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Statement of Accounts 2007/08
Report by Treasurer and Financial Adviser and Head of Finance

	Summary: 
This report summarises the Broads Authority’s Statement of Accounts for the year ended 31 March 2008. 

Recommendations: 

(i)
That the Authority approves the Broads Authority Statement of Accounts 2007/08 in accordance with the Accounts and Audit Regulations 2003.

(ii)
That the Authority approves the slippage variances for the Navigation Fund and General Fund as set out in Appendix 1, totalling £179,331, and that these are carried forward and added to the 2008/09 approved budgets. 

(iii)
That officers are invited to investigate options for projects which can be carried out during the next two to three years, to be funded from the General Account, with a view to bringing a list of costed options to the Authority in the autumn.


1
 Introduction
1.1
Attached to this the report are the following appendices:

1.
Report on income and expenditure for the General and Navigation Account for the year end 31 March 2008, including major variances and slippages, calculated on an accruals basis.

2.
General Account outturn figures.

3.
Navigation Account outturn figures.

4.
Summary of overall financial position.

5.
Statement of Accounts 2007/08 (excluding the audit report and statement of Corporate Governance).

1.2
It should be noted that the Statement of Accounts have changed from last year due to changes brought in by the CIPFA SORP 2007 (Statement of Recommended Practice).

1.3
The main changes that effect the Broads Authority are:

(i) The Authority has taken the opportunity to replace the Statement of Internal Control (SIC) with a wider-ranging statement on the adoption of a local code of corporate governance, hence called the Statement of Corporate Governance.  The Authority has chosen to include this statement with their statement of accounts in place of the legislative requirement to include a SIC.
 

(ii) The Best Value Accounting Code of Practice has been updated to include a Service Expenditure Analysis (SEA) specifically for National Parks.  This replaces the previous requirement for the Authority to produce its accounts in the Local Government SEA format which was felt to be rather meaningless and uninformative for the user of the accounts.  The Authority has hence produced its 2007/08 accounts in the National Park SEA format as a note to the accounts.  

(iii)
Capital Accounting has been brought more in-line with Financial Reporting Standards.  The Fixed Asset Restatement Reserve and the Capital Financing Account have been replaced with a FRS15 (financial reporting standard 15 on fixed assets) compliant Revaluation Reserve and a Capital Adjustments Account respectively.
2 
General Account

2.1
Pages 2 and 6 of the Statement of Accounts provide summaries of General Account income and expenditure for the year.  The General Fund shows a deficit of £7,206 for 2007/08.  However after applying the Authorities carry forward policy, the net under-spend against the revised budget was £34,117 for 2007/08.  

3 
Navigation Account

3.1
Pages 2 and 6 of the Statement of Accounts provide summaries of Navigation Account income and expenditure for the year.   The Navigation Fund shows a surplus of £110,455. However after applying the Authority’s carry forward policy, the net under-spend against the revised budget was £41,902 for 2007/08.
4 
Balance Sheet

4.1
The Broads Authority has the following earmarked reserves shown on the balance sheet, which contain funds in addition the General and Navigation Funds for specific purposes.  The Authority uses these earmarked reserves to plan for large projects and capital replacement:

(a)
Vessel Replacement Reserve - £154,523. This is a Navigation Account fund used to purchase water borne vessels.

(b)
Mutford Lock Endowment Fund - £149,147. This is a fund set up by the Authority to finance the future repair of Mutford Lock.
(c)
Planning Delivery Grant - £247,586. This is a fund utilising the planning delivery grant awarded by Defra and the ODPM.  Funds are currently being held to pay for the examination of the Development  Control Policy Development Plan document, by the Planning Inspectorate in 2009.
(d)
Implementing Electronic Government (IEG) Fund - £15,505. This is a fund that holds the unused grant supplied by ODPM for the purpose of improving information technology systems that relate to customer service.  The remainder of this fund will be spent on completion of the tolls management system.       

(e)
Sustainable Development Fund - £207,328. This fund contains the undistributed Sustainable Development Fund grant supplied by Defra. 

(f)
New Office Accommodation Fund - £380,654. This fund contains the

       unused new office accommodation grant awarded by Defra. This fund

       will be utilised as required to enable the Authority to make the move

       to the new premises planned for autumn 2008.   

4.2
For further details of movements on these funds see note 23(f) to the Accounts on page 33 in the Statement of Accounts.

5
 Cash Flow Statement

5.1
This statement shows how cash flows through the Authority during a financial year. The decrease in cash/investments between 31 March 2007 and 31 March 2008 was £101,791 resulting in a cash/investment balance of £2,903,110. The high levels of unspent reserves, particularly the New Office Accommodation Fund (£380,654), continue to boost the cash balance.      

6
 Statement of Annual Governance
6.1
This is considered under a separate report as required by the Revised Accounts and Audit Regulations 2003.  It will be appended to the Statement of Accounts once it has been approved.

7 
Audit of the Statement of Accounts

7.1
The Audit Commission is required to express an opinion on the 2008 Statement of Accounts by 30 September 2008.  However due to staff shortages at the Audit Commission, we have been informed that the completion of the audit is likely to be delayed beyond the statutory deadline, but the Authority has been reassured of an opinion before Christmas 2008. The audit report upon completion will be signed and incorporated into the Statement of Accounts.  

8 
Summary of Overall Financial Position
8.1
A summary of the Authority’s overall position is set out in Appendix 4.  This 

sets the context for the figures in the Statement of Accounts, and looks 

forward to future prospects.

9 
Financial Implications

9.1
The Statement of Accounts for 2007/08 shows revenue reserves as at 31 March 2008 that are considered adequate by the Treasurer and Financial Adviser. 
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APPENDIX 1

Income and Expenditure from 1 April 2007 to 31 March 2008 for the General and Navigation Accounts: Variances and Slippages

1
Introduction
1.1
The statements in Appendix 2 and 3 show the revised 2007/08 budgets, as approved by members, against the outturn for the year to 31 March 2008.  Where a variance is over £10,000 an explanation is provided.  Where a genuine slippage has occurred this is also explained.

GENERAL ACCOUNT:

2 
Summary 

2.1
Total net expenditure for the year to 31 March 2008 is £3,960,855 which is 96.8% of the projected total net expenditure.

2.2
Total income for the year to 31 March 2008 is £3,953,649 which is 99.4% of the projected total income.

3 
Major Variances

3.1
INCOME

3.1.1
Interest Received: Budget £75,000, Actual £51,886, Variance (£23,114) adverse.
This variance has arisen as more interest received has been apportioned to the Navigation Account, as it started the year with high levels of tolls received in advance.

3.1
NET EXPENDITURE

3.1.1
Corporate Services


Management and Administrative Support

Mobile Phone Upgrade Fund: Budget £8,200, Actual £2,547, Variance £5,653 favourable

The budget is being used specifically to upgrade the Authority’s mobile phones. It represents a credit given to the Authority by its mobile phone supplier and any under-spend will therefore be carried forward to 2008/09 and used.


Information Technology

Tolls Computer and Website (AGF): Budget £30,000, Actual £29,343, Variance £657 favourable

This budget is specifically for the installation of a new tolls management system.  Any under-spend will be carried forward to 2008/09.

Legal Services

Professional Fees: Budget £35,000, Actual £49,878, Variance (£14,878) adverse

Costs incurred were significantly higher than those budgeted, due to the amount of legal advice sought.
3.1.2 Countryside Management

Fen and Grazing Marshes

Fens Ecological Project Expenditure: Budget £75,850, Actual £67,377, Variance £8,473 favourable

This project is being funded by the Authority and Natural England.  Any underspend on the expenditure budget will be carried forward to 2008/09, so that over the three year life of the project the expenditure matches the funding secured.

Visitors Facilities and Volunteer Management

Asset Management/Access (AGF): Budget £29,000, Actual £24,215, Variance £4,785 favourable

This project is funded by the Additional National Park Grant (AGF). Any underspend will be carried forward to 2008/09 and spent on the Carlton Marshes footpath as part of the Broadland Flood Alleviation Project.
Landscape and Projects

Town, Village and Staithe Enhancement: Budget £18,900, Actual £5,987, Variance £12,913 favourable

This budget covers large projects which often span more than one accounting year.  The underspend will be carried forward to 2008/09 and spent on partnership working with BESL at How Hill Staithe.
Visitors Services

Salaries: Budget £135,200, Actual £146,362, Variance (£11,162) adverse
The season started very early this year and hence some salary costs were incurred in March 2008.
Heritage Lottery Scheme

The Heritage Lottery Scheme is a self funding project, and as such requires no funds from the Authority.  It shows a small surplus in the 2007/08 outturn as a reconciliation of the whole project to date highlighted some additional income claimable.

3.1.4
Waterways

Broadland Flood Alleviation Project

Broadland Flood Alleviation Strategy (AGF): Budget £8,500, Actual £5,624, Variance £2,876 favourable

This project is funded by the Additional National Park Grant (AGF). Any underspend will be carried forward to 2008/09 and spent on angling enhancements on the River Yare.
Conservation of Water Bodies


PSA Targets/Water Framework Directive (AGF); Budget £100,700, Actual £72,506, Variance £28,194 favourable

This project is funded by the Additional National Park Grant (AGF). Any underspend will be carried forward to 2008/09 to continue to fund the salary of the Conservation Officer (Waterways).

Upper Thurne Research and Management Income: Budget nil, Actual £10,767, Variance £10,767 favourable


This income was deferred at last year end to match against the expenditure to which it relates in the Upper Thurne and Research Management budget . There is a compensating overspend on the Upper Thurne and Research Management expenditure budget of £8,666.  This variance can therefore be ignored, as it is cancelled out by the adverse variance.


Navigation Safety and Policy


Port Marine Safety Code (AGF): Budget £40,000, Actual £30,273, Variance £9,727 favourable


This budget has been fully spent at the year end.  However due to adjustment for stock held on equipment not yet fully installed it looks as if it has been underspent.  This underspend will be carried forward to 2008/09.
3.2
General Account Slippages

Summary of slippages proposed to be carried forward to 2008/09
	· Mobile Phone Upgrade Fund
	5,653

	· Tolls Computer and Website (AGF)
	657

	· Fens Ecological Project Expenditure
	8,473

	· Asset Management/Access (AGF)
	4,785

	· Town, Village and Staithe Enhancement
	12,913

	· Broadland Flood Alleviation Strategy (AGF)
	2,876

	· PSA Targets/Water Framework Directive (AGF)
	28,194

	· Port Marine Safety Code (AGF)
	       9,727

	
	73,278


NAVIGATION ACCOUNT:
4
 Summary 

4.1
Total net expenditure for the period is £2,261,500, which is 93.9% (98.6% 2006/07) of the revised budget.

4.2
Total income is £2,121,954, which is 101.1% (100.4% 2006/07) of the revised budget.

5 
Major Variances


INCOME:

Interest Received: Budget (£40,000), Actual (£66,182), Variance £26,182 favourable

This variance has arisen because the Navigation Account started the year with a large amount of cash due to tolls being received in advance.

5.1
NET EXPENDITURE:

5.1.1
Waterways

Dockyard

5.1.2
Postwick Tip costs: Budget £9,000, Actual £0, Variance £9,000 favourable.

The Authority had budgeted for taking on the waste management licence for Postwick Tip. However this has been deferred as negotiations are still ongoing with May Gurney.  This expenditure will hence need to be carried forward to 2008/09.


5.1.3
Landowner Payments: Budget £20,000, Actual £505, Variance £19,495 favourable.

Landowner payments have slipped due to failed negotiations in the Thurne, and alternative sites are being explored  This expenditure will be carried forward to 2008/09.

5.1.4
Professional Fees: Budget £23,300, Actual £nil, Variance £23,300 favourable

The original budget was set at £12,500 for due diligence review by PKF, legal fees £5,000, property advice and transfer fees £5,000 and £800 valuation fee.


However the actual costs were, due diligence £11,286, stamp duty £8,988, legal fees £10,563, property fees £6,916, and VAT advice £1,425, less interest on funds held by Eversheds (£809), giving a total of £38,369.  These costs have been capitalised at the year end and taken directly to the balance sheet and treated as part of the costs of the asset acquired.

5.1.5
Income: Budget £0, Actual (£13,945), Variance £13,945 favourable 


Some external works has been done by the dockyard team.  This additional income will be used to help maintain and replace the dredging equipment.

Mooring and Yacht Stations

5.1.6
 Piling and Maintenance of Moorings: Budget £20,000, Actual £135, Variance £19,865 favourable
This expenditure needs to be deferred to 2008/09 as work on Beccles piling is due to start in August 2008.

5.1.7
Piling and Maintenance of Moorings AP: Budget £52,500, Actual £11,845, Variance £40,655 favourable
The Navigation Committee recommends that this budget underspend should be spent on the development of the 24 hour moorings at the Dutch Tea Gardens and the 24 hour moorings on the Waveney.

Navigation Safety and Policy
5.1.8
Salaries: Budget £93,300, Actual £81,010, Variance £12,290 favourable
This variance has arisen as the budget includes £14,000 for standby allowance payments.  This should really be split between staff in navigation works and maintenance and staff in patrolling as well as staff in navigation safety and policy.  This will be done when next years budget is profiled.

Navigation Works and Maintenance

Notice Boards and Channel Markings: Budget £26,000, Actual £8,962, Variance £17,038 favourable

This variance is due to a year end closing stock adjustment.  The budget has been substantially spent, and the variance will be carried forward to 2008/09.

Patrolling
5.1.9
Other Employee Expenses: Budget £25,000, Actual £35,812, Variance (£10,812) adverse
It is recommended that this budget be increased to £35,000 in 2008/09.  It is currently set at £27,500 for 2008/09, however due to the cost of mobile phone bills, £35,000 is a more realistic level.

5.2
Navigation Account Slippages

Summary of slippages proposed to be carried forward to 2008/09

	· Postwick Tip Costs
	9,000

	· Landowner Payments
	19,495

	· Piling and Maintenance of Moorings (Beccles)
	19,865

	· Piling and Maintenance of Moorings AP
	40,655

	· Notice Boards and Channel Markings (stock adjustment)
	17,038

	
	106,053


APPENDIX 4

Summary of Overall Financial Position: June 2008

A
General Account

1
Current Position

1.1
General Account Reserves at 31 March 2007 were £857,218.

1.2
A deficit budget of £114,600 was planned in 2007/08, reducing Reserves to £742,618.

1.3
In the event the deficit was only £7,205, £107,395 less than predicted, thus reducing Reserves to £850,013 as at 31 March 2008.

1.4
However, of this net underspend, a significant amount (£73,278) will be carried forward into the 2008/09 budget as slippages/deferred expenditure.  The details of this are as follows:

	
	£

	· Mobile Phone Upgrade Fund
	5,653

	· Tolls Computer and Website (AGF)
	657

	· Fens Ecological Project Expenditure
	8,473

	· Asset Management/Access (AGF)
	4,785

	· Town, Village and Staithe Enhancement
	12,913

	· Broadland Flood Alleviation Strategy (AGF)
	2,876

	· PSA Targets/Water Framework Directive (AGF)
	28,194

	· Port Marine Safety Code (AGF)
	9,727

	
	73,278


1.5
Those items marked ‘AGF’ are funded by the National Park additional Grant Fund of £1.3 million over three financial years.  This expenditure is ringfenced and it is important that the Authority accounts carefully for the money in order to be able to demonstrate, at the end of the three year period, how it has been spent.

1.6
Having deducted the deferred expenditure, the ‘true’ underspend (i.e. actual savings achieved) in 2007/08 was £34,117.

1.7
The Authority has budgeted for a deficit of £225,200 in 2008/09.  The effect of the net savings achieved in 2007/08 and the carry forward of additional expenditure will be to reduce Reserves to £551,535 as at 31 March 2009.

2
Overall Summary

2.1
The three year grant settlement for 2008/09 to 2010/11 (details of which were reported to the Broads Authority at its meeting in January 2008) guarantees an inflation increase and additional grant funding of £400,000 per annum (reduced from £500,000 in 2008/09) over the next two financial years.

2.2
This provides the Authority with some financial stability and enables it to plan medium term expenditure over that period with a degree of certainty.

2.3
Whilst the current level of Reserves is well above the minimum recommended level, the draft forecasts prepared by officers for the next two financial years predict that expenditure will continue to exceed income, in part because employee costs are continuing to increase at a rate in excess of inflation.

2.4
However the deficit is reducing, and officers are seeking to align the budget to meet the Authority’s aspiration to balance income and expenditure by not later than 2009/10.

2.5
If this can be achieved the Authority will be left with Reserves in excess of £500,000, and there may be capacity over the next two to three years to put some of this money towards one-off capital projects and schemes which will contribute to the Authority’s priority objectives.

2.6
In particular there is a need to address some of the backlog of maintenance work, and it is therefore suggested that a Project Reserve Fund and/or Asset Management Reserve Fund be set up.

2.7
Some caution need to be exercised since the move to new offices will incur additional costs, the full nature of which will not be known until after the Authority has relocated, and the costs of the Private bill for 2008/09, and possibly beyond, cannot be estimated with any certainty at this stage.

2.8
Notwithstanding that it is recommended that officers be invited to investigate options for projects which can be carried out during the next two to three financial years, with a view to bringing a list of costed options to the Authority in the autumn.

B
Navigation Account

3
Current Position

3.1
Navigation Account Reserves stood at £395,827 as at 31 March 2007.

3.2
A deficit budget of £37,500 was planned in 2007/08, reducing Reserves to £358,327.

3.3
In the event there was a surplus of £110,455, a total net underspend of £147,955.  This increased the Reserves to £506,282 as at 31 March 2008.

3.4
There are a number of reasons for this sizeable underspend:

· an increase in interest received from investments, which was instrumental in total income exceeding the budgeted figure by £23,854;

· a total net underspend of about £70,000 on the Dockyard costs, of which the following has been carried forward to 2008/09:

	
	£

	· Postwick Tip Costs
	9,000

	· Landowner Payments
	19,495

	
	28,495


· slippages/deferred expenditure on the following budget lines:

	
	£

	· Piling and Maintenance of Moorings (Beccles)
	19,865

	· Piling and Maintenance of Moorings (AP) (Jensen’s Island)
	40,655

	· Notice Boards and Channel Marking (stock adjustment)
	17,038

	
	77,558


3.5
Having deducted the deferred expenditure of £106,053, the ‘true’ underspend (i.e. actual savings achieved) was £41,902.

3.6
The Authority has budgeted for a deficit of £128,000 in 2008/09.  The effect of the net savings achieved in 2007/08 and the carry forward of additional expenditure will be to reduce Reserves to £272,229 as at 31 March 2009.

4
Overall Summary

4.1
The key issues regarding the Navigation Account are the need to balance income and expenditure and to maintain Reserves at an acceptable level.

4.2
The costs of the first six months of the dockyard operation are encouraging, and suggest that the Authority made a sound financial and operational investment in acquiring it.  However the savings achieved over the first six months of operation are not necessarily a true reflection of the yearly running costs, which need to be analysed over a full financial year before a final decision can be taken on the comparative costs.

4.3
Reserves are projected to remain above the minimum recommended level for the remainder of this financial year, and draft forecasts prepared by officers indicate that this level can not only be maintained,  but also built upon over the next two financial years.

4.4
This will be essential as the Authority will need to build up a financial ‘cushion’ in the event that additional National Park Grant is discontinued after 2010/11.

4.5
As before officers will be stressing to Defra the importance that the additional funding is continued beyond 2010/11, and explaining the consequences on the maintenance of the Broads should this be discontinued.
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