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Explanatory Foreword

1. The Statement Of Accounts

The accounts for 2010/11 have been produced in line with a new Code of Practice
on Local Authority Accounting in the United Kingdom (the Code) for 2010. This is
in accordance with International Financial Reporting Standards (IFRS). The main
changes include :-

the format of the financial statements being redesigned to reflect the
requirements of IFRS

revised accounting treatment for grants and contributions — grants and
contributions received for capital purposes being recognised as income
immediately rather than being deferred and matched with depreciation

employee benefits being accounted for as they are earned, including
holiday pay

a greater emphasis on component accounting around the classification of
property, plant and equipment.

The accounts consist of the following financial statements:

a)

b)

c)

d)

Statement of responsibilities for the Statement of Accounts
This sets out the respective responsibilities of the Council and its officers for
the preparation and approval of the Statement of Accounts.

Annual governance statement

This statement provides a continuous review of the effectiveness of the
Council's governance framework including the system of internal control and
risk management systems, so as to give assurance on their effectiveness
and/or address identified weaknesses.

Statement of accounting policies
The purpose of this Statement is to explain the basis of the figures in the
Accounts. It outlines the accounting policies that have been adopted.

The ‘core’ financial statements

Movement in Reserves Statement

This statement shows the movement in the year on different reserves held by
the Authority. These are analysed into ‘usable reserves’ i.e. those that can be
applied to fund expenditure or reduce local taxation and other ‘unusable’
reserves. The Surplus or (Deficit) on the Provision of Services line shows the
true economic cost of providing the Authority’s services, details of which can
be found in the Comprehensive Income and Expenditure Statement. These
are different from the statutory amounts required to be charged to the Council
Fund Balance when the Council sets the annual revenue budget. The Net
Increase/Decrease before Transfers to Earmarked Reserves line shows the
statutory Council Fund Balance before any discretionary transfers to or from
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earmarked reserves undertaken by the Authority. This shows that the total
Council fund balance has increased by £0.017m.

The Comprehensive Income & Expenditure Statement

This statement shows the cost in the year of providing services in accordance
with generally accepted accounting practices, rather than the amount to be
funded in cash terms when the budget is set. Therefore, some caution is
required in interpreting this statement as the cost of services shown includes
items such as depreciation on the fixed assets owned by the Authority and the
estimated cost of the shortfall on the pension scheme which are not directly
funded by the Council Tax payer.

For 2010/11, the Authority showed a surplus on the Comprehensive Income
and Expenditure Statement of £51.367m. This does not however reflect the
budgeted financial position of the Council, as it includes charges for pension
costs and capital charges.

Balance Sheet

This shows the Council’s financial position as at 31 March 2011, where the net
worth was £163.147m. The statement summarises the Council’'s assets and
liabilities, the balances and reserves at the Council’s disposal, its long-term
indebtedness and the fixed and net current assets used in the Council’s
operations. Reserves are reported in two categories. ‘Usable Reserves’ can
be used by the Authority to provide services subject to the need to maintain a
prudent level of reserves. The second category, ‘Unusable Reserves’, are not
available to provide services. This includes reserves that hold unrealised gains
and losses on assets, where amounts would only become available to provide
services if the assets are sold.

Cash Flow Statement

This explains the financial position in cash terms and shows that the Council’s
cash position had increased by £2.083m.

The Notes to the Accounts

These are disclosures relating to the financial statements and include
pensions and financial instruments disclosures.

Funding Council Services

The Council incurs two types of expenditure — revenue expenditure and
capital expenditure.

Revenue expenditure covers spending on the day to day costs of services
such as staff salaries, maintenance of buildings and general supplies and
equipment. This expenditure is paid for by the income received from council
tax payers, business ratepayers, the fees and charges made for certain
services, and by grants received from government.
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Capital expenditure covers spending on assets such as roads,
redevelopment and the major renovation of buildings. These assets will
provide benefits to the community for several years and the expenditure is

largely financed by borrowing and capital grants.

a) Revenue spending on council services

Where the money came from.....

Revenue Funding 10-11

15%

26%

58%

1%

@ Revenue Support Grant

m General Government
Grants

O Council Tax

O Net Proceeds of Non-
Domestic Rates

Where the money was spent........

Revenue Expenditure 10-11

3% 4% 49

18%

51%

@ Children

@ Communities

O Wellbeing

O Finance and Property

m ICT & Customer Contact
@ Corporate Development &

Partnership
m Legal and Regulatory

Seniices
O Precepts & Levies

m General Contingencies

m Capital Financing

In 2010/11, the net spend on revenue services was £207m. This compares to
£209m anticipated when the budget was set resulting in a £2m under-spend
on Directorate Budgets. The overall position for the Authority was an under-
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spend of £0.017m after allowing for appropriation to Earmarked Reserves,
additional income from council tax and investment income.

The following table shows how the actual expenditure on services during
2010/11 compared with the budget set for the year. Explanations are provided
for significant differences between spend and budget.

Comparison of actual spend with budget 2010/11

Original Budget Revised Actual | Variance
Budget Transfers Budget

10/11 In Year 10/11 10/11 10/11

£'000 £'000 £'000 £'000 £'000
Directorates
Children 115,847 538 116,385 115,670 (715)
Communities 25,865 363 26,228 25,903 (325)
Wellbeing 43,010 (23) 42,987 42,982 5)
Finance and Property 6,286 (108) 6,178 5,235 (943)
ICT & Customer Contact 6,777 439 7,216 7,304 88
Corporate Development & Partnership 4,323 38 4,361 4,168 (193)
Legal and Regulatory Senvices 5,591 108 5,699 5,714 15
Total Directorate Budgets 207,699 1,355| 209,054 206,976 | (2,078)
Precepts & Levies 7,184 7,184 7,169 (15)
General Contingencies 9,324 (1,275) 8,049 9,409 1,360
Capital Financing 10,215 (80) 10,135 9,634 (501)
Net Expenditure 234,422 -| 234,422 233,188 | (1,234)
General Government Grants (1,383) (1,383) (1,383) -
NNDR Discretionary Rate Relief 46 46 47 1
Appropriation to/(from) Resenes (570) (570) 2,393| 2,963
Net Budget 232,515 - 232,515 234,245 1,730
Rewvenue Support Grant (143,036) (143,036)] (143,036) -
Non Domestic Rates (37,714) (37,714) (37,714) -
Council Tax (51,765) (60,751) (62,498)| (1,747)
Net (Under)/Overspend on Services - - (8,986) (9,003) (17)

Revised budgets differ from those set at the beginning of the year as they
reflect any budget transfers from central funds and reserves to cover
unplanned expenditure, along with transfers between Directorates resulting
from realignment of responsibilities.

Reasons for differences between budget and spend

The financial position as at 31 March 2011 showed an under-spend on service
expenditure within the year of £2.1m. This is explained in the following way:-
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» Children’s Directorate

The net revenue budget for the directorate for 2010/11 was £116.385m. The
actual outturn was £115.670m, resulting in a net under-spend of £715k which
represents 0.61% of the net budget.

The main reason for this is the influx of grant income into the directorate of £592k
at year end, both from external sources, (£242k from Welsh Government at the
end of March) and the re-allocation of grants to offset expenditure in other service
areas because of under-spends on the Cymorth and Flying Start budgets.

The main variances are detailed below:

Learning

Inclusion and Behaviour Support

Part of the additional funding of £500k for additional learning needs has been
retained centrally to meet projected over-spends on Special Education Needs
(SEN), (namely ancillary support and out-county places) as set out in the budget
strategy.

There is an over-spend of £146k on the provision of ancillary support to schools,
because of increased demand on the service, particularly in respect of the
behaviour support budget. The Authority has a statutory duty to provide support
identified on a pupil’s statement of special educational need, and will continue to
support inclusion into mainstream school where appropriate. There is also an
over-spend on the home tuition budget of £116k, £56k because of increased
service demand and £60k for redundancy costs arising from service restructuring.
A further over-spend of £54k arose on the behaviour support service due to the
need to cover staff vacancies.

Transition
There is an under-spend of £50k on the On-Track project due to the retirement of
the project manager in September 2010, and the ensuing vacancy.

School Improvement General

There is an overall under-spend of £322k.The Better Schools Fund grant was
reduced by 33% in 2010/2011. This released a share of the authority's 40%
match funding, which was retained centrally to offset directorate over-spends
elsewhere. This was supplemented by under-spends on the school advisory
service, both internally and the joint ESIS service.

Strategic Partnerships and Commissioning

School Meals and Milk Service

There is an under-spend on this service of £126k. This has arisen because of
increased sales of meals and income from the free breakfast initiative and other
Welsh Government grants being used to offset core catering costs. There are 9
more breakfast clubs than in the previous year (41 compared to 32). They all
contribute to core management costs.

Strategic Management
There are small under-spends on business strategy, planning and resources,
management support and caretaking support services, totalling £46k, as a result
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of delays in filling staff vacancies, and management action to reduce general
spend. There is also an under-spend in the planning and resources section
relating to staff vacancies of £19k, and £46k under-spend as a result of reduced
expenditure on school modernisation projects. There was, however, an over-
spend of £54k on retirement / severance costs in schools.

Home to School Transport

There is an under-spend of £218k on the home to school / college transport
budget. It is sometimes difficult to forecast accurately the cost of this service,
because of the impact of inclement weather and the timing of school INSET
days.

Supply Costs — Maternity Cover
There is an under-spend of £138k due to demand for supply cover being less
than forecast.

Safeguarding and Family Support

The total net over-spend on the Safeguarding and Family Support Services was
£769k. This has reduced by about £525k from previous projections. The authority
received a revenue grant of £242k from Welsh Government at the end of March
to be used to offset costs on children’s services. The grant was set against
expenditure on out of county placements. The increased demand on the out of
county residential placement budget resulted in an over-spend of £1,099k. In
addition, the £100k budget reduction anticipated in 2009/10 as a result of
reviewing childrens in house residential services has not been achieved in full.
There is also an over-spend of £202k on Independent Fostering Agency
placements, £118k over-spend on in-house placements, and an over-spend of
£291k on commissioning and social work employee budgets.

The spending pressures have been partially mitigated by savings linked to the In
House Fostering team, safeguarding and family support administration services
and Youth Offending Service, along with an under-spend of £255k on other child
and family services because of budgeted adoption placement fees being less
than anticipated.

Contingent Provision

Funding, earmarked for prudential borrowing to meet the requirements of the
Schools Modernisation Programme, was retained for 2010/11 and held centrally.
This was used to mitigate directorate over-spends, specifically in Special
Education Needs and safeguarding and family support services.

» Wellbeing Directorate

The 2010/11 outturn position for the Wellbeing Directorate is a net £5k under-
spend on a total budget £42.987m. This is made up of a £263k over-spend on
Adult Social Care offset by a £269k under-spend on Healthy Living services. The
Adult Social Care over-spend is mainly due to increased demand for services and
a shortfall in achieving some efficiency savings. The under-spend in Healthy
Living services is mainly because of reduced costs of Adult Community learning
courses and further cost savings/income generation in Sport and Recreation.
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The main variances are detailed below:

Adult Social Care

Older People
The over-spend on residential care is £534k. Whilst new independent sector

placements (196) were largely offset by deaths & discharges (192), the number of
self funders reduced by 25 across the year resulting in a decrease in average
income and an overall over-spend of £354k.There was also a shortfall of £58k
against the Continuing Health Care target savings and a net over-spend of £122k
on BCBC Homes for Older People, mainly because of the ending of some
placements made by other Local Authorities which has reduced income.

The over-spend on non residential care is £219k. This includes, an over-spend of
£74k on home care and direct payments which would have been higher but for
additional "one off" funding contributions from Health to the Community Integrated
Intermediate Care Service. There was a shortfall in achieving budget strategy
savings in home care and day care of £145k.

Physical Disability and Sensory Impairment

There is an over-spend on Home Care/Direct Payments of £51k, which has been
offset by under-spends of £74k on residential care and of £122k in respect of staff
turnover and vacancy savings plus other "one off" funding contributions from
Health.

Learning Disability

The overall position shows a balanced budget but this includes some significant
variations. There is an over-spend on residential care of £292k, of which £175k
related to an inability to achieve Continuing Health Care savings and £117k
incurred to meet specialist placement costs. In addition, Direct Payments
exceeded budget by £66k. This was offset by a reduction in Supported Living
services costs of £316k, mainly because of a reduction in the number of service
users and required support hours and an under-spend of £54k in Day Services
because of staff turnover.

Mental Health

There was an under-spend of £119k. The number of residential placements was
lower than expected during the year resulting in an under-spend of £49k and
there was an under-spend of £70k on staffing budgets.

Other Services, Management and Central Services

There was an under-spend of £237k on these services, mainly because of
Directorate action to manage staff vacancies/turnover. In addition, additional
contributions were required towards the joint service base at Trem y Mor.

Healthy Living

The under-spend was £269k. This included £84k on Adult Community Learning
due to the impact of running shorter courses, thus saving on tutor and other
running costs whilst maintaining the same level of fees and charges income. In
addition, the under-spend of £153k on Sport and Recreation services stemmed
mainly from reduced running costs and salary costs during the refurbishment of
Maesteg Pool combined with a combination of smaller initiatives to save costs and
increase income.
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» Communities Directorate

The 2010/11 outturn position shows a net under-spend of £325k (1.2%) against
the net revenue budget of £26.2m. This under-spend includes the cost of
responding to the severe winter weather and the resulting requirement to repair a
large number of potholes, part of which was met by additional grant received from
Welsh Government. The remaining costs were largely absorbed by the Highways
service as a result of increased profits made by the Direct Service Organisation
(DSO) on works carried out for the South Wales Trunk Road Agency, including
additional work on snow clearance on the M4 motorway and the A470.

The main variances are detailed below:

Regeneration & Development

An over-spend of £147k occurred in the Development service due to a downturn
in the level of planning application fee income received to date. This has been
offset by an under-spend of £336k across other Regeneration & Development
services as a result of staff vacancies which were being held in preparation for
budget cuts required in 2011/12.

Within the Housing & Community Development service there was an over-spend
of £60k on the cost of temporary accommodation for homeless people which was
more than offset by savings due to staff vacancies within the service. Budget
growth has been allocated to meet the additional costs of temporary
accommodation in 2011/12.

Street Scene

Streetworks

There was an under-spend on the Streetworks service area of £587k as a result
of savings from the new waste contract along with additional income from trade
waste customers.

Highways Maintenance

There was a net over-spend on Highways Maintenance of £128k mainly as a
result of the costs associated with the severe winter weather The costs of snow
clearance and additional salt were £470k. These costs were partly offset by a
grant from Welsh Government and additional income from the Highways Direct
Service Organisation because of extra work carried out for the South Wales
Trunk Road Agency.

Car Parking
Car park income for 2010/11 was £130k less than that received in 2009/10 and

£100k less than anticipated in the budget. The downturn was almost entirely due
to reduced usage of Bridgend town centre car parks. In addition, the running
costs of the car parks exceeded budget by £59k due to additional maintenance
requirements. The combined effect of these issues has resulted in a shortfall
against budget of £199k.
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Transportation and Engineering

A shortfall in fee income of £168k within the Transportation & Engineering
division, along with a projected over-spend of £65k on the bus station has been
partly offset by savings on supported bus services of £75k. The reduction in fee
income can largely be attributed to the fact that it is no longer possible to recover
the full charge out rates for engineers on European Union (EU) funded schemes,
a situation that will affect most Welsh Local Authorities. Unless this issue can be
resolved nationally this will continue to be an issue for this Directorate due to the
large number of EU funded schemes that are due to be completed in the next few
years.

» ICT and Customer Care

The net revenue budget for 2010/11 is £7.216m. The actual outturn was £7.304m,
resulting in an over-spend of £88k. This was mainly due to additional staffing
costs in relation to office caretaking duties and CCTV monitoring.

» Property and Finance

The net revenue budget for 2010/11 is £6.178m. The actual outturn was £5.235m,
resulting in an under-spend of £943k.

The main variances are detailed below:

Revenues Division

There is an under-spend of £280k (0.62% of the budget) on payments made to
Housing Benefit Claimants; this resulted from additional housing benefit subsidy
being claimed following improved claims management. In addition, the actual
summons and court fee income for recovery of council tax was £130k more than
anticipated when the budget was set.

Accountancy and Internal Audit
There is an under-spend of £387k arising from a decision not to fill vacant posts
pending finalisation of revised staffing structures and likely budget reductions
required in the 2011/12 budget.

Property Division
There is a net under-spend across the property division of £140k, comprising a
£70k under-spend on employee budgets and a £70k increase in income.

» Corporate Development & Partnerships

The net revenue budget for the service for 2010/11 is £4.361m. The actual
outturn was £4.168m, resulting in an under-spend of £193k. This was mainly due
to under-spends on employee budgets resulting from the vacancies being held
Ito mitigate budget reductions as part of the 2011/12 budget strategy.

> Legal & Regulatory Services

The net revenue budget for the Legal & Regulatory Services Division for 2010/11
is £5.699m. The actual outturn was £5.714m, resulting in small over-spend of
£15k. The increased costs of litigation of £128k and reduction in land registry
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search fee income of £79k were offset by applying a strict vacancy management

policy.

» Capital Financing and Other Central Costs

e There was a reduction in capital financing costs of £501k, as delays in
capital expenditure meant that there was less long term borrowing
required than originally forecast resulting in an under-spend on Interest

Paid.

e The general contingency budget was over-spent by £1,360k due to a
need to increase the Major Claims provision for Equal Pay/Job

Evaluation and the pension fund.

e The appropriations to reserves relate to contributions to the major claims
earmarked reserve together with the establishment of new Earmarked

Reserves for Directorates.

b) Capital spending in 2010/11

In addition to spending money providing services on a day to day basis, the
Council also spends money providing new facilities, enhancing assets within
the Council’s portfolio or providing capital grants to others. The total capital
spending during 2010/11 was £29.9 m. Assets created, improved or work in

progress as a result of this spend included:
Bridgend Day Centre
Office Accommodation

Pencoed Park & Ride
Safe Routes to Schools

Where the money came from...........

Primary Schools’ Amalgamations

13%

40%

Capital Funding 2010-11 %

O Borrowing

W External Grants & Cont.

O Capital Receipts
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What the money has been spent on.......

Capital Expenditure 10-11

2% @ Children
29% B Communities
O Wellbeing

15%
10%
O Housing

B Finance & Property
O ICT & Customer Contact

22% 21%

c) Borrowing arrangements and sources of funds

Each year, in accordance with the Local Government Act 2003, and the
Prudential Code, the Council is required to set limits in relation to:-

» Authorised limit for borrowing;
» Exposure to fixed and variable interest rates;
» Various other prudential indicators.

The limits set at the start of the financial year were as follows:-

Authorised limit for External Debt £160m
Operational Boundary for External Debt £134m

As can be seen from the Balance Sheet, long term borrowing totalled £93.5m
as at 31 March 2011.

The Council is required under the Local Government and Housing Act 1989 to
prepare a Treasury Management Strategy for the forthcoming year. The
Council’'s Treasury Management Practices allows the Council to raise funds
from a variety of sources, including the money market and the European
Investment Bank. The Section 151 Officer is authorised to take the most
appropriate form of borrowing from approved sources within the overall
borrowing limits set by Council.

12
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3. The Council’s reserves

The financial reserves held by the Authority as at 31 March 2011 can be
summarised as follows:

Opening Movement Closing
Balance Balance
£000 £000 £000
Council Fund 7,141 17 7,158
Delegated Schools 4,258 261 4519
Earmarked
Reserves 11,460 4,848 16,308
Total Reserves 22,859 5,126 27,985

The Delegated Schools Balances represent amounts held by schools that are
committed to be spent on the Education service and not available to the
Authority for general use. As part of the requirements of the Financial Scheme
for Schools, schools have been asked to provide reasons for holding these
balances. Reasons can include issues such as falling rolls, negative
retrospective adjustments and planned initiatives.

Further information about earmarked reserves can be found in notes of the
main financial statements.

4. Pension Fund Liability

Disclosure information about retirement benefits in the Statement of Accounts
is based on FRS 17. The pension fund liability that is disclosed in the Balance
Sheet is the total projected deficit that exists over the expected life of the fund.
The deficit will change on an annual basis dependent on the performance of
investments and the actuarial assumptions that are made in terms of current
pensioners, deferred pensions and current employees. The Pension Liability
for 2010/11 is £226.1 million (£291.3 m 2009/10).

5. Changes in Accounting Policies

For 2010/11, the Authority has moved from producing its accounts from a UK
GAAP (Generally Accepted Accounting Practice) to an IFRS (International
Financial Reporting Standards) basis.

6. The Impact of the Current Economic Climate on the Authority

The Council’'s Medium Term Financial Plan indicates that there will need to be
budget reductions of £17m over the next three years. These budget
reductions are challenging and a number of proposals are dependent on re-
engineering and remodelling services. It is important that proposals are
progressed as quickly as possible and timescales adhered to. In addition, the
potential impact of Job Evaluation on the medium term budget is a significant
concern. The level of balances held is sufficient to enable the Council to
respond to unforeseen eventualities but the council fund balance must be
retained at around the current level. Service spending must be controlled

13
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within budgets to ensure that the financial position of the Council is not
compromised. Whilst projections of future funding have been made available

these are only indicative estimates and the position could change for future
years.

14
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The Statement of Responsibilities for
The Statement of Accounts

The Authority’s responsibilities

The Authority is required to:

e Make arrangements for the proper administration of its financial affairs and to
secure that one of its officers has the responsibility for the administration of
those affairs. In this Authority that officer is the Assistant Chief Executive -
Performance and Section 151 Officer.

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

e Approve the Statement of Accounts.

The Assistant Chief Executive - Performance and Section 151 Officer’s
Responsibilities

The Assistant Chief Executive — Performance and Section 151 Officer is responsible for
the preparation of the Authority’s Statement of Accounts in accordance with proper
practices as set out in the CIPFA/LASAAC Code of Practice on Local Authority
Accounting in the United Kingdom (the Code).

In preparing this Statement of Accounts, the Assistant Chief Executive - Performance
and Section 151 Officer has:

e selected suitable accounting policies and then applied them consistently

e made judgements and estimates that were reasonable and prudent

e complied with the local authority Code.

The Assistant Chief Executive - Performance and Section 151 Officer has also:
e kept proper accounting records which were up to date
o taken reasonable steps for the prevention and detection of fraud and other
irregularities.

The Assistant Chief Executive - Performance and Section 151 Officer should sign and
date the Statement of Accounts, stating that it gives a true and fair view of the financial
position of the authority at the reporting date and of its income and expenditure for the
year ended 31 March 2011.

Assistant Chief Executive - Performance and Section 151 Officer’s Certificate
| certify that the Statement of Accounts presents a true and fair view of the financial
position of Bridgend CBC at 31 March 2011.

Signed :
Assistant Chief Executive - Performance and Section 151 Officer
Date :
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3.1

Annual Governance Statement 2010/11

Scope of Responsibility

Bridgend County Borough Council is responsible for ensuring that its business is
conducted in accordance with the law and proper standards, and that public money
is safeguarded, properly accounted for and used economically, efficiently and
effectively.

The Council also has a duty under the Local Government (Wales) Measure 2009 to
secure continuous improvement in the exercise of its functions in terms of strategic
effectiveness, service quality, service availability, fairness, sustainability, efficiency
and innovation.

This builds upon the principles set out by the Welsh Government (WG) under the
Wales Programme for Improvement (WPI) and the vision for public service delivery
as set out in the ‘Making The Connections’ report.

In discharging its overall responsibilities, the Council is also responsible for
ensuring that it has in place a sound system of internal control which facilitates the
effective exercise of its functions and which includes arrangements for the
management of risk.

A Code of Corporate Governance has been developed, which is consistent with the
framework developed by the Chartered Institute of Public Finance and Accountancy
(CIPFA) and the Society of Local Authority Chief Executives (SOLACE). It also
incorporates the “Making the Connections” governance principles and values set
out by the Welsh Government (WG).

The Purpose of the Governance Framework

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

The system of internal control is a significant part of that framework and is designed
to avoid inappropriate use or loss of public funds. It also assists manage the risk of
failure to achieve policies, aims and objectives. It does not eliminate all risk; the
system of internal control is designed to identify and prioritise risks, evaluate the
likelihood of those risks materialising and to manage their impact.

The following paragraphs summarise the governance framework and the system of
internal control, which has been in place within the Council for the year ended 31%
March 2011. The description of the arrangements in place is built around the core
principles set out in the Council’s Code of Corporate Governance.

The Governance Framework
The six principles of corporate governance that underpin the effective governance

of all local authority bodies as defined by CIPFA and SOLACE, incorporating the
WG governance principles (shown in italics) are as follows:

16
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3.2
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4.2

4.3

4.4

e Focusing on the Council’'s purpose and on outcomes for the community and
creating and implementing a vision for the local area; (Putting the Citizen First),
(Achieving Value for Money).

e Members and officers working together to achieve a common purpose with
clearly defined functions and roles; (Knowing Who Does What and Why);

e Promoting values for the Council and demonstrating the values of good
governance through upholding high standards of conduct and behaviour; (Living
Public Service Values);

e Taking informed and transparent decisions which are subject to effective
scrutiny and managing risk; (Fostering Innovation Delivery);

e Developing the capacity and capability of Members and officers to be effective;
(Being a Learning Organisation);

e Engaging with local people and other stakeholders to ensure robust public
accountability; (Engaging with Others);

The Council has followed these principles and has identified the following points
whilst gathering evidence to gain assurance that governance within the Authority is
robust.

Principle 1 - Focusing on the purpose of the Authority and on outcomes for
the community and creating and implementing a vision for the local area
(Putting the Citizen First; Achieving Value for Money).

The Council has published its Corporate Plan and Improvement Objectives which
are aligned to the needs of the local community. In accordance with requirements,
the Council has worked with its partners to develop and implement the Community
Strategy to promote the economic, social and environmental well being of its area.
This work was led by the Local Service Board and provides an inter agency
approach to improve the quality of life of residents of the County Borough over ten
years to 2020.

Whilst the Community Strategy provides the over-arching framework, the Council
has a central role to play. The agenda is a complicated one as differing and often
conflicting priorities have to be dealt with when decisions are being made. In
setting its improvement objectives, the Council must take into account a number of
factors including service demands, legislative requirements, community wishes, the
priorities of partner organisations, together with the expectations of the Welsh
Government and regulatory bodies. The Corporate Plan adopted in 2010 is aligned
with the Community Strategy and provides focus and direction for all the Councils
services, elected Members, employees, partner organisations, service users and
other stakeholders.

The Council’'s Improvement Objectives must be reviewed on an annual basis and
this work gives direction for Directorate Business Plans. Arrangements are in place
for progress against the improvement objectives to be reviewed on a quarterly
basis.

The Council has adopted a Medium Term Financial Plan for the period 2011/12 and
2013/14 The Plan provides the financial framework for the next 3 years and the
budget strategy for the next financial year. The annual revenue budget together
with the capital programme enables the Council to align its financial resources with
its priorities. Quarterly budget monitoring reports are submitted to Cabinet and to
Scrutiny Committees, with Corporate Resources and Improvement Scrutiny
Committee nominated as the lead Scrutiny Committee.
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4.5

4.6

4.7

4.8

5.1

Priorities for service improvement are identified in Directorate Business Plans and
there are a range of projects in progress to ensure these are achieved. The
corporate programme management board is overseeing a number of major
initiatives including:

School modernisation;

Adult Social Care Remodelling;
Porthcawl Regeneration;

Job Evaluation;

Reconfiguring Leisure Services.

The Auditor General’'s Annual Improvement Report on the Council was published in
January 2011. The reports main message is that the Council is improving in a
number of areas. It has particular strengths in the way political and managerial
leaders have worked together to tackle some longstanding issues, the way it plans
its services, the way it works with other organisations and the way it manages its
money. While progress is being made there are still areas that need further
development if future improvement is to be secured; including developing a robust
approach to business planning and refining future arrangements for performance
management and workforce planning.

Activity that demonstrates commitment to Principle 1 - “Putting the Citizen First”,
included:

e Ongoing use made of the Citizens’ Panel and extensive public engagement
activity undertaken within areas such as Regeneration, HSCWB strategy, CYP
Plan, Community Safety;

Development of draft Citizen Engagement Strategy;

e Customer contact centre as focal point for customer engagement;

Consultation activity with customers — e.g. focus groups on future of library
services;

e Work of the Homelessness REP engaging with users, registered social
landlords, providers and other stakeholders.

Other significant points that support compliance with Principle 1 in 2010/11 include
work undertaken with partner agencies to develop a new Compact with the
Voluntary Sector. A new contract for the collection and disposal of waste entered
into with May Gurney. Extensive engagement was also undertaken in the year with
stakeholders and service users of Adult Social Care and Healthy Living services.

Principle 2 - Members and Officers working together to achieve a common
purpose with clearly defined functions and roles (Knowing Who does What
and Why).

The Council aims to ensure that the roles and responsibilities for governance are
defined and allocated so that accountability for decisions made and actions taken
are clear. It operates a Leader and Cabinet system within which:

- The Council sets the overall budget and appoints the Leader of Council;
- The Council appoints the Cabinet and allocates portfolios;

- Scrutiny Committees advise on policy formulation and hold the Cabinet to
account in relation to specific matters. They may also review areas of
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activity which are not the responsibility of the Cabinet or matters of wider
local concern;

- Regulatory Committees (e.g. Licencing, Development Control) are in
place to determine matters as defined within the Council’s Constitution;

- The Cabinet makes decisions within this framework but some decisions
are delegated to individuals in the Cabinet, committees of the Cabinet or
officers;

- Clear arrangements are in place to record decisions made by Cabinet
Members and officers under delegated powers;

There is a Standards Committee to promote high standards of conduct and support
members’ observation of the Model Code of Conduct.

The Constitution is at the heart of the Council’s business and assigns responsibility
within the Authority. It also provides a framework that regulates the behaviour of
individuals and groups through codes of conduct, protocols and standing orders.

The Constitution is a comprehensive document that is kept under continual review
by the Monitoring Officer. It provides a point of reference for individuals and
organisations both inside and outside the Council. Its Rules of Procedure set the
overall framework and in general are not subject to frequent change. Procedural
rules and codes of conduct outline how the Constitution will be put into effect.
Whilst the Constitution is required by statute, its content is not fully prescribed. The
Council is satisfied that it is consistent with statute, regulations and guidance. To
ensure continued compliance, the Assistant Chief Executive — Legal and Regulatory
Services is the Monitoring Officer appointed under Section 5 of the Local
Government and Housing Act 1989.

All Committees have clear terms of reference that set out their roles and
responsibilities and work programmes to undertake. The Audit Committee provides
assurance to the Council on the effectiveness of the governance arrangements, risk
management framework and internal control environment.

The Council’'s Chief Executive (as Head of Paid Service) leads the Council’s officers
and chairs the Corporate Management Board.

All staff, including senior management, have clear terms and conditions of
employment and job descriptions which set out their roles and responsibilities.
Terms and conditions of employment are monitored by Human Resources.

The Assistant Chief Executive — Performance is the Section 151 Officer appointed
under the 1972 Local Government Act and carries overall responsibility for the
financial administration of the Council. This role was previously assigned to the
Head of Property and Finance who retired in February 2011. The corporate finance
function provides a range of support to departments and determines the budget
preparation and financial monitoring process.

The Monitoring Officer carries overall responsibility for ensuring compliance with the
law and his staff work closely with departments to advise on legal matters.

19



Statement of Accounts

2010/11

5.10 The Corporate Governance diagnostic published by WAO in 2010 identified that the

5.11

6.1

6.2

6.3

6.4

6.5

6.6

Council was able to demonstrate a number of positive indicators under Principle 2
and these included:

e Mature relationship — senior officers and cabinet members understand each
others roles

e Strong leadership from leader, cabinet and Chief Executive

e Corporate directors and Management Board collectively have a clear sense of
direction

e Improved quarterly business review and planning processes, aligned with
Improvement Plan

¢ Role of scrutiny in policy development is beginning to evolve.

However the review also identified that the collaborative culture at the top of the
organisation needs to be cascaded down to become evident in all service areas.

Principle 3 - Promoting Values for the Council and Demonstrating the Values
of Good Governance through upholding High Standards of Conduct and
Behaviour (Living Public Service Values).

The Council’'s core values encapsulated in the acronym FACE demonstrate the
Council’'s commitment to the Public Service values. The good governance
diagnostic found that 90% of staff and Members surveyed believe the Council core
values were clearly set out and that openness and transparency runs through the
organisation.

The behaviour of elected members and officers is governed by codes of conduct,
which include a requirement for declarations of interest to be made.

The Council takes fraud, corruption and maladministration very seriously and has
the following policies, which aim to prevent or deal with such occurrences;

Anti-Fraud and Corruption Policy

Whistleblowing Policy

HR policies regarding the disciplining of staff involved in such incidents
Corporate Complaints Policy

Conduct of Members is monitored by the Public Services Ombudsman and the
Council’s Standards Committee, which also hears allegations of misconduct by
members.

A corporate complaints policy is in place for the Council to receive and investigate
complaints made against it and this is overseen by the Monitoring Officer.

The Audit Committee helps raise the profile of internal control and risk management
within the Council. This enhances public trust and confidence in the financial
governance of the Council. The Terms of Reference in place for the Committee
were revised in 2010 and are consistent with the core responsibilities as
recommended by CIPFA.
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Principle 4 - Taking Informed and Transparent Decisions which are subject to
effective scrutiny and Managing Risk (Fostering Innovative Delivery).

The Council’'s Constitution sets out how the Council operates and the process for
policy and decision-making. Within this framework, key decisions are made by the
Cabinet. All Cabinet meetings are open to the public (except on the limited
occasions where items are exempt or confidential).

All decisions made by the Cabinet are taken on the basis of written reports,
including assessments of the financial, and equalities implications. Consultation
(including with ward members when appropriate) is a routine part of the process.

The decision-making process is monitored by five Overview and Scrutiny
Committees, which support the work of the Council as a whole. The Council’s
Constitution provides for the Chairs of these committees to be held by individuals
that are not of the same political party as the Administration. The members of a
Scrutiny Committee can “call in” a decision that has been made by the Cabinet but
not yet implemented. They may recommend that the Cabinet reconsider the
decision. They may also be consulted by the Cabinet or the Council on forthcoming
decisions and on the development of policy.

Other decisions are made by Cabinet Members individually or by officers under
delegated powers. The authority to make day-to-day operational decisions is
detailed within the Schemes of Delegation.

Policies and procedures that assist govern the Council’'s operations include
Financial Regulations, Procurement procedures and the Risk Management Policy.
All managers have responsibility to ensure compliance with these policies.

The Council has a well-developed performance management framework linking the
Community Strategy to the Corporate Plan and then to Directorate, Service and
Team Plans. Links to the appraisal process can be readily established for middle
and senior managers.

The diagnostic work undertaken by the Wales Audit Office reveled that the Council
has shown an appetite for challenging and improving services. The findings also
reflected the fact that a high percentage of Members and senior officers believe the
Council strives to achieve more innovative ways of delivering services.

The Council has developed a robust approach to the management of risk and the
risk management policy is aligned with Directorate Business Plans and the
Council’s performance management framework. All risks identified are assessed
against the corporate criteria.

Risks are viewed from both a Service and Council-wide perspective which allows
the key risks to be distilled into a Corporate Risk Register. Most major risks are
managed within one of the key strategic programmes. The Risk Manager regularly
reviews the register and the action being taken to mitigate the risks.

The main risks currently facing the Council include:
¢ Impact of the recession and using resources effectively

e School Modernisation
e Remodelling of Adult Social Care
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Implementing a new pay and grading system (Job Evaluation)
Supporting Vulnerable Children

Maintaining Infrastructure

Reconfiguring Leisure Services

Impact of Homelessness

The Council’s approach to Risk Management ensures that key risks are considered
within the determination of Council priorities, targets and objectives. All of this
serves to inform the development of the Regulatory Plan and the Council’'s own
Improvement Plan.

The financial management of the Council is conducted in accordance with all
relevant legislation and its Constitution. In particular, the financial procedure rules
and Contract procedure rules and the scheme of delegation provide the framework
for financial control. The Assistant Chief Executive — Performance has
responsibility for establishing a clear framework for the management of the
Council’s financial affairs and for ensuring that arrangements are made for their
proper administration. As part of its performance management framework, the
Council links the strategic planning process with the budget process and ensures
alignment between them, facilitating the allocation of resources to corporate
priorities. Chief Officers are responsible for financial management within their
respective services. Monthly financial monitoring is undertaken and quarterly
reports are produced for Cabinet and Scrutiny Committees. This work informs the
production of the statutory Annual Statement of Accounts.

Principle 5 - Developing the Capacity and Capability of Members and Officers
to be Effective (Being a Learning Organisation).

The Council aims to ensure that members and officers of the Council have the
skills, knowledge and capacity they need to discharge their responsibilities. New
members and staff are provided with an induction to familiarise them with protocols,
procedures, values and aims of the Council.

There is a Member Development Strategy, which provides a framework for
supporting elected members in the roles that they are required to undertake both
within, and outside, the Council. The Strategy assists members to develop and
strengthen their ability to be confident and effective political and community leaders.

The Council’'s Staff Appraisal System enables individuals to understand how they
contribute to achieving the aims of the Council. The process recognises that most
actions are delivered by individuals working in teams to achieve set priorities. The
Appraisal system is an important part of the Council’s Performance Management
Framework.

During 2010, the Council was awarded ‘Charter status’ for its Member development
and the arrangements in place to support members in their roles. A number of
initiatives are now being taken forward including Personal Development plans for
Members, annual reports and a mentoring scheme in advance of the 2012
elections.

The Council maintains a set of management standards that seek to promote High

Performing Behaviours. These are built around the ‘FACE’ core values and
underpin the Leadership and Management Development training that is provided.
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9. Principle 6 - Engaging with local people and other stakeholders to ensure
robust public accountability (Engaging with Others);

9.1 The Council is committed to understanding and learning from the views of the
public. Consultation processes enable views of stakeholders to inform policies and
service delivery. The Council’'s planning and decision-making processes are
designed to include consultation with stakeholders. The Council’s Citizen
Engagement Strategy will provide a framework for engagement activities, which are
undertaken by the Council and will support work being done in this area by the
Local Service Board.

9.2 Arrangements for consultation and for gauging local views are extensive; significant
activity is undertaken by the Strategic Partnerships. Elected members offer
surgeries, or equivalent means of providing assistance, for their constituents. The
Community Strategy was drawn up in consultation with stakeholders across the
area.

9.3 During 2010/11 the Council has consulted on a wide range of issues including the
following (this list is not exhaustive):

Regeneration plans;

Health Social Care and Wellbeing Strategy;

Children and Young People Plan;

Community Safety issues;

School modernisation/reorganisation

Streetscene services;

Recycling;

Future provision of Library services;

‘Scrutiny Committees’ Research and Evaluation panels;

9.4 The Council operates a corporate complaints procedure and uses this to identify
areas where service quality is not satisfactory, and to take action to improve.

10. Review of Effectiveness

10.1 The Council has responsibility for reviewing the effectiveness of its governance
framework including the system of internal control. This is informed by the work of
Internal Audit and chief officers within the Authority who have responsibility for the
development and maintenance of the internal control environment, and also by
comments made by the external auditors and other review agencies and
inspectorates.

10.2 Key elements of the process are:

e The Cabinet (as Executive) who are responsible for considering overall
financial and performance management and receive comprehensive reports
on a regular basis. The Cabinet is also responsible for key decisions and
for initiating corrective action in relation to risk and internal control issues.

e A resourced Scrutiny function which holds the Cabinet to account. Corporate
Resources and Improvement Scrutiny Committee is responsible for
maintaining an overview of financial performance including value for money.
The Community Safety and Governance Scrutiny Committee maintain an
overview of cross-cutting matters.
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e The Audit Committee which provides the focus for reviewing the
effectiveness of the system of internal control. This is primarily based upon
reviewing the work of Internal Audit and receiving reports from the Council’s
external auditors. The Committee met regularly throughout the year and
provide independent assurance to the Council in relation to the effectiveness
of the risk management framework, internal control environment and
governance matters.

Internal Audit undertakes a continuous audit of Council services, which are
assessed and prioritised according to relative risk. This risk assessment draws
upon the corporate and service risks identified as part of the Service planning
process. In carrying out its duties, Internal Audit complies with the Chartered
Institute of Public Finance and Accountancy (CIPFA) 2006 Code of Practice for
Internal Audit in Local Government in the United Kingdom.

The unit also provides an independent and objective assurance service to
management. It completes a programme of reviews throughout the year to
provide an opinion on the internal control, risk management and governance
arrangements. In addition, the unit undertakes fraud investigation and is
proactive in fraud detection work. This includes reviewing the control environment
in areas where fraud or irregularity has occurred. Significant weaknesses in the
control environment identified by Internal Audit are reported to senior
management, the Audit Committee and the Cabinet as appropriate.

As part of the normal audit reporting process, recommendations are made and
agreed with the relevant chief officers to address any issues that could impact
upon the system of internal control. Furthermore, the Assistant Chief Executive —
Performance as S151 Officer provides regular updates and an annual report to
the Audit Committee summarising any significant internal control issues.

The Wales Audit Office’s Annual Improvement Report is considered by the
Corporate Management Team, Cabinet, Scrutiny and the Audit Committee. Audit
Committee also receives the Appointed Auditor’s ISA 260 report, which supports
the external audit of the Council’'s Annual Statement of Accounts. Other external
regulatory agencies such as CSSIW and Estyn also provide advice on specific
service areas.

The Cabinet and Scrutiny Committee functions provide a further mechanism for
review and challenge of any issues that may impact upon the system of internal
control. Scrutiny Committees establish Research and Evaluation panels (such as
that set up to review budget options); they undertake reviews of specific areas of
Council operations and make recommendations to Cabinet for improvement.
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Significant Governance Issues

During 2010/11 Internal Audit undertook a review of corporate governance and
this work involved a review of the arrangements in place during 2009/10. The
audit findings were that the Council was in compliance with the requirements of
the CIPFA/SOLACE framework.

The Annual Internal Audit Opinion as reported to the Audit Committee in May
2011 stated that based on the work undertaken “it can be concluded that the
Council’'s key systems of internal control are operating satisfactorily and there
have been no fundamental breakdowns of controls”.

Looking to the future, the challenges involved in delivery of the £17m savings
identified in the Medium Term Financial Plan cannot be overstated. To ensure
these savings are delivered the Council is:

e Reviewing its Improvement Objectives in the light of the reduced level of
resources available;

e Identifying more effective and innovative ways of working, including
developing collaborations and partnerships with other organisations;

e Challenging existing working practices and methods of service delivery (e.g.
via the Workwise initiative);

e Seeking the views of its stakeholders on proposals for remodelling or

reconfiguring services;

Identifying savings in management and administrative costs;

Exploring further use of IT to deliver business efficiencies;

Continuing to manage major changes via the corporate programmes;

Developing a workforce plan that is cognisant of the implications for service

delivery as a result of increased collaborative working;

e Developing a Strategic Equality Plan by March 2012;

e Reviewing its Business Continuity Plan.

Key to success will be a robust process of monitoring and scrutiny to ensure that
the savings are achieved with minimal impact upon the end user.
Notwithstanding the overarching risk associated with Funding Levels, there are
certain specific risks, the mitigation and progress of which will be of critical
importance for the Council to manage in the ensuing financial year. The most
significant financial risk being the impact of job evaluation and equal pay claims.
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Certification of Annual Governance Statement

We propose over the coming year to take steps to address the above matters to
further enhance our governance arrangements. We are satisfied that these steps
will address the need for improvements that were identified in our review of
effectiveness and will monitor their implementation and operation as part of our
next annual review.

Signed:

Section 151 OffiCer...ccivviiiiiiiiiiiiiiiiisin s rann s ranarnnrrns Date.......cceeuuree.
Chief Executive OffiCer........vviiiriiiiiriiiriniiinssrnnnnerns Date...............
Leader of the CoUuNCil........ccvvviiiiiiiiiiiiirnsirn s rennnsrenas Date...............
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Statement of Accounting Policies

1. General principles

The Statement of Accounts summarises the Authority’s transactions for the
2010/11 financial year and its position at the year end of 31 March 2011. The
Authority is required to prepare an annual Statement of Accounts by the Accounts
and Audit (Wales) Regulations 2005 which require to be prepared in accordance
with proper accounting practices. These practices comprise the Code of Practice
on Local Authority Accounting in the United Kingdom (the Code) 2010/11 and the
Best Value Accounting Code of Practice 2010/11 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.

2. Accruals of income and expenditure

Activity is accounted for in the year that it takes place, not simply when cash
payments are made 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.

. Revenue from the 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.

. 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.

. 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.

. 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.

. 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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3. Provisions, Contingent Liabilities and Contingent Assets
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 example, 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
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 and 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 (eg 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 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.

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.
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4, 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 Council Fund Balance 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 Council Fund Balance 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, employee and retirement benefits and do not
represent usable resources for the Authority — these reserves are explained in the
relevant policies.

5. Government grants and 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:
o the Authority will comply with the conditions attached to the payments,
and
o the grant / contribution will be received.

Amounts recognised as due to the Council are not credited to the Comprehensive
Income and Expenditure Statement until conditions attached to the grant or
contribution have been satisfied. Conditions are stipulations that specify that the
future economic benefits or service potential embodied in the asset acquired
using 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 Council 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.
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6. 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 and bonuses 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 entitlement earned by
employees but not taken before the financial year-end which employees can carry
forward into the next financial year. The accrual is charged to the Surplus or
Deficit on the Provision of Services, but then reversed out through the Movement
in the 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 Non Distributed Costs line in the Comprehensive Income
and Expenditure Statement when the Authority is demonstrably committed to the
termination of the employment of an officer or group of officers or making an offer
to encourage voluntary redundancy.

Where termination benefits involve the enhancement of pensions, statutory
provisions require the Council Fund balance 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 two separate pension schemes. Both
schemes provided defined benefits to members (retirement lump sums and
pensions), earned as employees worked for the Authority.

e The Teachers’ Pension Scheme, administered by Teachers’ Pensions on
behalf of the Department for Education (DfE). The arrangements for this
scheme mean that liabilities for benefits cannot ordinarily be identified
specifically to the Authority. The scheme is therefore accounted for as if it
were a defined contributions scheme and no liability for future payment 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 in
the year.

e The Local Government Pension Scheme - Other Employees are members of
the Rhondda Cynon Taf County Borough Council Pension Fund. The Local
Government Scheme is accounted for as a defined benefit scheme:-
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The liabilities of the pension scheme attributable to the Authority are
included in the Balance Sheet on an actuarial basis using the projected
unit method i.e. an assessment of the future payments that will be
made in relation to retirement benefits earned to date by employees,
based on assumptions about mortality rates, employee turnover rates,
etc and projections of projected earnings for current employees.
Liabilities are discounted to their value at current prices, using a
discount rate.
The assets of the pension fund attributable to the Authority are
included in the Balance Sheet at their fair value:-

i. Quoted securities — current bid price

ii. Unquoted securities — professional estimate

iii. Property — market value
The change in the net pensions liability is analysed into seven

components:-
i. Current service cost — the increase in liabilities as result of
years of service earned this year — allocated in the

Comprehensive Income and Expenditure Statement to the
services for which the employees worked

ii. Past service cost — the increase in liabilities arising from current
year decisions 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

ii. Interest Cost — the expected increase in the present value of
liabilities during the year as they move one year closer to being
paid — debited to the Financing and Investment Income and
Expenditure section in the Comprehensive Income and
Expenditure Statement

iv. Expected Return on Assets — the annual investment return on
the fund assets attributable to the Authority, based on an
average of the expected long-term return — credited to
Financing and Investment Income and Expenditure section in
the Comprehensive Income and Expenditure Statement

v. Gains/Losses on Settlements and Curtailments — the result of
actions to relieve the Authority of liabilities or events that
reduce the expected future service or accrual of benefits of
employees — debited or credited to the surplus or deficit on the
Provision of Services in the Comprehensive Income and
Expenditure Statement as part of Non Distributed Costs

vi. Actuarial Gains and Losses — changes in the net pensions
liability that arise because events have not coincided with
assumptions made at the last actuarial valuations or because
the actuaries have updated their assumptions — debited to the
Pensions Reserve

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

In relation to retirement benefits, statutory provisions require the Council Fund
balance to be charged with the amount payable by the Authority to the
pension fund 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
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for the cash paid to the pension fund and any amounts payable to the fund but
unpaid at the year end. The negative balance that arises on the Pensions
Reserve thereby measures the beneficial impact to the Council Fund of being
required to account for retirement benefits on the basis of cash flows rather
than as benefits earned by employees.

e The Authority also 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 any member of staff (including teachers) are
accrued in the year of the decision to make the award and accounted for
using the same policies as are applied to the Local Government Pension
Scheme.

7. VAT

Income and expenditure excludes any amounts related to VAT, as all VAT
collected is payable to Her Majesty’s Revenue and Customs and all VAT paid is
recoverable from them.

8. Overheads and support services

The costs of overheads and support services are charged to services that benefit
from the supply or service in accordance with the costing principles of the CIPFA
Best Value Accounting Code of Practice 2010/11 (BVACOP). For 2010/11, most
support service costs have been apportioned by a variety of methods. The most
important being:

e actual use of support service

e estimated staff deployment, in some cases backed by formal time recording
systems

e apportionments based on related financial or physical quantities (e.g.
employee numbers, number of deliveries etc)

Support services defined as Corporate and Democratic Core and Non-Distributed
Costs are not chargeable to direct services in accordance with the BVACOP.
» Corporate and Democratic core are costs relating to the Authority’s status
as a multi-functional, democratic organisation.
» Non distributed costs are the costs of discretionary benefits awarded to
employees retiring early and any impairment losses chargeable on Assets
Held for Sale.
These two categories are defined in BVACOP and accounted for as separate
headings in the Comprehensive Income and Expenditure Statement as part of the
Net Expenditure on Continuing Services.

9. Property, Plant and Equipment

Assets that have physical substance and are held for use in the production or
supply of goods or services, for rental to others, or for administrative purposes
and that are expected to be used during more than one financial year are
classified as Property, Plant and Equipment.
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Recognition

Expenditure on the acquisition, creation or enhancement of Property, Plant and
Equipment is capitalised on an accruals basis, provided that it is probable that the
future economic benefits or service potential associated with the item will flow to
the Authority and the cost of the item can be measured reliably. Expenditure that
maintains but does not add to an asset’s potential to deliver future economic
benefits or service potential (i.e. repairs and maintenance) is charged as an
expense when it is incurred.

Measurement

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 cost of assets acquired other than by purchase is deemed to be its fair value,
unless the acquisition does not have commercial substance (ie 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 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 revalued 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.

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.
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Impairment

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:

. 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)

. 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 (i.e. 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:

. buildings — Depreciated on a straight-line basis according to estimated
asset lives (ranging from 1 to 79 years) based on the value at the start of
the year except for land, which is not depreciated.

. vehicles, plant, furniture and equipment — Depreciated on a straight-line
basis according to estimated asset lives (ranging from 3 to 10 years).

. infrastructure — Depreciated on a straight-line basis over 30 years on
Bridges and 15 years on Roads.

Where an item of Property, Plant and Equipment asset has major components
whose cost is significant in relation to the total cost of the item, 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 revalued immediately before
reclassification and then carried at the lower of this amount and fair value less

34



Statement of Accounts

2010/11

10.

costs 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 previous 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. The receipts are 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 Council 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 fixed assets is fully provided for under separate arrangements for capital
financing. Amounts are appropriated to the Capital Adjustment Account from the
Council Fund Balance in the Movement in Reserves Statement.

Charges to revenue for non-current assets

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

e depreciation attributable to the assets used by the relevant service

e 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.

The Authority is not required to raise council tax to fund depreciation, revaluation
or impairment losses or amortisation. However, it is required to make an annual
prudent provision from revenue to contribute towards the reduction in its overall
borrowing requirement. This is detailed in the Council’s Annual Minimum Revenue
Provision Statement and is equal to at least 4% of the underlying amount
measured by the adjusted Capital Financing Requirement for supported
borrowing and based on the asset life for unsupported borrowing. Depreciation,
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revaluation and impairment losses and amortisations are therefore replaced by
this 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.

Revenue Expenditure Funded from Capital Resources under statute

Expenditure incurred during the year that may be capitalised under statutory
provisions but does not result in the creation of non-current assets has been
charged as expenditure to the relevant service in the Comprehensive Income and
Expenditure Statement in the year. Examples of such expenditure include home
improvement grants, town improvement grants, demolitions and land feasibility
studies. Where the Authority has determined to meet the cost of these from
existing capital resources or by borrowing, a transfer in the Movement in
Reserves Statement from the Council Fund Balance to the Capital Adjustment
Account then reverses out the amounts charged so there is no impact on the level
of council tax.

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 acharge 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 section 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
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(where ownership of the asset does not transfer to the authority at the end of the
lease period).

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 Council 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

Operating Leases

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 (eg 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.

Financial Liabilities

Financial liabilities are initially measured at fair value and carried at their
amortised cost. Annual charges to the Financing and Investment Income and
Expenditure Section of 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. For most of the borrowings that
the Authority has, this means that the amount presented in the Balance Sheet is
the outstanding principal repayable together with any accrued interest and interest
charged to the Comprehensive Income and Expenditure Statement for the year
according to the loan agreement.

The Authority has three Lender’'s Option Borrower’s Option loans (LOBOs) with
stepped interest rates. An effective interest rate has been used for these so that
these are remeasured amounts for the LOBOs on the Balance Sheet.

Where premiums and discounts on early repayment have been charged to the
Comprehensive Income and Expenditure Statement, regulations allow the impact
on the Council Fund 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 was repaid. The
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reconciliation of amounts charged to the Comprehensive Income and Expenditure
Statement to the net charge required against the Council Fund Balance is
managed by a transfer to or from the Financial Instruments Adjustment Account
in the Movement in Reserves Statement.

Financial Assets

Loans and Receivables are assets that have fixed or determinable payments but
are not quoted in an active market. They are initially measured at fair value and
carried at their amortised cost. Annual credits to the Income and Expenditure
Account for interest receivable are based on the carrying amount of the asset
multiplied by the effective rate of interest for the instrument.

Inventories and Long Term Contracts

Inventories are included in the Balance Sheet at the lower of cost and net
realisable value. Work in progress is subject to an interim valuation at the year
end and recorded in the Balance Sheet at cost plus any profit reasonable
attributable to the works.

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.

Private Finance Initiatives (PFI)

PFl 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 the PFlI scheme 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 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 amounts payable to the PFI operators each year are analysed as follows:-

e 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 Financing and Investment Income and Expenditure
section of the Comprehensive Income and Expenditure Statement

e payment towards the liability — applied to write down the Balance Sheet
liability towards the PFI operator

PFl assets are subject to MRP. The Annual MRP Policy for the Authority has

deemed this charge to be equivalent to the finance lease liability written down for
the year.
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PFI1 Credits
Government grants received for PFlI schemes, in excess of current levels of
expenditure, are carried forward as an earmarked reserve to fund future
expenditure.

Joint Arrangements

The Council has administrative responsibilities for County Borough Supplies and
Coychurch Crematorium. Independent financial statements continue to be
prepared and audited for each of these joint committees. The activities of these
joint arrangements are excluded from the Council's single entity financial
statements on the basis of materiality of both assets and population.

Council Tax Income

All Council Tax income is shown in the Comprehensive Income and Expenditure
Statement of the Authority with the major preceptors’ precepts (South Wales
Police) being included as expenditure.

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.

Cash and Cash Equivalents

Cash is represented by cash in hand and deposits with financial institutions
repayable without penalty of notice of not more than 24 hours. Cash equivalents
are investments that mature in no more than a month or less from the date of
acquisition and that are readily convertible to known amounts of cash with
insignificant risk of change in value.

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.

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
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when the Statement of Accounts is authorised for issue. Two types of events can
be identified:

° 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

. 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.

Foreign Currency Translation

Where the Authority has entered into a transaction denominated in a foreign
currency, the transaction is converted into sterling at the exchange rate applicable
on the date the transaction was effective. WWhere amounts in foreign currency are
outstanding at the year-end, they are reconverted at the spot exchange rate at 31
March. Resulting gains or losses are recognised in the Financing and Investment
Income and Expenditure line in the Comprehensive Income and Expenditure
Statement.

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
revalued 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 Council Fund Balance.
However, revaluation and disposal gains and losses are not permitted by statutory
arrangements to have an impact on the Council Fund Balance. The gains and
losses are therefore reversed out of the Council 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.

Exceptional Items

When items of income and expense are material, their nature and amount is
disclosed separately, either on the face of the Comprehensive Income and
Expenditure Statement or in the notes to the accounts, depending on how
significant the items are in relation to the Authority’s financial performance.
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Accounting Standards that have been Issued but not yet Adopted

The adoption of FRS 30 Heritage Assets by the Code will result in a change of
accounting policy that requires disclosure in line with the Code. An authority shall,
where material, disclose the following items :-

e narrative, related to the authority’s specific circumstances, explaining that
heritage assets are to be recognised as a separate class of assets for the
first time in the 2011/12 financial statements, in accordance with FRS 30

e the carrying amount of assets expected to be classified as heritage assets,
and their classification in the 2010/11 financial statements

o the expected amount of any revaluation gains and losses to be recognised
on the reclassification, and

o the expected change in depreciation and impairment to be recognised in
2010/11.

Critical Judgements in Applying Accounting Policies

In applying the accounting policies set out above, 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 high degree of uncertainty about future levels of funding for local
government. However, the Authority has determined that this uncertainty is not yet
sufficient to provide an indication that the assets of the Authority might be
impaired as a result of a need to close facilities and reduce levels of service
provision.

The Authority is deemed to control the services provided under the outsourcing
agreement for the provision of a Comprehensive School in Maesteg and also to
control the residual value of the school at the end of the agreement. The
accounting policies for PFI schemes and similar contracts have been applied to
the arrangement and the School (valued at £22.7m) has been recognised as
Property, Plant and Equipment on the Authority’s Balance Sheet.

The Authority has examined all its existing leases under IAS 17 and as a result
some have been reclassified as finance leases. This was as a result of evaluating
that the present value of the minimum lease payments amounted to substantially
all of the fair value of the leased assets. The value of these finance leases as at
31 March 2011 is £387k.
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Movement in Reserves Statement For Years Ended 31 March 2010 & 2011

Council Earmarked Capital Capital Total Unusable Total
Fund GF Receipts Grants Usable Reserves Authority Notes
Balance Reserves Reserve Unapplied | Reserves Reserves
£'000 £'000 £'000 £'000 £'000 £'000 £'000

Balance at 31 March 2009 7,137 16,231 14,307 269 37,944 81,933 119,877
Movement in Reserves during 2009/10

Surplus or (deficit) on provision of services (54,952) - - - (54,952) - (54,952)
Other Comprehensive Expenditure and Income - - 1,000 - 1,000 40,482 41,482
Total Comprehensive Expenditure and Income (54,952) - 1,000 - (53,952) 40,482 (13,470)
Adjustments between accounting basis & funding basis under regulations 55,833 - (323) 6 55,516 (55,516) -
Net Increase/Decrease before Transfers to Earmarked Reserves 881 - 677 6 1,564 (15,034) (13,470)
Transfers to/from Earmarked Reserves (877) 554 - - (323) 323 -
Increase/Decrease in 2009/10 4 554 677 6 1,241 (14,711) (13,470)
Balance at 31 March 2010 carried forward 7,141 16,785 14,984 275 39,185 67,222 106,407
Movement in Reserves during 2010/11

Surplus or (deficit) on provision of services 51,367 - - - 51,367 - 51,367
Other Comprehensive Expenditure and Income - - (140) 240 100 5,273 5,373
Total Comprehensive Expenditure and Income 51,367 - (140) 240 51,467 5,273 56,740
Adjustments between accounting basis & funding basis under regulations (45,424) (3,237) (144) (48,805) 48,805 -
Net Increase/Decrease before Transfers to Earmarked Reserves 5,943 - (3,377) 96 2,662 54,078 56,740
Transfers to/from Earmarked Reserves (5,926) 5,689 - (237) 237 -
Increase/Decrease in 2010/11 17 5,689 (3,377) 96 2,425 54,315 56,740
Balance at 31 March 2011 carried forward 7,158 22,474 11,607 371 41,610 121,637 163,147
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Comprehensive Income and Expenditure Statement 2010/11

2009/10 2010/11
Gross Gross Net Gross Gross Net
Expenditure | Income |Expenditure Expenditure | Income |Expenditure| Notes
Restated |Restated| Restated Restated |Restated
£'000 £'000 £'000 £'000 £'000 £'000
180,612| (44,455) 136,157|Children's and Education Senices 160,192 (36,923) 123,269
56,421| (20,228) 36,193|Adult Social Care 54,519 (17,560) 36,959
30,354 (11,462) 18,892|Highways, Roads and Transport Senices 27,069 (6,702) 20,367
50,341| (47,296) 3,045|Housing Senices 49,269| (46,645) 2,624
42,147 (25,759) 16,388 Central Senvices to the Public 30,608 (21,839) 8,769
60,700| (27,010) 33,690(Cultural, Environmental and Planning Senices 61,667 (25,144) 36,523
6,588 (710) 5,878|Corporate and Democratic Core 5,692 (200) 5,492
530 530[Non-Distributed Costs (62,110) (62,110)
427,693( (176,920) 250,773|Cost Of Services 389,016 (217,123) 171,893
Other Operating Expenditure
8,530 8,530|Payments of precepts 8,986 8,986 2
7,100 7,100|Levies payable 7,169 7,169 2
713 713|Gain/loss on disposal of non current (fixed assets) (956) (956)
16,343 - 16,343| Other Operating Expenditure 15,199 - 15,199
Financing and Investment Income and Expenditure
4,724 4,724|Interest payable on debt 4,751 4,751
41 41|Interest element of finance leases (lessee) 26 26

1,619 1,619|Interest payable on PFI unitary payments 1,593 1,593 10

26,430 26,430(Pensions interest costs 27,840 27,840
(11,030) (11,030)|Expected return on pension assets (18,480) (18,480)

(669) (669)|Investment Interest income (490) (490)
24,031| (24,496) (465)|Gain/loss on trading accounts (not applicable to a senice) 18,724| (19,456) (732) 3
45,146| (24,496) 20,650({Financing and Investment Income and Expenditure 34,454 (19,946) 14,508

Taxation and Non-Specific Grant Income
(138,312) (138,312)|RSG (143,036) (143,036) 4
(59,095) (59,095)| Council tax (62,498) (62,498) 6
(35,937) (35,937)|NNDR (37,667) (37,667) 7
2,679 2,679|Recognised capital grants and contributions (8,383) (8,383) 5
(2,149) (2,149)|Non senvice related government grants (1,383) (1,383) 5
- (232,814) (232,814)| Taxation and Non-Specific Grant Income -| (252,967) (252,967)
489,182| (434,230) 54,952|(Surplus) or Deficit on Provision of Services 438,669( (490,036) (51,367)
(114,091)Surplus or deficit on revaluation of non current assets 4,427
Actuarial gains/ losses on pension assets / liabilities
69,130(- Matching the entry to the pensions reserve (9,700)
917|Other Comprehensive Income and Expenditure (100)
10,908| Total Comprehensive Income and Expenditure (56,740)
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Statement of Accounts 2010/11
Balance Sheet for Years Ended 31 March 2009, 2010 and 2011
1 April |31 March 31 March
2009 2010 2011 Notes
£'000 £'000 £'000
Property, Plant & Equipment 19
317,140 | 391,345 - other land and buildings 384,577
4,741 4,262 - vehicles, plant, furniture and equipment 4,287
109,445 | 101,797 - infrastructure 94,385
3,135 3,244 - community assets 3,305
638 668 - finance leases 387
9,233 6,045 - assets under construction 14,099
6,703 15,012 - surplus assets not held for sale 14,517
Investment Property 20
6,272 2,813 - Investment property 3,094
Long Term Debtors
203 160 Housing Advances 116 21
457,510 | 525,346 |Long Term Assets 518,767
22,436 10,078 [Short Term Investments 13,027 36
707 -|Assets held for sa