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Foreword and Review of the Financial Year

Introduction

The Key Accounting Standards and Statements

We have followed the Chartered Institute of Public Finance and
Accountancy’s Code of Practice on Local Authority Accounting in
the UK (the Code of Practice) in putting together our Statement
of Accounts for 2009/10. The accounts fairly reflect Lewes
District Council’s financial position for the financial year ended 31
March 2010. Our accounting policies are outlined in this
document and have been fairly and consistently applied. We
keep proper and up to date accounting records and take all
reasonable steps to prevent and detect fraud and other
irregularities.

The Director of Finance and Community Services is the statutory
officer responsible for the proper administration of the Council’s
financial affairs. He is required by law to confirm that the
Council's system of internal control can be relied on to produce
an accurate statement of accounts. His statement of assurance
for 2009/10 appears on page 62 of this document.

It is a requirement of the Code of Practice that the Council
prepares its accounts in a way which makes them easy to
compare with those of other local authorities and private sector
bodies. In some years, the accounting ‘rules’ that we must follow
change: in 2009/10 the most significant change is in the way that
Council Tax income is accounted for. The Statement of
Accounting Policies section of this document sets out all the
rules that we have followed in preparing our accounts and gives
a detailed explanation of this change.

An explanation of the purpose of the Core Financial Statements
follows:

Income and Expenditure Account

All local authorities are required to maintain an Income and
Expenditure Account. This records all of the spending and
income used in the day to day provision of all services including
Council housing and also includes any profit or loss from the use
and disposal of assets within the period. The account also
shows how much is received from council taxpayers and from
general government grants to help meet the cost of services.

Statement of Movement on the General Fund Balance

In order to reconcile the surplus or deficit for the year shown in
the Income and Expenditure Account with the statutory basis on
which local authorities are required to account for expenditure
financed by the council tax (through the General Fund) an
additional statement - the Statement of Movement on the
General Fund Balance (SMGFB) - is required.

This statement removes from the Income and Expenditure
Account those amounts (eg depreciation) which the law requires
to be excluded from the basis on which council tax is raised and
then adds in those amounts (eg capital expenditure financed
from revenue) which the law requires to be taken into account
when council tax is raised.

In effect the SMGFB provides a bridge between two different
accounting basis:

. UK GAAP - the accounting basis under which the Income
and Expenditure Account is prepared, and
. the Code of Practice — the statutory accounting basis and

non-statutory proper practices which local authorities are
required to follow when accounting for expenditure financed by
council tax.
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Foreword and Review of the Financial Year

Statement of Total Recognised Gains and Losses (STRGL)
This statement demonstrates how the movement in the net worth
of the Council as shown in the Balance Sheet, links to the
surplus or deficit in the Income and Expenditure Account and to
other gains and losses.

Balance Sheet

The Balance Sheet provides a snapshot of our financial position
as at 31 March 2010 and includes the General Fund and
Housing Revenue Account balances. |t sets out what we own,
what we owe and what is owed to us at that point in time.

Cash Flow Statement
This statement summarises the total cash movements during the
year for both capital and revenue purposes.

Supplementary Financial Statements

In addition to the Core Financial Statements we are legally
obliged to maintain the following financial statements separately
from our other funds and accounts.

Housing Revenue Account (HRA)

This account shows the transactions that have arisen because
we are a local housing authority. \ye are responsible for
collecting money from tenants who rent the houses and flats that
we own, and we use that money to manage, maintain and
improve those homes. We also have to pay Government a
‘negative’ amount of housing subsidy which means that part of
our tenants’ rent is paid into the national housing pot and used
elsewhere in the country. The transactions within this account
are included within the Income and Expenditure Account and
HRA balances are included within the Balance Sheet.

Collection Fund

This account shows the transactions that have arisen because
we are a billing authority. This means that we are responsible for
collecting non-domestic rates which we pay over to Government.
It also means that we are responsible for collecting council tax
which we pay over to the precepting authorities — the Police, the
Fire Authority, the County Council, and the Town and Parish
councils — as well as to ourself. The transactions within this
account are not included within the Income and Expenditure
Account because they do not relate to the day to day operational
services we deliver.

Review of 2009/10

This part of the Statement of Accounts provides a summary of
what happened in financial terms during the year.

The Council’'s expenditure and income is categorised as either
revenue or capital:

e Revenue expenditure and income represents the money we
spend or receive on a day to day basis in delivering operational
services, like refuse collection and recycling and parks and open
spaces. There is a clear separation between the General Fund
(which provides general services for the benefit of all of our
residents across the district and is financed from the council tax,
government grants and other income such as fees and charges)
and the Housing Revenue Account which provides council
housing services specifically for our tenants and which is
financed mainly by their rent.

Lewes District Council Statement of Accounts 2009/2010
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Foreword and Review of the Financial Year

e Capital expenditure is the money we spend on assets that
last for many years, like buildings and vehicles. We finance this
mainly from government and other grants, from the sale of our
assets, and from our own revenue resources. We also finance a
little by borrowing which we pay back from our income over
time, much as a private homeowner would repay a mortgage.

General Fund

Our Income and Expenditure Account is shown on page 19.

It records a surplus for the year of £1.102m. The Statement of
Movement on the General Fund Balance is shown on page 20. It
records a net additional amount to be debited to the General
Fund Balance for the year of £1.056m.

The net effect of these two amounts produces an overall
increase in the General Fund Balance for the year of £0.046m,
which increases the amount held to a total of £1.573m at 31
March 2010.

Another way of describing this movement is to say that the
General Fund Revenue Account (against which council tax is
raised) made a surplus of £0.046m and the Council has set this
aside for use in the future if it is needed.

Comparing actual spending to budget

Before comparing actual spending to budget, a reconciliation
between the formal Income and Expenditure Account and the
General Fund Revenue Account, which the Council keeps for
budget monitoring and reporting purposes, is required as follows:

General Fund (see next page) £000
Net revenue expenditure (line 14 column 3) 12,884
Less funding (line 18 column 3) (13,430)
Total Surplus for year (linel9 column 3) (546)
Additional amount added to reserves (page 6) 500
Net surplus for year (46)
Income and Expenditure Account surplus (page 19) (1,102)
Add additional amounts to be debited (page 20) 1,056
Net Surplus for year. (46)

The following table compares our actual net spending for
2009/10 with our original and revised budgets for the year.

The expenditure analysis by Lead Councillor Portfolio is
consistent with the format used when the Council determines its
budget each year (Budget books are published on the Council’s
website www.lewes.gov.uk ). It also shows how net expenditure
was financed. The table excludes the effect of technical
accounting adjustments needed to reflect the reduction in value
of land and buildings used in the delivery of services, as
assessed in a formal valuation exercise (see page 8 for more
details).

Lewes District Council Statement of Accounts 2009/2010
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Comparison of actual and budgeted General Fund net expenditure
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Services by Lead Councillor Portfolio

Business, Employment and Tourism

Community

Environment

Housing

Leader of the Council

Planning

Environment Agency Levy

Area Based & LABGI Grants

Contingency

Revised Estimate Review

Net Cost of Services

Transfer to (from) Pensions Reserve

Transfer to (from) Earmarked Reserves

Net Revenue Expenditure of Lewes District Council to be met
by Government Grants and Local Taxpayers

Total Demand on the Collection Fund Council Tax
Revenue Support Grant

Non-Domestic Rates redistribution

Total Funding

Deficit /(surplus) for year (14 - 18)

(1) (2) k) “A=03-02
2009/10 2009/10
2009/10 2009/10 Net Variance
Original Revised Actual against
Estimate Estimate Expenditure Revised
£'000 £'000 £000 £'000
(296) (238) (325) (87)
3,513 3,965 3,545 (420)
4,812 4,585 4,218 (367)
1,741 2,032 1,203 (829)
1,891 898 1,417 519
1,549 1,515 1,429 (86)
128 122 122 0
(23) (61) (95) (34)
50 21 0 (22)
(181) (80) 0 80
13,184 12,759 11,514 (1,245)
33 661 666 5
694 (35) 704 739
13,911 13,385 12,884 (501)
(7,106) (7,106) (7,106) -
(1,186) (1,186) (1,186) -
(5,138) (5,138) (5,138) -
(13,430) (13,430) (13,430) -
481 (45) (546) (501)
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Foreword and Review of the Financial Year

Explaining the differences
In February 2009 the Council set a net expenditure budget of
£13.911m to meet the Lewes District Council requirements for
delivering services in 2009/10. This represents the net cost of
providing our services after taking into account:

e £31.1m of income from specific government grants

e £4.8 m of income from fees & charges, rents & sales

e £0.4m of income from investments

The budget also assumed a net contribution of £0.694m into
earmarked reserves. The Council agreed to withdraw £0.481m
from its General Fund Balance in order to limit the increase in its
Council Tax for the year to 2.9%.

The original budget was revised down to £13.385m during the
course of the year to take account of a range of expenditure and
income changes. The principal changes were in respect of
higher levels of income from recycling and trade waste being
experienced in the year than originally forecast, (£0.199m), a
backdated VAT refund (£0.143m) and a forecast made by the
consultants employed by the Sussex Countywide Concessionary
Travel Scheme for a reduction of £0.122m in our share of the
cost of concessionary travel (the statutory free bus pass
scheme). After taking into account changes in the timing of
expenditure to be funded from reserves, the Council was able to
plan to use the significant overall decrease in budgeted net
spending plan by adding £0.046m to the General Fund Balance
over the course of the year rather than make a withdrawal.

The actual net expenditure for 2009/10 was £12.884m (on the
basis set out on page 4), £0.501m less than forecast in the
revised budget. (See line 19 in the table above).

The major variances between the revised budgets and the actual
results were as follows:

£000 £000

Increases in income:
_ LAA Performance Reward Grant 87

- Waste and recycling income 37

- Planning fees 25

- Estates and Newhaven Business Centre 23
_ Cemeteries 14 186
Reductions in income — investment returns (51)
Increased Expenditure — bad debt provision (25)
Reductions in service expenditure
_ Wwaste and recycling operational costs 109
_ car parking 34
_ Councillor allowances and election costs 40
. water charges 19 202
Reduction in net cost of Housing/Council tax benefit 124
Savings anticipated in revised budget included above (80)
Other net variations 22
Reductions in employee, office, IT and support costs
charged to services 178
Unspent revenue budgets carried forward to 2010/11 335
Unspent project budgets carried forward (to be funded from
earmarked reserves) 293
Reduction in the Net Cost of Services 1,184
Net increase in transfers to earmarked reserves (738)
Contingency Fund not required 21
Additional Area Based Grant received 34
Increase in General Fund Surplus for Year 501

Lewes District Council Statement of Accounts 2009/2010
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The increase shown previously has been used to supplement
reserves and the General Fund Balance as follows:

Total available for allocation 501
Used for additional contribution to Change Management and ., (500)
. £000

Capacity Reserve

Additional contribution to the General Fund Balance 1
Planned Contribution included in revised budget (see page 4) 45
General Fund Balance at 1 April 2009 1,526
Sub-total 1,572
Rounding adjustments within amounts shown above 1
Balance at 31 March 2010 1,573
Reserves

Budget holders requested that £0.335m of the reduction in the
net cost of services for 2009/10 be carried forward into the
2010/11 financial year to allow work underway to be completed.
Examples of the major items and the reasons for carrying
forward these budgets are as follows:

There were several budgets for specific projects funded from
earmarked reserves that were not fully spent in 2009/10. The
unspent amounts are carried forward into 2010/11 through the

earmarked reserves balance as shown below.

Newhaven Fort Condition Survey

Parking Study

Economic Development Initiatives

Leisure Centres Assets Maintenance Programme
Tree Maintenance

Cemetery Memorial Maintenance

Leisure Building Maintenance

Planning Delivery Grant funded initiatives

Land Charges income carried forward to reduce future fees
Work carried out at Markstakes Common funded from
reserves

Insurance Reserve adjustment re previous HRA
contributions

Minor variations

Unspent project budgets carried forward

£000
Recycling — to continue the waste avoidance campaign 38
Contaminated Land — to identify at risk sites through ongoing 52
land investigations
Landport Bottom Nature Reserve — to implement the site 27
management plan
‘Urban 25’ Environmental Project — to complete this initiative 17
Homelesshess — to sustain several initiatives 38
Finance — to ensure the Council’'s computerised financial 14
system remains up to date
Urban Drainage Scheme — Partnership Project 42
Other — 25 items across a variety of Council services 107
Unspent revenue budgets carried forward to 2010/2011 335

225

£'000
40

4

3

113
77

18

5

19

27

(20)

(68)

Capital expenditure

The table overleaf shows that our total capital expenditure for

2009/10 was £5.29m and lists the major areas where that

investment was made. It also shows how this expenditure was

funded.

Continued......
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Foreword and Review of the Financial Year

Housing Revenue Account (HRA)

Our expenditure exceeded our income by £0.500m in 2009/10,
an improvement of £0.106m against the budget for the year
which had anticipated a deficit of £0.606m.

An analysis of the main variations against the budget follows:

2009/10
Type of project £m
HRA Housing Investment Programme 3.20
General Fund Housing Investment Programme 0.79
General Fund Services Capital Programme
- Community Services 0.41
- Planning, Environment, Economic Development 0.26
- Corporate Services 0.15
- Corporate Buildings and backlog repairs programme 0.45
- Vehicle replacement programme 0.03
Total Capital Expenditure 5.29
Type of funding
Major Repairs Allowance: a Government grant wholly given 2.51
to maintain the value of the Council's housing stock
Capital receipts: money from the sale of Council property 0.46
Grants and Contributions: from external partners, like the 1.05
Government (£0.56m), National Lottery (£0.16m), East
Sussex County Council (£0.10m) and property
developers.
Reserves: money set aside from revenue in previous years 0.59
Revenue Financing: contributions from the Housing 0.41
Revenue Account (paid for by tenants’ rent)
Revenue Financing: contributions from the General Fund 0.01
Borrowing: an external loan specifically to finance 0.26
improvements to our Council housing stock
Total Capital Financing 5.29

2009/10
£000

Additional income
- rent received 10
- service charges 8
- asset sales 10
Reduced expenditure
- revenue contribution to fund capital expenditure 92
- corporate administration cost 85
- insurance excesses 30
- external advice 25
- communal lighting 24
- provision for possible bad debts 16
- grounds maintenance 12
- legal costs 10
Less increased expenditure
- repairs and maintenance (130)
- sheltered housing scheme costs (55)
- negative housing subsidy payment due to Government (40)
Miscellaneous net variations 9
Total 106

The majority of our capital expenditure was financed from
sources outside the Council — for example, from Government
and from external partners — and this reliance on financial
support from outside the Council to maintain a substantial and
sustainable capital programme will continue into the future.

At 31 March 2010 the HRA balance is £2.475m.

Reserves and Balances Summary

Sound financial management and a proven track record of
striking the right balance between spending and the need to
maintain a core level of resources to support the General Fund

Lewes District Council Statement of Accounts 2009/2010
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Foreword and Review of the Financial Year

and the Housing Revenue Account means that our finances are
in a healthy state.

Our financial wellbeing is evidenced by combined balances
totalling £4.048m held by the General Fund and the Housing
Revenue Account that will be used to support our future
spending plans. A further £8.75m held in earmarked General
Fund reserves, and £0.46m in the HRA including the Major
Repairs Reserve will be used to support our specific and one-off
spending priorities. £2.85m in capital receipts is available to
support our forward capital programme.

Treasury Management

Our external loan debt at 31 March 2010 stood at £5.0m, all of
which was long-term. Our Treasury Strategy of using revenue
cash balances as an alternative to ‘real’ borrowing means that
the Council’s actual long-term debt is £8.4m less than the
underlying amount which could have been borrowed over the
years to fund capital investment. The total invested at the year
end, including cash on deposit at the bank, was £8.0m
(excluding an investment of £1m made with Landsbanki hf, the
Icelandic Bank, which is currently in administration — see Note 5.
on page 28 for further details).

Asset Values

A formal review of the value of the Council’s property assets has
taken place. In some cases the value of individual assets has
reduced significantly, reflecting the impact of the deep recession
experienced by the UK economy. In accordance with accounting
requirements , the reduction in value of these assets has been
charged as a cost to the Income and Expenditure Account
(£5.6m in total) giving rise to the overall loss for the year shown
on page 19.

Pensions

Accounting regulations require Councils to show any deficit or
surplus on the Pension Fund within the balance sheet.

The Lewes share of the Pension Fund administered by East
Sussex County Council was assessed at 31 March 2010 by the
actuary as having a deficit of £33.51m compared with a deficit of
£15.38m at 31 March 2009. This represents a liability incurred
now which is payable over many years in the future as
pensionable employees retire. The significant deterioration in the
year reflects the facts that the financial assumptions at 31 March
2010 are less favourable than a year previously, and that
mortality assumptions reflect improvements in life expectancy.

Looking ahead —outlook for 2010/11 and beyond

General Fund

The Council's spending plans continue to be linked to residents’
priorities and to the Government's national priorities for all local
authorities. The 2010/11 budget has been set against an
uncertain economic background. Supporting people through the
national economic downturn continues to be a particular focus for
the year ahead. We expect to continue to see high levels of
demand for housing advice services in the coming months and
the significant increase in the number of households in receipt of
housing benefit is not expected to subside in the near future —
the Government has given us an additional £0.08m to help
manage the extra caseload. We are also doing what we can to
support local businesses. Our dialogue with business will
continue and one-off projects will be brought forward utilising our
Economic Initiatives budget.

A key aim of the Council continues to be to protect and enhance
the quality of the environment. As well as continuing to expand

Lewes District Council Statement of Accounts 2009/2010
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Foreword and Review of the Financial Year

our recycling service (all properties in Lewes will have access to
glass collection by December 2010), we have stated our
commitment to the nationwide '10:10’ carbon reduction campaign
and have drawn up an action plan to achieve reductions in
emissions.

The Council’'s Medium Term Financial Strategy sets out our
spending plans over the period 2010/2011 to 2013/2014. In
common with many local authorities, we are anticipating a
significant reduction in the funding that we receive from the
Government each year from 2011/2012. Our grant funding for
2010/2011 remains as originally announced (it increases by
almost £0.121m or 1.9% to £6.445m), but the Government put
increased pressure on local authorities to constrain their council
tax increases to well below 3%, effectively putting a ceiling on
the Council’'s revenue spending plans. Pay and price increases
have added £0.289m to the General Fund budget, which the
Council agreed to be £7.35m for 2010/2011. The Council Tax for
a Band D property is £192.48, which represents an increase of
2.5% (9 pence per week for a Band D property). In order to
reduce the total net budget, the Council has set a savings target
of £0.19m to be achieved over the period 2010/2011 to
2011/2012, to be followed by further savings of £0.535m before
the end of 2013/2014. £0.19m of the General Fund working
balance will be used, with a net contribution to reserves of
£0.214m. The overall movement in the General Fund budget is
summarised below.

£'000
2009/2010 net budget 13,431
Pay and price increases 289
Changes in service costs and income:
- Increased income from fees, charges and sales a77)
- Cost of national Bus Pass scheme 117)
- Reduced income generated from investments 204
Other changes 8
Sub-total 13,638
Changes in use of reserves, balances and one-off items 342
Savings target to be achieved in the year (100)
Net service spending programme for 2010/2011 13,880
Less: external support from Government (6,445)
Less: use of Collection Fund surplus (85)
2010/11 Net General Fund Budget to be funded
from Council Tax 7,350

Housing Revenue Account

The budgets in respect of the Council's housing stock are kept
separate from other services. Spending is paid for either by
tenants' rents and service charges or Government subsidy —
there is no general contribution from the Council Tax.

For 2010/2011 the average projected rent for all Council
dwellings is £70.61 per week, an increase of 1.12% when
compared with 2009/2010. The average rent increase was
agreed after detailed discussion with representatives of the
‘Tenants of Lewes District’ organisation and acknowledges the
need to minimise rent increases in the current economic climate.
The actual average rent is £5.11 lower than the formula rent
target under the Government's 'rent restructuring' system which
local authorities and registered social landlords are required to

Lewes District Council Statement of Accounts 2009/2010
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follow. As rent restructuring is phased in over future years, the
gap between actual average rents and the target will close.
Tenants also pay a range of service charges, depending on the
property in which they live. All tenants pay a Special Services
Charge which will be an average of £1.79 per property per week.
Total income generated from rents, service charges and other
contributions towards expenditure in 2010/2011 is estimated to
be £13.766m, excluding £0.641m which will be used from the
HRA working balance during the course of the year.

We continue to plan for the repair and management of the
housing stock over the longer term. We use up to date data
concerning the condition of our housing stock to estimate how
spending needs will develop over the next 30 years, as well as
make projections as to the resources that will be available to
fund them. The former Government started a consultation
exercise with local authorities on a proposal to make a major
reform to the national housing finance system. Locally, this
could result in our HRA benefitting from an extra £1m in
resources each year from 2011/12. It is not yet clear if the new
Government will implement this proposal or an alternative option.

Capital Programme

Under the 'Prudential Framework' within which all local
authorities are required to operate, the Council’s capital
expenditure plans are required to be both affordable and
sustainable in the longer term. The impact of financing the capital
programme on the council tax in future years is a key element in
assessing affordability. Although the Council is free to borrow to
fund capital projects, borrowing brings a long term cost in terms
of both paying back the loan itself and the interest which is
charged and is not a viable option — unless the cost of this

borrowing is supported by Government grants or income which is
generated from the projects when complete.

The Capital Programme represents the allocation of funding to
specific projects — in some cases those projects will be
completed over a number of years. The overall Capital
Programme for 2010/2011 is split into 3 distinct elements.

® General Fund Capital Programme-g1.98m), including £0.39m
to replace essential vehicles (for example refuse freighters) as
they reach the end of their life, and £0.86m in respect of new
and upgraded leisure and recreation facilities, to be funded
primarily by grants and contributions received from developers.

e HRA Housing Investment Capital Programme - £2.75m in
respect of major repairs and improvements to the Council's
housing stock, of which £2.17m will be funded from the Major
Repairs Allowance received from the Government, £0.32m from
revenue resources and £0.26m from Government supported
borrowing.

e General Fund Housing Investment Programme £1.1m,
consisting predominantly of Private Sector Housing grants, to be
funded from capital receipts and Government grant.

Conclusion

With careful planning over recent years, we have given ourselves
a sound financial base, but there are many challenges ahead.
Our spending plans, levels of balances and reserves, along with
our capital resources, all need to be carefully projected to make
sure we have access to sufficient resources for the future.

John Magness, Director of Finance and Community Services,
June 2010.
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Statement of Accounting Policies

1. General Principles

The Statement of Accounts (‘the Accounts’) summarises the
Council’s transactions for the 2009/10 financial year and its
position at the year-end of 31 March 2010. It has been prepared
in accordance with the Code of Practice on Local Authority
Accounting in the United Kingdom 2009 — A Statement of
Recommended Practice (the SORP). The accounting convention
adopted is historical cost, modified by the revaluation of certain
categories of tangible fixed assets. The SORP is recognised by
statute as representing proper accounting practices and meets
the requirements of the Accounts and Audit Regulations 2003.
The accounts are also prepared on the principle of Total Cost as
defined in the Best Value Accounting Code of Practice
(BVACOP). Total Cost of a service includes all costs which
relate to its provision (either directly or bought in) including
expenditure relating to employees, premises and transport,
supplies and services, third party payments, transfer payments,
support services and charges for the depreciation and
impairment of assets. Net total cost is total cost less income
including specific grants.

2. Estimation Techniques

In line with Financial Reporting Standard 18 — Accounting
Policies, a distinction is drawn between accounting policies and
estimation techniques ie the methods adopted to arrive at
estimated monetary amounts corresponding to the measurement
bases selected for assets, liabilities, gains, losses and changes
in reserves. Principal areas of estimation are depreciation, bad
debt provision, and the basis underlying the pensions liability.
Throughout this section and in the notes to the Balance Sheet,
the bases on which assets, liabilities, gains, losses and changes
in reserves have been assessed. The estimation techniques
have not changed since the 2008/09 Accounts were prepared.

3. Accruals of Income and Expenditure

Activity is accounted for in the year that it takes place, not simply
when cash payments are made or received. In particular:

e Fees, charges and rents due from customers are
accounted for as income at the date the Council provides
the relevant goods or services.

e Supplies are recorded as expenditure when they are
consumed — where there is a gap between the date
supplies are received and their consumption, they are
carried as stocks on the Balance Sheet

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

e Where income and expenditure have been recognised but
cash has not been received or paid, a debtor or creditor
for the relevant amount is recorded in the Balance Sheet.
Where it is doubtful that debts will be settled, the balance
of debtors is written down and a charge made to revenue
for the income that might not be collected.

4. Intangible Fixed Assets

Under the current SORP and Financial Reporting Standard 10 -
Goodwill and Intangible Fixed Assets, expenditure on ‘fixed
assets that do not have physical substance but are identifiable
and controlled by the entity through custody or legal rights’ is
capitalised by the Council when it will bring benefits for more
than one financial year. These Intangible Fixed Assets are then
amortised over their expected life to the relevant service revenue
account to reflect the pattern of consumption of benefits.
Typically these assets relate to computer software licences
which are amortised over a period of seven years, or a lesser
period if more appropriate.

Lewes District Council Statement of Accounts 2009/2010
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5. Tangible Fixed Assets

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

Recognition: expenditure on the acquisition, creation or
enhancement of tangible fixed assets is capitalised on an
accruals basis, provided that it yields benefits to the Council and
the services that it provides for more than one financial year.
Expenditure that secures but does not extend the previously
assessed standards of performance of the asset (e.g. repairs
and maintenance) is charged to revenue as it is incurred.

Measurement: assets are initially measured at cost, comprising
all expenditure that is directly attributable to bringing the asset
into working condition for its intended use. Assets are then
carried in the Balance Sheet using the following measurement
bases:
e investment properties and assets surplus to requirements
— lower of net current replacement cost or net realisable
value
¢ dwellings — existing use value for social housing
e other land and buildings, vehicles, plant and equipment —
lower of net current replacement cost or net realisable
value in existing use
e Infrastructure assets and community assets — depreciated
historical cost.

Net current replacement cost is assessed as:

- non-specialised operational properties — existing
use value

- specialised operational properties — depreciated
replacement cost

- investment properties and surplus assets — market
value

Assets included in the Balance Sheet at current value are
revalued where there have been material changes in the value,
but as a minimum every five years. Increases in valuations are
matched by credits to the Revaluation Reserve to recognise
unrealised gains. Exceptionally, gains might be credited to the
Income and Expenditure Account where they arise from the
reversal of an impairment loss previously charged to a service
revenue account.

The Revaluation Reserve contains revaluation gains recognised
since 1 April 2007 only, the date of its formal implementation.
Gains arising before that date have been consolidated into the
Capital Adjustment Account.

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 a valuation exercise, this is accounted for
by:
¢ Wwhere attributable to the clear consumption of economic
benefits — the loss is charged to the relevant service
revenue account
¢ otherwise — 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.
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
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Statement of Accounting Policies

the value of the loss is transferred from the Revaluation Reserve
to the Capital Adjustment Account.

Disposals: when an asset is disposed of, the value of the asset in
the Balance Sheet is written off to the Income and Expenditure
Account as part of the gain or loss on disposal. Receipts from
disposals are credited to the Income and Expenditure Account as
part of the gain or loss on disposal (i.e. netted off against the
carrying value of the asset at the time of disposal). Any
revaluation gains in the Revaluation Reserve are transferred to
the Capital Adjustment Account. Amounts in excess of £10,000
are categorised as capital receipts. A proportion of receipts
relating to housing disposals (75% for dwellings, 50% for land
and other assets, net of statutory deductions and allowances) is
payable to the Government. The balance of receipts is required
to be credited to the Usable Capital Receipts Reserve, and can
then only be used for new capital investment or set aside to
reduce the Council’s underlying need to borrow (the Capital
Financing Requirement). Receipts are appropriated to the
Reserve from the Statement of Movement on the General Fund
Balance.

The written-off value of disposals is not a charge against council
tax, as the cost of fixed assets is fully provided for under
separate arrangements for capital financing. Amounts are
appropriated to the Capital Adjustment Account from the
Statement of Movement on the General Fund Balance.

Depreciation: depreciation is provided for on all assets with a
determinable finite life (except for investment properties), by
allocating the value of the asset in the Balance Sheet over the
periods expected to benefit from their use.

Depreciation is calculated on the following bases:
e dwellings and other buildings — straight-line allocation over
the life of the property as estimated by the valuer
¢ vehicles, plant and equipment — a percentage of the value
of each class of assets in the Balance Sheet, as advised
by a suitably qualified officer
e infrastructure — straight-line allocation over 25 years.

Where an asset has major components with different estimated
useful lives, these are depreciated separately.

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

East Sussex County Council owns the leisure centres at Lewes
and Peacehaven and the agreements refer to the provision, use
and management of the buildings without conferring any property
interest on the Council. The construction costs are amortised
over a period of sixty years.

6. Charges to Revenue for Fixed Assets

Service revenue accounts, support services and trading
accounts are charged with the following amounts to record the
real cost of holding fixed assets during the year:

e depreciation attributable to the assets used by the
relevant service

e impairment losses attributable to the clear consumption of
economic benefits on tangible fixed assets used by the
service and other losses where there are no accumulated
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Statement of Accounting Policies

gains in the Revaluation Reserve against which they can
be written off

e amortisation of intangible fixed assets attributable to the
service.

The Council is not required to raise council tax to cover
depreciation, impairment losses or amortisations. However, it is
required to make an annual provision from revenue to contribute
towards the reduction in its overall borrowing requirement (equal
to at least 4% of the underlying amount measured by the
adjusted Capital Financing Requirement, excluding amounts
attributable to HRA activity). Depreciation, impairment losses and
amortisations are therefore replaced by revenue provision in the
Statement of Movement on the General Fund Balance, by way of
an adjusting transaction with the Capital Adjustment Account for
the difference between the two.

7. Revenue Expenditure Funded from Capital Under
Statute

Expenditure that qualifies as capital under statutory provisions,
but does not result in the acquisition, creation or enhancement of
a tangible fixed asset for the Council (e.g. improvement grants) is
fully written off to revenue in the year in which it is incurred on
the basis that no long term benefit accrues to the Council from
that expenditure.

Net operating expenditure on the face of the Income and
Expenditure Account contains accounting entries that are not
revenue based and should not have an impact on council tax.
Consequently, after the disclosure of net operating expenditure,
Revenue Expenditure Funded from Capital under Statute is
reversed out by an adjustment to the Capital Adjustment
Account.

8. Government Grants and Other Contributions

Revenue: Whether paid on account, by instalments or in arrears,
government grants and third party contributions and donations
are recognised as income at the date that the Council satisfies
the conditions of entitlement to the grant/contribution, there is
reasonable assurance that the monies will be received and the
expenditure for which the grant is given has been incurred.
Revenue grants are matched in service revenue accounts with
the service expenditure to which they relate. Grants to cover
general expenditure (eg Revenue Support Grant) are credited to
the foot of the Income and Expenditure Account after Net
Operating Expenditure.

Capital: Grants and other contributions relating to the purchase
of fixed assets are credited to the Government Grants and
Contributions Deferred Account on an accruals basis and
released to the service revenue account in line with depreciation.

9. Leases

Proper accounting practice requires any items acquired under a
finance lease to be recorded as a fixed asset and as a form of
borrowing. The Council does not have any finance leases.

Items used under an operating lease confer no rights of
ownership and therefore do not give rise to borrowing. Rentals
payable or receivable under operating leases are charged or
credited to the relevant service revenue account on a straight-
line basis over the term of the lease. This in effect means that
rentals are charged when they become payable or receivable.

10. Financial Liabilities

Financial liabilities are initially measured at fair value and carried
at their amortised cost. Annual charges to the Income and
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Expenditure Account for interest payable are based on the
carrying amount of the liability, multiplied by the effective rate of
interest for the instrument. The Council’s outstanding long term
loan is a Lender's Option Borrower's Option loan agreement with
provision for stepped interest rates. In this case, the effective
interest rate charged to the Income and Expenditure Account is
based on the rates which are expected to prevail over the full
term of the loan, presuming no exercise of options.

Gains and losses on the repurchase or early settlement of
borrowing are credited and debited to Net Operating Expenditure
in the Income and Expenditure Account in the year of
repurchased settlement. Where premiums and discounts have
been charged to the Income and Expenditure Account,
regulations allow the impact on the General Fund Balance to be
spread over a period of up to 10 years. The reconciliation of
amounts charged to the Income and Expenditure Account to the
net charge required against the General Fund Balance is
managed by a transfer to or from the Financial Instruments
Adjustment Account in the Statement of Movement on the
General Fund Balance.

11. Financial Assets

There are two classes of financial assets: loans and receivables
and available for sale assets, of which the Council holds only the
former.

a) Investments are initially measured at fair value and carried at
their amortised cost. Annual credits to the Income and
Expenditure Account for interest receivable are based on the
carrying amount of the asset multiplied by the effective rate of
interest for the instrument. 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. 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.

b) Debtors (including mortgages) are recognised when a
contractual arrangement is entered into between the Council and
a customer for the Council to provide goods and services for an
agreed sum. The value of debtors in the Balance Sheet
represents the current value of the outstanding debts owed to the
Council at 31 March as a proxy for amortised cost.

c) Other Loans which have been advanced at less than the
market rate (eg travel and car loans to staff) have not been
treated as soft loans, in a departure from the SORP. The SORP
treatment would require the difference between interest at fair
value and the actual loan interest receivable to be charged to the
Income and Expenditure Account (with a compensating
reversal). The impact of this differing treatment is not material to
the accounts.

12. Overheads and Support Services

Overheads and support services are fully allocated to revenue
and capital accounts using the total absorption costing principle
so that the full cost of overheads and support services are
shared between users in proportion to the benefits received.

13. Provisions

Provisions are set aside for liabilities or losses which result from
past events, can be readily estimated and are likely or certain to
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Statement of Accounting Policies

be incurred but over which there is some uncertainty as to the
amounts and/or dates on which they will arise.

The provision is charged to the relevant revenue account and
when the expenditure is incurred it is charged to the provision in
the Balance Sheet. Provisions are usually included with the
accounts to which they relate.

14. Reserves

The Council sets aside specific amounts as reserves for future
policy purposes. Reserves are created by appropriating amounts
in the Statement of Movement on the General Fund Balance.
When expenditure to be financed from a reserve is incurred, it is
charged to the appropriate service revenue account in that year
to score against the Net Cost of Services in the Income and
Expenditure Account. The reserve is then appropriated back into
the General Fund Balance statement so that there is no net
charge against council tax for the expenditure.

Certain reserves are kept to manage the accounting processes
for tangible fixed assets and retirement benefits and these do not
represent usable resources for the Council. These reserves are
explained elsewhere in this statement of accounting policies.

15. Pensions

Employees of the Council are members of the Local Government
Pension Scheme, administered by East Sussex County Council.
The scheme provides defined benefits to members (retirement
lump sums and pensions), earned as employees worked for the
Council. Itis accounted for as a defined benefits scheme:

The liabilities of the East Sussex County Council scheme
attributable to the Council are included in the Balance Sheet on

an actuarial basis using the projected unit method — ie an
assessment of the future payments that will be made in relation
to retirement benefits earned to date by employees, based on
assumptions about mortality rates, employee turnover rates, etc,
and projections of projected earning for current employees.

Liabilities are discounted to their value at current prices, using a
discount rate of 5.5% which is based on the gross redemption
yield on the iBoxx Sterling Corporates Index, AA over 15 years
with one slight amendment: the removal of recently re-rated
bonds from the index. This is required because, in the current
economic climate, a greater number of companies than normal
are having their credit ratings downgraded.

The assets of the East Sussex County Council pension fund
attributable to the Council are included in the balance sheet at
their fair value:

e quoted securities — current bid value

e unguoted securities — professional estimate
e unitised securities — current bid value

e property — market value

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

e current service cost:- the increase in liabilities as a result
of years of service earned this year allocated in the
Income and Expenditure Account to the revenue accounts
of services for which the employees worked.

e past service cost:- the increase in liabilities arising from
current year decisions whose effect relates to years of
service earned in earlier years — debited to the Net Cost of
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Services in the Income and Expenditure Account as part
of Non Distributed Costs.

e interest cost:- the expected increase in the present value
of liabilities during the year as they move one year closer
to being paid — debited to Net Operating Expenditure in
the Income and Expenditure Account.

e expected return on assets:- the annual investment return
on the fund assets attributable to the Council, based on an
average of the expected long-term return — credited to Net
Operating Expenditure in the Income and Expenditure
Account.

e gains/losses on settlements and curtailments:- the result
of actions to relieve the Council of liabilities or events that
reduce the expected future service or accrual of benefits
of employees - debited to the Net Cost of Services in the
Income and Expenditure Account as part of Non
Distributed Costs.

e actuarial gains and losses:- changes in the net pensions
liability that arise because events have not coincided with
assumptions made at the last actuarial valuation or
because the actuaries have updated their assumptions —
debited to the Statement of Total Recognised Gains and
Losses.

e contributions paid to the East Sussex County Council
pension fund:- cash paid as employer’s contributions to
the pension fund

Statutory provisions limit the Council to raising council tax to
cover the amounts payable by the Council to the pension fund in
the year. In the Statement of Movement on the General Fund
Balance this means that there are appropriations to and from the

Pensions Reserve to remove the notional debits and credits for
retirement benefits and replace them with debits for the cash
paid to the pension fund and any amounts payable to the fund
but unpaid at the year-end.

The Council also has restricted powers to make discretionary
awards of retirement benefits in the event of early retirements.
Any liabilities estimated to arise as a result of an award to any
member of staff are accrued in the year of the decision to make
the award and accounted for using the same policies as are
applied to the Local Government Pension Scheme.

16. Collection Fund
(a) Council Tax Income

Billing authorities in England are required by statute to maintain a
separate fund for the collection and distribution of amounts due
in respect of council tax and non-domestic rates (NNDR). The
key features relevant to accounting for council tax in the core
financial statements are:

e inits capacity as a billing authority, the Council acts as an
agent: it collects and distributes Council Tax income on
behalf of the major preceptors (East Sussex County
Council, Sussex Policy Authority and East Sussex Fire
Authority) and itself

¢ while the Council Tax income for the year credited to the
Collection Fund is the accrued income for the year,
regulations determine when it should be released from the
Collection Fund and transferred to the General Fund of
the billing authority or paid out to the major preceptors.
The amount credited to the General Fund under statute is
an authority’s precept for the year plus the authority’s
share of the surplus on the Collection Fund for the
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previous year or less its share of the deficit on the
Collection Fund for the previous year.

Up to 2008/2009 the SORP required the Council Tax income
included in the Income and Expenditure Account to be the
amount that under regulation was required to be transferred from
the Collection Fund to the General Fund. From the year
commencing 1 April 2009, the Council Tax income included in
the Income and Expenditure Account shall be the accrued
income for the year. The difference between the income included
in the Income and Expenditure Account and the amount required
by statute to be credited to the General Fund shall be taken to
the Collection Fund Adjustment Account and included as a
reconciling item to the Statement of Movement on the General
Fund Balance.

(b) National Non-Domestic Rates (NNDR) Income

Billing authorities collect NNDR under what is in substance an
agency arrangement with the Government. The 2009 SORP has
confirmed that, as a result, the NNDR taxpayers’ debtor and
creditor balances and bad debt provision are not Balance Sheet
items of the billing authority, but that it should recognise a
creditor with the Government for cash collected from NNDR
taxpayers not yet paid to the Government at the Balance Sheet
date or a debtor if it has ‘overpaid’ the Government.

(c) Restatement of 2008/2009 Accounts

As a result of the changes in accounting treatment, adjustments
have been made to figures previously reported within the
2008/2009 Accounts. These are detailed in Note 1. within the
Notes to the Core Financial Statements section of this Statement
of Accounts.

17. Stocks

Stocks are included in the Balance Sheet at the lower of cost and
net realisable value.

18. VAT

Income and expenditure excludes any amounts related to Value
Added Tax (VAT), as all VAT collected is payable to HM
Revenue and Customs and all VAT paid is recoverable from
them.

19. Group Accounts

The Council has reviewed its interests with external bodies in
2009/2010 as required by the SORP and has concluded that it
does not have any interests in subsidiaries, associated
companies or joint ventures that would require Group Accounts
to be produced.

20. Prior Period Adjustments

There are no adjustments to the accounting policies adopted by
the Council as a result of the SORP that require changes to the
2009/2010 Accounts other than those referred to above.

All of our accounting records and information are retained at
Southover House, Southover Road, Lewes, East Sussex,
BN71AB
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Income and Expenditure Account

2008/09

Net
Expenditure
Restated
£'000

919
9,906
367
30,142
1,347
1,773
(762)

43,692
(573)
2,415
(561)

396
202

(967)

44,545

(9,342)

(5,467)

28,796

Expenditure on Services

Central Services to the Public

Cultural, Environmental & Planning Services
Highways, Roads & Transport Services
Local Authority Housing

Other Housing Services

Corporate & Democratic Core

HMRC Settlement VAT Claim (Note 2. p27)
NET COST OF SERVICES

Gains on Sale of Fixed Assets

Precepts paid to Local Councils (Note 3. p27)
Surplus from Trading Operations (Note 4. p27)

Interest payable and similar charges
Impairment loss (Note 5. p28)

Interest and Investment Income

NET OPERATING EXPENDITURE

Less:
Income from Council Tax

(940) General Government Grants (Note 8. p32)

Non-Domestic Rates redistribution
DEFICIT/(SURPLUS) FOR THE YEAR

(930) Amortisation of Grant received re Trading Operations (Note 4. p27)

402 Contribution of Housing Capital Receipts to Government Pool (Note 6. p29)

469 Pension Interest Cost & expected return on pension assets (Note 7. p29)

2009/10 2009/10 2009/10
Gross Gross Net
Expenditure Income Expenditure
£'000 £'000 £'000
9,342 8,404 938
17,546 4,824 12,722
1,757 1,312 445
7,819 13,852 (6,033)
31,404 29,948 1,456
2,160 201 1,959
17 85 (68)
70,045 58,626 11,419
(180)
2,569
(335)
0
243
158
387
(312)
1,218
15,167
(9,766)
(1,365)
(5,138)
(1,102)
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Statement of Movement on the General Fund Balance

2008/09
Restated 2009/10
£'000 £'000
28,796 Deficit/(Surplus) for the year on the (1,102)
Income and Expenditure Account
Net additional amount required by
statute and non-statutory proper
practices to be debited or (credited)
to the General Fund Balance for the
(28,956) year (see table to right) 1,056
(160) Decrease/(Increase) in General Fund (46)
Balance for the year
(1,366) General Fund Balance brought forward (1,526)

Rounding adjustment for presentation (1)

2008/09
Restated Analysis of Net additional amount
£000
Amounts included in the Income and Expenditure Account but  £000
required to be excluded by statute when determining the Movement
on the General Fund Balance for the year

2009/10

(698) Amortisation of intangible fixed assets (313)
(32,705) Depreciation and impairment of fixed assets (1,202)
2,679 Amortisation and impairment of Government Grants and Contrib’s Deferred 2,365
(1,017) Write down of REFCUS (829)
(43) Loan Premiums & Discounts (Note 25. p47) 212
(163) Financial Instruments (Note 25. p47) (104)
573 Net gain on sale of Fixed Assets 180
320 Difference between the amount by which finance costs 0

calculated under SORP and the amount of finance costs
calculated in accordance with statutory requirements

(2,499) Net charges made for retirement benefits in accordance with (2,490)
FRS 17
43 Difference between amount of Council Tax income/demand on 90

the Collection Fund calculated in accordance with regulation

(1,526) General Fund Balance carried forward

(1,526) Amount of General Fund Balance
generally available for new expenditure

(1,573)

(1,573)

The Income and Expenditure Account shows financial
performance for the year measured in terms of the resources
consumed and generated over the last twelve months. However,
the Council is required to raise council tax on a different
accounting basis and adjustments are made to the General Fund
Balance to reflect statutory and non-statutory proper practices.
These are shown in the following reconciliation statement.

(33,510) (2,091)

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

77 Minimum Revenue Provision for capital financing 74
1,247 Capital expenditure charged in-year to the General Fund 1,010
Balance
(402) Transfer from Usable Capital Receipts to meet payments to the (387)
Housing Capital Receipts Pool
2,030 Employer’s contributions payable to the East Sussex Pension 2,045

Fund and retirement benefits payable direct to pensioners

2,952 2,742

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

(71) Housing Revenue Account balance (500)
1,673 Net transfer to or (from) earmarked reserves 905
1,602 405

Net additional amount required to be credited/debited to
(28,956) the General Fund balance for the year 1,056
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Statement of Total Recognised Gains and Losses

LT

(28,796)

(11,043)

(8,217)
316

(47,740)

Surplus/(Deficit)for the year on the Income & Expenditure Account
Gains/(Losses) arising on revaluation of Fixed Assets

Actuarial Gains/(Losses) on pension fund assets and liabilities
Other Recognised Gains/(Losses)

Total recognised gains/(losses) for the year

2009/101,102
3,958

£'000(17,716)
48

(12,608)

This statement brings together all the gains and losses of the Council for the year and shows the aggregate increase in its net worth. It
links directly with the difference in Net Worth between the opening and closing balance sheets set out in more detail on the following

page.
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Balance Sheet at 31 March

2009 Restated
£'000 £'000
776
188,548
31,809
2,812
2,140
2,001
227,310
13,473
0
241,559
2,106
113
2,219
1,790
93
6,242
4,120
12,245
109
4,982
5,091
7,154
250,932
5,000
6,484
2,345
15,375
29,204
221,728

Intangible Fixed Assets
Fixed Assets - operational
Council Dwellings
Other Land and Buildings
Vehicles Plant and Equipment
Infrastructure Assets
Community Assets
Fixed Assets - non-operational: Investment Properties
Surplus assets held for disposal
TOTAL FIXED ASSETS (Note 18. p38)

Long Term Investments (Note 22. p41)
Long Term Debtors (Note 22. p41)
TOTAL LONG TERM ASSETS

CURRENT ASSETS
Cash and Bank (Note 39. p54)
Stocks and Work in Progress (Note 23. p46)
Debtors and Payments in Advance (Note 22. p41)
Short Term Investments (Note 22. p41)
Total Current Assets

CURRENT LIABILITIES
Short Term Borrowing (Note 22. p41)
Creditors and Receipts in Advance (Note 22. p41)
Total Current Liabilities

NET CURRENT ASSETS

TOTAL ASSETS less CURRENT LIABILITIES

LESS LONG TERM LIABILITIES
Long Term Borrowing (Note 22. p41)
Government Grants and Contributions Deferred (Ng84124. p46)
Development Contributions (No.} %6. paT7)
Defined Pension Scheme Liabil% Note 7. pgg)
Total Long Term Liabilities
TOTAL ASSETS LESS LIABILITIES9

2010
£000 £000
631
194,979
39,812
2,579
1,883
2,304
241,557
1,452
1,800
245,440
854
14,386
109
4,791
9,595
255,889
5,175
46,769
209,120

3239 9219 4682
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BalanCe‘ Sheet at'3'1' March

2009 Restated
) £°000

3,291
218,813
(841)
2,819
7
(15,375)
1,526
2,975

: 56
- 8,128
329

221,728

Revaluation Fteserve (Note 27. p48) S
Capital Adjustment Account (Note 27. p48)

Financial Instruments Adjustment Account (Note 25. p47) ,‘

“Usable Capital Receipts Reserve (Note 28. p49) -
Deferred Capital Receipts (Note 29. p49)
Pension Reserve (Note 7. p29)

General Fund Balance (p20)

Housing Revenue Account Balance (p56)
Collection Fund Adjustment Account (p61) -
Earmarked Reserves (Note 31. p50)

Major Repairs Reserve (Note 32. p53)

TOTAL NET WORTH -

| 'f__.:220 254

2,475

2010
£’ooo
6,857
(732)

2844
"4

o (33 507)|

1,573

147}
8745 |
460 | .

200,120

These f|nanCIaI statements replace the unaudlted fmancral statements authonsed at the meetlng of the Audlt Commlttee on 30 June .

2010. The audlted accounts were authonsed for issue on 27 September 2010

John Magness CPFA

Director of Fmance and Cornmnmty Serwces
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Cash Flow Statement

2008/09
Restated
£'000
1,175

386
(916)
(530)

645

5,167
1,017
(1,191)
(3,044)

(758)
1,191

1,836

(6,000)
(693)
(6,693)

36,890
(33,890)
3,000

(1,857)

Net Revenue Cash

Returns on Investments and Servicing of Finance
Cash Outflows Interest paid
Cash Inflows Interest received

Net Cash (Inflow) from revenue activities

CAPITAL ACTIVITIES
Cash Outflows Investment in fixed assets
Other Capital Cash Payments
Cash Inflows Sale of fixed assets
Capital grants received
Other capital cash receipts

Net cash outflow before financing

Management of Liquid Resources
Net increase/(decrease) in short term deposits
Net increase in other liquid resources

Financing
Cash Outflows Repayment of amounts borrowed
Cash Inflows New borrowing

2009/10
Net (increase)/decrease in cash

2009/10
£'000 £000
242(3,484)

(859)
(4,101)
(617)
4,647
1,546
(525)
(1,261)
(2,624)
1,783
(2,318)
1
868
0
(0)
869
(1,449)
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Notes to the core financial statements

Note 1. Prior Period Adjustments

Clarification of the accounting treatment of Council Tax and NNDR
income (see Statement of Accounting Policies item 16 page 17)
requires the restatement of items within the Income and
Expenditure Account, Statement of Movement on the General
Fund Balance, Balance Sheet and Cash Flow Statement for
2008/2009. In addition the 2009 SORP also makes it clear that
Housing and Planning Delivery Grant is to be included as a
General Government grant rather than a service specific grant
within the ‘Cultural, Environmental and Planning’ group of services.
A further change has been made to the Balance Sheet to reclassify
accrued interest on a long term loan as Short Term rather than
Long Term Borrowing. Details of the restated items are:

Extracts from the Income and Expenditure Account

Net Operating Expenditure
Less:

Total Demand on Collection
Fund

Income from Council Tax
General Government Grants
Non-Domestic Rates
Redistribution

Deficit for the Year

2008/09 2008/09
Net Net
Expenditure Expenditure
£'000 £'000

before Adjustment after

restatement £000 restatement
44,462 83 44,545
(9,299) 9,299 -

- (9,342) (9,342)

(857) (83) (940)
(5,467) - (5,467)
28,839 (43) 28,796

2008/09 Pre-Restatement Adjustment
Net Gross Net
Expend Gross Expend Expend Gross Expend
-iture  Income -iture -iture  Income -iture Extracts from the Statement of Movement on the General Fund
£000  £000  £000  £000  £000  £000 Balance
Cultural Environmental and 14,619 4,796 9,823 - (83) 83
Planning Services 2008/09 2008/09
All other Services 82,993 49,207 33,786 - - - £'000 £000
NET COST OF SERVICES 97,612 54,003 43,609 - (83) 83 before Adjustment after
Non-Service items 853 - restatement £'000 restatement
NET OPERATING Deficit for the Year on the 28,839 (43) 28,796
EXPENDITURE _ 44,462 83 | | Income and Expenditure
2008/09 After Restat t Account
BI85541 Environmental and 14610 46,;1383 a emer‘le Net additional amount required (28,999) 43 (28,956)
Planning Services by statute arjd non-statutory
All other Services 82,093 49,207 33,786 proper practices to be debited
NET COST OF SERVICES 97,612 53,920 43,692 or (credited) to the General
Non-Service items 853 Fund Balance for the year
NET OPERATING (Increase) in General Fund (160) 0 (160)
EXPENDITURE 44,545 Balance for the year
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Analysis of net additional amount
Amounts included in the Income and
Expenditure Account but required to
be excluded by statute when
determining the Movement on the
General Fund Balance for the year
Items as originally shown

Amount by which Council Tax
income is different from the demand
on the Collection Fund calculated in
accordance with regulation
(Increase) in General Fund
Balance for the year

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

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

Net additional amount required to
be credited to the General Fund
balance for the year

Extract from the Balance Sheet

2008/09 2008/09
£'000 £'000
before  Adjustment after
restatement £'000 restatement
(33,553) - (33,553)
- 43 43
(33,553) 43 (33,510)
2,952 - 2,952
1,602 - 1,602
(28,999) 43 (28,956)

Total Fixed and Long Term Assets
Debtors and Payments in Advance
. council taxpayers

: Non-Domestic Ratepayers

: bad debt provision re above

: all other debtors

Sub-total

Other Current Assets

Total Current Assets

Creditors and Receipts in Advance
: council taxpayers

: Precepting authorities re Council
Tax

: Non-Domestic Ratepayers

: DCLG National Pool
: all other creditors

Sub-total

Short Term Borrowing

Total Current Liabilities

NET CURRENT ASSETS

TOTAL ASSETS less CURRENT
LIAB’S

Less Long Term Borrowing

Less Other Long Term Liabilities
TOTAL ASSETS LESS LIABILITIES

Reserves and Balances

Collection Fund Balance

Collection Fund Adjustment Account
TOTAL NET WORTH

2008/09 2008/09
£'000 £'000
before  Adjustment after
restatement £'000 restatement
243,778 - 243,778
1,596 (1,341) 255
380 (380) 0
(589) 514 (75)
6,062 - 6,062
7,449 (1,207) 6,242
6,003 - 6,003
13,452 (1,207) 12,245
902 (758) 144
0 107 107
136 (136) 0
554 (124) 430
4,301 - 4,301
5,893 (911) 4,982
0 109 109
5,893 (802) 5,091
7,559 (405) 7,154
251,337 (405) 250,932
5,109 (109) 5,000
24,204 - 24,204
222,024 (296) 221,728
221,672 - 221,672
352 (352) 0
0 56 56
222,024 (296) 221,728
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Statement of Total Recognised Gains and Losses

2008/09 2008/09
£'000 £'000
before Adjustment after
restatement £000 restatement
Deficit for the Year on the Income and (28,839) 43 (28,796)
Expenditure Account
Surplus for the year on the Collection 268 (268) -
Fund
(Losses) arising on revaluation of Fixed (11,043) - (11,043)
Assets
(Losses) on Pension Fund assets and (8,217) - (8,217)
liabilities
Other Recognised Gains 316 - 316
Total recognised gains/(losses) for (47,515) (225) (47,740)
the year
Reconciliation of Movement to
Balance Sheets
Net Worth at 31 March 2008 269,539 (72) 269,468
Net Worth at 31 March 2009 222,024 296 221,728
Reduction in Net Worth (47,515) 225 (47,740)
Extract from the Cash Flow Statement
2008/09 2008/09
£'000 £'000
before Adjustment after
restatement £'000 restatement
Net Revenue Cash 482 693 1,175
Returns on Investments and Servicing of (530) - (530)
Finance
Net Cash (Inflow) from revenue activities (48) 693 645
Capital Activities 1,191 - 1,191
Net cash outflow before financing 1,143 693 1,836
Management of Liquid Resources
: Net (decrease) in short term deposits (6,000) - (6,000)
: Net (increase) in other liquid resources 0 (693) (693)
Financing 3,000 - 3,000
Net (Increase)/decrease in cash (1,857) - (1,857)

Note la. Post Balance Sheet Event

The actuarial valuation of the pension fund liability disclosed in the
financial statements (see Note 7. ) relies on a measure of price
inflation to estimate the annual increase in pensions and has
adopted the Retail Price Index (RPI). In its June 2010 budget the
Government announced a move to using the Consumer Price
Index (CPI). CPI is generally lower than RPI. As a result, over an
extended period, recalculated pension increases will be lower than
might have previously been expected. The consequence of this is
that the actuarial gross liability will reduce as will the net pension
deficit on the balance sheet. At this stage the financial effect
cannot reasonably be estimated.

Note 2. Settlement of VAT Claim

In 2008/2009, HM Revenues and Customs accepted a claim that
VAT regulations were incorrect in previous years as a result of
which VAT had been over-collected from the Council. The amount
over-collected was reimbursed, with the addition of interest. See
also Note 33. p53.

Note 3. Precepts paid to Local Councils

Each year the 28 Town and Parish Councils in the District set their
budgets. They then issue ‘precepts’ to this Council, which are
formal requests to set and collect council tax from the taxpayers in
their area at a level which is sufficient to pay for their budgets.

Note 4. Trading Operations

The Council operates six Industrial Estates, with 97 individual plots,
in Lewes, Newhaven and Seaford. In addition, the Newhaven
Business Centre has 46 units to start-up and small businesses.
Total income from these undertakings, derived mainly from rents,
was £0.994m (2008/09 - £0.849m), running costs £0.350m
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(2008/09 - £0.312m) and net Capital charges (mainly relating to a
reduction in asset values) £0.309m. The Gross and Net Book
Values of the assets employed were £9.575m and £9.487m at 31
March 2010. In 2008/09 grant previously received to fund the
construction of the Business Centre was written back to revenue to
ensure that the balance held in the Government Grants Deferred
Account at 31 March 2009 matched the value of the asset.

Note 5. Impairment Loss

In October 2008, the Icelandic banks Landsbanki, Kaupthing and
Glitnir collapsed and their UK subsidiaries went into administration.
The Council is one of 127 local authorities (LA’s) that have funds
invested with one or more of these banks having made a fixed term
deposit of £1m for the period 12 August 2008 to 11 August 2009 at
an interest rate of 6.28%.

All monies within these institutions are currently subject to the
respective administration and receivership processes. The
amounts and timing of payments to depositors such as the Council
will be determined by the administrators/receivers, and in the cases
of Landsbanki and Glitnir banks is subject to Icelandic court action.

Based on the latest information available the Council considers that
it is appropriate to consider an impairment adjustment for its
deposit, and has taken the action outlined below. As the available
information is not definitive as to the amounts and timings of
payments to be received, it is likely that further adjustments will be
made to the accounts in future years.

Landsbanki Islands hf is an Icelandic entity. Following steps taken
by the Icelandic Government in early October 2008 its domestic
assets and liabilities were transferred to a new bank (new
Landsbanki) with the management of the affairs of Old Landsbanki
being placed in the hands of a resolution committee and
administered under Icelandic law. Old Landsbanki’s latest public

presentation of its affairs was made to creditors on 26 March 2010
(see http://www.Ibi.is/.) This and other relevant information
indicates that it is reasonable to assume that 94.85% of the deposit
will be repaid assuming that LA deposits with the bank had priority
status and would therefore be repaid ahead of any creditors that
did not have priority status. This view is based on legal advice
obtained jointly by LA’s and on announcements made by the bank.
The final decisions about the priority status of LA deposits will be
made by the Icelandic courts. Allowing for the court cases to be
heard, and for potential appeals, it is considered unlikely that there
will be a settled position on priority status before the second
qguarter of 2011. The Council has therefore decided to recognise
an impairment based on it recovering 95p in the £.

Failure to secure preferential creditor status would have a
significant impact upon the amount of the deposit that is
recoverable. The total assets of the bank equate to less than 40%
of its liabilities. Therefore, if preferential creditor status is not
achieved the recoverable amount may only be 38p in the £.

The bank has released no details about the timing of any payments
to depositors. Because it is anticipated that all the assets of
Landsbanki Islands will need to be realised to repay priority
creditors, settlement in a single sum is unlikely. In calculating the
impairment, the Council has assumed annual payments running
from October 2011 to October 2018.

Recoveries are expressed as a percentage of the Council’s claim
in the administration, which it is expected may validly include
interest accrued up to 22 April 2009, the date agreed by the bank’s
winding-up board.

An impairment loss of £202,000 had been recognised in the
Income and Expenditure Account in 2008/09 and a further loss of
£158,000 has been recognised in 2009/10. This has been
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calculated by discounting the assumed cash flows at the effective
interest rate of the original deposits in order to recognise the
Council’s anticipated loss of interest until monies are recovered.

Adjustments to the assumptions will be made in future accounts as
more information becomes available.

The Council has taken advantage of the Capital Finance
Regulations to defer the impact of the impairment on the General
Fund - a sum of £103,000 has been transferred to the Financial
Instruments Adjustment Account. The difference relates to the loss
of interest on this deposit, the cost of which has been borne in full
by the General Fund.

A summary of the treatment in these Accounts of the Council’s
investment with Lansbanki hf is as follows:

Amount Interest
Invested Rate

Date Maturity
Invested Date

Carrying
Amount Impairment

12/08/08 11/08/09 £1,000,000 6.28% £1,094,000 £359,000
The expected repayments have been estimated as follows:

Oct’ 2011 £231,400 Oct' 2012 ggo 500 Oct’ 2013  £92,500
Oct’ 2014 £92 500 Oct’ 2015 £92 500 Oct’ 2016 £92,600

Oct 2017 ggp go0 Ot 2018  £203,200

Interest credited to the Income and Expenditure Account in
2009/2010 was £54,100.

Details of the transfer made under the Capital Finance Regulations
are given in Note 25. p47.

Note 6. Contribution of Housing Capital Receipts to
Government Pool

The Capital Finance regulations require 75% of receipts generated
from the sale of council housing to be paid into a national Pool.

Note 7. Pension Costs

Participation in pension schemes. As part of the terms and
conditions of employment of its staff, 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 that need to be disclosed at the time the employees earn
their future entitlement. The Council participates in the Local
Government Pension Scheme, administered by East Sussex
County Council. Itis a funded defined benefit final salary scheme,
meaning that the Council and employees pay contributions into a
fund, calculated at a level intended to balance the pension liabilities
with investment assets.

Transactions relating to retirement benefits. We recognise 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 we are required to make
against council tax is based on the cash payable in the year, so the
real cost of retirement benefits is reversed out in the Statement of
Movement on the General Fund Balance.

The following transactions have been made in the Income and
Expenditure Account during the year:

2009/10
£000 £000
Net cost of services
“current service cost 1,327 1,145
- past service cost 578 -
Net Operating Expenditure
- interest cost 4,199 4,095
-expected return on assets (3,730) (2,877)
Net charge 2,374 2,363
Actual Return on Scheme Assets (9,397) 15,957
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The following transactions have been made in the Statement of
Movement on the General Fund Balance during the year:

Statement of Movement on the 2008/09 2009/10
General Fund Balance £000 £000
Actual amount charged against

council tax for pensions in the year:

- employer’s contributions payable to 1,937 1,948
scheme

- reversal of net charges for (2,374) (2,363)
retirement benefits in accordance

with FRS17

Fair Value of Employer Assets
Present Value of Funded Liabilities
Net (Under) funding in Funded Plans
Present Value of Unfunded Liabilities
Unrecognised Past Service cost

Net Pension Liability

31 March 31 March
2009 2010
£000 £000
44,459 60,196
(58,728) (92,380)
(14,269) (32,184)
(1,106) (1,323)
(15,375) (33,507)

In addition to the recognised gains and losses included in the

Income and Expenditure Account, the following actuarial gains and
losses have been included in the Statement of Total Recognised

Gains and Losses. The cumulative amount is from the 2005/06
accounting period onwards.

31 Mar 31 Mar 31 Mar 31 Mar 31 Mar

2006 2007 2008 2009
£'000 £'000 £'000 £'000

Actuarial Gains/(Losses) 381 3,845 3,514 (8,217) (17,716)

Increase/(Decrease) in
Irrecoverable Surplus from
Membership fall and other factors

The liabilities show the underlying long-term commitments that the
Council has to pay retirement benefits. The net pension liability of
£33.5m has a substantial impact on the net worth of the Council as
recorded in the balance sheet. However, statutory arrangements
for funding the deficit mean that the financial position of the Council
remains healthy because the deficit will be made good by
increased contributions over the remaining working life of
employees, as assessed by the scheme actuary.

Employer assets are analysed into the following categories:

Actuarial Gains/(Losses) 381 3,845 3,514 (8,217) (17,716)

recognised in STRGL

Cumulative Actuarial Losses (7,636) (3,791) (277) (8,494) (26,210)

Assets and Liabilities in relation to retirement benefits. The

underlying assets and liabilities for retirement benefits attributable

to the Council at 31 March are as follows:

Equities
Bonds
Property
Cash
Total

31 March 31 March
2009 2010
£000 £000
33,728 44 477
4,438 3,005
3,550 4,207
2,743 8,507
44,459 60,196
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Reconciliation of defined benefit obligation.

The expected return on assets is based on the long-term future
expected investment return for each asset class as at the

2009/10 beginning of the accounting period ie as at 31 March 2010. Details
£000 £000 of the expected returns are as follows:
Defined Benefit Obligation at 1 April 60,941 59,834
Current Service Cost 1,327 1,145 Year ended 31 March: 2008/09 2009/10
Interest Cost 4,199 4,095 % pa % pa
Contributions by Members 588 593 Equities 7.0 7.8
Actuarial Losses/(Gains) (5,107) 30,796 Bonds 5.4 5.0
Past Service Costs/(Gains) 578 - Property 4.9 5.8
Losses/(Gains) on Curtailments - - Cash 4.0 4.8
Liabilities Extinguished on Settlements - -
Estimated Unfunded Benefits Paid (93) (97) The actual return on scheme assets in 2009/10 was (£15.957)m
Estimated Benefits Paid (2,599) (2,664) (2008/09 £9.397m).
Defined Benefit Obligation at 31 March 59,834 93,702
Scheme history
Reconciliation of fair value of employer assets Year ended 31 March: 2006 2007 2008 2009 2010
£'000 £'000 £'000 £'000 £'000
2008/09 2009/10 E?érs\éﬁ:%eaﬁjrg%l?geerfﬁzzets 54,310 57,843 54,219 44,459 60,196
£000 £000 Benefit Obligation (68,620)  (68,443)  (60,941)  (59,834)  (93,702)
Fair Value Employer Assets at 1 April 54,219 44,459 Eugr:ﬁzg(geeggitr)]s/(losses) (14,310)  (10,600)  (6,722)  (15,375) *(33,507)
Expected Return on Assets 3,730 2,877 X
Contributions by Members 588 593 ‘E’;‘F?jﬁee;ie gains/(losses) 7,619 27 (7028) (13324 (13,080)
Contributions by the Council 1,845 1,851 on assets as % of Assets at
Contributions in respect of Unfunded 93 97 31 Mareh 14.0% 00%  -13.0%  -30.0%  21.7%
. xperience gains/(losses)
Benefits on liabilities 113 17 566 9 (73)
Actuarial Gains/(Losses) (13,324) 13,080 Eﬁperie?ce gzg/ins]{(/lgssis) t
Assets Distributed on Settlements - - N March 02%  00%  -1.0%  00%  0.1%
Unfunded Benefits Paid (93) (97) * includes rounding adjustment
Benefits Paid (2,599) (2,664)
Fair Value Employer Assets at 31 March 44,459 60,196 Financial assumptions
Using data provided by the pension scheme administrators and
assumptions determined by the Council in conjunction with them,
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Hymans Robertson LLP, an independent firm of actuaries, has
provided the data included within this note. The assumed rate of
return on each type of asset is shown above. Life expectancy is
based on the PFA92/PMA92 year of birth tables, with
improvements from 2007 in line with the medium cohort. Using
these assumptions, average future life expectancies at age 65 are:

Females
20.8 years 24.1 years
22.3 years 25.7 years

Current Pensioners
Future Pensioners

Other assumptions used are as follows:

2009 2010
Year ended 31 March: % pa % pa
Inflation/Pension Increase Rate 3.1 3.8
Salary Increase Rate 4.6 5.3
Expected Return on Assets 6.5 7.1
Discount Rate 6.9 5.5

The total contribution expected to be made to the Pension Scheme
by the Council in the year to 31 March 2011 is £1.9m.

Note 8. General Government Grants
Wradellowing are not attributable to a specific service:

2008/09

Restated 2009/10

£000 £'000

Revenue Support Grant (761) (1,186)
Local Authority Business Grant Incentive

Scheme (74) (38)

Housing and Planning Delivery Grant (83) (85)

Area Based Grant (22) (56)

(940) (1,365)

Note 9. Charity Accounts

The Income and Expenditure Account includes the following grants
payable to two charities for which the Council’'s Members are
trustees:

2008/09 2009/10
Charity £000 £000
Stanley Turner Recreation Ground 80 61
Mountfield Pleasure Ground Trust 73 71

Note 10. Operating leases

The Council uses cars, printers, copiers, land, and buildings
financed by operating leases. The Income and Expenditure
Account includes amounts payable under these arrangements as
follows:

2009/10
£000 £'000
Operating leases 370 278

Future payments required each year under these operating lease
arrangements are as follows:

2010/11 2011/12 2012/13 2013/14 2014/15
£'000 £'000 £'000 £'000 £'000

Cars 161 137 72 21 .
Printers & copiers 47 47 47 47 12
Private properties 29 16 1 - -
Land & buildings 24 13 13 13 7
Total 261 213 133 81 19

From 2015/2016 onwards future payments will be £7,000 for Land
and Buildings. The Council does not have any finance leases.
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The income generated from Leases granted by Lewes District
Council is shown below. Income is expected to remain at this level
in the medium term.

2008/09 2009/10

£000 £'000

Industrial Estates 611 631
Town Centre 67 61
Miscellaneous Land & Buildings 160 160
Sports Pavilions and Land 31 31
HRA Shops 45 46
Community Centre 9 8
923 937

Note 11. Remuneration of employees

The number of employees whose remuneration, excluding
employer’s pension contributions, was in excess of £50,000 were:

Remuneration band 2008/09 2009/10
£50,000 - £54,999 6 6
£55,000 - £59,999 1
£60,000 - £64,999 3

£65,000 - £69,999 2

£70,000 - £74,999

£75,000 - £79,999 1
£80,000 - £84,999 2 1
£85,000 - £89,999

£90,000 - £94,999

£95,000 - £99,999 1
£100,000 - £104,999 1

£105,000 - £109,999

£110,000 - £115,000 1

The table above includes those staff who form the Council’s
Corporate Management Team. The 2009/2010 remuneration

details of these staff including pension contribution (its Senior
Employees as defined in the Accounts and Audit Regulations
2009) are as follows:

Post
Chief Executive
Director of
Finance and
Community
Services
Director of
Planning and
Environment
al Services
Head of Legal
and
Democratic
Services
(see note)
Head of
Business
Services
Head of
Housing
Services
Head of
Democratic
Services
(see note)

Salary £

103,539
85,935

85,935

66,981

66,168

70,179

31,161

Bonus £

3,000

2,607

g Expenses £
w

2,404

306

179

153

807

Benefits in kind £

>
)
N
S

3,062

3,260

3,447

4,663

823

excluding pension

Total Remuneration
contribution £

-
© O
-
W N
w o
[{elyep}

91,910

70,420

69,768

75,649

31,984

Pension contribution
£

22,000
18,232

18,151

13,731

13,564

15,231

5,990

including pension

Total Remuneration
contribution £

130,266
109,571

110,061

84,151

83,332

90,880

37,974
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Note - the Head of Democratic Services retired on 18 October

2009, and the responsibilities of the post were amalgamated with
those of the District Solicitor, now designated as the Head of Legal

and Democratic Services.

For comparative purposes, the 2008/2009 remuneration details are

Note 12. Councillors’ allowances

An Independent Remuneration Panel has recommended the levels
of allowances that are paid to Councillors. Total payments have
been as follows:

as follows:
ey
c 9 c
@ 325 5 25
ke S % 2 .=
£ Tcw 5 G 2w
W = Sas § 53%c¢
] = E o © E o5
W@ W a 0 0SS c O & >
> ) c = xsa o X352
8 2 2 e S"SgE 2 RER=
T S > o oOxo O °©2o
Post (7] m L m = o o 0 @ .= o0
Chief Executive 103,539 503 4,224 108,266 22,000 130,266
Director of 85,935 2,119 - 88,054 17,617 105,671
Finance and
Community
Services
Director of 85,935 306 3,740 89,981 17,617 107,598
Planning and
Environment
al Services
District Solicitor 66,168 11 849 67,028 13,564 80,592
Head of 66,168 291 2,962 69,421 13,564 82,985
Business
Services
Head of 66,168 771 4,663 71,602 14,409 86,011
Housing
Services
Head of 53,283 39 2,839 56,161 10,923 67,084
Democratic
Services

2008/09 Total £

Councillor

Bob Allen
Patricia Bennett
Chris Bishop
Chris Bowers
Susan Bratchie
Carla Butler
Michael Chartier
Edward Collict
Melanie Cutress
Jim Daly
Sharon Davy
Ann De Vecchi
lan Eiloart

Jon Freeman
Paul Gander
Peter Gardiner
David Gray
Barry Groves
Lynda Hallett

Jacqueline Harrison-

Hicks
Tom Hawthorne
Philip Howson

asic

llowance £

B
A

2,975
2,975
2,975
2,975
2,975
2,975
2,975
2,975
2,975
2,975
2,975
2,975
2,975
2,975
2,975
2,975
2,975
2,975
2,975
2,975

2,975
2,975

Responsibility
Allowance £

Special

497

=
o
N

288
559
5,519

497
13,800
497
5,694

6,016
918
497

56

4,140

1,035

Carers

Allowance £

Travel and

Subsistence £

N

7

32

156
20

195

208

31

2009/10 Total £

7,1154,010
2,975
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2009/10

£000 £000

Allowances — General Fund 148 155
Allowances — HRA 49 43
Total Allowances Paid 197 198

Note 13. Disclosure of Audit Costs

The Income and Expenditure Account includes the following fees
relating to external audit and inspection:

2008/09 2009/10
Type of fee £000 £000
Fees payable for external audit 93 97
services
Fees payable for statutory inspection 8 9
Fees payable for the certification of 27 29
gO®/OIms and returns
Fees payable for other services 11 0
Total Fees payable 139 135

| > W S}
8 W L @ g 8
S g 28 g zg 8
3 § ®58 08 —B 3
3 L= caz gz %o S
S 82 282 32 B©S S
N Councillor m < nerc O< P} N
6,537 Tom Jones 2,975 3,311 322 6,608
2,991 Carolyn Lambert 2,975 138 52 3,165
7,918 James MacCleary 2,975 5,519 8,494
6,590 Rod Main 2975 4,140 7,115
3,565 Ron Maskell 2,975 497 243 3,715
3,075 Kevin Mayers 2,975 2,975
3,814 David Mitchell 2,975 690 208 3,873
7,141 Tony Nicholson 2975 4,140 28 7,143
2,963 Ruth O'Keeffe 2,975 2,975
2,963 James Page 2,975 2,975
2,963 Robbie Robertson 2,975 2,975
3,026 David Rogers OBE 2,975 160 3,135
6,261 Eileen Russell 2,975 3,311 6,286
8,460 Steve Saunders 2,975 4,764 7,739
3,231 Jim Sheppard 2,975 2,938 205 6,118
2,963 Bob Sinclair 2,975 2,975
2,963 Cyril Sugarman 2,975 2,975
6,261 lan White 2,975 486 3,461
3,709 Robert Worthington 2,975 497 257 3,729
195,578 Total 121,975 70,556 2,151 194,682

In addition to the above, total payments of £2,124 (£758 in
2008/09) were made to co-opted members of the Standards
Committee who were not District Councillors. The cost of
Employer’s National Insurance totalling £3,999 has also been
excluded from the above table.

The cost of Members’ Allowances have been allocated as follows:

Note 14. Agency Services

In 2009/10 the Council spent £156,753 (£4,435 in 2008/09) on
facilitating European, County, Town and Parish elections, all of
which was fully reimbursed.

Note 15. Building Regulations Charging Account

The Local Authority Building Control regulations require the
disclosure of information regarding the setting of charges for the
administration of the building control function.
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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, as
included in the Income and Expenditure Account, divided between

the chargeable and non-chargeable activities for the year 2009/10:

property searches in respect of every financial year starting with
2009/10.

Property searches are administered by the Land Charges unit
which also administers both official searches and personal

searches of the local land charges register for which separate fees

are set by the Council and by the Ministry of Justice respectively
under the Local Land Charges Act 1975.

Total . . .
Non- Building The total cost, total income and net figures for official and personal
Chargeable  Chargeable Control searches are published with those for regulation 9(2) and 9(3) in
2009/10 2009/10 2009/10 the table below in order to arrive the overall Land Charges unit
_ £000 £000 £000 figures that are included in the Income and Expenditure Account
E’r‘nppﬁgféte“;penses 175 96 71 within the ‘Central Services to the Public’ block.
Transport 17 2 19
Supplies and Services 13 6 19
Central and Support Services 84 40 124 Number of Total ~  Total
TOTAL EXPENDITURE 289 144 433 requests cost  income  Net
Income _ _ £000 £'000
Building Regulation Charges 279 i 279 Regulation 9(2) granting access to
Miscellaneous Income - 2 2 property records 0 0 0 0
TOTAL INCOME 279 2 281 Regulation 9(3) answering enquiries about a property
Surplus/(Deficit) for year (10) (142) (152) 114 (141)  (27)
gg&?ﬂii}%es for 2008/2009 302 142 444 Local Land Charges register
Income 331 _ 331 _official search and certificate 22 (28) (6)
Surplus/(Deficit) for the year 29 (142) (113) personal search 25 (22) 3
Overall totals included in the Income

Note 16. Land Charges — Property Searches and Expenditure account 161 (191)  (30)
The Local Authorities (England) (Charges for Property Searches)
Regulations 2008 p_rowdes o!lscretlo_n for the Council to set its own The surplus of £27,000 published under Regulation 9(3) has been
charges to recover its COSts in granting access to property records transferred to a specific reserve and will be used to reduce the
or in answering enquiries about a property. Regulatlpn 9 level of fees set in future years.
(Transparency in relation to setting of charges) requires the
publication of summary financial and other information relating to
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Note 17. Related Party Transactions

It is a requirement that disclosure is made in the Statement of
Accounts of any material transactions between related parties.
The reason for this is to draw attention to the possibility that the
reported position and results may have been affected by the
existence of the related parties and by any material transactions
with them.

The Council pays grants and awards discretionary rate relief to a
number of organisations, like Lewes and Seaford Citizen’s Advice
Bureau, in which Councillors have an interest. The relevant
Councillors did not take part in any discussion or decision relating
to the award of financial support which was made with proper
declarations of interests.

The Council has a close relationship with Wave Leisure Ltd, a
charitable company established to operate the Council’s indoor
leisure facilities from 1 April 2006. A Funding and Management
Agreement between the two organisations sets out the terms of
this relationship.

Councillors and Senior Officers have confirmed that, individually,
they have no relationships which would have given rise to a related
party transaction in 2009/10.

Material related party transactions for 2009/10 were as follows:

Income Expenditure
£000 £000

General Government grants (see Note 8. p32) 1,365
Other Principal Government Grants:
National Non Domestic Rates 5,138
Housing Benefit Subsidies 36,060
LAA Performance Reward Grant 174
Housing Revenue Account Subsidy 3,116
Housing Capital Receipts 525
Non — Housing Capital Receipts 351
Precepts:
East Sussex County Council 42,682
Sussex Police Authority 5,100
East Sussex Fire Authority 3,032
Town & Parish Councils 2,569
East Sussex County Council pension fund 2,045
contributions
Wave Leisure Ltd 749
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Note 18. Movement of Fixed Assets

Intangible Fixed Assets

GBV at 1 April 2009
Additions

Disposals

GBV at 31 March 2010

Amortisation:

Balance at 1 April 2009
Charge for Year
Disposals

Balance at 31 March ‘10
Net Book Value

as at 31 March 2010

HRA
General Fund

GBV = Gross Book Value

Software Wave Sea Other TOTAL

Licences Leisure Defence Assets
Trust

£'000 £'000 £'000 £'000 £'000

1,421 54 110 716 2,301

66 1 - 101 168

1,487 55 110 817 2,469

722 48 39 716 1,525

202 2 8 101 313

924 50 47 817 1,838

563 5 63 0 631

1 - - - 1

562 63 - 630

563 63 0 631

Continued overleaf....
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TANGIBLE FIXED ASSETS Council Other Land Vehicles, Infrastruc- Community TOTAL Non-
Dwellings & Building Plant ture Assets Assets Operational
& Equipment Assets
£'000 £'000 £'000 £'000 £'000 £'000 £000

GBV at 1 April 2009 195,218 36,550 6,330 10,250 2,001 250,349 13,473
Classification Changes - 10,058 10,058 (10,058)
Revaluations 6,252 (2,040) - - 325 4,537 (164)
Additions 2,993 883 290 - 128 4,294 1
Disposals (485) (70) (488) - (150) (1,193) -
GBYV at 31 March 2010 203,978 45,381 6,132 10,250 2,304 268,045 3,252
Depreciation at 1 April ‘09 6,670 4741 3,518 8,110 - 23,039 -
Revaluation - a77) 177

Charge for Year 2,351 1,017 506 257 - 4,131 -
Disposals (22) (22) (471) - - (505) -
Total at 31 March 2010 8,999 5,569 3,553 8,367 - 26,488 -
NBV at 31 March 2010 194,979 39,812 2,579 1,883 2,304 241,557 3,252
HRA 193,879 8,005 336 1,178 7 203,405 -
General Fund 1,100 31,807 2,243 705 2,297 38,152 3,252
NBV = Net Book Value 194,979 39,812 2,579 1,883 2,304 241,557 3,252

Intangible Fixed Assets

These are recognised under Financial Reporting Standard 10 as ‘non-financial fixed assets that do not have physical substance but are
identifiable and are controlled by the entity through custody or legal rights’. Typically, these assets relate to computer software licences,
which are depreciated to the Income and Expenditure Account over a period of seven years, or such lesser period as appropriate to the

software.
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Estimated Depreciation Periods

Financial Reporting Standard 15 — Tangible Fixed Assets, which is
applicable from 1 April 2000, requires all tangible fixed assets to be
depreciated based on the remaining useful life. Assets are being
depreciated on the following basis:

Council Dwellings - Major Repairs Allowance used as a proxy for
calculated depreciation

Land - No depreciation

Buildings - Asset lives determined as part of an independent
valuation exercise

Heavy vehicles - 10 years

Other vehicles - 5-7 years

Play area equipment - 12 years

Coast Defences - 20 years

Note 19. Fixed Assets Valuation

The General Fund and HRA land and buildings fixed assets have
been independently valued by DVS (the commercial arm of the
Valuation Office Agency, HM Revenue & Customs), in accordance
with the RICS Appraisal and Valuation Standards 5th Edition as
published by the Royal Institution of Chartered Surveyors, so far as
these are consistent with the agreed requirements.

Where agreed departures have been made from the RICS Appraisal
and Valuation Standards 5th Edition, these have been made on a
prudent and consistent basis.

The fixed assets valuation date for the General Fund was 1 April
2009 and for the Housing Revenue Account 1 April 2005. The
Housing Revenue Account fixed assets are subject to an annual
desktop revaluation review at 1 April each year. The next full fixed

assets valuation for the General Fund is 1 April 2014 and for the
Housing Revenue Account 1 April 2010.

The basis of valuation of all classes of fixed assets are as set out in
the Statement of Accounting Policies.

Note 20. Revenue Expenditure Funded from Capital Under

Statute (REFCUS)

Legislation allows some expenditure to be classified as capital for
funding purposes when it does not result in the expenditure being
carried on the Balance Sheet as a fixed asset. The purpose of this is
to enable it to be funded from capital resources rather than be
charged to the General Fund and impact on that year’s council tax.
Such expenditure is charged to service revenue accounts, with
associated grants and funding contributions being credited as
revenue income. The following items have been accounted for in this
way in 2009/10:

2008/09  2009/10

£000 £000

Private Sector Housing Grants 747 594
Private Sector Energy Grants 212 177
Crime and Disorder Scheme 33 6
Other Grants 25 52
Total 1,017 829
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Note 21. Information on Assets Held Note 22. Financial Instruments

Fixed assets held by the Council include the following at 31 March: (a) Financial Liabilities held at Amortised Cost

5009 5010 Short-term
Type of Assets no. no. 2009
Council Dwellings - HRA 3,258 3252 Resta Resta-
Council Dwellings - General Fund 5 5 '-ted 2,010 ,ted 2,010
Shared Ownership Dwellings 9 9 . £000  £000  £000  £000
. : Borrowing 5,000 5,000 109 109
Private Sector Leasehold Dwellings 6 3 0 ional di ; ’ 4397 4111
Council Garages 752 752 perational Creditors - - ' '
Civic Offices 5 5 Bank Overdraft - - - -
Depots 2 > Total 5000 5,000 4,506 4,220
Community Recycling Centre 1 1
Car Parks 39 39 Long-term
Public Conveniences 16 16 A@0eued interest is included within the value of borrowing shown
Downs Leisure Centre & Seahaven Pool 2 2 above. The outstanding principal for long term loans was £5m at
Parks and Gardens 1 1 both 31 March 2009 and 31 March 2010, with the accrued interest
Recreation Grounds 16 16 shown as short-term borrowing in accordance with the SORP.
Public Halls 1 1
Cemeteries 2 2 Operational creditors are analysed as follows:
Newhaven Enterprise Centre 1 1
Industrial Units 97 97
Vehicles owned 91 75 Restated 2010
Cars leased 60 64 £000 £000
Leasehold Flats 244 246 Government Departments 1,393 1,161
Other Local Authorities 684 1,085
Sundry Creditors 2,320 1,865
Total 4,397 4,111
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In addition to the operational creditors shown previously, the

following receipts in advance and other non contractual liabilities,
which are not classed as Financial Instruments, are included within

the Balance Sheet.

Operational debtors are shown gross before bad debt provision is

applied (this is classed as an impairment loss below).

Operational debtors are analysed as follows:

2009

Restated 2010

£000 £000

Government Departments 1,983 2,646
Other Local Authorities 241 485
Housing Rents 337 314
Sundry Debtors 3,082 2,495
5,643 5,940

In addition to operational debtors above, the following debtors and
Provision for Doubtful Debts, which are not classified as Financial

Instruments, are included within the balance sheet.

2009 2010
Restated £000

£'000
HM Revenue and Customs 1,299 358
Council Taxpayers 255 268
Provision for Doubtful Debts (830) (723)
724 (97)

2009
Restated 2010
£000 £000
Council Taxpayers 144 146
Housing Rents 142 136
HM Revenue & Customs 299 289
Total 585 571
(b) Loans and Receivables at Amortised Cost
Long-term Short-term
2009
Resta-
2009 2010 ted 2010
£'000 £'000 £'000 £'000
Investments 2,106 735 4,120 5,219
Mortgages 38 35 - -
Loans to Individuals 75 84 - -
Operational Debtors - - 5,643 5,940
(gross)
Cash at bank . . 1,790 3,239
Total 2,219 854 11,553 14,398

The Council Taxpayers debtors and creditors tables show the Lewes
District Council element of the Collection Fund for both years, the
debtors and creditors relating to the other preceptors are reflected in
the Other Local Authorities amounts in the creditors table above.
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¢) Gains and losses on Financial Instruments

The gains and losses recognised in the Income and Expenditure

Account in 2009/10 are as follows:

d) Fair value of assets and liabilities carried at Amortised Cost

Financial liabilities and financial assets represented by loans and
receivables are carried in the Balance Sheet at amortised cost. Their
fair value can be assessed by calculating the present value of the
cash flows that will take place over the remaining term of the
instruments, using the following assumptions:

e Estimated fair values have been calculated using the
equivalent market interest rates as at 31 March 2010

e Early repayment or impairment is not recognised

e Fair values are based on the comparable new
borrowing/deposit rate for the same financial instrument from a
comparable lender. A consistent approach has been applied
to assets and liabilities.

e The fair value of operational liabilities and receivables is taken
to be the invoiced or billed amount.

31 March 2009 31 March 2010

Carrying Fair Carrying Fair

Amount Value Amount Value

£000 £000 £000 £000

Financial Liabilities 9,506 10,256 9,220 9,777

Financial Financial
liabilities assets Total
£'000 £000 £'000

Interest cost 243 - 243
Interest payable and similar 243 - 243
charges
Interest income - (397) (397)
Gains/losses on derecognition - - -
Interest and investment income - (397) (397)
Net (gain)/loss for year 243 (397) (154)
Comparative information for 2008/09 is as follows:

Financial Financial

liabilities assets Total

£'000 £'000  £'000

Interest cost 396 - 396
Interest payable and similar 396 - 396
charges
Interest income - (967) (967)
Gains/losses on derecognition - - -
Interest and investment income - (967) (967)
Net (gain)/loss for year 396 (967) (571)

The fair value of the Council’s long-term borrowing has been
calculated with reference to the nearest equivalent SWAP rate
(source Bloomberg) based on the mid rate for 31 March — the lender
was unable to provide a fair value directly. It exceeds the carrying
amount because the interest payable is more than the rates available
for similar loans at 31 March. This commitment to pay interest above
current market rates increases the amount that the Council would
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have to pay if the lender requested or agreed to the early repayment
of the loans.

31 March 2009 31 March 2010
Carrying Fair  Carrying Fair
Amount Value Amount Value
£000 £000 £000 £000
Financial Assets 13,772 13,615 15,253 15,409

The fair value is more than the carrying amount because the
Council’s investment portfolio includes a number of fixed rate
investments where the interest receivable is more than the rates
available for similar loans at the Balance Sheet date. This guarantee
to receive interest above current market rates increases the amount
that the Council would receive if it agreed to the early repayment of
the investments.

e) Risks arising from Financial Instruments

The Council’s activities expose it to a variety of financial risks:
e Credit risk — the possibility that other parties might fail to pay
amounts due to the Council.
e Liquidity risk — the possibility that the Council might not have
funds available to meet its payment commitments.
e Market risk — the possibility that a financial loss might arise for
the Council as a result of movements in interest rates.

The Council’s annual Treasury Management Strategy (last updated
in February 2010) focuses on these risks and seeks to minimise
potential adverse effects on the resources available to fund services.
The Council provides written principles for overall risk management
as well as written statements within its treasury management
strategy covering interest rate risk, security of capital, and liquidity of
investments.

(i) Credit Risk arises from deposits with banks and other financial
institutions, as well as credit exposure to the Council’'s customers.

Investments are not placed with credit rated banks and other
financial institutions unless certain criteria are met at the time that the
deposit is made. Deposits in banks and building societies are
currently limited to UK banks and building societies that have
minimum Fitch (or equivalent) credit ratings of ‘A+’ long term and ‘F1’
short term. Deposits are allowed for periods up to 3 years’ duration
with a £3m exposure limit per institutional group.

The following table lists outstanding fixed term deposits and
investments at 31 March 2010 and indicates the credit rating of
each institution at the date that this statement was prepared. The
table excludes the Council’s deposit with Landsbanki Islands hf, an
Icelandic bank which entered administration in October 2008. For an
explanation of this deposit see Note 5. p28.

Royal
Bank of Bank of Barclays
Scotland Scotland Bank plc
plc plc
Country UK UK UK
Long Term Rating* AA- AA- AA-
Short Term Rating* F1+ F1+ F1+
Amount Invested Total

Maturity period
: 3to 6 months 1,000 1,000
: 6 to 12 months 1,000 1,000
: Over 12 months ) ) } -
Total invested 1,000 2,000 2,000 5,000
* credit ratings as at 20 June 2010

Lewes District Council Statement of Accounts 2009/2010

Page 44



Notes to the core financial statements

By following the ongoing investment strategy outlined above, the
maximum exposure to default in respect of bank deposits is
estimated to be minimal.

In respect of amounts receivable from our customers, the Council's
collection performance is extremely high (over 98.3% for council tax
collection, for example). Each year an assessment is made of the
potential maximum level of default against the amount owed for each
class of debt (council tax, business rates, rents, sundry debtors). This
assessment takes into account both age and value of individual
debts. Note (b) shows the total value of customer debt at the year
end, along with the bad debt provision that we have made. The
aggregate of investments, mortgages, debtors and cash shown in (b)
above represents the Council's maximum exposure to default.

(i) Liquidity Risk. As the Council has ready access to borrowings
from the Public Works Loans Board, there is no significant risk that it
will be unable to raise finance to meet its commitments under
financial instruments. Instead, the risk is that the authority will be
bound to replenish a significant proportion of its borrowings at a time
of unfavourable interest rates.

The maturity analysis of financial liabilities at 31 March is as follows:

2009 2010

£'000 £'000 %rate
Maturing within 1 year - - -
Maturing within 1 to 2 years - - -
Maturing within 2 to 5 years - - -
Maturing within 5 to 10 years - - -
Maturing after 10 years 5,000 5,000 4.5

The liability which is shown as maturing after 10 years is a single
loan. This is a Lenders Option Borrowers Option loan, which has a
final maturity date in April 2054. The rate of this loan is currently

4.5% and the Lender has the option to review and increase the loan
rate every four years from 2012. If, at a review date, the lender
proposes to increase the rate, then the Council can exercise its
option to repay the loan. The Council would either take a
replacement loan from the PWLB or bank or reduce the money
available for investment at that time.

All trade and other payables are due to be paid in less than one year.

(iif) Market risk — interest rate risk
The Council is exposed to some risk in terms of its exposure to
interest rate movements on its borrowings and investments.
Movements in interest rates have a complex impact on the Council.
For instance, a rise in interest rates would have the following effects:
e borrowings at fixed rates — the fair value of the liabilities
borrowings will fall
e investments at fixed rates — the fair value of the assets will fall.

Borrowings are not carried at fair value, so nominal gains and losses
would not impact on the Income and Expenditure Account or
Statement of Total Recognised Gains or Losses.

The Council carries out its borrowing and investment activity within
parameters set out in its approved Treasury and Investment
Strategies, which assess interest rate exposure to feed into the
annual budget process. The Council currently assumes an interest
rate of 0.5% for new deposits within its base budget and holds an
Interest Equalisation Reserve to smooth out fluctuations in the rate
achieved. In this way, the funding of core services is less exposed to
interest rate risk. Interest rate and investment income forecasts are
updated regularly throughout the year, allowing significant changes
to be reflected in updated budget projections.

No new long-term borrowing is expected in 2010/11.
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(iv) Market risk — price and foreign exchange risk

The Council does not invest in equities and is not, therefore, exposed
to losses arising from movements in share prices. Similarly the
Council has no financial assets or liabilities denominated in foreign
currencies, and has no exposure to loss arising from movements in
exchange rates.

Note 23. Stocks and Works in Progress

2008/09 2009/10

£'000 £000

Waste and Recycling Centre 59 39
Tourist Information Centres 16 29
Newhaven Fort 7 6
Miscellaneous Stocks 11 11
Total 93 85

Note 24. Government Grants and Contributions Deferred

The net decrease of £1.309m on this account during 2009/10 is

analysed by the following movements:

Released

to Income

and

Expend

Additions Account

£000 £000

Coast Protection - (106)
Kerbside Recycling - (29)
Private Sector Housing 695 (695)
Information Technology 5 (103)
Leisure & Recreation 90 (84)
Council Housing 84 (35)
Newhaven Fort 34 (387)
Denton Island 43 (14)
Crime & Disorder 6 (6)
Other Properties & Services 99 (1,256)
1,056 (2,365)

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 added to this account. Amounts are released
to services within the Income and Expenditure Account over the
useful life of the asset to match the depreciation charged on the
asset to which it relates. A reduction in the value of an asset which
had been financed by a grant or contribution triggers a corresponding
amount to be released to the Capital Adjustment Account.
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Note 25. Financial Instruments Adjustment Account

2009/10

£000 £000
Balance at 1 April 1,073 841
Premiums written out to General Fund - -
Revenue Account
Loan Repayment Discounts (43)
Loan Premiums Amortised (278) (212)
LOBO Restatement to Amortised Cost (73)
Transfer of impaired investment 162 103
Balance at 31 March 841 732

The Financial Instruments Adjustment Account (FIAA) records the
timing differences between the rate at which gains and losses are

recognised under the SORP and the rate at which debits and credits

are required to be made against council tax.

ROBM%ons issued in February 2009 allow the Council not to charge
amounts relating to impaired investments to the General Fund. Such
amounts are instead transferred to the FIAA, an account that records

the timing differences between charging these amounts to the

General Fund in accordance with proper practice and in accordance

with the regulations. The Council has taken advantage of the
regulations and transferred the amount shown in the table above in
respect of its investment with Landsbanki Islands hf.

Under the regulations, the Council must transfer the balance on the

FIAA to the General Fund no later than 31 March 2011, and must
also credit the FIAA with interest earned until such time as the
balance has been transferred to the General Fund. The Council
estimates that the following credits will be made to the FIAA:

£000

Balance at 31 March 2010 265

Transfers during 2010/11 (265)

Balance at 31 March 2011 -
Note 26. Development Contributions

2008/09 2009/10

£000 £000

Balance at 1 April 1,952 2,345

Received in year 1,033 1,775

Applied in year (640) (1,033)

Balance at 31 March 2,345 3,087

Capital contributions received from private developers and
individuals under planning agreements are held in this account until
they are applied to finance the capital schemes to which they relate.
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Note 27. Revaluation Reserve Capital Adjustment Account
2008/09  2009/10 2009/10
£000 £000 Bal f Capital Fi ing A 218J[3801()?>0
Balance at 1 April 14,962 3,291 alance of Capital Financing Account :
Revaluation Gains & Adjustments 1,651 10,889 Flnlancmg fOf Capital dependlltgre_ 3,980
Revaluation Losses (43,472) (6,517) Re_ease o] (_3rants and Contributions 2,365
Revaluation Losses in Excess of 30,770 5,565 Major R?pa"s Allowance transfer (2,828)
Available Reserve Asset Dlsposals (687)
Reversal of Prior impairment ) (6,156) Deprema.tlon on Current Asset Values 215
Disposals (534) ) Revalua_tlo_n Adjustment _ 175
Depreciation on Revaluation Gains (86) (215) Appropriation to Income & Expenditure A/C __(A779)
Balance at 31 March 3,291 6,857 Balance at 31 March 220,254
The Reserve records the accumulated gains on the fixed assets The Capital Adjustment Account contains the amounts which have
held by the authority arising from increases in value, as a result been set aside from capital receipts for the repayment of external
of inflation or other factors (to the extent that these gains have loans and the amount of capital expenditure financed from revenue
not been consumed by subsequent downward movements in and capital receipts. It also contains the difference between the
value). amounts provided for depreciation and that required to be charged to
The Reserve is also debited with amounts equal to the part of revenue to repay the principal element of external loans. This
depreciation charges on assets that have been incurred only account cannot be called upon to support either capital or revenue
because the asset has been revalued. On disposal, the spending.
Revaluation Reserve balance for the asset disposed of is - . : . .
written out to the Capital Adjustment Account. The overall Financing of capital expenditure comprises:
balance on the Reserve thus represents the amount by which 2009/10
the current value of fixed assets carried in the Balance Sheet is £000 £000
greater because they are carried at revalued amounts rather Major Repairs Reserve 2,287 2,506
than depreciated historical cost. Capital Receipts 1,253 464
Whilst these gains arising from revaluations increases the net Revenue — General Fund 916 598
worth of the authority they would only result in an increase in Revenue — HRA 331 412
spending power if the relevant assets were sold and capital 4,787 3,980

receipts generated.
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Note 28. Usable Capital Receipts Reserve Note 30. Analysis of Net Assets
2009/10 The table below gives a notional split of the value of Net Assets
£000 £000 between the General Fund and Housing Revenue Account. For
Balance at 1 April 3,105 2,819 operational reasons the management of investment, borrowing and
Capital Receipts in year 1,369 876 day to is carried out on a pooled basis and General Fund and HRA
Contribution to Government Pool (402) (387) elements are not separately identified. For this reason, the details
Used for Capital Financing (1,253) (464) shown below should be taken to be an approximate guide.
Balance at 31 March 2,819 2,844 31 March
. ) ) 2010
The balance on this reserve represents the value of capital receipts £000
available to finance future capital expenditure. Further details of the General Eund 8131
Contri;;tion to the Government Pool are included at Note 14 on Housing Revenue Account 200:989
page 2°. Net Assets 209,120
Note 29. Deferred Capital Receipts
2009/10
£000 £000
Balance at 1 April 17 7
%%4995 applied in year (10) (3)
Balance at 31 March 7 4
Deferred Capital Receipts are derived from the sale of assets
which will be received by instalments over agreed periods of
time. This account records the balances outstanding on
mortgages granted on sold Council Houses.
2008/09 Continued overleaf....
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Note 31. Earmarked Reserves

Ref

1 Budget Carry Forward

2 Building Control
Charging Scheme

3 Change Management
and Capacity Reserve

4 Clean and Green
Reserve

5 Community Grants

6 Concessionary Travel
Reserve

7 Corporate Building
Repairs

8 Financial Systems

9 Housing Benefit
standards and
improvements

10 Housing Development

Purpose

Where a project or service, which was to have been
funded from a revenue budget, has not been
completed at the year end, the unspent budget can,
if required, be carried forward to fund that project or
service in the following year.

Regulations require defined elements of building
control function to break-even over time. Trading
account prepared to cover these items, with annual
surplus/deficit added to/funded from this reserve.
Supports the Council's flexible retirement policy and
assists with the budget realignment exercise.

Holds balance of non-recurring funding originally set
aside to fund 'clean and green' initiatives.

Available to fund grants to community organisations
(closed in year).

Provides resources for potential fluctuations in
service payments and to settle claims for additional
operator reimbursement as provided for in
legislation.

Provides source of funding for repairs to Council
offices etc.

Balance of amount initially earmarked to fund
replacement of financial systems, not to be used to
fund future development, etc.

Provides resources for the Finance Department's
Benefits Service

Funds to pay for the GF costs of a housing transfer if
that is the tenants' fugue housing options appraisal
choice.

Balance
1 April
2009
£'000
323

55

1,166

128

766

158

411

195

Add
Contribution
in year
£'000

335

. (see note)
808
40

(see note)

(500)

50

68

Less
Used
in year
£'000
323

10

71

50

49 266

72

Balance
31 March
2010
£'000
335

45

1,903

118

159

407

195
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Ref
11

12

13

14

15

16

17

18

19

20

21

Insurance

IT Replacement
Equipment
Leisure Buildings
Repairs

Leisure Trust

All Weather Pitch
Reserve

Leisure Trust Buildings
Maintenance
Newhaven Enterprise
Centre Reserve

Partnership Fund

Housing and Planning
Delivery Grant

Major Planning
Applications Reserve
Private Sector Leasing

Purpose

Held for two main purposes:

- to fund liability arising from insolvent run-off of
Municipal Mutual Insurance

-to fund 'excess' element of insurance claims
Provides source of funding for IT replacement
programme.

Funding for works to facilities, parks and open
spaces managed by Community Services.
Available to fund future obligations under the
operational arrangement.

Provides for replacement of Pitch at the end of its
useful life.

Available to fund client maintenance obligations

Holds annual contributions for future replacement of
equipment, etc as required by SEEDA (which funded
the construction of the Centre)

Provides finance to support projects where the
Council is the lead partner and working with external
agencies, community organisations, etc. Projects
address Council service objectives and can be
revenue or capital.

Balance of Grant received from Government which is
available to fund specific Planning department
initiatives over a number of years.

Provides additional resources required to process
major planning applications when they arise.
Funding for repairs to properties (if required) when
they are returned at the end of the lease period.

Balance
1 April
2009
£'000
209

12
108
80
20
128

13

24

292

50

73

Add
Contribution
in year
£'000

26

62
67
80
21
130

14

85

Less
Used
in year
£'000
95

50

62

224

11

133

68

Balance
31 March
2010
£'000
140

24

113

160

41

34

27

13

244

56
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Notes to the core financial statements

Ref
22

23

24

25

26

27

28

29

30

31

Recycling Reserve

Rent Deposit
Guarantee Scheme

Revenue Equalisation
and Asset Maintenance

Southover Grange
Improvements
Vehicle Replacement
Reserve

Denton Island
Reclamation
Newhaven Fort
Refurbishment
West Quay
Development
Maintenance Funds

Total Reserves

Purpose

Holds the balance of resources made available for
expanding the recycling service, pending their use,
and also used to smooth out fluctuations in recycling
income within the base budget.

This fund helps prevent homelessness by providing
selected applicants with a rent deposit that is
repayable.

Held for two main purposes:

- to fund items of regular expenditure which are not
of an annual nature eg District Elections

- to fund backlog asset maintenance needs of non-
housing property.

Provides source of funding for future works at
Southover Grange, Lewes

Provides source of funding for the approved vehicle
replacement programme

Reserve to fund expenditure on the Denton Island
regeneration project.

Reserve to fund expenditure on the refurbishment of
Newhaven Fort.

Reserve to fund expenditure on the West Quay
regeneration project.

Amounts paid to the Council by third parties for
specific purposes eg future maintenance of parks
and open spaces; repairs to properties containing
leasehold flats; graves maintenance

Balance Add Less Balance

1 April Contribution Used 31 March

2009 in year in year 2010

£'000 £'000 £'000 £'000

275 48 4 319

13 13 -

2,157 (see note) 616 2,396
- 855

41 - 41

1,059 292 27 1,324

74 - 74

19 4 15

48 - 48

217 . 35 21 231

8,128 2,525 1,908 8,745

Note: £500,000 has been transferred from the Concessionary Travel Reserve into the Change Management and Capacity Reserve (£200,000 at

line 3) and the REAM Reserve (£300,000 at line 24)
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Note 32. Major Repairs Reserve

2008/09 2009/10

£'000 £'000

Balance at 1 April 355 329
Received in year 2,736 2,637
Applied in year (2,762) (2,506)
Balance at 31 March 329 460

This reserve is used by the Housing Revenue Account (HRA) to
finance repairs to the Council’s housing stock. It receives the value
of depreciation charged to the HRA, and applies this to finance
HRA capital expenditure. This reserve is also used to adjust for
the difference in the HRA between the actual depreciation charged
and the actual amount of major repairs allowance received from
Government as part of HRA subsidy.

Note 33. Contingent Liabilities and Assets

The Council has given a legal undertaking guaranteeing that it will
make good any deficit owing to the East Sussex Pension Scheme
by Wave Leisure Ltd, the charitable company established to
operate the Council’s indoor leisure facilities from 1 April 2006.
The terms of this undertaking are set out in the pension agreement
between the two organisations. As at 31 March 2010 the pension
liability of Wave Leisure was £483,000.

The Council has made three successful claims on HM Revenue
and Customs (HMRC) in respect of overpaid VAT output tax in
periods before November 2006. In settling these claims, HMRC
has paid interest amounting to £548,000 without compounding the
amount due. The Council has instigated proceedings against
HMRC for the payment of interest on a compound basis.

In July 2010 the Government revoked the statutory fee for a
personal search of the Local Land Charges Register. It opened the

door for individuals and property search companies potentially to
seek refunds from local authorities for past fees on the basis that
such charges were not compatible with the Environmental
Information Regulations introduced in 2005. The Local Government
Association is seeking a commitment from Government to
compensate local authorities for the financial impact of this change
and as a result it is not currently possible for the Council to quantify
the costs, if any, which it might incur.

Note 34. Capital expenditure

As at 31 March 2010 the Council was contractually committed to
capital works amounting to approximately £0.140m. In addition
there were a number of minor continuing projects.

Note 35. Reconciliation of net cash flow

2008/09 2009/10
£'000 £'000
(Surplus)/Deficit for year
- General Fund (160) (46)
- Housing Revenue Account 71 500
(89) 454
Non-Cash transactions
- Changes in reserves (1,659) (1,720)
- Capital financing (1,324) (3,420)
(2,983) (5,140)
Items on accruals basis
- Changes in stocks 19 8
- Changes in net revenue debtors/creditors 3,698 577
3,717 585
Other items not classified as Revenue Cash
- Interest paid (386) (242)
- Interest received 916 859
530 617
Net Revenue Cash 1,175 (3,484)
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Note 36. Analysis of Government Grants

2009/10
£000 £'000
Housing Subsidy (net) (3,013) (3,116)
Housing Benefits Admin. 673 748
Planning Delivery 83 85
Disabled Facilities 340 345
Crime & Disorder Reduction 83 61
Local Authority Business Growth 99 96
Incentive / Area Based Grant
Homelessness 81 81
DWP Housing Benefit Subsidy 27,622 35,275
Discretionary Housing 36 37
Private Sector Housing Renewal Grant 184 320
Other Minor Grants 87 236
DEFRA Air Quality 41 27
Concessionary Travel Grant 214 219
DEFRA Contaminated Land Grant 88 88
2008/09 26,618 34,502

Note 37. Management of Liquid Resources (in Cash Flow
Statement)

2008/09 2009/10

£000 £000

Balance at 1 April 10,320 3,627
Balance at 31 March 3,627 4,695
Movement in year (6,693) 1,068

Liquid resources included in the table above comprise Short Term
Investments, money due from Government for NNDR overpaid to
the Pool (within Debtors) and money due to major precepting
authorities for council tax surplus (within Creditors).

Note 38. Analysis of Financing

2008/09 2009/10
£000 £'000
Balance at 1 April
- PWLB (short) - -
- PWLB (long) 3,001 -
- Market Loan 5,171 5,109
8,172 5,109
Balance at 31 March
- PWLB (short) - -
- PWLB (long) - -
- Market Loan 5,109 5,109
5,109 5,109
Movement in year 3,063 0

The Council’s financing is analysed as Short Term Borrowing and
Long Term Borrowing in the balance sheet. The opening and
closing values and the movement in the year are shown above.

Note 39. Movement in Cash (in Cash Flow Statement)

2008/09 2009/10

£000 £'000

Balance at 1 April 67 (1,790)

Balance at 31 March (1,790) (3,239)

Movement in year (1,857) (1,449)
Net (increase)/decrease in cash

The Council’s cash is recorded in the balance sheet as either Cash
In Hand or Cash Overdrawn. The opening and closing values and
the movement in the year are shown above.
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Housing Revenue Account and supporting notes

2008/09
£000

11,620
372
1,010
402
139

13,543

3,608
2,879
210
2,996
56

32,705

476
(47)

44

45

42,972

29,429

713

30,142

(213)
466
(169)

81

165

30,307

INCOME

Dwelling Rents (Gross)
Non-Dwelling Rents (Gross)
Charges for services and facilities
Contributions towards expenditure
Community amenities contribution
Total Income

EXPENDITURE

Repairs and Maintenance

Supervision and Management

Rents, Rates, Taxes and other charges
Housing Revenue Account Subsidy Payable
Increase in provision for doubtful debts
Depreciation/impairment of fixed assets

- Dwellings

- Non-Dwellings

Government Grants & Contributions Deferred
Debt Management Expenses

Supporting People Transitional Protection
Transfer to the General Fund

- Rent Rebates Subsidy Limitation

Total Expenditure

Net Cost of HRA Services shown in whole Council Income and Expenditure Account

HRA services share of Corporate and Democratic Core
Net cost of Housing Revenue Account Services

Gain on sale of HRA fixed assets

Interest payable and similar charges

Interest and investment income

Pensions interest cost and expected return on
pensions assets

Deficit/(surplus) for the year on HRA services

2009/10
£000

11,732
383
1,123
404
140

3,915
2,984
184
3,116
18

(3,444)
490
(35)
48
33

2009/10
£000

13,782

(6,473)
440

7,309
(192)

217

(41)

184

(6,033)

168

(5,865)
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2008/09
£'000

30,307

(30,236)

71

(3,046)

(2,975)

Deficit/(surplus) for the year on the
HRA Income and Expenditure Account
Net additional amount required by
statute to be debited or (credited) to
the HRA Balance for the year (see
table to right)

Decrease in HRA Balance for the year
Housing Revenue Account Balance
brought forward

Housing Revenue Account Balance
carried forward

2009/10
£'000

(5,865)

6,365

500

(2,975)

(2,475)

2008/09
£000

(30,445)
47

213
(534)

(30,719)

(476)
279
331

349

483

(30,236)

Statement of Movement on the Housing Revenue
Account Balance Reconciling items

Amounts included in the HRA Income and
Expenditure Account but required by statute to be
excluded when determining the Movement on the
Housing Revenue Account Balance for the year
Reversal of prior year impairment net of current year
impairment

Amortisation of Government Grants and contributions
deferred.

Gain on Sale of HRA fixed assets

Amount by which pension costs calculated in
accordance with SORP are different from the
contributions due under the pension scheme
regulations.

Amounts not included in the HRA Income and
Expenditure Account but required to be included
by statute when determining the Movement on the
HRA Balance for the year Housing Revenue
Account Balance for the year

Transfer (from) Major Repairs Reserve

Amortisation of premiums and discounts

Capital expenditure charged in-year to the HRA
Balance

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

Net additional amount required to be credited to
the Housing Revenue Account balance for the year

2009/10

£000

5,782
35

192
(387)

5,622

(190)
212
412

309

743

6,365
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Housing Revenue Account and supporting notes

Note 1. Financial Framework

A Housing Revenue Account is maintained in accordance with the
statutory obligation to account separately for local authority
housing provision, as defined in particular in Schedule 4 of the
Local Government and Housing Act 1989. This account records
the major elements of housing revenue expenditure, e.qg.
maintenance, administration and capital financing costs, and how
these are met by rents, subsidy and other income.

Note 2. Stock of Social Housing at 31 March

2009 2010
Houses & Bungalows
-1 bedroom 213 213
-2 bedrooms 649 648
-3 bedrooms 907 905
“4 bedrooms 64 64
-5 bedrooms 3 3
-6 bedrooms 1 1

1,837 1,834
Flats
- bedsits 134 134
"1 bedroom 708 707
-2 bedrooms 526 524
-3 bedrooms 49 49
“4 bedrooms 4 4

1,421 1,418
Total stock 3,258 3,252

In addition the Council had, at the same date, shared ownership
arrangements covering 8 properties and 1 property (partly) sold
under the Right to Buy.

Note 3. Value of HRA Assets

2008/09 2009/10
£000 £000
Intangible assets 2 0
Operational assets
- dwe”ings 187,560 193,879
- garages 6,902 5,976
- other 1,345 2,365
Community assets 7 7
Infrastructure assets 1,281 1,178
Non-operational 1,177 0
198,274 203,405

The value of HRA assets is included within the balance sheet on
page 22. The change in the valuations arose following an interim
desktop valuation update by the Council’'s appointed valuer.

The vacant possession value of dwellings within the Housing
Revenue Account at 1 April 2009 was £414.8m as valued by
District Valuer Services, compared with a value of £187.6m for its
existing use as social housing. The difference of £227.2m
represents the cost to the government of providing housing at less
than open market rents. The reduction applied to the April 2005
Valuation to reflect use as Social Housing was 45%.
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Note 4. Depreciation

Depreciation of the housing stock has been calculated using the
methodology of the Major Repairs Allowance. This is based on the
annual cost of replacing individual building components, such as
windows, kitchens and heating systems, as they reach the end of
their useful life.

Additional depreciation has also been included in respect of non-
dwelling assets.

Note 5. Major Repairs Reserve

2008/09 2009/10
£000 £000
Balance at 1 April (355) (329)
Depreciation
- housing stock (2,260) (2,338)
- other HRA assets (476) (490)
Financing of capital expenditure 2,286 2,506
(dwellings)
Transfer to HRA 476 490
Balance at 31 March (329) (161)

This account was established by the Local Authorities (Capital
Finance and Accounts) Regulations 2000 in order to channel the
funds made available through the Major Repairs Allowance
(equivalent to the depreciation of the stock — see Note 4 above)
into capital expenditure on HRA property. The movements on the
account show that a balance has been retained to finance future
capital expenditure.

Note 6. Funding of Capital Expenditure

2008/09 2009/10
£000 £'000
Expenditure:
- houses 2,585 2,795
- equipment & other 373 410
2,958 3,205
Funding:
- repairs reserve 2,286 2,506
- revenue account 331 412
- borrowing 259 259
- capital receipts 5 2
- leaseholder funds 37 18
- grants 40 N
- other contributions - 8
2,958 3,205
Note 7. Capital Receipts
2008/09 2009/10
£'000 £'000
Sale of council houses (right to buy) 448 475
Sale of council houses (right to 60 -
mortgage)
Housing Land Easement 54 -
Repayment of right to buy discount 23 a7
Repayment of HRA mortgages 10 3
595 525
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Note 8. Analysis of Housing Revenue Account Subsidy
Payable

2008/09
£000 2009/10

Major repairs allowance 2,260 £0 638
Management & maintenance 4,982 ,098
allowance

Capital charges allowance 1,037 584
Total allowances 8,279 8,320
Less: assumed rent (11,273) (11,435)
Less: other income (2) (1)
Total assumed income (11,275) (11,436)
Net HRA subsidy payable to (2,996) (3,116)
Government

Each year Government determines the value of allowances it will
pay to each housing authority and the value of income it assumes
each housing authority will raise from its own resources.

The difference between the two is either the value of subsidy
receivable or the value of the subsidy payable by the housing
authority.

As the table shows, Lewes District Council is a net contributor to
the national housing pot held and distributed by Government.

Note 9. Rent Arrears

Current tenants:

- dwellings
- garages

Former tenants:
- dwellings

- garages
Total arrears at 31 March
Provision for bad debts

Value of write offs in year

2009 2010
£000 £'000
217 201
1 1
218 202
108 105
2 1
110 106
328 308
234 225
22 34
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Collection Fund Income and Expenditure Account and supporting notes

2008/09 2009/10
£000 £000
INCOME
52,012 Council Tax (Note 1. p60) 53,758
6,564 Council Tax Benefits 7,485
58,576 61,243
19,710 Business Rates (Note 2. p61) 19,828
78,286 81,071
EXPENDITURE
58,172 Precepts (Note 3. p61) 60,490
19,584 Contributions to NNDR Pool 19,700
126 NNDR Cost of Collection Allowance 128
136 Provision for uncollectable amounts 190
- Contribution towards previous year’'s -
estimated surplus
78,018 80,508
(268) (Surplus)/Deficit for the year (563)
(84) Balance at start of year (352)
(352) Balance at end of year (Note 4. p61) (915)

The Collection Fund is managed and administered by Lewes
District Council as the Billing Authority on behalf of the council
taxpayers and business ratepayers within its area.

All sums raised from council tax and business rates are paid into
the Fund.

Payments out of the Fund include contributions to the National Non
Domestic (NNDR) Pool and precept payments to East Sussex
County Council, Sussex Police Authority, East Sussex Fire

Authority, Lewes District Council and the Town and Parish
Councils to fund their respective net service requirements.

Note 1. Council Tax

The average Band D Council Tax for 2009/10 was £1,597.89 as
follows

£

Lewes District Council 187.72
Town/Parish Councils (average) 67.87
East Sussex County Council 1,127.49
East Sussex Fire Authority 80.08
Sussex Police Authority 134.73
1,597.89

The estimated tax base for the year, which is the number of
chargeable dwellings in each Council Tax valuation band adjusted
for applicable discounts and possible losses on collection,
expressed as Band D equivalent numbers was 37,856 (37,747
2008/09) as shown in the following table.
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Estimated Band D Equivalent

Note 3. Precepts

2008/09 2009/10

£'000 £'000

Lewes District Council 9,299 9,675
East Sussex County Council 41,106 42,683
Sussex Police Authority 4,858 5,100
East Sussex Fire Authority 2,909 3,032
58,172 60,490

Number Ratio Number
Band A 3,133 6/9 2,089
Band B 4,796 719 3,730
Band C 11,260 8/9 10,009
Band D 8,312 1 8,312
Band E 5,000 11/9 6,111
Band F 2,645 13/9 3,820
Band G 2,044 15/9 3,407
Band H 189 18/9 378
Total 37,379 37,856

The actual council tax income receivable in the year, £61.2m was
in line with the estimate.

Note 2. Non Domestic Rates

Non Domestic Rates are organised on a national basis with the
Council’'s role being to collect the rates due and pass them over to
the Government's National Pool. The rate in the pound applied for
2009/2010 was 48.5p reduced to 48.1p for small businesses. The
total rateable value of all businesses in the District was £49.4m at
31 March 2010 (£49.6m at 31 March 2009). The amount of
Mandatory Rate Relief granted in 2009/10 was £1.4m (£1.34m
2008/09), with Small Business Rate Relief being £0.68m (£0.59m
2008/09). The amount of Partial and Empty Property relief was
£0.96m for 2009/10 (£0.36m 2008/09).

Note 4. Collection Fund Balance

This will be returned to taxpayers in future years by reducing the
council tax amounts that the precepting authorities would otherwise

have demanded. The distribution is as follows:

2008/09 2009/10

£000 £'000

Lewes District Council 56 147
East Sussex County Council 248 645
Sussex Police Authority 18 46
East Sussex Fire Authority 30 77
352 915
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| Statement of Responslbllltles for the Statement of Accounts

: Authorrsatlon of Statement of Accounts

The Director of Flnance and Commumty Servrces released this
Statement of Accounts to the Audit Committee for approval on 27
-September 2010. Events between the balance sheet date and 27
September were considered before this Statement of Accounts

- was approved o :

_The Authorlty s Responsrbllrtles

The Authority is requrred to : ' :
~» make arrangements for the proper admlnlstratlon 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 Director of Flnance and
_ .- Community Services. .
& manage its affairs to secure economrc effrcrent and effectlve
- use of resources and safeguard its assets. =
. approve the Statement of Accounts

: Chalr of Audrt Commrttee

(“J” szm

| , Responsrbllltles

The Director of Finance and Community- Servrces

The Director of Finance and Communlty Servrces is responsrble for
the preparation.of the authority’s Statement of Accounts in
accordance with proper practices as set out in the CIPFA/LASAAC
Code of Practice on Local Authorrty Accounting in the United
Kingdom (‘the Code of Practlce ).

" In preparlng thrs Statement of Accounts, the Director of Flnance
and Community Services has:

e selected suitable accountlng policies and then applled them
consistently

¢ made judgements and estrmates that were reasonable and
- prudent :

o complled with the Code of Practlce

- The Director of Flnance and Communlty Services has also ‘

* kept proper accounting records which were up to date
. ‘taken reasonable steps for the prevention and detection of
- fraud and other |rregular|tres o

CHIEF FINANCIAL OFFICER S CERTIFICATE

| certify that the accounts set out on pages 11 to 61 provides a true
and fair view of the financial position of the Council at 31 March
2010 and its income and expendrture for the year ended 31 March

2010 ‘Q
o Gl &e@w&w\b

John Magness, CPFA,
munity Services

Director of Finance and
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Annual Governance Statement

Scope of responsibility

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, and used economically, efficiently and effectively. 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,
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, which is consistent with the principles of the Chartered
Institute of Public Finance/Society of Local Authority Chief Executives (CIPFA/SOLACE) Framework, Delivering Good Governance in Local
Government. A copy of the code is on our website at http://www.lewes.gov.uk/council/3748.asp or can be obtained from the Head of Audit
and Performance, Lewes House, 32 High Street, Lewes, East Sussex BN7 2LX. This statement explains how the Council has complied with
the Code and also meets the requirements of regulation 4(2) of the Accounts and Audit Regulations 2003 as amended by the Accounts and
Audit (Amendment) (England) Regulations 2006 in relation to the publication of an annual governance statement.

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 the activities through which it accounts to, engages with and leads the community. It enables the authority to monitor the achievement of
its strategic objectives and 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 Council’s policies, aims and objectives, to evaluate the likelihood of those risks being realised and the impact should they be realised,
and to manage them efficiently, effectively and economically.

The governance framework has been in place at the Council for the year ended 31 March 2010 and up to the date of approval of the Annual
Report and Statement of Accounts.
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Annual Governance Statement

The governance framework
The key elements of the systems and processes that comprise the Council’'s governance arrangements are described below.

The Council has set out its ambitions, aims, objectives and outcomes for its citizens and service users in the Council Plan. These are linked
to the Lewes District Sustainable Community Strategy and are supported by key strategies and departmental service plans which provide
detailed commitments in terms of the Council’s core services and activities. The Medium Term Finance Strategy looks ahead three years and
sets out how the Council aims to balance its resources to meet statutory responsibilities and national and local priorities.

The Council’s vision is reviewed annually by the Cabinet in its approval of the Council Plan. The Council’'s governance framework is drawn
together in the local Code of Corporate Governance which meets national standards.

The Council has published a Performance Management Framework which is supported through a variety of processes. The Council has a
Data Quality Policy and Strategy, with systems in place to ensure that performance information and other data is valid, accurate, complete,
timely and relevant. In addition to quarterly reports of performance against targets and data quality issues, the Cabinet receives a quarterly
report on the progress of Council Plan milestones that support the achievement of its priorities and desired outcomes. The Corporate
Management Team monitors milestones within the Council Plan on a quarterly basis. The quality of services is reviewed through regular
consultation with, and feedback from, service users in the form of survey research, comments and suggestions, and complaints.

The Council’s Constitution establishes clear arrangements for decision making and the delegation of powers to Councillors and Officers. It
defines and documents the roles and responsibilities of the Council, Cabinet and Committees (including the Audit, Scrutiny and Standards
Committees) as well as the roles and responsibilities of Councillors and Senior Officers. Communication between Councillors and Officers is
governed by the Protocol on Member/Officer Relations. There is also a Councillor Protocol for Procurement.

The Council’'s Scrutiny Committee oversees the independent review of decisions of Cabinet and other activities and functions of the Council
through appointed Scrutiny Panels. The Standards Committee role includes promoting and maintaining high standards of conduct of
Councillors. In April 2008 the Committee approved procedures for the local assessment and determination of complaints against Councillors,
to put in place the provisions for Standards Committees set out in Local Government and Public Health Act 2007.

Standards of behaviour and conduct of Councillors and staff are governed by Member and Officer Codes of Conduct, the Anti Fraud and
Corruption Strategy, Whistle Blowing Policy, Disciplinary and Grievance procedures and the Dignity at Work Policy. These guidance
documents and procedures are the subject of training/awareness raising for staff and Councillors. They are made available to staff and
Councillors via the Council’s intranet.
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The Council has an established framework for financial governance based on Contract and Financial Procedure Rules, with sound budgeting
systems, clear budget guidance for managers and regular reporting of financial performance to Councillors and Officers.

The Council’s risk management framework is outlined in the risk management strategy, and it is fully established and embedded within the
Council. There are robust systems for identifying and evaluating risk in the decision making and service planning processes. The register of
operational and strategic risks is updated annually. Key staff have been trained in the assessment, management and monitoring of risk and
Councillors have received training on their role in risk management.

As part of its Corporate Governance arrangements the Council has established an Audit Committee that is responsible, amongst other things,
for keeping under review the probity and effectiveness of internal controls and the effectiveness of management arrangements to ensure
legal and regulatory compliance. The Committee conforms to the best practice identified in CIPFA’s “Audit Committees — Practical Guidance
for Local Authorities”, and reports to the Cabinet on the effectiveness of internal controls within the Council.

The Council has a documented Assurance Framework that sets out the sources of assurance within the Council’'s governance environment
and provides the evidence to support the Annual Governance Statement.

The Council has an Internal Audit Section which is a fully established and independent assurance function that reports on the adequacy of
the whole system of internal control as a contribution towards the proper economic, efficient and effective use of Council resources. The
Section operates to the standards set out in the CIPFA Code of Practice for Internal Audit in Local Government in the UK and complies with
the Council’s Charter for Internal Audit, including a Code of Ethics, which has been formally adopted by the Audit Committee. The scope of
Internal Audit work extends to services provided by partnerships in accordance with the CIPFA Code.

The Council has a strong anti-fraud culture that is supported by Councillors and Officers. Proactive anti-fraud work is undertaken, particularly
in the area of Benefit Fraud through the work of a high profile Fraud Investigation Team. The outcome of this work informs the opinion on the
internal control environment. The Council also has an Anti Money Laundering Policy.

The Council’'s Constitution sets out the roles of the Monitoring Officer (at Lewes District Council this is the Head of Legal and Democratic
Services) and Chief Finance Officer (at Lewes District Council this is the Director of Finance and Community Services) and these include
responsibility for ensuring that agreed procedures are followed and that applicable statutes, regulations and relevant statements of good
practice are complied with.

The Council has a Corporate Complaints procedure with supporting systems to record, monitor investigate and report complaints.
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A Councillors’ induction programme takes place every four years after a District Council Election. Individual Councillor training needs are
reviewed annually, and specialist training on specific areas of activity are organised by officers as required e.g. IT, planning and scrutiny
matters. Each year all Council Committees are invited to identify training needs/issues arising from their work programme. Training needs for
each member of staff are assessed as part of the annual appraisal/training needs analysis process.

The Council has a variety of communication channels open to local residents and other stakeholders. In addition the Council actively engages
with different sections of the community through focus groups, user groups, partnership meetings and networks. Community consultation and
communication takes place through the partners on the Local Strategic Partnership (LSP), LSP thematic groups and the five Area
Partnerships. Governance of the LSP has been enhanced by the introduction of an LSP Steering Group. The Council’s Consultation and
Communication strategies set out the approach and specific consultations are planned and agreed in an annual programme.

The Council has put in place detailed best practice guidance for partnership working and has identified a small number of strategic
partnerships which require comprehensive governance arrangements. Strategic partnerships are subject to annual review by lead officers. A
register of partnerships is held and updated by the Head of Audit and Performance with key issues reported to the Corporate Management
Team. Good governance in partnerships is also reflected in the Council’s Local Code of Corporate Governance.

The Council has a Project Management Framework that contains a set of principles and procedures for the successful planning, control and
delivery of projects. The framework is based on recognised best practice and is applied to all Council projects and scrutiny work, where
appropriate.

The Council has in place a number of quality systems to ensure compliance with the governance standards set by the accrediting bodies.
These include Investors in People, EMAS and Charter Mark (now Customer Excellence).

The Council has a Business Continuity Plan, and will continue to develop its processes and safeguards in this area.
Review of effectiveness

The Council has responsibility for conducting, at least annually, a review of the effectiveness of its governance framework including the
system of internal control. The review of effectiveness is informed by the work of senior managers within the Council who have responsibility
for the development and maintenance of the governance environment, the Head of Audit and Performance’s annual report, and also by
comments made by external auditors and other review agencies and inspectorates. The following processes have informed the review of
effectiveness.
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The Head of Audit and Performance reports regularly to the Audit Committee on all aspects of Internal Audit plans, activities and
effectiveness, and provides an annual report on the systems of internal control which includes an opinion on the internal control environment.
For 2009/10 the overall standards of internal control were satisfactory. Whilst recommendations have been made to improve management
controls, there were no instances in which internal control problems created significant risks for the Council.

In March 2008 the Audit Committee approved the new local Code of Corporate Governance. The local Code is reviewed annually by the
Head of Audit and Performance and senior officers taking into account the requirements of the CIPFA/SOLACE Framework, Delivering Good
Governance in Local Government. The review for 2009/10 has concluded that the Council continues to have satisfactory arrangements in
place for corporate governance as reported at the June 2010 meeting of the Audit Committee.

The Council’'s work on risk management includes annual reports to both the Corporate Management Team and Cabinet on the main risks
faced by the Council and the controls that are in place to mitigate those risks. The Audit Committee also receives an update on risk
management at every meeting. The reports during 2009/10 noted that most risks are mitigated by the effective operation of controls or other
measures. However, there are some risks that are outside the Council’s control, including a major incident or disaster, a flu pandemic, a
downturn in the national economy or a major change in government policy or legislation. Data quality risks in respect of performance data
are reported quarterly and in the annual performance report.

The Council’'s Business Continuity Plan was revised and reissued in March 2010. An exercise for service managers on business continuity
during the swine flu pandemic took place in July 2009 and guidance for the Council was issued in November 2009.

As part of the Council’s internal assurance framework senior officers have confirmed the proper operation of internal controls including
compliance with the Constitution in those service areas for which they are responsible for. In addition they have confirmed that there are no
cases reported under the Council’s Whistleblowing Policy. A joint annual statement by the Monitoring Officer and Chief Finance Officer
(Section 151) has confirmed that there have been no significant governance issues for the Council in 2009/10. There have been no cases of
fraud or corruption during the year other than those benefit cases investigated by the Fraud Investigation Team. The Council’s
Whistleblowing Policy and Anti Fraud and Corruption were both updated at the February 2010 Employment Committee and reported to the
March 2010 meeting of the Audit Committee. Councillors and officers were also reminded of these documents through Lewes District News
and a Briefing Note in March 2010.

There have been no cases where a District Councillor has been reported to or investigated by the Standards Committee.
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An annual review of the Council’s strategic partnerships has been undertaken by lead officers as required by the Council's Guidance for
Partnership Working. The results of this work have been reported to the June 2010 meeting of the Audit Committee.

Corporate monitoring of complaints includes a quarterly report to the Corporate Management Team and the annual report to Cabinet at its
June meeting.

The Government relies on external auditors and inspectors to periodically review the work of the Council to make sure it is meeting its
statutory obligations and performing well in its services. The Council is subject to a rolling programme of external inspections and audits and
the results are shown below:

e Comprehensive Area Assessment (CAA) — This inspection regime came into effect from April 2009 to replace the Comprehensive
Performance Assessment (CPA) framework. The CAA incorporated an Organisational Assessment, comprising a ‘harder test’ Use of
Resources assessment and a Managing Performance assessment both of which are scored out of 4. In the most recent Organisational
Assessment (November 2009) the Council was commended for its overall score of 3 out of 4.

e Annual Audit Letter (November 2009) - The letter summarised audit work carried out by PKF during 2008/09 across a range of Council
activities. PKF concluded that:

e The Council performs well in managing its finances and governing the business, and there are adequate arrangements in place
for managing resources.

e The Council has adequate arrangements in place to secure value for money.

e The Council has sound processes for in year monitoring of the financial position, producing fit for purpose financial reports and
preparing the financial statements. An unqualified opinion was issued on the Council’s financial statements for 2008/09.

e The Council performs well in its use of resources, achieving a score of 3 out of 4.

e The Council has a well established governance framework, which also covers partnership working and there are processes to
ensure that a strong ethical culture is maintained.

e Effective risk management in the Council is well embedded, and there are sound systems of internal control.

The Council’s annual budget is comprehensive and underpins achievement corporate priorities and the medium term financial

strategy.

The Council’s arrangements for preparing grant claims and other returns to the Government remain effective.

The Council’s treasury management arrangements are satisfactory.

The Council has adequate arrangements for managing its workforce.

The Council uses data effectively to manage performance and there are robust processes for ensuring good data quality. The

Council has increased data security arrangements and signed up to Government Connect.
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e Data Quality (DQ) Review — PKF reviewed data quality in the summer of 2009, examining two national performance indicators (NIs)
relating to affordable homes delivered and residual household waste, and the benefits grant claim testing. The work did not identify any
significant or systematic data quality issues.

e Grant Claim Certification for the year ended 31 March 2009 (February 2010) - PKF reviewed the Council’s grant claims procedures in the
period July to December 2009, and have concluded that the arrangements for preparing grant claims and other returns to Government
departments are operating effectively.

e Ombudsman Report — In April 2010 the Ombudsman reported an investigation into a complaint against Lewes District Council. A Mrs
Martin (not her real name) complained that Council delayed in its dealing with her application for a disabled facilities grant for adaptations
to her home required for her daughter who has physical disabilities. The Ombudsman found that the Council as lead body was
responsible for avoidable delay in the grant process. In particular it failed to take an effective lead at the start and failed to provide clear
information to Mrs Martin and partner organisations. As reported to the June 2010 meeting of the Scrutiny Committee the Council is
implementing improvements to prevent a recurrence of the circumstances leading to the findings of the Ombudsman.

Significant governance issues

We have been advised by the Audit Committee on the implications of the result of the review of the effectiveness of the Governance
Framework.

There are no significant Governance issues to report for the year ended 31 March 2010.
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Independent auditors’ report to the Members of Lewes District Council

Opinion on the accounting statements

We have audited the accounting statements of Lewes District Council (“the Council”) for the year ended 31 March 2010 under the Audit
Commission Act 1998. The accounting statements comprise the Statement of Accounting Policies, the Income and Expenditure Account, the
Statement of Movement on the General Fund Balance, the Balance Sheet, the Statement of Total Recognised Gains and Losses, the Cash
Flow Statement, the Housing Revenue Account, the Statement of Movement on 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 Lewes District Council in accordance with Part Il of the Audit Commission Act 1998 and for no
other purpose, as set out in paragraph 49 of the Statement of Responsibilities of Auditors and of Audited Bodies published by the Audit
Commission in April 2008.

Respective responsibilities of the Director of Finance and Community Services and auditor

The Director of Finance and Community Services’ responsibilities for preparing the Statement of Accounts and the accounting statements in
accordance with relevant legal and regulatory requirements and the Code of Practice on Local Authority Accounting in the United Kingdom
2009: A Statement of Recommended Practice are set out in the Statement of Responsibilities for the Statement of Accounts.

Our responsibility is to audit the accounting 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 accounting statements give a true and fair view, in accordance with relevant legal and
regulatory requirements and the Code of Practice on Local Authority Accounting in the United Kingdom 2009: A Statement of Recommended
Practice, of the financial position of the Council and its income and expenditure for the year.

We review whether the Annual 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 accounting statements. We are
not required to consider, nor have we considered, whether the Annual Governance Statement covers all risks and controls. Neither are we
required to form an opinion on the effectiveness of the Council’s corporate governance procedures or its risk and control procedures.

Lewes District Council Statement of Accounts 2009/2010 Page 70



Independent Auditors’ Report

We read other information published in the Statement of Accounts, and consider whether it is consistent with the audited accounting
statements. This other information comprises the Foreword and Review of the Financial Year and Glossary of Terms. We consider the
implications for our report if we become aware of any apparent misstatement or material inconsistencies with the accounting statements. Our
responsibilities do not extend to any other information.

Basis of audit opinion

We conducted our audit in accordance with the Audit Commission Act 1998, the Code of Audit Practice issued by the Audit Commission and
International Standards on Auditing (UK and Ireland) issued by the Auditing Practices Board. An audit includes examination, on a test basis,
of evidence relevant to the amounts and disclosures in the accounting statements. It also includes an assessment of the significant estimates
and judgements made by the Council in the preparation of the accounting statements, and of whether the accounting policies are appropriate
to the Council’s circumstances, consistently applied and adequately disclosed.

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

Opinion
In our opinion the Council’'s accounting statements give a true and fair view, in accordance with relevant legal and regulatory requirements

and the Code of Practice on Local Authority Accounting in the United Kingdom 2009: A Statement of Recommended Practice, of the financial
position of the Council as at 31 March 2010 and its income and expenditure for the year then ended.

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

Council’s Responsibilities

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

Auditors’ Responsibilities

We are required by the Audit Commission Act 1998 to be satisfied that proper arrangements have been made by the Council for securing
economy, efficiency and effectiveness in its use of resources. The Code of Audit Practice issued by the Audit Commissionirequir;es us to
report to you our conclusion in relation to proper arrangements, having regard to the criteria for principal local authorities specified by the
Audit Commission and published in May 2008 and updated in October 2009. ‘We report if significant matters have come to our attention
which prevent us from concluding that the Council has made such proper arrangements. We are not required to consider, nor have we

considered, whether all aspects of the Council’s arrangements for securing economy, efficiency and effectiveness in its use of resources are
operating effectively. :

Conclusion

We have undertaken our audit in accordance with the Code of Audit Practice and having regard to the criteria for principal local aljthorities
specified by the Audit Commission and published in May 2008 and updated in October 2009, and the supporting guidance, we are satisfied

that, in all significant respects, Lewes District Council made proper arrangements to secure economy, efficiency and effectiveness in its use
of resources for the year ended 31 March 2010.

Certificate
We certify that we have completed the audit of the accounts in accordance with the requirements of the Audit Commission Act 1998 and the
Code of Audit Practice issued by the Audit Commission. 5

6

Richard Bint
Partner, on behalf of PKF (UK) LLP
London, UK

30 September 2010
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Accounting Code of Practice

Although the preparation and control of accounting is regulated,
there is no statutory basis for accounting entries. Instead, the
accounting bodies have agreed a code of practice.

Accounting period

This is the length of time covered by the accounts. It is normally a
period of twelve months commencing 1 April. The end of the
accounting period is the balance sheet date.

Accrual

This is one of the main accounting concepts and ensures that
income and expenditure are recognised in the accounting period as
they are earned or incurred, not as money is received or paid.

Actuarial gains and losses

For the pension scheme, changes in pension liabilities since the
previous year that have arisen because:

a) events have not coincided with the actuarial assumptions made
for the last valuation, or

b) the actuarial assumptions have changed.

Agency services
The provision of services by one local authority on behalf of, and
reimbursed by, another authority, or central Government.

Annual Governance Statement

The statement sets out the Council’'s arrangements for ensuring
that its business is conducted in accordance with the law and
proper standards and that public money is safeguarded, properly
accounted for and used in a way that promotes value for money.
The statement confirms that these arrangements have operated
effectively in the year.

Asset
This is something that the Council owns that has a monetary value.
Assets are either ‘current’ or ‘fixed’.

e a current asset is one that will be used or cease to have
material value by the end of the next financial year (e.g.
stock, debtors)

e a fixed asset provides the Council with benefits for a period
of more than one year (e.g. land and property)

Audit of accounts

This is the examination by an independent expert of the Council’s
financial affairs to check that the relevant legal obligations and
codes of practice have been followed.

Balance sheet
This is a financial statement summarising the Council’'s assets,
liabilities and other balances at the end of each accounting period.

Balances

Working balances are needed so that payments can be made
before income is received, and to act as a cushion against
unexpected expenditure during the year.

Budget
This is a financial statement that expresses Lewes’ service delivery
plans and capital programmes in monetary terms.

Capital expenditure

This is expenditure on the acquisition of a fixed asset that will be
used to provide services beyond the current accounting period, or
expenditure that adds value to an existing fixed asset.

Lewes District Council Statement of Accounts 2009/2010

Page 73



Glossary of Terms

Capital financing

This term describes the various sources of money used to pay for
capital expenditure. There are various options available, of which
the Council uses borrowing, usable capital receipts, direct revenue
financing, capital grants and contributions, and revenue and
earmarked reserves.

Capital programme
This is a financial summary of the capital projects that Lewes
intends to carry out over a specified time period.

Capital receipts

This is the income received from the sale of capital assets, like
land or property. The Government decides the proportion of each
capital receipt that can be used to finance new capital expenditure.
Capital receipts cannot be used to finance revenue services.

Cash equivalents
This term includes short term highly liquid investments readily
convertible into known amounts of cash.

CIPFA
Abbreviation for the Chartered Institute of Public Finance and
Accountancy.

Collection Fund
A separate fund recording the expenditure and income relating to
council tax and non-domestic rates.

Community assets

This is the land and property that the Council intends to own
forever. They generally have no determinable useful life and there
are often restrictions regarding their disposal. Examples include its
parks and open spaces.

Consistency

This is one of the fundamental accounting concepts. It requires
accountants to treat similar items of income and expenditure the
same way, both within an accounting period and from one
accounting period to the next.

Corporate and Democratic Core

This consists of two elements: the costs associated with
Councillors including support costs and corporate management
which covers a core of central costs, including the cost of the Chief
Executive, and of producing corporate information such as the
Statement of Accounts.

Creditors
This is the amount of money Lewes owes to others for goods and
services supplied in the accounting period but not paid for.

Current service cost (pensions)

The increase in the present value of the defined benefit scheme
liabilities expected to arise from employee service in the current
period.

Debtors

This is the amount of money others owe to the Council for goods
and services they have received but have not paid for by the end of
the accounting period.

Defined Benefit Pension Scheme

In this type of Pension Scheme, Benefits to employees in their
retirement are based on their final salaries, and the Council’s
contributions have to be adjusted to match estimates of future
liabilities.
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Depreciation

This is a charge made to the revenue account each year that
reflects the reduction in the value of land, property, vehicles and
plant, ICT equipment and other machinery used to deliver services.

Expected rate of return on pensions assets

For the funded defined benefit scheme, the average rate of return,
including both income and changes in fair value but net of scheme
expenses, expected over the remaining life of the related obligation
on the actual assets held by the scheme.

Financial reporting standards (FRS)

These are prepared by the Accounting Standards Board set up in
1990 by the professional accountancy bodies. They advise the
accounting treatment and disclosure requirements of transactions
so that a local authority’s accounts ‘present fairly’ its financial
position.

Financial Instrument
A contract between two parties which gives rise to a financial asset
for one and a financial liability for the other.

General Fund

The main revenue fund of the Council into which is paid income
from the Council Tax, grants and charges for services and from
which the cost of providing services is met. It excludes items
relating to the Council’s housing stock.

Government grants

These are grants given by Government towards either revenue or
capital expenditure to help with the cost of providing services and
capital projects. Some grants have restrictions on how they may
be used whilst others are general purpose.

Housing benefits

This is the national system for giving financial assistance to
individuals towards certain housing costs. The Council administers
the system locally, the cost of which is subsidised by Government.

Housing Revenue Account (HRA)

The HRA is used to account separately for local authority housing
provision, as required by Government regulation. It records the
day to day costs of providing council housing, like repairs and
maintenance, and the income from rents and other income that
meets those costs

Impairment

An asset is impaired when its value is reduced. Impairment may
be physical in nature, such as damage by fire, or by a general or
specific reduction in prices during the financial year. A financial
asset is impaired if the debtor is unlikely to be able to make
payment.

Income
This is the money that Lewes receives or expects to receive from
any source including fees, charges, sales, grants and interest.

Infrastructure
This term covers capital investment on assets such as coast
protection works.
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Income and expenditure account

This account is the Council’'s main revenue account. It brings
together the income and expenditure of General Fund services
provided across the whole district, like refuse collection, benefits
and the collection of council tax, with the income and expenditure
of Housing Revenue Account services provided specifically for
local authority housing. It does not include the Collection Fund.

Liability

Lewes has a liability that must be included in its financial
statements when it owes money to others. There are several types
of liability which are classified in the balance sheet as either:

e a current liability, where a sum of money will become
payable during the next accounting period. Examples
include short term borrowing and creditors

e a long term liability where a sum of money will become
payable at some point after the next accounting period.
Examples include long term borrowing and the defined
pension scheme.

Loan premiums and discounts

Amounts payable or receivable where loans are repaid earlier than
the originally agreed term. This permits the lender to receive
compensation for forgone interest receipts which they would
otherwise have received had the loan run to maturity.

Materiality

This is one of the main accounting concepts. It ensures that the
statement of accounts includes all the transactions that, if omitted,
would lead to a significant distortion of the financial position at the
end of the accounting period.

Minimum revenue provision

An amount, in accordance with a formula prescribed by
Government, to be set aside from revenue for the redemption of
debt.

National non-domestic rates

This is a national scheme for collecting contributions from
businesses towards the costs of local government services. Each
business property is given a rateable value by the Valuation Office
Agency. Each year Government determines a rate for how much a
business has to pay based on per £ of rateable value. Billing
authorities collect the money and pay it over to Government. The
Government redistributes this money back to local authorities
based on population.

Net Book Value (NBV)

The amount of which fixed assets are included in the Balance
Sheet. The NBV is the historical cost or current value less any
accumulated depreciation.

Non-operational assets

These are fixed assets owned by the Council that it does not
directly occupy or use in the delivery of services. Examples are
investment properties and assets that are surplus to requirement.

Operational assets

These are the fixed assets owned by the Council that it occupies
and uses to deliver services. Examples are offices, car parks and
refuse vehicles.

Outturn
The actual level of income and expenditure in a financial year.
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Operating lease
This is a lease where the ownership of the fixed asset remains with
the lessor and not with the user of the asset (the lessee). The user
pays a rental over a specified period for the use of the asset.
Lewes uses a range of vehicles and equipment that are held under
operating leases.

Precept

The levy made by precepting authorities on billing authorities,
requiring the latter to collect income from council taxpayers on their
behalf. Lewes District Council is the billing authority for the Lewes
district and collects on behalf of East Sussex County Council, East
Sussex Fire Authority, Sussex Police Authority and the Town and
Parish Councils.

Provision

This is a sum of money that has been put aside in the accounts for
liabilities or losses that are likely or certain to be incurred, but
where the amount due or the timing of the payment is not known
with any certainty.

Prudence

This is one of the main accounting concepts. It ensures, among
other things, that the Council only includes income in its accounts if
it is sure it will receive the money.

Public Works Loan Board (PWLB)
A Government agency which provides the main source of
borrowing for local authorities

Rateable value

A notional annual rental value of a property, as assessed by the
Valuation Office Agency, and to which the rate poundage is applied
to determine the rates payable for non-domestic property.

Rate poundage (or multiplier)
The amount of pence in the £ set nationally by Government which
is applied to rateable value to determine the rates payable.

Related parties
Two or more parties are related when at any time during the
financial period:
e one party has direct or indirect control of the other party
e the parties are subject to common control from the same
source
e one party has influence over the financial and operational
policies of the other party to an extent that the other party
might be inhibited from pursuing its own interests
e the parties, in entering a transaction, are subject to influence
from the same source to such an extent that one of the
parties to the transaction has subordinated its own interests
the Council’s related parties include:
e central government
e the local authorities, police authority and other bodies that
precept or levy demands on the council tax
e its associated companies
e its joint ventures and joint venture partners
e its elected members
e its chief officers
For individuals identified as related parties the following are also
presumed to be related parties:
e members of close family or household
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e partnerships, companies, trusts or other entities in which the
individual or a member of close family or household has a
controlling interest

Related party transactions
A related party transaction is the transfer of assets, liabilities or
services between the Council and its related party irrespective of
whether a charge is made.
Examples of related parties include:
e the purchase, sale, lease, rental or hire of assets between
related parties
e the provision of a guarantee to a third party in relation to a
liability or obligation of a related party
e the provision of services to a related party
e the transactions with individuals who are related parties of
an authority, except those that are also made to other
members of the community such as council tax, rents and
payments of benefits
The materiality of related party transactions is judged both in terms
of their significance to Lewes and to its related parties.

Reserves

A reserve results from the accumulation of surpluses, deficits and
appropriations over past years. The Council has set aside
reserves to finance future expenditure for purposes falling outside
the definition of provisions.

Residual value
This is the net realisable value of an asset at the end of its useful
life

Revenue Expenditure Funded from Capital Under Statute
(REFCUS)

An example is a capital grant made to another organisation or
person, like a conservation or improvement grant. This counts as
capital expenditure but it doesn’t create an asset that belongs to
the Council. The expenditure is written off in full to the revenue
account in the year in which it is incurred.

Revenue expenditure
The day to day expenses associated with the provision of services.
This will include pay, running costs of buildings, equipment and
capital financing costs.

Revenue Support Grant (RSG)
A general grant paid by Government to local authorities as a
contribution to the cost of providing services.

Statement of Recommended Practice (SORP)

The SORP is generally based upon those accounting principles
that are incorporated within approved accounting standards,
modified to reflect the statutory framework in which local authorities
operate. It states which accounts should be published as part of
the Statement of Accounts and the information to be included in
each account.

Stocks
These are items of materials and stores that the Council has
bought to use on a continuing basis but has not yet used.
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How to contact us

This document has been prepared by the Financial Services Division of the Finance and Community Services
Department.

The information can be made available in large print, on audio tape or disk, or in another language upon request.
Contact us on 01273 484141 or email lewesdc@lewes.gov.uk

We are always looking to improve the way we present our financial information because we think it's important that
residents understand the Council’s finances. If there is anything you would like to tell us so that we can improve things
for the future, then please do not hesitate to get in touch with us.

For more information about the Statement of Accounts, or about any of our other financial information, or if there are any
comments you would like to make, please contact us at:

Financial Services
Southover House, Southover Road, Lewes BN7 9EZ
Telephone: 01273 484043
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