losses on disposal.

Rentals received in relation to investment properties are credited to the Financing
and Investment Income line and result in a gain for the General Fund Balance.
However, revaluation and disposal gains and losses are not permitted by statutory
arrangements to have an impact on the General Fund Balance. The gains and losses
are therefore reversed out of the General Fund Balance in the Movement in
Reserves Statement and posted to the Capital Adjustment Account and (for any sale
proceeds greater than £10,000) the Capital Receipts Reserve.
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xvi)  Jointly Controlled Operations and Jointly Controlled Assets

Jointly controlled operations are activities undertaken by the Authority in conjunction
with other venturers that involve the use of the assets and resources of the venturers
rather than the establishment of a separate entity. The Authority recognises on its
Balance Sheet the assets that it controls and the liabilities that it incurs and debits
and credits the Comprehensive Income and Expenditure Statement with the
expenditure its incurs and the share of income it earns from the activity of the
operation.

Jointly controlled assets are items of property, plant or equipment that are jointly
controlled by the Authority and other venturers, with the assets being used to obtain
benefits for the venturers. The joint venture does not involve the establishment of a
separate entity. The Authority accounts for only its share of the jointly controlled
assets, the liabilittes and expenses that it incurs on its own behalf or jointly with
others in respect of its interest in the joint venture and income that it earns from the
venture.

xvi)  Leases

Leases are classified as finance leases where the terms of the lease transfer
substantially all the risks and rewards incidental to ownership of the property, plant or
equipment from the lessor to the lessee. All other leases are classified as operating
leases.

Where a lease covers both land and buildings, the land and buildings elements are
considered separately for classification.

Arrangements that do not have the legal status of a lease but convey a right to use
an asset in return for payment are accounted for under this policy where fulfilment of
the arrangement is dependent on the use of specific assets.

The Authority as Lessee
Finance Leases

Property, plant and equipment held under finance leases is recognised on the
Balance Sheet at the commencement of the lease at its fair value measured at the
lease’s inception (or the present value of the minimum lease payments, if lower). The
asset recognised is matched by a liability for the obligation to pay the lessor. Initial
direct costs of the Authority are added to the carrying amount of the asset. Premiums
paid on entry into a lease are applied to writing down the lease liability. Contingent
rents are charged as expenses in the periods in which they are incurred.

Lease payments are apportioned between:

e a charge for the acquisition of the interest in the property, plant or equipment
— applied to write down the lease liability, and

e a finance charge (debited to the Financing and Investment Income and
Expenditure line in the Comprehensive Income and Expenditure Statement).

Property, Plant and Equipment recognised under finance leases is accounted for
using the policies applied generally to such assets, subject to depreciation being
charged over the lease term if this is shorter than the asset’s estimated useful life
(where ownership of the asset does not transfer to the Authority at the end of the
lease period).
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The Authority is not required to raise council tax to cover depreciation or revaluation
and impairment losses arising on leased assets. Instead, a prudent annual
contribution is made from revenue funds towards the deemed capital investment in
accordance with statutory requirements. Depreciation and revaluation and
impairment losses are therefore substituted by a revenue contribution in the General
Fund Balance, by way of an adjusting transaction with the Capital Adjustment
Account in the Movement in Reserves Statement for the difference between the two.

Operating Leases

Rentals paid under operating leases are charged to the Comprehensive Income and
Expenditure Statement as an expense of the services benefitting from use of the
leased property, plant or equipment. Charges are made on a straight-line basis over
the life of the lease, even if this does not match the pattern of payments (e.g. there is
a rent-free period at the commencement of the lease).

The Authority as Lessor
Finance Leases

Where the Authority grants a finance lease over a property or an item of plant or
equipment, the relevant asset is written out of the Balance Sheet as a disposal. At
the commencement of the lease, the carrying amount of the asset in the Balance
Sheet (whether Property, Plant and Equipment or Assets Held for Sale) is written off
to the Other Operating Expenditure line in the Comprehensive Income and
Expenditure Statement as part of the gain or loss on disposal. A gain, representing
the Authority’s net investment in the lease, is credited to the same line in the
Comprehensive Income and Expenditure Statement also as part of the gain or loss
on disposal (i.e. netted off against the carrying value of the asset at the time of
disposal), matched by a lease (long-term debtor) asset in the Balance Sheet.

Lease rentals receivable are apportioned between:

e a charge for the acquisition of the interest in the property — applied to write
down the lease debtor (together with any premiums received), and

e finance income (credited to the Financing and Investment Income and
Expenditure line in the Comprehensive Income and Expenditure Statement).

The gain credited to the Comprehensive Income and Expenditure Statement on
disposal is not permitted by statute to increase the General Fund Balance and is
required to be treated as a capital receipt. Where a premium has been received, this
is posted out of the General Fund Balance to the Capital Receipts Reserve in the
Movement in Reserves Statement. Where the amount due in relation to the lease
asset is to be settled by the payment of rentals in future financial years, this is posted
out of the General Fund Balance to the Deferred Capital Receipts Reserve in the
Movement in Reserves Statement. When the future rentals are received, the element
for the capital receipt for the disposal of the asset is used to write down the lease
debtor. At this point, the deferred capital receipts are transferred to the Capital
Receipts Reserve.

The written-off value of disposals is not a charge against council tax, as the cost of
non-current assets is fully provided for under separate arrangements for capital
financing. Amounts are therefore appropriated to the Capital Adjustment Account
from the General Fund Balance in the Movement in Reserves Statement.

Operating Leases
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Where the Authority grants an operating lease over a property or an item of plant or
equipment, the asset is retained in the Balance Sheet. Rental income is credited to
the Other Operating Expenditure line in the Comprehensive Income and Expenditure
Statement. Credits are made on a straight-line basis over the life of the lease, even if
this does not match the pattern of payments (e.g. there is a premium paid at the
commencement of the lease). Initial direct costs incurred in negotiating and arranging
the lease are added to the carrying amount of the relevant asset and charged as an
expense over the lease term on the same basis as rental income.

xviii)  Overheads and Support Services

The costs of overheads and support services are charged to those that benefit from
the supply or service in accordance with the costing principles of the CIPFA Service
Reporting Code of Practice 2013/14 (SeRCOP). The total absorption costing
principle is used — the full cost of overheads and support services are shared
between users in proportion to the benefits received, with the exception of:

e Corporate and Democratic Core — costs relating to the Authority’s status as a
multi-functional, democratic organisation.

e Non Distributed Costs — the cost of discretionary benefits awarded to
employees retiring early and impairment losses chargeable on Assets Held
for Sale.

These two cost categories are defined in SeRCOP and accounted for as separate
headings in the Comprehensive Income and Expenditure Statement, as part of Net
Expenditure on Continuing Services.

XiX) Property, Plant and Equipment

Assets that have a physical substance and are held for use in the provision of
services, for income generation or for administrative purposes on a continuing basis
are classified as Property, Plant and Equipment.

Recognition

Expenditure on the acquisition, creation or enhancement of tangible fixed assets is
capitalised on an accruals basis, provided that it will yield a benefit to the Authority
for more than one financial year and the cost can be reliably measured. This will
include costs and fees incurred on capital projects, which are under construction at
the year end, where it can be shown that either a new asset will be created or an
existing asset enhanced. All other expenditure on assets is charged to the
Comprehensive Income and Expenditure Statement as it is incurred.

These also include assets under finance leases and private finance initiatives which
have been capitalised and included in the Balance Sheet at a value that reflects the
Authority’s obligation to meet future rental payments.

The Authority sets a £2,000 de-minimis level for capital spending / capital accounting
purposes and spending below this limit is charged to service revenue accounts within

the Comprehensive Income and Expenditure Statement, unless the spending forms
part of a larger capital scheme.

Measurement
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Assets are initially measured at cost, comprising:
e the purchase price

e any costs attributable to bringing the asset to the location and condition
necessary for it to be capable of operating in the manner intended by
management

¢ the initial estimate of the costs of dismantling and removing the item and
restoring the site on which it was located

The Authority does not capitalise borrowing costs incurred whilst assets are under
construction.

The cost of assets acquired other than by purchase is deemed to be its fair value,
unless the acquisition does not have commercial substance (i.e. it will not lead to a
variation in the cash flows of the Authority). In the latter case, where an asset is
acquired via an exchange, the cost of the acquisition is the carrying amount of the
asset given up by the Authority.

Assets are then carried in the Balance Sheet using the following measurement
bases:

e infrastructure, community assets and assets under construction — depreciated
historical cost

e dwellings — fair value, determined using the basis of existing use value for
social housing (Existing Use Value — Social Housing (EUV-SH))

e all other assets — fair value, determined as the amount that would be paid for
the asset in its existing use (Existing Use Value — EUV).

Where there is no market-based evidence of fair value because of the specialist
nature of an asset, depreciated replacement cost (DRC) is used as an estimate of
fair value.

Where non-property assets that have short useful lives or low values (or both),
depreciated historical cost basis is used as a proxy for fair value.

Assets included in the Balance Sheet at fair value are re-valued sufficiently regularly
to ensure that their carrying amount is not materially different from their fair value at
the year-end, but as a minimum every five years. Increases in valuations are
matched by credits to the Revaluation Reserve to recognise unrealised gains.
Exceptionally, gains might be credited to the Surplus or Deficit on the Provision of
Services where they arise from the reversal of a loss previously charged to a service.

Where decreases in value are identified, they are accounted for by:

e where there is a balance of revaluation gains for the asset in the Revaluation
Reserve, the carrying amount of the asset is written down against that
balance (up to the amount of the accumulated gains)

e where there is no balance in the Revaluation Reserve or an insufficient
balance, the carrying amount of the asset is written down against the relevant
service line(s) in the Comprehensive Income and Expenditure Statement.

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

Impairment / Revaluation Losses
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Assets are assessed at each year-end as to whether there is any indication that an
asset may be impaired. Where indications exist and any possible differences are
estimated to be material, the recoverable amount of the asset is estimated and,
where this is less than the carrying amount of the asset, an impairment loss is
recognised for the shortfall.

Where impairment losses are identified, they are accounted for by:

o where there is a balance of revaluation gains for the asset in the Revaluation
Reserve, the carrying amount of the asset is written down against that
balance (up to the amount of the accumulated gains)

e where there is no balance in the Revaluation Reserve or an insufficient
balance, the carrying amount of the asset is written down against the relevant
service line(s) in the Comprehensive Income and Expenditure Statement.

Where an impairment loss is reversed subsequently, the reversal is credited to the
relevant service line(s) in the Comprehensive Income and Expenditure Statement, up
to the amount of the original loss, adjusted for depreciation that would have been
charged if the loss had not been recognised.

Depreciation

Depreciation is provided for on all Property, Plant and Equipment assets by the
systematic allocation of their depreciable amounts over their useful lives. An
exception is made for assets without a determinable finite useful life (ie freehold land
and certain Community Assets) and assets that are not yet available for use (i.e.
assets under construction).

Deprecation is calculated on the following bases:

- dwellings and other buildings — straight-line allocation over the useful life of the
property as estimated by the valuer

- vehicles, plant, furniture and equipment — a percentage of the value of each class of
assets in the Balance Sheet, as advised by a suitably qualified officer

- infrastructure — straight-line allocation over 30 years.

Where a financially material item of Property, Plant and Equipment over £1,000k in
value has major components over £250k or 20% of the asset value, the components
are depreciated separately.

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

Disposals and Non-Current Assets Held for Sale

When it becomes probable that the carrying amount of an asset will be recovered
principally through a sale transaction rather than through its continuing use, it is
reclassified as an Asset Held for Sale. The asset is re-valued immediately before
reclassification and then carried at the lower of this amount and fair value less costs
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to sell. Where there is a subsequent decrease to fair value less costs to sell, the loss
is posted to the Other Operating Expenditure line in the Comprehensive Income and
Expenditure Statement. Gains in fair value are recognised only up to the amount of
any previously losses recognised in the Surplus or Deficit on Provision of Services.
Depreciation is not charged on Assets Held for Sale.

If assets no longer meet the criteria to be classified as Assets Held for Sale, they are
reclassified back to non-current assets and valued at the lower of their carrying
amount before they were classified as held for sale; adjusted for depreciation,
amortisation or revaluations that would have been recognised had they not been
classified as Held for Sale, and their recoverable amount at the date of the decision
not to sell.

Assets that are to be abandoned or scrapped are not reclassified as Assets Held for
Sale.

When an asset is disposed of or decommissioned, the carrying amount of the asset
in the Balance Sheet (whether Property, Plant and Equipment or Assets Held for
Sale) is written off to the Other Operating Expenditure line in the Comprehensive
Income and Expenditure Statement as part of the gain or loss on disposal. Receipts
from disposals (if any) are credited to the same line in the Comprehensive Income
and Expenditure Statement also as part of the gain or loss on disposal (i.e. netted off
against the carrying value of the asset at the time of disposal). Any revaluation gains
accumulated for the asset in the Revaluation Reserve are transferred to the Capital
Adjustment Account.

Amounts received for a disposal in excess of £10,000 are categorised as capital
receipts. A proportion of receipts relating to housing disposals (75% for dwellings,
50% for land and other assets, net of statutory deductions and allowances) is
payable to the Government. The balance of receipts is required to be credited to the
Capital Receipts Reserve, and can then only be used for new capital investment [or
set aside to reduce the Authority’s underlying need to borrow (the capital financing
requirement). Receipts are appropriated to the Reserve from the General Fund
Balance in the Movement in Reserves Statement.

The written-off value of disposals is not a charge against council tax, as the cost of
non-current assets is fully provided for under separate arrangements for capital
financing. Amounts are appropriated to the Capital Adjustment Account from the
General Fund Balance in the Movement in Reserves Statement.

XX) Non-current Assets Held for Sale

An asset held for sale is measured at the lower of its carrying amount and its fair
value less costs to sell.

An asset is classified as ‘held for sale’ when it meets the following criteria:

e The asset (or disposal group) must be available for immediate sale in its
present condition subject to terms that are usual and customary for sales of
such assets (or disposal groups)

e The sale must be highly probable: the appropriate level of management
must be committed to a plan to sell the asset (or disposal group) and an
active programme to locate a buyer and complete the plan, must have been
initiated

e The asset (or disposal group) must be actively marketed for a sale at a price
that is reasonable in relation to its current fair value.
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Assets held for sale are not depreciated.

Right-to-Buy properties are not classified as assets held for sale due to the tenant’s
right to cancel the transaction up until actual exchange of contracts.

XXi) Private Finance Initiative (PFI) Schemes and Similar Contracts

PFI and similar contracts are agreements to receive services, where the
responsibility for making available the property, plant and equipment needed to
provide the services passes to the PFI contractor. As the Authority is deemed to
control the services that are provided under its PFI schemes, and as ownership of
the property, plant and equipment will pass to the Authority at the end of the
contracts for no additional charge, the Authority carries the assets used under the
contracts on its Balance Sheet as part of Property, Plant and Equipment.

The original recognition of these assets at fair value (based on the cost to purchase
the property, plant and equipment) was balanced by the recognition of a liability for
amounts due to the scheme operator to pay for the capital investment.

Non-current assets recognised on the Balance Sheet are revalued and depreciated
in the same way as property, plant and equipment owned by the Authority. The full
liability related to the PFI is held on the Balance Sheet as a long term liability.

The amounts payable to the PFI operators each year are analysed into five elements:

o fair value of the services received during the year — debited to the relevant
service in the Comprehensive Income and Expenditure Statement

e finance cost — an interest charge on the outstanding Balance Sheet liability,
debited to the Financing and Investment Income and Expenditure line in the
Comprehensive Income and Expenditure Statement

e contingent rent — increases in the amount to be paid for the property arising
during the contract, debited to the Financing and Investment Income and
Expenditure line in the Comprehensive Income and Expenditure Statement

e payment towards liability — applied to write down the Balance Sheet liability
towards the PFI operator (the profile of write-downs is calculated using the
same principles as for a finance lease)

¢ life-cycle replacement costs — proportion of the amounts payable is posted to
the Balance Sheet as a prepayment and then recognised as additions to
Property, Plant and Equipment when the relevant works are eventually
carried out.

xxii)  Provisions, Contingent Assets and Contingent Liabilities

Provisions

Provisions are made where an event has taken place that gives the Authority a legal
or constructive obligation that probably requires settlement by a transfer of economic
benefits or service potential, and a reliable estimate can be made of the amount of
the obligation. For instance, the Authority may be involved in a court case that could
eventually result in the making of a settlement or the payment of compensation.

Provisions are charged as an expense to the appropriate service line in the
Comprehensive Income and Expenditure Statement in the year that the Authority
becomes aware of the obligation, and are measured at the best estimate at the
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Balance Sheet date of the expenditure required to settle the obligation, taking into
account relevant risks and uncertainties.

When payments are eventually made, they are charged to the provision carried in the
Balance Sheet. Estimated settlements are reviewed at the end of each financial year
— where it becomes less than probable that a transfer of economic benefits will now
be required (or a lower settlement than anticipated is made), the provision is
reversed and credited back to the relevant service.

Where some or all of the payment required to settle a provision is expected to be
recovered from another party (e.g. from an insurance claim), this is only recognised
as income for the relevant service if it is virtually certain that reimbursement will be
received if the Authority settles the obligation.

Contingent Assets

A contingent asset arises where an event has taken place that gives the Authority a
possible asset whose existence will only be confirmed by the occurrence or
otherwise of uncertain future events not wholly within the control of the Authority.

Contingent assets are not recognised in the Balance Sheet but disclosed in a note to
the accounts where it is probable that there will be an inflow of economic benefits or
service potential.

Contingent Liabilities

A contingent liability arises where an event has taken place that gives the Authority a
possible obligation whose existence will only be confirmed by the occurrence or
otherwise of uncertain future events not wholly within the control of the Authority.
Contingent liabilities also arise in circumstances where a provision would otherwise
be made but either it is not probable that an outflow of resources will be required or
the amount of the obligation cannot be measured reliably.

Contingent liabilities are not recognised in the Balance Sheet but disclosed in a note
to the accounts.

xxii)  Reserves

The Authority sets aside specific amounts as reserves for future policy purposes or to
cover contingencies. Reserves are created by appropriating amounts out of the
General Fund Balance/Housing Revenue Account in the Movement in Reserves
Statement. When expenditure to be financed from a reserve is incurred, it is charged
to the appropriate service in that year to score against the Surplus or Deficit on the
Provision of Services in the Comprehensive Income and Expenditure Statement. The
reserve is then appropriated back into the General Fund Balance/Housing Revenue
Account in the Movement in Reserves Statement so that there is no net charge
against council tax for the expenditure.

Certain reserves are kept to manage the accounting processes for non-current
assets, financial instruments, retirement and employee benefits and do not represent
usable resources for the Authority — these reserves are explained in the relevant
policies.

xxiv) Revenue Expenditure Funded from Capital under Statute
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Expenditure incurred during the year that may be capitalised under statutory
provisions but that does not result in the creation of a non-current asset has been
charged as expenditure to the relevant service in the Comprehensive Income and
Expenditure Statement in the year. Where the Authority has determined to meet the
cost of this expenditure from existing capital resources or by borrowing, a transfer in
the Movement in Reserves Statement from the General Fund Balance to the Capital
Adjustment Account then reverses out the amounts charged so that there is no
impact on the level of council tax.

xxv) Collection Fund

Billing authorities in England are required by statute to maintain a separate fund for
the collection and distribution of amounts due in respect of council tax and non-
domestic rates (NDR). The key features relevant to accounting for council tax and
NDR in the core financial statements are:

e In its capacity as a billing authority the Council acts as agent; it collects and
distributes council tax and NDR income on behalf of the major preceptors and
itself.

e While council tax and NDR income for the year credited to the Collection
Fund is the accrued income for the year, regulations determine when it should
be released from the Collection Fund and transferred to the General Fund of
the billing authority or paid out of the Collection Fund to major preceptors.

As the collection of council tax and NDR Income is in substance an agency
arrangement:

e Cash collected by the biling authority from council tax debtors and local
businesses belong proportionately to the biling authority and the major
preceptors. There will therefore be a debtor/creditor position between the
billing authority and each major preceptor to be recognised since the net cash
paid to each major preceptor in the year will not be its share of the cash
collected from council taxpayers.

Retained Business Rate income and Council Tax income included in the
Comprehensive Income & Expenditure Statement for the year will be treated as
accrued income. Both NDR, including levies tariffs payable, and Council Tax will be
recognised in the Comprehensive Income & Expenditure Statement in the line
Taxation & Non-Specific Grant Income. As a billing authority the difference between
the NDR and Council Tax included in the Comprehensive Income and Expenditure
Statement and the amount required by regulation to be credited to the General Fund
shall be taken to the Collection Fund Adjustment Account and reported in the
Movement in Reserve Statement. Each major preceptor’s share of the accrued NDR
and Council Tax income will be available from the information that is required to be
produced in order to prepare the Collection Fund Statement.

The income for Council Tax, NDR is recognised when it is probable that the

economic benefits or service potential associated with the transaction will flow to the
authority, and the amount of the revenue can be measured reliably.

xxvi) Value Added Tax
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VAT payable is included as an expense only to the extent that it is not recoverable
from Her Majesty’s Revenue and Customs. VAT receivable is excluded from income.

2. Accounting Standards Issued but not Adopted

There have been a number of changes to international accounting standards which
have been adopted by the 2014/15 CIPFA Code of Practice but not by the 2013/14
Code. The Council will therefore adopt these changes from 1 April 2014. It is not
anticipated that any of the changes will have a material impact on the financial
statements of the Council.

International Description Details

Financial

Reporting

Standard (IFRS)

IFRS 10 Consolidated Financial This standard introduces a hew
Statements definition of control, which is

used to determine which entities are
consolidated for the purposes of
group accounts. The changes will
not have any impact on the Council.

IFRS 11 Joint Arrangements This standard addresses the
accounting for a ‘joint arrangement’,
which is defined as a contractual
arrangement over which two or
more parties have joint control.
These are classified as either a joint
venture or a joint operation. In
addition proportionate consolidation
can no longer be used for jointly
controlled entities. The Council has
no material joint venture

arrangements.
IFRS 12 Disclosure of Interest in This is a consolidated disclosure
Other Entities standard requiring a range of

disclosures about an entity’s
interests in subsidiaries, joint
arrangements, associates and
unconsolidated ‘structured entities’.
The Council has no material
arrangements which would come
into this category.

International Separate Financial These

Accounting Statements (2011 statements have been amended to
Standard (IAS) Amended) conform with the changes in IFRS
27 10, IFRS 11 and IFRS 12.
International Investments in Associates

Accounting and Joint Ventures

Standard (IAS)

28

International Financial Instruments: The Code references to amended
Accounting Presentation application guidance when
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Standard (IAS) offsetting a financial assetand a

32 financial liability. The change has
no material impact on the Council.

Annual Annual IFRS The changes clarifies the disclosure

Improvements to | improvements requirements in respect

IFRS 2009-2011 of comparative information of the

Cycle preceding period. The Statement of

Accounts fully discloses
comparative information for the
preceding period therefore these
changes will not have a material
impact on the Statement of
Accounts.

3. Critical Judgements in Applying Accounting Policies

In applying the accounting policies set out in Note 1, the Authority has had to make
certain judgements about complex transactions or those involving uncertainty about
future events. The critical judgements made in the Statement of Accounts are:

There is a degree of uncertainty regarding future levels of funding for local
government. The Authority has determined that this uncertainty is not
sufficient to provide any indication that assets of the Authority might be
impaired beyond that which has been already considered according to
account practices.

The Authority has no deposits with Financial Institutions which are in
administration and has no evidence at the Balance Sheet date to suggest any
counter-parties of the Authority will enter administration.

Although the Authority has a number of its Councillors on the Boards of
external organisations, the Authority does not have a controlling influence of
any of these organisations.

As financially material assets are re-valued or attract capital expenditure, the
Authority assesses these assets with a view to splitting them into their
material components, where there may be a significant impact on how the
asset is depreciated. Where the asset is not financially material or any
component does not amount to over 20% of the asset value and £250,000,
the asset is not split as any effect on depreciation is immaterial to the financial
statements.

The Council has a number of leases where the land element of the asset is
leased at peppercorn or minimal rent. These leases may be of a significant
length which may potentially render the lease a finance lease under
accounting rules. However, where assets are valued in their existing use
under accounting regulations, a key determinant of value is the amount of
lease payments and as these are of immaterial rental amounts, the Council
has not considered such agreements as finance leases.

Heritage assets held by the Authority are not financially material in value and
therefore are not separately disclosed from Property, Plant and Equipment.
Lease arrangements where the Authority is the lessee or lessor are assessed
to determine whether the lease is a finance lease or an operating lease.
Lease arrangements which are not financially material are all treated as
operating leases.

The Council’s policy in respect of the Balance Sheet recognition of various
types of school assets is as follows:
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o Community Schools are recognised as Central Bedfordshire Council
has significant control of the asset and its service potential. The
exception is when the asset is leased with the Council as the lessor.
In these circumstances whether the asset is recognised is determined
under IAS 17 (Leases).

o Voluntary Controlled School buildings and land are not recognised as
the Council does not control the asset. The exception is where n there
is an adjacent playing field owned by the Council. In this case the
playing field is on the Authority’s Balance Sheet.

o Voluntary Aided School buildings and land are not recognised as the
Council does not control the asset.

o Foundation School buildings and land are not recognised as the
Council does not control the asset.

o Academy Schools are not recognised as the Council does not control
the asset. When a Community school converts to academy status, it
will be derecognised in the Authority's accounts at the point of
transfer.

As at 31 March 2014 CIPFA were consulting with Local Authorities regarding the
possibility of recognising all schools buildings and land, with the exception of
Academies or Academy type schools. If the proposal does proceed and is
incorporated in the 2014/15 CIPFA Code, these assets will be brought onto the
Council’s accounts in the 2014/15 financial year.

4. Assumptions Made about the Future and Other Major Sources of Estimation
Uncertainty

The preparation of financial statements requires management to make judgements,
estimates and assumptions that affect the amounts reported for assets and liabilities
as at the balance sheet date and the amounts reported for the revenues and
expenses during the year. However, the nature of estimation means that actual
outcomes could differ from those estimates.

The key judgements and estimation uncertainty that have a significant risk of causing
material adjustment to the carrying amounts of assets and liabilities with the next
financial year are:

ltem Uncertainties Effect if Actual Results
Differ from Assumptions

Property, Plant and | Assets are valued by | The value of an asset and
Equipment professional staff qualified | its estimated useful
by the Royal Institute of | economic life determine

Chartered Surveyors | the depreciation charged

(RICS). Nevertheless, | to the Comprehensive

there is an inherent | Ihcome and Expenditure
element of subjectivity with | Statement. If the useful

any asset valuation. lives of all assets are
overstated by 1 vyear,
depreciation would

increase by £1,100k

Provisions on bad debt | Bad debt provisions are | If the provision for bad
and arrears inherently estimates, | debt is incorrect, there
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based on past data. It is
possible that the Council
may over or under provide
for its bad debt.

would be an impact to the
debtors balance on the
balance sheet and the
amount  of  provision
charged to the
Comprehensive  Income
and Expenditure
Statement. A 1% increase
in the bad debt provision
would require a revenue
charge of £114k.

Pensions Liability

There are a large number
of variable factors used
when calculating the future
pension liability e.g.
mortality ratios and future
economic conditions.

A independent actuary
firm estimates the values
within the Balance Sheet.

If any of the factors used
to calculate the pension
liability are incorrect, there
would be an impact on the
balance sheet and the
Comprehensive  Income
and Expenditure
Statement.

A 1% increase in the
pension liability  would
represent an increase of
£3,000k charged to the
Comprehensive  Income
and Expenditure
Statement, reversed out to
the Pension Reserve as
per regulations.

Non Domestic Rates | The Council has set aside | If the provision is incorrect,
(NDR) Appeals a provision to cover | there would be an impact
successful appeals lodged | on the collection fund
against NDR banding with | balance. Any impact would
the Valuations office, | be split between the
based on a professional | Council and preceptors,
estimate of outstanding | with 49% of this amount
appeals. impacting the Council.
Others: e Actual amount differs | If incorrect, effect is mis-
e Accruals from estimate statement of values on the
e Trading a/c’s Balance Sheet / HRA and
overheads potential revenue impact.
HRA proportion of Any impact would not be
pensions material.

This list does not include assets and liabilities that are carried at fair value based on
a recently observed market price. Values are not included to indicate the impact of
uncertainties where it is impractical to do so.

5. Material ltems of Income and Expense
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Where material items are not disclosed on the face of the Comprehensive Income
and Expenditure Statement, the nature and amount of material items are set out
below:

Area Narrative 2012/13 | 2013/14
£000 £000

Comprehensive Income & Schools Converting to

Expenditure Statement — Other Academy or University 49,739 27,883

Operating Expenditure Disposals Technology College

of Non-Current Assets status

6. Events after the Balance Sheet Date

The Statement of Accounts were authorised for issue by the Chief Finance Officer
(Section 151 Officer) on 30th June 2014. Events taking place after this date are not
reflected in the financial statements or notes. Where events taking place before this
date provided information about conditions existing at 31 March 2014, the figures in
the financial statements and notes have been adjusted in all material respects to
reflect the impact of this information.

There are no events known to the Authority which would need to be registered as
events after the balance sheet date.

7. Adjustments between Accounting Basis and Funding Basis under Requlations

This note details the adjustments that are made to the total Comprehensive Income
and Expenditure Statement recognised by the Council in the year in accordance with
proper accounting practice to the resources that are specified by statutory provisions
as being available to the Council to meet future capital and revenue expenditure.

General Fund Balance

The General Fund balance is the statutory fund into which all the receipts of a
Council are required to be paid and out of which all liabilities of the Council are to be
met, except to the extent that statutory rules might provide otherwise. These rules
can also specify the financial year in which liabilities and payments should impact on
the General Fund Balance, which is not necessarily in accordance with proper
accounting practice. The General Fund Balance therefore summarises the resources
that the Council is statutorily empowered to spend on its services or on capital
investment (or the deficit of resources that the Council is required to recover) at the
end of the financial year. For housing authorities, the balance is not available to be
applied to funding HRA services.

Housing Revenue Account Balance

The Housing Revenue Account Balance reflects the statutory obligation to maintain a
revenue account for local authority council housing provision in accordance with Part
VI of the Local Government and Housing Act 1989. It contains the balance of income
and expenditure as defined by the 1989 Act that is available to fund future
expenditure in connection with the Council’s landlord function or (where in deficit)
that is required to be recovered from tenants in future years.

Major Repairs Reserve
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The Council is required to maintain the Major Repairs Reserve (MRR) and is legally
required to set aside funds in this reserve annually. The MRR is restricted to being
applied to new capital investment in HRA assets or the financing of historical capital
expenditure by the HRA. The balance shows the MRR that has yet to be applied at
year end.

Capital Receipts Reserve

The Capital Receipts Reserve holds the proceeds from the disposal of land or other
assets, which are restricted by statute from being used other than to fund new capital
expenditure or to be set aside to finance historical capital expenditure. The balance
on the reserve shows the resources that have yet to be applied for these purposes at
the year end.

Capital Grants Unapplied

The Capital Grants Unapplied Account (Reserve) holds the grants and contributions
received towards capital projects for which the Council has met the conditions that
would otherwise require repayment of the monies but which have yet to be applied to
meet expenditure. The balance is restricted by grant terms as to the capital
expenditure against which it can be applied and / or the financial year in which this
can take place.
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2013/14 General HRA Capital Capital Major Schools [ Moveme
Fund | Balan Receipt Grants Repairs nt
Balance ce Reserve | Unapplied Reserve unusable
Reserve
£000| £000 £000 £000 £000 £000 £000
Adjustments primarily involving the Capital Adjustment Account:
Reversal of items debits / credits to the Comprehensive Income and
Expenditure Statement:
Depreciation (18,571) | (3,332) - - - - 21,903
Rewvaluation Gains/(losses) on Property, Plant and Equipment (2,523) | 16,477 - - - - (13,954)
Movement in the market value of investment properties 1,727 - - - - - (1,727)
Amortisation of intangible assets (549) - - - - - 549
Capital grants and contributions applied 44,564 - - - - - (44,564)
Revenue expenditure funded from capital under statute (19,773) - - - - - 19,773
Amounts of non-current assets written off on disposals or sale as part of the (26,168) | (1,658) - - - - 27,826
gain/loss on disposal to the Comprehensive Income and Expenditure
Statement
Insertion of items not debits / credits to the Comprehensive Income and
Expenditure Statement:
Statutory provision for the financing of capital investment 7,074 - - - - - (7,074)
Capital expenditure charged against the General Fund and HRA balances 1,428 828 - - - - (2,256)
Adjustments primarily involving the Capital Grants Unapplied Reserve
Capital Grants and Contributions unapplied in year 23,864 - - (23,864) - - 0
Adjustments primarily involving the Capital Receipts Reserve:
Transfer of cash sales proceeds credit as part of the gain / loss on disposal to 2,651 2,327 (4,978) - - - 0
the Comprehensive Income and Expenditure Statement
Use of the Capital Receipts Resene to finance new capital expenditure - - 2,851 - - - (2,851)
Contribution from the Capital Receipts Resene to finance the payments to the (438) 438 - - - 0
Housing capital receipts pool
Adjustment primarily involving the Major Repairs Reserve:
Reversal of Major Repairs Allowance credit to the HRA 3,332 - - - (3,332) - 0
Use of Major Repairs Resene to finance capital expenditure 6,569 (6,569) |<
Adjustments primarily involving the Financial Instruments Adjustment 5
Account: —
Amounts by which finance costs charged to the Comprehensive Income and 116 - - - - - (116) (=
Expenditure Statement are different from finance costs chargeable in the year @
=
Q (D
T3
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in accordance with statutory requirements
Adjustments primarily involving the Pensions Reserve:
Rewersal of items relating to retirement benefit debits / credits to the (26,485) | (1,246) - - - - 27,731
Comprehensive Income and Expenditure Statement
Employer's pensions contributions and direct payments to pensioners payable 16,197 712 - - - - (16,909)
in year
Adjustment primarily involving the Collection Fund Adjustment Account:
Amount by which Council Tax income credit to the Comprehensive Income 1,518 - - - - - (1,518)
and Expenditure Statement is different from Council Tax income calculation for
the year in accordance with statutory requirements
Amount by which NDR income credit to the Comprehensive Income and (3,065) - - - - - 3,065
Expenditure Statement is different from NDR income calculation for the year in
accordance with statutory requirements
Adjustment primarily involving the Accumulated Absences Account:
Amount by which officer remuneration charged tothe Comprehensive Income 493 - - - - - (493)
and Expenditure Statement on an accruals basis is difference from
remuneration chargeable in the year in accordance with statutory requirements
Total Adjustments: 5,391 | 14,108 (1,689) (23,864) 3,237 2,817
2012/13 General HRA | Capital Capital Major | Schools [ Movement
Fund | Balance | Receipt Grants | Repairs unusable
Balance Reserve | Unapplied | Reserve Reserve
£000 £000 £000 £000 £000 £000 £000
Adjustments primarily involving the Capital Adjustment Account:
Reversal of items debits / credits to the Comprehensive Income and
Expenditure Statement:
Depreciation (17,374) (3,237) - - - - 20,611
Revaluation losses on Property, Plant and Equipment (5,564) (2,508) - - - - 8,072
Movement in the market value of investment properties (633) - - - - - 633
Amortisation of intangible assets (507) - - - - - 507
Capital grants and contributions applied 38,481 - - - - - (38,481) &=
Revenue expenditure funded from capital under statute (21,085) - - - - - 21,085 ="
Amounts of non-current assets written off on disposals or sale as part of the ‘E
gain/loss on disposal to the Comprehensive Income and Expenditure Statement (83,254) (1,038) - - - - 84,292 &=+
Insertion of items not debits / credits to the Comprehensive Income and
U=
L D
T3
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Expenditure Statement:
Statutory provision for the financing of capital investment 5,874 - - - (5,874)
Capital expenditure charged against the General Fund and HRA balances 528 - - - (528)
Adjustments primarily involving the Capital Receipts Reserve:
Transfer of cash sales proceeds credit as part of the gain / loss on disposal to the
Comprehensive Income and Expenditure Statement 2,270 1,316 (3,586) - 0
Use of the Capital Receipts Resene to finance new capital expenditure - - 2,568 - (2,568)
Contribution from the Capital Receipts Reserve to finance the payments to the
Housing capital receipts pool (360) - 360 - 0
Adjustment primarily involving the Major Repairs Reserve:
Rewersal of Major Repairs Allowance credit to the HRA 3,237 - - (3,237) 0
Adjustments primarily involving the Financial Instruments Adjustment
Account:
Amounts by which finance costs charged to the Comprehensive Income and
Expenditure Statement are different from finance costs chargeable in the year in 116 - - - (116)
accordance with statutory requirements
Adjustments primarily involving the Pensions Reserve:
Rewersal of items relating to retirement benefit debits / credits to the Comprehensive
Income and Expenditure Statement (20,121) (1,063) - - 21,184
Employer's pensions contributions and direct payments to pensioners payable in 14,411 667 (15,078)
year
Adjustment primarily involving the Collection Fund Adjustment Account:
Amount by which Council Tax income credit to the Comprehensive Income and
Expenditure Statement is different from Council Tax income calculation for the year 475 - - - (475)
in accordance with statutory requirements
Adjustment primarily involving the Accumulated Absences Account:
Amount by which officer remuneration charged to the Comprehensive Income and
Expenditure Statement on an accruals basis is difference from remuneration 4,874 - - - (4,874)
chargeable in the year in accordance with statutory requirements
Total Adjustments: (78,632) (5,862) (657) (3,237) 88,388
<
-
c
—t
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8. Transfers to / from Earmarked Reserves
This note sets out the amounts set aside from the General Fund and HRA balances
in earmarked reserves and the amounts posted back from earmarked reserves to
meet General Fund and HRA expenditure in 2013/14.
Balance Out In  Balance Out In Balance
31/03/2012 12/13 12/13 31/03/2013| 13/14 13/14| 31/03/2014
£°000 £000 £000 £000| £000 £000 £°000
Corporate
Redundancy Reserve
To cover future redundancy and related
pension costs 3,329 (910) 750 3,169| (754) 0 2,415
Insurance Reserve
To cower insurance costs based on
actuarial assessments 4,221 (1,386) 503 3,338 (214) 1,280 4,404
Government Reform and Funds
Reductions
To address any unbudgeted implications of
the Government's welfare reforms and
reductions in the Early Intervention Grant. 0 0 1,693 1,693 (1,693) 0 0

Non Domestic Rates Reserve 13/14
To fund Non-Domestic Rates shortfalls in 0 0 0 0 0 502 502
future years

Section 31 Non-Domestic Rate Grant
13/14

Grant funding related to pressures which
will be faced the 14/15 financial year 0 0 0 0 0 1,018 1.018
relating to Non Domestic Rates

Great Places Fund 13/14
Funds set aside to enhance the council 0 0 0 0 0 1,000 1,000
area

Other Corporate Reserves

Various reserves to dewelop the Council's
business processes and ICT. 889 (794) 1,874 1,969| (469) 478 1,978

Total Corporate Reserves 8,439 (3,090) 4,820 10,169| (3,130) 4,278 11,317

Environment and Planning

Regeneration Reserve
Support for regeneration schemes. 492 (58) 0 434 (94) 0 340

Waste Management

Funds set aside to contribute towards the
waste senice preparation Bedfordshire
Recycling project. 0 0 449 449| (449) 0 0

Pre-Application Service Development
To support technical expertise for Planning
Performance Agreements. 200 (65) 153 288 (146) 160 302
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Other Environmental Reserves

Includes reserves to support open space
dewvelopment and community safety.

Total Environment and Planning
Reserves

1,597

2,289

(237)

(360)

539

1,141

1,899

3,070

@73)

(962)

1,001

1,251

Children’s Services

School Specific Contingency
Ringfenced Dedicated Schools Grant
Funding

Other Dedicated Schools Grant Funding
Grant funding held as resene for schools

Early Intervention Grant Funding
Grant funding received held as resene

Looked After Children

Funds set aside to provide for emerging
budget issues in the review of the Council's
Safeguarding role.

Fostering and Adoption 13/14
Funds set aside for Fostering and Adoption

Other Children’s Services
Reserves to support Children’s Senices

Total Children’s Services Reserves

900

965

505

1,421

3,791

(92)

(920)

(505)

(855)

(2,372)

1,200

443

1,643

853

1,200

1,009

3,062

(225)

(1,200)

(768)

(2,193)

2,439

998

1,159

4,596

Social Care, Health and Housing
Reserves

Learning Disabilities Campus Closure
Reprovision of Learning Disabilities
Senvices

Dereqistration of Care Homes

Costs associated with deregistration a
national care home provider

Outcome Based Commissioning
Project costs associated with efficiencies
and senice dewvelopment.

Step Up / Step Down

Grant funding reserved to fund a scheme to
reduce unnecessary admissions to
hospitals and support independent living.

Other Social Care Health and Housing
Reserves

Includes grant funding carried forward and
funds set aside to fund Social Care

601

566

347

674

(180)

(133)

(405)

(184)

3,125

421

433

3,067

490

(76)

(152)

(62)

500
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initiatives 1,819 (1,342) 246 658 (255) 1,668
Total Social Care Health and Housing
Reserves 4,007 (2,244) 3,371 5,069 (545) 2,168
Public Health Reserves
Public Health
Underspend of grant funding carried
forward 0 0 0 65 (65) 927
Total Public Health 0 0 0 65 (65) 927
Total General Fund Earmarked Reserves 18,525 (8,066) 10,975 21,435| (6,895) 13,220

Housing Revenue Account (HRA)*
Earmarked Reserves

Extra Care development 0 0 8,653 8,653| (1,800) 5,263
Strategic Resere 0 0 1,284 1,284 0 5,110
Total HRA Earmarked Reserves 0 0 9,937 9,937| (1,800) 10,373

* Non earmarked HRA balances are shown in the Movement in Reserves Statement

on page 17.

9. Other Operating Expenditure

Payments to Housing Capital Receipts
Government Pool

current tangible
Trading Accounts

2012713

£000

Payments of precepts to Parishes 9,301
Levies payable 686

Loss on Disposal of non-current Assets - non-

360

80,701
490

Total

91,538

10. Financing and Investment Income and Expenditure

2012713

£000

Interest payable on debt 9,238
Interest element of finance leases (lessee) 60
Interest payable on PFI unitary payments 1,578
Net IAS19 interest expense 11,827
Interest and Investment Income (986)
Changes in fair value of investment properties 633
Gain on disposals of investment properties 0
Rentals received on investment properties (1,979)
Expenses incurred on investment properties 726

Total

21,097
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11. Taxation and Non-Specific Grant Income and Expenditure
2012/13 2013/14
£000 £000
Council Tax income (137,489) (128,361)
Non-Domestic Rates (NDR) (47,069) (34,365)
NDR Tariff Payment to Central Government 0 8,995
NDR Levy Payment to Central Government 0 42
NDR S31 Grant Income 0 (1,019)
Revenue Support Grant (RSG) and non-ring fenced
government grants (4.142) Gl
Recognised capital grants and contributions (38,481) (68,429)
Total (227,181) (267,155)

The increase in the Revenue Support Grant is due to a number of funding
streams being amalgamated into formula grant funding. This includes funding
provided as part of the Council Tax Support Scheme and resulting from
changes which enabled councils to retain a share of Business Rate income.
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12. Property, Plant and Equipment

: Movements on balances

Finance Finance Total
2013/14 Council Other Lang Other Lang Vehlijtlzles, Leases- Leases- _ Assets Prop_eor:{a/,
Dwellinas & & Plant, I_\/Iultl _fleet Infra- Community  Surplus under Plant and
A[HRA] Buildings Buildings Furniture& Functional vehicles structure Assets Assets Construction EtEE
(HRA) (non-HRA) Eguipment Devices =S
Equipment (PPE)
£000 £000 £000 £000 £000 £000 £000 £000 £'000 £000 £000
Cost or valuation:
At1 April2013 303,876 4,294 326,175 18,574 1,121 417 237,144 1,995 1,309 21,655 916,560
Additions 7,598 0 17,411 1,784 0 0 21,918 713 173 12,367 61.964
Revaluation inc/(dec) rec in Revaluation
Reserve 1,471 101 12,033 0 0 0 0 0 0 0 13,605
Revaluation inc/(dec) rec in surplus/deficit
on provision of services 16,423 0 (1,451) 0 0 0 0 (2) (1,016) 0 13,953
De-recognition - disposals (1,658) 0 (28,464) (93) 0 0 0 (152) 0 0 (30,367)
Assets reclass (to)/fromAssets under
Construction 0 0 3,034 83 0 0 0 0 0 (3,116) 0
Assets reclassified (to)/from Investment
Properties 0 120 0 0 0 0 0 0 0 0 120
Assets reclassified (to)/fromHeld for Sale 0 0 234 4 0 0 0 0 0 0 238
Assets reclassified (to)/from Other Land &
Buildings 227 0 (227) 0 0 0 0 0 0 0 0
Accumulated depreciation w /o due to (3,278) (57) (4,893) 0 0 0 0 0 (80) 0 (8,308)
revaluation
As at 31st March 2014 324,659 4,458 323,852 20,352 1,121 417 259,062 2,553 386 30,906 967,766
At 1stApril 2013 (@) (65) (22,445) (13,408) (448) (417) (44,031) 3) (102) 0 (80,926)
Reclassifications following reconciliation
Depreciation charge in year (3,257) (80) (8,883) (1,299) (224) 0 (8.129) 0 (31) 0 (21,902)
De-recognition - disposals 0 0 3,179 80 0 0 0 0 0 0 3,259
De-recognition - other 3,278 57 4,893 0 0 0 0 0 80 0 8,308
Assets reclassified (to)/fromHeld for Sale 0 0 (18) 2) 0 0 0 0 0 0 (21)
Assets reclassified (to)/from Council (23) 0 23 0 0 0 0 0 0 0 0
Dw ellings
As at 31 March 2014 9) (88) (23,251) (14,630) (672) (417) (52,160) (©)] (53) 0 (91,282)
Net book value:
at 31 March 2013 303,869 4,229 303,730 5,166 673 0 193,113 1,992 1,207 21,655 835,634
at 31 March 2014 324,650 4,370 300,601 5,722 449 0 206,902 2,550 333 30,906 876,483
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Finance Finance Total
2012/13 . OtherlLand OtherLand Vehicles, Leases- Leases- —
Dw—ceolluirTC! & & Plant, Multi fleet Infra- Community  Surplus Ausnsde;? E:gr?tee[:\\g
Dwerinas Buildings Buildings Furniture& Functional vehicles structure Assets Assets - -
(HRA) (HRA) (non-HRA) Eguipment Devices Construction Equm{rgsgnt
Equipment
£'000 £000 £000 £000 £000 £000 £000 £000 £000 £000 £000
Cost or valuation:
At1 April2012 230,200 77,558 393,415 18,297 1,121 417 197,537 1,956 1,997 41,905 964,403
Reclassifications following reconciliation 73,355 (73,356) (5,918) (60) 0 0 0 0 0 (722) (6.701)
Additions 6,645 5 14,090 618 0 0 20,676 39 0 9,643 51,716
Revaluation inc/(dec) rec in Revaluation 123
Reserve . (136) 11,514 0 0 0 0 0 0 0 11,501
Revaluation inc/(dec) rec in . (2,529) 21 (4,713) 0 0 0 0 0 (613) 0 (7,834)
surplus/deficit on provision of services
De-recognition - disposals (1,038) 0 (81,015) (305) 0 0 (91) 0 0 (4,066) (86,515)
Assets reclass (to)/fromAssets under 0
Construction 0 5,648 29 0 0 19,022 0 0 (25,105) (406)
Assets reclassified (to)/fromHeld for Sale 0 0 (3,097) (5) 0 0 0 0 (75) 0 (3,177)
Accumulated depreciation w /o due to (57)
revaluation (3,156) (3,214) 0 0 0 0 0 0 0 (6,427)
Other Movements in cost or valuation 535 0 (535) 0 0 0 0 0 0 0 0
As at 31st March 2013 303,876 4,294 326,175 18,574 1,121 417 237,144 1,995 1,309 21,655 916,560
Accumulated depreciation and
impairment:
At1stApril 2012 0) (49) (27,760) (11,792) (224) (400) (37,447) 3) (78) 0 (77,753)
Reclassifications following reconciliation (5) 6 6,546 67 0 0 0 0 0 0 6,614
Depreciation charge in year (3,158) (79) (8,737) (1,750) (224) (17) (6,600) 0 (31) 0 (20,596)
De-recognition - disposals 0 0 4,268 65 0 0 16 0 0 0 4,349
Assets reclassified (to)/fromHeld for Sale 0 0 51 2 0 0 0 0 7 0 60
fg/(;lﬂr;l:ilg;[]ed depreciation w /o due to 3.156 57 3,187 0 0 0 0 0 0 0 6,400
As at 31 March 2013 () (65) (22,445) (13,408) (448) (417) (44,031) 3) (102) 0 (80,926)
Net book value:
at 31 March 2012 230,200 77,509 365,655 6,505 897 17 160,090 1,953 1,919 41,905 886,650
at 31 March 2013 303,869 4,229 303,730 5,166 673 0 193,113 1,992 1,207 21,655 835,634
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Depreciation:

The following useful lives have been used in the calculation of depreciation:
e Operational buildings up to 50 years

Infrastructure up to 30 years

Council houses up to 60 years

Vehicles up to 10 years

Plant and equipment up to 10 years.

Capital Commitments:

At 31 March 2014, the Council has entered into a number of contracts for the
construction or enhancement of Property, Plant and Equipment in 2013/14 and future
years budgeted to cost £6.5m. Similar commitments at 31 March 2013 were £2.9m.
The major commitments are:

e Al Biggleswade South Roundabout - £3.2m

e Church End Lower School - £2.3m

e Local Broadband Infrastructure - £1.0m

Revaluations:

The Council carries out a rolling programme that ensures that all Property, Plant and
Equipment required to be measured at fair value is re-valued at least every five
years. In addition a revaluation loss and material change review was undertaken at
the 31 March 2014. All valuations, except Council dwellings, were carried out
internally.  Council Dwelling valuations are provided by the external Chartered
Surveyors Wilkes Head & Eve. Valuations of land and buildings were carried out in
accordance with the methodologies and bases for estimation set out in the
professional standards of the Royal Institution of Chartered Surveyors (RICS).

The significant assumptions applied in estimating the fair values are:

e Good freehold title to the properties owner occupied, held as investments, or
surplus to requirements

e Good adequate leasehold or other short-term tenure for the properties held
leasehold for operational purposes

e Properties are not subject to any unusual or especially onerous restrictions,
encumbrances or outgoings

e Building structures, electrical heating and building service apparatus are in
good repair and condition

¢ No contaminative or potential contaminative uses have ever been carried out
in any of the properties

e For Depreciated Replacement Cost purposes that planning permission would
be received without onerous or unusual conditions for alternative uses on the
built area

e That repairs and maintenance expenditure is at an acceptable level and there
is no significant backlog.
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£000 £000 £000 £000 £000 £000 £000 £000 £000

Carried at
historical 0 0 0 5,722 448 206,901 2,550 0 0
costs
Valued at fair value as at:
géfﬂamh 324,650 4,371 300,603 0 0 0 0 331 30,905
gél'\gamh 303,870 4229 303,731 0 0 0 0 1,206 21,655
2?6112"””‘ 230,200 77,509 365,655 0 0 0 0 1919 41,905
gél'i"amh 222051 74919 113511 0 0 0 0 1953 30,466
Totalcostor 55, 6r) 4371 300,603 5,722 448 206,901 2,550 331 30,905

valuation

Total

660,861

634,691

717,188

442,900

876,483

Heritage Assets:

The council does not have any financially material Heritage assets, therefore they are

not separately disclosed.

13. Investment Properties

The following items of income and expense have been accounted for in the
Financing and Investment Income and Expenditure line in the Comprehensive

Income and Expenditure Statement:

2012/13 2013/14

£000 £000

R_entals rece@ved on investme_n_t propert@es (1,979) (3,278)
Erl(r)%%trgggratmg expenses arising from investment 796 299
Net (gain) for fair value adjustment (1,253) (2,479)

There are no restrictions on the Council’s ability to realise the value inherent in its
investment property or on the Council’s right to the remittance of income and the
proceeds of disposal. The Council has no contractual obligations to purchase,
construct or develop investment property or subsequent repairs, maintenance or
enhancement.
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The following table summarises the movement in the fair value of investment
properties over the year:

2012/13 2013/14

£000 £000

Balance at start of the year 79,264 78,809
Reclassification 94 1,763
Enhancement 84 101
Disposals 0 (718)
Net gain/(losses) from fair value adjustment (633) 1,722
Balance at year end 78,809 81,676

14. Intangible Assets

The Council accounts for its software as intangible assets, to the extent that the
software is not an integral part of a particular IT system and accounted for as part of
hardware within Property, Plant and Equipment. The intangible assets include both
purchased licenses and internally generated software.

All software is given a finite useful life, based on assessments of the period that the
software is expected to be of use to the Council. The useful lives assigned to the
major software suites used by the Council are 10 years as standard.

The carrying amount of intangible assets are amortised on a straight-line basis. The
amortisation of £0.5m charged to revenue in 2013/14 (£0.5m 2012/13) was charged
to the IT administration cost centre and then absorbed as an overhead recharge
across all the service headings in the Net Cost of Services. The movement on
Intangible Asset balances during the year is as follows:

2012/13 2013/14
£°000 £°000

Balance at start of the year
Gross carrying amounts 14,615 15,550
Accumulated amortisation (7,965) (8,472)
Net carrying amount at start of year 6,650 7,078
Purchases 527 228
From Assets under construction 408 0
Disposals 0 0
Reversals of pastimpairment losses written
back to the surplus/(deficit) on the provision of
services:
Amortisation for the period (507) (549)
Net carrying amount at the year end 7,078 6,757
Comprising:
Gross carrying amounts 15,550 15,778
Accumulated amortisation (8,472) (9,021)
Total 7,078 6,757
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15. Financial Instruments

Categories of Financial Instruments:

The following categories of financial instrument are carried in the Balance

2012/13

Long Current

term

£000 £°000
Investments:
Loans and receivables 4,724 20,118
Available for sale financial assets 276 0
Total Investments 5,000 20,118
Debtors:
Loans and receivables 1,117 39,741
Total Debtors 1,117 39,741
Borrowings:
Financial liabilities atamortised cost (306,225) (8,792)
Total Borrowing (306,225) (8,792)*
Other long term liabilities:
PFI and finance lease liabilities (17,409) 0
Liabilityrelated to defined benefitpension scheme (303,822) 0
Total other long term liabilities (321,231) 0
Creditors:
Financial liabilities carried atcontract amount 0 (33,850)
Finance Leases - multi functional device printers (132) (371)
Total creditors (132) (34,221)
Grand total (621,471) 16,846

*includes accrued interest of £1,179k (£1,235kin 2012/13)

Cash and Cash Equivalents of £6,072k (£7,402k in 2012/13) have not been included
as current investments in the above table as they are disclosed separately in note 18.

Income, Expense, Gains and Losses:

. . . . Financial

Financial Financial —A i

2013/14 liabilitiesat  Asset loans | ASSels
; - available for

amortised cost & received T e

£°000 £°000 £°000

Interest expense 9,295 0 0
Interest income 0 (447) (249)
Net (gain)/loss for the 9,295 (447) (249)

year
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Financial Financial Eu%ﬁgg%
2012/13 liabilitiesat Asset loans & e Total
= - available for
amortised cost received TS
£000 £000 £000 £000
Interest expense 9,432 0 0 9,432
Interest income 0 (731) (256) (987)
Net (gain)/loss for the 9,432 (731) (256) 8,445

year

Fair Values of Assets and Liabilities:

Financial liabilities, financial assets represented by loans and receivables and long-
term debtors and creditors are carried in the Balance Sheet at amortised cost. Their
fair value can be assessed by calculating the present value of the cash flows that will
take place over the remaining term of the instruments, using the following
assumptions:
e no early repayment or impairment is recognised
e where an instrument will mature in the next 12 months, carrying amount is
assumed to approximate to fair value
e the fair value of trade and other receivables is taken to be the invoiced or
billed amount.

The fair values (calculated using the PWLB premature repayment rates) calculated
are as follows:

2012/13 2012/13 2013/14 2013/14
Carrying Fair Value Carrying Fair Value
amount amount
£°000 £°000 £000 £°000
Financial Liabilities (315,017) (357,990) (307,514) (329,775)
Long term
creditors (132) (132) 0 0
2012/13 2012/13 2013/14 2013/14
Carrying Fair Value Carrying Fair Value
amount amount
£000 £000 £°000 £°000
Loans and
receivables* 24,841 24,841 18,923 18,923
Long term debtors 1,117 1,117 574 574

*excludes cash equivalents.

Available for sale assets and assets and liabilities at fair value through profit or loss
are carried in the Balance Sheet at their fair value. These fair values are based on
market price quotations where there is an active market for the instrument.

Short term debtors and creditors are carried at cost as this is a fair approximation of
their value.
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16. Inventories

The Council does not hold any inventory of financially material value.

17. Debtors
2012/13
£000
Central government bodies 14,224
Other Local Authorities 3,562
NHS bodies 2,371
Public corporations and trading funds 6,770
Other entities and individuals* 24,439
Impairment allowance for uncollectable debts (3,274)
Total 48,092

Debtors are presented net of impairment.
* Includes balances such as rent arrears, Council Tax and trade debtors.

18. Cash and Cash Equivalents

The balance of Cash and Cash Equivalents is made up of the following elements:

2012/13
£000
Bank current accounts 15,905
Cash equivalents - liquid short term investment 7 402
(overnight) '
Total Cash and Cash Equivalents 23,307
19. Assets Held for Sale
2012/13
£000
Balance outstanding at start of year 2,961
Assets newly classified as held for sale:
Property, Plant & Equipment 3,117
Revaluation gains 7
Impairment losses (245)
Assets declassified as held for sale:
Property, Plant & Equipment 0
Investment Properties 0
Assets sold (3,117)
Other movements (23)
Balance outstanding at year end 2,700
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20. Creditors

2012/13 2013/14
£000 £000
Central government bodies (1,869) (1,630)
Other Local Authorities (4,067) (3,896)
NHS bodies (104) (833)
Public corporations and trading funds (1) (0)
Other entities and individuals (30,755) (38,073)
Finance leases - fleet vehicles (16) (16)
Finance leases - multi functional devices
printers (371) (250
Total (37,183) (44,709)
21. Provisions
Qutstanding Insurance Other Total
legal cases Provision provisions ——
£000 £000 £000 £000
Balance outstanding at
start of year (223) (2,936) (1,022) | (4,180)
Additional provisions madein
year 9 (533) (2,932) | (3,474)
Amounts used in year 114 956 129 1,199
Unused amounts reversed in
year 109 0 0 109
Balance outstanding at
year end 9 (2,513) (3,825) | (6,346)

Outstanding Legal Cases:

The Council provides for specific ongoing legal cases including contractual claims
and disputed charges. Details of legal cases are not published as part of the
statement of accounts to protect confidentiality.

Insurance Provision:

The Council has a number of injury and compensation claims in progress where the
Council is alleged to be at fault. Provision is made for those claims where it is
deemed probable that the Council will have to make settlement, based on past
experience of court decisions about liability and the amount of damages payable.
The Council may be reimbursed by its insurers, but until claims are actually settled
no income is recognised as the insurers will only reimburse amounts above a
£100,000 excess.
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Other Provisions:

Other provisions include a provision for Local Land Charges, a provision for the
Council's share of appeals against Non Domestic Rates and repayments that may be
due to Central Government as a result of settling a final position on the Housing
Benefit Subsidy grant claim.

22. Usable Reserves

Movements in the Council's usable reserves are detailed in the Movement in
Reserves Statement.

23. Unusable Reserves

Movements in the Council’'s unusable reserves are detailed in the Movement in
Reserves Statement.

2012/13 2013/14
£000 £000
Revaluation Reserve (a) (46,494) (59,300)
Available for Sale Financial Instruments
Reserve (b) 276 148
Capital Adjustment Account (c) (483,292) (493,035)
Financial Instruments Adjustment Account
(d) 1,833 1,717
Pension Reserve (e) 303,829 307,141
Collection Fund Adjustment Account (f) 1,105 2,653
Accumulating Compensated Absences
Account (g) 3,435 2,942
(219,308) (237,734)

a) Revaluation Reserve:

The Revaluation Reserve contains the gains made by the Council arising from
increases in the value of its Property, Plant and Equipment and Intangible Assets.
The balance is reduced when assets with accumulated gains are:
e Revalued downwards or impaired and the gains are lost
e Used in the provision of services and the gains are consumed through
depreciation
e Disposed of and the gains are realised.

The Reserve contains only revaluation gains accumulated since 1 April 2007, the

date that the Reserve was created. Accumulated gains arising before that date are
consolidated into the balance on the Capital Adjustment Account.
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2012/13 2013/14
£000 £000

Balance at start of year (44,952) (46,494)
Upward revaluation of assets (12,209) | (14,038)
Downward revaluation of assets & impairment losses not
charged to the (surplus) / deficit on the provision of 709 433
services
(Surplus) / deficit on revaluation of non-current assets not
posted to the surplus/deficit on the provision of services (11,500) e
Difference between fair value depreciation and historical 1.086 1478
cost depreciation ' '
Historic revaluation balances written off 0 (648)
Accumulated gains on assets sold or scrapped 8,872 (30)
Amount written off to the Capital Adjustment Account 9,958 800
Balance at year end (46,494) (59,299)

b) Available for Sale Financial Instruments Reserve:

The Avalilable for Sale Financial Instruments Reserve contains the gains made by the
Council arising from increases in the value of its investments that have quoted
market prices or otherwise do not have fixed or determinable payments. The balance

is reduced when investments with accumulated gains are:
¢ Revalued downwards or impaired and the gains are lost
e Disposed of and the gains are realised.

2012/13 2013/14

£000 £000

Balance at start of year 312 276

Upward revaluation of investments 0 0

Downward revaluation of investments not charged to the (36) (128)
(surplus) / deficit on the provision of services

Balance at year end 276 148

c¢) Capital Adjustment Account:

The Capital Adjustment Account absorbs the timing differences arising from the
different arrangements for accounting for the consumption of non-current assets and
for financing the acquisition, construction or enhancement of those assets under
statutory provisions. The Account is debited with the cost of acquisition, construction
or enhancement as depreciation, revaluation / impairment losses and amortisations
are charged to the Comprehensive Income and Expenditure Statement (with
reconciling postings from the Revaluation Reserve to convert fair value figures to a
historical cost basis). The Account is credited with the amounts set aside by the
Council as finance for the costs of acquisition, construction and enhancement.

The Account contains accumulated gains and losses on Investment Properties that

have yet to be consumed by the Council.
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The Account also contains revaluation gains accumulated on Property, Plant and
Equipment before 1 April 2007, the date that the Revaluation Reserve was created to
hold such gains.

Note 7 provides details of the source of all the transactions posted to the Account,
apart from those involving the Revaluation Reserve.

2012/13 | 2013/14
£000 £°000

Balance at start of year (561,001) | (483,292)
Reversal of items relating to capital expenditure debits/credits to
Comprehensive Income and Expenditure Statement:

Charges for depreciation and impairmentofnon-currentassets 20,637 21,903
Revaluation losses on Plant, Property & Equipment 9,323 5,638
Amortisation ofintangible assets 507 549
Revenue expenditure funded from capital under statute 21,085 19,773
Amounts of non-currentassets written off on disposal/sale as partofthe

(gain)/ loss on disposal to the Comprehensive Income and Expenditure 85,283 27,826
Statement

HRA selffinancing 0 0
Revaluations reversing previous revaluation losses (1,251) | (19,591)

135,584 56,098

Adjusting amounts written outof the Revaluation Reserve (9,958) (2,447)
Revaluation reserve historic balances written off 0 648
Net written out amountofthe cost of non-currentassets consumed in the 125626 55.299
year

Capital financing applied in the year:

Use of Capital Receipts Reserve to finance new capital expenditure (3,665) (2,851)
Use of the Major Repairs Reserve to finance new capital expenditure 0 (6,569)

Capital grants and contribution's credited to the Comprehensive Income and

Expenditure Statementthat have been applied to capital financing

Statutory provision for the financial of capital investmentcharged againstthe

General Fund and HRA balances (5,874) (7,074)

Capital expenditure charged againstthe General Fund and HRA balances (530) (2,256)
(48,550) @ (63,314)

(38,481) | (44,564)

Movement in the marketvalue of InvestmentProperties debits / credits to the

Comprehensive Income and Expenditure Statement 633 )

Balance at year end (483,292) | (493,035)

d) Financial Instruments Adjustment Account:

The Financial Instruments Adjustment Account absorbs the timing differences arising
from the different arrangements for accounting for income and expenses relating to
certain financial instruments and for bearing losses or benefiting from gains per
statutory provisions.

2012/13 | 2013/14
£°000 £000

Balance at start of year 1,949 1,833
Proportion of premiums incurred in previous financial years to
be charged against the General Fund balance in accordance (116) (116)

with statutory requirements

Balance at year end 1,833 1,717
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e) Pensions Reserve:

The Pensions Reserve absorbs the timing differences arising from the different
arrangements for accounting for post employment benefits and for funding benefits in
accordance with statutory provisions. The Council accounts for post employment
benefits in the Comprehensive Income and Expenditure Statement as the benefits
are earned by employees accruing years of service, updating the liabilities
recognised to reflect inflation, changing assumptions and investment returns on any
resources set aside to meet the costs. However, statutory arrangements require
benefits earned to be financed as the Council makes employer's contributions to
pension funds or eventually pays, any pensions for which it is directly responsible.
The debit balance on the Pensions Reserve therefore shows a substantial shortfall in
the benefits earned by past and current employees and the resources the Council
has set aside to meet them. The statutory arrangements will ensure that funding will
have been set aside by the time the benefits come to be paid.

2012/13 | 2013/14
£000 £000

Balance at start of year 249,620 | 303,829
Actuarial gains or losses on pensions assets and liabilities 48,436 (7,510)
Reversal items relating to retirement benefits debited / 20,851 27,731
credited to the (surplus) / deficit on the provision of services
in the Comprehensive Income and Expenditure Statement
Employers pensions contributions and direct payments to (15,078) = (16,909)
pensions payable in year
Balance at year end 303,829 | 307,141

f) Collection Fund Adjustment Account:

The Collection Fund Adjustment Account manages the differences arising from the
recognition of Council Tax and Non Domestic Rates income in the Comprehensive
Income and Expenditure Statement as it falls due from Council Tax and Business
Rate payers compared with the statutory arrangements for paying across amounts to
the General Fund from the Collection Fund.

2012/13 20;3/3'1
£000  £000
Balance at start of year 1,581 1,105

Amounts by which Council Tax income credited to the
Comprehensive Income and Expenditure Statement is
different from Council Tax income calculated for the year in
accordance with statutory requirements

Income and Expenditure Statement is different from Non
Domestic Rates income calculated for the year in 0 3,066
accordance with statutory requirements

(476) | (1,518)

Balance at year end 1,105 2,653
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g) Accumulated Absences Account:

The Accumulated Absences Account absorbs the differences that would otherwise
arise on the General Fund Balance from accruing for compensated absences earned
but not taken in the year, e.g. annual leave entitement carried forward at 31 March.
Statutory arrangements require that the impact on the General Fund Balance is
neutralised by transfers to or from the Account.

2012/13 2013/14
£000 £000

Balance at start of year 8,309 3,435
Settlement or can_cellatlon of accrual made at the (4,874) (3.435)
end of the preceding year
Balance at year end 3,435 2,942
Amount by which officer remuneration charged to
the Comprehensive Income and Expenditure
Statement on an accruals basis is different from the
remuneration chargeable in the year in accordance (4.874) (495}
with statutory requirements

24. Cash Flow Statement - Operating Activities

The cash flows for operating activities include the following items:

2012/13 2013/14
£000 £000
Surplus / (deficit) on the provision of services (67,472) 34,087
Depreciation and impairment 26,175 35,856
Amortisation 507 549
Movement in Pension Liability (6,106) (10,822)
Carrying amount of non-current assets and
non-current assets held for sale, sold or de- 84,569 27,826
recognised
Other non-cash items charged to the net 5235 (1,722)
surplus on the provision of services
(Increase) / decrease in debtors 7,527 1,149
Increase / (decrease) in creditors 15,258 (7,526)
133,165 45,306
Adjustment for items that are Investing and
Financial activities
Interest and investment income 8,253 8,507
Proceeds from Disposal of assets (3,591) (4,978)
Capital Grants Credited to surplus or deficit
on the provision of services (38,481) (68,428)
(33,819) (64,899)
Net cash flows from operating activities 32,540 14,495

25. Cash Flow Statement - Investing Activities
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2012/13 2013/14
£000 £000
Purchase of property, plant and equipment, (52,326) (62,282)
investment properties and intangible assets
Purchase of short term and long term investments (7,322) 5,994
Other payments for investing activities (9,238) (9,295)
Proceeds from the sale of property, plant and 3,591 4,978
equipment, investment properties and intangible
assets
Capital grants 35,521 68,428
Proceeds from short term and long term 986 788
investments
Other receipts from investing activities (21,085) (29,773)
Net cash flows from investing activities (49,874) (11,162)
26. Cash Flow Statement - Financing Activities
2012/13 2013/4
£000 £000
Repayments of short term and long term borrowing (5,038) (7,558)
Other payments for financing activities
Net cash flows from financing activities (5,038) (7,558)

27. Amounts Reported for Resource Allocation Decisions

The analysis of income and expenditure by service on the face of the Comprehensive
Income and Expenditure Statement is that specified by the Service Expenditure
Reporting Code of Practice (SeRCoP). However, decisions about resource allocation
are taken by the Council’'s Executive on the basis of budget reports analysed across
Directorates. These reports are prepared on a different basis from the accounting

policies used in the financial statements. In particular:

e No charges are made in relation to capital expenditure (whereas depreciation,
revaluation and impairment losses in excess of the balance on the
Revaluation Reserve and amortisations are charged to services in the
Comprehensive Income and Expenditure Statement)

e Expenditure on support services is budgeted for centrally and is charged to

Directorates after the Council’s year end outturn report is published.

The income and expenditure of all the Council’s Directorates recorded in the budget

reports for the year is as follows:
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2013/14
Directorate Net Budget 39,206 23,843 65,901 43,815 16,199 188,964
Directorate expenditure:
Employee Expenses 17,038 15,301 15,689 18,982 7,968 74,978
Other Service Expenses 53,149 20,631 86,572 39,349 79,325 279,026
Total Expenditure 70,187 35,932 102,261 58,331 87,293 354,004
Directorate Income:
iFn ec‘f)sm ‘;harges & otherservice (27,951)  (13,726) (38,781) (15,041) (76,490) (171,989)
Net Costs 42,236 22,206 63,480 43,290 10,803 182,015
Transfers to and (from) reserves 470 (157) 2,486 (20) 3,585 6,364
Actual after Reserve 42706 22,049 65966 43,270 14,388 188,379
Transfers
Surplus reported to 585
management
2012/13
Directorate Net Budget 32,914 29,017 55,586 47,421 14,011 178,949
Directorate expenditure:
Employee Expenses 22,854 55,283 17,167 19,591 2,790 117,685
Other Service Expenses 43,983 102,678 68,754 39,478 11,634 266,527
Total Expenditure 66,837 157,961 85,921 59,069 14,424 384,212
Directorate Income: _
iFn ecf)sn’q Ceharges & otherservice (35,300) (127,207) (33,128) (13,112) (5,495) (214,242)
Net Costs 31,537 30,754 52,793 45,957 8,929 169,970
Transfers to and (from) reserves 3,138 (1,526) 1,068 621 5,150 8,451
Actual after Reserve
Transfers 178,421
Surplus reported to 508
management

Reconciliation of Directorate income and expenditure to Cost of Services in the
Comprehensive Income and Expenditure Statement:

This reconciliation shows how the figures in the analysis of Directorate income and
expenditure relate to the amounts included in the Comprehensive Income and

Expenditure Statement.
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2012/13
£000

Net Expenditure in Directorate Analysis 178,421
ltems not included in Management reporting but included

in Comprehensive Income and Expenditure Statement

Net Cost of Services:

HRA Balance (9,564)
Depreciation, Amortisation and Impairment 23,448
Pensions charged to services (5,728)
Revenue Expenditure Funded from Capital Under Statute 21,085
(REFCUS)

Accrual for Accumulated Absences (4,874)

24,367
ltems included in Management reporting but not included
in Comprehensive Income and Expenditure Statement
Net Cost of Services:

Earmarked Reserve Transfers (8,451)
Interest Payable/Receivable (5,912)
Statutory Provision for Financing Capital Investment (5,874)
Other Movements (533)

(20,770)
Cost of Services in Comprehensive Income and 182,018

Expenditure Statement

Reconciliation to subjective analysis:

Directorate] Amounts not Amounts not;
analysis reportedto included in:

management| Income & Exp:
£000 £000 £000:
2013/14
Fee, charges & other service income (101,394) (125)
Interest & Investment Income (note 10) (698)

Income fromCouncil Tax (note 34)

Income fromNon Domestic Rates

Government grants and contributions (69,897)

(note 34)

Investment properties value, expenses

and rents

TotalIncome (171,989) (125)

Employee expenses 74,978
Other service expenses 278,443 (11,396);
Support service recharges E
Depreciation, amortisation and 8,498

impairment
Interest payments (note 10) 6,947 (6,947);

Pension interest costs (note 10)

Precepts and Levies (note 9)

Payment to Housing Capital Receipts
Pool (note 9)
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Gain orloss on disposalof fixed assets 22,131 22,131
(note 9)
Total Expenditure 360,368 8,498 (18,343) 350,523 58,238 408,761
(Surplus)/deficiton the provision of 188,379 8,373 (17,645) 179,107 (213,194) (34,087)
services
Directorate| Amounts not Amounts not Costofi Corporate Total
analysis reportedto includedin services amounts
management| Incomed& Exp
£000 £000 00 £000 £000 £000
2012/13
Fee, charges & other service income (171,762) (169,694) (171,762)
Interest & Investment Income (note 10) (987) 987 0 (987) (987)
Income fromCouncil Tax (hote 34) 0 (137,489) (137,489)
Government grants and contributions (41,493) (41,493) (89,692) (131,185)
(note 34)
Expected return on pension assets 0 (16,228) (16,228)
(note 10)
Investment properties value, expenses 0 (620) (620)
and rents
TotalIncome (214,242) 0 987 (213,255) (245,016) (458,271)
Employee expenses 117,685 117,685 117,685
Other service expenses 268,079 919 (14,858) 254,140 490: 254,630
Depreciation, amortisation and 23,448 23,448 23,448
impairment
Interest payments (note 10) 6,899 (6,899) 0 10,876 10,876
Pension interest costs (note 10) 0 27,722 27,722
Precepts and Levies (note 9) 0 9,987 9,987
Payment to Housing Capital Receipts 0 360: 360
Pool (note 9)
Gain orloss on disposalof fixed assets 0 80,701 80,701
(note 9)
Total Expenditure 392,663 24,367 (21,757) 395,273 130,136 525,409
(Surplus)/deficiton the provision of 178,421 24,367 (20,770) 182,018 (114,880) 67,139
services
28.Trading Operations
The Council has established a number of trading units where the service manager is
required to operate in a commercial environment and balance their budget by
generating income from other parts of the Council or other organisations. Details of
those units are as follows:
2012/13 2013/14
£°000 £°000 £000 £°000
Car Parks:
Parking managementg_lmsto supportthe Turnover (1,336) (1,262)
local economyand facilitate development
growth within Central Bedfordshire area.
Cumulative spend over 3 years: £3,404k Expenditure 1,161 1,116
(Surplus)/deficit (A75) (146)
Albion Archaeology:
Provides a range of archaeological and other
historic environmentservices to developers to Turnover (1,507) (1,432)
facilitate sustainable growth and economic
developmentwithin Central Bedfordshire
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area.

Cumulative spend over 3 years: £4,907k Expenditure 1,825
(Surplus)/deficit 318

Leighton Buzzard Theatre:

A theatre and cinema venue basedin Turnover (210)

Leighton Buzzard.

Cumulative spend over 3 years: £1,070k Expenditure 443
(Surplus)/deficit 233

Building Control:

The processing ofbmldmg regulation Turnover (672)

applications, site inspections and related fee

earning activities.

Cumulative spend over 3 years: £1,739k Expenditure 598
(Surplus)/deficit 74)

CommunityBuildings:

Rental and other income, and expenditure Turnover (4)

relating to Beecroft Centre in Dunstable.

Cumulative spend over 3 years: £0k Expenditure 4
(Surplus)/deficit 0

CommunityLeases/Licenses:

Rental and other income, and expenditure Turnover (43)

relating to various land and property.

Cumulative spend over 3 years: £84k Expenditure 40
(Surplus)/deficit ?3)

Depots & Storage Facilities:

Rental and other income, and expenditure

. . Turnover (36)

relating to various depots and storage

facilities.

Cumulative spend over 3 years: £1k Expenditure 0
(Surplus)/deficit (36)

Criminal Records Bureau:

An administration service to Central Turnover (127)

Bedfordshire Council, Schools and other

external organisations.

Cumulative spend over 3 years: £348k Expenditure 123
(Surplus)/deficit (4)

Schools HR:

A provision of HR services for schools. Turnover (128)

Cumulative spend over 3 years: £703k Expenditure 128
(Surplus)/deficit 0

Schools Traded Services:

A service for schools providing expertise on a

numberofschoolissuesi.e.financial advice, Turnover (46)

financial software support, LTAadministration

and subscription administration

Cumulative spend over 3 years: £521k Expenditure 43
(Surplus)/deficit 3)

Silsoe Horticultural Centre:

A horticultural centre which includes various

activities for customersto participatein, a Turnover (22)

tearoom, the sale of plant and vegetables,

and also hosts events.

Cumulative spend over 3 years: £745k Expenditure 256
(Surplus)/deficit 234

Net (surplus) / deficit on trading 490

operations

29. Pooled Budgets

Page 75

Central Bedfordshire Council (CBC) entered into a pooled budget arrangement with
Bedford Borough Council (BBC) and NHS Bedfordshire (NHSB) for the provision of
community equipment services to meet the needs of people living in the geographical
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area. During 2013/14 the Council continued responsibility for hosting the pooled

budget.

The partners contributed funds to the agreed budget equal to 21% (CBC), 13%
(BBC) and 66% (NHSB) of the budget respectively. The same proportions were used
to meet any deficit or share any surplus arising on the pooled budget at the end of

each financial year.

The pooled budget is hosted by the Council on behalf of the two partners to the

agreement outlined below:

Page 76

Bedfordshire Community Equipment Senvice: 2012/13 2013/14
£000 £000 £000 £000
Funding provided to the pooled budget:
Central Bedfordshire Council (448) (469)
Bedford Borough Council (291) (305)
Bedfordshire CCG (1,503)
CBC - Paediatrics (24)
NHS Bedfordshire (1,435)
Total Funding (2,174) (2,301)
Expenditure met from the pooled budget:
Luton Borough Council 0 0
Central Bedfordshire Council 2,174 2,301
Bedford Borough Council 0 0
NHS Bedfordshire
Total Expenditure 2,174 2,301
30. Members’ Allowances
The Council paid, during the year, the following amounts:
2012/13 2013/14
£000 £000
Salaries 942 941
Allowances 3 3
Employers National Insurance 72 69
Pension Contributions 77 88
Expenses 130 123
Total 1,224 1,224

31. Officers’ Remuneration

Senior Officers are defined by the Authority as any officer at Director level or above,
plus the Chief Finance Officer (Section 151) and Monitoring Officer. During 2013/14,

this classification included the:
e Chief Executive
Six Directors
The Chief Finance Officer (Section 151)
Monitoring Officer
Chief Legal & Democratic Services Officer

The remuneration paid to the Authority’s permanent senior employees is as follows:
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Salary, Fees &
Allowances

Expenses &
Other
Payments

Total
Remuneration
Excluding
Pension
contributions

Pension
Contributions

Richard Carr—
ChiefExecutive
2013/14
2012/13

181,300
181,331

1,300
1,062

182,600
182,393

43,331
39,705

Gary Alderson —
Director of Substainable
Communities

2013/14

2012/13

0
130,340

440

0
130,780

0
28,544

Edwina Grant —

Deputy Chief Executive &
Director of Childrens
Services

2013/14

2012/13

153,988
153,904

1,241
598

155,229
154,502

36,713
33,641

Julie Ogley —
Director social Care,
Health & Housing
2013/14

2012/13

140,562
140,561

827
613

141,389
141,174

33,594
30,783

Charles Warboys —
ChiefFinance Officer
(S151)

2013/14

2012/13

89,973
89,082

833
1,170

90,806
90,252

21,503
19,509

John Atkinson —
Monitoring Officer
2013/14

2012/13

83,952
70,903

544
572

84,496
71,475

10,596
15,528

Alan Fleming —
BEAR & Programme
Director

2013/14

2012/13

130,744
101,457

1,450
1,814

132,194
103,271

18,279
22,788

Marcel Coiffait —
Director of Community
Services

2013/14

96,833

394

97,227

23,143

Deb Clarke —

Director of Improvement&
Corporate Services
2013/14

101,250

299

101,549

Melanie Clay — ChiefLegal
& Democratic Services
Officer

2013/14

39,058

39,058

9,335

Jason Longhurst— Director
of Regeneration & Business
Support
2013/14

9,821

9,821

2,348

Total
2013/14
2012/13

1,027,481
867,578

6,888
6,269

1,034,369
873,848

198,842
190,498
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Alan Fleming —Business Services Director left the Council in January 2014 and the
above includes a redundancy payment made in year.
Marcel Coiffait —Director of Community Services commenced April 2013
Deb Clarke - Director of Improvement & Corporate Services commenced in a
permanent role in July 2013, prior to which she was the Interim Assistant Chief
Executive. She was paid £50k from April to July 2013 (£170k in 2012/13) which
included fees for Deb Clarke and a margin for the interim management company.
Melanie Clay - Chief Legal & Democratic Services Officer commenced October 2013.
Jason Longhurst - Director of Regeneration & Business Support commenced
February 2014.
There were no other payments in either year to Senior Officers in relation to bonuses.
The Council’s other employees (excluding those individuals listed above within senior
employees) receiving more than £50k remuneration for the year (excluding
employer’s pension contributions) were paid in the following bands:
2012/13 2013714 2012/13 2013714
Number of Number of
Number of temporary temporary
Number of —
— permanent employees and employees and
permanent employees interim interim
employees EMDIOVEES —_—= e p—
managers managers
£50,000-£54,999 51 41 9 15
£55,000-£59,999 31 24 17 13
£60,000-£64,999 40 33 18 17
£65,000-£69,999 8 6 5 5
£70,000-£74,999 6 8 5 6
£75,000-£79,999 4 8 3 6
£80,000-£84,999 4 4 3 3
£85,000-£89,999 5 4 3 0
£90,000-£94,999 2 0 0 4
£95,000-£99,999 0 1 0 5
£100,000-£104,999 1 0 5 1
£105,000-£109,999 0 1 0 1
£110,000-£114,999 2 0 1 0
£115,000-£119,999 0 0 1 0
£120,000-£124,999 0 0 0 0
£125,000-£129,999 0 0 0 0
£130,000-£134,999 0 0 0 0
£135,000-£139,999 0 0 1 0
£140,000-£144,999 0 0 1 0
£145,000-£149,999 0 0 1 1
£150,000-£154,999 0 1 0 0
Total 154 131 73 77

This table above includes redundancy costs for employees who have now left the
Council’'s employment.

Exit Packages:

The total cost of £816k in the table below includes all exit packages that have been
agreed, accrued for and charged to the Authority's Comprehensive Income &
Expenditure Statement for the current year. The Authority's Comprehensive Income
& Expenditure Statement does not include any provision for exit packages, however
there is an earmarked reserve established for this purpose.
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The table below includes all benefits on termination, i.e. redundancy, pay in lieu of
notice, severance and actuarial strain, etc.
Exit package cost band (inc. special payments) Total number of Total cost of exit
compulsory packagesin each band
redundancies by cost (£'000)

band
2012/13 2013/14 2012/13 2013/14

£0-£20K 54 50 416 294
£20- £40K 13 6 342 177
£40- £60K 2 4 94 189
£60- £80K 2 0 139 0
£80- £100K 3 0 266 0
£100- £150K 0 0 0 0
£150- £200k 0 1 0 156
Total 74 61 1,257 816

32. External Audit Costs

The Council has incurred the following costs in relation to the audit of the Statement
of