CASTLEREAGH Borough Council FINANCE DEPT.
30 OCT 2008

Financial Statements
for the year ended 31 March 2008



CASTLEREAGH Borough Council

Contents

Explanatory Foreword
Certificate of the Chief Financial Officer
Council Approval of Statement of Accounts

Statement of the Council’s and Chief Financial Officer’s Responsibilities
for the Statement of Accounts

Governance Statement

Local Govemment Auditor’s Report to the Members of Castlereagh Borough Council
District Fund — Income and Expenditure Account

Statement of Movement on the District Fund Balance

Statement of Total Recognised Gains ;md Losses

Balance Sheet

Cash Flow Statement

Notes to the Financial Statements

Group District Fund — Income and Expenditure Account

Reconciliation of the Single Entity Surplus or Deficit for the Year to
The Group Surplus or Deficit

Group Statement of Total Recognised Gains and Losses
Group Balance Sheet

Group Cash Flow Statement

Notes to the Group Financial Statements

Accounts Authorised for Issue Certificate

Page 2

Page

12-13
14
15
15
16
17
18 - 43
44

45

45
46
47
48 - 52

53



CASTLEREAGH Borough Council

Explanatory Foreword

Introduction

The Council’s financial performance for the year ended 31 March 2008 is as set out in the District Fund -
Income and Expenditure Account and Balance Sheet.

These financial statements have been prepared in line with the Code of Practice on Local Authority
Accounting in the United Kingdom: A Statement of Recommended Practice (SORP) and the Department
of the Environment Accounts Direction, Circular LG 05/08 dated 6 March 2008 and subsequently
amended by a letter dated 20 March 2008. It is the purpose of this foreword to explain the financial facts
in relation to the Council. Comparative figures have been re-stated to take account of changes in
accounting treatment as a result of the SORP.

This Statement of Accounts explains Council's finances during the financial year 2007/08 and its financial
position at the end of that year. It follows approved accounting standards and is necessarily technical in
parts. The foreword summarises the main features and should include those items as per the list of nine
recommended topics in paragraph 5:12 of the 2007 SORP, where relevant.

Group Accounts

The 2007 SORP requires local authorities to consider all their interests and to prepare a full set of
group Financial Statements where they have material interests in subsidiaries, associates or joint
ventures.

The Council is deemed to exercise dominant influence over the Hanwood Trust Company Limited
(Hanwood) since :

o the Council effectively makes the key strategic decisions
 the Hanwood Project Manager reports to a manager in the Council
¢ Council project managed the construction of the Hanwood centre

Hanwood is treated as a 100% subsidiary of Castlereagh Borough Council and ‘hence Group
accounts have been prepared.

Financial Report

For the year ended 31 March 2008 the Council increased its District Fund reserve by £1,119k to
£2,977k. The Council’s budget of £13.0m was supplemented by £101k for finalisation of district
rates. Total net expenditure reported in the District Fund - Income and Expenditure Account was
£11.4m creating a surplus of £1.6m prior to an allocation of £673k to the Capital Fund.

Expenditure on capital projects during the year amounted to £1,577k, made up of buildings £415k,
vehicles £270k, equipment £95k and work in progress £797k.
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CASTLEREAGH Borough Council

Certificate of the Chief Financial Officer

I certify that:

(a) the Statement of Accounts for the year ended 31 March 2008 on pages 14 to 53 has been
prepared in the form directed by the Department of the Environment and under the
accounting policies set out on pages 18 to 25.

(b) in my opinion the Statement of Accounts presents fairly the income and expenditure and

cash flows for the financial year and the financial position as at the end of the financial
year.

oooooooooooooooooooooooooooooo

Council Approval of Statement of Accounts

These accounts were approved by resolution of the Finance & General Purposes Committee on 26
June 2008
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CASTLEREAGH Borough Council

Statement of the Council’s and Chief Financial Officer’s Responsibilities for the
Statement of Accounts

The Council’s Responsibilities

Under Section 54 of the Local Government Act (Northern Ireland) 1972 the Council shall make
safe and efficient arrangements for the receipt of money paid to it and the issue of money payable
by it, and those arrangements shall be carried out under the supervision of such officer of the
Council as the Council designates as its Chief Financial Officer.

Under Regulation 5 of the Local Government (Accounts and Audit) Regulations (Northern Ireland)
2006 the Council, or a Committee, is required by resolution, to approve the accounts. These
accounts were approved by Finance and General Purposes Committee on 26 June 2008.

The Chief Financial Officer’s Responsibilities

Under Regulation 4 (1) of the Local Government (Accounts and Audit) Regulations (Northern
Ireland) 2006, the Chief Financial Officer is responsible for the preparation of the Council’s
Statement of Accounts in the form directed by the Department of the Environment.

The accounts must present fairly the income and expenditure and cash flows for the financial year
and the financial position as at the end of the financial year.

In preparing this Statement of Accounts, the Chief Financial officer is required to:

J observe the Accounts Direction issued by the Department of the Environment including
compliance with the Code of Practice on Local Authority Accounting in the United
Kingdom: A Statement of Recommended Practice (SORP) as amended and augmented
from time to time.

. follow relevant- accounting and disclosure requirements and apply suitable accounting
policies on a consistent basis.
. make judgements and estimates that are reasonable and prudent.

The Chief Financial Officer is also required to:

o keep proper accounting records that are up-to-date.
. take reasonable steps for the prevention and detection of fraud and other irregularities.
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CASTLEREAGH Borough Council

Annual Governance Statement 2007/2008
Scope of responsibiliéy

Each Council is responsible for ensuring that its business is conducted in accordance with the law and
proper standards, and that public money is safeguarded and properly accounted for, and used
economically, efficiently and effectively. Each Council also has a duty under Local Government (Best
Value) Act (Northern Ireland) 2002 to make arrangements for 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, Councils are 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.

Councils shall prepare an Annual Governance Statement which is consistent with the principles of the
CIPFA/SOLACE Framework Delivering Good Governance in Local Government and which is in full
compliance with the Framework for the year commencing 1 April 2009. This statement explains how the
Council is pro gressing towards this and also meets the requirements of Regulation 2A of the Local
Government Accounts and Audit (Amendment) Regulations (Northern Ireland 2006) in relation to the
publication of a statement on internal control.

The purpose of the governance framework

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

The system of internal control is a significant part of that framework and is designed to manage risk to a
reasonable level. It cannot eliminate all risk of failure to achieve policies, aims and objectives and can
therefore only provide reasonable and not absolute assurance of effectiveness.

The system of internal control is based on an ongoing process designed to identify and prioritise the risks
to the achievement of Council’s policies, aims and objectives, to evaluate the likelihood of those risks
being realised and the impact should they be realised, and to manage them efficiently, effectively and

economically.

[n 2007 CIPFA withdrew its guidance relating to Statements on Internal Control with the publication of
the joint CIPFA/SOLACE “Delivering Good Governance: Framework”. This requires the publication of
an Annual Governance Statement rather than a Statement on Internal Control. Local authorities in England
have been preparing the less comprehensive Statement on Internal Control for several years. The
Department recognizes that Councils had been preparing to include with their accounts, for the first time
in 2007-2008, a Statement on Internal Control. As a result of the revised proper practice requirements,
Councils are required to prepare an Annual Governance Statement in 2007-2008, without having
previously completed a Statement on Internal Control.
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CASTLEREAGH Borough Council
Annual Governance Statement 2007/2008

Some aspects of the Statement of Internal Control are carried forward to the Annual Governance
Statement. Where this is the case, Councils will have undertaken the necessary preparatory work.

Where the Annual Governance Statement provides additional requirements local government bodies will
include in its disclosure one of the following:

¢ Compliance

* Intention to comply by 1 April 2009 (or earlier)

¢ Intention not to fully comply and reasons why.

The Council’s Governance framework is based on the following key elements:

¢ identifying and communicating the Council’s vision of its purpose and intended outcomes for
citizens and service users
» The Council Corporate Plan, approved by the Council, covers 2006 — 2009. The plan is widely and
freely available at council locations and also has been issued to libraries and all community groups.
The Corporate Plan is also available on the council’s website.

» The Strategic Aims of the council are to ‘cascade’ downwards through the plans from the top to the
bottom, i.e. there is to be a clear link between the Council’s Strategic Aims and Core Values in its
Corporate Strategy to departmental and service objectives in the business and management plans,
and then direct communication to all staff through the Appraisal Scheme.

» There are a number of business plans covering each department/service area. The business plans
complement the Corporate Plan by assigning the tasks deemed necessary to achieve the council’s
objectives, i.e. management is expected to demonstrate through the content of each part of its
plan(s) how they will seek to achieve the Strategic Aim(s).

Not all departmental business plans were completed in 2007-08, but it is the Council’s intention to have all
departmental business plans in place by 1 April 2009 for 2009-10.

* reviewing the council’s vision and its implications for the Council’s governance arrangements
» The Corporate Plan is reviewed every four years while the business plans are reviewed annually:.
As appropriate, the plans are updated to reflect changing conditions and circumstances.

The Council is in compliance with this key element of the governance framework.

® measuring the quality of services for users, for ensuring they are delivered in accordance with
the council’s objectives and for ensuring that they represent the best use of resources
» The Council uses a system of Key performance indicators (KPTI’s) as required by the DOE,

» The Council also has the annual financial statements to prepare that provide information on the
Council’s annual financial performance,

The Council is in compliance with this key element of the governance framework.
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CASTLEREAGH Borough Council

Annual Governance Statement 2007/2008

¢ defining and documenting the roles and responsibilities of the executive, non-executive, scrutiny
and officer functions, with clear delegation arrangements and protocols for effective
communication
» The Finance & General Purposes Committee of the Council focuses on improving the Council’s
performance with regard to economy, efficiency and effectiveness. The committee can investi gate
everything of concern / interest to it.

» There is a scheme of delegation in place, e.g. tender, quote and invoice sign off limits are set by
Council and communicated to staff at least annually.

> Other measures in place that address the principle of performing effectively in defined functions
and roles include:

v'Financial regulations

v’ Recruitment procedures

v'Conditions of employment

v"Employment policies and procédures (employees handbook)
v’ Job descriptions

v"Performance appraisal system
The Council is in compliance with this key element of the governance framework.

¢ developing, communicating and embedding codes of conduct, defining the standards of
behaviour for members and staff
» Codes of conduct have been issued for members and staff. The system in place for keeping detailed
records of payments to members complies with Section 8 of the Payments to Councillors
Regulations 1999. A register of pecuniary and relevant non-pecuniary interests is maintained for
~all staff and a draft policy with respect to the receipt of gifts is under consideration.

» The code of conduct for members is currently not mandatory as issued by the DOE

The members will require further training on the disclosure requirements in 2008-09, but the Council will
continue to try and comply with this key element of the governance framework although mandatory.

* reviewing and updating standing orders, standing financial instructions, a scheme of delegation
and supporting procedure notes/manuals, which clearly define how decisions are taken and the
- processes and controls required to manage risks
» The Council’s Risk Management Manager is facilitating the implementation of the approved risk
management strategy. Departmental risk registers have been produced and are being used as input
to a corporate risk register. Business continuity is to be combined with risk management. There
will be monthly departmental reviews and bi-annual reviews by senior management.

> Insurance cover is fully placed with the market on the basis of a tri-annual tender. Annual savings
are achieved during the tender period as a result of a rigorous risk assessment / incident
management regime.

Page &










































































































































