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CASTLEREAGH Borough Council

Explanatory Foreword

Introduction

The Council’s financial performance for the year ended 31 March 2011 is set out in the Comprehensive Income and
Expenditure Statement and it's financial position is set out in the Balance Sheet and Cash Flow Statement.

These financial statements have been prepared in line with the Code of Practice on Local Authority Accounting the United
Kingdom 2010/11 (the Code) and the Department of the Environment Accounts Direction, Circular LG 10/11 dated 20 April
2011. it is the purpose of this foreword to explain, in an easily understandable way the financial facts in relation to the
Council. Comparative figures have been re-stated to take account of changes in accounting requirements as a result of the
introduction of the Code and International Financial Reporting Standards.

This Statement of Accounts explains Castlereagh Borough Council's finances during the financial year 2010/11 and its
fimancial position at the Financial year end. The Statement of Accounts follows approved accounting standards and is
necessarily technical in parts.

Group Accounts

The Code 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, Castlereagh Borough Council previously
prepared Group acccounts for The Hanwood Trust Company Limited as it was deemed to exercise dominant influence under
UK GAAP. Castlereagh Borough Council no longer exercises control over Manwood Trust Company Ltd as defined in the
Code and therefore Is not deemed to be a subsidiary of the Council. Furthermore, although the Council still retains
significant influence over Hanwood Trust, the Council has no beneficial interest in the assets of Hanwood other than on
liquidation and the Gouncil is not entitied to any share of Hanwood's profits or losses. Therefore, Hanwood is regarded as an
associate of the Council and has been accounted for at cost (less any impairment) in the Council's single entity financial
statements. Group accounts have not been prepared as the Council consider the difference between the valuation in the
group accounts and the single entity financial statements to be immaterial.

The Movement in Reserves Statement

This Statement, as set out on page 19, shows the movement in the year on the different reserves held by the Council,
analysed into 'usable reserves' (i.e. those that can be applied to fund expenditure or reduce local taxation) and other
"unusable” reserves. The 'Surplus or (deficit) on the provision of services' line shows the true economic cost of providing the
Council's services, more details of which are shown in Comprehensive income and Expenditure Statement. These are
different from the statutory amounts required to be charged to the District Fund Balance for Local Tax purposes. The 'Net
increase /decrease before transfers to statutory and other reserves' line shows the statutory Comprehensive Income and
Expenditure before any discretionary transfers to or from statutory and other reserves are undertaken by the Council.
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The Comprehensive Income and Expenditure Statement

This statement, as set out on page 20, shows the accounting cost in the year of providing services in accordance with
generally accepted accounting practices, rather than the amount to be funded from rates. Councils raise income to cover
expenditure in accordance with regulations; this may be different from the accounting cost. The taxation position is shown in
the Movement in Reserves Statement.

The Balance Sheet

The Balance Sheet, as set out on page 21, shows the value as at the Balance Sheet date of the Council's assets and
liabilities. The net assets of the Council (assets less liabilities) are matched by the reserves held by the Council. Reserves
are reported in two categories. The first category of reserves are usable reserves, those reserves that the Council may use
to provide services, subject to the need to maintain a prudent level of reserves and any statutory limitations on their use {for
example the Capital Receipts Reserve that may only be used to fund capital expenditure or repay debt). The second .
category of reserves are those that the authority is not able to use to provide services. This category of reserves includes
reserves that hold unrealised gains and losses (for example the Revaluation Reserve), where amounts would only become
available to provide services if the assets are sold; and reserves that hold timing differences shown in the Movement in
Reserves Statement line ‘Adjustments between accounting basis and funding basis under regulations’.

The Cash Flow Statement

The Cash Flow Statement, as set out on page 22, shows the changes in cash and cash equivalents of the Council during the
reporting period. The statement shows how the Council generates and uses cash and cash equivalents by classifying cash
flows as operating, investing and financing activities. The amount of net cash flows arising from operating activities is a key
indicator of the extent to which the operations of the Council are funded by way of rates and grant income or from the
recipients of services provided by the Council. Investing activities represent the extent to which cash outflows have been
made for resources which are intended to contribute to the Council's future service delivery. Cash flows arising from
financing activities are useful in predicting claims on future cash flows by providers of capital {i.e. borrowing) to the Council.
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Financial Report

For the year ended 31 March 2011 the Council decreased its District Fund reserve by £791k to £754k. The Council’s budget
of £13.9m was reduced by £181k for prior year finalisation payment of district rates. The total net expenditure on continuing
operations reported in the Comprehensive Income and Expenditure Statement is £10.8m .

- These Financial Statements have been prepared under international Financial Reporting Standards (IFRS) as
required by the Code. Prior year figures have been re-stated to take account of changes in accounting
requirements as a result of the introduction of the Code.

- Non distributed costs within other services (See Note 2} in 2010/11, have been impacted by a credit of £4.1m as
a result of the change of assumptions in the Council Retirement Assets and Liabilities.

- Under IFRS based accounts, IAS 16 requires asset valuations to reflect fair values. Fixed assets (sea Note 10a),
reflects the fair value review of Land, Buildings and Non Operational Assets undertaken as at 31 March 2011.
This review uses asset indices provided by Land and Property Services {L.PS) that reflects changes to the Council
Land and Buildings valuations. This has reduced asset values by £10.7m.

- Expenditure on Capital projects during the year amounted to £2.5m, the most significant spend was on Dundonald
Interational Ice Rink £464k, vehicles and equipment £362k and Castlereagh Hills Golf Club £152k.

- The Council's Capital expenditure as at 31 March 2011 (see Note 11) is fully funded. During 2010/11, the £2.5m
of capital spend has been funded by a mixture of Government Loans (£922k), finance leases (£458k), capital
receipts (£15k), capital grant (£735k) and revenue contributions (£400k).

- The Council's Fitness partnership with EZE fitness has been reflected on the Balance Sheet, namely building
improvements and equipment consisting of associated asset and finance lease liability.

- The Hanwood Trust Company Ltd was formerly consolidated to produce Council Group accounts under the
SORP. During 2010/11, effective control over this entity has changed and the Council no longer has dominant
influence over this Trust. However, the Council still retains significant influence over Hanwood but does not share
in Hanwood's profits and losses and for this set of Financial Statements is regarded as an associate of the
Council. No group accounts have been prepared including the activities of Hanwood.

- The Long term investment reflected in the Counci's Balance Sheet (See Note1 5a), represents the Council's
investment in the Hanwood Community Project . An Impairment review was carried out in 2010/11, and
consequently the investment was devalued to £561k.

- Retirement benefits (See Note 20), reflects the summary of the Council Pension Scheme for employees. The net
balance sheet liability in 2010/11 is £5.4m (2009/10 £17.1m). The liability has been impacted by the change in
Actuarial Valuation basis of future pension increase being linked to Consumer Prices Index (CPl) and not Retail
Prices Index (RF1).
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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 (Northem 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 S 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 & General
Purposes Committee on 29 June 2011.

The Chief Financial Officer's Responsibilities

Under Regulation 4(1) of the Local Government (Accounts and Audit) Regulations {Northem 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 give a true and fair view of 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:

. 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 as amended and augmented from time to time;

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

The Chief Financial Officer is also required to:
. keep proper accounting records that are up-to-date, and

. take reasonable steps for the prevention and detection of fraud and other irregularities.
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ANNUAL GOVERNANCE STATEMENT 2010/2011

Scope of Responsibility

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, efficiency and effectively. The 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, 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 Dslivering Good Governance in Local Government . This statement explains how the Council meets the
requirements of Regulation 2A of the Local Government Accounts and Audit (Amendment) Regulations {Northem 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 cuiture 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 Council
to monitor the achievement of its strategic objectives and to consider whether those objectives have led to the delivery of
appropriate, cost-effective services.

The system of internal control is a significant part of that framework and is designed to 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 engoing 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.

The governance framework has been in place at Castlereagh Borough Councit for the year ended 31 March 2011 and up to
the date of approval of the financial statements.
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The Governance Framework

ANNUAL-GOVERNANCE-STATEMENT 201072011 —— —~

1.

Focus on Purpose and Qutcomes

1.1 Identify and communicate the Council’s vision of its purpose and intended outcomes for
citizens and service users.

»  The Council Corporate Plan, approved by the Council, initially covered 2006 — 2009 and has been extended
to cover 2010/11 also. The Strategy was prepared following a wide-ranging strategic planning exercise that
identified key strategic challenges which were taken into account in setting out the Vision, Values and Aims. The
plan is widely and freely available at council locations and has been issued to libraries and all community groups.
The Council has recently appointed a new Chief Executive who is currently arranging workshops with Elected
Members and Senior Management Team in order to formulate the new Corporate Plan.

»  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 Council Corporate Plan by assigning the tasks deemed necessary to achieve the Council's
objectives.

COMPLIANT: Departmental business plans for 2011/12 are being approved by the relevant committees of the
Council.

1.2 Review the Council’s vision and its implications for the Council's governance
arrangements.

»  The Corporate Plan and the business plans of the departments / service areas are reviewed regularly. The
new Corporate Plan for 2012 to 2015 is currently progressing through Committee. As appropriate, the plans are
updated to reflect the changing conditions and circumstances.

»  The overall high-level Corporate Plan is ready currently to be reviewed but future direction and priorities will
naturally require clarification on the future of the RPA programme.

COMPLIANT: Business pians that are prepared annually are also reviewed annually.

1.3 Measure the quality of services for users for ensuring that 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 (KPI's) as required by the DOE which bench
mark the Council's performance against other Councils, in areas such as sickness rates, Building control
response times, Environmental Health inspections, waste collections and Leisure admissions.

»  The Council also has the annual financial statements to prepare that provide information on
the Council’s annual financial performance.
»  The Council also has value for money audits carried out by Internal Audit

COMPLIANT: The Council measures the quality of services for users.
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ANNUAL GOVERNANCE STATEMENT 2010/2011

—2—Perform-Effectively-in Defined Functions-and Roles T

2.1 Define and document the roles and responsibilities of the executive, non-executive, scrutiny and
officer functions, with clear delegation arrangements and protocols for effective communication.

> All policy decisions are taken by Council after due consideration by members of senior
management and the relevant committee(s).

»  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
investigate everything of concern / interest to it. In addition a Post Estimates Working Group wilt
be established in July 2011 to monitor the Council’s financial performance against planned
budgets.

»  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. The fiscal limits are currently under review as part of a council wide
procurement review.

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

¥ Financial regulations

v Recruitment procedures

¥ Conditions of employment

¥ Employment policies and procedures (employees handbook)
¥ Job descriptions

COMPLIANT: The Council is in compliance with this element of the framework.
3. Promote Values of Good Governance

3.1 Develop, communicate and embed codes of conduct, defining the standards of
behaviour for Members and staff.
»  The Council has in place the following:
v Code of Conduct for Members (voluntary)
¥ Code of Conduct for Officers (compulsory)
¥ Record of all payments to Members (complying with Section 8 of the Payment to
Councillors Regulations 1999

¥ Receipt of Hospitality and Gifts Policy
Register of pecuniary and relevant non-pecuniary interests for officers

<

Declarations of interest is now on as agenda items for each meeting of the Council.

COMPLIANT: With regard to pecuniary interests, a reminder to comply with DoE guidance was issued in May
2009 and all members responded. The Council will continue to encourage members to comply with their
disclosure requirements. As wel), there is an annual communication to officers.
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ANNUAL GOVERNANCE STATEMENT 2010/2011

—4.__Informed. Transparent.Decisions and-Managed-Risk —_—

4.1 Review and update standing orders, standing financial instructions and a scheme of delegation as
well as supporting notes/manuals that clearly define how decisions are taken and the processes and
controls required to manage risks.

»  The Council's Risk Manager has facilitated the implementation of the approved risk management sirategy.
Risks were identified and assessed in relation to impact and likelihood, and mitigating controls have been put in
place. Departmental risk registers were used as input to a corporate risk register which was then approved by
the Management Team and the Audit Sub-committee.

> Insurance cover is fully placed with the market on the basis of a tri-annual tender for broker services. The
broker then tenders annually for insurance cover. Annual savings are achieved during the tender period through
a rigorous risk assessment / incident management regime.

»  The Council’s system for managing standing orders and financial instructions provides for them to be
approved and issued to relevant staff and members, and to be updated and maintained in the form of policy /
procedure notes and manuais. The standing orders have recently been revised.

»  Management accounts are prepared monthly and submitted to the Finance & General Purposes Committee
for review and discussion. Leisure Park Board and Castlereagh Hills Golf Club Board also receive and review
detailed trading accounts at monthly meetings.

>  The Council is currently reviewing its procurement policy o ensure that procurement procedures are fully
transparent and in accordance with best practice.

»  Each month at the full Council meeting, the Mayor, Chief Executive and two other members sign the
Treasury Advice forms detailing all payments made by the Council.

»  The Council has an approved IT strategy and security policy that focuses on addressing the deficiencies in
the current systems and infrastructure. The Director of Finance has given the IT Manager the authority and
backing to implement the strategy. Implementation is progressing well according to a detailed timetable while the
IT Strategy Sub-Committee provides oversight.

COMPLIANT: The Councii is in compliance with this element of the framework.

10
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ANNUAL GOVERNANCE STATEMENT 2010/2011

4:2-Ensure that-there is-compliance with refevant laws andregulations-as well-as-internat-policies-and
procedures, and that expenditure is lawful.

»  Legal services are obtained from a pool of private sector firms selected on the basis of quotations and using
an agreed rate of charging.

¥ The Council has outsourced its Internal Audit function to ensure full compliance with the CIPFA Code of
Practice. Internal Audit reports will be considered by the Audit Sub Committee on a quarterly basis.

>  Liaison with Local Government Audit. The Director of Local Govermment Audit attends the Council’s
quarterly Audit Sub Committee meetings.

»  As well as having a pool of solicitors, the Council has also procured the services of an ‘on line' legal advice
organisation, to enable HR to have daily ‘on call’ legal employment advice.

NOT IN COMPLIANCE: Following a recent independent review by Goldblatt McGuigan on the effectiveness of the
Council's Internal Audit service it was found that the Council was not fully compliant with the CIPFA Code of
Practice. The Council is currently implementing the recommendations within the Goldblatt McGuigan report and
has contracted out its internal audit service. The Audit Sub Committee will be monitoring the implementation
progress of the Goldblatt McGuigan report during the quarterly meetings.

4.3 Undertake the core functions of an audit committee, as identified in CIPFA’s Audit Committees —
Practical Guidance for Local Authorities .

¥ The Council's functioning Audit Sub-Committee includes five Council Members, one of whom is the chair.

»  The Audit Sub-Committee receives annually:

¥v" Audit Plan from Chief Local Govemment Auditor

¥ Audit Letter and Management Letter from Chief Local Government Auditor

¥ Audit Plan from Internal Auditor {Capita Consulting - Tribal)

v Yearly Summary Report from Internal Auditor, which forms part of the overall assurance provided
to the Chief Executive.

NOT IN COMPLIANCE: The Goldblatt McGuigan report on the effectiveness of the Council's internal Audit
Service, received initially on 20 April 2010, included several recommendations with respect to the Audit Sub-
Committee. The Councii having considered the report in detail, agreed to externalise the Internal Audit function to
ensure compliance with the CIPFA Code of Practice. This matter will be reviewad by the Audit Sub Committee.
There are other recommendations made by Goldblatt McGuigan which have not yet been adopted by the Council.

4.4 Provide for whistle-blowing and for receiving / investigating public complaints.

»  The updated fraud prevention policy and fraud response plan is cross-referenced to the newly ratified
whistle-blowing policy in October 2010.

COMPLIANCE: The Council's Whistle-Blowing Policy is now fully operational

"
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ANNUAL GOVERNANCE STATEMENT 2010/2011

—-S-Development of Gapacity and Capability of the Organisation—-——— — — —

6.

5.1 Identify the development needs of members and senior officers in relation to their strategic roles,
supported by appropriate training.

»

>
>

>

Measures in place at the Council with respect to this principle include:

v Human Resources Strategy / Training including induction sessions.

v Performance appraisal system along with personal development plans identified and established
as part of the appraisal process.

NILGA also provides training for elected members

The Council is currently undertaking a training needs assessment for all Councitlors.

A corporate training budget is also in place for staff, and a corporate training plan is being produced.

NOT IN COMPLIANCE: With a more robust performance appraisal system now in place, there has been a major
improvement in completed appraisals. However, the Council is still not compliant with this element of the

framework.

Community Engagement and Making Accountability Real

6.1 Establish clear channels of communication with all sections of the community and other
stakeholders, thereby ensuring accountability and encouraging open consultation.

>

>

The Councii consuits with stakeholder groups.

The Council reports on Key Performance Indicators (KPI's).

»  Other initiatives by the Council include:

v Regular community services information evenings and seminars.

v Regular leisure and community services advisory committee meetings.

¥ Information meetings, surgeries and advice clinics with groups regarding Peace Il and community
festival funding.

¥ Numerous inter-agency working groups involving community partnerships.

v Extensive consultation by District Policing and Community Safety Partnerships with all sections of
the community and stakeholders.

v" Adhoc meetings with Community representatives and Members on specific subject matters.

¥ The Council is currently preparing a community support plan, and this process has included
hosting of a number of specific focus groups/open forums for local community representatives. This will
help shape the Council’s Strategy in this regard. In addition, a similar process was adopted recently, to

formulate the Good Relations Strategy.

¥ The Council has also agreed a new Affirmative Action Plan, which includes consultation with
community leaders and organisations, together with a number of outreach measures.

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

12
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ANNUAL GOVERNANCE STATEMENT 2010/201

Review-of Effectiveness —_ e — —

Each Council has the responsibility for conducting, at least annually, a review of the effectiveness of its governance
framework including the system of internal control. The review of effectiveness is informed by the work of management
within the Council who have responsibility for the development and maintenance of the governance environment , the
internal auditor's annual report, and by comments from the Chief Local Government Auditor.

The process to be applied in maintaining and reviewing the effectiveness of the governance framework at Castlereagh
Borough Council includes the following features:

»  The Counci’s functioning Audit Sub-Committee which includes five Council members, ane of whom is the
chair. It will meet four times a year and the Local Government Auditor is invited to attend.

»  The Audit Sub Committee has considered and agreed a review of the Council's internal Control Statement
which has been based upon the Local Government (Accounts & Audit) (Amendment) Regulations {Northern
treland) 2006.

»  The Management Team and the Audit Sub-Committee review the annual Internal Audit Plan and the
annual internal Audit Report. They also review the Annual Audit Letter and the Management Letter from the
Local Government Auditor.

The Council intends that any weakness should be addressed and that there be continuous improvement as far as is
reasonably possible. For this reason, the status of the governance framework is being added as a standing item on the
Senior Management Team's meeting agenda.
Significant Governance Issues
1. RPA - latest:
Issue: The Council is aware that the RPA timetable has changed.
Action plan: The May 2011 Elections were based upon the 26 Council model.

The Council is awaiting a Ministerial statement on the way forward due November 2011.

Status: Expected to be an on-going issue.

2. Purchase order non-compliance:

Issue: Without purchase order processing linked to the Council accounting system (Purchase order processing,
POP), the Council will always be at risk of overspend surprises at year end when all invoice records are captured
(circa middle of May). This will not happen using POP as a Purchase Order number cannot be raised unless a
budget is available.

Action plan: The Council has acted already to enhance the process, e.g. created a new Central Procurement
team, and will update the policy. Other recommendations include:

»  Pilot environment for POP has now been created and Finance Department are currently testing systems.

#  ltis envisaged that ALL Departments will be operating POP system by end of March 2012.

»  Council has recently approved email engine and module to transmit computerised purchase orders by email
to suppliers.

> Itis envisaged that the purchase order will be in the form of a PDF file which can be accessed for audit
purposes.

Status: To be completed during 2011/12

13



CASTLEREAGH Borough Council

ANNUAL GOVERNANCE STATEMENT 2010/2011

—3— Time and-attendance:——— ——————— SR —

Issue: Weaknesses were identified within the current clocking infout procedures.

Action plan: Procure and implement Biometric Scanners and related time and attendance software in order to
reduce the risk of potential fraud in the future. Consider business case to extend roll out of plan to other maijor
Council facilities.

Status: First phase nearing completion. Further deveiopment dependant upon a robust business case being
considered and approved by Council.

4. Landfill site financial risk:

Issue: The European Union landfill site closure options require the Council to comply with more onerous
directives at its Moss Road landfill site. The new regulations have serious cost implications for the Council and, in
turn, the rate payers of the Borough.

The Chief Local Government Auditor has issued a word of caution to the Council on this matter. “To avoid any
penalties, the Council will incur additional landfill site engineering and aftercare costs as the current closure
arrangements do not meet the standards of the Landfill Directive as now being applied retrospectively. While at
this stage no reliable estimate can be made of these additional costs, they are likely to be significant. The Council
will have to plan how to accumulate sufficient moenies to meet these costs.”

The DOE have consulted on proposals to amend the Landfill Regulations (Northem Ireland) 2003 and the coming
into operation of this legislation. We believe the coming into operation of this legislation is imminent.

Action plan: The Council will take professional advice on the options available in order to manage this growing
risk.

In the short term, the risk is being mitigated by monitoring the situation and engaging in dialogue with Northern
Ireland Environment Agency (NIEA).

The Council have responded to the DOE consultation in September 2010 to challenge the retrospective nature of
the proposal to amend the Landfill Regulations (Northemn Ireland) 2003.

in the medium and longer term, the plan is to employ specialist consultants who will carry out necessary
investigations and make recommendations to the Council regarding preventative measures.

Currently, the Council does not have any environmental impact insurance cover as this has been withdrawn.
Negotiations are underway to have the cover reinstated in the near future. Further clarification on this matter has
been provided by the Council's insurance broker in May 2011.

Status: Options to be assessed during 2011/12

5. Treasury management:

Issue: Heightened risk, in the face of uncertain financial markets, of potential failure to provide an efficient and
effective treasury management service.

Action plan: Treasury management strategy and policy are in place to mitigate, where possible, the uncertainty in
financial markets.

Status: To be assessed regularly during 2011/12

14
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ANNUAL GOVERNANCE STATEMENT2010/2011—— — —— — ———-~
6.  Financial planning:

fssue: Financial impact on rates in respect of the fellowing matters:
- zuropean landfill directive (ses issue 4 above)
- Waste management

-~ Efficiency saving from new government
-~ Implications of RPA planning contained within current estimates (applied balances)

~  General state of economy and impact on disposable income

> Age of Council's building stock

~  Implications of unresolved employment contractual arrangements (including single status)

Action plan: Estimates Working Group is to meet, on an ad hoc basis, during the summer recess in order to
consider the financial impact of these matters.

Status: To be completed during 2011/12

7. Investigation — Lockkeeper's Inn:

Issue: In January 2010, following allegations in a BBC Spotlight programme, the Council commissioned an
independent external investigation into the awarding of the lease at the Lockkeeper's Inn.

The independent investigation was postpaned to allow the PSNI investigation to progress as it took legal
precedent as a criminal matter.

The Council's legal advisors subsequently advised the Coungil when it was appropriate to recommence with the
external investigation which was conducted by consultants Deloitte LLP.

Action plan: Deloitte LLP have now substantially completed the independent investigation and a draft report has
been presented to the Council for consideration and response.

Status: To be completed during 2011/12

8 Single Status

Issue: The Single Status Agreement requires Councils to develop pay and grading structures that would be
appropriate to the integration of two groups of employees whaose terms and conditons were previously negotiated
separately ( manual employees and APT&C employees) ie Harmonization of terms and conditions of service.

Action plan: The Council is currently progessing Single Status agenda via a Single Status working group of
Coungcillors and Management. A negotiating group is also meeting with the recognised trade unions with a view to
reaching agreement. The cost of the final agreement cannot be fully quantified until negotiations have been

concluded and an implementation date agreed.

Status: Council is currently seeking clarification on RPA and will make provision in 2012/13 estimates in respact
of this matter,

It is proposed over the coming year to take steps to address the above matters to further enhance the Council's governance
arrangemnents. These steps are expected to satisfy the need for improvements that have been identified. Their
implementation and operation will be monitored as part of the next annual review of effectivenass.

SrgnVW .............. Date ;7’—6’/’/

On behalf of the Finance & General Purposes Committee and by the Chief Executive

15



CASTLEREAGH Borough Council

Certificate-of-the-Chief-Financial-Officer T

| certify that:

¢ &l

the Slatement of Accounts for the year ended 31 March 2011 on pages 1910 84 has been prepared in the form
directed by the Depariment of the Environment and under the accounting policies set out on pages 23 to 38.

[
|

In my apinion the Statement of Accounts give a true and fair view of the income and expenditure and cash flows
for the financial year and the financial position as at the end of the financia! year.

Council Approval of Statement of Accounts

These accounts were approved by resolution of the Finance & General Purposes Committee on 29 June 2011,

16



INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF CASTLEREAGH BOROUGH COUNCIL

I'have audited the satement of accounts of Castlereagh Borough Council for the vear ended 31 March
2011 under the Local Government (Northern Ireland) Order 2005, The statement of accounts comprises
the Movement in Reserves Statement, Cemprehensive Income and Expenditure Statement, Baiance Sheet,
Cash Flow Statement and related notes. The statement of accounts has been prepared under the
accounting policies set out within them.

This report is made solely to the Members of Castlereagh Borough Council in accordance with the Local
Government (Narthern Ireland) Qrder 2005 and for no other purpose, as specified in the Statement of
Responsibilities issued by the Chief Local Government Auditor.

Respective responsibilitics of the Chief Financial Officer and the independent auditor

As explained more fully in the Statement of the Council’s and Chief Financial Officer’s Responsibilities,
the Chief Financial Officer is responsible for the preparation of the statement of accounts and for being
satisfied that it gives a true and fair view of the income and expenditure and cash flows for the financial
year and the financial position as at the end of the financial year. My responsibility is to audit the
statement of accounts in accordance with the Local Government {Northern Ireland) Order 2005 and the
Local Government Code of Audit Practice issued by the Chief Local Government Auditor. | conducted
my audit in accordance with International Standards on Auditing (UK and Ireland). Those standards
require me and my staff to comply with the Auditing Practices Board's Ethical Standards for Auditors.

Scope of the audit of the statement of accounts

An audit involves obtaining evidence about the amounts and disclosures in the financial statements
sufficient to give reasonable assurance that the statement of accounts are free fram material misstatement,
whether caused by fraud or error. This includes an assessment of: whether the accounting policies are
appropriate to Castlereagh Borough Council’s circumnstances and have been consistently applied and
adequately disclosed; the reasonableness of si gnificant accounting estimates made by Castlereagh
Borough Council; and the overall presentation of the statement of accounts. In addition } read all the
financial and non financial information in the Foreword to identify material inconsistencies with the
audited statement of accounts. [f I become aware of any apparent material misstatements or
inconsistencies I consider the implications for my report.

Opinion

In my opinion the statement of accounts gives a true and fair view, in accordance with relevant legal and
regulatory requirements and the Code of Practice on Lacal Authority Accounting in the United Kingdom
2010-11, the financial position of Castlereagh Borough Council as at 31 March 2011 and its income and

expenditure for the year then ended.

Matters on which T report by exception

I have nothing to report in respect of the fellowing matters which [ report to you if, in my apinio:

¢ the Annual Governance statement:

o does not reflect compliance wilh the Code of Practice on Local Authorily Accounting in
the United Kingdom 2010-11,



does net comply with proper practices specified by the Department of the Envirenment,
o iz misleading or inconsistent with other information | am avware of from ny audit, or
* adequate accounting records have not been kept; or

* the statement of accounts is not in agreement with the accounting records; or

* have not received all of the information and explanations [ require for my audit,

Certificate

I certify that [ have completed the audit of the accounts of Castlereagh Borough Council in accordance
with the requirements of the Local Govermment (Northern Ireland) Order 2005 and the Local Government
Code of Audit Practice issued by the Chief Local Government Auditor.

\Wpor

Louise Mason

aner?e

Local Goevernment Auditor
Northern Ireland Audit Office
106 University Street

Belfast

BT7 1EU

3N October 2011
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CASTLEREAGH BOROUGH-COUNGH.—

The Comprehensive Income and Expenditure Statement for the year ended 31 March 2011

This statement shows the accounting cost in the year of providing services in accordance with generally accepted accounting praclices, rather than the amount to be
funded from taxation. Councils raise taxation to cover expenditure in accordance with regulations; this may be ditferent from the accounting cost. The taxation position is

shown in the Movement in Reserves Statement.

Services Expenditure

Environmental Services

Other Services

Other Operating Expenditure

Surplus/(Deficit) on revaluation of non-current assets

Surpius/{Deficit} arising on revaluation of available-for-sale

financial assets

Actuarial gains/(losses) on pension assets/liabilities

Leisure and Recreational Services

DRM and Comorate Management

Financing and Investment Income and Expenditure

Surplus or Deficit on Discontinued Operations

Taxation and Non-Specific Grant Incomea

Notes

10a/10b

25a/25b

Gros:
Expenditu

£
11,482,587,
7,573,402

1,658,141
1,028,547

153,478

3,632,146

2010/11
Gros:
Inco
£
5.344.91j
1,104,886

4,515,293

14,547

2,105,638

14,509,420

Net]
Cost

£

6,137,672

6,464,537
1,658,141

(3,426,745,

138,923

1,526,508

(14,509,020

(9,648,238)

7,868,000

Gross

Expenditure|
RESTATED
£

2,803,425
7,585,438}
1,443,863

805,363

2009/10
Gross|

Inco
RESTATED|

5,203,674
713,179

1,432,678

7,962

1,372,78%

13,833,334

Net

Cost
RESTATED,
£

4,509,751
6,872,250
1,443,586
(627,31

(7,962

1,771,601

(10,310,000)
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CASTLEREAGH BOROUGH COUNCIL
Balance Sheet As At 31 March 2011

The Balance Sheet shows the value as at the Balance Sheet date of the Council's assets and liabilities. The net assets of the
Council (assets less liabilities) are matched by the resaerves held by the Council. Reserves are reported in two categories. The first
category of reserves are usable reserves, ie those reserves that the authority may use to provide services, subject to the need {o
maintain a prudent level of reserves and any statutory limitations on their use {for example the Capital Receipts Reserve that may
only be used to fund capital expenditure or repay debt). The second category of reserves are those that the authority is not able to
use to provide services. This category of reserves includes reserves that hold unrealised gains and losses (for example the
Revaluation Reserve), where amounts would only become available to provide services if the assets are sold; and reserves that
held timing differences shown in the Movement in Reserves Statement line 'Adjustments between accounting basis and funding

basis under regulations’.

Property Plant & Equipment (PP&E)
investment Properties

Intangible Assets

Assets Held for Sale

Long Term Investments

Investment in Associates and Joint Ventures
Long Term Debtors

LONG TERM ASSETS

Short Term Investments
Inventories

Short Term Debtors

Cash and Cash Equivalents
Assets Held for Sale

CURRENT ASSETS

Bank Overdraft

Short Term Borrowing

Short Term Creditors
Provisions

Liabilities in Disposal Groups
CURRENT LIABILITIES

Long Term Creditors

Provisions

Long Term Borrowing

Other Long Term Liabilities
Donated Assets Account

Capital Grants Receipts in Advance
LONG TERM LIABILITIES

NET ASSETS

USABLE RESERVES

Capital Receipts Reserve

Capital Grants Unapplied Account

Capital Fund

Renewal and Repairs Fund

Other Balances and Reserves

District Fund

UNUSABLE RESERVES

Capital Adjustment Account

Financial Instruments Adjustment Account
Revaluation Reserve

Available for Sale Financial Instruments Reserve
Sinking fund

Pensions Reserve

Capital Receipts Deferred Account
Accumulated Absences Account

Rates Claw-Back Reserve

NET WORTH

Notes

10a/10b

10a/10b

10a/10b
10d
15a

14a

15b/24a
13
14b
24b
1od

16a
17a
18

17b
18

16b

5,20
21
22

25a/25b

25a/25b
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2010111 2009/10 2008/09
£ £ £
RESTATED RESTATED
57,873,505 68,516,079 69,415,482
80,000 95,000 -
561,599 1,044,141 1,028,601
58,515,104 69,655,220 70,444,083
5,501,523 5,360,644 6,400,501
157,714 90,757 77,412
1,606,904 1,698,835 1,071,759
3,941,575 3,104,097 952,916
11,207,716 10,263,333 8,502,588
2,430,276 934,062 566,733
3,018,943 2,330,502 2,022,601
5,449,219 3,264,564 2,589,334
1,378,070 1,260,002 340,813
17,856,007} 18,965,148 19,514,145
6,115,029 17,794,180 7,428,770
25,349,196 38,019,330 27,283,728
38,924,405 38,634,659 49,073,609
2,117,895 2,904,667 4,744,214
764,234 737,053 1,889,589
500,000 500,000 500,000
100,000 122,949 119,993
753,661 1,544,665 2,234,632
36,806,510 35,729,992 44,329,395
26,817,712 27,772,351 25,957,182
10,183,771 20,276,126 20,615,689
5,369,644 4,930,584 4,001,524
(5,380,066) (17,055,596) (6,335,000)
(184,551) (193,473) -
38,924,405 38,634,659 49,073,609




CASTLEREAGH BOROUGH COUNCIL

Cash Flow_Statement.at 31 March-2011— -

The Cash Fiow Statement shows the changes in cash and cash equivalents of the Council during the reporting period. The
statement shows how the Council generates and uses cash and cash equivalents by classifying cash flows as operating,
investing and financing activities. The amount of net cash flows arising from operating activities is a key indicator of the extent
to which the operations of the authority are funded by way of taxation and grant income or from the recipients of services
provided by the Council. Investing activities represent the extent to which cash outflows have been made for resources which
are intended to contribute to the Council's future service delivery. Cash flows arising from financing activities are useful in
predicting claims on future cash flows by providers of capital (i.e. borrowing) to the Council. The Council reports cash flows from
operating activities using the indirect method, whereby net Surplus or Deficit on the Provision of Services is adjusted for the
effects of transactions of a non-cash nature, any deferrals or accruals of past or future operating cash receipts or payments,
and items of revenue or expense associated with investing or financing cash flows.

Notes 2010/11 2009110
£ £
RESTATED

Net surplus or (deficit) on the provision of services 2,069,985 (128,950)
Adjustment to surplus or deficit on the provision of
services for noncash movements 24a) 1,042,900 2,685,262
Adjust for items included in the net surplus or deficit
on the provision of services that are investing and
financing activities 243a) (749,547) (7,962)
Net cash flows from operating activities 24a), 24c) 2,363,338 2,548,350
Net Cash flows from investing Activities 24d) {1,450,939) 197,836
Net Cash flows from Financing Activities 24¢) {74,921} (595,005)
Net increase or decrease in cash and cash
equivalents 837,478 2,151,181
Cash and cash equivalents at the beginning of the
reporting period 24b) 3,104,097 952,916
Cash and cash equivalents at the end of the
reporting period 24b) 3,941,575 3,104,097
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CASTLEREAGH Borough Council
Notes to The Financial Statements
Accounting Policies

1A

Accounting Policies
General Principles

The Statement of Accounts summarises the Council's transactions for the 2010/11 financial year and
its position at the year-end of 31 March 2011. The Council is required to prepare an annual
Statement of Accounts in a form directed by the Department of the Environment in accordance with
regulations 4 (1) and {2} in the Local Govarmment (Accounts and Audit) Regulations (Northerm
Ireland) 2006 in accordance with proper accounting practices. These practices primarily comprise
the Code of Practice on Local Authority Accounting in the United Kingdom 2010/11 and the Best
Value Accounting Code of Practice 2010/11, supported by International Financial Reporting
Standards (IFRS). The accounting convention adopted in the Statement of Accounts is principally
historical cost, medified by the revaluation of certain categeries of non-cument assets and financial
instruments. The Code of Practice on Local Authority Accounting in the United Kingdom 2010/11
also requires disclosure in respect of:

Summary of Significant Accounting Policies

Accruals of Income and Expenditure

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

- Revenue from the provision of services is recognised when the Council can measure reliably the

percentage of completion of the transaclion and it is probable that economic benefits or service
polential associated with the transaction will fiow to the Council.

- Supplies are recorded as expenditure when they are consumed — where there is a gap between the

date supplies are received and their consumption, they are carried as inventories on the Balance
Sheet.

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

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

- Yhere revenue and expenditure have been recognised but cash has not been received or paid, a
debtor or creditor for the relevant amount is recorded in the Balance Sheet. Where itis 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.

i) Provision for Single Status, Job Evaluation and Pay and Grading Reviews

No provision currently exists as negotiations are in progress with a view to reaching agreement
between two different groups of employees. (Manual employees and APT&C employees).

See Contingent Liabilities at Note 23

23



CASTLEREAGH Borough Council
Notes 10 The Financial Stataments
Accounting Policies

iii) Cash and Cash Equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable without penalty
on notice of not more than 24 hours. Cash equivalents are investments that mature in 24hours or
less from the date of acquisition and that are readily convertible to known amounts of cash with
insignificant risk of change in value. In the Cash Flow Statement, cash and cash equivalents are
shown net of bank overdrafts that are repayable on demand and form an integral part of the Council's
cash management. Bank overdrafts are shown within current liabilities on the balance sheet.

iv) Contingent Assets

A contingent asset arises where an event has taken place that gives the Council a possible asset
whose existence will only be confirmed by the occurrence or otherwise of uncertain future events not
wholly within the control of the Council. Contingent assets are not recognised in the Balance Sheet
but disclosed in a note to the accounts wherg it is probable that there will be an inflow of economic
benefits or service potential.

v) Contingent Liabilities

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

vi) Employee Benefits

Short-term employee benefits payable during employment, such as wages and salaries, paid
annual leave and paid sick leave, bonuses and non-monetary benefits (e.g. cars) for current
employees, are recognised as an expense in the year in which employees render service to the
Council. An accrual is made for the cost of holiday entitlements eamed by employees but not taken
before the year-end and which employees can carry forward into the next financial year.

Termination benefits

Termination benefits are amounts payable as a result of a decision by the Council to terminate an
officer's employment before the normal retirement date or an officer’s decision to accept voluntary
redundancy and are charged on an accruals basis to the Non Distributed Costs line in the
Comprehensive Income and Expenditure Statement when the Council is committed to the
termination of the employment of an officer or group of officers.

Where termination benefits involve the enhancement of pensions, statutory provisions require the
District Fund balance to be charged with the amount payable by the Council to the pension fund or
pensioner in the year, not the amount calculated according to the relevant accounting standards. In
the Movement in Reserves Statement, appropriations are required to and from the Pensions Reserve
to remove the notional debits and credits for pension enhancement termination benefits and replace
them with debits for the cash paid to the pension fund and pensioners and any such amounts
payable but unpaid at the year-end.
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CASTLEREAGH Borough Council
Notes to The Financlal Statemants
Accounting Policies

Post Employment Benefits

Employees of the Council are members of the Northern Ireland Local Government Officers’ Pension
Fund administered by the Northern Iretand Local Government Officers’ Superannuation Committee,
The scheme provides defined benefits to members (retirement lump sums and pensions), earned as
employees worked for the Council.

The Northern Ireland Local Government Officers' Pension Fund

The Northem Ireland Local Govemment Officers' Pension Fund is accounted for as a defined
benefits scheme.

The liabilities of the Northem Ireland Local Govemment Officers’ Pension Fund attributable to the
Council are included in the Balance Sheet on an actuarial basis using the projected unit method - i.e.
an assessment of the future payments that will be made in relation to retirement benefits eamed to
date by employees, based on assumptions about mortality rates, employee turnover rates , etc, and
projections of projected eamings for current employees.

Liabilities are discounted to their value at current prices, using a discount rate of 5.5% (based on the
indicative rate of retum on high quality corporate bonds on the iBoxx Sterling Corporate Index, AA
over 15 years with recently re-rated bonds removed from the index.

The assets of the Northem ireland Local Government Officers’ pension fund attributable to the
Council are included in the Balance Sheet at their fair value:

quoted securities — current bid price
unquoted securities — professional estimate
property — market value

unitised securities — curmrent bid price

The change in the net pensions liability is analysed into seven components:

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

past service cost — the increase in liabilities arising from current year decisions
whose effect relates to years of service earned in earlier years — debited to the Surplus or
Deficit on the Provision of Services in the Comprehensive Income and Expenditure
Statement as part of Non Distributed Costs

interest cost — the expected increase in the present value of liabilities during the
year as they move one year closer to being paid — debited to the Financing and Investment
Income and Expenditure line in the Comprehensive Income and Expenditure Statement

expected return on assets — the annual investment return on the fund assets
attributable to the Council, based on an average of the expected long-temn return — credited
to the Financing and Investment Income and Expenditure line in the Comprehensive
Income and Expenditure Statement

gains or losses on settlements and curtailments — the result of actions to relieve
the Council of liabilities or events that reduce the expected future service or accrual of
benefits of employees ~ debited or credited to the Surplus or Deficit on the Provision of
Services in the Comprehensive Income and Expenditure Statement as part of Non
Distributed Costs
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CASTLEREAGH Borgugh Couneil
MNotes to The Financial Statements
Accounting Policies

actuarial gains and losses — changes in the net pensions liability that arise
because events have not coincided with assumplions made at the last actuarial valuation or
because the actuaries have updated their assumptions — debited to the Pensions Reserve

contributions paid to the Northern Ireland Local Government Officers’ pension
fund - cash paid as employer's contributions to the pension fund in settlement of liabilities;
not accounted for as an expense '

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

Discretionary Benefits

The Council also has restricted powers to make discretionary awards of retirement benefits in the
event of early retirements. Any liabilifies estimated to arise as a result of an award to any member of
staff are accrued in the year of the decision to make the award and accounted for using the same
policies that are applied to the Northem Irefand Local Government Officers’ pension fund.

vii} Events After the Balance Sheet Date

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

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

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

The financial statements may subsequently be adjusted up to the date when they are authorised for
issue. This date will be recorded on the financial statements and is usually the date the Local
Government Auditor issues his certificate and opinion. Where material adjustments are made in this
period they will be disclosed.

Events taking place after the date of authorisation for issue are not reflected in the Statement of
Accounts.
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CASTLEREAGH Borough Council
Notes to The Financial Statemnents
Accounting Policies

viii) Exceptional items

When items of income and expense are material, their nature and amount is disclosed separately,
either on the face of the Comprehensive Income and Expenditure Statement or in the notes to the
accounts, depending on how significant the items are to an understanding of the Council's financial
performance.

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

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

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

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

x) Financial Instruments

The financial instruments held by Councils would fall to be classified into just one class of financial
liability and two classes of financial assets:

Financial Liabilities
Amortised Cost

Financial Assets

Loans and Receivables
Available for Sale

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

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

Gains and losses on the repurchase or early settlement of borrowing are credited and debited to the
Financing and Investment Income and Expenditure line in the Comprehensive income and
Expenditure Statement in the year of repurchase/settlement. However, where repurchase has taken
place as part of a restructuring of the loan portfolic that involves the modification or exchange of
existing instruments, the premium or discount is respectively deducted from or added to the
amortised cost of the new or modified loan and the write-down to the Comprehensive Income and
Expenditure Statement is spread over the life of the loan by an adjustment to the effective interest
rate.
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CASTLEREAGH Borough Council
Notes to The Financial Statements
Accounting Policles

Where premiums and discounts have been charged to the Comprehensive Income and Expenditure
Statement, regulations allow the impact on the District Fund Balance to be spread over future years.
The Council has a policy of spreading the gain or loss over the term that was remaining on the loan
against which the premiurn was payable or discount receivable when it was repaid. The
reconciliation of amounts charged to the Comprehensive Income and Expenditure Statement to the
net charge required against the District Fund Balance is managed by a transfer to or from the
Financiaf Instruments Adjustment Account in the Movement in Reserves Statement.

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 — that have a quoted market price and/or do not have fixed or
determinable payments.

Loans and Receivables

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

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

Where assets are identified as impaired because of a likelihood arising from a past event that
payments due under the contract will not be made, the asset is written down and a charge made to
the Financing and Investment Income and Expenditure line in the Comprehensive Income and
Expenditure Statement. The impairment loss is measured as the difference between the carrying
amount and the present value of the revised future cash flows discounted at the asset’s original
effective interest rate.

Any gains and losses that arise on the derecognition of an asset are credited or debited to the
Financing and Investment Income and Expenditure line in the Comprehensive Income and
Expenditure Statement. .
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Available-for-Sale Assets

The Council do not hold any available for sale assets. Available-for-sale assets are recognised on

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

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

- instruments with quoted market prices — the market price
- other instruments with fixed and determinable payments - discounted cash flow analysis
- equity shares with no quoted market prices — independent appraisal of company valuations.

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

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

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

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

Additional policy detail required where a Council has financial assets at fair value through profit or
loss (such as derivatives).

xi} Foreign Currency Translation

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

29




CASTLEREAGH Borough Council
Notes to The Financial Staterments
Accounting Policies

xii) Government Grants and Contributions

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

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

Amounts recognised as due are not credited to the Comprehensive Income and Expenditure
Statement until conditions attaching to the grant or contribution have been satisfied. Conditions are
stipulations that specify that the future economic benefits or service potential embodied in the asset
acquired using the grant or contribution are required to be consumed by the recipient as specified or
future economic benefits or service potential must be retumed to the transferor.

Monies advanced as grants and confributions for which conditions have not been satisfied are carried
in the Balance Sheet as creditors. When conditions are satisfied, the grant or contribution is credited
to the redevant service line (attributable revenue grants and contributions) or Taxation and Nen-
Specific Grant Income {non-ring-fenced revenue grants and all capital grants} in the Comprehensive
Income and Expenditure Statement.

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

xiii) Intangible Assets

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

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

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

Intangible assets are measured initially at cost. Amounts are only revalued where the fair value of
the assets held by the Council can be determined by reference to an active market. The depreciable
amount of an intangible asset is amortised over its useful life to the relevant service line(s) in Cost of
Services on Continuing Operations in the Comprehensive Income and Expenditure Statement. An
asset is tested for impairment whenever there is an indication that the asset might be impaired — any
losses recognised are posted to the relevant service line(s) in Cost of Services on Continuing
Operations in the Comprehensive Income and Expenditure Statement. Any gain or loss arising on
the disposal or abandonment of an intangible asset is posted to the Other Operating Expenditure line
in the Comprehensive Income and Expenditure Statement.
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Where expenditure on intangible assets qualifies as capital expenditure for statutory purposes,
amortisation, impairment losses and disposal gains and losses are not permitted to have an impact
on the District Fund Balance. The gains and losses are therefore reversed out of the District Fund
Balance in the Movement in Reserves Statement and posted to the Capital Adjustment Account and
(for any sale proceeds greater than £5k) the Capital Receipts Reserve.

xiv) Inventories & Long Term Contracts

Inventories are valued at the lower of cost and net realisable value. The cost of inventories is
assigned using FIFO costing formula.

xv) Investment Property

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

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

Rentals received in relation to investment properties are credited to the Financing and Investment
Income line in the Comprehensive Income and Expenditure Statement and resultin a gain for the
District Fund Balance. However, revaluation and disposal gains and losses are not permitted by
statutory arrangements to have an impact on the District Fund Balance. The gains and losses are
therefore reversed out of the District Fund Balance in the Movement in Reserves Statement and
posted to the Capital Adjustment Account and the Capital Receipts Raserve.

xvi) Landfill Allowance Schemes
The Landfill Allowances Scheme operates under the Landfill Allowances Scheme {(Northern Ireland)
Regulations 2005. Local Authorities are allocated annual target figures for the maximum amount of
biodegradable municipal waste that can be sent to landfill but there are no tradable allowances. Itis
not a 'cap and trade’ scheme since landfill allowances are not tradable. For this reason, landfill
allowances are not recognised as assets on the Balance Sheet.
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xvii) Loases

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

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

Arrangements that do not have the legal status of 2 lease but convey a right to use an asset in retum
for payment are accounted for under this policy where fulfilment of the arrangement is dependent on
the use of specific assets,

The Council as Lessee
Finance Leasses:

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

Lease payments are apportioned between:

- a charge for the acquisition of the interest in the property — applied to write down the lease liability,
and

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

Property, Plant and Equipment recagnised under finance leases is accounted for using the policies
applied generally to such assets, subject to depreciation being charged over the lease term if this is
shorter than the asset's estimated useful life.

The Council is not required to raise district rates to cover depreciation or revaluation and impairment
losses arising on leased assets. Instead, a prudent annual provision is made from revenue towards
the deemed capital investment in accordance with statutory requirements. Depreciation and
impaimment losses are therefore replaced by a revenue provision in the District Fund Balance, by
way of an adjusting transaction with the Capital Adjustment Account in the Movement in Reserves
Statement for the difference between the two.

Operating Leases.

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

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

Lease rentals receivable are apportioned between:

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

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

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

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

Operating Leases

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

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

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

Assets that are to be decommissioned ( i.e. abandoned or scrapped) are not reclassified as Assets
Held for Sale.

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

Amounts received for a disposal are categorised as capital receipts and credited to the Capital
Receipts Reserve. Receipts are appropriated to the Reserve from the District Fund Balance in the
Movement in Reserves Statement.

The written-off value of disposals is not a charge against district rates, as the cost of fixed assets is
fully provided for under separate arangements for capital financing. Amounts are appropriated to
the Capital Adjustment Account from the District Fund Balance in the Movement in Reserves
Statement.

xix) Overheads and Support Services

The costs of overheads and support services are charged to those that benefit from the supply or
service in accordance with the costing principles of the CIPFA Best Value Accounting Code of
Practice 2010/11 (BVACOP). The total absorption costing principle is used - the full cost of
overheads and support services are shared between users in proportion to the benefits received, with
the exception of:

- Corporate and Democratic Core — costs refating to the Council's status as a multi-functional,
democratic organisation.

- Non Distributed Costs — the cost of discretionary benefits awarded to employees retiring early and
any depreciation and impairment losses chargeable on non-operational properties.

These two cost categories are defined in BVACOP and accounted for as separate headings in the
Comprehensive Income and Expenditure Statement , as part of Net Expenditure on Continuing
Services.
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xx) Property, Plant and Equipment

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

Recognition

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

Measurement

Assets are initially measured at cost, comprising:

- the purchase price

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

- the initial estimate of the costs of dismantling and removing the item and restoring the site on
which it is located

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

The cost of assets acquired other than by purchase is deemed to be its fair value, unless the
acquisition will not increase the cash flows of the Council . In the latter case, where the asset is
acquired via an exchange, the cost of the acquisition is the carrying amount of the asset given up by
the Council.

Denated assets are measured initially at fair value. The difference between fair value and any
consideration paid is credited to the Taxation and Non-Specific Grant Income line of the
Comprehensive [ncome and Expenditure Statement, unless the donation has been made
conditionally. Until conditions are satisfied, the gain is held in the Donated Assets Account. Where
gains are credited to the Comprehensive Income and Expenditure Statement, they are reversed out
of the District Fund Balance to the Capital Adjustment Account in the Movement in Reserves
Statement.

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

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

- all other assets — fair vaiue, determined as the amount that would be paid for the asset in its
existing use (existing use value — EUV)

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

Assets included in the Batance Sheet at fair value are revalued sufficiently regularly to ensure that
their carrying amount is not materially different from their fair value at the year-end, but as a
minimum every five years. Increases in valuations are matched by credits to the Revaluation
Reserve to recognise unrealised gains. Exceptionally, gains might be credited to the Comprehensive
Income and Expenditure Statement where they arise from the reversal of a loss previously charged
to a service.
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The Revaluation Reserve contains revaluation gains recognised since 1 April 2008 only, the date of
its formal implementation. Gains arising before that date have been consolidated into the Capital
Adjustment Account.

Impairment

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

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

- where there is a balance of revaluation gains for the asset in the Revaluation Reserve, the carrying
amount of the asset is written down against that balance {(up to the amount of the accumulated
gains), with any excess charged to the service line in the Comprehensive Income and Expenditure
Statement.

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

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

The same accounting treatment is applied to revaluation losses as a result of a general fall in asset
prices across the board as opposed to a consumption of economic benefit specific to an asset as is
in the case of impairment losses.

Depreciation

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

Depracation is calculated on the following basis:

- buildings, installations, and fittings are depreciated on their historic value or fair value (as advised
by the Valuer) over the estimated remaining life of the asset. Depending on the type of building,
installation or fitting the maximum useful life will be in the range of 15 to 60 years

- plant, vehicles and equipment (excluding IT equipment) are depreciated on historic cost using a
standard life in the range 3 to 20 years. IT equipment is depreciated using a standard life of 5 years.

- a full year's depreciation is charged in the year of acquisition and none in the year of disposal.

Componentisation

Where an item of Property, Plant and Equipment asset has major components whose cost is
significant in relation to the total cost of the item, the components are depreciated separately.

Componentisation is only applicable to larger value land and buildings or equipment assets.

Revaluations

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

Provisions are made where an event has taken place that gives the Council a legat or constructive
obligation that probabiy requires settlement by a transfer of economic benefits or service potential,
and a reliable estimate can be made of the amount of the obligation. For instance, the Council may
be involved in a court case that could eventually result in the making of 2 setflement or the payment
of compensation.

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

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

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

A Landfill provision exists that relates to the estimated aftercare costs of a former landfill site for the
next 20 years.

xxii} Reserves

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

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

xxili) Charges to Revenue for Non-Current Assets

Charges to revenue for non-current assets e.g. services, support services and trading accounts are
debited with the following amounts to record the cost of holding fixed assets during the year:

- depreciation attributable to the assets used by the relevant service

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

- amortisation of intangible fixed assets attributable to the service.

The Councll is not required to raise District Rates to cover depreciation, impairment losses or
amortisations. However, it is required to make an annual provision from revenue to contribute
towards the reduction in its overall borrowing requirement. Depreciation, impairment [osses and
amortisations are therefore replaced by revenue provision in the District Fund Balance, by way of an
adjusting transaction with the Capital Adjustment Account in the Movement in Reserves Statement
for the difference between the two.
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xxiv} Revenue Expenditure Funded from Capital under Statute

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

axv) Value Added Tax

18

1C

1D

All expenditure and income, irrespective of whether it is revenue or capital in nature, is shown net of
Value Added Tax, unless it is irmecoverable.

Accounting Standards That Have Been Issuad but Have Not Yet Been Adopted

Heritage Assets - Recognition and Measurement : This standard to be adopted for the 201172012
Financial statements. Further details of this disclosure are found in note 10(a).

Critical Judgements in Applying Accounting Policies

In applying accounting policies set out from 1a below the Council has had to make certain
judgements about complex transactions or those invalving uncertainty about future events. The
critical judgements made in the Statement of Accounts are:

- There is a high degree of uncertainty about future levels of funding for local government. However,
the Council has determined that this uncertainty is not yet sufficient to provide an indication that the
assets of the Council might be impaired as a result of a need to close facilities and reduce levels of
service provision,

Assumptions Made About the Future and Other Major Sources of Estimation Uncertainty
Any assumptions made about the future and other uncertainities have been noted within the Notes

to the Financial Statements.
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2a Segmental Reporting Analysis - Current Year

The analysis of income and expenditure by service on the face of the Comprehensive Income and Expenditure Statement is
specified by the Service Reporting Code of Practice. The segmental reporting notes within the financial statements are based
on the summary first page of the Comprehensive Income and Expenditure Analysis in the Department of Environment's
Accounts Direction.

The Comprehensive Income and Expenditure Analysis as presented to the Department of Environment is as follows:

201011
Services Gross Gross Income Net Expenditure/
Expenditure (Income)
£ £ £

Culture and Heritage 109,876 23,897 85,979
Recreation and Sport 9,602,569 4,900,476 4,702,093
Tourism - - -
Community Services 1,770,142 420,542 1,349,600
Leisure and Recreational Services 11,482,587 5,344,915 6,137,672
Cemetery, Cremation and Mortuary 101,885 17,164 84,721
Environmental Heaith 758,944 53,429 705,515
Ficod Defence and Land Drainage - - -
Public Conveniences - - -
Licensing 64,140 12,883 51,257
Other Cleaning 560,985 75 569,910,
Waste Collection 2,731,210 514,595 2,216,615
Waste Disposal 2,669,892 255,165 2,414,727
Building Controi 422,346 255,440 166,906
Other Community Assets - - -
Minor Works 255,000 114 254,886
Environmental Services 7,573,402 1,108,865 6,464,537
Democratic Representation and Management 1,093,444 - 1,093,444,
Corporate Management 564,697 - 564,697
DRM and Corporate Management 1,658,141 - 1,658,141
Economic Development 772,151 55,172 716,979
Trading Services - - -
Non Distributed Costs - 4,278,000 (4,278,000)
Central Services to the Public 256,396 182,121 74,275
Other Services 1,028,547 4,515,293 {(3,486,746)
CONTINUING OPERATIONS 21,742,677 10,969,073 10,773,604
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2a Segmental Reporting Analysis - Current Year
Reconciliation to Net Cost of Services in Comprehensive Income and Expenditure Statement

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

£ £

Net Cost of Services in Service Analysis 10,773,604
items excluded from Service Analysis:
Add amounts not reported in Service Analysis but included in Net Cost
of Services in Comprehensive Income and Expenditure Statement
Remove amounts reported in Service Analysis but not included in Net
Cost of Services in Comprehensive Income and Expenditure
Statement i}
Cost of Services on Continuing Operations in Comprehensive Income and Expenditure Statement 10,773,604
items included in Net Operating Expenditure excluded from Service Analysis:
Other Operating Expenditure 138,923
Financing and Investment Income and Expenditure 1,526,508
Surplus or Deficit on Discontinued Operations

1,665,431
Net Operating Expenditure per Comprehensive incoms and Expenditure Statement 12,439,035

40
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2b Segmental Reporting Analysis - Comparative Year

The analysis of income and expenditure by service on the face of the Comprehensive Income and Expenditure
Statement is specified by the Service Reporting Code of Practice. The segmental reporting notes within the financial
statements are based on the summary first page of the Comprehensive Income and Expenditure Analysis in the
Department of Environment's Accounts Direction.

The Comprehensive Income and Expenditure Analysis as presented to the Depariment of Environment is as follows:

200910
Services Gross Gross Income| Net Expenditure/
Expenditure (Income)
£ £ £

Culture and Heritage 109,588 9,524 100,0
Recreation and Sport 8,443,742 4,768,356 3,675,386
Tourism - - -
Community Services 1,306,070 515,794 790,276
Leisure and Recreational Services 9,859,400 5,203,674 4,565,726
Cemetery, Cremation and Mortuary 91,147 20,108 71,039
Environmental Health 720,131 56,724 663,407
Fiood Defence and Land Drainage - - -
Public Conveniences - - -
Licensing 61,655 11,020 50,635
Other Cleaning 587,785 - 587,785
Waste Collection 2,321,880 188,884 2,132,996
Waste Disposal 3,121,977 108,135 3,013,842
Building Control 413,962 328,107 85,855
Other Community Assets - - -
Minor Works 266,899 200 266,699
Environmental Services 7,585,436 713,178 6,872,258
Democratic Representation and Management . 1,038,355 - 1,038,355
Corporate Management 405,508 - 405,50
DRM and Corporate Management 1,443,863 - 1,443,863
Economic Development 334,149 18,035 316,113
Trading Services - - -
Non Distributed Costs 250,149 1,233,245 {983,096)
Central Services to the Public 221,085 181,397 39,668
Other Services 805,363 1,432,678 {627,315)
CONTINUING OPERATIONS 19,694,062 7.439,530 12,254,532
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2b Segmental Reporting Analysis - Comparative Year
Reconciliation to Net Cost of Services in Comprehensive Income and Expenditure Statement

This recongiliation shows how the figures in the analysis of portfolio income and expenditure relate to the amounts
included in the Comprehensive Income and Expenditure Statement

£ £

Net Cost of Services in Service Analysis 12,254,532
Htems excluded from Service Analysis:
Add amounts not reported in Service Analysis but included in Net
Cost of Services in Comprehensive Income and Expenditure
Statement
Remove amounts reported in Service Analysis but not included in
Net Cost of Services in Comprehensive Income and Expenditure
Statement (55,975)
Cost of Services on Continuing Operations in Comprehensive Income and Expenditure 12,198,557
Items included in Net Operating Expenditure excluded from Service Analysis:
Other Operating Expenditure (7.962)
Financing and Investment Income and Expenditure 1,771,691
Surplus or Deficit on Discontinued Operations -

1,763,729
Net Operating Expenditure per Comprehensive Income and Expenditure Statement 13,962,286
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3a

3b

CASTLEREAGH BOROUGH COUNCIL
Notes to the Financial Statements

Adjustments between accounting basis and funding basis under regulations

Amounts included in the Comprehensive Income and
Expenditure Statement but reguired by statute to be
excluded when determining the Movement on the District
Fund Balance for the year:

Impairments (losses & reversals) of hon-current assets

Derecognition (other than disposal) of non-current assets

Revaluation increases/decreases taken to Surplus/Deficit on
the Provision of Services

Depreciation charged in the year on non-current assets

Net Revenue expenditure funded from capital under statute

Carrying amount of non current assets sold

Proceeds from the sale of PP&E, investment property and
intangible assets

Difference between finance costs calculated on an accounting
basis and finance costs calculated in accordance with statutory
requirements

Net charges made for retirement benefits in accordance with
IAS 19

Direct revenue financing of Capital Expenditure

Sinking Fund provision

Capital Grants and Donated Assets Receivable and Applied in
year

Capital Grants Receivable and Unapplied in year

Revaluation

Adjustments in relation to Short-term compensated absences
Adjustments in relation to Lessor Arrangements

Amounts not included in the Comprehensive Income and
Expenditure Statement but required by statute to be
included when determining the Movement on the District
Fund Balance for the year

Loans/Lease principal repayments during the year

Repairs and renewals payments

Employers confributions payable to the NILGOPF and
retirement benefits payable direct to pensioners

Notes

10a/10b

10a/10b

10a/10b

10a/10b

25a

25

20
11,25

25a/25b

17

25a/25b

25a/25b

20.2

2010111
£

15,000

1,011,301

2,519,090

{14,547)

2010/11
£

3,545,391

2009/10
£

37,921

1,880,654

(14,547)

{7,962)

(2,787,000}
(400,000)
(438,060)

(735,000)

(8,922}

(997.,089)

(1,020,530}

{2,856,757)

2009/10
£

1,918,575

(7.962)

1,365,000
(1,483,096)
(839,080)

(108,118)

193,473

(595,004)

{954,404)

{510,597)

Net transfers {to)/from statutory and other earmarked reserves:

Capital Fund

Interest

Other

Renewal and Repairs Fund

Interest

Other

Other Funds and earmarked reserves
Interest

Other

25a/25b

25a/25b

25a/25b

2010/M1
£

(27,181}

22,849

2010711
£

(27,181}

2009/10]

(47,464)

22,949

(2,956)

200910
£

(47.464)

(2,956)

(4,232)

(50,420)
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CASTLEREAGH BOROUGH COUNCIL
Notes to the Financial Statements
FOR THE YEAR ENDED 31 MARCH 2011

Cost of Services on Continuing Operations

Section 115 of the Local Government Act (Northem Ireland) 1972
enables District Councils to spend up to the aggregate of the product of
0.0596p in the pound on the rateable value of non-domestic
hereditaments, and the product of a rate of 0.00082p in the pound on the
rateable value of domestic hereditaments for the benefit of all the
inhabitants in their district, or part of their district, on activities not
specifically authorised by other powers. This would allow for £29,966 in
2010/11 {£29,478 in 2009/10).

There was no expenditure incurred under Section 115 in the current or
previous years

External Audit Fees

The Council has incurred the following costs relating to the annual audit
of the Statement of Accounts, cerfification of grant claims and other
services provided by the Councils external auditors.

2010M1 2009110

£ £

External Audit Fees 26,005 27,396
Grant Claim Certification Fees - -
Other Fees 6,395 -

32,400 27,396

The audit fee shown under 'Other fees' relates to £4939 for the audit of
the shadow accounts on transition to IFRS and £1456 for services in
respect of the National Fraud Initiative. There were no other fees payable
in respect of any other services provided by the appointed auditor over
and above those described above (2009/10 ENIL).
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CASTLEREAGH BORQUGH COUNCIL
Notes to the Financial Statements
FOR THE YEAR ENDED 31 MARCH 2011

Cost of Services on Continuing Operations (Continued)

Operating and Finance Leases
Council as Lessor:
Finance Leases (Council as lessor)

The Council is lessor in respect of land which it leases to Hanwood Trust
Limited, for the provision of community services. The Council consider the value
of the land, currently not recognised on the Council's balance sheet ,not to be
material to the financial statements. The associated rental income is notional.
The Council has no other finance leases where the Council is the lessor.

Operating Leases (Council as lessor}
The Council, in accordance with its statutory and discretionary responsibilities,
leases out property and equipment under operating leases for the foliowing

purposes:

- for the provision of community services, such as sports facilities, tourism
services and community centres

- for economic development purposes to provide suitable affordable
accommodation for small local businesses

- any other purposes

Rental income recognised in the Comprehensive Income and Expenditure
Statement in the current year amounts to £69,125 (2009/10: £69,125}). No
contingent rents were recognised.

The lease contracts are all non-cancellable and do not include an extension
option. The lease terms are between 2 and 25 years. Future minimum lease
income is set out below:

2010/41 2009/10
Land and Vehicles, plant Land and | Vehicles, plant
buildings and equipment buildings | and equipment
£ £l £ £
Minimum |lease rentals receivable:
No later than 1 year 33,125 - 76,125
Later than 1 year and no later than 5 81,417 105,417
years -
Later than 5 years 15,292 - 24,417
129,834 - 205,959
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CASTLEREAGH BOROUGH COUNCIL

Notes to the Financial Statements

FOR THE YEAR ENDED 31 MARCH 2011

Cost of Services on Continuing Operations (Continued)

The assets leased by the Council to third parties are included in the following
categories of Property, Plant and Equipment with carrying values of:

2010111 2009/10

Land and Vehicles, plant Land and | Vehicles, plant

buildings and equipment buildings | and equipment

£ £ £ £
Cost 3,860,026 - 3,125,026 -

Accumuiated depreciation and {48,000) {31,184)

impairments at 1 April - -
Depreciation charge for the year (24,573) - (24,573) -
Impairments {11,466) - - -
3.775.987 - 3,069,269 -

The above note includes the Community resource centre building, leased to Hanwood Trust Company.

Council as Lessee:

Finance Leases (Council as lessee}

The Council's vehicles are held under finance leases. The net carrying amount
of the vehicles held under finance lease arrangements is £638,064 (2009/10
£589,263). The assets are included under Vebhicles, Plant & Equipment which
form an integral part of property, plant and equipment {see Note 10¢-leased
assets). The rentals paid for vehicles held under finance leases totalled

£244,744 (2009/10 £249,141).

The Council does not hoid any IT equipment held under finance lease

arrangements. (2009/10:NIL).

The net carrying amount of the Council's Plant & Equipment held under finance
lease arrangements is £421,055(2009/10 £369,975). The assets are included
under Vehicles, Plant & Equipment which form an integral part of property, plant
and equipment (see note 10cleased assets). The rentals paid for Council's
Plant & Equipment held under finance leases totalled £198,854 (2009/10

£221,980).

No contingent rentals were recognised as an expense in the Comprehensive
Income and Expenditure Statement during the reporting period under review,
and no future sub-lease income s expected to be received, as all assets are

used exclusively by the Council.

The lease agreements for the vehicles and equipment include fixed lease
payments and a purchase option at the end of the respective lease terms. The
agreements are non-cancellable but do not include any further restrictions.



CASTLEREAGH BOROUGH COUNCIL

Notes to the Financial Statements

FOR THE YEAR ENDED 31 MARCH 2011

Cost of Services on Continuing Operations (Continued)

Future minimum finance lease payments at the end of each reporting period

under review are as follows:

Within 1 year 1to 5 years After § years Total
£ £ £ £
201011
Finance leases payments 449,322 808,429 - 1,257,751
Less: finance charges (50,261) {73,466) - {123,727)
Net present value 399,061 734,963 - 1,134,024
200910
Finance leases payments 440,210 815,976 6,759 1,262,945
Less: finance charges (55,147} (82,760) (1,391) (139,298)
Net present value 385,063 733,216 5,363 1,123,647,
2008/09 I
Finance leases payments 474,291 1,150,614 81,184 1,706,089
Less: finance charges {62,505 (136,637) (1,391) (200,533)
Net present value 411,786 1,013,977 79,793 1,505,556
Included in the Balance Sheet as:
2010/11f 200910 2008/09|
£ £ [4
Current liabilities 399,061 385,063 411,786
Long term liabilities 734,963 738,584 1,093,770
1,134,024 1,123,647 1,505,556
Operating Leases (Council as lessee)
The Council has acquired its office copiers and printers by entering into
operating leases with typical lives of 3to 5 years
The expendifure charged to services in the Comprehensive Income and
Expenditure Statement during the year in relation to these leases was:
201011 2009/10
Land and Vehicles, plant tand and | Vehicles, plant
buildings and equipment buildings | and equipment
£ £ £ £
Minimum lease payments - 14,060 - 15,104
Cantingent rentals - - - -
Less: Sublease payments receivable - - - -
- 14,060 - 15,104

No sub-lease payments or contingent rent payments were made or received. No
sublease income is expected as all assets held under operating lease
agreements are used exclusively be the Council.
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Cost of Services on Continuing Operations (Continued)

The future minimum lease payments due under non-cancellable operating

leases in future years are set out below:

2011 2010
Land and Vebhicles, plant Land and | Vehicles, plant
buildings and equipment buildings | and equipment
£] £ £
Minimum lease rentals payable:
No later than 1 year 5,106 - 14,259
Later than 1 year and no later than 5 20,263 371

years

Later than 5 years
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6 a}

ali)

Safii)

6a(ill)

Gafiv)

Cost of Services on Continuing Operations {Continued)

Employee Costs and Members' Allowances - Castiereagh
Borough Council
Staff Costs
2010111 2009/10]
£l £
Salaries and wages 7,375,470 7,048,065
Employers National Insurance 506,108 477,842
Emplayers pension costs 515,32, 784,77
8,797, 8,308,68

In addition, agency costs during the year amounted fo £582,808 (2009/10
£529,817).

The Council's currant contribution rate 1o the NILGOSC scheme is 16%. At the
last actuarial valuation, dated 31 March 2007, the Fund's assets as a whole
were sufficient to meet 89% (2004: 85%) of the liabilities accrued up to that
date.

Coungcils should consider disclosing senior officer remuneration in accordance
with LAAP Bulletin 85, Senior Officer Remuneration.

Average Number of Employees - where FTE represents fulltime equivalent

employees
2010/11] 20091
FTE| FTE]

Environmental services 117 123
Leisure services 140] 149
Other &4 82

337 345

Actual Numbers| Actual Numbers:

Full-time numbers employed 243 247
Part-time numbers employed 199 k4|

442 438
Senior Employees’ Remuneration

2010111 20091 g
£

£50,001 to £60.000 - .

£60,001 to £70,000 - 1
£70,001 to £80,000 4 3|

£80,001 to £50,000 - .

Mambars’ Allowances

During the year Members’ allowances (paid under Sections 12 and 36 of the
Lecal Governmant Act (N1) 1972), including Employer's costs, totalfed £320,726
(2009/10 £317,899) and are as follows:

2010/11] 2009/10|
[ £
Salaries 227,73 216,455
Basic allowance - -
Mayor's & Deputy Mayor's Allowance 11,886 18,118
Dapsndants’ carers allowance 44 915
Employer costs 19,86 18,183
Mileage 8,309 8,317
Conferences and Courses 2,37 4,343
Travel Costs 915 3,358
Subsistence 610] 3,352
Special responsibility allowances 30,750 30,750/
Miscellaneous 4 1,434
Other 17,792 1 1,BB§|
20,72 317,899

The Council's payroll alsa includes staff costs relating to Group Enviranmental
Heafth, Castlereagh Parinership, Hanwood and Lagan Valley Regional Park
and these have been disclosed separately in Note 6{b).
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6 b)

6h(i)

Bhii)

sbyiil)

6¢)
6e(l)

Bc(ii}

6 d)

6d(i)

&d(i}

Cost of Services on Continuing Operations (Continued)

Employee Costs - Group Environmental Health
Staff Costs
201011 2009/10]
£ [
Salaries and wages 816,481 904,262
Employers Mational Insurance 66,5401 72,084
Employers pension costs 98,794 127,986/
981,815 1,104,332
Average Number of Employees - where FTE represents fulllime equivalent

employees

2010/11] 20091

FTE| FTE]

Group Environmentat Health 24| 2_:]
24 2

Actual Numbers Actual Numbers|

Full-time numbears employed 21 24
Part-fime numbers employed 6 7l
27 M
Senlor Employess’ Remuneration
2010/11 200919
£ £
£50.001 to £60,000 - -
£60,001 1o F70,00¢ 1 -
£70,001 1o £80,000 - t
£80,001 to £90,000 - R
1 1
Employee Costs - Hanwood
Staff Gosts
2010111 2009/10]
£] E
Salaries and wages 19,822 120.24%1
Employers Mational Insurance 2,550 10,42
Employers pension casts - 15,644)
22472 148,315

Average Number of Employees - where FTE represents fulltime equivalent
empioyees

2010/11 200910

FTE| FTE]

Castlereagh Parinership & Hanwood 1 4
1 4

Actual Numbers| Actual Numbers|

Full-time numbers employed - 2
Part-time numbars employed 3 3
3 5
Employee Costs - Lagan Valley Regional park
Staff Costs
2010111 2oost1g|
£]| £
Salaries and wages 135,32 143,710]
Employers National Insurance 961 10,178
Employers pension costs 19,692 20,07.
164,632 173,962|

Average Number of Employees - where FTE represents fullime equivalent

emplayees
2010/11] 20084
n%]» FTE]

q

Lagan Valley Regional Park

[

Actual Numb«sl Actual Numbers|

Fuil-time numbers employed E| §|
Part-time numbers emgloyed 1] 1
Cl
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7 Other Operating Expanditure

2010/11 2009110
£ £
{Surplus)/Deficit on Non-Currant Asssts (14,547) (7,962)
Other Cpzrating {Incoma Expenditure 153,470 -
Total Other Operating expenditure
138,923 (7,962)
1 Financing and Investment Income and Expenditure
2010111 2009140
Gross Gross Income Nst Cost Gross Gross Income Net Cost
Expenditure Expenditure
£ £] £ £ £ £
inlerest Payable and Similar Charges 1,435,146 - 1,435,146 1,454,480 - 1,454,480
Interest and Investment Income - 225,638 {225,638 - 189,784 {189,789}
Pensions interest cost and expected retum on pensions
assels 2,197,000 1,880.000, 317,004 1,691,000 1.184.000 507,000
Surplus/(Deficit) on {rading operalions . R . R R N
Changes in Fair Value of investment Properties - - - - -
Other inveslment income ; R ; _ _ .
[ 3,632,745 21058 1,526, 3,145,450 1,373,789 1,771,691

9 Taxation and Non-Specific Grant Income

District Rates Income
Revenue Grants
Capital Grants and Contributions

Total Taxation and Non-Specific Grant Income

201011 200910

£ £
13,112,844 13,041,133
661,176 684,084
735,000 108,118
14,509,020 13,833,336
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CASTLEREAGH BOROUGH COUNCIL

Notes to the Financial Statements
FOR THE YEAR ENDED 31 MARCH 2011

Fixed Assets-Leased Assets
At 31 March 2011

LEASED ASSETS {included within vehicles. plant and
equipment)

Vehicles | Equipment| TOTAL

£ £ £

Cost or Valuation
At 1 April 2010 2,060,647 1665532 3,726,179
Additions 247,764 220,700 468,464
Disposals (235,162) (118,515)]  (353,677)
At 31 March 2011 2,073,249 1,767,717 3,840,966
Depreciation
At 1 April 2010 1,471,384 1,295,557) 2,766,941
Disposals (235,162)f  (118,515)] (353,677)
Provided for year 198,963 169,620 368,583
At 31 March 2011 1435,185 1,346,662| 2,781,847
Net Book Value
At 31 March 2011 638,064 421,055/ 1,059,119
At 31 March 2010 589,263 369,975 959,238
Comparative Year
LEASED ASSETS (included within vehicies, plant and
equipment)

Vehicles | Equipment| TOTAL

£ £ £

Cost or Valuation
At 1 April 2009 2,079,829 1,616,532 3,696,361
Additions 9,150 49,000 58,150
Disposals (28,332} - (28,332)
At 31 March 2010 2,060,647, 1665532 3,726,179
Depreciation
At 1 April 2009 1,340,428 1,172,134| 2,512,562
Disposals (28,332} - (28,332)
Provided for year 159,288 123,423 282,711
At 31 March 2010 1,471,384 1,295,657 2,766,941
Net Book Value
At 31 March 2010 589,263 389,975 859,238
At 31 March 2009 739,401 444,398, 1,183,799
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CASTLEREAGH BOROUGH COUNCIL

Notes to the Financial-Statements————————
FOR THE YEAR ENDED 31 MARCH 2011

Assets Heid for Sale
The Council does not hold any assets held for sate in 2009/10 or in 2010411,

Investment Properties
The Council does not hold any assets meeting the crtiteria of investment property.

Heritage Assets

The Code of Practice on Local Authority Accounting in the United Kingdom 2011/12 (the Code) has infreduced a change in
accounting policy in relation to heritage assets. The new standard will require that a new class of asset is disclosed
separately on the Balance shest, in the 2011/2012 Financial statements

Heritage assets are assets that are held by the Council principally for their contribution to knowledge or cutture.
The heritage assets held by the Council are minimal, and consist mainly of artefacts exhibited at the

Lock Keeper's cottage and art work at the Civic Centre. They are not currently disclosed on the balance sheet,
as they are immateriai in value.

The Council considers that heritage assets will have indeterminate lives and a high residual value. Therefore
there should be no change to the depreciation charged in the Financial Statements in relation to these assets.
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Notes to the Financial Statements

FOR THE YEAR ENDED 31 MARCH 2011

Capital Expenditure
Note 2010/11 200910 2008/09
£ £ £
Expenditure
Capital expenditure 10a/10b 2,536,056 1,114,172 1,181,384
Financed By
Borrowings:
Loans 24e 922,166 - 1,931,411
Finance leases / hire purchase 458,464 58,150 620,852
Grants receivable g 735,000 108,119 560,420
Unapplied Grants applied in the period 25 - - -
Capital receipts 25 14,547 7,962 11,015
Transfer from Capital Fund 25 - 1,200,000 -
Transfer from Repairs and Renewals Fund 25 - - -
Revenue contributions to capifal 3,25 400,000 1,483,096 -
2,530,177 2,857,327 3,123,698
Surplus/(Deficit) (5,879) 1,743,155 1,942 314
Balance brought forward 26,576 (1,716,579) {(3,658,893)
Balance carried forward 20,697 26,576 (1,716,579)
Future Capital Commitments
The Council has an ongoing programme of capital works and the estimated cost of the schemes
is as follows:
Gross Cost Grant Aid Net Cost|
£ £ £
Schemes underway 198,600 - 198,600
Other Commitments - - -
Total 198,600 - 198,600
Inventories
2010/11 2009/10 2008/09
£ £ £
Garage 53,773 38.567 34,225
Golf Club 5,192 4,416 5,622
Goods for resals 5484 5,898 3,830
Household Waste / Recycling 55 965 14,434 12,611
Vending 10,672 14,157 8,982
Other 26,628 13,285 12,142
Total 157,714 90,757 77,412
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Notes to the Financial Statements
FOR THE YEAR ENDED 31 MARCH 2011

Debtors

~—

2010/11

2009/10

2008/09

£

£

£

14a) Long Term Debtors

“Government Departments

Other Councils

Public corporations and trading funds

Bodies external to general government

Employee car loans

Grants

Loans and advances

Finance lease debtors

Trade debtors

NIHE Loans

Other

Impairment of loans and receivables

Total Long-Term Debtors

14b) Short Term Debtors

Government Departments

659,604

1,129,927

308,376

Other Councils

6,508

29,803

Public corporations and trading funds

Bodies external to general government

Employee car loans

Grants

Value Added Tax

44,820

56,178

128,321

Prepayments

7,495

10,832

5,975

Finance lease debtors

Other

315,424

246,139

230,155

Trade receivables

591,768

256,364

382,779

Impairment loss - Trade receivables

(12,207}

7,213

-11,650

Total Short-Term Debtors

1,606,904

1,698,835

1,071,759
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Notes to the Financial Statements
FOR THE YEAR ENDED 31 MARCH 2011

15a Long-Term Investments

— 2010/11] 2009/10 2008/09

£ £ £
Invesiments - ceneral 561.509 1,044 141 1,028,601
Investments - repairs and renewals - - -
Inveslmenis - capital fund N
Investments - other B B .
Total Long-term Investments 561,599 1,044,141 1,028,601
Analysed over:
! 2010/1 1 2009/10 2009/10

£ £ £
Money market depasits B . B
Other deposits 561,599 1,044,141 1,028,601
Total Long-term Investments 561,599 1,044,141 1,028,601

15b Short-Term investments
2010/11 2009/10 200809

£ £ £
Investments - general 5,501,523 5,369,644 4,091,524
Investments - repairs and renewals - - 500,000
investments - capital fund R - 1,808,977
Investments - other - - -
Total Short-term Investments 5,501,523 5,369,644 6,400,501
Analysed over:

2010/11 200910 2008/09

£ £ £
Maoney market deposits - - B
Sinking fund investment 5,501,523 5,369,644 4,091,524
Capital fund investment - - 1,808,977
Repairs and renewals - - 500,000
Other deposits _ _ B
Total Short-term Investments 5,501,523 5,369,644 6,400,501

58




CASTLEREAGH BOROUGH COUNCIL

—  Notestothe Financial Statements

16 a

16 b

17 a

17 b

FOR THE YEAR ENDED 31 MARCH 2011

Short Term Borrowing
2010/11 200910 2008/09
£ £ £
Loans re-payable within one year 2031,215 548,999 154 047
Finance Lease Principal 399.061 385,083 411.786
Total Short Term Borrowing 2,430,276 834,062 566,733
Long Term Borrowing
2010M11 2009/10 2008/09
£ £ £
Between 1 and 2 years 156,388 2,031,215 548,999
Between 2 and 5 years 513,574 503,082 2,355,665
Between 5 and 10 years 2,442 119 1,400,310 1,363,660
In more than 10 years 14,744,016 15,030,561 15,245,821
Government Loans Fund 17,856,097 18,965,148 19,514,145
‘Total Borrowing’ 20,286,373 0. 19,809,210 . . . 20,080,878]
Interest rates on Government Loans range between 0.85% and 16.25%.
Short Term Creditors
201011 2009/10, 2008/09
£ £ £l
Government Departments 899,404 601,343 867,701
Other Councils 12,687 109,168 4,302
Public corporations and trading funds - - -
Bodies external to general gavernment - - -
Rates clawback 10,259 10,259 -
Remuneration dus fo employees - -
Accumulated Absences 184,551 183,473 -
Receipts in advance 45,133 41,192 13,736
Trade creditors 1,095,621 748,301 785,623
Other 771,388 626,766 351,339
Total Short Term Creditors 3,018,943 2,330,502 2,022,601

The Council has a target of paying invoices within 45 days. During the year the Council paid 11,814 invoices

(2009/10: 11,613) totalling £13.8m (2009/10: £11.6m)

- The Council has arrangements, to calculate the payment

interval and for the year it was 27 days. (2009/10: 41 days). The Minister at the Department of Finance and
Personnel has reduced the target for the payment of invaices for cantral government to 10 days. This target is not
mandatory on focal government but the Council endeavours to process invoices as quickly as possible and wil!
keep its performance under review. The "number of days" is calculated from when the invoice is received by the

Council uniil payment date.

Long Term Creditors

2010/11

200910

2008/09

£

£

£

Other creditors falling due after more than
one year

Government Departments

Other Councils

Public carporations and trading funds

Bodies external t¢ general government

Rates clawback

Gther

Total Long Term Creditors
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Notes to the Financial Statements

FOR THE YEAR ENDED 31 MARCH 2011

Provisions
increase in
At 1 April |provision during Utilised Interest At 31 March
2010 year during year earned 2011
£ £ £ £ £
Single status . - -
Election expenses - - - - -
Landfill closure 1,260,002 29,167 65,599 - 1,223,570
Reorganisation - . - . .
Claims management - B B i .
Other - 154,500 - - 154,500
| 1,260,002 183,667 65,509 - 1,378,070
Current Provisions - - ; - -
Long Term Provisions 1,260,002 183,667 65,599 - 1,378,070
1,260,002 183,667 65,599 - 1,378,070
Comparative Year
Increase in
At 1 April |provision during Utilised interest At 31 March
2009 year during year earned 2010
£ £ £ £ £
Single status - - - - -
Electicn expenses - - _ - -
Landfill closure 340,813 973,001 53,812 1,260,002
Reorganisation - - _ - .
Claims managemeant - - - - -
Other - - - - -
340,813 973,001 53,812 1,260,002
Current Provisions - - - . -
Long Term Provisions 340,813 - 973,001 53,812 - 1,260,002
340,813 973,001 53,812 - 1,260,002

Landfill Provisions

The Landfill provision relates to the estimated aftercare costs of a former landfill site for the next 20 years.
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CASTLEREAGH BORQUGH COUNCIL

Notes10 te Financial Statements

FOR THE YEAR ENDED 31 MARCH 2011

Financial Instruments

The Council has no material eXposure to any of the risk 1ypas identified bealow: in il

dealings with Financial Insiruments.

Credit Risk

Credit risk arises from deposits with banks and financial institutions, as well as
credit exposures to the Council's customers. Customers are assessed, taking into
account their financial position, past experience and other factors, with individual
credit fimits being sel in accordance with internal ralings in accordance with
parametess set by the Council. The provision for bad and doubtful debis reflects the
Council's assessment of the risk of non-payment by trade debtors and, as such,
therg is no furher additional estimatad exposure {o default and inability to collect.

Trade debtors, inclusive of VAT, can be analysed by age as follows:

£

Less than three months

575,132

Three to six months

12,573

Six months to one year

1,612

Mare than one year

2,449

591,766

There is no historical experience of default in relation to deposits with banks and
other financial institutions. Therefore there is no estimated exposure to risk of

defauli.

Liquidity Risk

As the Counci! has ready access lo borrowings from the Department of Finance and
Personnel's Consolidated Fund, there is no significant risk that it will be unable to
raise finance to meet its commitments under Financial Instruments. The maturity
analysis of financial liabilities is included in nates 16 ta 18. All trade and other
payables are due for payment within one year.

Market Risk
Interest rate risk

The Council is exposed to risk in terms of its exposure to interest rate movements

on its borrowings and investments.

Foreign exchange risk

The Council has no financial assets or liabilities denominated in fareign currencies
and thus has no material exposure to loss arising from movements in exchange

fates.

Fair Value of Scft Loans and Government Loans
—af Yalle of oM Loans and Government Loans

The Council is in receipt of loans from the Depariment of Finance and Personnel
that differ from the prevailing market rates. The fair value of these loans is

£26,595,208, analysed as follows.

£
Governmernt Loans 26,595,208
Market Loans -
Total 26,595,208

The Council has made a temporary loan to a voluntary organisation at less than
markel rates {soft loans). Thus the fair value of the loan would be less than the
amount of the cash lent. The Department has direcied that fair value consideration
for these loans is net necessary this year but the detaf! of the loans is shown below,

Voluntary Body in Receipt of Loan

Amount (£}

Repayment Due

Lagan Valley Regional Park

457,153

30 July 2011
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Notes to the Financial Statements e

FOR THE YEAR ENDED 31 MARCH 2011

20 Retirement Benefits

201

20.2

Pariicipation in the Northern ireland Local Government Officers' Pension Fund

As pari of the terms and conditians of employment of its officers and other amployees. the
Council offers retirement benzfits. Althaugh these benefits will not actually be pavable untit
employees retire. the Counci! has a commitment to make the payments that need io be disclosed
at the time that employess sarn Iheir future sntitlement

The Council participates in the Northern Ireland Loca! Governmant Officers’ Pension Fund
administered by the Norihern freland Local Government Officers’ Superannuation Committee.
This is a funded scheme, meaning that the Council and employees pay contributions into a fund,
calculated at a level intended to balance the pension's liabilities with investment assets.

This includes all employed bodies, Castlereagh Borough Council (See Note 6a), Group
Environmentat Health (See Note 6b) , Hanwood {See Note 6¢) and Lagan Valley Regional Park
{ See Note 6d).

Transactions relating to retirement benefits- Comprehensive Income and Expenditure Statement Charges

The Council recognises the cost of retirement benefits in the Cost of Services on Continuing
Operations when they are earned by employees, rather than when the benefits are eventually
paid as pensions.

However, the charge the Council is required to make against district rates is based on the cash
payable in the year, and the real cost of retirement benefits is reversed out in the adjustments
between accounting basis & funding basis under regulations ling, in the Movement on Reserves
Statement. The following transactions have been made in the Comprehensive [ncome and
Expenditure Statement and the adjustments between accounting basis & funding basis under
regulations line, in the Mavament on Reserves Statement during the year:

Note 2010611 2009/10
£ £

Net cost of services:
Current service cost 1,174,000 571,000
Past service cost/(gain) (4,278,000) 287,000
Gains and losses on settlements or curtailments - -
Net operating expenditure;
Interest cost 2,197,000 1,691,000
Expected return oh s¢cheme assets (1,880,000) (1,184,000)
Net charge to the Comprehensive income and
Expenditure Statement (2,787,000) 1,365,000

Adjustments between accounting basis &
funding basis under regulations:

Reversal of net charges made for retirement
benefits in accordance with 1AS 19 2,787,000 {1,365,000)

Actual amount charged against the generai fund
balance for pensions in the year:

Employers' contributions payable to scheme 1,020,530 954,404

Net charge to the Comprehensive Income and

Expenditure Statement 3,807,530 (410,596)

The service cost figures include an allowance for administration expenses of 0.3%.

In addition to the recognised gains and losses includsd in the Comprehensive income and
Expenditure Statement, actuarial gain of £7,868,000 (2009/10 £10,310,000 loss) were included
in other comprehensive income and expenditure. The cumulative amount of actuarial gains and
losses recognised in other comprehensive income and expenditure is a loss of £2,442,000.
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Notes to the Financial Statements

— FORTHE YEARENDED 31 MARCH 2011

20 Retirement Benefits

20.3 Assets and liabilities in relation to retirement benefits

Reconciliation of present value of the scheme liabilities:

| Note 2010/11 2009/10
£ £

Balance as at 1 April 43,088,596 24,325,000
Current service cost 1,174,000 571,000
Interest cost 2,197,000 1,601,000
Contributions by members 380,000, 376,000
Acluarial losses/{gains) (7.216,000) 16.711,000
Past service costs/{gains) (4,278,000) 287.000
Losses/(gains} on curtailments - -
Liabilities extinguished on settlements - -
Estimated unfunded benefits paid {(6,408) (6,404}
Estimated benefits paid (1,180,000) (866,000)
Balance as at 31 March 34,149,188 43,088,596
Reconciliation of present value of the scheme assets:

Note 2010/11 2009/10

£ £

Balance as at 1 April 26,033,000, 17,990,000
Expected refurn on assets 1,880,000 1,184,000
Cantributions by members 380,000 376,000
Contributions by employer 1,014,122 948,000
Contributions in respect of unfunded benefits 6,408 6,404
Actuarial gains/{losses) 652,000 6,401,000
Assets distributed on setiffements - -
Unfunded benefits paid (6,408} {6,404)
Benefits paid {1,190,000) {866,000)
Balance as at 31 March 28,769,122 26,033,000

The actual return on scheme assets in the year was a gain of £2,563,000 (2009/10 gain of
£7,584,000). The figures for 2008/09 for these reconciliations were not shown on the acturial

report.

Fair Value of Plan Assets

2010/11 2009/10 2008/09
£ £ £
Equity investments 22 151,000 20,045,000 13,133,000
Bonds 4,027,000 3,645,000 2,518,000
Property 1,726,000 1,562,000 1,258,000
Cash 863,000 781,000 1,079,000
28,767,000 26,033,000 17,990,000

The above asset values are at bid value as required by IAS 19.
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FOR THE YEAR ENDED 31 MARCH 2011

20 Retirement Benefits

The Council's share of the Net Pension Liability (included in the Balance Sheet):

Surplus/(deficit} in the Scheme

201011 2009/10 200809 |
£ £ £
Fair Vaiuz of Employer Asseis 28,769.122 26,033,000 17,990,000
Fresent value of funded liabiities (34.046.188) (42,974,596)1  (24,230,000)
Net {{nder)/Overfunding in Funded Plans (5,277,066) (16,941,596) (6,240,000)
Present Value of Unfunded Liabilities (103.000) {114,000 (95.000}
Unrecognised Past Service Cost - -
Amgunis not recognised as an asset - -
Fair value of reimbursement rights fecognised as an
asset . - -
Other amounts not recognised in the Balance Sheet - - -
Net Asset/{Liability) (5,380,066)]  (17,055,596)]  (6,335,000)
Amount in the Balance sheet:
Liabilities (5,380.086) (17,055,586} (6,335,000)
Assets
Net Asset/(Liabiity) (5,380,066)]  (17,055,596)] (6,335,000
20.4 Scheme history

Analysis of scheme assets and liabiiities

2010111 2009/10 2008/09

£ £ £

Fair Value of Assets in pension scheme 28,769,122 26,033,000 17,890,000
Present Value of Defined Benefit Obligation (34.149,188) {43,088,596)| (24,325,000)

{5.380,066) (17,055,596) {6,335,000)

Amount recognised in Other Comprehensive income and Expenditure:

2010/11 200910

£ £
Actuarial gains/(losses) 652,000 6,401,000
Increase/(decrease) in irrecoverable surplus from
membership fall and other factors 7,216,000 (16,711.000)
Actuarial gains/(losses) recognised in Other
Comprehensive Income and Expenditure 7,868.000 {10,310,000)
Cumulative actuarial gains and losses {2,442,000) {10,310,000)
History of experience gains and losses:
Experience gains and (losses) on assets 852,000 6,401,000

3,818,000 -

Experience gains and {losses) on liabilities

The liabilities show the underlying commitments that the authority has in the long run to pay
retirement benefits. The total liability of £5,380,066 has a substantial impact on the net werth of

the Council as recorded in the Balance Sheet,

However, statutory arrangements for funding the deficit mean that the financiaf position of the
Council remains healthy. The deficit on the Northern tretand Local Governmeni Officers' Pension
Fund will be made gocd by increased contributions over the remaining working life of employees,

assessed by the scheme aciuary.
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