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EXPLANATORY FOREWORD
Introduction

This foreword provides a guide to the Council’'s accounts for the year ending 31 March
2008. The Accounts and Audit Regulations 2003 require the Statement of Accounts to be
approved by the Council by 30 June 2008. The accounts are set out on pages 20 to 73.

The statements have been prepared in accordance with proper accounting practices and
all relevant statutory requirements. Proper accounting practices represent compliance
with the following:

e All relevant Financial Reporting Standards (FRS) issued by the Accounting
Standards Board (ASB - a constituent board of the Financial Reporting Council)

e The Code of Practice on Local Authority Accounting in the UK 2007 (the Statement
of Recommended Practice or SORP issued by the CIPFA/LASAAC Joint
Committee, a body recognised by the ASB for the purpose of issuing SORPS)

e The Best Value Accounting Code of Practice 2007 (BVACOP issued by CIPFA)
that establishes proper practice for consistent financial reporting below the
Statement of Accounts level and has statutory recognition

The Statement of Accounts comprises:

Statement of Accounting Policies: This is a listing of the accounting policies followed
in the production of the Council’s accounts.

The Statement of Responsibilities for the Statement of Accounts: This sets out the
Council’'s and the Chief Finance Officer's responsibilities for the statement of accounts.
This statement also carries the certification of the Chief Finance Officer.

Income and expenditure Account: This statement is fundamental to the understanding
of a local authority’s activities. It summarises the costs for the year of all the functions for
which the Council is responsible and demonstrates how the cost has been financed from
general government grants and income from local taxpayers.

Statement of the Movement on the General Fund Balance: The Income and
Expenditure Account discloses the income receivable and expenditure incurred in
operating the Council for the year. However, there are other items that are required to be
charged or credited to the General Fund that are not shown in the Income and
Expenditure Account and they have to be taken into account in determining the Council’s
budget requirement and its Council Tax demand. These other items are shown in the
Statement of the Movement on the General Fund Balance. While the surplus or deficit on
the Income and Expenditure Account is the best measure of the Council’s financial result
for the year in accordance with generally accepted accounting practice, the movement on
the General Fund Balance is also an important aspect of the Council’s stewardship.



Statement of Total Recognised Gains and Losses: Not all gains and losses
experienced by a local authority are reflected in the Income and Expenditure Account, for
example gains on revaluation of fixed assets and pension actuarial gains. This
memorandum statement brings together all such gains and losses.

Balance Sheet: The Balance Sheet shows the financial position of the Council as at the
31 March 2008. It shows the balances and reserves at the Council’s disposal, its long
term indebtedness and the fixed and net assets employed in its operations, together with
summarised information on the assets held.

Cash Flow Statement: This statement brings together the total movements of the
Council’'s assets and liabilities during the financial year, inflows and outflows of cash
arising from both revenue and capital transactions with third parties.

Notes to the Accounts: The various accounts and statements are supported by detailed
notes to help the reader.

Housing Revenue Account (HRA) Income and Expenditure Account and the
Statement of Movement on the HRA Balance: The Council is required by law to
account separately for the provision of housing. This account shows the major elements
of housing revenue expenditure: repairs and maintenance, administration and financing
costs as well as how the expenditure is financed from rents, grants and other income. As
with the Income and Expenditure Account this account is supported by a Statement of
Movement on the HRA Balance.

Collection Fund: There is a statutory requirement for local authorities that issue Council
Tax bills (billing authorities) to maintain a separate fund to show the transactions in
respect of council tax and non-domestic rates and the way in which these have been
distributed to precepting authorities.

The Annual Governance Statement: This statement explains how the Council has
complied with the Code of Corporate Governance and also meets the requirements of the
Accounts and Audit regulations for the publication of a statement on internal control. This
is signed by the Managing Director and the Leader of the Council. This is not part of the
accounts but is required to be shown alongside them.

Glossary: This provides a guide to some of the technical terms used in this document.

Accounting for Pensions

The Council's accounts comply fully with the requirements of Financial Reporting
Standard 17 (FRS17) which impacts on how Retirement Benefits are shown in the
Income and Expenditure Accounts, Statements of Movements of Balances and the
Balance Sheet. Income and Expenditure Accounts now recognise the cost of providing
retirement benefits in the period in which they are earned, the related finance costs and
changes in the value of assets and liabilities. The Balance Sheet now recognises the net
liability relating to the Council’s share of the Kent County Council Superannuation Fund.
The net liability has reduced by over £4m during the year to £26m.



There is no effect on Council Tax or Housing Rents charged to residents/tenants, as the
accounting entries are 'reversed out’ in the Statement of Movement in the General Fund
Balance. Similarly, the pension liability in the Balance Sheet is matched by a pensions
reserve within the financing part of the statement.

Main changes to the 2007/8 Statement of Accounts

There have been three main changes to the Statement of Accounts for 2007/8 compared
with 2006/7 namely:

A change in the accounting treatment for financial instruments (loans and investments).
The Accounting Standards Board issued two Financial Reporting Standards on financial
instruments and the Council’'s accounts have to comply with them. The main change will
be seen in the notes to the financial statements and the accounting policies.

The previous Fixed Asset Restatement Account and Capital Financing Account have
been replaced by a Revaluation Reserve and a Capital Adjustment Account. The
balances on the Fixed Asset Restatement Account and Capital Financing Account at the
beginning of the year were transferred to the Capital Adjustment Account. The
Revaluation Reserve accounts for changes in the revaluation of fixed assets. All other
accounting entries necessary to balance the capital accounts are channelled through the
Capital Adjustment Account.

The Annual Government Statement replaces the Statement of Internal Control.

Summary of financial performance in the year

The General Fund

The General Fund accounts for all revenue (day to day) services other than those
provided in respect of Council Housing. The Budget Requirement is the sum to be met
from Government Grant (Revenue Support Grant and the Council's share of National
Non-Domestic Rates) and Council Tax.

The Council set its Budget Requirement for 2007/8 using £339,000 from balances. The
General Fund Balance was budgeted to reduce by this amount from £2,392,000 to
£2,053,000. Actual net expenditure on the General Fund was £114,000 less than
originally expected, and £664,000 was transferred to reserves, leaving a balance at the
end of the year of £1,503,000.



The following table compares the final figures for 2007/8 with the original budget.

Final

£,000

Net expenditure of services 13,504
Rus increase in bad debt provision 48
Less interest receivable @,329)

12,223

Less: Formula Grant @,027)
Business Rates 6,119)
Council Tax @,851)

Deficit for the year 226

Earmarked Reserves

£919,000 expenditure was funded from earmarked reserves during the year. £664,000
was transferred from the General Fund into reserves, leaving a total amount carried
forward in revenue reserves of approximately £5.4m.

The Housing Revenue Account

The Housing Revenue Account accounts for all revenue (day to day) services in respect
of council housing.

The Housing Revenue Account is "ringfenced”, i.e. it cannot subsidise or receive
subsidies from other Accounts. It is also known as the Landlord Account as all costs and
income relate to the provision of council housing.

When the original budget was set for 2007/8, the account was budgeted to make a
surplus of £292,000. The actual surplus for 2007/8 was £1.4m bringing the balance
carried forward to just under £5.5m. The balance will be used in future years to help fund
the decent homes capital programme.

The Capital Programme

The Capital Programme consists of a number of projects where expenditure is incurred
on investment in new assets or improving existing ones. Ongoing revenue costs, such as
those charged to the General Fund or Housing Revenue Account cannot be charged to
Capital.

The Council budgeted to spend £15.2m on investment in its assets. Actual expenditure
was just over £11.8m. This was funded mainly from Capital Receipts, Government Grants
and the Major Repairs Reserve. At the end of the year the Council had £1.98m of capital
contractual commitments.



The Usable Capital Receipts Reserve had a balance at the beginning of the year of
£7.6m. New usable receipts during the year totalled just over £4m; £3.5m was used to
finance expenditure in 2007/8, and £1.45m was paid to the Government’s capital receipts
pool. The balance carried forward at the end of the year is £6.8m. This, plus other capital
resources, is sufficient to meet budgeted expenditure.

The Balance Sheet valuation of fixed assets at the end of the year is £362.6m, an
increase in the previous year of £7.7m.

Debt and Investments

The Council had no long term debt during the year and only borrowed temporarily to meet
cash flow requirements. At the end of the year the Council held £25.6m in short term
investments, £8.3m in long term investments and had outstanding temporary borrowing of
£8.3m, giving net investments of £25.6m. The comparative figure for the end of 2006/7
was £31.1m.

Influences affecting the authority’s income and expenditure

The authority’s main items of expenditure are payments to contractors, staff, those in
receipt of benefits and to government for business rates collected. These are generally
known in advance and can be budgeted with some certainty. Similarly, income from
government, business rates and council tax can be estimated with reasonable certainty.
Expenditure on concessionary bus travel is a new risk and will continue to be so with the
introduction of the national free scheme. The main variable risk on income is from
charges made for the provision of services.

The Council prepares a medium term financial plan covering three forward years. This
sets the policy of the Council in financial terms. Because the majority of income comes
from government grant and council tax, it is these that dictate the level of net expenditure.
The Council has approved a three year revenue and capital budget that is fully funded.



INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF DARTFORD BOROUGH
COUNCIL

Opinion on the financial statements

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

This report is made solely to the members of Dartford Borough Council in accordance with
Part 1l of the Audit Commission Act 1998 and for no other purpose, as set out in paragraph
36 of the Statement of Responsibilities of Auditors and of Audited Bodies prepared by the
Audit Commission.

Respective responsibilities of the Managing Director and auditor

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

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

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

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

We read other information published with the Authority accounting statements, and consider
whether it is consistent with the audited Authority accounting statements. This other
information comprises the Explanatory Foreword. We consider the implications for my report
if we become aware of any apparent misstatements or material






RESPONSIBILITIES FOR THE STATEMENT OF ACCOUNTS AND CERTIFICATE OF
THE CHIEF FINANCE OFFICER

RESPONSIBILITIES FOR THE STATEMENT OF ACCOUNTS

The Council’s responsibilities

The Council is required:

e to make arrangements for the proper administration of its financial affairs and to
secure that one of its officers has the responsibility for the administration of those
affairs. In this authority that officer is the Managing Director who is the named
Chief Finance Officer under section 151 of the Local Government Act 1972.

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

e to approve the statement of accounts.

The Managing Director’s responsibilities
The Managing Director is responsible for the preparation of the authority’s statement of
accounts which, in terms of the CIPFA Code of Practice on Local Authority Accounting in
the United Kingdom, is required to present fairly the financial position of the authority at the
accounting date and its income and expenditure for the year ended 31 March 2008.
In preparing that statement of accounts, the Managing Director has:

e selected suitable accounting policies and then applied them consistently;

¢ made judgements and estimates that were reasonable and prudent;

e complied with the CIPFA Code of Practice on Local Authority Accounting in the
United Kingdom;

The Managing Director has also:
e kept proper accounting records which were up to date;

e taken reasonable steps for the prevention and detection of fraud and other
irregularities.



CHIEF FINANCE OFFICER’S CERTIFICATION TO THE STATEMENT OF ACCOUNTS

For the purpose of identifying the relevant accounts on which the Auditors are to
express their opinion, in accordance with regulation 10 (2) of the Accounts and Audit
Regulations 2003, | certify that the accounts to the Council set out on pages 20 to
73 have been submitted to the Council’s Auditors — Baker Tilly - and that they
present fairly the financial position and transactions of the Council at 31%" March
2008, and its income and expenditure for the same year then ended.

MANAGING DIRECTOR
23 June 2008
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APPROVAL OF THE STATEMENT OF ACCOUNTS IN ACCORDANCE WITH THE
ACCOUNTS AND AUDIT REGULATIONS 2003

COMPLETION OF THE APPROVAL OF THE ACCOUNTS

The Statement of Accounts was formally approved by the Audit Board on the
30 June 2008.

COUNCILLOR A MARTIN
VICE CHAIRMAN OF THE AUDIT BOARD

30 June 2008
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ANNUAL GOVERNANCE STATEMENT

FOR THE PERIOD 1 APRIL 2007 TO 31 MARCH 2008

SCOPE OF RESPONSIBILITY

Dartford Borough Council (the 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. The Council also has a duty under the Local
Government Act 1999 to make arrangements to secure continuous improvement in the
way in which its functions are exercised, having regard to a combination of economy,
efficiency and effectiveness.

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

The Council has approved and adopted a Local Code of Corporate Governance (the Local
Code), which is consistent with the principles and reflects the requirements of the
CIPFA/SOLACE Framework Delivering Good Governance in Local Government. The
Local Code is published on the Council’s website at www.dartford.gov,uk.

This statement explains how the Council has complied with the Local Code and also meets
the requirements of regulation 4(2) of the Accounts and Audit regulations 2003 as
amended by the Accounts an Audit (Amendment) (England) Regulations 2006 for the
publication of a statement of internal control.

The Council has in place appropriate management and reporting arrangements to enable
it to satisfy itself that its approach to corporate governance is adequate and effective in
practice.

In discharging this overall responsibility, the Council is also responsible for ensuring that

there is a sound system of internal control which facilitates the effective exercise of the
Council's functions, and which include arrangements for the management of risk.

THE PURPOSE OF THE GOVERNANCE FRAMEWORK

The governance framework comprises the systems and processes, and culture and
values, by which the Council is directed and controlled, and by which it, through its
activities, it can account to, engage with and lead the community. The governance
framework 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 ongoing
process designed to identify and prioritise the risks to the achievement of the

12
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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.

This Annual Governance Statement is produced for the year 1 April 2007 to 31 March
2008 and includes the period up to the date of approval of the statement of accounts.

THE GOVERNANCE FRAMEWORK

The key elements of the systems and processes that comprise the Council’'s governance
arrangements are summarised below:

Identifying and communicating our vision and outcomes for citizens and service users

The Corporate Plan sets out the Council's objectives and says how it will measure success
(the critical success factors) for the period 2006/7 to 2009/10. The Corporate Plan is being
reviewed and updated to align with the Local Area Agreement (the shared objectives of the
Kent local authorities and Government - KA2) and the Sustainable Community Strategy
(the shared objectives of the Local Strategic Partnership). The Corporate Plan is published
on the Council’s website.

Reviewing our vision and its implications for our governance arrangements

Progress towards the achievement of the objectives is monitored through the Performance
Management Framework, performance reports to Management Team, Cabinet and Quality
Services Committee and through other internal review mechanisms.

Measuring the quality of services for users, to ensure that they are delivered in
accordance with the Council's objectives and for ensuring that they represent the best use
of resources

The Council measures the quality of service for users through a number of mechanisms
including:

Customer surveys

Comments and complaints

Monitoring against targets and indicators

Reviews by the Quality Services Committee

Comparison with similar authorities

Annual value for money review as part of the Use of Resources assessment.

Establishing clear channels of communication with all sections of our community and other
stakeholders, ensuring accountability and encouraging open consultation

The Council has a Communication and Consultation Strategy and a Comprehensive
Equality Policy helping to ensure that all groups in our community have a voice, can be
heard and are suitably consulted. The Statement of Community Involvement sets out how
the community will be involved in decisions about the Council’'s Local Development
Framework.

13



Defining and documenting the roles and responsibilities of the executive, non-executive,
scrutiny and officer functions, with clear delegation arrangements and protocols for
effective communication

The Council has an adopted Constitution which details how the Council operates, how
decisions are made and the procedures which are to be followed to ensure that these are
efficient, transparent and accountable to local people. The Constitution defines the terms
of reference for all Council committees. The Executive is responsible for most decisions.
The Executive is made up of the Leader and a Cabinet. The Council appoints the Leader
and the Leader appoints the Cabinet. Major decisions are published in advance, in the
Forward Plan, and will generally be discussed in a meeting open to the public. All
decisions must be in line with the Council's overall policies and budget. Any decisions the
Executive wishes to take outside the budget or policy framework must be referred to
Council as a whole to decide. There is a Scrutiny Committee that monitors the work of the
Executive. A "call-in" procedure allows Scrutiny to review Executive decisions before they
are implemented, thus presenting challenge and the opportunity for a decision to be
reconsidered.

A scheme of delegation is approved by the General Assembly of the Council. This defines
the framework and limits within which officers can take decisions.

In addition to its role in reviewing service quality, the Quality Services Committee reviews
general policies and makes recommendations on future policy options to Cabinet.

Developing, communicating and embedding codes of conduct, defining the standards of
behaviour for members and staff

The standards of conduct and personal behaviour expected of Council Members and
Officers, its partners and the community are defined and communicated through codes of
conduct and protocols. These include:

Members' Code of Conduct

Employee Code of Conduct

Regular performance appraisals for staff linked to corporate and service objectives
An Anti Fraud and Corruption Strategy

Member/Officer Protocol

Whistleblowing Policy

A Standards Committee with four independent members including the chairman.

Whistle-blowing and receiving and investigating complaints from the public

The Council's Whistleblowing Policy has been in place for many years and provides for
confidential reporting on matters of concern. The policy is regularly reviewed. Informants
are requested to be open in their disclosure, but it is recognised that on occasions,
informants will wish to remain anonymous.

The Council has an effective Corporate Complaints Procedure. The Council has received
no findings of maladministration from the Local Government Ombudsman.
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Reviewing and updating standing orders, standing financial instructions, a scheme of
delegation and supporting procedure notes/manuals, which clearly define how decisions
are taken and the processes and controls required to manage risks

Standing Orders, Contract Standing Orders and the Scheme of Delegations to Officers are
regularly reviewed as are supporting procedures and manuals. Financial Regulations were
updated in 2005 and are due for further review and update in 2008. The Financial
Guidance Manual is updated during the year, as required.

Compliance with relevant laws and reqgulations, internal policies and procedures, and that
expenditure is lawful

The Council has a duty to ensure that it acts in accordance with the law and various
regulations in the performance of its functions. It has developed policies and procedures
for its Officers and Members to ensure that, as far as are possible, they understand their
responsibilities both to the Council and to the public. Key documents and procedures
include:

Standing Orders

Contract Standing Orders and associated Purchasing Guide

Financial Guidance Manual incorporating financial regulations

Money Laundering procedures and the appointment of an MLRO

Committee reporting procedure including requirements for the monitoring of legal and
financial implications

Regular training on new legal requirements

Regular updates from the Head of Legal Services on key changes to the local authority
legal framework.

Other key corporate policies on a range of topics such as Equality and Diversity, Customer
Care, Data Protection, Freedom of Information, and Fraud have been adopted. All policies
are subject to internal review, to ensure they are adequately maintained and fit for
purpose.

Measuring the quality of services for users, for ensuring they are delivered in accordance
with our objectives and for ensuring that they represent the best use of resources

The Council through its budgetary monitoring and control processes, ensures that financial
resources are being used in accordance with the budget and corporate policy via regular
management reporting to the Management Team and Members.

Financial planning is underpinned by service planning and regular budget reviews to
ensure that individual service plans and service improvements are in line with corporate
objectives.

Through the quarterly performance reports, corporate and key service objectives are
carefully monitored to ensure that performance targets and indicators are being achieved.

Economic, effective and efficient use of resources is subject to review by the use of the

Audit Commission's VfM tool, through the work of both Internal and External Audit and
through independent external review.
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Financial Management

Responsibility for ensuring that an effective system of internal financial control is
maintained and operated rests with the Section 151 Officer. The systems of internal
financial control provide reasonable and not absolute assurance that assets are
safeguarded, that transactions are authorised and properly recorded, and that material
errors or irregularities are either prevented or would be detected within a timely period.

Internal financial control is based on a framework of management information, financial
regulations and administrative procedures, which include the segregation of duties where
practical, management supervision and a system of delegation and accountability.
Ongoing development and maintenance of the various processes may be the responsibility
of other managers within the Council.

In particular, the process in 2007/8 included:

The setting of a three year budget;

Monitoring of actual income and expenditure against the annual budget;
A detailed budget review by officers and Members

Setting of financial and performance targets;

Regular reporting of the Council's financial position to Members;
Clearly defined capital expenditure guidelines;

The monitoring of finances against a Medium Term Financial Plan;
Managing risk in key financial service areas.

Effectiveness of Internal Audit

The Internal Audit Team reports to the Managing Director and Management Team,
operating under a Charter, which defines its relationship with Council Officers and the
Audit Board. The main responsibility of the Internal Audit Team is to provide assurance
and advice on the internal control system of the Council to the Management Team and
Members. Internal Audit reviews and appraises the adequacy, reliability and effectiveness
of internal control within systems and recommends improvement. It also supports
management in developing systems, providing advice on matters pertaining to risk and
control. The controls created by management are evaluated to ensure:

Council objectives are being achieved;

Economic and efficient use of resources;

Compliance with policies, procedures, laws and regulations;
The safeguarding of Council assets; and

The integrity and reliability of information and data.

As part of the wider annual review of the governance arrangements and in particular, the
System of Internal Control, the Council is required to undertake an annual review of the
effectiveness of the system of internal audit. This review was undertaken by the Audit
Manager and considered by the Management Team on 3 June. The review concluded that
there was a good level of assurance and that the system of internal audit operating in
2007/8, was effective. The full details of the review will be reported to the Audit Board,
alongside this Annual Assurance Statement, as it is a key element of the review of the
system of internal control and governance framework.

16



Undertaking the core functions of an Audit Committee, as identified in CIPFA's Audit
Committees — Practical Guidance for Local Authorities

It is a responsibility of the Audit Board (as detailed in the Constitution) to monitor the work
of Internal Audit and to ensure that any actions agreed are implemented. The review of
the system of internal audit also considered the effectiveness of the Council's Audit Board,
The review concluded that the Audit Board was effective and added value to the internal
control system. Its Terms of Reference are outlined in the Council's Constitution.

Performance and Risk Management

The Council produces a quarterly report on performance which includes Best Value
Performance Indicators, local performance indicators and monitoring of key objectives and
targets.

The Council’s risk management processes are being streamlined.

Strategic risk is aligned to corporate priorities and quarterly reports are produced for
Management Team and Members.

The development needs of members and senior officers in relation to their strategic roles,
supported by appropriate training

An annual training/development plan for Members is approved by the Standards
Committee each year in April. Training for senior officers is considered at the annual
appraisal and also during the year, if required.

REVIEW OF EFFECTIVENESS

Dartford Borough Council has responsibility for conducting, at least annually, a review of
the effectiveness of its governance framework including the system of internal control.
This review is informed by:

The work of Internal Audit and the Audit Manager's Annual Report.

The work of senior managers within the Council who have responsibility for the
development and maintenance of the governance environment.

Opinion of the external auditors as expressed in the Annual Audit and Inspection Letter
and other reports, including the Use of Resources and Direction of Travel Statements.

Detailed review which will be undertaken on behalf of the Management Team.
Overview conducted by the Management Team

The following process have been applied in maintaining and reviewing the effectiveness of
the governance framework:

17



Council

The Corporate Plan, Constitution, budget and other strategies and polices are approved
and reviewed by the General Assembly of the Council. The Council's Annual Performance
Plan reports on performance against key priorities and outlines priorities and targets for
the forthcoming year. The Council has also adopted the revised Model Code of Conduct
for Members.

Cabinet and Quality Services Committee

The Cabinet and Quality Services Committee receive quarterly reports on performance
against key priorities and sets robust and challenging targets.

Audit Board

The Audit Board receives quarterly updates on the assurance which can be placed against
various systems and processes during the year, along with an annual assessment at the
year end.

The Audit Board reviews reports presented to it by the Audit Manager on the review of
internal control. The Board receives a summary of all internal audit reports and keeps a
check on those areas that were assessed as unsatisfactory. Additionally, it reviews the
effectiveness of the Council’s risk management arrangements.

Standards Committee

The Standards Committee receives an annual report from the Monitoring Officer on ethical
governance arrangements.

Ethics is a key element of governance and the purpose of the Monitoring Officer's annual
review of the Council’s ethical governance is to ensure that robust arrangements are in
place and that the Council continues to develop and improve management and reporting
arrangements so as to satisfy itself that its approach to ethical governance is both
adequate and effective in practice.

Internal Audit
Based on an overview of the work undertaken throughout the year, in conjunction with
previous years' work and current risk assessments, the Audit Manager places a

Satisfactory Assurance on the systems of internal control in place.

External Agencies

There were no external service inspections in 2007/8 and the Council has relied on the
Annual Audit and Inspection Letter as its prime source of assurance. This Letter
summarises the audit and inspection work carried out by the Audit Commission during the
year.

18



SIGNIFICANT GOVERNANCE ISSUES

On the basis of the detailed review undertaken and consideration of that review by
the Management Team, the Council is satisfied that there are no significant
governance matters that need to be brought to the immediate attention of Members
and that the Council’'s corporate governance arrangements are adequate and
operating effectively.

However, the following areas have been highlighted as requiring improvement and/or
further development;

Review the process for consultation and communication against the anticipated
statutory guidance ‘Creating Strong, Safe and Prosperous Communities’

Further develop and refine the performance management framework to ensure
priorities link with the KA2 and other partnership agreements and provide for the
assessment of value for money and the inclusion of service standards

Enhance the risk management process

Identify the governance arrangements for key partnerships

Finalise the Business Continuity Plan.

An action plan has been developed to deliver these improvements. This will
be monitored by the Audit Board.

Over the ensuing year, the Council will take steps to address the above matters to
further enhance its governance arrangements. We are satisfied that these steps will

address the need for improvements that were identified in our review of effectiveness
and will monitor their implementation and operation as part of our next annual review.

Signatures:

7 Leader of the*Council

....... =SSN\, Date:' ... Mgt 2008

aging Director =
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STATEMENT OF ACCOUNTING POLICIES
GENERAL PRINCIPLES

The Statement of Accounts summarises the Council’s transactions for the 2007/8 financial
year. It has been prepared in accordance with the Code of Practice on Local Authority
Accounting in the United Kingdom 2007 — A Statement of Recommended Practice
(referred to hereafter as the SORP), the Best Value Accounting Code of Practice,
accompanying guidance notes issued by the Chartered Institute of Public Finance and
Accountancy (CIPFA) and other relevant accounting recommendations of CIPFA, so that
the authority’s statement of accounts “presents fairly” the financial statements and
transactions of the Council. The accounting convention adopted is historical cost, modified
by the revaluation of certain tangible fixed assets.

ACCRUALS OF INCOME AND EXPENDITURE

The accounts of the Council are maintained on an accruals basis in accordance with the
SORP. That is, sums due to or from the Council during the year are included whether or
not the cash has actually been received or paid in the year. An exception to this principle
relates to electricity and similar quarterly payments which are charged at the date of meter
reading rather than being apportioned between financial years. This policy is applied
consistently each year and therefore does not have a material effect on the year's
accounts.

ACQUIRED AND DISCONTINUED OPERATIONS

Any income and expenditure relating to acquired or discontinued operations is shown
separately in the Income and Expenditure account, while any liabilities are disclosed in the
notes to the Balance Sheet.

ALLOCATION OF SUPPORT SERVICE CHARGES

All costs of management and administration which are non service specific are fully
allocated to services and to Corporate Management and Democratic Representation and
Management, where appropriate. This is in accordance with the Best Value Accounting
Code of Practice, which requires the total cost of services to be disclosed in the Council’s
accounts. Costs are allocated on the basis of actual or estimated time spent by staff,
headcount or by activity analysis. Administrative buildings are allocated to users on the
basis of area occupied.

CONTINGENCIES

Where a material contingency has not been provided for in the accounts, it will have been
disclosed by way of a note to the relevant statement.

DEFERRED CHARGES

Deferred charges arise from expenditure which may properly be deferred, but which does
not result in, or remain matched with, assets controlled by the authority.
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FINANCIAL LIABILITIES

Financial Liabilities are initially measured at fair value and carried at their amortised cost.
Annual charges to the Income and Expenditure Account for interest payable are based on
the carrying amount of the liability, multiplied by the effective rate of interest for the
instrument. For the borrowing the Council has, this means that the amount presented in
the Balance Sheet is the outstanding principal repayable and interest charged to the
Income and Expenditure Account is the amount payable for the year in the loan
agreement.

FINANCIAL ASSETS

The Council’s financial assets (investments) are classified into three types:
e Loans and receivables - assets that have fixed or determinable payments but which
are not quoted in an active market;
e Available for sale assets — assets that have a quoted market price and/or do not
have fixed or determinable payments;
e Fair value through profit and loss instruments — assets that are held for trading.

Loans and Receivables

Loans and receivables are initially measured at fair value and carried at their amortised
cost. Fair value at initial recognition for this class of investments was determined by
reference to the 1-year LIBID rate as at 31 March 2008. Annual credits to the Income and
Expenditure Account for interest receivable are based on the carrying amount of the asset
multiplied by the effective rate of interest for the instrument. 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 and interest credited to the Income and Expenditure
Account is the amount receivable for the year in the loan agreement.

The Council has made a small number of loans to eligible employees at less than market
rates (soft loans). These loans were either to fund the purchase of private vehicles, to be
used in connection with employment, or for public transport season tickets. In 2007/08 the
value of these loans was less than £40,000; this has been considered to be immaterial and
the calculation of the present value of interest foregone, required by the SORP, has not
been undertaken.

Available-for-sale Assets

Available-for-sale assets are initially measured and carried at fair value. Fair value at initial
recognition for this class of investments was determined by reference to the market price
as at 31 March 2008. Where the asset has fixed or determinable payments, annual credits
to the Income and Expenditure Account for interest receivable are based on the amortised
cost of the asset multiplied by the effective rate of interest for the instrument. Where there
are no fixed or determinable payments, income (e.g. dividends) is credited to the Income
and Expenditure Account when it becomes receivable by the Council.

Assets are maintained in the Balance Sheet at fair 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;
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* 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
gain/loss is recognised in the Statement of Total Recognised Gains and Losses (STRGL).
The exception is where impairment losses have been incurred — these are debited to the
Income and Expenditure Account, along with any net gain/loss for the asset accumulated
in the Reserve. 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 Income and Expenditure Account.

Any gains and losses that arise on the de-recognition of the asset are credited/debited to
the Income and Expenditure Account, along with any accumulated gains/losses previously
recognised in the STRGL.

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

Fair Value through Profit and Loss Instruments
These instruments are those determined as being held for trading, i.e. where the asset is:

(1) acquired or incurred principally for the purpose of selling or repurchasing in the near
term;

or

(i) part of a portfolio of identified financial instruments that are managed together and
for which there is evidence of a recent actual pattern of short term profit taking;

or

(i)  aderivative.

Such instruments are recognised at fair value, with any gains or losses being posted to the
Income and Expenditure Account as they arise. Fair value at initial recognition for this
class of investments was determined by reference to the market value as at 31 March
2008.

FOREIGN CURRENCY TRANSLATION

Any transactions denominated in a foreign currency are translated into £ sterling either at
the exchange rate in operation on the date on which the transaction occurred, or, where
the rates do not fluctuate significantly, an average rate for a period is used as an
approximation.

GOVERNMENT GRANTS AND OTHER CONTRIBUTIONS
Revenue Grants and Other Contributions
Revenue grants are matched with the expenditure to which they relate. The Revenue

Support Grant and Redistributed National Non-Domestic Rates, which finance the general
activities of the Council are shown separately in the Income and Expenditure account.
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Capital Grants

Where the acquisition of a fixed asset is financed either wholly or in part by a Government
grant or other contribution, the amount of the grant or contribution is credited to the
Government Grants Deferred Account, and written off in the service revenue account over
the useful life of the asset, matching the depreciation charge made for it.

All government grants are accounted for on an accruals basis and only recognised in the
accounting statements when the conditions for their receipt have been complied with and
there is reasonable assurance that the grant will be received.

INTANGIBLE FIXED ASSETS

The SORP requires separate disclosure in the Balance Sheet of intangible and tangible
fixed assets, in accordance with Financial Reporting Standard 10 — Goodwill and
Intangible Assets. The definition of intangible fixed assets is ‘non-financial fixed assets
that do not have a physical substance but are identifiable and are controlled by the entity
(the Council) through custody or legal rights’. The balance is amortised to the relevant
service revenue account over the economic life of the investment to reflect the pattern of
consumption of benefits.

Recognition
Intangible fixed assets are capitalised as assets to be included in the balance sheet.

Measurement
Intangible fixed assets are capitalised at cost.

Amortisation
Intangible fixed assets are charged (amortised) to service revenue accounts over their
useful lives — 3-5 years for IT systems and software licences.

Impairment

Intangible fixed assets are reviewed for impairment at the end of the first full financial year
following purchase, or where a change in circumstances indicates that the carrying values
may not be recoverable.

Disposals

The income from any disposal of intangible fixed assets will be credited to Usable Capital
Receipts, and accounted for on an accruals basis. Upon disposal, the net book value of
the asset disposed of is written off against the Capital Adjustment Account.

Basis of Charges to Revenue
The charges made to service revenue accounts, trading accounts and central support
services equate to a provision for amortisation, and any related impairment cost, where
appropriate. The charge to the General Fund, and the Housing Revenue Account where
determined by statutory provision, has no net effect on the amount charged to Council
Taxpayers or Council Tenants.

PENSION COSTS
In accordance with the SORP, the Council has recognised fully in its accounts the

requirements of Financial Reporting Standard 17 — Retirement Benefits. This includes
recognition of the net liability and a matching pensions reserve in the balance sheet
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and entries in the Income and Expenditure Account for movements in the liability relating
to the Council’'s defined benefit scheme. The accounting entries do not affect the sum
chargeable to Council Taxpayers or Council Tenants, as the difference between the
employer’s contribution paid to the Kent County Council Superannuation Scheme and the
assessed actuarial cost charged to the Income and Expenditure Account is reversed out.

The objectives of FRS 17 are to ensure that:

(@) financial statements reflect at fair value the assets and liabilities arising from
an employer’s retirement benefit obligations and any related funding;

b) the operating costs of providing retirement benefits to employees are
recognised in the accounting period(s) in which the benefits are earned by
the employees, and the related finance costs and any other changes in value
of the assets and liabilities are recognised in the accounting periods in which
they arise; and

C) the financial statements contain adequate disclosure of the cost of providing
retirement benefits and the related gains, losses, assets and liabilities.

Scheme liabilities have been calculated by reference to the latest formal actuarial valuation
as at 31 March 2007, which has been rolled forward and updated for changes in financial
assumptions to arrive at an estimated position as at 31 March 2008.

POST BALANCE SHEET EVENTS

Any material post balance sheet event, which provides additional evidence relating to
conditions existing at the balance sheet date, or indicates that the application of the going
concern concept to a material part of the authority is not appropriate, will result in changes
to the relevant amounts included in the accounts. The occurrence of a similar event
concerning conditions which did not exist at balance sheet date, up to the date when the
Statement of Accounts are authorised for issue, will be disclosed as a note to the
accounts, incorporating the nature of the event and if possible an estimate of the financial
effect.

PROVISIONS

General Provisions

Provisions are made for any liabilities or losses which are likely to be incurred, or certain to
be incurred, but where there is uncertainty as to the amounts or the dates on which they
will arise. All contributions to provisions are charged initially to the appropriate service, and
utilised only for the purpose for which they were established.

Provisions for Uncollectable Amounts

Provision is made for bad and doubtful debts and for successful appeals against valuation
banding on Council Tax.
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RESEARCH AND DEVELOPMENT

Expenditure on research and development is treated as part of the continuing operations
of the authority and is charged to the Income and Expenditure Account as it occurs.

RESERVES

The Council maintains earmarked reserves set aside for specific policy purposes and
general reserves which represent balances set aside for purposes such as contingencies
and cash flow management. Expenditure financed from these reserves is shown against
the appropriate services. The movements relating to reserves are shown in Notes 20-22 to
the Balance Sheet.

STOCKS AND WORK IN PROGRESS

Stocks and work in progress are valued in accordance with the requirements of the SORP
and Statement of Standard Accounting Practice 9, which require these to be shown at the
lower of actual cost or net realisable value.

TANGIBLE FIXED ASSETS

Recognition

Most expenditure on the acquisition, creation or enhancement of fixed assets has been
capitalised on an accruals basis. However, where expenditure has been incurred on a
scheme which was incomplete as at 31 March 2008 it has been shown as Assets Under
Construction in the balance sheet.

Measurement

Operational land and properties and other operational assets have been included in the
balance sheet at the lower of net current replacement cost or net realisable value in
existing use, except for infrastructure assets and community assets which have been
included in the balance sheet at historical cost, net of depreciation (where appropriate).
Non-operational assets, including investment properties and assets that are surplus to
requirements, have been included in the balance sheet at the lower of net current
replacement cost or net realisable value. In the case of investment properties this is open
market value.

Revaluations

All assets were valued on 1 April 1994, and since that date all have been re-valued, except
those based on historical cost, as part of the annual revaluation of 20% of the Council’s
assets. In addition to the 20% rolling programme, all Housing Revenue Account dwellings
are re-valued, by reference to industry indices, when this is considered necessary by the
Council’'s Valuer. Housing Revenue Account dwellings shown in the Council’s financial
statements are valued on the ‘Existing Use — Social Housing’ basis. This is 45% of the
market value of the dwellings; this reduction reflects the continuing use of these assets,
and the fact that they cannot be readily disposed of on the open market because of their
tenure.
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Impairment

The values of each category of assets and of material individual assets that are not being
depreciated are reviewed at the end of each financial year for evidence of reductions in
value. Where impairment is identified as part of this review, or as a result of revaluation,
this is accounted for by:

e where attributable to the clear consumption of economic benefits the loss is
charged to the relevant service revenue account;

e In all other cases it is written off against any revaluation gains attributable to the
relevant asset in the Revaluation Reserve with any excess charged to the relevant
service revenue account.

In accordance with the 2007 SORP, capital expenditure that does not enhance an asset
has been treated as an impairment and charged to the relevant service account. This entry
is subsequently reversed out to the Capital Adjustment Account and has no effect on
General Fund or HRA balances. Where an impairment loss is charged to the Income and
Expenditure account but there were accumulated revaluation gains in the Revaluation
Reserve for that asset, an amount up to the value of the loss is transferred from the
Revaluation Reserve to the Capital Adjustment Account.

Disposals

The income from any disposal of fixed assets has been credited to the usable capital
receipts reserve, and accounted for on an accruals basis. Upon disposal, the net book
value of the asset disposed of is written off against the Capital Adjustment Account. Gains
or losses on disposal (i.e. the capital receipt netted off against the carrying value of the
asset at the time of disposal) are reflected on the Income and Expenditure Account.

Depreciation

Assets with a finite useful life are depreciated over that life, in accordance with the
requirements of Financial Reporting Standard 15 ‘Tangible Fixed Assets’. The depreciation
charged to the General Fund and the Housing Revenue Account has no net effect on the
amount charged to Council Taxpayers or Council Tenants.

Government Grants

Capital grants are accounted for on an accruals basis and income has been credited to the
Government Grants Deferred Account. Amounts are released from the Government
Grants Deferred Account to offset any provision for depreciation charged to the revenue
account in respect of assets to which the grant relates.

VALUE ADDED TAX

VAT has been included in the income and expenditure accounts, whether of a capital or
revenue nature, only to the extent that it is irrecoverable.
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Income and Expenditure Account

2007/08
Gross
Expenditure

£,000

6,768
18,437
1,909
18,936

Central services to the public

Cultural, environmental and planning services
Highw ays, roads & transport services

Local authority housing (HRA)

Other housing services 20,321
Corporate and democratic core 2,164
Non distributed costs 567

2007/08
Gross
Income

£,000

(5,861)
(7,890)
(791)
(20,040)
(18,631)
(6)

(720)

2007/08
Net
Expenditure

£,000

907
10,547
1,118

(1,104)
1,690
2,158

(153)

2006/07
Net
Ex penditure

£,000

867
10,037
1,222

(1,363)
1,603
2,292

(529)

Net Cost of Services Note 1 69,102
(Gain) or loss on the disposal of fixed assets
Parish council precepts

(Surpluses)/deficits on trading
undertakings not included in the
Net Cost of Services

Interest payable and similar charges
Contribution of housing capital
receipts into Government pool

Investment losses

Interest and investment income
Pensions interest cost and
expected return on pensions

Note 13
Net Operating Expenditure

Demand on the Collection Fund

General government grants

Non-domestic rates redistribution

Deficit for the year

27

(53,939)

15,163

(380)
636

14,129

(576)

15,977

(5,487)
(1,027)
6,119)

14,780

(5,154)
(1,152)
(5,855)

3,344

2,619




Statement of Movement on the General Fund Balance

2007/08 2006/07

£,000 £,000

Deficit for the year on the Income and Expenditure
Account

Net additional amount required by statute and non-
statutory proper practices to be debited or credited to the (2,454) (2,444)
General Fund Balance for the year

3,344 2,619

(Increase)/Decrease in General Fund Balance for the year 890 175

General Fund Balance Brought Forw ard (2,393) (2,568)

General Fund Balance Carried Forw ard (1,503) (2,393)

Amount of General Fund Balance generally available for (1,503) (2,393)
new expenditure
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Reconciliation for the Statement of Movement on the General Fund Balance

2007/08 2006/07
£,000 £.,000 £,000 £,000

Amounts Included In the Income and
Expenditure Account but required by
statute to be excluded when determing the
Movement on the General Fund Balance for
the year

Amortisation of intangible assets (457)

Depreciation and impairment of fixed

assets (2,404)

Government Grants Deferred amortisation 381

Write downs of deferred charges to be (522)
financed from capital resources

Net (losses) gains on sale of fixed assets 380

Net charges made for retirement benefits in n'gi (2,490)

accordance with FRS17 13

(5,112) (3,990)
Amounts not included in the Income and
Expenditure Account but required by
statute to be included when determing the
Movement on the General Fund Balance for
the year

Minimum revenue provision for capital

financing

Capital expenditure charged in-year to

revenue

Transfer from Usable Capital Receipts to

meet pay ments to the Housing Capital (1,455)
Receipts Pool

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

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

Housing Revenue Account Balance
Voluntary revenue provision for capital

financing

Net transfer to or from earmarked reserves

906 652

Net additional amount required to be
credited to the General Fund Balance for (2,454) (2,444)
the year
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Statement of Total Recognised Gains and Losses

2007/08
£,000

Income & Expenditure Account Surplus/(Deficit) (3,344)

(Loss)/gain arising on revaluation of fixed assets 6,454
Surplus/(Deficit) arising on revaluation of available for sale 5
financial assets

Actuarial gain/(loss) on pension assets and liabilities
Movement in earmarked reserves not reflected in I&E account

Change in the Collection Fund Balance

2006/07
£,000

(2,619)
24,287

0

Total recognised gains and losses
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Balance Sheet

Fixed Assets
Intangible Fixed Assets
Tangible Fixed Assets:
Operational Assets
Non-Operational Assets
Assets under Construction

Total Fixed Assets

Long Term Investments
Long Term Debtors
Mortgages
Other

Total Long Term Assets
Current Assets

Stocks and Work in Progress
Debtors

Temporary Invest ments
Cash and Bank

Total Current Assets
Current Liabilities

Short Term Borrowing
Creditors
Cash Overdrawn

Total Current Liabilities
Net Current Assets

Long Term Liabilities
Pensions Liability
Government Grants Deferred Account

Total Net Assets

Financed by:
M ajor Repairs Reserve
Revaluation Reserve
Capital Adjustment Account
Usable Capital Receipts Reserve
Deferred Capital Receipts
Available-for-sale Financial Instruments Reserve
Earmarked Reserves
Pensions Reserve

Revenue Balances :
General Fund
Housing Revenue Account
Collection Fund

Total Net Worth
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Note 9
Note 6

Page 62

Note 11

Note 12
Note 13
Note 14
Note 15
Note 20
Note 21
Note 22

Note 19
Page 63
Page 70

31.03.08
£,000

1,478
312,920

46,082
2,118

31.03.07
£,000

1,393
304,204

47,268
1,760

362,598

8,283

207
37

354,625

3,022

255
34

371,125

20
7,929
25,588
6

357,936

33,543

(8,301)
(12,050)
(140)

0
(11,381)
(268)

(20,491)

13,052

(26,370)
(11,838)

(11,649)

20,252

(30,370)
(9,480)

(38,208)

(39,850)

345,969

338,338

0
(6,448)
(343,153)
(6,769)
(207)

)
(5,423)
26,370

(1,503)
(5,474)
(3,360)

(1,876)

0
(343,987)
(7,558)
(255)

0

(5,678)
30,370

(2,393)
(4,090)
(2,871)

345,969)

(338,338)




Cash Flow Statement

Revenue Activities
Cash outflows
Cash paid to and on behalf of Employ ees
Other Operating Cash Pay ments
Benefits paid out
National Non-Domestic Rate payments
to the National Pool
Precepts paid
Pay ments to the Capital Receipts Pool

Cash Inflows
Council Tax Income
National Non-Domestic Rate payments

from the National Pool
National Non-Domestic Rate receipts

from the National Pool

Revenue Support Grant
Government Grants for Benefits
Other Government Grants
Charges for Goods and Services
Rents (after rebates)

Other

Revenue Activities Net Cash Flow

Returns on Investment & Servicing of Finance
Cash outflows

Interest paid
Cash inflows

Interest received

Capital Activities
Cash outflows
Acquisition of Fixed Assets

Deferred Charges
Capital Cash Payments-The Bridge

Cash inflow s
Sale of Assets
Government Capital Grants
Mortgages
Capital Cash Receipts-The Bridge

Capital Activities Net Cash Flow

Net Cash Outflow before Financing

M anagement of Liquid Resources
Net Increase/Decrease in Short-Term Deposits

Change in Externally Managed Funds

Financing
Short-Term Loans Raised
Short-Term Loans Repaid

Long Term Investment

(Increase) / Decrease in Cash

(40,345)
(6,119)

(73,312)
1,027)
23,639)
(2,241)
9,015)
8,732)

2007/08
£,000

(8,793)

@,104)
(1,991)
(48)

173,223

15,552)

21,695

(239,620)
231,320

5000

129)

£,000

(8,300)
5000

2006/07
£,000 £,000

(37,608)
(5,855)

(68,154)
(1,152)
(20,067)
(2,098)
(8,214)
(8,110)
(7,535)

158,793

(1,849)
(1,046)
115)
(21,403)

24,413

£,000

10,191

6,480
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INCOME AND EXPENDITURE ACCOUNT NOTES

1. Service Expenditure Analysis

The Best Value Accounting Code of Practice encourages disclosure of expenditure and
income within the Income and Expenditure Account, which is set out in this note; this aids
comparison with other local authorities providing the same range of services.

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

Gross Exp Income  Net Exp Net Exp
£,000 £,000 £,000 £,000

Central Services to the Public
Conducting Elections 130 (8) 122 37
Emergency Planning 68 0 68 81
Local Land Charges 117 (205) (88) (128)
Local Tax Collection Costs 6,301 (5,647) 654 730
Registration of Electors 153 (2) 151 147
Cultural, Environmental & Planning Services
Building Control 540 (342) 198 234
Cemetery, Crematorium & Mortuary Services 429 (165) 264 227
Community Development 548 0 548 551
Community Safety 529 (59) 470 479
Culture & Heritage 338 (38) 300 240
Development Control 1,277 (581) 696 776
Economic Development 1,057 (518) 539 491
Environmental Health 1,116 (192) 924 1,078
Environmental Initiatives 294 (119) 175 196
Flood Defence & Land Drainage 200 (19) 181 191
Open Spaces 1,218 (351) 867 652
Planning Policy 499 (61) 438 391
Recreation & Sport Notes 5&6 2,973 (1,761) 1,212 979
Street Cleansing (Non Highway) 1,123 (45) 1,078 1,036
The Orchard Theatre Note 4 3,911 (3,018) 893 885
Tourism 3 0 3
Waste Collection 2,382 (621) 1,761
Highways, Roads & Transport Services
Highways/Roads Structural 0 0 0
Highw ays/Roads Routine 0
Parking Services
Public Transport
Street Lighting 0 0
Traffic Management & Road Safety 0 0
Transport Planning, Policy & Strategy 0 80 43
Housing Services
Homelessness (376) 306 267
Housing Advances (2) 2) 3)
Housing Benefits Administration (347) 346 345
Housing Benefits Payments (17,857) 226 128
Housing Revenue Account Services (20,040) (1,204) (1,363)
Housing Strategy 0 204 221
Other Council Property (35) 51 7
Private Sector Housing Renewal (13) 559 637
Corporate & Democratic Core
Corporate Management Note 7 (5) 967 990
Democratic Representation & Management Note 9 1) 1,191 1,302
Non Distributed Costs
Non Distributed Costs Note 10 (720) (153) (529)

Net Cost of Services (53,939) 15,163 14,129




2. Building Control Trading Accounts

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

Non Fee

Fee Total Total Total Total

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

£,000 £,000 £,000 £,000

Employees 220 160 380 393
Supplies & Services 4 3 7 20
Transport 12 8 20 25
Other Costs 7 7 14 10
Net Central/Support Charges/Recharges 72 47 119 130

Gross Expenditure

Building Control Fees

Gross Income

Deficit (Surplus)

3. Trading Services — Markets

The Council operates two markets in Dartford town centre. The Thursday market is held in
the Priory Centre car park and the Saturday market is held in the High Street. The financial
results were as follows:

2007/08 2006/07
£,000 £,000

Income from stallholders (304) (312)
Expenditure 302 299

(Surplus) taken to Genera Fund (2) (13)

These figures are included under Economic Development in note 1 above.
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4. Trading Services - The Orchard Theatre

The Council operates the Orchard Theatre, whose financial results were as follows:

2007/08 2006/07
£,000 £,000

Income from the box office (2,439) (2,450)
Other income (579) (649)

Total income (3,018) (3,099)

Direct expenditure 3,508 3,628

Net direct costs

Depreciation
Support services

Deficit taken to General Fund

5. Trading Services - Acacia Hall

The Council took full financial responsibility for Acacia Hall, the former GlaxoSmithKline
Sports and Social facility in July 2006. These figures are included under Recreation and
Sport in note 1 above.

2007/08 2006/07
£,000 £,000

Income (1,337) (960)
Direct expenditure 1,462 1,180

Net direct costs 125 220

Management 63 53
Depreciation

One-off costs 0 16
Support services 64 43

Deficit taken to General Fund

35



6. Trading Services - Princes Park

The community development incorporating football stadium, training pitch, conference
facilities and bar opened in November 2006. These figures are included under Recreation
and Sport in note 1 above.

2007/08 2006/07
£,000 £,000

Income (531) (233)
Direct expenditure 709 313

Net direct costs 178 80

Management 63 54
Capital charges 0
One-off costs 0 51
Support services 70 42

Deficit taken to General Fund

7. Corporate Management

These activities provide the infrastructure which allows services to be provided, whether by
the Authority or not, and the information required for public accountability.

8. Housing Revenue Account (HRA)

This is the Council’'s landlord/tenant account. For a fuller analysis of the financial position of
the Housing Revenue Account please refer to the Housing Revenue Account Statement on
page 63.

9. Democratic Representation and Management

This includes all aspects of Members’ activities including corporate, programme and service
policy making, general governance and representing local interests.

10. Non Distributed Costs

In accordance with CIPFA guidelines on accounting for central services as stated in the Best
Value Accounting Code of Practice, non distributed costs are shown separately in the Income
and Expenditure Account. These include both non operational assets and retirement costs
funded directly by the Council.

Non operational assets held by the Council which do not meet operational objectives and any
related costs or income cannot be included under service expenditure analysed in the Income
and Expenditure Account. The Council has significant non-operational assets, the main ones
being:
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Land :
North Dartford (55 hectares)
Stone Lodge (32 hectares)

Freehold interest in land and buildings:
Enterprise House
The Manor Gatehouse
The Orchards Shopping Centre — land only
Crown Buildings
Dartford Judo Club
Swanscombe Town Council Offices and Community Hall

2007/08 2006/07
£,000 £,000
Past Service Costs - Pension FRS17 100 0

Non Operational Assets (253) (529)
(153) (529)

11. Publicity

Under the requirements of Section 5 (1) of the Local Government Act 1986, the Council’s
spending on publicity was as follows:

2007/08 2006/07
£,000 £,000

Recruitment Advertising 25 74
Communications (Public Relations) 67 54
Other Publicity 34 19

126 147
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12. Financial Instruments Gains and Losses

The gains and losses recognised in the Income and Expenditure Account are made up as
follows:

Interest Interest & Interest Interest &

Payable & Investment Cat fE ial Inst ¢ Payable & Investment
Similar Income ategory of Hnancial Instrumen Similar Income

Charges Charges
2006/07 2006/07 2007/08 2007/08
£,000 £,000 £,000 £,000

456 Loans and Receivables 887
Available for Sale Financial Assets 209
Unquoted Equity Investments at Cost 0

Fair Value Through Profit and Loss Financial Assets

Other Items

Financial Liabilities at Amortised Cost
Total

Available for Sale Financial Assets generated £209,000 of interest income shown in the
Income and Expenditure Account. Unrealised gains/losses of £2,000 in respect of these
assets are shown in the Statement of Total Recognised Gains and Losses.

There were no impairment losses or gains/losses on de-recognition of any financial
instruments during the year.

13. Pension Costs

As part of the terms and conditions of its employees, the Council offers retirement benefits.
Although these benefits will not actually be payable until employees retire, the Council has a
commitment to make the payments, which are disclosable at the time the employees earn
their future entitlement.

The Council participates in the Local Government Pension Scheme administered by Kent
County Council. This is a defined benefit statutory scheme whereby the Authority and
employees pay contributions into a Fund, calculated at a level estimated to balance the
pensions liabilities with investment assets.

The Council recognises the cost of retirement benefits in the Net Cost of Services when they
are earned by employees, rather than when the benefits are eventually paid as pensions.
However, the charge made against council tax and housing rents is based on the cash
payable in the year, so the real cost of retirement benefits is shown on an adjustment in the
Movement on General Fund Balance. The following transactions have been made during the
year.
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2007/08 2007/08 2006/07
£,000 £,000 £,000

Net Cost of Services
Current Service Cost (1,670) (1,910)
Past Service Costs (100) 0
Curtailments and Settlements 0 0

Statement of Movement on General Fund Balance

Interest Cost (4,620) (4,260)

Expected Return on Assets in the Scheme 3,900 3,480
(2,690)

Amounts to be met from Government Grants and
Local Taxation

Enhanced Early Retirement

Unfunded Pensions

Movement on Pensions Reserve

Actual amount charged against Council Tax and
housing rents for Pensions in the year

Employer's Contributions Payable to the Scheme (2,299) (2,110)

Note 17 to the Balance Sheet, contains details of the assumptions made in estimating the
figures included in this note.

Further information can be found in Kent County Council’s Pension Fund’'s Annual Report
which is available upon request from:

Investment Section
Sessions House
Kent County Council
County Hall
Maidstone

Kent ME14 1XQ

14. Minimum Revenue Provision

Both at 31 March 2008 and 31 March 2007, the Council had no long term external debt and
accordingly no Minimum Revenue Provision was required in either 2006/07 or 2007/08.
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15. Employee Remuneration

The total number of employees whose emoluments fell within the following ranges was:

2007/08 2007/08 2007/08 2006/07
Total In Year Other Total
£ £ No. Leavers Changes No.

50,000 - 59,999 1 1
60,000 - 69,999
70,000 - 79,999
80,000 - 89,999
90,000 - 99,999
100,000 - 109,999
110,000 - 120,000

Total

Remuneration includes all sums paid to or receivable by an employee (whether or not
received during the financial year), and sums due by way of expenses allowance chargeable
to income tax and the money value of any other benefits received other than in cash. Pension
contributions payable by either employee or employer are excluded.

The benefits provided to the Council’s staff are in line with similar packages available to
employees of other local authorities. Posts that were vacated or filled during the year have
also been included. Pay is determined under local agreements.

16. Members’ Allowances

In 2007/08 the Council’'s expenditure for Members’ allowances, including independent
members, was £334,643. For 2006/07 this was £322,412. These figures are included under
Democratic Representation and Management in note 1 above.

17. Transactions with Related Parties

Details of related party transactions with central government departments and other bodies
are included in the Income and Expenditure Account, its notes and the cash flow statement.

Members and Senior Officers (Officers who report to the Council) have been asked to
declare whether they, or any member of their close family, have had any significant interest in
any company or voluntary organisation that had any financial dealing with the Council during
the 2007-2008 financial year. A significant interest would include transactions exceeding
£10,000 in total or a major share holding in a company where the share holding exceeds 25%
of the total shares.

The only declaration required is in relation to Councillor Allen. Councillor Allen is a member of

the Cabinet and Chairman of Dartford Age Concern. The council gave a grant of £11,500 to
Dartford Age Concern in 2007/8.
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18. Disclosure of Audit Costs

In 2007/08 the Council incurred the following fees relating to external audit and inspection : -

2007/08 2006/07
£,000 £,000

Fees payable to Baker Tilly UK Audit LLP for external
audit services 88 85

Fees payable to the Audit Commission for Statutory Inspection 7 5

Fees payable to Baker Tilly UK Audit LLP for the certification 35 35
of grant claims

Total

These figures are included under Democratic Representation and Management and the
Housing Revenue Account Services in note 1 above.

19. General Power of Well Being

This power contained within the Local Government Act 2000 replaces Section 137 of the
Local Government Act 1972, other than section 5(3) as amended by Section 36 of the Local
Government and Housing Act 1989. It enables a local authority, subject to various conditions
and limits, to do anything that they consider is likely to achieve any one or more of the
following: the promotion or improvement of the economic, social or environmental well-being
of their area. The power may be exercised in relation to the whole or any part of the local
authority area or for any persons resident or present in the local authority area. In 2007/08
the following grants were made under these powers.

2006/07 2007/08
£,000 £,000

Grants - Local Voluntary Bodies 85 86

The Council made other grants in both years under other specific powers including £100,000
to the Citizen Advice Bureau and £54,000 to the North West Kent Council for Voluntary
Service.
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BALANCE SHEET NOTES

1. Intangible Assets

Licences,

Purchased Trademarks

Software and Artistic
Licences Originals Patents
£,000 £,000 £,000

Original Cost 2,080 0 0

Amortisations to 1 April 2007 (687) 0 0

Balance at 1 April 2007 1,393

Expenditure in Year 542
Amortisations in Year (457)

Balance at 31 March 2007 1,478

2. Fixed Assets

The non-operational assets, council dwellings and other land and buildings were valued as
at 1 April 1994 by the Council’s Project Director, Mr D.E. Fletcher B.Sc., FRICS, in
accordance with the Statement of Asset Valuation Practice and Guidance Notes of the
Royal Institution of Chartered Surveyors. The five year rolling programme of revaluations
recommenced on 1 April 2000. Other assets were valued in accordance with the CIPFA
Code of Practice on Local Authority Accounting. The policy on the revaluation of fixed
assets is shown on page 25.

31.3.07 2007/08 31.3.08

Balance Balance
Sheet Adjust.to Additions Disposals Depreciation Impairment Sheet
Valuation Valuation in Year in Year in Year in Year Vauation
£,000 £,000 £,000 £,000 £,000 £,000 £,000

Intangible Assets 1,393 0 542 0 (457) 1,478

Fixed Assets
Operational Assets
Council Dweéllings 253,333 (1,960) (2,986) 260,063

Land and Buildings 36,850 9) (803) 37,037

Land and Buildings - HRA 7,948 0 (168) 8,086
Community Assets 2,209 (243) 0 2,157
Infrastructure Assets 1,723 0 (104) 3,126
Vehicles, Plant

& Equipment 2,136 0 (527) 2,451
Sub Tota 304,199 (2,212) (4,588) 312,920

Non-operational Assets
General 47,272 (1,512) (128) 46,082
Sub Tota 47,272 (1,512) (128) 46,082

Grand Total 352,864 (3,724) (5,173) 360,480

42



The following are the main assets included in the balance sheet:

Operational Assets Number
Council Dwellings:
Bedsits 16
Houses 2,168
Flats/Maisonettes 1,398
Bungalows 130
Sheltered Units 649
4,361
Other Land and Buildings:
Civic Centre 1
The Orchard Theatre 1
Multi Storey Car Park 1
Public Conveniences 4
Community Centres 4
Community Assets
Central Park 1
Playgrounds 12

Non-Operational Assets

The Council has significant non-operational assets, the main ones being:
Land

The Bridge (North Dartford - 55 hectares)

Stone Lodge (32 hectares)

A freehold interest in the following land and buildings:
Enterprise House

The Manor Gatehouse

The Orchards Shopping Centre — land only

Crown Buildings

Dartford Judo Club Building

Swanscombe Town Council Offices and Community Hall

The disposal of Community Assets shown in the table on page 42 reflects the de-
recognition in the Council’s accounts of 6.03 hectares of land belonging to Charitable
Trusts. See Note 25 for more information regarding the Charitable Trusts.

The Council has entered into an agreement with ProLogis to develop 76 hectares of land
at North Dartford (known as The Bridge). The asset was re-valued as at 31 March 2005 at
£30 million. During 2007/08 4 hectares were sold, bringing the total land sold to 21
hectares. The sales have reduced the asset value proportionately to £25.01 million as at
31 March 2008.

The Council depreciates additions to Fixed Assets in the financial year following the year
of acquisition. The depreciation methods and useful lives used in the preparation of the
accounts have been as follows:-
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Category

Council Dwellings

Operational Buildings
Operational Buildings - HRA
Community Assets
Infrastructure Assets

Vehicles, Plant and Equipment:

IT Equipment
Vehicles and Other equipment

Non-Operational Buildings
Non-Operational Buildings - HRA

3. Capital Expenditure

Basis Useful Lives

Equivalent to Major Repairs Allowance Not applicable
Straight Line 5 to 60 years
Reducing Balance 2% - 3.5% per annum
Not applicable - all land

Straight Line 10-40 years

Reducing Balance 3 years (60:30:10)
Straight Line 310 10 years
Reducing Balance 1.5%-10% per annum
Reducing Balance 1.5%-10% per annum

During the year the Council spent £11.836 million on capital projects, the main ones being:

Council Dwellings
Recycling
Town Centre Environmental Improvements

Civic Centre
Princes Park

Refurbishment of Playgrounds
Darenth Sporting Connections

The capital expenditure was financed as follows:

Capital Investment

Operational Assets
Non-operational Assets
Intangible Assets

Non Enhancing Works

Work in Progress

Deferred Charges (Note 5)
Tangible Assets
Infrastruct ure

Community Assets

4. Capital Commitments

Sources of Finance

Capital Receipts (Note 13)
Government Grants (Note 13)
Major Repairs Reserve (Note 13)
Revenue Contribution-HRA page 64
Third Party Contributions (note 13)

As at 31 March 2008, the Council was contractually committed to capital expenditure
which amounted to approximately £1.98 million.
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5. Deferred Charges

Movements in Deferred Charges during the year were:

Balance as at 1 April 2007
Expenditure

Amounts Written Off to Capital
Adjustment Account

Balance as at 31 March 2008

6. Financial Instruments

The Investments and Borrowings disclosed in the Balance Sheet are made up of the
following:

Long Short Short
Term* Term* Term
31.3.07 31.3.07 Category of Financial Instrument 31.3.08
£,000 £,000 £,000

3,026 12,276 Loans and Receivables 9,198
0 Available for Sale Financial Assets 0
15,860 Fair Value Through Profit and Loss Financial Assets 16,390

28,136 Total Investments 25,588

0 Financial Liabilities at Amortised Cost 8,301

0 Total Borrowings 8,301

* These have been restated in line with SoRP 2007
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Movements in Long Term Investments during the year were as follows:

Loans & Available
Receivables for Sale Total
£,000 £,000 £,000

Carrying Value at 31 March 07 3,026 3,028
Acquisitions 4,199 8,253
Disposals (Cost) (3,004) (3,004)
Disposals (Amortised Premiums)

Amortisation of Premiums
Revaluation Adjustments
Carrying Value at 31 March 08

Cost at 31 March 08

Cumulative Amortisation of Premiums at 31 March 08
Provision for Revaluation of Bonds at 31 March 08
Carrying Value at 31 March 08

Movements in Current (Temporary) Investments during the year were as follows:

Loans & Fair Value
Receivables through P&L Total
£,000 £,000 £,000

Carrying Value at 31 March 07 12,276 15,860 28,136
Acquisitions 280,379 15,960 296,339
Revaluations 0 531 531
Disposals (Cost) (283,457) (15,961) (299,418)
Carrying Value at 31 March 08 9,198 16,390 25,588

Movements in Temporary Borrowing during the year were as follows:

Carrying Value at 31 March 07 0

Acquisitions (239,621)

Disposals (Cost) 231,320
Carrying Value at 31 March 08 (8,301)

Fair Value of Assets and Liabilities Carried at Amortised Cost

Fair value is the amount for which an asset could be exchanged, or a liability settled,
between knowledgeable, willing parties in an arm's length transaction.
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The fair value of loans and receivables with maturities beyond a year has been calculated
at £4.200m as at the 31 March 2008, this compares with the carrying value of £4.199m as
at 31 March 2008. The fair value is higher than the carrying amount because the Council’s
portfolio of investments includes a number of fixed rate loans where the interest receivable
is higher than the rates available for similar loans at the balance sheet date.

Nature and Extent of Risks Arising from Financial Instruments

Risk management in this area is carried out under policies approved by the Council in the
annual Treasury Management Strategy. The Council has adopted the CIPFA treasury
management code of practice and has set treasury management indicators to control key
financial instrument risks in accordance with CIPFA Prudential Code.

Credit Risk

The following analysis attempts to quantify the Council's potential maximum exposure to
credit risk:

Credit Rating

Supranational bonds

Externally managed pooled funds
Investec Sterling Cash Plus Fund
Investec Target Return Fund
Standard Life Sterling Liquidity Fund

Term Deposits:

Banks

Building Societies

Moody's/Standard
& Poor's

AAA / Aaa

Fitch Long Term
Issuer Default or
Moody's equivalent

AAA [ Aaa
AA+/ Aal
AA /[ Aa2

AA-/ Aa3
A+ /Al

AA-/ Aa3
A+ [ Al
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5 years

Dartford BC's
individual
counterparty
limits

£7.5m/ 5 years
£7.5m/ 5 years
£5.0m/ 3 years
£5.0m/ 3 years
£3.0m/ 1year

£5.0m/ 3 years
£3.0m/ 1year

Principal Sum
Invested as at
31 March 2008

£,000

4,000

12,823
3,567
0

16,390

Principal Sum
Invested as at
31 March 2008
£,000

0

0

1,000

8,500

1,500

11,000

0
2,000

2,000




The Annual Investment Policy for 2007/08 approved by the Council at its meeting of 26
February 2007 set the criteria determining the counterparties it regards as suitable for
investment purposes. This Policy also set investment limits as tabled above. Due to
current market conditions the Council has reduced its credit risk for all new investments by
only investing in the highest rated instruments (minimum rating AA-). Term deposits with
institutions with a lower rating than AA- will be held to maturity but not renewed.

All of the above long-term ratings are "investment grade" ratings. The Council has no
historical experience of default in relation to its investment counterparties and does not
expect any losses from non-performance by any of its counterparties in relation to bonds
and deposits.

Credit rating change does not have an effect on term deposits unless the institution
becomes un-creditworthy and default. Deposits are not made with banks and financial
institutions unless they are rated independently with a minimum rating score of AA-. The
Council also has an approved lending list detailing counterparties and limits both in
duration and amount that can be lent to each institution, which is summarise in the above
tables.

Liquidity Risk

As the Council has ready access to borrowings from the Public Works loan Board (PWLB),
there is no significant risk that it will be unable to raise funds to meet its commitments.
Instead the risk is that the Council will have to re-invest a significant proportion of its
investments at a time of unfavourable interest rates. The Council's strategy is to separate
strategic investments from those used for day to day cash flow purposes thus ensuring
adequate liquidity on a day to day basis. In addition the maturity of the Council's strategic
investments are staggered to minimise any potential risk.

Market Risk (interest rates/prices/exchange rates)

The Council has a policy of holding all investments to maturity and is therefore insulated
from temporary changes in the prices of those investments.

The Council has no financial instruments denominated in foreign currencies and thus has
no exposure to loss arising from movements in exchange rates.

If interest rates had been 1% higher or lower this would have resulted in £370,000

increased or decreased interest income, this analysis assumes that all investments could
have been invested at the higher/lower rate for the full year.
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7. Long Term Debtors

Balance Balance
as at New Amounts as at
31.03.07 Advances Repaid 31.03.08
£,000 £,000 £,000 £,000

Mortgages

Outstanding Loans on Council Houses 255 (48) 207

255 (48)

Other

Works in Detault
Car Loans to Employees

8. Assets Under Construction

The value of the work on assets in the course of construction/enhancement as at 31st
March 2008 totalled £2,117,697. The equivalent figure for 2006/07 was £1,759,641. The
individual projects’ values were as follows:

Clayw ood Lane Caravan Site - Mains Drainage and other works
Former Fantaseas site

Swanscombe, The Grove (Structural Survey and Refurb design)
Stone Lodge Bowls

Refurbishment of Playgrounds
Darenth Valley Path

Acacia Hall

Town Centre Heritage Scheme

49



9. Debtors

Gross amount owing at year end

Government Departments
Other Public Bodies
Council Tax

Business Rates

Interest

Other

Less Provision for Bad Debts analysed below

Provision for Bad Debts

Bad Debts - General Fund

Bad Debts - Housing Revenue Account

Bad Debts - Collection Fund - Council Tax
Bad Debts - Collection Fund - Business Rates

Balance
as at
31.03.07
£,000

444
731
1,851
542

31.3.08
£,000

5,082
616
2,729
915
61
2,285

11,688

(3,759)

7,929

Amounts Amounts

Written
Off
£,000

(43)
(11)
(243)
(295)

Written  Adjustments
On to Provisions
£,000 £,000

58
30
377
318

Balance
as at
31.03.08
£,000

459
750
1,985
565

3,568

(592)

783

3,759
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10. Creditors

Capital
Government Departments

Other Public Bodies
Council Tax
Business Rates
Rents

Other

Total

11. Government Grants Deferred

Where the acquisition of a fixed asset is financed either wholly or in part by a Government
grant or other contribution, the amount of the grant or contribution is credited to the Grants
and Contributions Deferred Account. The grant is then released over the useful life of the
asset, matching the depreciation charge made for that asset.

Balance brought forward as at 1 April 2007

Add Income received in 2007/08:

llab
Darent Valley Path
Town Centre Env. Improvements
Town Centre Heritage Scheme
Disabled Facilities Grant
Project Director
Claywood Lane
CLG Schemes
(2,739)
(12,219)

Less applied in the year 381

Balance carried forward as at 31 March 2008
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12. Revaluation Reserve

The 2007 SORP requires the establishment of a Revaluation Reserve with effect from 1
April 2007. The new reserve starts with a zero balance; the balance that was previously
held on the Fixed Asset Restatement Reserve (£305.3m) has been written off to the new
Capital Adjustment Account. The purpose of the reserve is to recognise movements in
valuation for each asset. These movements will usually arise due to revaluation,
depreciation or impairment losses. Generally, an individual asset cannot have a negative
balance on the reserve (for example, a downward revaluation for a particular asset will
only show in the reserve to the extent that that particular asset was in credit).

Balanceas at 1.04.07
Valuation Gains during the year (note 2)
Impairments

Less: additional depreciation arising as a result of revaluation

Balance as at 31.03.08

13. Capital Adjustment Account

This is a new reserve, effectively replacing both the Fixed Asset Restatement Reserve and
the Capital Financing Account. The opening balance represents the combined totals of
these two superseded reserves. The purpose of the reserve is to demonstrate the surplus
or deficit the authority has when comparing the financing of capital expenditure to the
consumption of resources.

£,000
Balance as at 1.04.07 (343,987)

2007/08 Capital Financing;

- Capital Receipts (note 14) (3,485)
- Government Grants (2,660)
- Major Repairs Reserve (4,862)
- Revenue Contribution (750)
- Third Party Contributions (79)

Transfer to Govemment Grants Deferred (381)

Adjustment for additional depreciation arising from revaluation (6)
Less

- Write down of Deferred Charges (note 5) 522
- Transfer to Government Grants Deferred Account 2,739
- Depreciation (General Fund) 1,508
- Depreciation (Housing Revenue Account) 3,208
- Amortisation of Intangible Fixed Assets 457
- Disposal of fixed assets 3,725
- Impairments 898

Balance as at 31.03.08 (343,153)
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14. Usable Capital Receipts Reserve

The usable capital receipts reserve represents the capital receipts available to finance
capital expenditure in future years.

£,000

Balance as at 1.04.07 (7,558)
Capital Receipts 2007/08 (4,151)

Less
Capital Receipts Used for Financing (Note 13)

Contribution made to the Housing Capital Receipts Pool

4,940

Balance as at 31.03.08 (6,769)

15. Deferred Capital Receipts

Deferred capital receipts are amounts, derived from sales of assets, which will be received
in instalments over agreed periods of time. They arise from sums left outstanding on sales
of Council houses, which form part of mortgages under long term debtors (see Note 7).

Balance Balance
as at New Amounts as at
31.03.07 Advances Repaid 31.03.08

£,000 £,000 £,000 £,000

Outstanding Loans on Council Houses 255 0 (48) 207

16. Contingent Liabilities

The Council entered into a guarantee for £5.1 million in respect of a loan by Midland Bank
(now part of HSBC) to a company to develop a leisure facility (Fantaseas) on Council
owned land. The company went into receivership during 1992 and the Council has taken
possession of the site. HSBC are seeking to enforce the guarantee, but the Council is of
the opinion that it has no liability in this matter. If the Council were to be found liable, then
it would be required to pay £5.1 million plus interest.
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17. Disclosure of Net Pensions Liability

Note 13 to the Income and Expenditure Account contains details of the Council’s
participation in the Government Pension Scheme administered by Kent County Council.

At 31 March 2008, the following overall assets and liabilities for retirement benefits
attributed to the Council were:

31.03.08 31.03.07
£,000 £,000

Present Value of Funded Liabilities 73,670 83,700
Present Value of Unfunded Liabilities 2,370 2,450

Estimated assets in scheme (49,670) (55,780)

Net liability 26,370 30,370

The liabilities show the underlying commitments that the Council has over the long term to
pay retirement benefits. Although the total liability of over £26m is substantial, the Council
still has net assets on its balance sheet of over £300m. The deficit on the scheme will
reduce as contributions are increased over the remaining working life of employees, as
assessed by the scheme actuary.

Scheme liabilities have been calculated by reference to the latest formal actuarial valuation
as at 31 March 2007, which has been rolled forward and updated for changes in financial
assumptions to arrive at an estimated position as at 31 March 2008. The Council is able
to identify its share of assets and liabilities on a reasonable and consistent basis.

Scheme liabilities have been assessed on an actuarial basis using the projected unit
method, an estimate of pensions that will be payable in future years dependent on
assumptions about mortality rates, salary levels etc. These liabilities have been assessed
by Hymans Robertson, an independent firm of qualified actuaries. The accrued pension
figures are post-commutation. The actuary has assumed that 50% of members of the
scheme will opt to exchange part of their pension for additional tax-free cash at retirement;
in 2006/07 the assumed rate was 25%.

The main assumptions used in their calculations are:

31.03.08 31.03.07
Rate of inflation 3.6% 3.2%
Rate of increase in salaries 5.1% 4.7%

Rate of increase in pensions 3.6% 3.2%

Rate for discounting scheme liabilities 6.9% 5.4%
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The accounts are prepared in accordance with CIPFA guidance - the Code of Practice on
Local Authority Accounting in the United Kingdom 2007 — A Statement of Recommended
Practice (the SORP). In assessing liabilities for retirement benefits as at 31 March 2008
for the 2007/08 Statement of Accounts, a rate based on the current rate of return on a high
quality corporate bond of equivalent currency and term to scheme liabilities was used.
The actuary has advised that the rate of 3.2% real (6.9% actual) was appropriate.

The estimated split of investments by category is shown in percentage terms below with
the expected long term rate of return for each asset class.

31.03.08 31.03.07 Expected Long  Expected Long

Term Return Term Return
at 31.03.08 at 31.03.07

Equity investments

Bonds
Property

Cash

Total

18. Analysis of Net Assets Employed

31.03.08 31.03.07
£,000 £,000

General Fund 83,811 83,412
Housing Revenue Account 262,158 254,926

Total Net Assets 345,969 338,338
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19. Movement of Revenue Balances

Housing
General Revenue Collection
Fund Account Fund
£,000 £,000 £,000

Balance as at 1.04.07 (2,393) (4,090) (2,871)
Net (Surplus)/Deficit 890 (1,384) (489)

Balance as at 31.03.08 (1,503) (5,474) (3,360)

The General Fund balance acts as a working balance to meet cash flow requirements or
unexpected items and similarly the balance on the Housing Revenue Account acts as a
working balance for the future costs of council houses. The surplus on the Collection Fund
is the Council’s element of the balance on the Collection Fund.

20. Details of Movements in Reserves
The Council keeps a number of reserves in the Balance Sheet. Some are required to be

held for statutory reasons, some are needed to comply with proper accounting practice,
and others have been set up voluntarily to earmark resources for future spending plans.
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Reserve

Usable Capital
Receipts

Major Repairs
Reserve

Government
Grants Deferred
Account

Deferred Capital
Receipts

Earmarked
Reserves

Pensions Reserve

Capital
Adjustment
Account

Revaluation
Reserve

Available-for-sale
Financial
Instruments
Reserve

Balance Net
1 April Movement
2008 In Year
£,000 £,000

(6,769) 789

(2,358)

(5,423)

26,370 (4,000)

(343,153)

(6,448) (6,448)

Balance
1 April
2007
£,000

(7,558)

(9,480)

(5,678)

(343,987)

(347,470) (9,006)

(338,464)
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Purpose of Reserve

Proceeds of fixed asset
sales available to meet
future capital investment

Resources available to meet
capital investment in council
housing

The amount of government
grants received that has not
been credited to the | & Eto
offset the depreciation
charge for the asset

Resources derived from the
sale of assets e.g. council
houses which will be
received in instalments over
agreed periods of time

Various as detailed in the
following note

Balancing account to allow
inclusion of Pensions
Liability in the Balance Sheet

Account showing the assets
cummulative depreciation
and impairment of fixed
assets, as well as the
resources set aside to
finance capital expenditure

This account show s the
cumulative gains on fixed
assets arsing from increases
in value

This reserve contains
financial instruments, that
are not required by the
SORP to be classified in any
other category e.g
investments traded in an
active market

Futher Details
of Movement

Balance
Sheet Note
14

HRA
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page 66

Balance
Sheet Note
11

Balance
Sheet Note
15

Balance
Sheet Note
21

Balance
Sheet Note
22

Balance
Sheet Note
13

Balance
Sheet Note
12

Balance
Sheet Note
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Reserve

Identified
Initiatives

Special
Reserve

Third Party
Contribution
Reserve

The Orchard
Special

Acacia Hall
Reserve

Structural
Changes and
Partnering
Reserve

Default and
Exceptional
Loss Reserve

Feasibility &
Service
Provision

Minor
Insurance
Liabilities

ADC Offices

Museum
Donation Box

The Orchard
Theatre
Reserve

Highways
Reserve

Total

Balance
1 April
2008
£,000

(1,820)

(2,000)

(68)

Net
Movement
In Year
£,000

257

21. Movement of Earmarked Reserves

Balance
31 March
2007
£,000

(2,077)

(2,000)

(68)

Purpose of Reserve

Reserve set aside to meet expenditure of a non-recurring policy
nature

Reserve set aside to meet any potential future liabilities

Reserve set aside in respect of 3rd party contributions received to
fund specific revenue and capital expenditure

Reserve acts as a safety net for the operation of the theatre

Reserve was established to assist in meeting operating costs
arising from the Council taking ownership of land and buildings
previously owned by GlaxoSmithKline on 1 July 2005

Reserve is held to facilitate long term efficiences

Reserve is intended for i) any possible default where the Council
leases facilities to the private sector, ii) for any exceptional losses
where trading accounts need to adopt a commercial approach, iii)
for any exceptional changes to VAT liability or reductions in
income, iv) temporary funding to establish new initiatives

Reserve provides funding for initiatives which may lead to the
provision of ongoing services or a one-off capital scheme

Reserve is held for small claims which are not suitable for
settlement from the Council's mainstream insurance policy

Reserve was set up to assist the Association of District Councils to
purchase new offices and this was achieved by Debenture Stock

Reserve is set aside to meet one-off expenditure for the Dartford
Museum

Reserve was set aside for major internal repairs or other works and
expenses related to the theatre

Reserve is intended for potential works funded by Dartford Borough
Council since the Highways Partnership ended on 31 March 2005

58



22. Movement in Pensions Reserve

£'000

Balance as at 1.04.07 30,370
Current service costs 1,670
Past Service Costs 100
Interest Cost 4,620
Contributions Unfunded Schemes (158)
Actuarial Gain (4,033) See note below
Payments to Scheme (2,299)
Expected Return on Assets (3,900)

Balance as at 31.03.08 26,370

Analysis of Actuarial Gain/(Loss)

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

2007/08 2006/07 2005/06 2004/05 2003/04

£,000 % £,000 % £,000 % £,000 % £,000 %
Difference betw een
Actual and Expected
Return on Scheme
Assets (6,857) (12.29) (360) (0.65) 8,220 1568 (1,615) 3.93) (5,110) @3.89)

Experience Gains and
Losses arising on
Scheme Liabilities (1,220) (1.42) ) ) 3,905 5.3

Changes in the

Demographic and

Financial Assumptions

made to estimate

Liabilities 12,110 14.06 ) (9,430) (10.84) 10,324 1396

Actuarial Gain (Loss) 4,033 (1,185) 12,614 (5,091)

23. Post Balance Sheet Events

The Statements of Accounts were approved and authorised for issue on 29 September
2008 by the Audit Board, and this is the date to which events after the Balance Sheet date
have been considered for inclusion in the financial statements.
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24. Companies

The Council is a shareholder in the Bridge Estate Management Company Limited. To date
the company’s activities have been very limited and are not considered material, nor would
they aid the understanding of the financial standing of the Council. In view of this, Group
Accounts have not been prepared for 2007/08.

The company’s activity is expected to increase as The Bridge development continues to
expand; this will be monitored, and it may be that the preparation of Group Accounts will
be required in future years to reflect the Council’s involvement in the Company.

25. Charities
The Council is sole trustee of two charitable trusts — the Kidd Legacy and Hesketh Park.

The Kidd Legacy land was bequeathed to the Council on 28 September 1903. The deed of
gift prescribes that the land be “appropriated and used in perpetuity as a public recreation

ground and for no other purpose whatsoever”. Its assets (land and a cash investment) are
valued at £351,000.

The Hesketh park land was bequeathed to the Council on 30 March 1904. The
conveyance prescribes that the land be used “for the purpose of a public recreation ground
for the inhabitants of Dartford and not for any other purpose”. Its assets (land and
buildings) are valued at £307,000.

During 2007/08 the land and buildings pertaining to these charitable trusts were removed
from the Council’'s corporate register of fixed assets (Balance Sheet Note 2 refers).

The Charity Commission has approved a scheme for part of Hesketh Park and the Council
is awaiting formal approval for the Kidd Legacy scheme.

Separate trust accounts have not been prepared for the charities in respect of the 2007/08
financial year; these will be compiled from 2008/09 onwards.
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Cash Flow Statement
1. Reconciliation of Net Surplus/Deficit on Income
& Expenditure Account to Net Cash Flow from Revenue Activities

(Surplus)/D eficit for the year
Income & Expenditure Account
Collection Fund

Non-Cash Transactions
Non-cash amounts requiring exclusion from the
Income & Expenditure Account (see Statement
of the Movement on the General Fund Balance)
Depreciation MRR
Depreciation non dwelling assets
Net contributions (to)/from provisions & reserves

Items on an accrual basis
Increase/(Decrease) in Stock
Increase/(D ecrease) in D ebtors
(Increase)/Decrease in Creditors

Items classified elsewhere on the cash flow statement
Servicing of Finance

Net cash (inflow)/outflow from revenue activities

2007/08
£,000

3,344

(489)

2,855

(2,454)

(2,986)
(223)

(783)

(6,446)

(3,292)

2006/07
£000

2,619

(284)

2,335

(2,290)

(2,949)
(182)

(879)

(6,300)

(3,239)
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2. Movement in Cash

As at As at As at As at
31.03.08 31.03.07 Movement 31.03.07 31.03.06 Movement
£,000 £,000 £,000 £,000 £,000 £,000
Cash with Officers 6 5 (1) 5 4 1)
Cash (Overdrawn) in Hand (140) (268) (128) (268) (632) (364)
Net Cash Flow (134) (263) (129) (263) (628) (365)
3. Movement in Other Current Assets
(Including Capital Creditors) As at As at As at As at
31.03.08 31.03.07 Movement 31.03.07 31.03.06 Movement
£,000 £,000 £,000 £,000 £,000 £,000
Debtors 11,725 7,365 4,360 7,365 11,460 (4,095)
Creditors (12,050) (11,381) (669) (11,381) (13,884) 2,503
Stocks and Work in Progress 20 22 2) 22 16 6
Net movement in other current assets (305) (3,994) 3,689 (3,994) (2,408) (1,586)

4. Liquid Resources

The Liquid Resources of the Council are the items shown as Temporary Investments and Cash in Hand

on the Balance Sheet.

5. Reconciliation of Financing and M anagement of Liquid Resources

Asat Movement Non Cash As at
31.03.08 in Cash Adjustments 31.03.07
£,000 £,000 £,000 £,000
Loans and Receivables (9,198) (3,264) 186 (12,276)
Fair Value through Profit & Loss
Financial Assets (16,390) (1) 531 (15,860)
(25,588) (3,265) 717 (28,136)
6. Analysis of Other Government Grants

2007/08 2006/07
£,000 £,000
Housing Benefits 653 585
Fraud 0 21
Other Housing 56 32
Surestart 539 692
Children Centres 239 281
Crime & Disorder Reduction Partnership 174 90
Positive Futures 55 50
Planning Delivery Grant 216 249
Smoke Free Legislation 39 8
Contaminated Land 1 1
Electoral Administration Act 2006 8 11
Recycling 82 78
Concessionary Fares 48 0
Employment and Support Allowance 23 0

Modernising of Housing Benefit and Council
Tax Benefit Data Administration 13 0
Local Housing Allow ance Implementation 95 0
2,241 2,098
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HOUSING REVENUE ACCOUNT

Housing Revenue Account Income and Expenditure Account
2007/08

£,000
Income

Dw elling rents (gross) Note 1 (15,435)
Non-dw elling rents (612)
Charges for services and facilities (580)
Supporting People (404)
Major Repairs Allow ance (2,986)
Minor Capital Receipts (6)
Government Grant Deferred 17)

2006/07
£,000

(14,466)
(583)
(370)
(376)

(2,949)
0
0

Total Income (20,040)

Expenditure
Planned repairs 915
General repairs 2,396
General management 2,709
Special management 731
Housing services for the elderly 707
Miscellaneous - Rents, rates etc. 17
Negative Subsidy 7,249
Depreciation /transfer to Major Repair Reserve 2,986
Impairment - charge for non-enhancing works 585
Provision for bad debts 30
Depreciation of non dw elling assets 223
Transfer to General Fund - Rent Rebate Subsidy Limitation- Note 9 249

(18,744)

0
98
182
93

Total Expenditure 18,797

17,218

Cost of HRA Services per Authority I&E Account (1,243)

Gain on sale of HRA fixed assets (121)
HRA services share of Corporate and Democratic Core 139

(1,526)

(791)
162

Cost of HRA Services (1,225)

Interest receivable (342)
Pensions interest cost and expected return on pensions assets 118

(2,155)

(249)
118

Surplus for the year on HRA Services (1,449)
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Statement of Movement on the HRA Balance

2007/08 2006/07
£,000 £,000

Surplus or Deficit for the year on the HRA Income and (1,449) (2,286)
Expenditure account

Net additional amount required by statute to be debited
or (credited) to the HRA Balance for the year

(Increase) or decrease in the Housing Revenue Account Balance (1,384) (1,765)

Housing Revenue Account surplus brought forward (4,090) (2,325)

Housing Revenue Account surplus carried forward (5,474) (4,090)

Note to the Statement of Movement on the HRA Balance

2007/08 2006/07
£,000 £,000

ltems included in the HRA | & E Account but excluded from the
movement on the HRA balance for the year

Gain or loss on sale of HRA Fixed Assets

Net charges for retirement benefits in accordance with FRS 17
Impairments: non-enhancing w orks

Government Grant Deferred

Items not included in the HRA | & E Account but included in the
movement on the HRA balance for the year

Transfer to/(from) Major Repairs Reserve
Capital expenditure funded by the HRA
Employer's contributions payable to the Pension Fund and

retirement benefits payable direct to pensioners

Net additional amount required by statute to be debited or credited
to the HRA balance for the year
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HOUSING REVENUE ACCOUNT NOTES

1. Rent Income and Arrears

Total rent income from houses due in the year was:

2007/08 2006/07
£,000 £,000

Direct from tenants 6,402 6,232

From housing benefit 9,033 8,234

15,435 14,466

Average rents for the year were £66.64 per 52 week rent year, an increase of 5.01% over
the previous year. Gross rent arrears at the end of the year were 4.19% of rent income due
(4.45% in 2006/07). The amounts were as follows:

2007/08 2006/07
£,000 £,000

Arrears at 31 March 646 644
Less Provision for Bad Debts 477) (470)

169 174

The Provision for Bad Debts (including rent rebate overpayments) was as follows:

2007/08 2006/07
£,000 £,000

Provision Brought Forward 731 696
Write offs during year (11) (63)
Change in provision 30 98

Provision Carried Forward 750 731

Provision Analysed as follows: -
Former Tenants' Arrears
Current Tenants' Arrears

Total Provision - Rent Arrears
Rent Rebate Overpayments/Other
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2. Government Grants

Under the Local Government and Housing Act 1989, Government grant, in the form of the
Housing Revenue Account subsidy, is payable to housing authorities. The amount payable
by the Government is based on a notional revenue account, with any deficit on that account
being the subsidy due. If the notional account is in surplus (as is the case for Dartford) the
sum is payable to the Government. Rent rebates are accounted for in the General Fund of
the Council and therefore do not appear in the notional Housing Revenue Account.

Notional Housing Revenue Account 2007/08 2006/07
£,000 £,000

Income
Rents (14,518) (13,847)
Interest Receivable (59) (62)

(14,577)
Expenditure
Management and Maintenance
Rent Constraint Allow ance

7,122 6,930
Negative Subsidy (7,455) (6,979)

Less: Major Repairs Allowance 2,986 2,949
Adjustment for Previous Years 206 0

Net Negative Subsidy Payable to Government (4,263) (4,030)

3. Major Repairs Reserve

The Council is required to maintain separate records of the Major Repairs Reserve, as
shown below.

2007/08 2006/07
£,000 £,000

Balance brought forw ard (1,876) (2,372)
Contribution to the Reserve

M ajor Repairs Allow ance (2,986) (2,949)
Interest 0 (88)

Payments from the Reserve
Capital Expenditure 3,533

Non-Dw elling Depreciation 182
Transfer from Capital Adjustment Account (182)

Balance carried forw ard (1,876)
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4. Housing Stock

The stock was made up as follows:

31.03.08 31.03.07

Bedsits 16 16
Houses 2,168 2,180
Flat s/Maisonettes 1,398 1,404

Bungalows 130 130
Sheltered Units 649 649

4,361 4,379

18 properties were sold during the year compared to 20 in 2006/2007. The sales comprised
of 12 houses and 6 flats. The numbers above exclude 1 shared ownership property and 5
“Rent-to-mortgage” properties, but include 2 non-HRA properties.

5. Capital Receipts

The total capital receipts arising from the sale of Housing Revenue Account assets were:

2007/08 2006/07
£,000 £,000

Dwellings 2,014 2,269
Repay ment of Mortgage Capital 47 115
Land 63 10

2,124 2,394

6. Fixed Assets in the Housing Revenue Account

31.03.07 31.03.08
Balance Adjust.to Additions Disposals Depreciation Impairment Balance
Sheet Valuation in Year in Year in Year in Year Sheet
Valuation Valuation
£,000 £,000 £,000 £,000 £,000 £,000 £,000

Non-operational

Assets

Operational Assets:

Dwellings 253,333 (1,960) (2,986)

Garages, other land
and buildings 7,948 (168)

Other Tangible
Assets 220 0 55)

261,501 (1,960) (3,209)
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The impairment of £585,000 shown in the table represents the value of capital works
undertaken to the Council’s housing stock, which were deemed not to increase its value.

7. Vacant Possession Value of Dwellings in the Housing Revenue Account

The difference between the vacant possession value and the balance sheet value of the
dwellings represents the economic cost to the Council of providing social housing at rents
lower than those in the open market.

31.03.08 31.03.07
£,000 £,000

Open Market Value 564,710 567,022

Balance Sheet Value (260,063) (253,333)

Economic Cost 304,647 313,689

8. Capital Expenditure

The total capital expenditure on dwellings, land and other properties within the Housing
Revenue Account:

2007/08 2006/07
£,000 £,000

Work in Progress 0] 0
Non-enhancing Works 1,008
Additions to Fixed Assets 2,539

3,547

Funded by:

Capital Receipts 0
Contribution from Major Repairs Reserve 3,533
Government Grant 14
Revenue Contribution 0

9. Rent Rebate Subsidy Limitation

Following the transfer of rent rebates to the General Fund, the Housing Revenue Account is
required, to reinstate the losses now incurred by the General Fund as a result of the
continuing impact of historic rent increases. This will persist until rent restructuring is
complete. The charge in respect of 2007/08 was £249,369, compared with £93,000 in
2006/07.
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10. Contribution to Pensions Reserve

The Council recognises the cost of retirement benefits in the Net Cost of Services when
they are earned by employees, rather than when the benefits are eventually paid as
pensions. However, the charge made against housing rents is based on the cash payable
in the year, so an adjustment is made in the Statement of Movement in the HRA Balance.

2007/08 2006/07
£,000 £,000

Cash paid to Pension Fund in Year 374 320

Current Service Costs charged to Net Cost
of Services

Contribution to Pensions Reserve
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Collection Fund

Income

Income from Business Ratepayers

Income from Council Tax
Gross Charge
Less Benefits

Transfers from General Fund
Council Tax Benefits

Total Income

Expenditure

Precepts and Demands

Kent County Council

Kent Police Authority

Kent Fire & Rescue

Dartford Borough Council

Dartford Borough Council - Parishes

Provision for Uncollectable Amounts (Council Tax)

Business Rates
Contribution to National Pool
Allowable Cost of Collection

Total Expenditure

(Surplus) / Deficit for year

Balance Brought Forward (Surplus)

Balance Carried Forw ard (Surplus)

2007/08
£,000 £,000

(70,882)

(44,616)
4,746

(39,870)

(4,746)

(115,498)

Note 5

115,009

(489)

(2,871)

(3,360)
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2006/07
£,000 £,000

(63,575)

(41,844)

4,408

(37,436)

(4,408)

(105,419)

105,135

(284)

(2,587)

2,871)




COLLECTION FUND NOTES

1. General

This account represents the statutory requirement for billing authorities to maintain a
separate Collection Fund. The account has been prepared on the accruals basis.

2. Income from Business Ratepayers

Under the arrangements for uniform business rates, the Council collects non-domestic
rates for its area which are based on local rateable values multiplied by a uniform rate. The
total amount, less certain reliefs and other reductions, is paid to a central pool (the
National Non-Domestic Rate (NNDR) pool) managed by central government, which in turn
pays back to the authority’s General Fund their share of the pool, which is based on a
standard amount per head of resident population. For Dartford this amounted to £6.1
million in 2007/08 (£5.9 million in 2006/07).

The total non-domestic rateable value as at 31 March 2008 was £177.2 million (£176.1
million as at 31 March 2007). The national nhon-domestic multiplier for the year was 44.4p
(43.3p in 2006/07).

3. Council Tax Base

Council tax income derives from charges raised according to the value of residential
properties, which have been classified into 8 valuation bands estimating 1 April 1991
values for this specific purpose. Individual charges are calculated by estimating the
amount of income required to be taken from the Collection Fund by Kent County Council,
the Kent Police Authority, the Kent Fire and Rescue Service, Parish Councils and Dartford
Borough Council for the year 2007/08 and dividing this by the council tax base. The total
number of properties in each band is adjusted by a proportion to convert the number to a
Band D equivalent (the Council Tax Base), adjusted for collection costs and anticipated
changes during the year for successful appeals against valuation banding, new properties,
demolitions, disabled relief and exempt properties. The Council Tax Base for 2007/08 is
32,874 (for 2006/07 it was 32,434). The basic amount of £ 1,293.26 council tax for a Band
D property for 2007/08 (for 2006/07 £1,232.91) is multiplied by the proportion specified for
the particular band to give an individual amount due.

Council tax bills were based on the following proportions for Bands A to H of the Band D
charge:

Band Range of property values Ratio
A £40,000 or less 0.67
B £40,001 to £52,000 0.78
C £52,001 to £68,000 0.89
D £68,001 to £88,000 1.00
E £88,001 to £120,000 1.22
F £120,001 to £160,000 1.44
G £160,001 to £320,000 1.67
H More than £320,000 2.00
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4. Precepts and Demands on the Collection Fund

2007/08 2007/08
£,000 £,000

Kent County Council
Precept 31,697
Surplus from previous years 440

Kent Police Authority
Precept 4,016
Surplus from previous years 56

Kent Fire & Rescue
Precept
Surplus from previous years

Dartford Borough Council
Precept
Surplus from previous years

Parish and Town Councils
Bean

Darenth

Longfield and New Barn
Southfleet

Stone

Sutton-at-Hone and Haw ley
Swanscombe and Greenhithe
Wilmington
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2006/07 2006/07

£,000

29,798
352

3,774
45

£,000




5. Provision for Uncollectable Amounts

2007/08 2007/08 2006/07 2006/07
£,000 £,000 £,000 £,000

Balance Brought Forward 2,392 2,125

Additional provision for uncollectable
amounts for Council Tax

Additional provision for uncollectable
amounts for Business Rates

Less written off - Council Tax
Less written off - Business Rates

Balance Carried Forward
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A GLOSSARY OF LOCAL AUTHORITY FINANCE

For the purposes of compiling the Statement of Accounts the following definitions have
been adopted:

Accruals
The concept that income and expenditure are recognised as they are earned or incurred,
not as money is received or paid.

Acquired Operations
Income and expenditure directly related to acquired operations shown separately on the
face of the Consolidated Revenue Account.

Balance Sheet

This statement is fundamental to the understanding of an authority’s financial position at
the year end. It shows the balances and reserves at an authority’s disposal and its long-
term indebtedness, and the fixed and net current assets employed in its operations,
together with summarised information on the fixed assets held.

Balances

The capital or revenue reserves of an authority are made up of the accumulated surplus of
income over expenditure on the General Fund and the Housing Revenue Account.
Revenue balances may be utilised to provide for unforeseen circumstances or to ensure
that payments can be made pending the receipt of income, and may be used to reduce the
Council Tax levy.

Budget
The Council's aims and policies set out in financial terms, against which performance is
measured. Both capital and revenue budgets are prepared.

Capital Expenditure
Expenditure either on the acquisition of a fixed asset, or expenditure on an existing fixed
asset which adds to, rather than merely maintaining its value.

Capital Receipts
The proceeds of the sale of capital assets.

CIPFA

The Chartered Institute of Public Finance and Accountancy is the accountancy body which
represents at national level the interests of local government and public service finance.
The Institute produces advice, codes of practice and guidance to local authorities on best
practice.

Code of Practice
This specifies the principles and practices of accounting required to prepare a Statement
of Accounts which “present fairly” the financial position and transactions of an authority.

Collection Fund

A statement that shows the transactions of the billing authority for non-domestic rates and
the Council Tax, and illustrates the way in which these have been distributed to preceptors
and the General Fund.
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Consistency
The concept that the accounting treatment of like items within an accounting period, and
from one period to the next, is the same.

Contingency
A condition which exists at the balance sheet date, the outcome of which depends on one
or more uncertain future events.

Corporate and Democratic Core
This incorporates the following sub-divisions, the activities of which can not be charged to
services under the Best Value Accounting Code of Practice:-
e Democratic Representation and Management costs — includes all aspects of
Members’ activities including corporate, programme and service policy making,
general governance and representing local interests.

e Corporate Management costs — concerns those activities which provide the
infrastructure which allows services to be provided, whether by the Authority or not,
and the information required for public accountability.

Creditors
Occur where the Council owes money at the year end to persons for goods and services
supplied in year.

Current Liabilities
Those amounts which will become payable or could be called upon within the next
accounting period e.g. creditors and cash overdrawn.

Debtors
Occur where money is due at the year end from persons for goods and services supplied
to them by the Council.

Deferred Charges
Deferred charges represent expenditure which may properly be deferred, but which does
not result in, or remain matched with, assets controlled by the authority.

Depreciation

The measure of the wearing out, consumption, or other reduction in the useful economic
life of a fixed asset, whether arising from use, passage of time or obsolescence through
technological or other changes.

Discontinued Operations
An operation is classified as discontinued if all the following conditions are met:

(a) the termination of the operation is completed either in the period or before the
earlier of three months after the commencement of the subsequent period and the
date on which the financial statements are approved,;

(b) the activities related to the operation have ceased permanently;

(c) the termination of the operation is material to the overall activity of the authority.
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Employee Costs
Pay and associated costs such as National Insurance and pension contributions.

Estimates
Same as budget.

Exceptional Iltems

Material items which derive from events or transactions that fall within the ordinary
activities of the authority and which need to be disclosed separately by virtue of their size
or incidence to give fair presentation of the accounts.

Extraordinary Items

Material items, possessing a high degree of abnormality, which derive from events or
transactions that fall outside the ordinary activities of the authority and which are therefore
expected not to recur frequently or regularly.

Fair Value

The fair value of a fixed asset is the price at which an asset could be exchanged in an
arm’s length transaction less, where applicable, any grants receivable towards the
purchase or use of the asset.

Fixed Assets
These can be either:

Tangible Fixed Assets

e Operational Assets - Tangible assets that yield benefits to the local authority and
the services it provides for a period of more than one year.

e Community Assets - Assets that the local authority intends to hold in perpetuity, that
have no determinable useful life, and that may have restrictions on their disposal.
Examples of community assets are parks and historic buildings.

e Infrastructure Assets - Fixed assets that are inalienable, expenditure on which is
recoverable only by continued use of the asset created. Examples of infrastructure
assets are highways and footpaths.

e Non-operational Assets - Fixed assets held by a local authority but not directly
occupied, used or consumed in the delivery of services. Examples of non-
operational assets are investment properties and assets that are surplus to
requirement, pending sale or redevelopment.

Intangible Fixed Assets
The definition of intangible fixed assets is ‘non-financial fixed assets that do not have a
physical substance but are identifiable and are controlled by the entity (the Council)

through custody or legal rights’. Assets falling under this definition in the Council’s
Accounts are IT systems and software licences.

FRS
Financial Reporting Standards as required within the SORP.

Fund
A major division of the Council’s accounts.
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General Fund
This is the main revenue account which summarises the cost of all services (except those
related to Council Housing) provided by the Council.

Going Concern

The concept that the authority will remain in operational existence for the foreseeable
future, in particular that the revenue accounts and balance sheet assume no intention to
curtail significantly the scale of operations.

Government Grants

Assistance by government and inter-government agencies and similar bodies, whether
local, national or international, in the form of cash or transfers of assets to an authority in
return for past or future compliance with certain conditions relating to the activities of the
authority.

Gross Expenditure
The total cost of providing services before deducting any income.

Housing Revenue Account

Reflects a statutory obligation to account separately for local authority housing provision. It
shows the major elements of housing revenue expenditure and how this is met by rents,
subsidy and other income.

Income
Monies received or due from rents, fees and charges for services, specific grants and
investment interest.

Income and Expenditure Account

A statement that reports the net cost for the for the year of all the functions for which the
authority is responsible, and demonstrates how that cost has been financed from general
government grants and income from taxpayers.

Investments

These are long-term investments which are intended to be held for use on a continuing
basis in the activities of the authority. Where investments do not meet this criterion they
have been classified as current assets.

Lease
These can be either:

¢ Finance lease - A lease that transfers substantially all of the risks and rewards of
ownership of a fixed asset to the lessee.
e Operating lease - A lease other than a finance lease.

Liabilities

Those amounts which will become payable by the Council in the short or long term.
Long-Term Contracts

A contract entered into for the design, manufacture or construction of a single substantial

asset or the provision of a service, where the time taken substantially to complete the
contract is such that the contract falls into different accounting periods.
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Matching

The concept that expenditure and income transactions, including accruals, are matched
with one another so far as their relationship can be established, or justifiably assumed, and
dealt with in the period to which they relate.

Materiality

The concept of materiality derives from the premise that financial statements often cannot
be precisely accurate but this need not detract from their ability to be fairly stated. Within
certain limits a tolerance is permitted in measurement and disclosure of financial statement
items and the concept of materiality determines the acceptability of the degree of this
tolerance.

Minimum Revenue Provision

The minimum revenue provision (MRP) is the minimum amount of debt which must be
charged to an authority’s revenue account each year and set aside as provision for credit
liabilities.

National Non-Domestic Rates

A national rate levied on businesses by the Government, collected by local authorities on
the Government’s behalf. The total proceeds are redistributed between local authorities in
proportion to their adult populations.

Net Book Value
The amount at which fixed assets are included in the balance sheet, i.e. their historical
cost or current value less the cumulative amounts provided for depreciation.

Net Expenditure
Gross expenditure for a service, less directly related income.

Net Realisable Value
The open market value of the asset in its existing use (or open market value in the case of
non-operational assets), less the expenses to be incurred in realising the asset.

Post Balance Sheet Event

The occurrence of a material event between the balance sheet date and the date the
accounts are authorised for issue, which might have a bearing on the financial results of
the organisation. In such cases the event should be reflected in the Statement of Accounts
as a note or amendment.

Precept

The amount of income collected in the Collection Fund on behalf of this Council, Kent
Police Authority, Kent Fire & Rescue Authority and the County Council, or the General
Fund for Parish and Town Councils.

Prior Year Adjustments

Those material adjustments applicable to prior years arising from changes in accounting
policies or from the correction of fundamental errors. They do not include normal recurring
corrections or adjustments of accounting estimates made in prior years.
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Provisions
Provisions are required for any liabilities or losses which are certain or likely to be incurred,
but where there is uncertainty as to the amounts or the dates on which they will arise.

Prudence

The concept that revenue is not anticipated but is recognised only when realised in the
form either of cash or of other assets, the ultimate cash realisation of which can be
assessed with reasonable certainty.

PWLB
Public Works Loans Board - a government body which lends money to local authorities for
a period of more than one year, often at preferential interest rates.

Rateable Value (RV)
The value, assessed by the Inland Revenue, on which business rates are payable.

Recharges
The transfer of costs from one account to another.

Related Party Transactions
The transfer of assets or liabilities or the performance of services by, to or for a related
party irrespective of whether a charge is made.

Reserves
Amounts set aside for purposes falling outside the definition of provisions made above are
considered as reserves.

Revenue Expenditure
The cost related to the day-to-day running of services.

Revenue Income
The income related to the day-to-day running of services.

Revenue Support Grant
A general grant paid by Central Government to local authorities to help them finance the
cost of their services.

Running Expenses
Regular revenue expenses other than employee costs.

SSAP’s
Statements of Standard Accounting Practice as recommended to local authorities.

SORP

The Statement of Recommended Practice (SORP) sets out the application of Statements
of Standard Accounting Practice (SSAP’s) and Financial Reporting Standards (FRS’s) to
local authorities in the United Kingdom.

Statement of Movement on the General Fund Balance

A statement that reconciles the Income and Expenditure account for the year with the
authority’s budget requirement; the latter is governed by statute and differs in certain key
respects from accounting conventions.
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Statements of Movement on the HRA Balance

A statement that reconciles the HRA Income and Expenditure account for the year with the
surplus or deficit for the year on the HRA Balance, calculated in accordance with the
requirements of the Local Government and Housing Act 1989.

Statement of Total Recognised Gains and Losses (STRGL).
A statement that brings together all gains and losses experienced by the Council, as
required by FRS 3 “Reporting Financial Performance”

Substance Over Form

The concept of substance over form requires that transactions and other events are
accounted for and represented in financial statements with regard to their economic
substance and financial reality rather than just their legal form.

Useful Life
The period over which the local authority expects to derive benefits from the use of a fixed
asset.

Work in Progress
The cost of work completed on an unfinished project at the year end.
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FURTHER INFORMATION
For Further Information

These accounting statements have been prepared for the benefit of all those interested in
the Borough’s activities, particularly Council Taxpayers and Business Ratepayers, and
other parties who are associated directly or indirectly with the Council.

Further details on the general activities of the Council can be obtained from:

Communications Manager,
Dartford Borough Council,
Civic Centre,

Home Gardens,

Dartford,

Kent DA1 1DR.
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