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EXPLANATORY FOREWORD
Introduction

The explanatory foreword has been written to provide a guide to the significant matters
reported in these accounts. The Council’s accounts for the year ended 31 March 2008 are
set out on pages 29 to 74. A glossary of terms used within the accounts is provided at pages
78 to 82.

The Council’s Accounts consist of:

o A Statement of Responsibilities — this sets out the responsibilities of the authority and the
Chief Financial Officer for the accounts.

o A Statement of Accounting Policies — which explain the basis for the measurement,
recognition and disclosure of transactions within the accounts.

e The Annual Governance Statement (AGS) - this is the formal statement which
recognises, records and publishes an authority’s governance arrangements.

The accounting statements include the following :-
i) The Core Financial Statements:

» Income and Expenditure Account — shows a summary of the resources generated
and consumed by the Council in the year.

» Statement of the Movement on the General Fund Balance (SMGFB) — gives a
reconciliation showing how the balance of resources generated or consumed in the
year (i.e. from the Income and Expenditure Account) links in with statutory
requirements for raising Council Tax.

» Statement of Total Recognised Gains and Losses (STRGL) — demonstrates how
the movement in the net worth in the Balance Sheet is identified in the Income and
Expenditure Account Surplus/Deficit and in other unrealised gains and losses.

» Balance Sheet — which sets out the financial position at the year-end, showing its
balances, resources and long-term indebtedness, the fixed and net current assets
employed in its operations, together with summarised information on the fixed
assets held.

» Cash Flow Statement — which summarises all inflows and outflows of cash arising
from transactions with third parties for revenue and capital purposes.

i) The Housing Revenue Account - Income and Expenditure Account - this provides a
separate analysis of income and expenditure on Council Housing.

i) The Collection Fund which shows the collection and disbursement of the council tax
and non domestic rates.

The Financial Statements are supported by various notes to the accounts which provide
additional information to that provided in the core statements themselves.

This foreword provides a brief explanation of the financial aspects of the Council’s activities
and draws attention to the main characteristics of the Council’s financial position. In
particular, it compares the outturn results with the original approved budget and explains
substantive changes to the accounts in 2007/08.
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2. Substantive Changes introduced in the 2007/08 Accounts

The 2007/08 Financial Statements have been prepared in accordance with the Code of
Practice on Local Authority Accounting in the United Kingdom 2007, A Statement of
Recommended Practice (the 2007 SORP). The 2007 SORP introduced a number of
substantive changes to the way in which the Accounts are prepared and presented, including
the following which are applicable to North Norfolk District Council:

(i)

(ii)

(iii)

Financial Instruments — The SORP has now adopted FRS 25, FRS 26 and FRS29 which
cover the recognition, measurement, disclosure and presentation of financial
instruments within an authorities accounts. Financial instruments are contracts that give
rise to a financial asset of one party and a financial liability of the other.

The Fixed Asset Restatement Account and the Capital Financing Account have been
replaced by a Revaluation Reserve and Capital Adjustment Account from 1 April 2007.
The reason for this is to bring the SORP accounting treatment of revalued fixed assets
into line with UK Generally Accepted Accounting Practices (UK GAAP).

The balances on the Fixed Asset Restatement Account and the Capital Financing
Account have been transferred to the new Capital Adjustment Account as at 31 March
2007. The revaluation Reserve records the accumulated gains on fixed assets held
arising from increases in value.

The overall balance on the reserve represents the amount by which the current value of
fixed assets carried in the balance sheet is greater than depreciated historical cost. The
2007 SORP requires the opening balance at 1 April 2007 on this reserve to be zero.

Replacement of the Statement of Internal Control (SIC) with the Annual Governance
Statement (AGS). The SIC review’s the effectiveness of the Council’s system of internal
control and risk management. The AGS extends the coverage of the SIC to reflect how
the Council conducts its business both internally and externally in dealing with others
and is essentially the Council’s formal statement on governance arrangements.

Local Area Agreement (LAA) Grant — the 2007 SORP introduces a requirement to

disclose in the notes to the accounts sufficient information on LAA’s and Local Strategic
Partnerships to understand the financial affairs.
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3. 2007/08 Revenue Activity

The following compares the original budget for the year to the actual expenditure and
income for the General Fund Account. This is the main revenue account which represents
the day to day expenditure incurred and income received from government grants, council
tax, fees and charges in provision of local services.

(@)

General Fund

The following table shows how the Council’'s General Fund expenditure, including precepts
by parish councils and levies by other bodies, compares with the approved original budget

for 2007/08.
Original
Budget Actual Variance
£000 £000 £000
Net Expenditure on Services 15,062 14,249 (813)
Notional Charges (capital charges and 3,034 1,830 (1,204)
pension charges)
Net Cost of Services 18,096 16,079 (2,017)
Parish Precepts 1,129 1,129 0
19,225 17,208 (2,017)
Less Non Service Expenditure:

Net Interest Receivable/Payable (967) (1,377) (410)

Notional Charges (3,034) (1,830) 1,204

Net Contributions to/(from) funds etc (215) 1,170 1,385

Council Tax (including Parish (6,244) (6,244) 0

Precepts)

External Support (Government Grant) (8,627) (8,627) 0
Net (Surplus)/Deficit for year 138 300 162
Balance Brought Forward (1,315) (1,403) (88)
Balance Carried Forward (1,177) (1,103) 74

The actual net spend on services was £529,468 less than the original budget for 2007/08.
During the year the budget is monitored on a regular basis and revisions approved where
applicable.

The most significant service variances in the year include:

Second homes council tax income of £346,159 contributed by the County Council was
charged to revenue in the year and has been used as a revenue contribution to capital
to fund the housing capital programme. In previous years this was treated as a
capital contribution.

There was an overspend within coast protection of £47,490 in the year partly in
relation to storm damage which was not recoverable under insurance.

There was a significant amount of damage to a number of the Council properties
following the storms in November 2007. Insurance claims were made for some of the
repairs along with a claim under the Government’s Bellwin scheme. Under the Bellwin
scheme the Government may offer financial assistance to cover immediate
emergency works to render properties safe. After allowing for the recovery of some
costs, there still remained an amount which required funding in the year from the
Council’s own resources of £68,000.
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(b)

(iv) The Council received a Local Public Service Agreement Grant (LPSA) of £83,000 in
the year in relation to waste minimisation.

(v) There were savings within Information Communication Technology (ICT) in the year
mainly on paper costs and computer software licences. These contributed to an
underspend of £69,157 for the service which allowed funding for computer
replacements in the year.

(vi) An additional allocation of Local Authority Business Growth Incentive Grant (LABGI)
totalling £110,018, this included adjustments in respect of previous financial years.

(vii)  Adjustments in respect of housing benefit subsidy claims for previous years totalling
£194,908 were made in the year resulting in additional income.

Additional interest was earned in the year totalling £410,412. This was mainly due to a higher
balance available for investment than anticipated and a higher interest rate of 5.65%
achieved compared to the rate budgeted of 5.35%.

The variance on notional charges of £1,204,005 mainly related to capital charges being less
due to slippage in the capital programme.

The original budget assumed that a net contribution from funds (including earmarked
reserves) of £215,000 would be made in the year. At the year end £1,169,026 was actually
transferred to an earmarked reserve for future commitments or used to finance capital
spend. Further analysis on the movements on the reserves in the year is provided within
note 37 to the financial statements on page 51.

Housing Revenue Account

The Council transferred the majority of its housing stock to Victory Housing Trust (formerly
North Norfolk Housing Trust, NNHT) on 13 February 2006 under a Large Scale Voluntary
Transfer (LSVT). Following the LSVT, consent was granted by the Department for
Communities and Local Government (DCLG) on 13 February 2007 to transfer the 12
remaining properties to the General Fund as at 1 April 2006. Subsequently on 27 March
2007 consent was given that the HRA could be closed from 1 April 2007, therefore no
entries were made to the HRA during 2007/08. The remaining balance of £1,171 was
transferred to the General Fund at 31 March 2007.

Reserves

The Council has a policy to maintain General Fund balances above a minimum of £1.1
million and at 31 March 2008 the General Fund balance slightly exceeded this at £1,103,526.
Earmarked reserves are also held to fund future one-off projects and where there is a need
to hold a contingency to meet future liabilities. The Council’s reserves are detailed on page
51.

Retirement Benefits Disclosure

Financial Reporting Standards 17 (FRS 17) has been fully incorporated into the CIPFA Local
Authority Accounting Statement of Recommended Practice. The disclosures required for the
financial year ending 31 March 2008 are on pages 55 to 57 and show a Net Pension Liability
of £9,833,000 as at 31 March 2008 (£12,600,000 at 31 March 2007).
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6. Capital

Capital expenditure in 2007/08 amounted to £3,431,756 (£2,984,165 2006/07) and was
incurred against the following areas:

Variance
to
Original Revised Revised
Budget Budget Actual Budget
£000 £000 £000 £000

Coast Protection 0 14 14 0
General Fund Services 2,084 1,490 919 (571)
General Fund Housing Services 3,003 3,157 2,499 (658)
5,087 4,661 3,432 (1,229)

Expenditure on the Coast Protection programme of £13,897 (£126,376 2006/07) was in
respect of the Kelling to Lowestoft Shoreline Management Plan and has been funded by a
grant from the Department for Environment, Food and Rural Affairs (DEFRA).

The major areas of capital expenditure on the General Fund Services in the year were the
continuation of works on the North Norfolk Information Centre (£313,406), installation of the
Waste Management and Environmental Health Systems (£80,177), the completion of phase
1 on the public conveniences at Sea Palling (£148,573) and works to a number of the
council’s assets (£67,818).

Within the housing capital programme assistance continued to Housing Associations
totalling £1,195,037 (£428,000 2006/07) in the year to support the provision of additional
social housing. Private sector renewal grants totalling £771,424 (£674,583 2006/07) were
paid in the year for improving private properties. Government grant of £234,179 (£462,581
2006/07) was used towards funding these schemes. Disabled facility grants of £532,287
(£727,330 2006/07) were paid in the year and were partly funded by government grant of
£299,000 (£293,000 2006/07).

In the year £2,486,244 (£1,380,924 2006/07) of the Council’'s own resources, including
capital receipts, reserves and revenue contributions have been used to finance the capital
programme. The balance relates to external sources of finance for example other
contributions and grants.

The variances in the year related mainly to slippage of schemes to 2008/09. The main
reason for this was due to schemes not progressing as originally anticipated.

7. Capital Programme

The Council's programme of capital works is continually being reviewed and updated. The
Capital Strategy sets out the Council’'s approach and process to the deployment of capital
resources in meeting the Council’s overall aims and objectives. It also provides the strategic
framework within which the Council’'s Asset Management Plan is prepared.

Coast Protection scheme progress depends on the Government approving the schemes and
providing grant aid. For other services such as regeneration projects and information
technology, the programme is reviewed having regard to continuing and committed projects
for which resources have been identified. The Capital Strategy is due to be refreshed by the
end of September 2008.
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8.

9.

10.

11.

Borrowing Facilities

The Council remained debt free at 31 March 2008. There are no plans to undertake any
new long-term borrowing, requirements for cash flow purposes will be met by borrowing on
the London Money Market.

Prudential Code

The Prudential Code allows local authorities to finance capital expenditure from borrowing
which does not receive financial support from central government. The objectives of the
code are to ensure that local authority investment plans are affordable, prudent and
sustainable. In 2007/08 the Council did not undertake any prudential borrowing to finance
capital expenditure.

Local Government Review

During 2008/09 the Boundary Committee will be reviewing the structure of Local Government
in Norfolk. The announcement on the preferred model was made on 7 July 2008 after these
accounts were approved. The Boundary Committee will make a recommendation to the
Secretary of State in December 2008 and an announcement will be made in January 2009.

Further Information

For further information about these accounts please contact the Financial Services Manager,
North Norfolk District Council, Council Offices, Holt Road, Cromer, NR27 9EN or email
accountancy@north-norfolk.gov.uk.
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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 Deputy Chief Executive;

e manage its affairs to secure economic; efficient and effective use of resources and
safeguard its assets;

e approve the Statement of Accounts.
The Deputy Chief Executive Responsibilities
The Deputy Chief Executive is responsible for the preparation of the Authority's Statement of
Accounts in accordance with proper practices as set out in the CIPFA/LASAAC Code of Practice
on Local Authority Accounting in the United Kingdom ("the Code of Practice”).
In preparing this statement of accounts, the Deputy Chief Executive has:

e selected suitable accounting policies and then applied them consistently;

¢ made judgements and estimates that were reasonable and prudent;

e complied with the Code of Practice.
The Deputy Chief Executive 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.
Certificate by the Deputy Chief Executive
| certify that this Statement of Accounts has been prepared in accordance with proper accounting

practices and presents fairly the financial position of the Council at 31 March 2008 and its income
and expenditure for the year.

Dated: 2008. S J Oxtoby BSc CPFA

| confirm that these accounts were approved by the Council at the meeting held on 30 June
2008.

Signed on behalf of North Norfolk District Council

Chair of Meeting approving the accounts: Datei...cooviviiiiii,
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STATEMENT OF ACCOUNTING POLICIES

General Principles

The Statement of Accounts summarises the Council’s transactions for the 2007/08 financial
year and its position at the year-end of 31 March 2008. The accounts have been prepared in
accordance with the Code of Practice on Local Authority Accounting in the United Kingdom
2007 — A Statement of Recommended Practice (SORP 2007) issued by the Chartered
Institute of Public Finance and Accountancy (CIPFA) and the Account and Audit Regulations
2003. The accounts also reflect guidance issued by CIPFA on the application of Statements of
Standard Accounting Practice (SSAP) and Financial Reporting Standards (FRS). The
accounting convention adopted is historical cost, modified by the revaluation of certain
categories of tangible fixed assets.

Accruals of Income and Expenditure

The Financial Statements except for the Cash Flow Statement are prepared on an accruals
basis in accordance with FRS18. The accruals basis of accounting requires items of income
and expenditure to be accounted for in the year to which they relate whether or not the cash
has actually been received or paid. In particular:

e Supplies and Services 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 stock and work in progress on the balance sheet.

e Customer and client receipts in the form of sales, fees, charges and rents are accounted
for as income at the date the Council provides the relevant goods and services.

o Employee costs i.e. salaries and wages are charged to the period within which they
worked.

o Where income 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
it is doubtful that debts will be settled, the balance of debtors is written down and a charge
made to revenue for the income that might not be collected.

Provisions

Provisions are made where an event has taken place that gives the Council an obligation that
probably requires a future payment but where there is uncertainty surrounding the timing or
amount. When the provision is created, the cost is charged to the appropriate service
revenue account based on the best estimate of the likely settlement. When the liability is
discharged, the expenditure is charged direct to the provision set up in the balance sheet.

Provisions for bad and doubtful debts are maintained in respect of possible losses from non-
collection of amounts owing to the Council. This includes Community Charge, Council Tax,
and Business Rates income generally. The provisions are recalculated each year based on
age and category of outstanding debts.

Reserves

Amounts that are set aside for purposes that fall outside the definition of provisions are
classified as reserves. The Council sets aside specific amounts as reserves for future
purposes or to cover contingencies. When expenditure is to be financed from a reserve is
incurred, it is charged to the appropriate service revenue account in the year and included
within the Net Cost of Services in the Income and Expenditure Account. The reserve is then
appropriated back into the General Fund Balance so there is no net charge against Council
Tax for the expenditure. The General Fund reserves are separated into general and
earmarked reserves. The general reserve is the Council's working balance and the Council’'s
current policy is to maintain general balances of a minimum of £1.1 million. There are a
number of earmarked reserves where amounts have been set aside for specific purposes for
example asset management and funding future capital spending.
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Grants and Contributions

Grants and contributions towards the cost of services are accounted for on an accruals basis
and recognised as income at the date the Council satisfies the conditions of entitiement to the
grant/contribution, there is reasonable assurance that the monies will be received and the
expenditure for which the grant is given has been incurred.

Revenue grants are matched in service revenue accounts with the service expenditure to
which they relate. General grants, such as the Revenue Support Grant and redistributed
Business Rates, in support of the overall spending, are credited to Income and Expenditure
Account after Net Operating Expenditure.

Grants and contributions towards capital spending are also accounted for on an accruals
basis. Where grants and contributions are received which are identifiable to fixed assets with
a finite useful life, the amounts are credited to the Governments Grants Deferred Account.
The balance is then written down to revenue to offset depreciation charges made for the
relevant assets in line with the depreciation policy applied to them.

Grants which relate to deferred charges are credited to the revenue account to offset the
capital expenditure charged there (see section 11 also).

Credits are charged direct to the relevant service account, and are then reversed out of the
Income and Expenditure Account within the Statement of Movement on General Fund
Balances as grants will already have been taken into account in capital financing decisions
and as such credits in the Income and Expenditure Account do not represent the availability of
revenue resources.

Overheads and Support Services

The costs of overheads and support services, which include accountancy, legal, personnel
and ICT are charged to those that benefit from the supply or service in accordance with the
costing principles of the CIPFA Best Value Accounting Code of Practice 2007 (BVACOP
2007). Charges are made for support services based on appropriate methods of allocation for
example on the basis of floor area, in respect of accommodation, and on actual time and/or
activity for other services. All support services and overheads are allocated with the exception
of corporate and democratic core and non distributed costs which are both accounted for as
separate headings in the Income and Expenditure Account as part of the net cost of services.

Tangible Fixed Assets

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

Recognition - All expenditure on the acquisition, creation or enhancement of tangible fixed
assets is capitalised on an accruals basis. Generally assets with a value of less than £15,000
are not capitalised. Expenditure on the acquisition of a tangible fixed asset or expenditure
which adds to the value of an existing asset is capitalised provided that it yields benefits to the
authority and the services it provides for a period of more than one year.

Measurement - Infrastructure and community assets are included in the Balance Sheet at
historical cost, net of depreciation, where appropriate.  Similarly, assets still under
construction at the year end are held at historic cost and are classified as non-operational until
they are completed, at which time they are valued in accordance with the basis relevant to the
particular class of asset and transferred to the relevant category.

Operational land and properties and other operational assets are included in the Balance
Sheet at the lower of net current replacement cost or net realisable value in existing use.

Non-operational land and properties and other non-operational assets, including investment
properties and assets that are surplus to requirements, are included in the Balance Sheet at
the lower of net current replacement cost or net realisable value. In the case of investment
properties this will normally be open market value.
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When an asset is included in the Balance Sheet at current value, it will formally be revalued
where there have been material changes to the value, but as a minimum every five years.

A full valuation is performed every five-years

A full valuation of a property is conducted by either a qualified external valuer or a qualified
internal valuer. A qualified valuer is a person conducting the valuations who holds a
recognised and relevant professional qualification and having recent post-qualification
experience, and sufficient knowledge of the state of the market, in the location and category
of the tangible fixed asset being valued.

The following valuation bases have been used to determine net current replacement cost for
revalued properties other than investment properties that are not impaired.

e non-specialised operational properties are valued on the basis of existing use value (EUV)

e specialised operational properties are valued on the basis of depreciated replacement cost
(DRC)

¢ investment properties and properties surplus to an entity’s requirements are valued on the
basis of open market value (OMV).

For properties which are held on a short lease period (less than 20 years to run) a valuation is
not appropriate.

Disposals — When an asset is disposed of or decommissioned, the value of the asset in the
Balance Sheet is written off to the Income and Expenditure Account as part of the gain or loss
on disposal. The gain or loss on disposal of a fixed asset is the amount by which the disposal
proceeds are more (gain) or less (loss) than the carrying amount of the fixed asset. Receipts
from disposals are credited to the Income and Expenditure Account 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 in the Revaluation Reserve are transferred to the Capital Adjustment
Account.

To comply with proper practices the gain or loss to the Income and Expenditure Account is
reversed out within the Statement of Movements on the General Fund Balance.

The written off value of disposals is not a charge against the 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 Statement of Movements on General
Fund Balances.

Amounts in excess of £10,000 are categorised as capital receipts.

Impairment - Consumption includes the wearing out, using up or other reduction in the useful
life of a fixed asset whether arising from use, effluxion of time or obsolescence through either
changes in technology or demand for the goods and services produced by the asset.

In accordance with FRS11: Impairment Assets and Goodwill, fixed assets, other than non-
depreciable land are reviewed for impairment at the end of each reporting period.

Where Impairment is identified as part of this review or as a result of a valuation exercise and
is attributable to the clear consumption of economic benefit, the loss is charged to the relevant
service revenue account, other wise it is written off against any revaluation gains attributable
to the relevant asset in the revaluation reserve, with any loss charged to the relevant service
revenue code.

Where an impairment loss is charged to the Income and Expenditure Account but there were
accumulated revaluation gains in the revaluation reserve for that asset , an amount up to the
value of the loss is transferred from the revaluation reserve to the capital Adjustment Account.
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10.

Depreciation

Depreciation is provided for on all operational fixed assets with a finite useful life. The
adoption of FRS 15: Tangible Fixed Assets within the SORP defines depreciation as:

“The measure of the cost or revalued amount of the benefits of the fixed assets
that have been consumed during the period.”

Provision for depreciation has been made by allocating the cost (or revalued amount) less
estimated residual value of the assets as fairly as possible to the periods expected to benefit
from their use. The depreciation methods used are the ones which are the most appropriate
to the type of asset and their use in the provision of services.

Assets were depreciated on the following basis:

Useful Life (Years) Depreciation Basis
Other Buildings 30 to 100 Straight Line allocation
Vehicles, Plant and Equipment 4 to 20 Straight Line allocation
Infrastructure 40 to 60 Straight Line allocation
Community Assets 100 Not Usually Depreciated
Non-Operational 40 to 60 Not Depreciated
Land Not Depreciated

For fixed assets other than non depreciable land and non-operational investment properties
the only reason for not depreciating would be where a depreciation charge would be
immaterial. The expenditure on the coast protection works is also depreciated over a 20 year
period with the net depreciation charge reflecting the write down of the government grant over
the same period. General Fund depreciation charges are based on the asset value at the start
of the year for most assets.

Revaluation gains are also depreciated with an amount equal to the difference between
current value depreciation charged on assets and depreciation that would have been
chargeable based on their historical cost being transferred each year from the revaluation
reserve to the capital adjustment account.

Intangible Fixed Assets

In accordance with FRS 10: Goodwill and Intangible Assets, expenditure on assets that do not
have a physical substance but are identifiable and controlled by the Council (e.g. software
licences) is capitalised when it will bring benefits to the Council for more than one financial
year. The balance is amortised to the service revenue account over the economic life of the
investment to reflect the pattern of consumption of benefits and in line with the depreciation
policy on Tangible Fixed Assets. Software licences are amortised to revenue over 5 years.

Intangible assets are included in the Balance Sheet at historic cost. Grants to other
organisations still exist as a deferred charge and are shown as a memorandum item (see
section 11 below).

Capital Receipts

Capital receipts arise from the sale of assets, such as council land and buildings. Amounts in
excess of £10,000 are categorised as capital receipts. Under the VAT Shelter Arrangement
and Preserved Right to Buy (PRTB) sharing agreement with Victory Housing Trust the Council
receives a share of the VAT recovered by Victory Housing Trust and a proportion of the
proceeds from PRTB sales. Both of these receipts represent capital receipts. Capital receipts
are accounted for on an accruals basis and are required to be credited to the useable capital
receipts reserve and can then only be used for new capital investment or set aside to reduce
the councils underlying need to borrow (the capital financing requirement). Receipts are
appropriated to the reserve from the Statement of the Movement on the General Fund
Balance.
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11.

12.

13.

14.

15.

Deferred Charges

Deferred charges represent expenditure that may be capitalised under statutory provisions but
does not result in the creation of tangible assets controlled by the Council, for example capital
grants made to other organisations or individuals i.e. improvement grants. Deferred charges
incurred during the year have been written off as expenditure to the relevant service revenue
account in the year. Where the Council has determined to meet the cost of the deferred
charges from existing capital resources or by borrowing, a transfer to the Capital Adjustment
Account then reverses out the amounts charged in the Statement of Movement on the
General Fund Balance so there is no impact on the level of Council Tax.

The heading of Deferred Charges is used as a memorandum account during the year to
maintain details of expenditure which can be treated as capital for financing purposes.

Any capital income received in respect of the expenditure (for example Government grant
towards the cost of improvement grants) is credited to the same account. There is no effect
on the call on Council Tax as the net cost comes back to General Fund Balance from the
Capital Adjustment Account.

Leasing

Assets may be acquired by either finance or operating leases. If acquired under an operating
lease as defined under SORP 2006 and SSAP 21, the rentals payable are charged directly to
the Income and Expenditure account. The Council does not own these assets and their value
does not appear on the Balance Sheet. The Council has not acquired any assets under
finance leases in the year.

Where the Council acts as lessor, rents receivable in respect of operating leases are credited
to the Income and Expenditure account. The assets are held on the Balance Sheet and
depreciated in accordance with Accounting Policy 7 — Tangible Fixed Assets.

Charges to Revenue for Fixed Assets

Service revenue accounts, support services and trading accounts are charged with a capital
charge to reflect the real cost of holding fixed assets during the year. The capital charge
includes:-

o Depreciation attributable to the asset used by the relevant service

) Impairment costs attributable to the clear consumption of economic benefits of
tangible fixed assets used by the service and other costs where there are no
accumulated gains in the revaluation reserve against which they can be written off

o Amortisation of intangible fixed assets to service

The Council is not required to raise council tax to cover capital charge. Therefore an adjusting
transaction is made within the Statement of the Movement on the General Fund Balance to
negate any impact on the council tax

Stocks and Work In Progress

Stocks consisting of building materials, coast protection materials and stationery are included
in the Balance Sheet at the lower of actual cost and net realisable value. Work in progress is
included at cost including an allocation of overheads where applicable.

Pensions

The council operates a pension scheme providing defined benefits based on final pensionable
pay. The assets of the scheme are held separately from those of the council in an
independently administered fund. Further detail on the measurement of the pension fund
assets and liabilities is provided in note 44 to the Core Financial Statements.
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16.

17.

18.

19.

The cost of providing pensions for employees has been charged to the accounts in
accordance with the statutory requirements of FRS 17 (Retirement Benefits) governing the
particular pension schemes or funds to which the council contributes. FRS 17 is based on the
principle that an organisation should account for retirement benefits when it is committed to
give them, even though the actual giving may be many years in the future. An appropriation
to or from the pensions reserve represents the net change in the pension liability recognised
in the Income and Expenditure account.

Scheme liabilities are discounted at a rate that reflects the time value of money and the
characteristics of the liability. There has been a change in the discount rate used in the year
from 5.4% to 6.9% reflecting the yield available on long-dated, high quality corporate bonds
(iboxx Sterling Corporates Index AA over 15 years). This is in accordance with CIPFA
guidance.

The current service cost represents an estimate of the true economic cost of employing
people in the year and their entitlement to retirement benefits in the future. The net cost of
services has been charged with the current service costs which are based on the most recent
actuarial valuation and have been apportioned to services based on employee time.

Past service costs arise from the award of discretionary retirement benefits for example early
retirement and added years, where the person has retired on the grounds of efficiency. These
are charged to non distributed costs over a period in which the increase in benefit is payable.
Settlement and curtailments are measured at the date the Council becomes committed to the
transaction and are recognised in the net cost of services at that date. Settlements take
account of outgoing bulk transfers and show the difference between the FRS17 liability and
the amount paid to settle the liability. Curtailments show the cost of early payment of pension
benefits if any employee has agreed to voluntary redundancy.

The expected return on assets is based on the long-term future expected investment return
for each asset class as at the beginning of the period. The interest cost and the expected
return on assets are charged to the net operating expenditure in the year.

Actuarial gains and losses may arise from any new valuation and from updating the latest
actuarial valuation to reflect conditions at the Balance Sheet date and is recognised in the
Statement of Total Movement in Reserves.

Interest in Companies
The Council has had no financial interest in any companies and other entities during 2007/08.

Debt Redemption

The un-amortised balance of outstanding premiums and discounts associated with past debt
restructuring has been taken to the Income and Expenditure account following repayment of
the external debt.

Interest Charges

Interest payable on borrowings and receivable on investments is charged or credited to the
revenue account on an accruals basis.

Value Added Tax

In accordance with SSAP 5 VAT is not included in the expenditure or income whether of a
capital or revenue nature, except where it is irrecoverable.
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20.

21.

Financial Assets

Financial Assets are classified into two types:

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

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

Loans and Receivables

Loans and receivables are 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 nominal amount of the instrument multiplied by the effective rate of interest. The amount
presented in the Balance Sheet is the outstanding principal plus accrued interest.

The Council has a small number of loans to employees and voluntary organisations at less
than market rates (soft loans). However, the impact on the Accounts of accounting fully for
these loans in accordance with the SORP and statutory provisions is immaterial, and they
have not therefore been applied.

Available-for-sale Assets

Available-for-sale assets are initially measured and carried at fair value. Annual credits to the
Income and Expenditure Account for interest receivable are based on the amortised cost of
the asset multiplied by the effective rate of interest for the instrument. Assets are maintained
in the Balance Sheet at fair value, based on the quoted market price.

Changes in fair value are balanced by an entry in the Available-for-sale Reserve and the
gain/loss is recognised in the Statement of Total Recognised Gains and Losses (STRGL).

Prior Period Adjustments

Where a change in accounting policy has a material impact on the financial statements, a prior
period adjustment has been made for the previous years comparative figures. For example in
the 2007 SORP the replacement of the Fixed Asset Restatement Account and the Capital
Financing Account with the Revaluation Reserve and Capital Adjustment Account has required
the 2006/07 comparisons to be restated. This is in accordance with the SORP and has had no
impact on the Council’s financial position.
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ANNUAL GOVERNANCE STATEMENT 2007/08
— NORTH NORFOLK DISTRICT COUNCIL

1. Scope of responsibility

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

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

NNDC has approved and adopted a code of corporate governance,, which is consistent
with the principles of the CIPFA/SOLACE Framework Delivering Good Governance in
Local Government. A copy of the code is on our website at www.northnorfolk.gov or can
be obtained from Monitoring Officer at Council Offices, Holt Road, Cromer. This
statement explains how NNDC has complied with the code and also meets the
requirement of regulation 4[2] of the Accounts and Audit Regulations 2003 as amended
by the Accounts and Audit [Amendment] [England] Regulations 2006 in relation to the
publication of a statement on internal control.

2. The purpose of the governance framework

The governance framework comprises the systems and processes, and culture and
values, by which the authority is directed and controlled and its activities through which it
accounts to, engages with and leads the community. It enables the authority 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 governance framework has been in place at NNDC for the year ended 31 March 2008
and up to the date of approval of the statement of accounts.

3. The governance framework

Our governance framework derives from six core principles identified in a 2004 publication entitled
The Good Governance Standard for Public Services. This was produced by the Independent
Commission on Good Governance in Public Services — a commission set up by the Chartered
Institute Of Public Finance and Accountancy (CIPFA), and the Office for Public Management. The
commission utilised work done by, amongst others, Cadbury (1992), Nolan (1995) and
CIPFA/SOLACE (2001). These principles were adapted for application to local authorities and
published by CIPFA in 2007. The six core principles are:

a) focusing on the purpose of the authority and on outcomes for the community and creating
and implementing a vision for the local area;

b) members and officers working together to achieve a common purpose with clearly defined
functions and roles;

c) promoting values for the authority and demonstrating the values of good governance
through upholding high standards of conduct and behaviour;

d) taking informed and transparent decisions which are subject to effective scrutiny and
managing risk;

e) developing the capacity and capability of members and officers to be effective; and

f) engaging with local people and other stakeholders to ensure robust public accountability.
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The system of internal control is a significant part of that framework and is designed to manage
risk to a reasonable level. It cannot eliminate all risk of not fully achieving policies, aims and
objectives and therefore provides a reasonable rather than absolute assurance of effectiveness.
The system of internal control is based on an ongoing process designed to identify and prioritise
the risks to the achievement of NNDC Council policies, aims and objectives, to evaluate the
likelihood of those risks being realised and the impact should they be realised, and to manage
them efficiently, effectively and economically.

The key elements of each of these core principles are as follows:

4. Focusing on the purpose of the authority and on outcomes for the community and
creating and implementing a vision for the local area

The North Norfolk Sustainable Community Strategy (NNSCS) outlines the vision and aims for the
area. It was produced in conjunction with the North Norfolk Community Partnership (NNCP), which
brings together all relevant stakeholders, including those that deliver services in the area. Priorities
have been identified through consultation with local people and a wide range of stakeholders.

The Council’s aims and objectives are set out in the annually updated Corporate Plan called
“Changing Gear”. This contains a statement of our vision for the area, priorities and our business
strategy over a three year period. These priorities reflect the Community Strategy.

The Corporate Plan also reports on progress against the previous year’s priorities.

The Corporate Plan includes information about the Council’s services and finances, and lists
targets for the next three years together with planned improvements. It includes performance
indicators, both national and local, to show how well we performed in previous years, plus our
plans against these indicators for future years. The Cabinet receives an annual medium term
financial strategy covering a five-year period, which is used to set initial parameters for the coming
budget process.

The Council has an effective performance management framework — utilising a dedicated IT
system to record and report upon performance management information. The system is driven by
the Corporate Plan which focuses attention on Council priorities. This is cascaded through
departmental service plans, individual employee appraisals and action plans. It is clearly laid out
in the annual service and financial planning and performance management cycle.

The Council’'s Cabinet and the Performance and Risk Management Board monitor and scrutinise
progress against targets and performance in priority areas affecting relevant service areas, and
consider and approve corrective action where necessary, on a quarterly basis. This reporting is
undertaken using a traffic light system so as to make interpreting of the results easier. These
reports also include quarterly budget monitoring reports covering the General Fund, capital
projects, key prudential code indicators and certain specific budget areas regarded as particularly
sensitive. The reporting process is under constant review in order to develop its maximum
potential, and we are exploring ways in which the financial information can be more closely linked
to the service performance information.

The Council maintains an objective and professional relationship with external auditors and
statutory inspectors, as evidenced by the Annual Audit Letter.

Through reviews by external auditors, external agencies, and Internal Audit, the Council constantly
seeks ways of ensuring the economical, effective and efficient use of resources, and for securing
continuous improvement in the way in which its functions are exercised, having regard to a
combination of economy, efficiency and effectiveness. A corporate procurement group has been
established and is in the process of reviewing the way in which the Council procures goods and
services.

The Council reviews it's financial and contract rules on an annual basis during the review of the
Constitution revisions being adopted on an annual basis.
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All budget heads are allocated to a named budget officer, who is responsible for controlling spend
against a budget, and who is also responsible for assets used in the provision of their service.

The Council continues to develop and refine systems for identifying and evaluating all significant
risks, via the corporate Performance and Risk Management Board. The Council approved a Risk
Management Strategy in 2002 and reviewed in 2008. The Performance and Risk Management
Board has defined terms of reference to develop a comprehensive performance framework for risk
management and to embed risk management across the Council. The Performance and Risk
Management Board maintains the risk register, and submits it to the Audit Committee on an
annual basis. In addition a business continuity plan has also been produced — again this will be
reviewed on an annual basis via the Audit Committee.

5. Members and officers working together to achieve a common purpose with clearly
defined functions and roles

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.

The District Council has adopted a constitution which sets out how the Council operates, how
decisions are made and the procedures which are followed to ensure these are efficient,
transparent and accountable to local people. It does this by appointing a Leader and Cabinet. The
Leader then allocates executive responsibilities.

The Council publishes a forward plan which contains details of key decisions to be made by the
Cabinet. Each Cabinet member has a specific portfolio of responsibilities requiring them to work
closely with senior and other employees so as to achieve the Council’'s ambitions. However the
Council has not adopted individual decision-making powers for the portfolio holders.

Additionally, the Council appoints a number of committees to discharge the Council's regulatory
and scrutiny responsibilities. These leadership roles, and the delegated responsibilities of officers,
are set out in the Constitution which has been subject to review during 2007/08 with a revised
version approved by Council at its annual meeting in February 2008.

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

Meetings are open to the public except where personal or confidential matters are being
discussed. In addition, senior and other officers of the Council can make decisions under
delegated authority — again the extent of these delegations is set out in the constitution.

The Constitution also includes a Member/Officer protocol which describes and regulates the way in
which Members and Officers should interact to work effectively together.

The Council's Chief Executive (and Head of Paid Service) leads the Council's officers and chairs
the Corporate Management Team. All staff, including senior management, have clear conditions of
employment and job descriptions which set out their roles and responsibilities.

The Deputy Chief Executive, as the s151 Officer appointed under the 1972 Local Government Act,
carries overall responsibility for the financial administration of the District Council. A corporate
finance function provides support to departments, and determines the budget preparation and
financial monitoring process.

The Monitoring Officer (the Legal Services Manager) carries overall responsibility for legal
compliance and her staff work closely with departments to advise on requirements.

The Council’'s Corporate Management Team (CMT) of Chief Officers meets on a weekly basis to

develop policy issues commensurate with the Council’'s aims, objectives and priorities. CMT also
considers other internal control issues, including risk management, performance management,
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compliances, efficiency and value for money, and financial management. CMT will meet with
portfolio holders on a regular basis to review progress in achieving the Council’'s ambitions,
priorities for action, performance management and forward planning for major issues. It has a
corporate responsibility for the messages that the council puts out, both internally and externally.

Below CMT the management structure is well defined in a hierarchical manner, comprising the

following teams:

Title

Principal Objectives

Corporate Management Team (CMT)

Weekly meetings

Provides collective responsibility for:

Providing corporate leadership
Employee development

Internal and external communications
Performance management

Co-ordinating and delivering corporate
objectives and priorities for action

Reviews corporate policy
Agrees corporate standards

Considers key operational matters

Third Tier Managers Group

Monthly meetings

To provide a learning environment that will
develop greater understanding, skills and
knowledge on key competences which are
important to the organisation.

To contribute to the development of major
policy or organisational issues affecting the
authority.

To build a cohesive management tier/layer
which sends out a positive signal to the
organisation and underpins ongoing
improvements  with  enthusiasm  and
commitment.

To share ideas, latest thinking and research
as well as practical work on major policy or
organisational issues.

To create and develop a leadership style for
the organisation that draws on individual
strengths and delivers a collective gain.

To identify those values and attributes
which are important to the organisation and
which will underpin everything that we do.
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Title

Principal Objectives

o To identify practical projects/pieces of work
that could be taken forward by members of
SMT.

) To act as a channel of communication

between Corporate Management Team and
staff on corporate issues where it is
important to achieve consistency and a ‘one
Council’ approach.

. To work within the Council’'s Corporate
Planning Framework contributing to its
ongoing monitoring and development as
appropriate.

Directorate Management Teams

Bi weekly meetings

In addition there are specific groups established to progress issues on a corporate basis,

examples being:

Group

Principal objectives

Asset Management Board

plan

To confirm the capital strategy and asset management

To oversee:

the full implementation of the capital strategy and
asset management plan

the arrangements for maintenance of the
corporate asset register

the production of a surplus land and property
register

to consider future land and property requirements
and review under-used or empty property

to consider and approve terms for the disposal or
surplus land and property assets

Performance and Risk Management Board | e

To establish a performance management
framework that is understood and implemented by
all.

To identify and manage the Council’'s strategic and
operational risks and strengthen business
continuity.

To ensure that all staff and Members have a
shared understanding of the council’s priorities and
of what is needed to be done to realise those
priorities.
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Group

Principal objectives

e To ensure that management and Council
decisions are based on valid, accurate and
timely information.

e To ensure that the commitment given to
performance and risk management is
commensurate with the importance placed on
embedding a successful performance and risk
management culture.

e To ensure that services deliver the corporate
objectives by challenging the measures and
targets put forward by service heads /
managers.

Procurement Board

e To monitor the Improvement Plan for the
Council’'s Procurement processes

e To establish projects groups as required and
agree and monitor detailed project plans for the
work of those groups

e To research and prepare a business case for
change to incorporate e-procurement options
and use a standardised approach to project
management

e To work within the Council's existing
Procurement Strategy and develop a new
Procurement Policy

e Ensure delivery of cross-cutting issues and
identify key performance indicators

e Make recommendations on robust procurement
procedures and processes that link to standing
orders

e To undertake a review of the council’s current
procurement arrangements to establish whether
Value for Money is being achieved through the
council’s approach to procurement

e To evaluate whether partnership and
collaboration models are being addressed
through the current procurement strategy

e To give consideration to our future approach to
sustainability, equality and medium and small
enterprises.

e To ensure that risk management is being
effectively applied to procurement activities
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Group Principal Objectives

e Monitor the Council’s position against key
milestones identified within the government’s
National Procurement Strategy

Diversity Board e To promote diversity within the authority and
through the services it provides.

6. Promoting values for the authority and demonstrating the values of good governance
through upholding high standards of conduct and behaviour

The District Council has adopted a number of codes and protocols that govern both Member and
officer activities. These are:

Members Code of Conduct
Officers Code of Conduct
Planning Protocol

Members’ declarations of interest
Member/officer relations

Gifts and hospitality

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
Whistle blowing Policy
HR policies regarding disciplinary of staff involved in such incidents

It is the function of the Monitoring Officer to ensure compliance with established policies,
procedures, laws and regulations. After consulting the Chief Executive and Chief Finance Officer
she will report to the full Council if she considers that any proposal, decision or omission would
give rise to unlawfulness or maladministration. Such a report will have the effect of stopping the
proposal or decision being implemented until the report has been considered.

The financial management of the Council is conducted in accordance with the financial rules set
out in the Constitution and with Financial Regulations. The Council has designated the Deputy
Chief Executive as Chief Finance Officer in accordance with Section 151 of the Local Government
Act 1972. The Council has in place a five-year Financial Strategy, updated annually, to support the
medium-term aims of the Corporate Plan.

The Council maintains an Internal Audit section, which operates to the standards set out in the
‘Code of Practice for Internal Audit in Local Government in the UK’. From 2008/09 the Council has
entered into an arrangement with Deloitte Touche to have its internal audit service provided by
them under a contract common to other Norfolk District councils.

Individual services have produced Service Plans, which currently cover the time period 2006/09.
These Service Plans are updated each year so as to incorporate the Corporate Plan requirements
into service activities, so that services know what they are required to do to achieve the Council’s
priorities and ambitions. These plans also identify any governance impact.

At employee level we have established an Employee Development Scheme so as to jointly agree
employee objectives and identify training and development needs. The Scheme provides for an
annual appraisal at which past performance is reviewed, and also provides for regular monitoring
of performance during the year.
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7. Taking informed and transparent decisions which are subject to effective scrutiny and
managing risk

The Council’'s Constitution sets out how the Council operates and the process for policy and
decision making.

Full Council sets the policy and budget framework. Within this framework, all key decisions are
made by the Cabinet. Cabinet meetings are open to the public (except where items are exempt
under the Access to Information Act).

The Leader’s Forward Plan of key decisions to be taken over the next four months is published on
the Council's website.

All decisions made by Cabinet are made on the basis of reports, including assessments of the
legal and financial implications, policy and equalities assessments, and consideration of the risks
involved and how these will be managed. The financial and legal assessments are provided by
named finance and legal officers.

The decision-making process is scrutinised by a scrutiny function which has the power to call in
decisions made, but which also undertakes some pre-decision scrutiny and some policy
development work.

Other decisions are made by officers under delegated powers. Authority to make day to day
operational decisions is detailed in departmental Scheme of Delegation.

Policies and procedures governing the Council's operations include Financial Regulations,
Contract Procedure Rules and a Risk Management Policy. Ensuring compliance with these
policies is the responsibility of managers across the District Council. The Internal Audit Section,
Finance and Legal Services check that policies are complied with. Where incidents of non-
compliance are identified, appropriate action is taken.

The Council’'s Risk Management Policy requires that consideration of risk is embedded in all key
management processes undertaken. These include policy and decision making, service delivery
planning, project and change management, revenue and capital budget management and
partnership working. In addition, a Corporate Risk Register is maintained and the Performance
and Risk management Board meets to review the extent to which the risks included are being
effectively managed.

The Audit Committee oversees the effective and efficient use of resources to meet authorised
responsibilities, including the arrangements for managing risk, and provides assurance to the
Council in this respect.

Financial Management processes and procedures are set out in the District Council’s Financial
Regulations and include:

. comprehensive budgeting systems on a medium term basis

. clearly defined capital and revenue expenditure guidelines

. regular reviews and reporting of financial performance against the plans for revenue
expenditure

. overall cash limited budgets and a clear Scheme of Delegation defining financial
management responsibilities

. regular capital monitoring reports which compare actual expenditure plus commitments
to budgets

. key financial risks are highlighted in the budgeting process and are monitored through
the year departmentally and corporately

. robust core financial systems

. documented procedures are in place for business critical financial systems, and these
are also checked on a regular basis by the Internal Audit Section.
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Containing spending within budget is given a high priority in performance management for
individual managers. Monthly monitoring reports are submitted to the Cabinet.

The Council has several committees which carry out regulatory or scrutiny functions. These are:

e Development Control Committees (East and West) to determine planning applications
and related matters;

e Standards Committee which promotes, monitors and enforces probity and high ethical
standards amongst the Council's Members, and this extends to having the same
responsibility for all town and parish councils within the District;

e Audit Committee to provide assurance about the adequacy of internal controls, financial
accounting and reporting arrangements, and that effective risk management is in place.
Its work is intended to enhance public trust in the corporate and financial governance of
the council;

e a Licensing Committee, which monitors and reviews the effectiveness of the Council’s
licensing policy and procedures;

e Scrutiny committees, which review and/or scrutinise decisions made or actions taken in
connection with the discharge of any of the Council’s functions.

8. Developing the capacity and capability of members and officers to be effective

The Council aims to ensure that Members and managers of the Council have the skills, knowledge
and capacity they need to discharge their responsibilities and recognises the value of well trained
and competent people in effective service delivery. All new Members and staff undertake an
induction to familiarise them with protocols, procedures, values and aims of the Council.

All Council services are delivered by trained and experienced people. All posts have a detailed
post profile and person specification. Training needs are identified through the Employee
Development Scheme and addressed via the Human Resources service and/or individual services
as appropriate.

The Council achieved accreditation in January 2008 under the Investors in People Standard, which
is a quality framework to ensure that the Council’'s employees have the right knowledge, skills and
motivation to work effectively.

Environmental Health have achieved accreditation under the ISO 9001:2000.

In respect of Members, the Council has established a Member Development Group which guided a
full induction process for members following the full council elections in May 2007. This group also
identified member training needs and this year members have been trained on issues relating to
the Code of Conduct, Audit and Planning and Regulatory functions.

Members who have not undertaken training are not permitted to sit on the regulatory committees.
In addition the Council has appointed Member Champions who will be able to focus on important
issues for the Council. This, along with the Scrutiny role provides important developmental
opportunities for members.

The Council is concentrating on delivering improved service for our customers through a coherent,
co-ordinated knowledge and information management strategy designed to enhance the value and
usefulness of the corporate resource that information, data and knowledge represents.

It is improving the functionality of the telephony system so more calls can be answered by
Customer Services at the first point of contact. The improvements should be operational in the
Autumn of 2008.
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Additionally contact management is being further developed through enhancements to the existing
systems.

The Council has also procured an electronic document and records management system. This will
enable it to better locate and manage its stored information and data, plus other knowledge
material.

9. Engaging with local people and other stakeholders to ensure robust public
accountability

The Council approved a Communication Strategy in May 2008. The Strategy aims to ensure that
the work of the Council is open, honest and transparent and to enhance inclusion by building on
our understanding of all residents’ needs and perceptions, through improved customer service and
community engagement.

The Strategy sets the framework for both conveying messages and seeking residents’ views, and
supports the need for further improvement with clear aims and a set of specific actions.

The Council has continued to engage with local people and stakeholders in the following ways on
a range of issues;

Surveys, Community workshops, Interviews, Public Meetings, Road shows

The results of this consultation have been used to shape and inform the Council’s policies and
strategies, for example the Sustainable Community Strategy.

The Council has tried to engage “harder to reach” groups through varying the way in which it
conducts consultation so that the views of a broad spectrum of the community can be well
represented.

The Council has also undertaken work with key stakeholders such as parish councillors to try to
ensure enhanced participation through these types of established forums.

10. Review of effectiveness

NNDC annually reviews the effectiveness of its governance framework including the system of
internal control. The review of effectiveness is informed by managers within the Council who have
responsibility for the development and maintenance of the governance environment, the work of
the internal auditors and by comments made by the external auditors and other inspection
agencies.

Both in year and year end review processes have taken place. In year review
mechanisms include:

. The Cabinet is responsible for considering overall financial and performance management
and receives comprehensive reports on a quarterly basis. It is also responsible for key
decisions and for initiating corrective action in relation to risk and internal control issues.

. The Legal Services Manager (the ‘Monitoring Officer’) has a duty to monitor and review the
operation of the Constitution to ensure its aims and principles are given full effect. The
Council reviews the Constitution annually to incorporate any necessary changes.

. A full review of the Constitution was undertaken during the latter part of 2006/07 to ensure
it was accurate and reflected current best practice and legal requirements. Various
amendments were either approved under delegated powers or put forward for approval by
Council in April 2007. Further amendments were made during 2007/08, mainly in response
to the adoption by the Council of the revised Members’ Code of Conduct.
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Additionally the Members’ Allowance scheme was revised which the Council adopted
following independent review panel being established.

The Council has a Scrutiny Committee which can establish ‘task and finish’ groups, which
can look at particular issues in depth, taking evidence from internal and external sources,
before making recommendations to the Cabinet. Scrutiny can “call-in” a decision which has
been made by the Cabinet but not yet implemented, to enable it to consider whether the
decision is appropriate. In addition the Scrutiny Committee can exercise its scrutiny role in
respect of any Cabinet function, regardless of service area or functional responsibility, and
will conduct regular performance monitoring of all services, with particular attention to
areas identified as under-performing.

In 2006 — 2007 the Committee established a number of “task and finish” groups to look at
issues including the customer charter, business process review, asset management,
sealing of documents and diversity issues.

This year a Carbon Reduction Group has also been established to ensure that the Council
was addressing climate change and energy efficiency appropriately.

The Standards Committee have met regularly throughout the year to consider and review
issues relating to the conduct of Members including referrals from the standards board.
Their work has included reviewing the Code of Conduct for Members and
preparation/training for the new requirements for dealing with investigations into Members'
conduct. The Committee also have received reports on the wider control environment
including Whistle blowing, Anti Fraud and Corruption and Officer conduct.

In April 2007 Full Council adopted a new Code of Conduct and the Standards Committee
implemented the new local assessment framework with effect from May 2008 including the
processes and procedures by which complaints will be determined.

The Audit Committee met throughout the year to provide independent assurance to the
Council in relation to the effectiveness of the risk management framework and internal
control environment. The Committee received regular reports on risk management, internal
control and governance matters.

Standards and Audit Committee met jointly to consider the new Code of Corporate
Governance.

Internal Audit is an independent and objective assurance service to the management of the
District Council who complete a programme of reviews throughout the year to provide an
opinion on the internal control, risk management and governance arrangements. In
addition, the Section undertakes fraud investigation and proactive fraud detection work
which 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 Cabinet and the Audit Committee.

The External Auditor's Annual Audit and Inspection Letter is considered by the Audit
Committee, the Cabinet and the Corporate Management Team.

The External Auditors completed their CPA Use of Resources Key Lines of Enquiry
assessment in during the year.

The Performance and Risk Management Board monitor Best Value and Key Performance
Indicators on a quarterly basis and recommend improvements to the Leader's Performance
Group. They also continually review corporate risks and ensure that actions are being
taken to effectively manage the Council's highest risks.
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The year end review of the governance arrangements and the control environment
included:

. obtaining assurances from Directors and Service Managers that key elements of the
control framework were in place during the year in their departments.

. The statement itself was considered by CMT and is supported by them as an accurate
reflection of the governance arrangements in place for the year

. obtaining assurances from other senior management, including the s151 Officer and the
Monitoring Officer that internal control and corporate governance arrangements in these
essential areas were in place throughout the year.

. reviewing external inspection reports received by the Council during the year, the opinion of
the Head of Internal Audit in his annual report to management and an evaluation of
management information in key areas to identify any indications that the control
environment may not be sound.

We have been advised on the implications of the result of the review of the effectiveness
of the governance framework by audit committee and scrutiny committee, and a plan to
address weaknesses and ensure continuous improvement of the system is in place.

11. Significant governance issues
The review process has highlighted a number of significant issues regarding the governance and

internal control environment and these together with the improvement/action proposed are
described briefly in the table below.

Action Officer Target
responsible date

Recommendations contained in the IT Procurements Corporate Risk Dec 2008

and Information Security report Officer

Recommendations on Procedure Notes Corporate Risk Dec 2008
Officer

Review and update Risk Policy and Strategy Corporate Risk Sept 2008
Officer

Develop a partnership protocol and toolkit and to Chief Technical Dec 2008

undertake a review of partnerships Accountant

We propose over the coming year to take steps identified above 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.
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12. Certification

To the best of our knowledge, the governance arrangements, as defined above, have been
effectively operating during the year with the exception of those areas identified above. We
propose over the coming year to take steps to address the above matters to further enhance our
governance arrangement. We are satisfied that these steps will address the need for
improvements that were identified during the review of effectiveness and will monitor their
implementation and operation as part of our next annual review.

Leader of the Council:

Virginia Gay Date:

Chief Executive:

Philip Burton Date:
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INCOME AND EXPENDITURE ACCOUNT

The Income and Expenditure Account summarises the resources that have been generated and
consumed in providing services and managing the council during the last year. It includes all day-
to-day expenses and related income on an accruals basis, as well as transactions measuring the
value of fixed assets actually consumed and the real projected value of retirement benefits earned
by employees in the year.

2006/07 2007/08
Net Gross Gross Net
Expenditure Expenditure Income Expenditure
£000 Note £000 £000 £000
1,361 Central Services to Public 9,788 (8,286) 1,502
10463  Cultural, Environmentaland 5 ;, 16,432 (5,806) 10,626
Planning services
Highways, Roads and
(413) Transport services 1,512 (1,808) (296)
Local Authority Housing
11 (Discontinued Operation (5) 0 0 0
in 2006/07 )
1,927 Other Housing Services 21,904 (19,427) 2,477
2192 Cgr;grate and Democratic 2178 (78) 2.100
72 Non Distributed Costs 8 0 8
15,613 Net Cost of Services 51,822 (35,405) 16,417
(Gain)/Loss on disposal of
(1,756) Fixed Assets (6) (1,422)
1,049 Parish Council Precepts (7) 1,129
(Surpluses)/Deficits of
Trading Undertakings (not
(18) included in Net Cost of (8) 2
Services)
4.560 Intgre_st Payable and (49) 6
Similar charges
Contribution of Housing
46 Capital Receipts to (9) 1
Government Pool
0 Investment Losses 0
(1,332) In;terest and Investment (49) (1,383)
ncome
Pensions Interest Cost and
(20) Expected Return on (44) (100)
Pensions Assets
18,142 Net Operating 14,650
Expenditure
(5,997) Demand on Collection Fund (6,244)
(1,336) General Government (1,240)
Grants
Local Authority Business
(365) Growth Incentive Grant (340)
Non-Domestic Rates
(6,885) Redistribution (7,387)
3,559 (Surplus)/Deficit for Year (561)
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STATEMENT OF MOVEMENT ON THE GENERAL FUND BALANCE

The Income and Expenditure account surplus or deficit measures the council’s financial
performance in terms of resources generated and consumed during the year in providing services.
However the authority is required to raise council tax on a different accounting basis the main
differences being:-

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

e The payment of a share of housing capital receipts to the Government scores as a loss in
the Income and Expenditure Account, but is met from the useable capital receipts balance
rather than council tax.

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

In order to give a full presentation of the Council’s financial performance for the year and the
actual spending power carried forward to future years, the outturn on the Income and Expenditure
Account must be reconciled to the General Fund Balance established by the relevant statutory
provisions.

The following Statement of Movement on the General Fund Balance (SMGFB) provides the
necessary reconciliation and summarises the difference between the Income and Expenditure
Outturn position and the General Fund Balance.

2006/07 2007/08
£000 £000
3 559 (Surplus)/Deficit for the year on the Income and (561)
’ Expenditure Account
Net additional amount required by statute and non-
(3,962) statutory proper practices to be debited or credited to 861
the General Fund Balance for the Year

(Increase)/Decrease in the General Fund Balance for

(403) the Year 300
(1,000) General Fund Balance brought forward (1,403)
(1,403) General Fund Balance carried forward (1,103)
(1,403) Amount of General Fund Balance generally available (1,103)

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

2006/07
£000

(70)
(1,388)

1,359
(861)

(4,718)

1,756
(1,980)

(5,902)

127
14

(46)
1,728

1,823

117

(3,962)

Amounts included in the Income and Expenditure
Account but required by Statute to be excluded when
determining the movement on the general fund balance
for the year.

Amortisation on intangible fixed assets
Depreciation and impairment of fixed assets

Government Grants deferred amortisation

Write downs of deferred charges to be financed from capital
resources

Premium on debt repayment to be financed from capital
resources. Differences between amounts debited/credited to
the Income and Expenditure Account and amounts
payable/receivable to be recognised under Statutory
provisions relating to soft loans and premiums and discounts
on the early repayment of debt.

Net gain/(loss) on sale of fixed assets

Net charges made for retirement benefits in accordance with
FRS17

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

Minimum revenue provision for capital financing

Capital expenditure charged in-year to the General Fund
Balance

Transfer from useable capital receipts to meet payments to
the Housing Capital Receipts Pool

Employer’s contributions payable to the Norfolk Pension
Fund and retirement benefits payable direct to pensioners

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

Housing Revenue Account Balance

Voluntary revenue provision for capital financing
Capital projects Reserve Movement

Grassed Area Deposits

Net transfer to or (from) earmarked reserves

Net additional amount required to be credited to the
General Fund Balance for the Year
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2007/08
£000

(92)
(1,364)

935
(1,861)

1,422
(1,250)

(2,210)




STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES (STRGL)

The Council’s other gains and losses for the year will be recognised in the Balance Sheet and are
not debited or credited to the Income and Expenditure Account. The following statement brings
together all the gains and losses of the council for the year and shows the aggregate increase in
the net worth. In addition to the surpluses generated in the Income and Expenditure Account , it
includes gains and losses relating to the revaluation of fixed assets and re-measurement of the net
liability to cover the cost of retirement benefits.

2006/07 2007/08
£000 £000
(3,559) Income and Expenditure Account Surplus/(Deficit) 561
(5,351) (Loss)/Gain arising on revaluation of fixed assets 425
0 (Loss)/Gain arising on revaluation of available-for- 60
sale financial assets
4,352 Actt_;_a.rlal Gain/(Loss) on pension assets and 2113
liabilities
o5 Any other gains and (losses) to be included in the 5
STRGL
(4,533) Total recognised gains and (losses) for the year 3,164
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BALANCE SHEET AS AT 31 MARCH

The Balance Sheet sets out the Councils financial position at the year end.

FIXED ASSETS

Tangible fixed Assets:
Other Land and Buildings
Infrastructure Assets
Vehicles, Plant & Equipment
Community Assets
Non —Operational Property

Intangible Fixed Assets
Total Fixed Assets

Long Term Investments
Long Term Debtors
Mortgages
Others

Total Long Term Assets

CURRENT ASSETS
Stock & Work in Progress
Debtors

Investments

Cash at Bank

Total Current Assets

CURRENT LIABILITIES
Creditors
Cash Overdrawn

Total Current Liabilities

Net Current Assets/(Liabilities)

Total Assets less Current
Liabilities

Long Term Liabilities
Deferred Capital Receipts
Deferred Liabilities
Government Grants Deferred

Pensions Scheme Liability
Provisions

Total Assets less Liabilities

FINANCED BY:

Funds & Reserves

Capital Adjustment Account

Revaluation Reserve

Available-for-Sale Financial
Instruments Reserve

Pensions Reserve

General Fund

Useable Capital Receipts

Earmarked Reserves

Total Net Worth

Note
(21,22)

(23)

(48)
(30)

(CHY)
(48)

(32

(33)
(35)
(44)
(45)

(39)
(38)
(49)

(37
(40)
37

2008
£000 £000 £000

23,564 23,280
4,005 4,506
3,605 3,916
465 467
6,079 5,767

37,718

255

37,973

7,543
5 7
56 61 61

45577
151 176
5,256 6,007
11,316 11,840
16 110
16,739 18,133
(7,052) (6,253)
(350) (1,311)
(7,402) (7,564)

9,337

54,914
2) 4)
(31) (30)
(14,779) (15,576)
(9,833) (12,600)
(837 0

(25,182)

29,732
22,768 22,665
425 0
60 0
(9,833) (12,600)
1,103 1,403
12,166 12,834
3,043 29,732 2,266

29,732

2007

£000

37,936
304

38,240
5,901

68

44,209

10,569

54,778

(28,210)

26,568

26,568

26,568

The Statement of Accounts presents fairly the financial position of authority at the accounting date and its income
and expenditure for the year ended 31 March 2008.

Dated :

2008
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CASHFLOW STATEMENT
This consolidated statement summarises the
transactions with third parties for revenue and capital purposes.

Notes to the Cashflow Statement are on pages 58 to 59.

Revenue Activities

Cash outflows

Cash paid to and on behalf of employees
Norfolk County Council Precept

Norfolk Police Authority Precept
Business Rate Income to Government
Other Operating Costs

Pooled Capital Receipts
Housing Benefit paid out

Cash Inflows

Rents (after rebates)

Council Tax & Community Charge
Non-domestic rates

Revenue Support Grant

Department for Works and Pensions -
Grants for Rebates
Other Government Grants
Cash received for goods and services
Other Revenue Cash/Income
Revenue activities net cash Outflow/(Inflow)

Servicing of Finance
Cash Outflows
Interest paid

Cash Inflows
Interest Received

Capital Activities

Cash Outflows
Purchase of Fixed Assets
Long Term Investments

Cash Inflows

Sale of fixed assets

Capital Grants Received

Other Capital Cash Payments/Income

Net Cash Outflow/(Inflow) Before
Financing

Management of Liquid Resources
Cash Outflows
Net (decrease)/increase in short term deposits

Financing

Cash Outflows

Repayment of Amounts Borrowed
Net Premium Paid

Cash Inflows

New Loans Raised

New Short term Investments

DECREASE/(INCREASE)IN CASH

infows and outflows of

cash arising from

2007/08 2006/07 (Restated)

Note  £000 £000 £000 £000
11,084 10,425
42,465 40,218
6,655 6,173
17,533 17,743
17,551 9,719
1 46

17,778 113,067 16,318 100,642
0 0
(49,310) (46,466)
(17,557) (17,704)
(46a) (1,240) (1,336)
(46a) (25,202) (22,982)
(46a) (8,363) (7,703)
(7,494) (6,190)

(4,067) (113,233) (4,387) (106,768)

(46¢) (166) (6,126)
0 368

(1,400) (1,400) (1,605) (1,237)
3,112 23,413

1,642 4,754 5,901 29,314
(2,002) (2,889)
(46b) (765) (1,358)

(764) (3,531) (1,029) (5,276)

1,223 24,038

(343) 16,675

(524) (39,235)
1,245 33,400

0 1,245 4,050 37,450
(1,245) (15,000)

0 (1,245) 0 (15,000)

0 22,450

(867) (110)
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3.

NOTES TO THE CORE FINANCIAL STATEMENTS

General
The Core Financial Statements follow the format prescribed in the Chartered Institute of
Public Finance (CIPFA) Code of Practice on Local Authority Accounting in the United
Kingdom. This also incorporates the CIPFA Best Value Accounting Code of Practice.
Prior Period Adjustment
The Balance Sheet figures for 31 March 2007 have been adjusted from those included in
the Financial Statements for 2006/07 to accommodate the implementation of the
Revaluation Reserve (see accounting policy 22). The Revaluation Reserve replaces the
Fixed Asset Restatement Account. The credit balance of £33.6m on the Fixed Asset
Revaluation Account at 31 March 2007 has been written off to the Capital Financing
Account (£56.3m debit balance) to form the new Capital Adjustment Account with a debit
balance of £22.7m. The Revaluation Reserve has then been included in the Balance Sheet
with a zero opening balance. The closing position on the Reserve at 31 March 2008
therefore only shows revaluation gains accumulated since 1 April 2007. These adjustments
have been illustrated in the following table.
2006/07
Comparatives
Consolidated  yyrite-Off of Balance on  Creation of In
Balance Sheet the Fixed Asset Capital Balance Sheet
in 2006/07 Revaluation Accountto  Adjustment 2007/08
Financial Capital Financing Account Financial
Statements Account Statements
£000 £000 £000 £000
Fixed Asset
Revaluation 0 0
(33,594) 33,594
Account
Capital
Financing 0
Account 56,259 (33,594) (22,665)
Capital
Adjustment 0 0 22,665 22.665
Account
Land Drainage

Drainage levies of £232,670 (£221,149 2006/07) were paid to Internal Drainage Boards.
The levies of the Boards are recovered from all Council Tax payers.
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Building Control Charging Account

The Local Authority Building Control Regulations require the disclosure of information
regarding the setting of charges for the administration of the building control function.
However, certain activities performed by the Building Control unit cannot be charged for,
such as providing general advice and liaising with other statutory authorities. The statement
below shows the total cost of operating the building control unit divided between the
chargeable and non-chargeable activities.

Building Regulations Total
Charging Account 2007/08 Non Building
Chargeable  Chargeable Control
£000 £000 £000
EXPENDITURE
Employee Costs 64 310 374
Transport Related Expenditure 4 37 41
Supplies and Services 0 15 15
Central and Support Service Charges 26 84 110
Total Expenditure 94 446 540
INCOME
Building Regulation Charges 0 (448) (448)
Miscellaneous Income 0 (4) (4)
Total Income 0 (452) (452)
(Surplus)/Deficit for 2007/08 94 (6) 88
Comparatives for 2006-07
Expenditure 94 449 543
Income 0 (479) (479)
(Surplus)/Deficit for 2006/07 94 (30) 64
(Surplus)/Deficit for 2005/06 92 (28) 64

Discontinued Operations — Housing Revenue Account (HRA)

The Council transferred its responsibility for Council Housing to Victory Housing Trust
(formerly North Norfolk Housing Trust) on 13 February 2006. Subsequently the HRA was
closed from 1 April 2007. The HRA details are shown in a separate section on pages 68 to
69.

(Gain)/Loss on Disposal of Fixed Assets

The gain reported of £1,422,753 (2006/07 profit of £1,756,000) is a result of disposals the
Authority has made. They relate mainly to the disposals of interests in former council houses
which have been sold through the preserved right to buy scheme and also to disposals of
land to housing associations for affordable housing, in which the authority retains nomination
rights. These entries are reversed within the SMGFB reconciliation to ensure that they do not
have any impact upon the council tax payer.

Parish Council Precepts

A precept is an order for the payment to the Parish and Town Councils for the provision of
services by those bodies.
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10.

11.

12.

Trading Operations
There are two services which the council run as trading services, the position on these is as
follows:

2007/08 2006/07
Expenditure  Income Net Expenditure Income Net
£000 £000 £000 £000 £000 £000
Markets 100 (82) 18 93 (79) 14
Industrial
Sites 72 (88) (16) 62 (94) (32)
Total 172 (170) 2 155 (173) (18)

The markets are run weekly on car parks at Sheringham, Cromer and Stalham. Norfolk
County Council manage this service as a partnering arrangement.

Industrial sites are provided at Fakenham, North Walsham and Catfield. Catfield and North
Walsham include starter units developed jointly with the Rural Development Commission.

Capital Receipts Pooled

In accordance with capital receipt pooling arrangements, the Council is required to pay to
central government 75% of money received from council house sales and 50% from other
Housing Revenue Account asset disposals. Following the transfer of the Councils Housing
Stock to the Victory Housing Trust the pooling arrangements for house sales are no longer
applicable. The only receipts requiring pooling now relate to the repayment of council house
discounts and three outstanding mortgages.

Discretionary Expenditure

Under section 137 of the Local Government Act 1972 (as amended) the Council was allowed
to incur a limited amount of expenditure, which is not otherwise authorised by statute and
which, in its opinion, is in the interests of its area or residents. The amount it could spend
was up to the product of £1.90 per resident. A disclosure is required of such expenditure.
From 18 October 2000, Part | of the Local Government Act 2000 created a new discretionary
power for authorities to do anything they consider likely to promote or improve the economic,
social or environmental well being of the area.

The Council’'s expenditure under this power was £159,791 (£89,961 2006/07) mainly on
loans to two voluntary organisations.

Publicity
The Local Government Act 1986 requires Local Authorities to account separately for all
expenditure on publicity. The cost of such expenditure is made up as follows:

2007/08 2006/07

£000 £000

Recruitment Advertising 28 26
Other Advertising 46 49
Other Publicity 454 523
Total 528 598

Agency Income and Expenditure

Under the Local Authority (Goods and Services) Act 1970, the council may agree with
another Local Authority to do work on their behalf.

Grass cutting was carried out for Norfolk County Council. The income received from the
County Council was £13,815 (£13,326 2006/07)
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14.

15.

Provision for Debt Redemption

The authority is required by statute to set-aside, from revenue, a Minimum Revenue
Provision (MRP) for the redemption of external debt. The method of calculating the
provision is defined by statute. The council is currently debt free, therefore resulting in a nil
MRP in 2007/08.

2007/08 2006/07
£000 £000
Current year calculations
Non-housing amount - 4% of Capital Financing 0 127
Requirement
Minimum Revenue Provision 0 127

Leases

The authority leases vehicles and items of equipment, including printing and telephone
equipment. The amount charged in 2007/08 under these leases was £114,353 (£136,146
2006/07). The future cash payments required under these leases total £175,851 (£260,076
2006/07).

The Authority is committed to making payments of £90,352 under these leases in 2008/09.
Comprising of the following elements :-

Leases Expiring in 2008/09 £7,727
Leases Expiring between 2009/10-2013/14 £82,625
Leases Expiring after 2013/14 0

The value of finance leases which the council has entered into is not material.

As lessor, the Council has granted a number of leases on properties which have been
accounted for as operating leases. The total of rentals receivable in 2007/08 was £345,325
(£336,555 in 2006/07). These have been credited to the Income and Expenditure Account.

Local Area Agreement (LAA)

The council is a participant in the Norfolk LAA, a partnership with other public bodies
involving the pooling of government grants to finance work towards jointly agreed objectives
for local public services. The LAA is a three year agreement between Norfolk and Central
Government, through the Government Office for the East of England (Go-East). In 2007/08,
the LAA has completed the second year of its three-year agreement.

The purpose of the LAA is to form an agreement between Norfolk (through the County
Strategic Partnership), and Government, represented by Go-East to deliver improved
outcomes across a range of priorities. It provides a performance management framework
comprising a series of outcomes, measures, baselines and targets and is the delivery plan
for the County’s sustainable community strategy, Norfolk Ambition, which sets out the jointly
agreed long term vision for improving the quality of life in Norfolk.

The LAA partners consist of multi agency groups representing the county’s diverse private,
public, voluntary and community sectors and comprise the following:

o Local Government Bodies — Norfolk County Council, Borough Council of King’s Lynn
and West Norfolk, Breckland District Council, Broadland District Council, Great
Yarmouth Borough Council, North Norfolk District Council, Norwich City Council,
South Norfolk District Council, Local Strategic Partnerships for all districts, Broads
Authority.
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16.

17.

18.

) Other bodies include Norfolk Drug and Alcohol Action Team, Norfolk Rural
Community Council.

Other representatives on the County Strategic Partnership Board include Norfolk Police
Authority, health bodies including Norfolk Primary Care Trust, Great Yarmouth and Waveney
Primary Care Trust, University of East Anglia and various community bodies.

Norfolk County Council acts as the accountable body for the LAA, this means that they are
responsible for managing the distribution of the grant paid by the Government Office to the
partners involved but do not determine which bodies are due payment.

The total amount of grant received by Norfolk County Council as the accountable body under
the LAA in 2007/08 was £21,876,957. North Norfolk District Council’s share was £85,422
relating to Waste Performance and Efficiency Grant (WPEG) and is split 50% Revenue and
50% Capital.

Members Allowances

The total of Members Allowances paid in the year amounted to £257,821 (£255,809 in
2006/07). Full details can be obtained by writing to North Norfolk District Council, Information
Services, Holt Road, Cromer, Norfolk, NR27 9EN.

Employees

The number of employees whose remuneration, excluding pension contributions was
£50,000 or more in bands of £10,000 were:-

2007/08 2006/07

Remuneration Band Number of Number of
Employees Employees

£50,000 to £59,999 2 3
£60,000 to £69,999 1 1
£70,000 to £79,999 3 3
£80,000 to £89,999 0 0
£90,000 to £99,999 0 0
£100,000 to £109,999 1 1

The difference in the lowest band between 2006/07 and 2007/08 reflects costs relating to the
officer restructure that took place during 2006/07.

Related Party Transactions

The Accounting Code of Practice requires the disclosure of all material transactions between
the Authority and related parties in accordance with the principles of FRS 8. Related party
transactions include mainly Central Government grants which are analysed in note 46 and
transactions with the Pension Fund which are detailed in note 44 to the Core Financial
Statements, so do not require repeating here. A number of councillors are members of other
local and voluntary organisations who have received services from or provided services to
the council. One councillor was project manager for the voluntary group Wellbeing in North
Norfolk for most of the year and their main source of funding was a £20,000 grant form the
Council. In addition four members were representative on the Victory Housing Trust Board.
No material transactions have been identified concerning Members of the Council or
Corporate Management Team.
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20.

External Audit Fees

Fees Payable to the Audit Commission

2007/08 2006/07

£000 £000

External Audit Services 114 115
Statutory Inspection 6 6
Grant Claim/Returns Certification 46 64
Total 166 185

The Euro

At present the UK is not participating in the European Monetary Union (EMU). We have
specified that all new financial systems are capable of operating in Euro Currency should the
UK enter the EMU. Otherwise there has been no expenditure relating to the possible
introduction of the Euro

Detailed plans to deal with the effect of joining the EMU will be drawn up as and when more
information is available. There is already local co-ordination between this Council and other
District Councils and the County Council to share experience of Euro preparation and to
facilitate joint working where appropriate.
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21. Movement on Fixed Assets

Other Vehicles, Infras- Comm- Non- TOTAL
Land & Plant&  tructure unity ~ Operational
Building  Equipment Assets
S
£000 £000 £000 £000 £000 £000

Gross Book Value at
1 April 2007 24,208 5,030 7,978 468 5,767 43,451
Movements in Year:
Additions 41 183 14 0 484 722
Disposals 0 0 0 0 3) 3)
Revaluations 425 0 0 0 2 427
Impairment Losses/ Written

off to Revaluation Reserve 0 0 0 0 0 0
Impairments 0 0 0 0 0 0
Transfers 171 0 0 0 (171) 0
Gross Book Value at
31 March 2008 24,845 5,213 7,992 468 6,079 44,597
Depreciation and

Impairment
Depreciation B/fwd as at
1 April 2007 928 1,114 3,472 1 0 5,515
Depreciation in Year 353 494 515 2 0 1,364
Depreciation on Disposals 0 0 0 0 0 0
Revaluations 0 0 0 0 0 0
Transfers 0 0 0 0 0 0
Impairments 0 0 0 0 0 0
Depreciation at
31 March 2008 1,281 1,608 3,987 3 0 6,879
Net book value as at
31 March 2008 23,564 3,605 4,005 465 6,079 37,718

Previous Year End figures — as at 31 March 2007

Gross Book Value 24,208 5,030 7,978 468 5,767 43,451
Depreciation 928 1,114 3,472 1 0 5,515
Net Book Value 23,280 3,916 4,506 467 5,767 37,936

The basis of valuation of the fixed assets is set out in the Statement of Accounting Policies.

All land and buildings were initially valued at 1 April 1994. These values are reviewed at 5-yearly
intervals in a rolling programme, or sooner where there is a material change in value in any year.
All non-housing properties were valued as at 31 March 2004 by the Council’'s own valuer at the

time G E Kidd, Dip. Urb. Est. Man,, FRICS., IRRV.

2006/07 revaluations were undertaken by Mr K Brown (MRICS) of Norfolk Property Services.
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Movement on Fixed Assets 2007/08 (Analysis of Non Operational Assets)

Non Operational Assets

Investment Assets Under Assets held for

Properties Construction Disposal Total
£000 £000 £000 £000
Gross Book Value at
1 April 2007 2,975 160 2,632 5,767
Movements in Year:
Additions 0 484 0 484
Disposals 0 0 3) 3)
Revaluations 0 0 2 2
Revaluation Reserve 0 0 0 0
Impairment 0 0 0 0
Transfers (632) (171) 632 (171)
Gross Book Value at 2,343 473 3,263 6.079

31 March 2008

Depreciation and
Impairment at 0 0 0 0

31 March 2008

Net book value as at

31 March 2008 2,343 473 3,263 6,079

Previous Year End figures — as at 31 March 2007

Gross Book Value 2,975 160 2,632 5,767
Depreciation 0 0 0 0
Net Book Value 2,975 160 2,632 5,767
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22. Rolling Programme of Revaluation
The following statement shows the progress of the council’s rolling programme for the
revaluation of fixed assets. The valuations are carried out by the Council valuers. The
basis for valuation is set out in the statement of accounting policies.
Council|Other Land| Vehicles, Comm- Non-
Dwell- & Plant & Infras- unity| Operational
ings| Buildings|Equipment| tructure Assets| Properties TOTAL
£000 £000 £000 £000 £000 £000 £000
Valued at 5001 7,992 468 473| 14,024
historical cost
New certified GBV
included in
Balance Sheet:
2007/08 0 637 0 0 0 (1) 636
2006/07 (1,300) 1,340 0 0 0 (747) (707)
2005/06 (35,830) (388) 122 0 0 279  (35,817)
2004/05 (240,962) 2,122 0 0 0 (516)| (239,356)
2003/04 278,092 21,134 0 0 0 6,591 305,817
0 24,845 5,213 7,992 468 6,079 44,597
23. Intangible Fixed Assets
The following provides an analysis of the movement on software licences intangible fixed
assets in the year.
2007/08 2006/07
£000 £000
Original Cost 436 324
Amortisation to 1 April (132) (62)
Balance at 1 April 304 262
Expenditure in the year 43 112
Amortised in the year (92) (70)
Balance at 31 March 255 304
The cost of software licences is being written off over the five year life of the licences.
24, Analysis of Net Assets Employed
2007/08 2006/07
£000 £000
General Fund 28,974 25,795
Trading Operations 758 773
29,732 26,568
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25. Information on Assets Held

Fixed assets owned by the Council include the following:

Number as at Number as at
31 March 2008 31 March 2007
Operational Land & Buildings
Offices 4 4
Depots 1 1
Car Parks 30 30
Public Conveniences 38 38
Tourist Information Centre 2 2
Leisure Pool 2 2
Other 23 23
Infrastructure
Protected Coastline 25km 25km
Community Assets (Number of sites)
Parks and Open Spaces 48 48
Pier 1 1
Non-operational Assets (Number of sites)
Commercial Property for rent 28 28
Land awaiting development 51 52
Strategic Land Holding Site 1 1

Other operational land and buildings includes blocks of beach chalets and industrial units.

26. The Council as Lessor

With regard to the authority’s activity as a lessor, the gross value of assets held for use in
operating leases was £8,978,330 at 31 March 2008 (£8,847,112 March 2007) which are
subject to accumulated depreciation of £518,996 at that date (£360,527 March 2007). The
Council has not acquired any assets in the year specifically for the purpose of letting out
under operating leases. Of the total value £6,543,313 relates to leisure facilities which are
leased to a management company under the terms of the management agreement for a
peppercorn rental.
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27.

28.

Capital Expenditure and Financing

The following provides an analysis of the capital expenditure incurred in the year along with
the sources of financing. Capital receipts have been applied to bring the capital financing
requirement down to zero at 31 March 2008.

2007/08 2006/07

£000 £000
Opening Capital Financing Requirement 0 15,384
Capital Investment
Operational Assets 238 374
Non-operational Assets 484 346
Deferred Charges 2,667 2,152
Intangible Fixed Assets 43 112
Sources of Finance
Capital Receipts (2,089) (16,622)
Government Grants and Contributions (946) (1,605)
Sums set aside from Revenue
(includes Direct Revenue financing, MRP and voluntary (397) (141)
set aside)
Closing Capital Finance Requirement 0 0
Explanations of Movement in Year
Increase/(Decrease) in underlying need to borrow 0 (15,257)
(supported by Government Financial Assistance) '
Increase/(Decrease) in underlying need to borrow 0 (127)
(Unsupported by Government Financial Assistance)
Increase/(Decrease) in capital Financing Requirement 0 (15,384)

Committed Capital Expenditure

Due to the longer term nature of capital projects works can often take more than one year
to complete, or can actually straddle the Council’s financial year end. Consequently the
Council has estimated capital commitments as at 31 March 2008 in relation to the North
Norfolk Information Centre (£370,000) and Affordable Housing Schemes (£438,000).
There were no material items of contractually committed capital expenditure as at 31 March
2008.
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29.

30.

31.

Deferred Charges

Deferred charges represent capital expenditure on items that do not result in the
acquisition of a fixed asset for the Council. The Code of Practice requires that they are
written off to revenue in the year that the expenditure is incurred, grants and other
contributions received have reduced the impact to the Revenue Account.

Deferred Charge expenditure:
Improvement Grants
Social Housing Grant
Other

Written down in year
Improvement Grants
Social Housing Grant
Other

Balance carried forward

Long Term Debtors

These are amounts due to the Council over a period of more than one year and are

analysed as follows:

Mortgages
Car Loans to officers
Total

Debtors

2007/08 2006/07
£000 £000
1,304 1,402
1,195 428
168 322
2,667 2,152
(1,304) (1,402)
(1,195) (428)
(168) (322)
(2,667) (2,152)
0 0
2007/08 2006/07
£000 £000
5 7
56 61
61 68

The debtors represent amounts owed to the Council at the 31 March 2008 and are analysed
below. The Council makes a provision for outstanding amounts for which recovery of

debtors is not anticipated (bad debt provision).

provision within the Balance Sheet.

Debtors
Government departments
Payments in advance

Collection Fund - Local
Taxes
Other debtors

Less Bad Debt Provision
General Fund
Collection Fund

TOTAL

2007/08
£000

1,865
156
1,511

3,013

(637)
(652)

(1,289)
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£000

6,545

5,256

Debtors are shown net of the bad debt

2006/07
£000 £000

1,356
140
1,573

4,278 7,347

(675)
(665)

(1,340)

6,007




32.

33.

34.

35.

36.

Creditors

Creditors represent the amounts owed by the Council at the 31 March 2008.

2007/08 2006/07

£000 £000

Government departments (602) (596)
Receipts in Advance:

Tenants Rent (30) (30)

Collection Fund (1,243) (1,034)

Other Receipts (1,347) (1,505)

Other Creditors (3,830) (3,088)

TOTAL (7,052) (6,253)

Deferred Liabilities
These represent the outstanding principal on finance leases.

Government Grants and Contributions

Government Grants totalling £668,198 (£1,254,312 2006/07) and Contributions totalling
£277,314 (£351,128 2006/07) have been used to finance capital expenditure. Amounts not
yet utilised have been included as receipts in advance.

Government Grants and Contributions Deferred

Capital financing from grants and contributions are written down over the life of the related
asset in line with depreciation.

2007/08 2006/07
£000 £000
Balance Brought Forward (15,576) (16,620)
Additions (138) (315)
Written down 935 1,359
Balance Carried Forward (14,779) (15,576)

Deferred Credits

Deferred Credits represent capital income that is still to be received when disposals have
taken place and deferred payments have been agreed over a period of time. Under the
Preserved Right to Buy (PRTB) sharing agreement that was included within the housing
stock transfer the Council will receive a share of the PRTB receipts, there were no amounts
due at the 31 March 2008.
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37.

Movements on Reserves

Net
Balance Movement Balance
1 April in 31 March Purpose of Reserve Further detail of
2007 the Year 2008 Movements
£000  £000 £000
Reserve
Store of gains on revaluation
Revaluation Reserve 0 425 425 of fixed assets not yet See Note 38
realised through sales.

. . Store of capital resources

gap'ta' Adjustment 22,665 103 22,768 set aside to meet past See Note 39
eserve .

expenditure
Available-for-sale Store of gains on revaluation
Financial Instruments 0 60 60 of investments not yet See Note 49
Reserve realised through sales.
Usable Capital Proceeds of fixed asset
Receipts P 12,834 (668) 12,166 sales available to meet See Note 40

P future capital expenditure

Balancing account to allow
Pensions Reserve (12,600) 2,767 (9,833) inclusion of Pension Liability See Note 44

in the Balance Sheet.

Resources available to meet f/ltgt/zr;g;]tt?:n the
General Fund 1,403 (300) 1,103 future running costs for

General Fund Services General Fund

’ Balance page 31

Other Earmarked
Reserves:-

Capital Projects 325 (185) 140 Resources available for
future capital expenditure.

Collection Fund 83 5 88 To maintain sufficient See note (7)
working balance and to within the
provide for shortfalls in Collection Fund
collection. Statements
To finance the ongoing

S;azss?g Area 247 24 271 commitments under ground

P maintenance contract.

Other Revenue A number of earmarked See note (41)

Earmarked 1,611 933 2,544 reserves are held for specific below

Reserves purposes.

Total Other
Earmarked Reserves 2,266 i 3,043
Total Reserves 26,568 3,164 29,732
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38.

39.

Revaluation Reserve

The Reserve records the accumulated gains on the fixed assets held by the authority arising
from increases in value, as a result of inflation or other factors (to the extent that these gains
have not been consumed by subsequent downward movements in value). The Reserve is
also debited with amounts equal to the part of depreciation charges on assets that have
been incurred only because the asset has been revalued. On disposal, the Revaluation
Reserve balance for the asset disposed of is written out to the Capital Adjustment Account.
The overall balance on the Reserve thus represents the amount by which the current value
of fixed assets carried in the Balance Sheet is greater because they are carried at revalued
amounts rather than depreciated historical cost. Whilst these gains arising from revaluations
increases the net worth of the authority they would only result in an increase in spending
power if the relevant assets were sold and capital receipts generated. The Revaluation
Reserve came into being on the 1 April 2008 therefore no previous year comparison is
required.

2007/08
£000
Balance brought forward 0
Revaluation during year 427
Impairment 0
Disposal of fixed assets (2)
Balance carried forward 425

Capital Adjustment Account

This account accumulates all the debits relating to the historic cost of acquiring, creating or
enhancing fixed assets over the life of those assets and measures the write down of the
assets as they are consumed by depreciation and impairments or written off on disposal.
The same process applies to capital expenditure that is only capital by statutory definition
(deferred charges). On the credit side the account accumulates the resources that have
been set aside to finance capital expenditure. The balance on the Account therefore
represents timing differences between the amount of the historical cost of fixed assets that
has been consumed and the amount that has been financed in accordance with statutory
requirements. As a debt free authority it also contains the reversal of depreciation charged to
the Income and Expenditure Account. The Capital Adjustment Account came into being on
the 1 April 2008 therefore no previous year comparison is required.

2007/08
£000

Balance at 1 April 22,665
Depreciation (1,364)
Disposal of fixed assets (1)
Capital Financing:

Capital Receipts 2,089

Revenue 397

Grants & Contributions 806

Deferred Grants written down 935
Less

Deferred charges written down (2,667)

Intangible Fixed Asset Amortisation (92)
Balance at 31 March 22,768
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40.

41.

Useable Capital Receipts

These are the receipts from the sale of the capital assets. During 2006/07 the Council repaid
its debt portfolio and incurred a premium of £4,718,070. This has been financed from capital

receipts in accordance with regulation SI3146.

Balance Brought Forward

Net Receipts
Capital Receipts Pooled
Used for Financing Capital Expenditure

Total Useable Capital receipts
Balance carried forward

2007/08 2006/07
£000 £000
12,834 31,389
1,422 2,831
(1) (46)
(2,089) (21,340)
12,166 12,834

Other Revenue Earmarked Reserves

The earmarked reserves represent those which have been identified for specific purposes.
The title of each reserve indicates the nature of the reserve. The analysis of the movement

of these balances is as follows:

Balance Net Movement Balance

1 April 2007 in the Year 31 March 2008

£000 £000 £000

Organisational Development 0 92 92
Coast Protection/Flood Defence 613 (124) 489
Asset Management 174 (12) 162
Sheringham Splash 82 (13) 69
Sports Hall Equipment 10 5 15
Leisure Management Facility 18 0 18
Common Training 50 (6) 44
Local Strategic Partnership 14 9 23
Street Signage 7 (7) 0
Housing Needs Assessment 40 (40) 0
Environmental Health 66 122 188
Environmental Policy 54 (21) 33
Elections 55 (55) 0
Planning and Building Control 28 (16) 12
Planning Appeals 0 176 176
Planning Delivery Grant 0 282 282
Land Charges 0 142 142
Local Development Framework 0 170 170
LSVT Reserve 400 35 435
Local Government reorganisation 0 94 94
Regeneration Projects 0 80 80
Arts and Community Projects 0 20 20
Other Revenue Earmarked 1,611 933 2544

Reserves Total
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42.

(a)

(b)

(c)

43.

Contingent Liabilities

At the Balance Sheet date the following contingent liabilities have been recognised:

Housing Stock Transfer

As part of the legal agreements associated with the transfer of the housing stock to the
Victory Housing Trust in the previous year, the Council provided a number of environmental
and non-environmental warranties, guarantees and indemnities to the Trust, its Lenders and
the Norfolk Pension Fund.

The risks associated with these warranties and indemnities have been assessed following
professional advice and where felt appropriate the Council has, or is making, arrangements
to transfer some of the potential risks. Specifically, insurance has been arranged in respect
of the environmental warranties and the Trust have provided a bond with an initial sum of
£1.2 million in favour of the Council with regard to any liabilities to the Norfolk Pension Fund
in the event of the insolvency, winding up and liquidation of the Trust. On 3 February 2006
the actuary’s total value of the indemnity required to meet all risks was estimated at £2.23
million.

To the extent that claims have to be met some time in the future beyond those covered by
the environmental warranty insurance and the pension bond, the Council recognises a
contingent liability. The LSVT Reserve (£435,000 at 31 March 2008) has been earmarked
for the meeting of any legitimate claims.

The Housing Trust has invoked the arbitration process contained in the transfer contract in
respect of a grounds maintenance issue. There is a potential liability if the Council is found to
have failed to disclose relevant information at the time of the transfer. No amount has been
disclosed as this forms part of the dispute.

North Walsham Pool

The council has entered into an agreement with the service provider for the North Walsham
Sports facility to enable them to build an extension to the pool. Any amount remaining
undepreciated at the end of the management contract period will be a liability to the council.
On 4 June 2007 the potential liability was estimated at £122,000.

Tesco

At the balance sheet date of 31 March 2008 the Council was defending a planning appeal in
relation to a Tesco Planning application for which a potential liability of costs being awarded
against the council existed if it were to lose the appeal which based on experience elsewhere
could be in the region of £300,000.

Subsequent to approval of the Financial Statements Tesco did not seek to recover costs.
This contingency is no longer required following the appeal.

Contingent Asset

In accordance with FRS12 "Provisions, Contingent Liabilities and Contingent Assets" the
Council recognises the following contingent assets

) VAT Sharing Agreement - As part of the transfer of the housing stock, the council has
entered into a VAT sharing agreement with Victory Housing Trust. Under this
agreement the Council should receive a 50% share of £8,748,520 over the next 10
years. During the year £607,939 was received (£252,425 in 2006/07).

) The Council may have a contingent asset at the Balance Sheet date of approximately
£1.8 million. This is in respect of VAT that has been collected from off street car
parking charges over the past 9 years that may be refunded to the Council pending the
outcome of the legal case against HM Revenues and Customs by the Isle of Wight
Council and others. The case was referred by the Court of Appeal to the European
Court of Justice for determination of technical VAT issues.
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44.

(a)

Retirement Benefits

Participation in Pensions Schemes: As part of the terms and conditions of employment of
its officers, North Norfolk District Council (NNDC) offers retirement benefits. Although these
benefits will not actually be payable until employees retire, NNDC has a commitment to
make the payments that need to be disclosed at the time that employees earn their future
entitlement.

NNDC operates a pension scheme providing defined benefits based on final pensionable
pay. The assets of the scheme are held separately from those of the Council in a fund
administered by Norfolk County Council. It is administered in accordance with the Local
Government pension Scheme regulations 1997, as amended. It is contracted out of the
State Second Pension. The scheme is a funded scheme, meaning that NNDC and its
employees pay contributions into the fund, calculated at a level intended to balance the
pensions liabilities with investment assets. In addition to the employees contribution (6% of
pay, no change from 2006/07), NNDC, as employer contributed 18.2% (15.9% in 2006/07) of
the pay of employees who belonged to the scheme. The latest formal valuation was at 31
March 2007. The next formal valuation is due at 31 March 2010. The formal valuation
determines the rate at which the employing bodies participating in the fund should contribute
in the future to ensure that the existing assets and future contributions will be sufficient to
meet future benefit payments from the fund.

In 2007/08 NNDC paid an employer's contribution of £1,289,106, representing 18.2% of
pensionable pay (£1,070,627, 15.9% in 2006/07) into the Pension Fund. There were no
contributions remaining payable at the year-end. The contribution rate is determined by the
Fund's Actuary based on triennial actuarial valuations, the last review being effective from 1
April 2007. Under Superannuation Fund Regulations, contribution rates are set to meet the
overall liabilities of the Fund. The employer's contribution rate is to increase to 18.5% from 1
April 2008. In addition NNDC is responsible for all pension payments relating to added years
benefits it has awarded in respect of former employees, together with lump sums,
compensation payments and related increases. In 2007/08 these amounted to £613,556
representing 8.66% of pensionable pay. (£657,328, 9.76% in 2006/07)

(b) Transactions Relating to Retirement Benefits: NNDC recognises the cost of retirement

benefits in the Net Cost of Services when they are earned by employees, rather than when
the benefits are eventually paid as pensions. However, the charge that counts against the
Council Tax is based on the cash payments made in the year, so the real cost of retirement
benefits is reversed out in the Statement of Movement in the General Fund Balance. The
following transactions have been made in the Income and Expenditure Account and
Statement of Movement in the General Fund Balance during the year:

2007/08 2006/07
£000 £000 £000 £000
Income and Expenditure Account
Net Cost of Services
Current Service Costs 1,342 1,510
Past Service Costs 8 1,350 490 2,000
Net Operating Expenditure
Interest Costs 3,124 2,860
Expected Return on Assets in the Scheme (3,224) (100) (2,880) (20)
1,250 1,980
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Statement of Movement in the General Fund Balance

2007/08 2006/07
£000 £000
Reversal of net charges made for retirement benefits in (1,250) (1,980)
accordance with FRS 17
Actual amount charged against the General Fund Balance
for pensions in the year:
Employers' contributions payable to scheme 1,289 1,071
Retirement benefits payable to pensioners 614 657
1,903 1,728

(c) Assets and Liabilities in relation to retirement benefits

The underlying assets and liabilities for retirement benefits attributable to NNDC at 31 March
are as follows:

2007/08 2006/07 2005/06

£000 £000 £000

Estimated Assets in the Scheme (A) 45,305 45,600 41,400
Present Value of Scheme Liabilities 51,236 54,400 54,400
Present Value of Unfunded Liabilities 3,902 3,800 3,700
Total Value of Liabilities in the Scheme (B) 55,138 58,200 58,100
Net Asset / (Liability) (A) - (B) (9,833) (12,600) (16,700)

The liabilities show the underlying commitments that NNDC has in the long run to pay
retirement benefits. This represents 21.7% of the total long term assets available to NNDC.
However, statutory arrangements for funding the deficit mean that the financial position of
NNDC remains healthy. The deficit on the scheme will be made good by increased
contributions over the remaining working life of employees, as assessed by the scheme
actuary.

Liabilities have been assessed on an actuarial basis using the projected unit method, an
estimate of the pensions that will be payable in future years dependent on assumptions about
mortality rates, salary levels etc. The scheme has been assessed by Hymans Robertson, an
independent firm of actuaries, estimates are based on the latest full valuation of the scheme
as at 31 March 2008.

(d) Basis for estimating assets and liabilities

2007/08 2006/07 2005/06
% Per Annum % Per Annum % Per Annum

Price Increases 3.6% 3.2% 3.1%
Salary Increases 5.1% 4.7% 4.6%
Pension Increase 3.6% 3.2% 3.1%
Discount Rate 6.9% 5.4% 4.9%

Assets in the County Council Pension Fund are valued at fair value, principally market value
for investments. The Fund's assets consist of the following categories, by proportion of the
total assets held by the Fund:
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Assets Long Term Return NNDC Share of Assets

31 31 31 31 31 31

March March March March March March

2008 2007 2006 2008 2007 2006

% Per % Per % Per

Annum  Annum  Annum £000 % £000 % £000 %
Equities 7.7% 7.9% 7.4% 29,086 64 30,700 67 29,500 71
Bonds 5.7% 4.9% 4.6% 8,019 18 6,700 15 5,900 14
Property 5.7% 5.9% 5.5% 6,433 14 7,200 16 5,000 12
Cash 4.8% 4.9% 4.6% 1,767 4 1,100 2 1,000 3
Total 6.9% 7.1% 6.7% 45,305 100 45,600 100 41,400 100

(e) Actuarial gains and loses

The actuarial gains identified as movements on the Pension Reserve in 2007/08 can be
analysed into the following categories, measured as absolute amounts and as a percentage of
assets or liabilities at 31 March 2008.

2007/08 2006/07 2005/06 2004/05 2003/04
£000 % £000 % £000 % £000 % £000 %

Differences between the
expected and actual return ~ (4,845) (10.7) (278) (0.5) 6,230 15.0 1,360 3.8 3,965 12.4
on assets

Differences between
actuarial assumptions
about liabilities and actual
experience

(1,822) (3.3) 1,530 26 560 1.0 (1,340) (2.6) 165 0.4

Changes in the
demographic and financial

assumptions used to 8,781 3,100 (5,860) (6,731) 0
estimate liabilities

Net Difference (expressed

as a percentage of the

present value of 2,114 384352 75 930 1.6 (6,711) (12.8) 4,130 10.1

liabilities)

The actuary has calculated the value of the assets based on the actual fund returns for the
period 1 April 2007 to 31 January 2008 and index returns for the period from 1 February 2008
to 31 March 2008.
The actual fund return for the year to 31 March 2008 was 6.9%

45. Provisions
The provision represents an amount set up to meet anticipated costs arising from outstanding

housing benefit subsidy claims. The timing of any resulting transfers of economic benefits in
respect of 2006/07 is likely to be during 2008/09 and later for the 2007/08 claim.

46. NOTES TO THE CASHFLOW STATEMENT
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(a)

(b)

(©)

Revenue Grants Received

Revenue Support Grant

Rent Allowances

Council Tax Benefits

Business Rates from National Pool
Housing Subsidy

Other Grants

Total Revenue Grants received

Capital Grants Received

2007/08
£000 £000

1,240
17,612

7,590 25,202

7,387
0

976 8,363

34,825

7,067

2007/08

Department for Communities and Local Government -

Improvement Grant Contribution
Environmental Health System

Information and Communications Technology — grants

Enhanced Seafront Signage
Cromer Regeneration — grants
Cromer Foreshore

Cromer — English Heritage Lottery
Benefits System

Leisure Vehicle

Planning Delivery Grant

Regional Housing Pot

Coast Protection — DEFRA

Reconciliation of surplus to net cashflow
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2007/08 2006/07
£000 £000 £000 £000
(Surplus) /Deficit for the Year —
- Income and Expenditure A/c (561) 3,559
- Collection Fund (50) (611) (249) 3,310
Items on an Accruals Basis
Add decrease/(increase) in stock (25) (31)
Add decrease/(Increase) in debtors 554 (887)
Add increase/(decrease) in creditors (430) 99 (161) (1,079)
Non — Cash Transactions
Amortisation (92) (70)
Depreciation (Net of Government Grants (429) (29)
Deferred Amortisation)
Pension cost adjustment for FRS17 653 (252)
Provisions (537) 0
Less contributions (from)/to reserves (185) (87)
Premium on debt repayment 0 (4,424)
Add contributions to capital (HRA) 0 1
Internal capital movements met from revenue 464 (4,733)
Items Classified in another classification in (1,054) (9,594)
statement
Less net interest (received)/paid 1,400 1,237
Net_C_a_sh (Outflow)/Inflow from Revenue (166) (6,126)
Activities
(d) Movement in Cash
Balance at Balance at Movement Movement
31 March 31 March in the Year in the Year
2007 2008 2007/08 2006/07
£000 £000 £000 £000
Cash (overdraft)/In Hand (1,201) (334) 867 110
Net Cash Flow (1,201) (334) 867 110
(e) Movement in Financing and Management of Liquid Resources
Cash Non-cash
Balance at Balance at Movement Movement
1 April 2007 31 March in the Year in the Year
2008 2007/08 2007/2008
£000 £000 £000 £000
Short term Investments 11,840 11,316 (524) 0
Long term Investments 5,901 7,543 1,642 0
17,741 18,859 1,118 0

Short term investments represent the amount that the Council has on deposit for less than

one year with Banks and Building societies.

Long term investments represent the amounts that the Council has invested in bonds and
deposits, which will be held for more than one year.
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47.

48.

Events after the Balance Sheet Date

There have been no events since the balance sheet date of 31 March 2008 and up to the
date of approval by the Council on 30 June 2008 which have had a material impact on the
financial result of the past year.

However, the Council held at the balance sheet date a long-term investment with National
Westminster Bank plc with a carrying value of £3,020,000. This deposit was callable at the
option of the counterparty. NatWest exercised their option to call the deposit and it was
repaid on 15 May 2008. The investment was replaced on the same day with a long-term
investment of £1.5m and a short-term investment of £1.5m.

Financial Instruments - Balances

The investments disclosed in the balance sheet are made up of the following categories of
financial instruments:

Long Term Short Term Long Term Short Term
31 March 31 March 31 March 31 March
2007 2007 2008 2008
£000 £000 £000 £000
3,000 11,840 Loans and Receivables 3,020 11,316
2,901 0 Available-for-sale financial 4,523 0

assets
5,901 11,840 Total Investments 7,543 11,316

In accordance with the 2007 SORP the carrying amounts shown for 31%' March 2007 have
not been re-measured to amortised cost and are shown at the closing Balance Sheet values.
The carrying amounts at 31%March 2008 for Loans and Receivables are shown at amortised
cost. The Available-for-sale financial assets are shown at fair value. These assets are
Euro-sterling Bonds and their fair value has been determined by reference to market price
quotations.

Where loans are advanced at below market rates they are classed as ‘Soft Loans’ and the
2007 SORP sets out specific accounting requirements for these loans. The Council has a
small number of car loans for employees and other loans to voluntary organisations and to
encourage leisure activities and economic development. The impact of accounting fully for
the losses on these loans is considered to be an immaterial amount, and the special
accounting requirements have not been applied.
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49.

50.

51.

Financial Instruments - Gains & Losses

The gains and losses recognised in the Income and Expenditure Account and STRGL in
relation to financial instruments are made up as follows:

Financial Financial Financial Financial
Liabilities Assets Liabilities Assets
2006/07 2006/07 2007/08 2007/08
£000 £000 £000 £000
(4,560) Interest Expenditure (6)
Interest Income
1,183 Loans & Receivables 1,168
149  Available-for-sale financial assets 215
1,332 Total interest and investment 1,383
income

Gain on Revaluation (Available-for-
sale assets) 60

The interest expenditure for 2006/07 includes £4,410,000 in respect of premiums and
discounts payable when the Council repaid all its long-term debt in May 2006.

Financial Instruments — Fair Values for Assets carried at Amortised cost

The 2007 SORP requires the Council to compare the carrying value of financial assets and
liabilities shown in the Balance Sheet at amortised cost, to their fair value. Fair value is
defined as the amount for which an asset could be exchanged, or a liability settled, between
knowledgeable willing parties in an arm’s length transaction.

The Council's loans and receivables consist of term deposits with Banks and Building
Societies. Where the maturity dates of these investments is within 12 months of the balance
sheet date, the carrying amount is assumed to approximate to fair value. The contract terms
under which a term deposit is made do not permit premature redemption.

The Council holds one term deposit which is long-term. The deposit is ‘callable’ giving the
borrower the option to repay the investment every three months for its nominal value, plus
accrued interest. There is no option for the Council to prematurely end the deposit and
because there is no quoted price or active market for such deposits, the fair value of the
investment has therefore been assessed as being the same as the carrying amount on the
Balance Sheet.

None of the investments were impaired (i.e. at risk of default).
The fair value of trade receivables and payables is taken to be the invoiced amount.

The fair values are calculated as follows:

Carrying Carrying
Amount Amount
31 Fair Value 31 Fair Value
March 31 March March 31 March
2007 2007 2008 2008
£000 £000 £000 £000
Loans and Receivables
3,000 3,000 Long-term Investments 3,020 3,020
11,840 11,840  Short-term Investments 11,316 11,316
692 692 Trade Receivables (Debtors) 581 581

Financial Instruments — Risks
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The Council has adopted CIPFA’s Code of Practice on Treasury Management and complies
with The Prudential Code of Capital Finance for Local Authorities.

As part of the adoption of the Treasury Management Code, the Council approves a Treasury
Management Strategy before the commencement of each financial year. The Strategy sets
out the parameters for the management of risks associated with Financial Instruments. The
Council also produces Treasury Management Practices specifying the practical
arrangements to be followed to manage these risks.

The Treasury Management Strategy includes an Annual Investment Strategy in compliance
with central government’s Investment Guidance to local authorities. This Guidance
emphasises that priority is to be given to security and liquidity, rather than yield. The
Council's Treasury Strategy, together with its Treasury Management Practices are based on
seeking the highest rate of return consistent with the proper levels of security and liquidity.

The Council’s activities expose it to a variety of financial risks:
« Credit risk — the possibility that other parties might fail to pay amounts due to the Council.

« Liquidity risk — the possibility that the Council might not have funds available to meet its
commitments to make payments.

« Market risk — the possibility that the value of an instrument will fluctuate because of
changes in interest rates, market prices etc.

Credit Risk

The Council manages this risk by ensuring that investments are placed with central
government, other local authorities or banks and building societies having sufficiently high
credit ratings and for the maximum periods as set out in the Treasury Management Strategy,
Practices and Schedules.

The table below summaries the nominal value of the Council’s investment portfolio at the end
of each financial year into the relative credit rating.

Amount Amount Long-
as at as at Term
31 March 31 March  Rating
2007 2008
£000 £000
10,000 1,500 Aor A3
1.840 Dep_os?ts with Banks and Building 5,060 AA-
Societies
3,000 7,000 AA+
3,000 Bonds and Money Market Funds 5,075 AAA
17,840 Total 18,635

The Council has no historical experience of counterparty default and the Council does not
anticipate any losses from default in relation to any of its current to deposits and bonds. No
credit limits were exceeded in the financial year.

The Council does not generally allow credit to its customers. Trade debtors at the 31 March
2008 total £581,000, of which £210,000 was outstanding greater than 30 days. Based on
the historical experience of uncollectablility, the maximum exposure is estimated to be 2.67%
of the debt outstanding, or a total of £15,500.

The past due amount can be analysed by age as follows:
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52.

£000

Less than three months 71
Three months to one year 93
More than one year 46
210

Liquidity Risk

The Council is currently debt free and does not have any maturing liabilities for which funds
would be required. The Council has ready access to short-term borrowing should this be
required, and there is no significant risk that it will be unable to raise funds to meet its
commitments.

Market Risk
1. Interest Rate

The Council is exposed to risks arising from the movements in interest rates. If interest rates
were to fall, there would be a reduction in the amount of interest credited to the Income and
Expenditure Account. The impact of a reduction in interest rates would be delayed as term
deposits are fixed for a period of time, and it is not until the investment matures that the
lower rate would impact on the Council’s investment return. If the overall rate of return on
investments had been 0.25% lower, there would have been a reduction of £60,400 in
investment income.

The sensitivity to interest rate movements is assessed as part of the budget setting process,
and interest rates movements and the resulting impact is monitored throughout the year as
part of routine budget monitoring.

2. Price Risk

The investment in Euro-sterling Bonds exposes the Council to the risk that any increase in
interest rates will adversely affect the price of the bonds and consequently cause the fair
value of the asset to fall. For example, if the price of the bonds held by the Council reduced
by 1%, there would be a loss in fair value of £45,200 which would be reflected in the STRGL.

3. Foreign Exchange Risk

The Council has no financial assets or liabilities denominated in foreign currencies and
therefore there is no exposure to loss arising from movements in exchange rates.

Financial Instruments Adjustment Account

The Financial Instrument Adjustment Account is a new account in the Balance Sheet under
the requirements of the 2007 SORP. There are certain items of income and expenditure, for
example the premium or discounts on the extinguishment of a loan or the loss on soft loans
advanced at less than market rates of interest, which in accordance with proper accounting
practices under the SORP should be charged to the Income and Expenditure Account.
However, there are statutory provisions which allow these items of income and expenditure
to be deferred over future years, thereby spreading the impact on the General Fund.
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HOUSING REVENUE ACCOUNT
INCOME AND EXPENDITURE ACCOUNT

2006/07 2007/08
£000 Notes £000 £000
INCOME
(33) Housing Revenue Account subsidy receivable (3) 0

(33) Total Income

EXPENDITURE
16 Repairs and maintenance
1 Rents, rates, taxes and other charges
11 Debt Managements Costs (4)
16 Increase in bad debt provision

o O O o

44 Total Expenditure

17 Net Cost of HRA Services per Authority Income and
Expenditure Account

11 Net Cost of HRA Services
277 Interest payable and similar charges (4)
17 Amortisation of premiums and discounts (4)

(6) Interest and investment income

299 (Surplus) or deficit for the year on HRA services

STATEMENT OF MOVEMENT ON THE HRA BALANCE

2006/07 Notes 2007/08
£000 £000

299 (Surplus) or deficit for the year on the HRA Income and
Expenditure Account

299 (Increase) or decrease in the Housing Revenue Account
Balance

(300) Housing Revenue Account surplus brought forward (6)

(1) Housing Revenue Account surplus carried forward
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HOUSING REVENUE ACCOUNT NOTES
General

The Housing Revenue Account (HRA) summarises the transactions relating to the
management of the Council's stock of dwellings, garages, estate shops and land held for
housing purposes. The transfer of the majority of the council’s housing stock and associated
functions to Victory Housing Trust took place in 2005/06.

Consent was granted by the Department for Communities and Local Government (DCLG) on
13 February 2007 to transfer the 12 remaining properties to the General Fund as at 1 April
2006, then on 27 March 2007 consent was given that the HRA could be closed from 1 April
2007. There were no transactions within the HRA during 2007/08.

The HRA and supporting notes have been included for 2006/07 where applicable.

Housing Stock

2007/08 2006/07
Stock at 1 April 0 12
Transfer to General Fund 0 (12)
Stock at 31 March 0 0

Housing Revenue Account Subsidy

Housing Revenue Account subsidy represents a grant paid to or from Central Government
towards the cost of providing social housing at below the market rent.

Borrowing Cost

Borrowing Costs are calculated upon the Housing Revenue Account’s share of the Council’s
outstanding debt, in accordance with legislation and are made up of the following:

2007/08 2006/07
£000 £000
The borrowing costs are made up of:-

Interest 0 277

Premiums and Discounts on Premature
0 17

Debt Repayment

Debt Management Expenses 0 11
0 305

Fixed Assets
During 2005/06 4,653 properties were transferred to Victory Housing Trust, some properties

were retained by the Council. Consent was granted by the DCLG to transfer all remaining land
and properties to the General Fund as at 1 April 2006.

01/04/08 01/04/07 01/04/06
£000 £000 £000
Operational Assets- Dwellings 0 0 1,300
0 1,300
Non-operational Assets 0 0 419
Total 0 1,719
Balances

The HRA balance at 1 April 2006 was used to fund remaining transactions during 2006/07.
The remaining balance of £1,171 has been transferred was transferred to the General Fund
on the 31 March 2007.
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COLLECTION FUND INCOME AND EXPENDITURE ACCOUNT

INCOME

Council Tax Net of Benefits &

Transitional relief

Transfers from General Fund
Council Tax Benefits
Transitional Relief

Business Ratepayers
Contributions
Adjustment to Previous
Year's Community Charge

EXPENDITURE

Precepts & Demands
Business Rates
Payment to National Pool
Costs of Collection
Bad & Doubtful Debts/Appeals
Write Offs
Provisions

Contributions towards Previous

Year's Estimated Surplus
Surplus / (Deficit) for the Year

BALANCE
At start of year
Surplus / (Deficit) for year

At end of year

Notes

2007/08
£000 £000
(49,179)

(6,663)
3 (6,660)
(17,533)
0
(73,372)
55,320

17,320
213 17,533

86
5 91
378
50
73,372
726
50
776
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2006/07
£000 £000
(46,711)

(6,292)
2 (6,290)
(17,743)
M
(70,745)
52,349

17,534
209 17,743

39
48 87
317
249
70,745
477
249
726




COLLECTION FUND NOTES

1. General

This account reflects the statutory requirement for billing authorities, (those responsible for
collecting the Council Tax) to maintain a separate Fund showing the transactions in relation to
Business Rates, Council Tax and Community Charge. It illustrates the way in which these
have been distributed to precepting councils and the General Fund. The Collection Fund is
consolidated with the other accounts of the billing authority for Balance Sheet purposes.

2. Transfers from General Fund

Of the amount shown as transfers from General Fund, subsidy is received from the
Department of Social Security for credit to General Fund, on account of benefit expenditure.
The standard rate of subsidy is 100% but some benefit payments attract lower subsidy rates.

The transitional relief credit is retained by the General Fund.

3. Business Ratepayers

Business rates are collected from the occupiers of such premises based upon a rateable
value and a national rate in the £ of that rateable value. The total rateable value for the District
was £49,123,859 on 31 March 2008 (£49,036,972 on 31 March 2007). The Government fixed
the rate at 44.4p in the £ for 2007/08 (43.3p in 2006/07). Transitional arrangements are in
force which phase in increases and decreases in liability from the former rates base and the
2005 revaluation.

The Business Rates collected are paid to the Government who also collect, on a basis of a
centrally maintained valuation list, from such occupiers as electricity, gas and water
undertakings. The total received in the National Pool is redistributed by the Government on
the basis of resident population. North Norfolk received £7,387,360 in the year (£6,888,359 in
2006/07). The payment to the National Pool is net of the cost of collection which is reimbursed
by the Government.

4. Precepts and Demands
The authorities that made a precept or demand on the Collection Fund are:

Plus
Collection Net Net
Precept/ Fund Payment Payment
Demand Surplus 2007/08 2006/07
£ £ £ £

North Norfolk District 6,200,348 43,591 6,243,939 5,997,336
Council (including Parish
precepts)
Norfolk County Council 42,464,860 289,466 42,754,326 40,459,539
Norfolk Police Authority 6,654,887 44,432 6,699,319 6,209,929
Total 55,320,095 377,489 55,697,584 52,666,804
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The Council Tax Base for 2007/08 is as follows:

Number of Equivalent Adjusted
Valuation Chargeable Number of band Equivalent
Band Dwellings adjusted D Dwellings Number of Band D
for Discounts Dwellings

2007/08  2006/07 2007/08 2006/07 2007/08  2006/07

A 8,543 8,385 5,692 5,587 5,587 5,461
B 12,285 12,085 9,555 9,399 9,378 9,187
C 9,924 9,870 8,821 8,773 8,658 8,575
D 7,681 7,643 7,681 7,643 7,539 7,470
E 4,092 4,075 5,002 4,981 4,909 4,869
F 1,881 1,895 2,717 2,737 2,667 2,675
G 893 894 1,488 1,491 1,460 1,457
H 69 70 138 139 136 136
Contribution

from Ministry

of Defence 0 0 0 0 28 212

Total Tax Base 45,368 44,917 41,094 40,750 40,362 40,042

Therefore each £1 of Council Tax set was calculated to produce income of £40,362 (£40,042
in 2006/07).

Band D Tax Rate

This Council set a Council Tax of £1,342.62 for a band D dwelling, (£1,281.15 in 2006/07),
which consisted of £1,052.10 (£1004.40 in 2006/07) for Norfolk County Council, £164.88
(£154.17 in 2006/07) for the Norfolk Police Authority and £125.64 (£122.58 in 2006/07) for the
District's requirements. Sums ranging from nil to £69.91 (nil to £63.52 in 2006/07) were the
subject of additional charges for parish and town council requirements.

The calculation of the Council Tax is based upon the adjusted equivalent number of band D
dwellings in an area. The adjustment to arrive at the Council Tax base is in respect of
anticipated non-collection of a small percentage of the amounts due.

Discounts are given for empty and other properties, in respect of students, disabled people
and single occupiers. Since 2004/05 the Council has implemented the provisions of the Local
Government Act 2003 and exercised its discretionary powers to reduce or eliminate discounts
on certain empty properties and second homes.

Balances

The balance on the fund represents a surplus from the council tax transactions and the few
remaining community charge transactions. The surplus is shared with the Norfolk County
Council and Norfolk Police Authority broadly in the proportion to their and our Council Taxes.
The balance is attributed as follows:

Share of Balance

31/03/08 31/03/07

£ £
North Norfolk District Council 87,579 83,093
Norfolk County Council 594,930 556,184
Norfolk Police Authority 93,235 86,231
Total 775,744 725,508
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF NORTH
NORFOLK DISTRICT COUNCIL

Opinion on the financial statements

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

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

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

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

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

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

| read other information published with the Authority accounting statements, and consider whether
it is consistent with the audited Authority accounting statements. This other information comprises
the Explanatory Foreword | consider the implications for my report if | become aware of any
apparent misstatements or material inconsistencies with the Authority accounting statements. My
responsibilities do not extend to any other information.
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I conducted my audit in accordance with the Audit Commission Act 1998, the Code of Audit
Practice issued by the Audit Commission and International Standards on Auditing (UK and Ireland)
issued by the Auditing Practices Board. An audit includes examination, on a test basis, of evidence
relevant to the amounts and disclosures in the Authority accounting statements and related notes.
It also includes an assessment of the significant estimates and judgments made by the Authority in
the preparation of the Authority accounting statements and related notes, and of whether the
accounting policies are appropriate to the Authority’s circumstances, consistently applied and
adequately disclosed.

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

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

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

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

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

| have undertaken my audit in accordance with the Code of Audit Practice and having regard to the
criteria for principal local authorities specified by the Audit Commission and published in
December 2006, | am satisfied that, in all significant respects, North Norfolk District Council made
proper arrangements to secure economy, efficiency and effectiveness in its use of resources for
the year ending 31 March 2008.
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Best Value Performance Plan

| issued our statutory report on the audit of the Authority’s best value performance plan for the
financial year 2007/08 in December 2007. | did not identify any matters to be reported to the
Authority and did not make any recommendations on procedures in relation to the plan.

Certificate

| certify that | have completed the audit of the accounts in accordance with the requirements of the
Audit Commission Act 1998 and the Code of Audit Practice issued by the Audit Commission.

Andy Perrin

Audit Commission

Regus House

1010 Cambourne Business Park
Cambourne, Cambridge

CB23 6DP

Date:
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GLOSSARY OF TERMS
Accruals

The accounting treatment that requires expenditure and income to be recognised in the
period it is incurred or earned, not when the money is actually paid or received.

Amortisation

The process of spreading a cost to revenue over a number of years. For example Intangible
Assets are amortised to revenue over their useful life.

Annual Governance Statement (AGS)
The formal statement that recognises, records and publishes an authority’s governance
arrangements as defined by the CIPFA/SOLACE framework. From 2007/08 the AGS replaces
the Statement of Internal Control.

Bad Debts

Amounts owed to the Council which are considered unlikely to be recovered. An allowance is
made in the accounts for this possibility.

Balance Sheet

The Council's financial position at the year end. It summarises what the respective assets and
liabilities are.

Business Rates
Or National Non-Domestic Rates, are collected from occupiers of business properties based
upon a rateable value and a nationally set rate. The money collected is paid to the
Government who redistributes it to Councils based on population.

Capital Adjustment Account
An account which reflects the difference between the cost of fixed assets consumed and the
capital financing set aside to pay for them. The balance represents the balance of capital
resources set aside to finance capital expenditure (e.g. capital receipts, revenue contributions)
awaiting consumption of resources e.g. from depreciation and impairment.

Capital Expenditure
Spending on the purchase or enhancement of significant assets which have an expected life
of over a year - for example major improvements to council housing or construction of a car
park.

Capital Financing Requirement

The Capital Financing Requirement represents the Council’'s underlying need to borrow for
capital purposes.

Capital Receipts

Money received from the sale of assets. This can be used to finance capital expenditure or
repay debt.
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Collection Fund
The account which contains all the transactions relating to Community Charge, Council Tax
and Business Rates together with the payments to this Council, Norfolk County Council and
Norfolk Police Authority to meet their requirements.

Contingent Assets
A Contingent Assets is a possible asset that arises from past events and whose existence will
only be confirmed by the occurrence of one or more uncertain future events not wholly within
the Council’s control.

Contingent Liabilities
A Contingent Liability is a possible obligation that arises from past events and whose
existence will be confirmed only by the occurrence of one or more uncertain future events not
wholly within the Council’s control.

Creditors

Amounts which the Council owes to others for goods and services received before the year
end of 31 March but which were not paid until after 1 April.

Debtors
Sums which at 31 March are owing to the Council.

Deferred Capital Receipts
Representing the amounts that are not available as cash. They arise from Council house
sales on mortgage to the Council, and where repayments of principal sums due are received
over a number of years.

Deferred Charges
Capital expenditure that does not result in the creation of a Council owned tangible fixed asset
(for example, grants in respect of improvements to private houses) is treated as a deferred
charge.

Department for Communities and Local Government (DCLG)

Government department that replaced the Office of the Deputy Prime Minister (ODPM) in
2006.

Depreciation

A measure of the financial effect of wearing out, consumption or other reduction in the useful
life of a fixed asset.

Financial Instruments

Any contract that gives rise to a financial asset of one entity and a financial liability or equity
instrument of another. The term covers both financial assets and financial liabilities. Examples
of financial assets include bank deposits, equity instrument of another entity, e.g. shares,
contractual right to receive cash or another financial asset from another entity, such as a trade
debtor. Financial liabilities include for example, contractual obligations to deliver cash or
another financial asset.
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Financial Reporting Standard 17 (FRS 17)

The requirement for Local Authority’s to include the forecast cost of future pensions in the
accounts on a notional basis.

Fixed Assets

Representing, as fixed assets, the value of what the Council owns in terms of property, land
etc. and what is owed to the Council in respect of debt.

Impairment
Reduction in the value of a fixed asset below its amount included in the Balance Sheet.
Intangible Assets

Intangible Assets are non financial fixed assets that do not have a physical substance and
include for example software licences.

Large Scale Voluntary Transfer (LSVT)

The process of transferring Council House stock from a local Authority to a Registered Social
Landlord. North Norfolk District Council transferred its housing stock to North Norfolk Housing
Trust in February 2006.

Leasing

A method of acquiring items such as vehicles and computer equipment by payment of a lease
charge over a period of years. There are two types of lease.

¢ A finance lease is where the Council effectively pays for the cost of an asset (it counts as
capital expenditure for control purposes and is included on our Balance Sheet).

A primary lease period is that period for which the lease is originally taken out and a
secondary period relates to any extension.

e An operating lease (a long-term hire) is subject to strict criteria and the cost can be
charged as a running expense. The item leased must be worth at least 10% of its original
value at the end of the lease and does not appear on the Balance Sheet.

Liabilities
This shows what the Council owes for borrowing, creditors etc. at the Balance Sheet date.

Local Area Agreement (LAA)

A local area agreement (LAA) (which applies to England only) is a three-year agreement
between the Government Office (GO) for the area and a local strategic partnership (LSP)
representing the local authorities, other public, private, voluntary and community interests for
the area. The LAA sets out the priorities for a local area for example Norfolk, in defined areas
of activity. As the upper-tier local authority, Norfolk County Council must act as the
accountable body for the LAA.

Minimum Revenue Provision

The minimum amount which must be charged to the revenue account each year and set aside
as a provision to meet the rest of credit liabilities for example borrowing
Precepts
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The amount which the Norfolk County Council and Norfolk Police Authority require us to
collect, as part of the Council Tax, to pay for their services is called a precept. Town and
Parish Councils also precept on the District Council to pay for their expenses.

Preserved Right to Buy Receipts (PRTB)
Preserved Right to Buy Receipts arise following a housing stock transfer where the local
Authority and the Registered Social Landlord (RSL) entered into a sharing agreement
whereby the proceeds from Preserved Right to Buy sales are split between the Authority and
the RSL.

Prudential Code
Professional code of practice developed by CIPFA which came into effect from the 1 April
2004 to ensure Local Authorities Capital investment plans are affordable, prudent and
sustainable. ‘The code allows authorities to undertake borrowing to finance capital
expenditure as long as they can demonstrate affordability. *

Public Works Loans Board (PWLB)

An independent statutory body which lends to Local Authorities requiring loans for capital
purposes.

Reserves

Accumulated balances built up from excess of income over expenditure or sums that have
been specifically identified for a particular purpose which are known as earmarked reserves.

Revaluation Reserve

Net unrealised gains from the revaluation of fixed assets recognised in the balance sheet.
Introduced in the 2007 SORP from 1 April 2007.

Revenue Contribution to Capital (or Direct Revenue Financing)
Use of revenue resources to finance capital expenditure.
Revenue Expenditure
The day to day running expenses on the services provided.
Revenue Income
Amounts receivable for such items as rents and charges for services and facilities.
Revenue Support Grant (RSG)

Grant paid by central government to aid local authority services in general as opposed to
specific grants which may only be used for a specific purpose.

Soft Loans
Loans which are made at less than market rates or interest free. An authority will sometimes

make soft loans to achieve a policy or service objective. For example an interest free loan to
a voluntary organisation to provide upfront funding or car loans to employees.
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Supported Capital Expenditure

The amount of capital expenditure for which the Authority receives support for the associated
debt costs through the Revenue Support Grant.

Temporary Loans
Money borrowed on a short-term basis as part of the overall borrowing strategy.
VAT Shelter

A procedure agreed by the DCLG and HM Revenues and Customs to ensure that following a
housing stock transfer there is no impact on taxation. Had the Council retained the housing
stock and carried out the necessary works on the properties the VAT would have been
reclaimed by the Council, however the Housing Trust are unable to recover the VAT and the
VAT shelter arrangement allows the VAT to be recovered and shared between the Council
and Victory Housing Trust.
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