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Executive Summary:

A report on the Council’s revenue and capital outturn for the financial year

was reported to Cabinet on the 8 June 2010. This report being presented for
Audit Committee’s approval is the statutory form of accounts — the ‘Statement
of Accounts’, which the Council is required to produce for audit and publication.
The Accounts and Audit Regulations require that the accounts are available for
public inspection for four weeks and this year the period of inspection
commences on 5 July. The audit is due to commence on the same day.

The Draft Statement of Accounts for 2009/10 is attached.

Corporate Plan 2010- 2014

The Council’'s expenditure forms the basis on which the Corporate Plan can be
delivered.

Implications for Medium Term Financial Plan and Resource Implications:
Including Finance, Human IT and Land:

The 2009/10 final accounts will have implications on the Medium Term
Financial Plan. The level of Working Balance and reserves will affect the level
of funding available in future years and variations in Service Expenditure will
also need to be reviewed to assess the effects on future years.




Other Implications: e.g. Section 17 Community Safety, Health and Safety,
Risk Management, Equalities Impact Assessment, etc:

N/A

Recommendations & Reasons for recommended action:

Audit Committee Approve the Statement of Accounts for 2009/10

Alternative options considered and reasons for recommended action:

None — Statutory requirement to produce and approve the Statement of
Accounts

Background papers:

Final Accounts Working Papers 2009/10

Budget Papers 2009/10

Statement of Recommended Practice 2009 (SORP)
Best Value Accounting Code of Practice2009 (BVACoP)
Outturn Report to Cabinet 8 June 2010
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Draft Statement of Accounts 2009/10

Introduction

The final revenue and capital outturn for the financial year was
presented to Cabinet on 8 June 2010. This report presented for Audit
Committee’s approval is the statutory form of accounts — the ‘Statement
of Accounts’, which the Council is required to produce for audit and
publication. The Accounts and Audit Regulations require that the
accounts are available for public inspection for four weeks and the
period of inspection commences on 5 July 2010. The external audit of
the accounts also commences on 5 July 2010.

Although forming part of the published Statement of Accounts, the
Annual Governance Statement is being presented separately to this
Audit Committee for approval.

The Accounts and Audit Regulations require the authority’s Chief
Finance Officer to seek approval of the accounts by a Committee of the
Council. Advice from the External Auditor is that under the Local
Government Act 2000 (Statutory Instrument Sl 2853), the function of
approval should not be the responsibility of an authority’s executive i.e.
cannot be the Cabinet. Therefore, for Plymouth it should be either the
Audit Committee or Council to approve the accounts. The final date for
approval of the accounts is 30 June 2010.

Accounting Code of Practice

The statements must be prepared in line with the Code of Practice on
Local Authority Accounting produced by the Chartered Institute of Public
Finance and Accountancy (CIPFA), which is represented by two key
documents:

o The Statement of Recommended Practice (SORP) applicable for
the 2009/10 accounts;

o The Best Value Accounting Code of Practice (BVACOP), which
was introduced in 2000/01, and has been updated for 2009.

SORP

The main changes included in the 2009 SORP applicable to Plymouth’s
accounts are as follows:

Accounting for PFI and similar schemes

In the past local authorities have been able to account for PFI schemes
as ‘off balance sheet’ transactions. However under International
Financial Reporting Standards (IFRS) the assets created under these
schemes will generally be required to be recognised on an authority’s
Balance Sheet where the authority has control over the services
provided within the contract and the asset reverts to the authority at the
end of the PFI contract.
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2.2.5

A corresponding liability will be created in the Balance Sheet to reflect
the financing provided by the PFI operator. The 2009 SORP has
adopted the IFRS in advance of the move to full IFRS accounting,
bringing local authorities in line with the Government and Health Sectors
and enabling consistency of treatment within the IFRS based Whole of
Government Accounts consolidation.

Regulations to offset any impact on authorities funding positions have
been put in place by the Department for Communities and Local
Government (DCLG). These regulations enable the statutory minimum
revenue provision (MRP) charge to be based on a sum equal to the
annual PFI liability payment.

Plymouth currently has one PFI scheme, the schools at Woodview
campus and Riverside primary, operated by Pyramid Consortium.

Accounting for local taxes

The 2009 SORP includes detailed requirements for accounting for
council tax and NNDR.

e Council Tax

Authorities should account for Council tax income as an agent for
the major preceptor’s.

e NNDR
Authorities should account for NNDR as an agent for the
Government.

Financial Liabilities

Long term financial liabilities due to be settled within 12 months after the
Balance Sheet date are to be presented within current liabilities.

Removal of Disclosure Notes

The following disclosure notes have been removed:
Section 137 expenditure

Expenditure on Publicity

The Building control Account

BID schemes

Officer Remuneration

The SORP 2009 requires the disclosure of officer remuneration to be in
accordance with legislative requirements.
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Regulation 4 of the Accounts and Audit (Amendment No2) ( England)
Regulations (S1 2009 No 3322) introduces a new legal requirement to
increase transparency and accountability in Local Government for
reporting remuneration of senior employees and senior police officers.
The new Regulations came into force on 31 March 2010 and require
more detailed information to be disclosed in relation to Senior Officers of
the Council. The new disclosure is provided in Note 11 page 72 of the
single entity accounts.

The changes for PFI and local taxation are required to be applied
retrospectively and the accounts for 2008/09, together with the relevant
disclosure notes, have been restated.

Note 1 to the accounts, page 63 outlines the impact in more detail.
BVACOP

The BVACOP for 2009 has removed the service category ‘Court and
Probation Services’. These costs are now required to be shown within
‘Central Services to the Public’.

Difference from Outturn Report

The statutory accounts report the same period and ‘bottom line’ as the
outturn report presented to Cabinet on 8 June 2010, but differs
substantially in presentation terms. The main reasons for the differences
are:

o Accounting for Pensions
Financial Reporting Standard (FRS) 17 requires the full liabilities
of the pension fund to be reflected in the financial statements.
Whilst the Council’'s management accounts include the cost of the
employers actual annual pension contributions, FRS 17 requires
these costs to be reversed out of service costs in the Income and
Expenditure Account, and replaced by ‘costs’ of current service
based on information provided by the pension fund actuary.

o Capital Charges and Support Service Charges
Capital Charges and support service charges are allocated to
services in the statutory accounts however, except for Housing
and trading accounts, these charges are excluded from the
Council’s management accounts.

o Notional Interest — trading Accounts
A notional interest charge was made to Trading Services within
the management accounts. This has then been reversed for the
statutory accounts to follow the requirements of the SORP.
However the transfers to and from reserves have been adjusted
to ensure there is no overall impact on the bottom line General
Fund position.
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o Premiums and Discounts on the Early Repayment of debt
Premiums and discounts resulting from the early repayment of
debt, ie during debt rescheduling exercises, must be written out in
the year they arise unless the replaced loan meets a strict test of
modification. Regulations enable the impact of this to be reversed
out ‘below the line’ and replaced with the charge actually made to
the management accounts.

o Soft loans
An adjustment is made to the interest payments received under
loans that the Council has made to organisations at less than
market rate. The payments in the statutory accounts are made on
an effective interest rate, but are reversed out below the line and
replaced with the actual repayments made as reflected in the
management accounts.

o Variable rate loans eq LOBO'’s
The interest payable on variable rate loans is made to the
statutory accounts on an effective interest rate. The difference is
reversed out below the line to be replaced with the actual
payments made.

Key Messages 2009/10

Housing Stock Transfer

2009/10 saw the completion of a major transformational change project,
the transfer of the housing stock to Plymouth Community Homes on 20
November 2009. The Council transferred 14,813 dwellings, 1,458 right to
buy leases, 8 shared equity properties, 2,901 garages, 128 shops, 22
other commercial lettings, 9 housing offices and various other land
holdings. In addition, a total of 512 staff transferred to the housing
association under TUPE arrangements. The transfer has resulted in a
reduction in asset values in the Balance Sheet of £549.265m, of which
£547.686m related to properties attributable to the HRA. Further details
of the transfer and its impact on the Income and Expenditure Account,
Housing Revenue Account and Balance Sheet can be found in the notes
to the accounts. Although the transfer was effectively for nil
consideration, the Council has negotiated a share of future Right to Buy
Receipts (RTB) and VAT shelter monies as part of the transfer
arrangements. These receipts will be paid to the Council as a capital
receipt.

The removal of the assets are charged to the Income and Expenditure
Account and show as a loss on disposal. This has led to a deficit for the
year of £541.949m an increase over 2008/09 of £353.055m. However,
the written off value is not a charge against the Council Tax as the cost
of fixed assets is fully provided for under separate arrangements for
capital financing and the loss has been reversed out via the Statement of
Movement on the General Fund Balance and charged to the Capital
Adjustment Account.
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Sale of CityBus

The Council sold its shareholding in its subsidiary company, Plymouth
Citybus Ltd on 1 December 2009 to Go Ahead Group PLC for a sum of
£18.755m. In accordance with accounting standard FRS2 , the Council’s
original investment in the company (it's shares) has been carried on the
Council’'s Balance Sheet at cost of £1.290m. The net receipt has been
shown within the other operating income section of the Income and
Expenditure account as Other Income. However under separate
arrangements for capital financing the gain has been reversed out via
the Statement of Movement on the General Fund Balance to the Capital
Receipts Account.

The main impact of the sale will be on the Council’s group accounts.

Pensions Deficit

Authorities are required to show the full liability under the pension fund
on its Balance Sheet. The latest FRS17 valuation shows the deficit has
increased by a further £121.326m, or 35% and now stands at
£469.547m.

The current pension fund regulations require that contributions are set to
meet 100% of the estimated liabilities of the fund. The previous
regulations required contributions to be set to meet only 75% of the
liabilities. The increase in contributions (‘back funding’) needed to bring
the fund up to the 100% level is being phased in, which means that
contributions will continue to rise each year until the fund reaches the
100% level. At 31 March 2010 the solvency of the fund (the assets
verses liabilities) stood at 46.1% (49.2% 31 March 2009). The Council’s
annual contributions are set by an independent actuary following a
triennial review of the fund. The next review is being undertaken during
2010/11 and new contribution rates will become effective from 1 April
2011.

Reported Position

Income and Expenditure Account

The removal of the assets transferred to Plymouth Community Homes
under the stock transfer are required to be charged to the Income and
Expenditure Account and show as a loss on disposal. This has led to a
deficit for the year of £541.949m an increase over 2008/09 of
£353.055m.

However, the written off value is not a charge against the Council Tax as
the cost of fixed assets is fully provided for under separate arrangements
for capital financing and the loss has been reversed out via the
Statement of Movement on the General Fund Balance and charged to
the Capital Adjustment Account.
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The size of the deficit on the pensions fund together with the reduction in
the asset base following the stock transfer has meant a reduction in the
Council’'s net worth or reserves of £616.248m and resulted in a
‘negative’ Balance Sheet position of (E44.471m). In the private sector a
negative balance sheet would indicate insolvency of a company.

However, within local Government statutory arrangements for funding
the pensions deficit means that the deficit will be made good by
increased contributions over the remaining working life of employees, as
assessed by the Scheme Actuary. The Council continues to maintain a
general Working Balance of £11.517m equating to 5.7% of its net
revenue spend and earmarked reserves of £19.310m set aside to fund
future policy initiatives.

The underlying financial position of the Council therefore remains
healthy.

Post Balance Sheet Events

Although the Statement of Accounts shows the financial outturn position
for 2009/10 and Balance Sheet position as at 31 March 2010, the
Council is required to take into account items occurring after 31 March
2010 if they would have a material effect on the figures. The Council
has no such items to report as at 22 June 2010.

Recommendations

Audit Committee Approve the Statement of Accounts for 2009/10



	AUDIT REPORT
	Corporate Plan 2010- 2014

	(A) 2009 SOFA COVER
	(B) 2009 SOFA INDEX
	(C) 2009 EXPLANATORY FOREWORD BY THE DIRECTOR OF CORPORATE RESOURCES Pages 1-23
	Financial Year ended 31 March 2010
	INTRODUCTION
	REVIEW OF 2009/10
	General Fund Revenue Account

	Local Taxation
	Sundry Debt collection – Target 92.5%
	A BROOME


	(D) 2009 ACCOUNTING POLICIES Pages 24-43
	 STATEMENT OF ACCOUNTING POLICIES
	Local Government Pension Scheme
	Depreciation



	(E) 2009 RESPONSIBILITIES FOR THE STATEMENT OF ACCOUNTS 200809 PAGE 44
	Director for Corporate Support

	(G) 2009 CORE FINANCIAL STATEMENTS  Pages 56-61 - FINAL
	(H) 2009 NOTES TO CORE FINANCIAL STATEMENTS Pages 62-128 V2.pdf
	The provision of meals to 87 schools via local kitchens and cafeterias together with sundry catering facilities to staff.
	Manufacturing and Building Maintenance
	 Joiners Shop- supply of window frames, doors, seats, street furniture as well as timber treatment.
	Note 6 – Other Income
	Note 12– Disclosure of Audit Costs
	Plymouth City Council incurred the following fees relating to external audit and inspection:
	Note 14- Leasing 
	Note 18 –Related Party Transactions and Partnerships 
	21.1 Dedicated Schools Grant
	21.3 Other Government Grants Received for Revenue Activities
	21.4 Capital Grants & Contributions

	21.5 Government Grants Deferred  
	21.6 Section 106 Developers Contributions 

	Note 22 - Minimum Revenue Provision
	Note 23 – Capital and Fixed Assets

	23.1 Movement in Fixed Assets
	The movement in fixed assets during the year is summarised in the following table, with a further analysis of Operational and Non-Operational Assets provided below this.  Restatements for prior years relates to the addition of the PFI assets onto  the Balance Sheet. Reclassifications in year, in the main, relate to assets that were under construction in the previous year and have been completed during 2009/10. 
	26.2 Short-Term Debtors
	Note 28 - Stock and Work-in-Progress
	Note 32 – Analysis of Net Assets Employed  
	Note 33 - Provisions
	Insurance Funds



	33.2 Other Provisions
	Note 34 - Trust Funds and Special Balances 

	D. Plymouth Royal Navy and Military Free Schools Patriotic Fund Endowment
	E. Plymouth Royal Navy and Military Schools Endowment
	F. National Trust Plymbridge Woods
	Following changes to the capital finance system in 2004/05 revised accounting arrangements were agreed with the District Auditor to replenish the set aside more quickly than was required under the original timetable agreed with the auditor – which required £13.5m to be repaid by 31 March 2012. The Council has been setting aside usable capital receipts over a number of years, financing the capital programme with an equivalent amount of unsupported borrowing (thus ensuring there is no impact on overall capital resources) gradually bringing forward the timescale.  A further sum of £0.638m has been set aside in 2009/10 which has now fully restored the £34.4m required. The set aside is held within the Capital Adjustment Account.  
	35.3    Usable Capital Receipts Reserve

	Capital Allowance
	35.10   Other Earmarked Reserves 
	36.1 Income & Expenditure Account
	36.7 History of Experience Gains and Losses
	37.4 Reconciliation to Balance Sheet

	(i) 2009 SOFA HRA AND NOTES PAGES 129-140
	HOUSING REVENUE ACCOUNT INCOME AND EXPENDITURE ACCOUNT
	FOR THE YEAR ENDED 31 MARCH 2010
	Note 1 – Exceptional Items
	Note 2 - Gross Rent Income
	Note 3 - Service Charges
	Note 4 - Housing Subsidy
	Note 6 - Repairs
	The repairs figure of £10.136m includes a transfer of the surplus from the Building Maintenance trading operation of £0.691m.  Further details of the trading position are outlined in Note 5.1 in the main notes to the Core statement, pages 66 to 69.
	Note 7 - Rent Rebates
	Note 9 - Allowance for uncollectability of debt
	Note 13 - Depreciation and Impairment

	(J) 2009 COLLECTION FUND AND NOTES Pages 141-144
	NOTES TO COLLECTION FUND
	Note 1 – SORP 2009
	The 2009 SORP has introduced new requirements for accounting for Council Tax. Each authority is now required to include the appropriate shares of Council Tax debtors their individual Balance Sheets. The amount required to be shown in the income and expenditure account is the accrued income for the year, not the demand/precept agreed on the collection fund as part of the budget setting exercise. A new account has been set up- the Collection Fund Adjustment Account and differences between the amounts distributed as part of the budget process and the actual deficit/surplus on the collection fund at the year end are debited/credited to this account within the authorities Balance Sheets. 
	Changes were also introduced for accounting for NNDR, where the authority is no longer required to recognise NNDR debtors in its accounts but should instead recognise a creditor or debtor for cash collected from NNDR debtors as an agent for the government but not yet paid (or overpaid) to the Government at the Balance Sheet date. 
	The authority’s accounts for 2008/09 have been restated for this change and further details are outlined in note 1 page 63 to the core statements. 
	The changes have no impact on the Collection Fund itself.
	Note 2 - Council Tax
	Note 3 - Income Collectable from Business Ratepayers
	Note 5 - Provisions for Non Payment of Council Tax 


	(K) 2009 GROUP ACCOUNTS Pages 145-157
	Introduction
	Basis of Consolidation

	(N) 2009 GLOSSARY OF TERMS Pages 161-171
	STATEMENT OF ACCOUNTS – GLOSSARY OF FINANCIAL TERMS
	Accounting Policies





