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EXPLANATORY FOREWORD

1. The Council's accounts for the year 2005/06 are set out on pages 13 to 44.
They consist of:-

e the Consolidated Revenue Account - covering income and expenditure
on all services

e the Housing Revenue Account - which shows income and expenditure on
council housing

e the Collection Fund - a separate fund which shows transactions in respect of
non-domestic rates, council tax and residual community charge

e the Consolidated Balance Sheet - which sets out the financial position of the
Council on 31st March 2006

e the Statement of Total Movements in Reserves - which brings together
all the recognised gains and losses of the Council

o the Cash Flow Statement - which summarises the inflows and outflows of
cash arising from transactions with third parties for revenue and capital
purposes

These accounts are supported by the Statement of Accounting Policies, which
follows this foreword, and various notes to the accounts.

2. This foreword provides a brief explanation of the financial aspects of the Council's
activities and draws attention to the main characteristics of the Council's financial
position.



The three graphs below show in broad terms where the Council's money comes from,
what it is spent on and what services it provides.

Where the money comes from

COUNCIL TAX 15%
OTHER GOVERNMENT
RENTS 1% GRANTS 12%
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FEES, CHARGES 27% HOUSING BENEFIT
SUBSIDY 45%

The largest single item is government grants, which together with housing benefit
subsidy, provide 57% of the total. The Council's income from the services it provides
through rents, fees and charges and from interest on balances amounts to 28% of
which rents, mainly derived from industrial units, account for 1% . This leaves only
15% of the total income to be found by Council Tax payers.

What the money is spent on

RUNNING EMPLOOYEES
EXPENSES 27%

N

HOUSING BENEFITS
45%

Running expenses such as maintaining buildings, operating vehicles and purchase of
supplies and services take up 28% of total expenditure. Employees account for 27% of
the total. Debt financing charges have disappeared as all loans were repaid in 2003/04.
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The services provided by the Council

The graph shows the gross expenditure spent on each service area.
4. General Fund

When setting the original budget for 2005/06 it was planned that £70,000 should be
withdrawn from the General Revenue Reserve to support revenue expenditure.

Approval to fulfil expenditure plans of £261,000 deferred from the previous year
increased this figure to £331,000.

There was, however, a net underspend on services of £98,000 for the year.

During the year a review of costs incurred in respect of information technology
development was undertaken. This resulted in £465,000 of expenditure being
transferred from the capital programme to the revenue account. This was financed by
using £413,000 from the land sales reserve which was originally intended to support
the capital programme. Similarly because costs had been removed from the capital
programme the need for direct revenue financing was reduced.

Sums earmarked from the L.S.V.T. receipt to finance the Council’s retained liabilities
in respect of Sewage Treatment Works and Aids and Adaptions have earned interest of
£327,000. This amount from the underspend has been placed in specific reserves to
protect the balances available against inflation.

A formal review of debt using an aged debt analysis indicates that it would be prudent
to increase the level of the bad debt provision by £24,000 more than had been allowed
for in the original budget.



After using specific reserves of £258,000 to finance some of the service variances, a net
underspend of £147,000 remained.

The General Fund balance has been held at £1 million for a number of years. Cabinet
has agreed that the balance should be set at 10% of net expenditure excluding parish
precepts, which as at 31st March 2006 would require the balance to be £1.1 million.
For the year ending 31st March 2006 the General Fund balance has been increased by
£100,000.

The remaining £47,000 has enabled the use of the General Revenue Reserve to be
reduced from the budgeted £331,000 to £284,000

A review of reserves has identified that a balance on the Training Reserve of £172,000
is no longer required as adequate budgets exists within service budgets. Of this balance
£100,000 was used to support revenue expenditure and £72,000 transferred to the
General Revenue Reserve. As at 31st March 2006 the balance on the General Fund
Reserve stood at £690,000.

Details of the variances to the approved budget are set out below:

£000
Employee Costs (186)
Access to Services (40)
Recruitment Costs (47)
Waste Management — additional income (140)
Access to Musical Excellence (27)
Planning Fees (145)
Ordnance Survey Charges (55)
Asset Management Plan (30)
Housing Benefits (net of grants) (154)
Other minor items (17)
South Norfolk House Maintenance 115
Rent Guarantees 35
Waste Management — transport costs 135
Waste Management — recycling facility 42
Leisure Grants 35
Sewerage Charges to private users 28
Provision for potential VAT penalties 160
Concessionary Travel 36
Income from Service Level Agreements 157
Net underspend on services (98)
Other Variances:
Transfer of I T. costs from capital 465
Use of Land Sales Reserve to finance additional costs (413)
Reduced need to use revenue monies to support capital programme (194)
Contribution to Aids and Adaptions Reserve 150
Contribution to Sewage Treatment Plants Reserve 177
Additional Bad Debts Provision 24
Use of specific reserves to finance variations to service expenditure (258)
Increase in General Fund balance 100
Net underspend for the year (47)



Capital Programme

The original capital programme for 2005/06 was £9.1 million. This figure was revised
during the year to take account of slippage of schemes from 2004/05 and of schemes
carried forward into 2006/07. The net result was a revised capital programme of
£6.9million.Expenditure for the year was £4.0 million. Resources used to finance
capital expenditure are given at Note 4 to the Consolidated Balance Sheet. Further
information regarding the use of capital receipts is shown at Note 15 to the
Consolidated Balance Sheet.

Large Scale Voluntary Transfer (L.S.V.T.).

The Council transferred its housing stock to the Saffron Housing Trust (Saffron) on
17th May 2004. From that date Saffron was responsible for managing and maintaining
the stock and for the collection of rents.

Although the Housing Revenue Account (H.R.A.) is still open expenditure and income
quoted on pages 19 — 22 for 2004/05 mainly relate to the six week period ended 16th
May 2004.

An agreement between the Council and Saffron sets out that the Council retains the
obligation to refurbish and improve the housing stock to achieve the decent homes
standard and that Saffron will supply the works, estimated to be £38.8m. The
purchase price paid by Saffron reflects this arrangement.

Prior to the housing transfer taking place, tax advice was sought from H.M. Customs
and Excise (H.M.C.E.) in respect of this arrangement. H.M.C.E.’s provisional opinion,
based on the draft housing transfer agreement, was that the Council is able to recover
the VAT incurred under Section 33 of the VAT Act 1994, forecast to total £6.8 million,
on the invoices from Saffron for these refurbishments. The accounts reflect this
arrangement.

The H.R.A. will be kept open to enable the writing down of premia incurred on the
early redemption of debt and to receive housing subsidy on this charge. Homeless
hostels were retained by the Council and costs, including capital charges, relating to
these properties were charged to the H.R.A. in 2005/06. Secretary of State consent was,
however, received to transfer the hostels to the General Fund as at 31st March 2006.
No such consent is required in respect of land and buildings. Undeveloped land, valued
at £8.0m, and sewage treatment plants, held on the balance sheet at a nil value, were
transferred to the General Fund as at 1st April 2005. Other minor items of residual
income and expenditure have also been incurred.

Building Control

Together with Broadland District Council and Norwich City Council the authority has
formed a partnership to deliver the building control function. The partnership is
managed by a joint committee (Central Norfolk Consultancy — C.N.C.) with
representatives from each Council. South Norfolk Council is providing the
accountancy support to the partnership.

The turnover of the partnership for 2005/06 was £1.6 million (2004/05 £1.7 million).
This Council’s share of the turnover has been included in the Consolidated Revenue
Account and the Council’s interest in the accumulated funds of the joint committee is
reflected in the Consolidated Balance Sheet. For more detail of the trading account see
Note 9 to the Consolidated Revenue Account.
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10.

11.

12

The accounting policies adopted by the Council comply with the relevant
recommended accounting concepts and are explained fully in the notes to the accounts.

The Council has yet to fully evaluate the impact of the Euro on the Council but an

initial assessment suggests it will be fairly small. A further assessment will be made in
2006/07.

The cost of providing pensions for employees has been charged to the accounts in
accordance with the statutory requirements of FRS17. The underlying commitment
that the authority has in the long term to pay retirement benefits is also incorporated
into the account. More information can be found at Note 10 to the Consolidated
Revenue Account and Note 21 to the Consolidated Balance Sheet.

Audit

Interested members of the public have a statutory right for 20 working days to inspect
the accounts before the audit is completed. For 2005/06 the inspection dates will be
between 23" August 2006 and 20™ September 2006 inclusive. The Appointed day for
raising queries with the external auditor is 21st September 2006.

Further Information

Further information is available from Financial Services at South Norfolk House or
our web site www.south-norfolk.gov.uk

Any queries can be sent to our e-mail address FinancialServices@s-norfolk.gov.uk




STATEMENT OF ACCOUNTING POLICIES
1. General

The accounts have been prepared in accordance with the Code of Practice on

Local Authority Accounting: A Statement of Recommended Practice (SORP), issued
in 2005 by the Chartered Institute of Public Finance and Accountancy (CIPFA) and
also with guidance notes issued by CIPFA on the application of accounting standards
(SSAPs). They therefore comply with ‘proper accountancy practice’ under the terms of
the Local Government and Housing Act 1989.

The accounts also comply with the Best Value Accounting Code of Practice produced
by CIPFA as updated in 2005.

2. Accounting Concepts

In managing its finances and preparing the Statement of Accounts the Council has
particular regard to the accounting concepts within the SORP to ensure that the
accounts present fairly its financial position and performance.

e Relevance - the information in the accounts is useful in assessing the Council’s
stewardship of public finds and for making economic decisions.

e Reliability - the information in the accounts is complete, prudently prepared,
reflects the substance of transactions and is free of deliberate or systematic bias or
material errors.

e Comparability — a consistent approach to accounting policies is used in preparing
the accounts to ensure that it may be compared to previous years. Where there is a
change in accounting policy that has a material effect on the figures, this is
disclosed.

e Understandability — the Council has endeavoured to ensure that an interested
reader can understand the accounts.

e Materiality — in using its professional judgement the Council has considered the
size and nature of any transaction, or set of transactions. An item is considered to
be material where its omission or misstatement would reasonably change the
substance of the information presented in the accounts.

e Accruals — the non-cash effects of transactions have been reflected in the
statements for the financial year in which they occur not when any cash is received
or paid.

e Going Concern — the accounts have been prepared on the assumption that the
Council will continue to provide operational services for the foreseeable future.

e Primacy of Legislative Requirements — the Council operates thorough the power of
statute. Where legislation prescribes the express treatment of transactions then the
accounting concepts outlined above may be over-ruled.

3. Fixed Assets

All expenditure on the acquisition, creation or enhancements of fixed assets is
capitalised on an accruals basis in the accounts. Expenditure on fixed assets is
capitalised, provided that the fixed asset yields benefits to the authority and the
services it provides, for a period of more than one year. This excludes expenditure
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on routine repairs and maintenance of fixed assets which is charged direct to
service revenue accounts.

A de minimis level of £10,000 has been adopted from 1st April 2005 (previously
£6,000) for all fixed assets. Expenditure on assets less than this is treated as revenue.

Fixed assets are valued on the basis recommended by CIPFA and in accordance with
the Statement of Asset Valuation Principles and Guidance Notes issued by The Royal
Institution of Chartered Surveyors (RICS). Fixed assets are classified into the
groupings required by the 2005 Code of Practice on Local Authority Accounting on the
following basis:

e Operational land and buildings are included at the lower of net current
replacement cost and net realisable value in existing use.

e Short life operational assets, such as vehicles, plant and equipment, are included at
historical cost less depreciation as a proxy for the lower of net current replacement
cost and net realisable value in existing use.

e Investment properties and assets that are surplus to requirements are included at
estimated open market value.

e Infrastructure assets are included at historical cost, net of depreciation where
appropriate.

In accordance with the requirements of the former O.D.P.M., land and buildings are
revalued at least every five years. Any differences arising from this exercise are
credited to the fixed asset restatement reserve. Any material changes to asset
valuations will be adjusted in the interim period, as they occur.

Income from the disposal of fixed assets is accounted for on an accruals basis and
credited to usable capital receipts. Receipts less than £10,000 are treated as revenue
income.

Charges to Revenue for Fixed Assets
Depreciation is provided for on all fixed assets with a finite useful life.

In accordance with the 2005 Code of Practice on Local Authority Accounting, all
buildings have been depreciated over their anticipated remaining life.

The value at which each category of assets is included in the balance sheet is reviewed
at the end of each year and where there is reason to believe that its value has changed
materially in the year, the valuation is adjusted accordingly. Examples of events and
changes in circumstances that indicate a reduction in value would include:

e asignificant decline in a fixed asset’s market value during the period

e evidence of obsolescence or physical damage to the fixed asset

e asignificant adverse change in the statutory or other regulatory environment in

which the authority operates
e acommitment by the authority to undertake a significant reorganisation

Where an impairment loss on a fixed asset occurs the loss would be recognised. If the
loss is caused by a clear consumption of economic benefits (e.g. physical damage or a
deterioration in the quality of the service) this would be recognised in the asset



management account and the service revenue account. Other impairments (reflecting a
general fall in prices) would be recognised in the fixed asset restatement reserve

The General Fund and Housing Revenue Account are charged for all fixed assets used
in the provision of services. The total charge covers the annual provision for
depreciation plus a capital financing charge determined by applying a notional rate of
3.5% interest on assets carried at current values (3.5% for 2004/05) and 4.95% (4.8%
for 2004/05) on assets carried at historical values (i.e. infrastructure and community
assets).

External interest payable and the provision for depreciation are charged to the asset
management revenue account, which is credited with capital charges charged to
services. Capital charges therefore have a neutral impact on the amounts required to
be raised from local taxation.

Review of I.T. Assets

As at 31st March 2005 I.T. assets appeared on the balance sheet as tangible fixed assets
with a net book value of £1.7 million. A review of these assets revealed the inclusion of
costs that are not directly attributable to bringing an asset into commission.

These costs, which mainly relate to staff time, consultants and training, have been
incorrectly capitalised during the five years commencing 1st April 2000 based on the
S.O.R.P. issued in 2004. The Council have reviewed its practices with regard to the
capitalisation of expenditure to ensure that the policy set out at Note 3 above is
correctly and consistently followed. This has resulted in assets with a net book value of
£933,000 being removed from the balance sheet and charged to revenue. Costs of
£604,000 relating to the commissioning of systems have also been reclassified as
intangible fixed assets leaving I.T. tangible fixed assets with a net book value £166,000
as at 31 March 2005. This figure relates purely to the cost of acquiring I.T. equipment.
Comparator figures in respect of 2004/05 and balances brought forward as at 1st April
2005 have been revised to reflect the changes concerning the capitalisation of I.T. costs
as set out

above.

Intangible Fixed Assets

Intangible fixed assets include deferred charges which are payments of a capital nature
where no fixed asset is created. They include improvement grants and environmental
enhancement. These costs are written off to revenue in the year in which they are
incurred.

Also included under this heading is expenditure on purchased software together with
the direct costs incurred in the commissioning or enhancement of the software. These
costs are amortised to revenue over five years. Previously software had been included
on the balance sheet as tangible fixed assets. For more information regarding the
reclassification of fixed assets see Note 1 to the Consolidated Balance Sheet.



10.

Basis of Charges for Borrowing

Authorities are required to set aside a minimum amount from revenue each year as
provision to repay debt. This Minimum Revenue Provision (M.R.P.) is based on the
Capital Financing Requirement (C.F.R.) as defined in the C.I.P.F.A. Prudential Code.
The M.R.P. for the General Fund is 4% of the C.F.R. but following the introduction
of the Major Repairs Allowance for housing there is no longer a similar requirement in
relation to the H.R.A. The charges to the General Fund were reduced in 2005/06 by an
adjustment of £210,800 (£241,400 in 2004/05) in respect of the commutation of
improvement grants. The amount set aside in 2005/06 exceeded the minimum level by
£135,000 (£149,000 in 2004/05). As at 31st March 2006 the C.F.R. stood at £2.1
million. This was reduced to nil by the use of capital receipts. As long as the C.F.R.
remains at nil there will be no need to make a revenue provision.

Gains and Losses on Borrowing (Debt Redemption)

The 2004 SORP requires gains and losses arising on the repurchase of borrowing to be
recognised in the period of the repurchase. Where the repurchase is coupled with a
restructuring of the borrowing with substantially the same overall economic effect, the
gains or losses may be written off over the life of the replacement loan.

The relevant share of the gain or loss is passed to the Housing Revenue Account
(H.R.A.). The statutory provisions for the H.R.A. require the gains or losses to be
made on a straight line basis over the unexpired period of the repurchased debt or 10
years whichever is the lesser.

For more information on debt redemption see Note 22 to the Consolidated Balance
Sheet.

Capital Receipts

Under the Prudential Code, receipts from the disposal of housing assets are subject to
“pooling”. This means that 75% of dwelling sales and 50% of receipts from the sale of
other housing assets is payable to the Treasury. Receipts from preserved Right to Buy
capital receipts following L.S.V.T. are excluded from the pooling arrangements.

Debtors and Creditors

The revenue accounts of the Council are maintained on an accruals basis in
accordance with the Code of Accounting Practice and FRS18. That is, sums due to or
from the Council during the year are included whether or not the cash has actually
been received or paid in the year.

An exception to this principle relates to electricity and similar quarterly payments
which are charged at the date of meter reading rather than being apportioned between
financial years.
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11.

12.

13.

14.

These policies are consistently applied each year and therefore do not have a material
effect on the year's account.
Capital expenditure and receipts are also dealt with on an accruals basis.

Stocks

SSAP9 requires stocks to be shown at actual cost or net realisable value if lower.
The stock figure shown in the accounts is calculated at cost.
Costs of Support Services

Management and administration costs are allocated by a variety of methods. Some
allocations are based on time data supplied by individual services. Other costs are
allocated on a unit basis i.e. use of telephones and office space. There is also a set scale
of charges for reprographic work

All costs were fully recharged in the 2005/06 accounts.

Reserves

The Council maintains reserves to meet future expenditure.

1) General Revenue Reserve
Contributions to or withdrawals from the General Revenue Reserve are made
to support net expenditure at the level agreed by the Council.

1) Earmarked Reserves
The Council maintains several other reserves for specific purposes (e.g.
Leisure Grants). This avoids large variations in council tax between years.

More detailed information on these reserves can be found in Note 19 to the
Consolidated Balance Sheet.

In line with CIPFA guidance on capital accounting the Council also maintains

a Fixed Asset Restatement Account and a Capital Financing Account. More
information concerning these reserves can be found in Notes 16 and 17 to the
Consolidated Balance Sheet and in the Statement of Total Movements in Reserves.

Pensions

In 2005/06 the Council paid an employer's contribution of 13.9% (12.9% in 2004/05) of
employees' reckonable pay into a superannuation fund administered by Norfolk
County Council. The fund is a final salary scheme. The Council’s contribution
includes the costs of inflation awards (Pensions Increase Act payments) to pensioners
of the Fund. The contribution rate is determined by the Fund’s Actuary based on
triennial actuarial valuations. The last review was at 31st March 2004 which resulted
in a new rate from 1st April 2005.

The accounting for pensions fully reflect the requirements of FRS17. The accounts
reflect our commitment in the long-term to increase contributions to make up any
shortfall in attributable net assets in the pension fund.

The overall amount to be met from government grants and local taxation remains
unchanged, but the costs disclosed for individual services are 0.7% higher after the
replacement of employer’s contributions by current service costs and net operating
expenditure is 2.7 % higher than it would otherwise have been.
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15.

16.

17.

The requirement to recognise the net pensions liability in the balance sheet has reduced
the reported net worth of the authority by 28.0%, or £14.6 million.

Investments

Investments are shown in the Consolidated Balance Sheet at cost. Further details
appear in Notes 7 and 25 to the Balance Sheet.

Grants

Revenue based grants are accrued and credited to the accounts of the same period in
which the expenditure to which they relate is charged. Where claims have not been
finalised (e.g. housing benefit claims) an estimate of grant income is used.

Capital grants are used to finance the capital expenditure to which they relate (e.g.
improvement grants).

Leasing

The Council’s leases have, in accordance with SSAP21, been classified between
operating and finance leases. 2005/06 is the first year in which the required disclosures
have been included in these accounts. See Notes 11 and 12 to the Consolidated
Revenue Account and Notes 5 and 6 to the Consolidated Balance Sheet.

The Council has outstanding operating leases in respect of cars, under the Council’s
employee car leasing scheme. Rental payments are charged to revenue on a straight
line basis over the period of the lease. The capital values of these assets are not shown
in the balance sheet.

The Council also has outstanding finance leases in respect of vehicles, plant and
equipment. Rental payments under finance leases are apportioned between the finance
charge and the principal element. The finance element is charged to the asset
management account and the principal element is treated as capital expenditure. These
assets appear on the balance sheet as tangible fixed assets.

The Council has now taken the view, under the Prudential Code regime, to fund
capital expenditure from its own resources rather than lease.
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THE CONSOLIDATED REVENUE ACCOUNT

2005/06 2004/05
Gross Net Net
Expenditure Income Expenditure Expenditure
£000 £000 £000 £000
(*Adjusted)

Expenditure on Services
Cultural, Environmental and Planning 13,390 4,258 9,132 8,605
Highways, Roads & Transport 748 233 515 336
Housing 19,874 16,632 3,242 1,239
Central Services 8,344 6,370 1,974 1,825
Corporate Management 2,573 0 2,573 1,872
Non Distributed Costs 90 0 90 1,160
Total Continuing Services 45,019 27,493 17,526 15,037
Services Transferred to Saffron 0 0 0 (109)
Net Cost of Services 45,019 27,493 17,526 14,928
Other Items
Precepts paid to Parish Councils 1,707 1,552
Trading Undertakings Note 1 19 (54)
Premia on Early Redemption of Debt 137 151
Interest on Balances etc (1,558) (1,470)
Interest on C.N.C. Balances (6) (2)
Transfer from Asset Management Revenue A/C Note 2 (1,960) (723)
Payment to Housing Capital Receipts Pool 50 142
Pension interest cost and expected return on pensions assets 210 440
Net Operating Expenditure 16,125 14,964
Transfers to or from Reserves (221) (414)
Transfers to or from Pension Reserve (430) (810)
Change in HRA Balance (50) 667
Transfer to C.N.C. Reserve 23 25
Transfer to Capital Financing Account Note 3 (1,051) (393)
Transfer from Usable Capital Receipts (50) (142)
Deferred Charges Note 4 (1,156) (1,506)
Amount to be met from Govt. Grants & Local Tax Payers 13,190 12,391
Financed by
Demand on Collection Fund (including Parish Precepts) (6,915) (6,485)
Use of Collection Fund (14) 16
Revenue Support Grant (3,087) (2,868)
Contribution from Non Domestic Rate Pool (3,274) (3,054)
(Surplus)/Deficit for Year (100) 0
Balance at beginning of year 1,000 1,000
Surplus for year 100 0
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Balance at end of year 1,100 1,000

* The 2004/05 figures have been adjusted resulting from the review of I.T. assets as described
in Note 5 to the Statement of Accounting Policies and Note 1 (Reclassification of Tangible
Fixed Assets) to the Consolidated Balance Sheet.

NOTES TO THE CONSOLIDATED REVENUE ACCOUNT

This statement shows the net cost for the year of the functions for which the Council is
responsible and how this cost was met.

The following table lists the main functions that are included in each service heading.

Service Heading Main Functions
Cultural Leisure Centres, Swimming Pool, Amenity
Areas
Environmental Refuse Collection, Street Cleaning,

Environmental Protection, Sewerage and
Sewage Disposal, Food Control,

Planning Development Control, Building Control,
Economic Development, Environmental
Improvement, Community Safety

Highways Street Lighting

Housing Homelessness, Renovation Grants. Housing
Advice, Maintenance of Waiting List,
Housing Benefit Administration, Rent

Allowances
Corporate Management Corporate Management, Democratic
Representation, Provision for Bad Debts
Transport Car Parks, Concessionary Travel
Central Services Council Tax Benefits, Council Tax Cost of

Collection, Elections, Land Charges

1. Trading Undertakings
The Council operates industrial estates at Ketteringham and Ayton Road,
Wymondham and a business centre at Diss.

2005/06 2004/05

Surplus (-) Surplus (-)
Expend Income Deficit(+) Expend Income Deficit(+)

£000  £'000  £'000 £'000 £'000 £'000

Industrial Estates
92 84 8 Ketteringham 87 84 3
122 106 16 Ayton Road 62 142 (80)
118 123 (5) Diss Business Centre 128 130 (2)
General 25 0 25
332 313 19 302 356 (54)
2. Asset Management Revenue Account
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This account effectively reverses out the capital charges debited to services for the use
of assets and replaces them with depreciation, amortisation and external interest.

2005/06  2004/05
£000 £000
Capital Charges (3,006) (1,780)
Depreciation and Amortisation 1,242 1,027
Government Grants Deferred (256) 0
External Interest 60 30
(1,960) (723)

Capital Financing Account

Capital expenditure financed directly from revenue is charged to this account. An
adjustment is also made to bring depreciation, included in net operating expenditure,

to the statutory minimum revenue provision.

2005/06  2004/05
£000 £000
Capital Expenditure Financed from Revenue 101 377
Minimum Revenue Provision (less depreciation, impairment & (1,387) (770)
amortisation)
Major Repairs Allowance (less depreciation) (21) 0
Government Grants Deferred 256 0
(1,051) (393)

Deferred Charges

Some expenditure, e.g. improvement grants, although correctly classified as

expenditure for capital purposes does not result in the acquisition or creation of a
fixed asset. The amount shown for 2005/06 of £1,156,000 (£1,506,000 in 2004/05)
represents the writing off to revenue of this expenditure in the year in which it was

incurred.

Other Information relating to the Consolidated Revenue Account

Publicity

In 2005/06 the Council spent £81,906 (£172,127 in 2004/05) on publicity as defined by

the Local Government Act 1986. This expenditure is analysed below.

2005/06  2004/05
£ £
Tourism — General 6,805 4,024
Community Magazine 24,845 40,020
Recruitment of Staff 49,862 118,483
Other 394 9,600
81,906 172,127

Government Grants

All Government Grants credited to the General Fund, except Revenue Support Grant
and Non Domestic Rates, are service specific and are therefore shown as income

against the appropriate service.
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7. Officers’ Remuneration

In 2005/06 the number of employees whose remuneration, excluding pension
contributions, was £50,000 or more in bands of £10,000 were:-

Number of Employees
Remuneration Band 2005/06 2004/05
£50,000 - £59,999 1 1
£60,000 - £69,999 1 1
£70,000 - £79,999 1 0
£80,000 - £89,999 0 1
£90,000 - £99,999 1 0

8. Related Party Transactions

Related parties are individuals or organisations that have the potential to control or
influence the Council or to be controlled or influenced by the Council. Disclosure of
these transactions allows readers to assess the extent to which the Council might have
been constrained in its ability to operate independently or might have secured the
ability to limit another party’s ability to bargain freely with the Council.

The Council operates a Register of Members’ Interests and a Register of Staff Interests
to record and monitor relayed party Transactions. In addition forms were sent to all
Members and relevant officers at the year end.

There are no material transactions with related parties other than those disclosed
elsewhere in these Statement of Accounts.

9. Building Control Trading Account

Together with Broadland District Council and Norwich City Council the authority has
formed a partnership to deliver the building control function. The partnership is
managed by a joint committee with representatives from each Council.

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

2005/06 2004/05
Non Non
Chargeable  Chargeabl  Total Chargeabl ~ Chargeabl Total
€ € €
£'000 £'000  £'000 £'000 £000  £'000
303 32 335 Employee expenses 275 51 326
18 2 20 Premises 16 3 19
29 2 31 Transport 19 4 23
40 5 45 Supplies and Services 48 9 57
75 14 89 Central & support charges 119 23 142
465 55 520 Total Expenditure 477 90 567
Income
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(6) 0 (6) Interest Received (2) 0 (2)
(482) (55) (537) Building Regulation charges (500) (90)  (590)
(488) (55) (543) Total Income (502) (90)  (592)

(23) 0  (23) Surplus(-)/Deficit for year (25) 0 (25

Pension Costs

The Council participates in the Local Government Pension Scheme, a defined benefit
statutory scheme, administered by Norfolk County Council. This is a funded scheme,
meaning that the Council and employees pay contributions into a fund, calculated at a
level intended to balance the pension liabilities with investment assets.

The contribution rate is determined by the Fund’s Actuary based on triennial actuarial
valuations. The last review was at 31st March 2004. Under Superannuation Fund
Regulations contribution rates are set to meet the overall liabilities of the Fund. The
new rate resulting from the review was effective from 1st April 2005.

The Council is also responsible for all pension payments relating to added years
benefits it has awarded, together with the related increases. In 2005/06 these
amounted to £120,333 (£120,985 in 2004/05) representing 1.6 % of pensionable
pay (1.6% in 2004/05).

As part of the terms and conditions of employment of its employees, the Council offers
retirement benefits. Although these benefits will not actually be payable until
employees retire, the commitment the authority has to make these payments in the
future is shown in the accounts.

The cost of retirement benefits are recognised 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 retirements is reversed out of the Consolidated
Revenue Account after net operating expenditure.

Changes to the Local Government Scheme permit employees retiring on or after 6th
April 2006 to take an increase in their lump sum payment on retirement in exchange
for a reduction in their future annual pension. On the advice of our actuaries we have
taken the view that there is insufficiently reliable evidence to assume a level of take-up
of the change in the pension scheme. Consequently, the valuation of the Council’s
retirement benefit liabilities as at 31st March 2006 does not include any allowance for
this change in the pension scheme.

The following transactions have been made during the year:
2005/06  2004/05
£000 £°000

Net Cost of Services

Current service costs (1,350) (1,350)

Past service costs (70) (30)

Settlements and Curtailments (20) (1,130)
Net Operating Costs

Interest (2,710) (2,750)
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11.

12.

13.

Expected return on assets in the scheme 2,500 2,310
Amount to be met from Government Grants and Local Taxation

Movement on pension reserve 430 810
Actual amount charged against Council Tax for Pensions in Year
Employer’s contributions payable to scheme (1,220) (2,140)

Further information regarding pensions appear at Note 21 to the Consolidated Balance
Sheet and Note 6 to the Statement of Total Movement on Reserves.

The Settlements and Curtailments in the table above figure for 2004/05 includes the
pension fund deficit of £1,050,000 paid to Saffron in respect of the staff transferred to
that organisation on 17th May 2004 as a result of L.S.V.T.

Operating Leases

In 2005/06 the Council entered into leases in respect of cars, under the Council’s
employee car leasing scheme, valued at £238,000.

The Council also leases other properties that have been accounted for as operating
leases.

Payments Payments
2005/06 2004/05
£000 £000
Vehicles, plant and equipment
Cars 126 307
Land and Buildings 115 67
241 374

The Council has let some of its properties and surplus land under operating leases.
Rentals received are shown below:

Income Income
2005/06 2004/05
£000 £000

Industrial Units 198 247
Land 2 2
Car Parks 14 14
Other Buildings 15 15
229 278

Finance Leases

Although no other new leases have been entered into the Council has existing leases
relating to vehicles, plant and equipment. As a result of transferring the housing
function to Saffron it was necessary to enter into sub-leases with the partnership for
vehicles and equipment that they use. During the year payments on finance leases
amounted to £366,000 (£511,000 in 2004/05) of which £94,000 was reimbursed by
Saffron (£92,000 in 2004/05) leaving outstanding obligations of £1,081,000 (of which
£134,000 is the responsibility of Saffron).

Members' Allowances
Total allowances paid to members in 2005/06 amounted to £202,151 (£186,997 in
2004/05).
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14.  Audit Costs
In 2005/06 the following costs relating to external audit and inspection were paid to
the audit commission:

2005/06 2004/05

£000 £000
External Audit 92 79
Statutory Inspection 4 10
Certification of Grant Claims and Returns 48 44
Other Services * 57 7
201 140

* These costs relate to the additional audit costs incurred investigating objections to
the accounts. No objections have been upheld by our auditors.

HOUSING REVENUE ACCOUNT

The Housing Revenue Account (H.R.A.) reflects a statutory requirement to account
separately for local authority housing provision. Since the Council has disposed of its housing
stock, permission will be sought to close this account at the appropriate time.

2005/06  2004/05
£000 £000

Income
Rents — Dwellings 38 1,435
— Other 0 25
Fees and Charges 4 28
Other Grants and Contributions 6 46
Government Subsidy Note 1 180 (240)
228 1,294
Expenditure
Management 40 313
Repairs and Maintenance 65 324
Rent Rebates 0 0
Capital Charges Note 2 76 398
Debt Management 0 1
Provision for Bad Debts Note 3 79 137
260 1,173
Net Cost of Services 32 (121)
Capital Charges — Notional Interest Note 2 (55) (140)
Interest Payable 0 0
Interest Receivable (44) (7)
Premium on Redeemed Loans 138 151
Net Operating Expenditure 71 (117)
Appropriations
Housing Set-aside 0 0
Capital Expenditure Financed from Revenue 0 0
Depreciation/Major Repairs Allowance Adjustment (21) 26
Movement on Reserves Note 4 0 (550)
Deficit /(Surplus) for Year 50 (641)
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Housing Revenue Account Balance

Balance at Beginning of Year 982 341
(Deficit)/Surplus for Year (50) 641
Balance at End of Year 932 982

NOTES ON HOUSING REVENUE ACCOUNT

On 17th May 2004 the Council transferred its housing stock to the South Norfolk
Housing Partnership (subsequently renamed Saffron Housing Trust). Although the
H.R.A. is still open the expenditure and income in respect of 2004/05 relates mainly to
the six week period ended on this date. The figures in 2005/06 mainly consist of the
writing off of premia incurred by the rescheduling of debt in earlier years (see Note 22
to the Consolidated Balance Sheet) with the associated housing subsidy. Capital
accounting entries and transactions in respect of assets still held within the Housing
Revenue Account also feature as do some minor items of residual income and
expenditure.

Housing Revenue Account Subsidy
Government grant is paid to meet any shortfall between expenditure and income based
on a model for each authority (the notional H.R.A.).
The H.R.A. Subsidy is made up as follows:
2005/06 2004/05

£000 £000

Management and Maintenance
Management Allowance 0 149
Maintenance Allowance 0 361
Major Repairs Allowance 0 284
0 794
Admissable Allowance 42 64
Debt Financing and Management Costs 137 188
Rent Rebates 0 0
Guideline Rent Income 0 (1,396)
Other specific items of expenditure and income 1 52
Previous Years’ Adjustments 0 58
Net Subsidy received 180 (240)

Capital Charges
A capital charge is made to the Housing Revenue Account (H.R.A) made up of
notional interest and depreciation. The notional interest is calculated at 3.5% of the
value of H.R.A assets which are all valued at current value (3.5% in 2004/05) carried
out in accordance with the Guidance on Stock Valuation published by DETR in May
2000. Depreciation is charged in respect of all H.R.A. buildings in accordance with
proper practices.
2005/06 2004/05
Total Total
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Notiona Depre Capital Notional Deprec Capital

1 c
Interest lation Charge Interest  iation  Charges
S
£'000 £'000 £'000 £'000 £'000 £'000
Operational Assets:

55 21 76 Dwellings 140 257 397

0 0 0 Other Land and Buildings 0 1 1

0 0 0 Equipment 0 0 0

0 0 0 Non Operational Assets 0 0 0

55 21 76 140 258 398

The notional interest element of capital charges is reversed out below the Net Cost of
Services at the Net Operating Expenditure Level.
As the depreciation for H.R.A. assets exceeds the Major Repairs Allowance a credit is
transferred from the Major Repairs Reserve to the appropriations section of the
account to ensure that depreciation does not impact on the bottom line.

3. Provision of Bad and Doubtful Debts

Following the transfer of the Council’s housing stock on 17th May 2004, arrears of
rent and other debts amounting to £322,000 remain as at 31st March 2006 in respect of
former tenants. Officers are still pursuing this debt but it is felt prudent to increase the
provision to allow for possible non-recovery of some balances.

2005/06 2004/05
£000 £000
Balance at 1st April 200 269
Less amounts written off 9) (206)
Add provision in year 79 137
Balances as at 31st March 270 200

31 March 2006 31 March 2005
£000 £000

Former Tenants’ Arrears 322 406

4. Movement on Reserves
The movement on reserves in 2004/05 includes a transfer of the provision previously
set aside of £526,000 for redeeming the deferred purchase agreement in respect of

sheltered accommodation at Barley Court, Costessey.

Other information relating the Housing Revenue Account

5. Balance Sheet Value of Assets
31 March 2006 31 March 2005
£000 £000

Operational Assets 0 0
Dwellings 0 501

Other Land and Buildings 0 7,454
Equipment 0 0
Non-Operational Assets 0 7,955
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After transfer of it’s housing stock on 17th May 2004 the Council retained hostels for
homeless people and various plots of land. Secretary of State consent was granted to
transfer the hostels to the General Fund as at 31st March 2006. No such consent is
required in respect of land and buildings. Undeveloped land, valued at £7.5m, and
retained sewage treatment plants, held on the balance sheet with a nil value, were
therefore transferred to the General Fund as at 1st April 2005.

Major Repairs Reserve

This reserve, established on 1st April 2001, was funded by Government Grant (the
Major Repairs Allowance) and was used to finance Housing Revenue Account capital

expenditure.

Major Repairs Allowance for Year

Depreciation of Assets (Other than Dwellings)
Financing of Capital Expenditure on Dwellings

Balance Carried Forward at 31* March

Capital Expenditure

2005/06 2004/05
£000 £000
0 284
0 0
0 (284)
0 0

An analysis of capital expenditure incurred by the Housing Revenue Account is given

below:

Maintenance of Dwellings
Shared Equity Purchase
Homeless Hostel

This capital expenditure was financed as followed:

Borrowing

Capital Receipts
Major Repairs Reserve
Revenue Contributions

Capital Receipts

The following receipts resulted from the disposal of property within the H.R.A.

Houses

Land

Equity Share Properties
Other Properties
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2005/06 2004/05
£000 £000
0 281
0 103
161 301
161 685
2005/06 2004/05
£000 £000
0 0
161 401
0 284
0 0
161 685
2005/06 2004/05
£000 £000
0 30,301
0 15
0 133
0 0
0 30,449




COLLECTION FUND
INCOME AND EXPENDITURE ACCOUNT

The Collection Fund is a separate statutory fund established to record transactions relating to
business rates, council tax and residual community charge. It shows how the money is
redistributed to Norfolk County Council, Norfolk Police Authority and South Norfolk
Council.

2005/06  2004/05
£000 £000

Income
Business Ratepayers Note 2 16,362 14,761
Council Tax Payers 48,692 47,091
Council Tax Benefits 5,243 4,846
70297 66,698
Expenditure
Precepts and Demands Note 4 54,509 51,866
Contributions to General Fund 1 4
re Community Charge
Payment to NNDR Pool 16,141 14,536
NNDR Costs of Collection 177 194
Provision for Bad Debts - Council Tax (10) 62
- NNDR (3) (15)
Write Offs - Council Tax 87 96
- NNDR 48 46
Previous Years Estimated Council Tax Surplus /(Deficit)
Contribution to N.C.C. 75 (122)
Contribution to Norfolk Police Authority 12 (17)
Contribution to South Norfolk Council 12 (20)
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71,049 66,630

Surplus/ (Deficit) for Year Note 5 (752) 68

Collection Fund Balance

Balance at beginning of the Year 98 30
Surplus/Deficit (+/-)for Year (752) 68
Balance at End of the Year (654) 98

NOTES TO THE COLLECTION FUND

General

This account reflects the statutory requirement for billing authorities to maintain

a separate Collection Fund which shows transactions in relation to non-domestic

rates and council tax. The Collection Fund is consolidated with the Council’s accounts.

Income from Business Rates

The Council collects non-domestic rates for its area based on local rateable values
multiplied by a uniform rate. The total amount, less certain reliefs and other

deductions, is paid to a central pool (the NNDR pool) managed by Central Government.
This pool is redistributed to authorities based on a standard amount per head of the local
population.

The total non-domestic rateable value at 31st March 2006 was £53.6 million (£41.4
million 31st March 2005). The standard non-domestic multiplier for the year was 42.2p
(45.6p 2004/05). From 1st April 2005 a small business multiplier of 41.5p was introduced.

Council Tax
The Council’s tax base was calculated as follows:

Band Estimated No. of Taxable Ratio Band D

Properties after Discounts Equivalents

A 4,303 6/9 2,869
B 12,904 7/9 10,036
C 11,370 8/9 10,106
D 8,127 9/9 8,127
E 5,022 11/9 6,138
F 2,176 13/9 3,143
G 1211 15/9 2,019
H 95 18/9 190
45,208 42,628
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Adjustment for changes during the year and losses on collection 552
Council Tax Base 43,180
4. Precepts and Demands
2005/06 2004/05
£000 £000

Norfolk County Council 41,310 39,490
Norfolk Police Authority 6,284 5,891
South Norfolk District Council 5,208 4,933
Parish Councils 1,707 1,552

54,509 51,866

5. Surplus/(Deficit)

When calculating the taxbase for 2005/06 it was anticipated that there would be an
appreciable increase in the number of domestic properties. This growth did not
materialise and together with an increase in second homes and other exemptions has
led to a shortfall in the amount collectable in respect of council tax compared to the
precepts and demands. There is a deficit on the Collection Fund of £654,000 as at 31*

March 2006.
CONSOLIDATED BALANCE SHEET
31 March 2006 31 March
2005
£000 £000 £000
(*Adjusted)
Intangible Fixed Assets Note 2 660 588
Tangible Fixed Assets Note 1
Operational Assets
Other Land & Buildings 13,011 16,193
Vehicles, Plant & Equipment 3,809 1,628
Infrastructure 50 0
Non Operational
Investment Properties 2,502 615
Assets under Construction 0 375
Surplus Assets held for Disposal 7,905 7,621
27,937 27,020
Long Term Investments Note 7 14,056 15,081
Long Term Debtors
Mortgages 33 37
Other Note 8 339 372 265
Total Long Term Assets 42,365 42,403
Current Assets
Stocks Note 9 49 51
Debtors Note 10 5,766 8,091
Short Term Investments Note 25 13,250 11,930
Cash 643 2
19,708 20,074
Current Liabilities
Creditors Note 11 (4,333) (4,248)
Bank Overdraft (1,031) (5,364) (231)
Net Current Assets 14,344 15,595
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Long Term Liabilities
Provisions
Pension Scheme Liability
Deferred Capital Receipts
Other Deferred Debtors
Long Term Creditors
Total Assets less Liabilities
Financed by:
Usable Capital Receipts
Unapplied Capital Contributions
Fixed Asset Restatement Account
Capital Financing Account
Government Grants Deferred
Pension Reserve
C.N.C. Reserve
Reserves
General Fund Balance
Housing Revenue Account Balance
Collection Fund Balance

Note 26
Note 21
Note 12
Note 13
Note 14

Note 15

Note 16
Note 17
Note 18
Note 21
Note 23
Note 19

Note 20

(3,700) (3,855)
(14,600) (13,800)
(38) (42)

(45) (55)
(773) 0
37,553 40,246
20,467 23,59
0 155
(17,974) (16,982)
43,975 42,056
1,364 0
(14,600) (13,800)
48 25
2,895 3,116
1,100 1,000
932 982
(654) 98
37,553 40,246

* The 2004/05 figures have been adjusted resulting from the review of I.T. assets as described
in Note 5 to the Statement of Accounting Policies and Note 1 (Reclassification of Tangible

Fixed

Assets) to the Consolidated Balance Sheet.
NOTES TO THE CONSOLIDATED BALANCE SHEET

The basis of valuation and classification of fixed assets are explained in the Statement of
Accounting Policies section of these accounts.

1. Tangible Fixed Assets

Movement in fixed assets during the year were as follows:

Other
Land &
Bldgs
£000
Certified Valuation as
at 31 March 2005 16,467
Accumulated
Depreciation (274)
Net Book Value as
at 31 March 2005 16,193
Reclassification of (2,783)
Assets
Expenditure 230
Revaluations 275

Vehicles
Plant &
Equip

£000

2,064

(436)

1,628

1,026

1,885

0
26

Infrast-
ructure

£000

230

Assets
Investment Under
Properties  Construct

ion

£000 £000
619 375
(4) 0
615 375
1,730 (436)
0 61
262 0

Surplus
Assets

£000

7,621

7,621

(333)

629

Total

£000

27,146

(714)

26,432

(566)

2,176

1,166



Disposals (449) 0 0 (105) 0 (12) (566)

Depreciation (241) (730) 0 0 0 0 (971)

Impairment (214) (0) (180) 0 0 0 (394)

Net Book Value as 13,011 3,809 50 2,502 0 7,905 27,277
at 31 March 2006

Reclassification of Tangible Fixed Assets

A thorough review of tangible fixed assets in line with definitions agreed between CIPFA
and the Royal Institute of Chartered Surveyors has resulted in the reclassification of some
assets as investment properties. These are assets held primarily for investment purposes

from which a commercial rental income is obtained and primarily covers industrial units.

As required by SSAP21 where assets have been identified as being held under operating
leases they have been removed from the balance sheet. These assets, which include Long
Stratton Leisure Centre, were included in the balance sheet as at 31st March 2005 at a net
book value of £1.6 million. Similarly in line with SSAP21 vehicles, plant and equipment
held under finance leases and with a net book value of £1 million as at 31st March 2005
have been added to the balance sheet. For more information on leases see Notes 5 and 6 to
the Consolidated Balance Sheet.

A review of I.T. assets held on the balance sheet as equipment with a net book value of
£1.7 million as at 31st March 2005 has revealed the inclusion of costs which are not directly
attributable to bringing an asset into commission. The review has identified costs mainly
relating to staff time, consultants and training, which have been incorrectly capitalised
during the five years commencing 1st April 2000 based on the S.O.R.P. issued in 2004.
These costs have been removed from the balance sheet and charged to revenue. Costs of
£588,000 relating to the commissioning of systems have also been reclassified as intangible
fixed assets leaving I.T. tangible fixed assets with a net book value £166,000 as at 31
March 2004. This figure relates purely to the cost of acquiring I.T. equipment. Figures in
respect of 2004/05 and balances brought forward as at 1st April 2005 have been revised to
reflect the changes concerning the capitalisation of I.T. costs as set out above.

Further information regarding the Council’s policy regarding the capitalisation of
expenditure can be found at Note 3 to the Statement of Accounting Policies

Valuation of Tangible Fixed Assets

The Council’s fixed assets are valued by B.Arnett F.R.I.C.S. of Norfolk Property Services.
Operational and non-operational assets are valued at the lower of net current replacement
cost or net realisable value. Plant, equipment and infrastructure assets are valued at
historical cost.

In previous years all land and property was valued every year with the last full valuation
being carried out as at 1st April 2004. From 2005/06 a rolling five year programme was
commenced revaluing a proportion of the assets each year. All assets are therefore revalued
at intervals not exceeding five years as required by the S.O.R.P. Any major changes will,
however, be reflected in the accounts in the year they occur. The gross book value of assets
revalued by Norfolk Property Services as at 1st April 2005 totalled £3,560,400 which
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equates to 17.9% of the Gross Book Value of all land and buildings held at current value as
at 31st March 2006.

Depreciation of Tangible Fixed Assets
Assets are depreciated on a straight-line basis over the useful life of the asset as determined

by the valuer. A review of remaining useful life was undertaken and revisions made where
necessary.

Class of Asset Remaining Useful
Life (years)
Buildings 22 - 40
Plant and Equipment 1 - 19
Vehicles 6 - 7

Expenditure on Tangible Fixed Assets

2005/06

£000
Information Technology 11
Vehicles, Plant and Equipment 1,881
Offices 240
Other Land and Buildings 457
2,589

Contracts for schemes not completed at 31st March 2006 commit the Council to future
expenditure of £208,000. Of this total £153,000 relates to a contribution to the Flagship
Housing Group for the provision of affordable housing.

Analysis of Tangible Fixed Assets

31 March 2006 31 March 2005
Numbers £000 Number £000
s

Operational

Land and Buildings
Hostels 3 1,029 3 501
Car Parks 17 2,219 17 2,210
Industrial Estates 0 1 1,482
Depots 1 376 2 924
Leisure Centre and Pool 1 3,848 1 3,924
Leisure Centres 0 1 1,207
Swimming Pools 1 2,334 1 2,404
Offices 1 2,493 4 2,687
Mini Recycling Centre Sites 66 163 71 175
Public Conveniences 6 549 7 679

13,011 16,193

Vehicles, Plant and Equipment
Vehicles 34 1,747 5 637
Information Technology 124 166
Play Area Equipment 10 119
Wheeled Bins 1,627 641
Other Plant and Equipment 301 65
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Infrastructure
Access Roads

Total Operational
Non Operational

Investment Properties
Industrial Estates
Offices
Other Assets

Assets under Construction
Costessey Hostel
Storage Building

Surplus Assets Awaiting Disposal
Land Awaiting Development

Total Non Operational

Total Tangible Assets

3,809

50
50

16,870

1,764
255
483

2,502

]

7,905
10,407
27,277

1,628

17,821

120
246
249
615

303
72
375

7,621
8,611
26,432

Resulting from the reclassification of assets as investment properties, as previously
explained, the industrial estate at Ayton Road, Wymondham has been moved from
operational assets to non operational.

The following assets, held under operating leases have been removed from the balance
sheet:

Net Book Value
31/3/05
£000

Long Stratton Leisure Centre 1,208
Diss Business Centre 215
Diss Public Conveniences 116
Diss Tourist Information Centre 21
The Manse, Long Stratton Homeless Hostel 20
5 Mini Recycling Centres 12
1,592

The following assets, held under finance leases have been added to the balance sheet:

Net Book Value
31/3/05
£000
14 Vehicles 433
Wheeled Bins 411
Other Plant and Equipment 182
1,026

Intangible Fixed Assets

29



The cost of software together with the direct costs incurred in the commissioning or
enhancement of the software is charged to capital and held on the balance sheet as
intangible fixed assets. These costs are amortised to revenue over five years.

£000
Original Cost 1,250
Amortisation to 31 March 2005 (662)
Balance as at 31 March 2005 588
Expenditure in Year 343
Weritten off to revenue in year (271)
Balance as at 31 March 2006 660

Deferred Charges

This category refers to expenditure properly capitalised but which does not acquire or
increase the balance sheet value of a fixed asset. Expenditure is charged to revenue in
the year in which it is incurred.

Balance Grants Amounts Balance
1 April 05 Expend. Rec’d Written 31March 06
Off
£000 £000 £000 £000 £°000

Improvement Grants 0 572 (211) (361) 0
Aids and Adaptions 0 252 (252) 0
Grants 0 191 (191) 0
Surface Water Drainage 0 32 (32) 0
Other 0 320 (320) 0
0 1,367 (211) (1,156) 0

Capital expenditure was financed as follows

Resources Used £000 Expenditure £000
Capital Receipts 2,710 Tangible Fixed Assets (Note 1) 2,176
Revenue Contributions 101 Intangible Fixed Assets (Note 2) 343
Grants & Contributions 1,156 Deferred Charges (Note 3) 1,367

Debtors (Note 8) 81
3,967 3,967

Operating Leases

As at 31st March 2006 the authority is committed to make payments of £240,000
under operating leases in 2006/07 made up as follows:

Land and Cars
Buildings
£000 £000
Leases expiring in 2006/07 40 24
Leases expiring between 2007/08 and 2010/2011 53 49
Leases expiring after 2010/2011 25 49
118 122

With regard to the authority’s activity as a lessor, the gross value of assets held for use
in operating leases was £2,502,000. As these assets are held as investment properties, in
accordance with the S.O.R.P. no depreciation is charged upon them. More
information is given below including an analysis of the assets involved and the dates
they were last valued.

Gross Value
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Valuation Valuation Total
Date 1 Date 1 April

April 2004 2005
£000 £000 £000
Industrial Units 148 1,617 1,765
Other Buildings 12 255 267
Land 335 135 470
495 2,007 2,502

Finance Leases

The Council holds various vehicles, plant and equipment under finance leases which
are accounted for as part of tangible fixed assets. As at 31st March 2006 the value of
these assets was £804,000.

Fair Value  Accumulate Net Book Depreciatio Net Book
d n
of Assets Depreciatio Value 2005/06 Value
n
31 March 06 31 March 06
£000 £000 £000 £000 £000
Vehicles 898 465 433 132 301
Wheeled Bins 479 68 411 47 364
Other Plant and 358 176 182 43 139
Equip
1,735 709 1,026 222 804

As at 31st March 2006 outstanding obligations under these leases, excluding finance
charges which are accounted for as part of long term liabilities, are shown below. No
new leases were entered into in 2005/06.

£000
Obligations payable in 2006/07 197
Obligations payable between 2007/08 and 2010/11 511
Obligations payable after 2010/11 149
857

Finance charges of £35,000 where incurred in 2005/06.
Long Term Investments
The investment figure is made up as follows:-

31 March 2006 31 March 2005

£000 £000
Financial Institutions 14,000 15,000
Government Securities 29 29
Other Local Authorities and Public Bodies 27 27
C.N.C. 0 25
14,056 15,081

The long term investments to various financial institutions, including £10 million with
a fund manager (AllianceBernstein), is the investment of the part of the capital receipt
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10.

resulting from the transfer of the Council’s housing stock to Saffron. A further
£13,250,000 has been invested on a short term basis. See Note 25 to the Consolidated
Balance Sheet. The £25,000 as at 31st March 2005 is the Council’s share of the
accumulated funds of C.N.C. The corresponding figure as at 31st March 2006 has
been analysed over debtors, creditors and bank balance and has been correctly shown
in the appropriate place on the balance sheet.

Long Term Debtors

An interest free loan of £250,000 was made in 1996/97 to the developers of Sawmills
Business Park at Diss. This loan, secured on the land, was repayable as the Business
Park was developed or after 25 years. In exchange for the loan, 6.8 acres of land was
given to the Council to be used as amenity land. Subsequent repayments and
restructuring has resulted in an outstanding balance of £155,000 as at 31st March
2006. If interest had been charged at the market rate on this balance outstanding
£11,750 would have been payable in 2005/06.

Since 1st April 2004 the Council has been able to make home maintenance loans and
housing renewal loans. The advancing of these loans is classified as debtors within
capital expenditure (See Note 4 for further details). These loans are repayable from the
proceeds of the sale of the property improved. The balance outstanding as at 31°*
March 2006 was £139,000. Home maintenance loans are for sums less than £5,000 and
are interest free. If interest had been charged at the market rate £2,100 would have
been payable in 2005/06.

Also included here are loans made under the business growth scheme (See note 13 for
further details).

Stocks
31 March 2006 31 March 2005
£000 £000

Stocks — Cleansing 0 13
— Other 49 38
49 51

Debtors
31 March 2006 31 March 2005

£000 £000

Government Departments 558 1,206
Other Local Authorities 25 131
Non-Domestic Rate Payers 472 398
Council Tax Payers 1,446 1,511
Former Housing Tenants 322 406
Car Loans to Employees 49 59
Sundry Debtors 3,541 4,756
Payments in Advance 736 901
7,149 9,368
Less Provision for Doubtful Debts (1,383) (1,277)
5,766 8,091

The amount due from Government Departments as at 31st March 2005 included £0.4
million in respect of housing benefit subsidy and £0.6 million overpaid to the
N.N.D.R. Pool. As at 31st March 2006 £0.3 million was due in respect of housing
benefit subsidy.
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Included in the sundry debtor figure as at 31st March 2006 is £1.6 million due from
one debtor (£2.5 million as at 31st March 2005) mainly in respect of capital receipts

and service level agreements.

Included in the payments in advance figure as at 31st March 2006 is £542,000 in
respect of premium paid on the early redemption of debt (£680,000 as at 31st March
2005). More information can be found at Note 22 to the Consolidated Balance Sheet.

Creditors

31 March 2006 31 March 2005
£000 £000

Government Departments 1,342 910
Other Local Authorities 697 634
Non-Domestic Rate Payers 194 134
Council Tax Payers 414 495
Former Housing Tenants 50 31
Finance Leases 197 0
Sundry Creditors 1,229 1,830
Receipts in Advance 210 214
4,333 4,248

The amount due to Government Departments as at 31st March 2006 included £0.4
million in respect of an underpayment to the N.N.D.R. Pool. As at 31st March 2005

this was a debtor balance.

In order to improve on accounting procedures and to meet the performance indicator
of payment of invoices within 30 days, staff have been encouraged to process invoices
as quickly as possible. This has resulted in a reduction of sundry creditors as at 31st

March 2006 compared to the previous year.

Section 106 Agreements

Included within the other local authorities figure are Section 106 receipts. These are
monies paid to the Council by developers as a result of granting planning permission
requiring works to be carried out or new facilities provided. The Council holds the
money for its own purposes or on behalf of a third party (usually a parish council) and
releases instalments as the work is completed. Interest is paid on balances held. A

summary of the receipts held during the year is given below.

Purpose for which money is held Balance Income  Expenditur  Balance
31 March e 31 March
2005 2006
£000 £°000 £°000 £000
Provision of community facilities — 194 7 0 201
Long Stratton
Contribution towards community 0 232 38 194
centre — Poringland
Affordable housing — Tharston 35 2 0 37
Affordable housing — Little Melton 33 1 0 34
Other 153 9 80 82
415 251 118 548

Deferred Capital Receipts

These are amounts derived from sale of assets which will be received in instalments
over agreed periods of time and receipts due in the year but not received as at 31st
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14.

15.

March 2006. The amount shown as at 31st March 2006 includes £25,000 (£28,000 as at
31st March 2005) from sales of council houses, which form part of the mortgage figure
under long term debtors.

Other Deferred Debtors

The Council makes loans under the business growth scheme to assist in the
development of new businesses. These loans are repayable over a number of years
without interest. If interest had been charged at the market rate £8,150 would have
been payable in 2005/06. The amount shown represents that part of the loans which is
still outstanding at 31st March 2006.

Long Term Creditors

Included here are obligations under finance leases (see Note 6 to the Consolidated
Balance Sheet) and payments received from developers of housing estates transferring
the responsibility for the upkeep of grassed areas to the Council. These sums are
transferred to the General Fund over ten years to offset the costs incurred.

31 March 2006

£000
Obligations under Finance Leases 660
Maintenance of Grassed Areas 113
773

Usable Capital Receipts

These are receipts from the sale of capital assets.

31 March 2006 31 March 2005

£000 £000

Balance at beginning of year 23,596 1,566
Receipts during year 1,782 25,535

25,378 27,101
Receipts used to finance capital expenditure (2,710) (3,363)
Payment to Housing Capital Receipts Pool (50) (142)
Used to reduce Capital Financing Requirement (2,151) 0
Balance at end of year 20,467 23,596

The capital receipts in 2004/05 include the receipt from Saffron for the sale of the
Council’s housing stock less the levy, post ballot costs, pension fund deficit and the costs
of bringing sewage treatment plants up to adoptable standards.

Under the Prudential Code, receipts from the disposal of housing assets are subject to
“pooling”. This means that 75% of dwelling sales and 50% of receipts from the sale of
other housing assets is payable to the Treasury. Receipts from preserved Right to Buy
capital receipts following L.S.V.T. are excluded from the pooling arrangements. In
2005/06 £50,000 was paid to the Treasury (£142,000 in 2004/05)

The Council has also the obligation to fund future costs of fitting aids and adaptions to
homes. It is anticipated that this obligation amounts to £3.4 million leaving usable capital
receipts of some £17 million available to finance future capital expenditure.
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17.

18.

19.

Fixed Asset Restatement Account

The balance on this account includes the differences arising from the revaluation of
assets. In addition the reserve is written down by the book value
of assets as they are disposed of and credited with the value of assets acquired.

For more information on the Fixed Asset Restatement Account see Notes 3 and 4 to

Statement of Total Movements in Reserves.

Capital Financing Account

The capital financing account contains the amount of capital expenditure financed
from revenue and capital receipts. It also contains the difference between amounts
provided for depreciation and that required to be charged to revenue to repay the
principal element of any external loans. As the Council was debt free from 1* April
2004 and the Capital Financing Requirement was nil as at 31st March 2006 there is no
longer a requirement to make a provision for the repayment of external loans.

For more information on the Capital Financing Account see Note 5 to the Statement
of Total Movements in Reserves.

Government Grants Deferred Account

This account holds the balance of grants applied to the financing of fixed assets
awaiting amortisation to the Asset Management Revenue Account to match
depreciation on the relevant asset.

Reserves

The Council formally reviews the adequacy of reserves annually. It also reviews the
purpose for holding each reserve. The movement in reserves in 2005/06 is set out

below.

Balance Movement Balance

Name and Purpose of Reserve 1 April  in Year 31 March
2005 2006
£000 £000 £000

Revenue 903 (213) 690
Evens out Council expenditure from year to year.
Invest to Save Bids 75 (27) 48

To enable projects to proceed that will generate
savings to the Council
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Planning Delivery Grant

Underspent grant carried forward to future years
Renewals Reserve

Sums set aside from revenue to finance purchase of
vehicles and equipment in accordance with
replacement programme

Aids and Adaptions

Contribution to reserve in lieu of interest to protect
capital sum set aside from inflation

Sewage Treatment Plants

Contribution to reserve in lieu of interest to protect
capital sum set aside from inflation

District Election

Evens out costs of elections held every four years and
unforeseeable by elections.

Members’ Training

To cover costs of attendance at seminars, conferences
and other training needs of councillors.

Parish Council Elections

Evens out costs of elections held every four years
Land Charges

To finance computerisation of the land charges and
associated functions.

Employee Training

To provide all professional and management training
for employees

Land Sales Reserve

Unused revenue funding created by additional capital
receipts.

S.N.L.D.F. Inquiry

To finance future local plan inquiry costs.

Diss H.E.R.S.

Joint funding towards repair of buildings in the
conservation area

Business Growth Scheme

To provide loans to new businesses.

Name and Purpose of Reserve

Leisure Services Grants

To finance leisure grants awarded to successful
applicants.

Rent Guarantees

To provide assistance towards the payment of rent
for new businesses.

Office Minor Works

To cover expenditure for repairs and maintenance of
South Norfolk House and associated plant.
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142 24
82 172
145 150
167 177
24 17
19 9)

5 0
145 6
163 (163)
413 (413)
141 7)
45 0
126 14

Balance Movement
1 April  in Year
2005

£000 £000
87 0
68 (35)
58 0

166

254

295

344

41

10

151

193

45

140

Balance
31 March
2006
£000
87

33
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Contingent Liabilities 68 0 68
To meet unexpected expenditure

Leisure Centre Repairs 18 0 18
To provide for unplanned repairs not covered by the

main budget.

Legal Expenses 38 0 38
To provide a contingency for unforseeable legal costs

and to even out fluctuations in expenditure

Donations/ Arts 25 0 25
To finance grants awarded to successful applicants.

Emergencies 43 0 43
To cover unpredictable expenditure due to severe

weather conditions.

Community Development 27 0 27
To finance the promotion of community safety and

social cohesion.

Economic Development 89 0 89
To provide help which promotes economic

development.

Musical Excellence 0 27 27
To finance a partnership enabling access to music in

the Waveney Valley.

Totals 3,116 (221) 2,895

For more information on reserves see Note 13 of the Statement of Accounting Policies
and the Statement of Total Movements in Reserves.

Analysis of Net Assets Employed

31 March 2006 31 March 2005

£000 £000
General Fund 37,199 31,515
Housing Revenue Account 354 8,747
37,553 40,262

Pensions

Note 10 to the Consolidated Revenue Account contains details of the Council’s
participation in the Local Government Pension Scheme, a defined benefit statutory
scheme, administered by Norfolk County Council in providing employees with
retirement benefits.

As at 31st March 2006 £125,000 (£115,000 at 31st March 2005) was owing to the
Norfolk County Council in respect of pension contributions. This amount is included
in the creditors figure as amounts due to ‘Other Local Authorities’ (see Note 11 to the
Consolidated Balance Sheet).

The underlying assets and liabilities for retirement benefits attributable to the Council
as at 31st March 2006 are as follows:
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31 March 2006 31 March 2005

£000 £000
Estimated liabilities in scheme (59,800) (50,000)
Estimated assets in scheme 45,200 36,200
Net liability (14,600) (13,800)

The liabilities show the underlying commitments that the Council has in the long term
to pay retirement benefits. The net liability for retirement benefits of £14.6 million has
a substantial impact on the net worth of the authority, reducing the overall Council’s
assets from £52.1 million to £37.5 million as shown in the Consolidated Balance Sheet
on page 25. However, statutory arrangements for funding the deficit mean that the
financial position of the authority remains healthy as the deficit on the pension scheme
will be made good by increased contributions over the remaining working life of
employees, assessed by the scheme actuary

Liabilities have been assessed on an actuarial basis using the projected unit method, an
estimate of the pensions that will be payable in future years dependent on assumptions
about mortality rates, salary levels, etc. Hymans Robertson, an independent firm of
actuaries, have provided estimates of liabilities for Norfolk County Council based on
the latest full valuation of the scheme as at 31st March 2004.

The main assumptions used in their calculations are:
31 March 2006 31 March 2005

Rate of inflation 3.1% 2.9%
Rate of increase in salaries 4.6% 4.4%
Rate of increase in pensions 3.1% 2.9%
Rate for discounting scheme liabilities 4.9% 5.4%

Assets in the scheme are valued at fair value, principally market value for investments,
and can be analysed as follows:

Long Term Return Assets as at

31 March 2006 31 March 2005

% £000 £000

Equities 7.4 32,200 25,050
Bonds 4.6 6,400 5,830
Property 5.5 5,500 4,040
Cash 4.6 1,100 1,280
Total 6.7 45,200 36,200

The actuary has calculated the value of assets by estimating the return on the fund for
the year to 31st March 2006 to be 24,7 %, this was based on actual fund returns of
20.8% for the period 1st April 2005 to 31st January 2006 and index returns for the
period from 31st January 2006 to 31st March 2006.

The actual fund return for the year to 31st March 2006 was 28.4%, and the total fund
value including all employers as at 31st March 2006 was £1,736,327,000. This total
includes the assets attributable to South Norfolk Council.

Premature Repayment of Loans

As at 31st March 2006 accumulated premium of £542,000 is still to be written off to
the Housing Revenue Account from debt rescheduling in earlier years
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24,

25.

26.

27.

C.N.C. Reserve

This figure represents the Council’s share of the Building Control Partnership’s
accumulated trading surpluses.

Contingent Liabilities

As part of LSVT the Council gave an indemnity to Saffron regarding any breaches of
regulations regarding Tower Hill caravan site. It was agreed that no insurance would
be taken out. A problem has arisen which could be expensive to rectify. Officers are
looking at ways to limit our liability. Any costs incurred would be funded from the
LSVT receipt.

Our insurers have received a claim for which they have set aside £380,000. If, subject
to investigations, this is eventually settled there would be an adverse effect on our
premiums in future years.

The Council has retained some liabilities in respect of the housing stock which
transferred to Saffron on 17th May 2004. Any of these liabilities, that are identified
after the transfer date but which existed before then remain the responsibility of the
Council. The Council’s insurers were unable to provide cover for these unquantified
risks. £100,000 of the L.S.V.T. receipt has been earmarked to cover any potential
liabilities.

The contingent liabilities reserve, with a balance £68,000 as at 31* March 2006, exists
to finance costs associated with defending or settling claims against the council for
which insurance cover is not purchased.

Short Term Investments

The capital receipt resulting from the transfer of the Council’s housing stock to
Saffron. has enabled short term investments in various financial institutions of £13.2
million to be made and longer term investments of £14 million (see Note 7 to the
Consolidated Balance Sheet).

Provisions

On transfer of the housing stock to Saffron on 17th May 2004 the Council retained the
liability of bringing sewage treatment plants up to adoptable standards. Of the £3.9
million set aside from the capital receipt received from Saffron to cover this liability
£3.6 million is still available to be spent.

Following an inspection by the Customs and Excise an assessment for £24,000 was
received in respect of agreed under declaration of VAT. This amount has been accrued
for in the 2005/06 accounts although the Council has not agreed to liability. A
provision of £136,000 has also been made to cover a potential penalty in respect
further under declarations which are the subject of further negotiations between the
Council and the Customs and Excise.

Authorised for Issue Date

The accounts were approved at a meeting of the Accounts Committee on 31st January
2007. They were then signed by the Leader of the Council and the Head of Financial
Services authorised that the Draft Statement of Accounts should be printed ready for
audit and be placed on the Council’s website. Any events arising after the balance
sheet date have been reflected in the accounts up to this authorised for issue date of the
31st January 2007.
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STATEMENT OF TOTAL MOVEMENT IN RESERVES

This statement brings together all the recognised gains and losses of the Council during the
year and identifies those which have and have not been recognised in the Consolidated
Revenue Account.

2005/06 2004/05
£000 £000 £000
(*Adjusted)

Surplus/(Deficit) for the Year
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General Fund

Housing Revenue Account

Collection Fund

Movements on Specific Reserves

C.N.C. Reserve

Appropriations from Pensions Reserve
Actuarial gains and losses relating to pensions

Total Decrease in Revenue Resources

Increase/(Decrease) in Useable Capital Receipts
Increase/(Decrease) in Unapplied Capital Grants and
Contributions

Total Increase/ (Decrease) in realised Capital
Resources

Total Increase in Unrealised Value of Fixed Assets

Value of Assets Sold, Disposed of or Decommissioned

Capital Receipts Set Aside
Revenue Resources Set Aside
Movement on Government Grants Deferred

Total Increase in Amounts Set Aside to Finance
Capital Investment

Total Recognised Losses

* The 2004/05 figures have been adjusted resulting from the review of I.T. assets as described
in Note 5 to the Statement of Accounting Policies and Note 1 (Reclassification of Tangible

Fixed Assets) to the Consolidated Balance Sheet.

Note 6
Note 1

Note 2

Note 3

Note 4

Note 5

100 0
(50) 641
(752) 68
(221) (414)
23 25
(430) (810)
(370) _ (5.692)
(1,700) (6,182)
(3,129) 22,030
(155) 155
(3,284) 22,185
1,166 1,989
(2,158) (26,933)
3,917 3,389
(1,323) (2,631)
689 0
3,283 758
(2,693) (8,183)

NOTES TO THE STATEMENT OF TOTAL MOVEMENT ON RESERVES

General HRA  Collect
Fund Fund

£000  £000 £000

1. Surplus/(Deficit) for 100 (50) (752)
2005/06

Appropriations to/(from) 0 0 0
reserves

Actuarial gains/losses 0 0 0

relating to pensions

Specific
Reserves

£000

(221)

C.N.C. Pensions

Reserve Reserve
£000 £000
0 0
23 (430)
0 (370)

Total

£000
(702)

(628)

(370)
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100 (500 (752)  (221) 23 (800)  (1,700)
Balance b/fwd at 1 April 1,000 982 98 3,116 25 (13,800) (8,579)
2005
Balance c/fwd at 31 1,100 932 (654) 2,895 48  (14,600)  (10,279)
March 2006
Usable Unapplied
Capital Capital Grants
Receipts and
Contributions
£000 £000
. Movement in Realised Capital Resources 2005/06
Amounts received 1,782 1,013
Payment re Pooled Housing Capital Receipts (50) 0
Used to reduce Capital Financing Requirement (2,151) 0
Amounts applied to finance new capital investment (2,710) (1,168)
Total decrease in realised capital resources (3,129) (155)
Balance brought forward at 1 April 2005 23,596 155
Balance carried forward at 31 March 2006 20,467 0
Fixed Asset
Restatement Account
£000 £000
. Movement in Unrealised Value of Fixed Assets in
2005/06
Gains on revaluation of fixed assets 1,116
. Value of assets sold, disposed of or decommissioned
Assets sold (566)
Removal from balance sheet of assets held under
operating leases (1,592) (2,158)
Total movement on reserve in 2004/05 (1,042)
Balance brought forward at 1 April 2005 (16,982)
Balance carried forward at 31 March 2006 (18,024)
Capital ~ Governmen  Total
Financing t Grants
Account Deferred
£000 £000 £000
. Movements in Amounts Set Aside to Finance Capital
Investment in 2005/06
Transfer from Capital Financing Account to (675) 675 0
Government Deferred Account 1 April 2005
Usable receipts applied 3,917 0 3,917
Total capital receipts set aside 3,917 0 3,917




Revenue resources set aside

- capital expenditure financed from revenue
- reconciling amount for provisions for loan repayment

Total revenue resources set aside

Grants applied to capital investment in 2005/06
Amounts credited to the Asset Management Revenue

Account in 2005/06

Movement on Government Grants Deferred

Total movement on reserve in 2005706

Balance brought forward at 1 April 2005
Balance carried forward at 31 March 2006

101 0 101
(1,424) 0 (1,424)
(1,323) 0 (1,323)
0 945 945

0 (256)  (256)

0 689 689
1,919 1,364 3,283
42,056 0 42,056
43,975 1,364 45,339

The actuarial losses identified as movements on the Pensions Reserve can be analysed
into the following categories, measured as absolute amounts and as a percentage of assets

or liabilities at 31 March.

2002/03

£000 %

Actual return less (9,340)
expected return on

pension scheme

assets

- expressed as a percentage of (30 6)

assets as at 31 March

Experience gains 295
and losses a

rising on the scheme

liabilities

- expressed as a percentage of

liabilities as at 31 March

Changes in financial 0
assumptions

underlying the

present value of the

scheme liabilities

- expressed as a percentage of
liabilities as at 31 March

2003/04

£000 % £000

2004/05

4,620 1,420

12.3

24 (222)

0.1

0 (6,890)

2005/06

% £000 %

6,440

3.9 14.2

(6,770)

(13.8) (11.3)

Actuarial gain/(loss)  (9,045)

- expressed as a percentage of (220)

liabilities as at 31 March

4,644 (5,692)

10.4

(11.4) (0.6)

7. For more information on reserves see notes 15, 16, 17 and 19 to the Consolidated Balance

Sheet.
CASH FLOW STATEMENT
2005/06
£000 £°000
Revenue Activities
Cash Outflows
Employees 11,361
Other Operating Costs 9,628
Housing Benefits Paid 19,293

Contbn. To N.N.D.R.Pool
Precepts (incl. prev. years adjs.)

16,141
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2004/05
£000 £000
(* Adjusted)

11,387

8,008
16,266
14,536



Norfolk County Council
Norfolk Police Authority
Parishes
Cash Inflows
Rents
Council Tax
Receipt from N.N.D.R. Pool
Non Domestic Rate Receipts
Revenue Support Grant
D.W.P. Grants for Benefits
Other Government Grants Note 1
Other Operating Income
Net Cash Outflow from Revenue Activities  Note 2

Servicing of Finance
Outflows - Interest Paid
- Interest element of finance leases
Inflows - Interest Received
Net Cash Inflow from Servicing of Finance
Capital Activities
Cash Outflows
Purchase of Fixed Assets
Long Term Investments
Deferred Charges
Capital Loans

Cash Inflows
Sale of Fixed Assets
Capital Grants Received
Long Term Investments
Other Capital Cash Income

Net Cash (Inflow)/Outflow from Capital Activities
Net Cash (Inflow)/Outflow before Financing

Management of Liquid Reserves

Net increase of short term deposits Note 3
Financing

Outflows — Capital element of finance leases
Decrease/ (Increase) in Cash Note 4

41,386 39,368

6,296 5,874

1,707 105,812 1,552 96,991
(360) (1,124)
(53,910) (52,010)
(4,293) (3,403)
(16,319) (14,746)
(3,087) (2,868)
(19,977) (17,869)
(1,396) (660)

(6,328) (105,670)  (4,022) (96,702)

142 289
106 86
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(1,149) (1,082)

(1,008) (996)
2,645 2,959
0 15,000
1,127 1,687
81 54
3,853 19,700
(2,382) (29,412)
(963) (788)
(1,025) 0

_ () O
(4,376) (30,205)
o (523) _(10,505)

(1,389) (11,212)

1,320 11,030

228 0

159 (182)

* The 2004/05 figures have been adjusted resulting from the review of I.T. assets as described
in Note 5 to the Statement of Accounting Policies and Note 1 (Reclassification of Tangible

Fixed Assets) to the Consolidated Balance Sheet.

NOTES TO THE CASH FLOW STATEMENT

This statement summarises the cash inflows and outflows arising with third parties for

revenue and capital purposes.

1. Analysis of Other Government Grants

Housing Subsidy
Recycling Grant
Planning Delivery Grant
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31 March 2006

£000

220
236
558

31 March 2005

£000
4
33
392



Other 382 231

1,396 660

Reconciliation of Consolidated Revenue Account to Revenue Activities Cash Flow

31 March 2006 31 March 2005

£000 £000
Surplus per Consolidated Revenue A/C 100 0
Non-Cash Adjustments
Payment of Levy on Disposal of Housing 0 (27)
Stock
Payment to Capital Receipts Pool (50) (142)
Direct Revenue Financing 101 537
Provisions Set Aside (49) 2
Movement on Reserves (221) (414)
Major Repairs Reserve 0 284
Collection Fund (752) 68
Housing Revenue Account (50) 640
C.N.C. 23 0
Accurals
Decrease/(Increase) in Stocks & W.I.P. 2 97
Decrease/(Increase) in Debtors 1,522 (637)
Increase/(Decrease) in Creditors 240 299
Add Interest Paid 141 86
Less Interest Received (1,149) (1,082)
Net Cash Inflow from Revenue Activities (142) (289)

Reconciliation of Movement of Financing and Liquid Resources

Asat 31 As at 31 Movement
March 2006  March 2005
£000 £000 £000
Short Term Investments (13,250) (11,930) (1,320)

Reconciliation of Cash Movements to Consolidated Balance Sheet

As at 31 As at 31 Movement
March 2006  March 2005
£000 £000 £000
Cash 643 2 641
Bank Overdraft (1,031) (231) (800)
(388) (229) (159)

STATEMENT OF RESPONSIBILITIES FOR THE STATEMENT OF ACCOUNTS

The Authority’s Responsibilities

The authority is required:
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- To make arrangements for the proper administration of its financial
affairs and to secure that one of its officers has the responsibility for the
administration of those affairs. In this authority that officer is the
Head of Financial Services.

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

- To approve the statement of accounts.

The Head of Financial Services’ Responsibilities

The Head of Financial Services is responsible for the preparation of the authority’s
statement of accounts which, in terms of the CIPFA/LASAAC Code of Practice on
Local Authority Accounting in Great Britain (‘the code’), is required to present fairly
the financial position of the authority at the accounting date and its income and
expenditure for the year ended 31st March 2006.

In preparing this statement of accounts, the Head of Financial Services has:

- Selected suitable accounting policies and then applied them consistently.

- Made judgements and estimates that were reasonable and prudent.

- Complied with the Code.

The Head of Financial Services has also:

- Kept proper accounting records which were up to date.

- Taken reasonable steps for the prevention and detection of fraud and
other irregularities.

I certify that the statement of accounts presents fairly the financial position of the

authority at the accounting date and its income and expenditure for the year ended
31st March 2006.

31st January 2007

Andy Radford BA CPFA
(Head of Financial Services)

APPROVAL OF STATEMENT OF ACCOUNTS

I confirm that in accordance with the authority delegated by Council, these accounts were
approved by the Accounts Committee at a meeting held on 31st January 2007.
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Signed on behalf of South Norfolk District Council

31st January 2007

Vivienne Clifford-Jackson Date
Leader of the Council

STATEMENT OF INTERNAL CONTROL
Internal control and risk management are increasingly recognised as important elements of
good corporate governance. This statement communicates governance issues to stakeholders

with the aim of enhancing public confidence in the Council.

1. Scope of Responsibility
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South Norfolk Council is responsible for ensuring that its business is conducted in
accordance with the law and highest standards, that public money is safeguarded and
properly accounted for, and used economically, efficiently and effectively.
Additionally, South Norfolk Council 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.

The Accounts and Audit Regulations 2003 state that:

“The relevant body shall be responsible for ensuring that the financial management of
the body is adequate and effective and that the body has a sound system of internal
control which facilitates the effective exercise of that body’s functions and which
includes arrangements for the management of risk.”

It has been agreed that the Head of Financial Services is responsible for the collection
of Statement of Internal Control assurance and the drafting of the statement.
Ownership rests with Management Team and Council members.

The Purpose of the System of Internal Control

The System of Internal Control is designed to manage risk at a reasonable and
acceptable level rather than to try to eliminate all risk in achieving the outcome of
policies, aims and objectives. The system of internal control is based on an ongoing
process designed to identify and prioritise risks to the achievement of the Council’s
policies, aims and objectives and to evaluate the likelihood of those risks being
realised. Systems must then be put in place to minimise the likely occurrence of the
affected risks.

The Council engaged its Internal Audit function to review its systems of internal
control and undertook a thorough review of the internal control environment with its
service managers. The Statement of Internal Control is assessed as part of the
Comprehensive Performance Assessment Use of Resources analysis.

The Internal Control Environment

Establishing and Monitoring the Achievement of the Authority’s Objectives

The Community Plan was launched in 2004/05, following extensive work with
residents and partners, the Alliance (the Council’s Local Strategic Partnership) and
Area Forums. The Council’s own priorities and objectives are contained in the
Corporate Plan, which contributes to the Community Strategy. Each service publishes
its own plan setting out its three-year service strategy and there has been increased
emphasis placed on establishing the “golden thread” via these policies and plans.

The remit of its Scrutiny Committee encapsulates a Resources brief. The Committee
already had a responsibility to scrutinise the achievement of the Council’s objectives,
so this wider role ensures that one committee is able to link resources to achievement
of objectives. The Policy Development Panels have the role of exploring policy
development in the longer term.

The establishment of an Audit Committee with a clear brief to review and improve on
the Council’s corporate governance arrangements is a significant step forward.

The Facilitation of Policy and Decision-making

There has been a further strengthening of financial management arrangements and
their interaction with other management information made available to managers so
that they can have the confidence that the best decisions are being made. Regular
financial and performance reporting to managers, management team and quarterly
reporting to members enables policy implementation and decision-making to take
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place in an informed way. Managers with responsibility for managing budgets have
formally signed off their budget allocations.

Ensuring Compliance with Established Policies, Procedures, Laws and Regulations,
including Risk Management

Responsibilities for statutory obligations are formally established. The Chief Executive
disseminates statutory instruments to managers responsible for acting on them. The
relevant professional heads are tasked with monitoring compliance with appropriate
policies and procedures to ensure all officers work within them. The Council
subscribes to LAWTEL and other sources of legal advice which alerts it to new legal or
statutory issues and requirements.

Decisions to be taken by members are subject to a rigorous scrutiny process by the
Monitoring Officer, Solicitor to the Council, Section 151 Officer and in most cases
Management Team before they are considered by Cabinet or full Council. All services
are represented at the Corporate Management Team, where corporate decisions are
taken. This ensures that all aspects of our governance arrangements (eg finance, risk,
equalities) are considered when making decisions.

Risk management remains a strong part of the Council’s business, and further
improvements were made during 2005/06, including a more sophisticated model for
measuring the likelihood and implications should certain risks occur. It was pleasing
for the Audit Commission to make positive comments on our work. In the Annual
Audit Letter, the Audit Commission said that:

“Good progress has been made in embedding risk management into South Norfolk’s
core business. Risk is considered at strategic level and within service/ team planning
and as part of the decision-making process on new projects and partnerships.”

The Council’s Standards Committee, chaired by an independent person, has helped to
ensure compliance with the Code of Conduct for members of the Council, through
monitoring and training.

The Local Government Ombudsman received 12 complaints in respect of the Council
in 2005/06 (compared to 25 in the previous year). The Ombudsman did not report any
instances of maladministration in 2005/06.

Economic, Efficient and Effective Use of Resources

Internal Audit publishes an annual report setting out the opinion on the overall
adequacy and effectiveness of the Council’s internal control environment, providing
details of any weaknesses that qualify this opinion and bringing to the attention of the
Council any issues particularly relevant to the preparation of this Statement.

Based upon this work, the Audit Manager is of the view that the overall adequacy and
effectiveness of the internal control environment are satisfactory given the size of the
Council, the majority of high priority recommendations have been, or are being
addressed, and that all key systems have been evaluated. Key areas of concern
surrounded improvements required in the assurances provided to the Head of
Financial Services that the relevant key controls were operating satisfactorily,
including the establishment of a formal process of reporting.

The Audit Manager also identifies improvements required in the documentation for
the reconciliation of control accounts and revised procedures for managing debt write-

offs through the financial management system.

Securing Continuous Improvement
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We launched a new website in January that transformed the way in which our
residents, citizens and customers can use our services. Residents can now view and pay
their council tax on-line. We received top marks for our on-line planning facilities
judged against national criteria, and land searches are done electronically too. This has
lead to the Council earning additional reward grant.

We are now a Beacon Council for our work with young people, one of only eight in
the country. We will be sharing nationally our approaches to how we engage young
people positively in the democratic process.

We achieved Investors in People and the Charter Mark.

We developed two key projects during 2005/06. The first is the Best Value Review of
Support Services, a review aimed at reviewing and reducing the costs of support
services in the Council. The second is the Access to Services project, reviewing and
improving on the Council’s interface with the public.

We have revised our Complaints, Compliments and Suggestions scheme so that we can
improve services and respond more quickly to what people are telling us.

We have developed a Community Cohesion Strategy to ensure that we will be fair,
recognise differences and provide equal opportunities for all. This strategy has strong
links to the Council’s work in the Local Development Framework and Procurement of
goods and services from local suppliers.

The Financial Management and Reporting of the Authority

The Council’s overall financial position is sufficiently robust; the Council is not
spending, nor committing to spend, beyond what is affordable. The Medium Term
Financial Planning has been developed so that service objectives are budgeted for in
future years and a longer-term view of South Norfolk is adopted. Closer integration of
financial and corporate planning processes across the Council remains the objective
and the Corporate Plan picks up these relationships.

The Audit Commission reviewed the Council’s governance arrangements through the
Use of Resources assessment. This identified that the Council is providing Value for
Money in it’s delivery of services. It also identified that whilst our arrangements in
respect of Financial Management, Financial Standing and Internal Control are
adequate, there is work to do in improving the quality of our Financial Reporting
arrangements, particularly evidence to support the Statement of Accounts.

The Council is improving on the areas raised, and looks forward to an improved
assessment later in the year.

The Performance Monitoring and Reporting of the Authority

The Council was rated as ’Good’ in our first 2003 District Comprehensive
Performance Assessment (DCPA) and we are now striving to be an ’Excellent” one. We
will be considering an application for reassessment in 2007.

In its annual Direction of Travel statement, the Audit Commission says “The Council
is getting better quicker. It has made significant progress in targeted areas such as
planning, benefits, payment of invoices and staff sickness absence.”
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“The Council’s commitment and excellent approach to performance management is
paying dividend and leading to improvement, both overall and in targeted areas.”

76% of our indicators showed improved performance last year, compared to 63% the
year before. We estimate that 61% of our indicators match the performance of the best
25% performing councils in the country, up from 49% (audited data) the year
before.Performance Management software will help integrate performance
management into the culture of the Council.

Review of Effectiveness

The Council has responsibility for conducting, at least annually, a review of the
effectiveness of the system of internal control. The review of the effectiveness of the
system of internal control is informed by the work of the internal auditors and the
senior managers within the authority who have responsibility for the development and
maintenance of the internal control environment, and also by comments made by the
external auditors and other review agencies and inspectorates.

The Council engaged in a thorough review of its internal control environment with
Heads of Service. This work provides evidence that there are effective internal controls
operating across services. There will always be room for improvement, and an action
plan has been agreed to take forward many of the gaps identified. The assurance
framework being established will be reviewed by the newly established Audit
Committee, and progress made will by monitored by that Committee.

The roles of the Council, Cabinet and internal audit are set out in the Rules of
Financial Governance, which were updated in April 2006.

Action plans to meet all identified internal control issues are allocated to an individual
officer. These are monitored and followed up to ensure compliance within agreed
timescales.

Significant Control Issues

These are referred to in other parts of the Statement, which includes commentary on
actions taken or proposed to deal with significant internal control issues.

The Council will also be undertaking further work during 2006/07 with its managers
and the Audit Committee to assist the future preparation of the Statement of Internal
Control.

Geoff Rivers Vivienne Clifford-Jackson
(Chief Executive) (Leader of the Council)
31st January 2007 31st January 2007
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Independent Auditor’s report to the Members of South Norfolk
Council

Opinion on the financial statements

| have audited the financial statements of South Norfolk Council for the year ended 31
March 2006 under the Audit Commission Act 1998, which comprise the Consolidated
Revenue Account, the Consolidated Balance Sheet, the Statement of Total Movements
in Reserves, the Cash Flow Statement and the related notes. These financial
statements have been prepared under the accounting policies set out within them.

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

Respective responsibilities of the Chief Finance Officer and the
auditor

The Chief Finance Officer's responsibilities for preparing the financial statements in
accordance with applicable laws and regulations and the Statement of
Recommended Practice on Local Authority Accounting in the United Kingdom
2005 are set out in the Statement of Responsibilities.

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

| report to you my opinion as to whether the financial statements presents fairly the
financial position of the Authority in accordance with applicable laws and regulations
and the Statement of Recommended Practice on Local Authority Accounting in the
United Kingdom 2005.

| review whether the statement on internal control reflects compliance with

CIPFA’s guidance ‘The Statement on Internal Control in Local Government:

Meeting the Requirements of the Accounts and Audit Regulations 2003’ published on 2
April 2004. | report if it does not comply with proper practices specified by CIPFA or if
the statement is misleading or inconsistent with other information | am aware of from
my audit of the financial statements. | am not required to consider, nor have |
considered, whether the statement on internal control covers all risks and controls. | am
also not required to form an opinion on the effectiveness of the Authority's corporate
governance procedures or its risk and control procedures.
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| read the other information published with the financial statements, and consider
whether it is consistent with the audited financial statements. This other information
comprises only the Explanatory Foreword. | consider the implications for my report if |
become aware of any apparent misstatements or material inconsistencies with the
financial statements. My responsibilities do not extend to any other information.

Basis of audit opinion

| conducted my 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 financial statements. It also includes an assessment of the significant
estimates and judgements made by the Authority in the preparation of the financial
statements, and of whether the accounting policies are appropriate to the Authority’s
circumstances, consistently applied and adequately disclosed.

| planned and performed my audit so as to obtain all the information and explanations
which | considered necessary in order to provide me with sufficient evidence to give
reasonable assurance that the statement of accounts is free from material
misstatement, whether caused by fraud or other irregularity or error. In forming my

opinion, | also evaluated the overall adequacy of the presentation of the information in
the financial statements.

Opinion
In my opinion the financial statements present fairly, in accordance with applicable laws
and regulations and the Statement of Recommended Practice on

Local Authority Accounting in the United Kingdom 2005, the financial position of the
Authority as at 31 March 2006 and its income and expenditure for the year then ended.

Andy Perrin
District Auditor
1st Floor, Sheffield House, Lytton Way, off Gates Way, Herts, SG1 3HB

Date 2 February 2007
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Conclusion on arrangements for securing economy, efficiency and
effectiveness in the use of resources

Authority’s responsibilities

The Authority 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 to regularly review the adequacy and effectiveness
of these arrangements.

Under the Local Government Act 1999, the Authority is required to prepare and publish
a best value performance plan summarising the Authority’s assessment of its
performance and position in relation to its statutory duty to make arrangements to
ensure continuous improvement in the way in which its functions are exercised, having
regard to a combination of economy, efficiency and effectiveness.

Auditor’s responsibilities

| am required by the Audit Commission Act 1998 to be satisfied that proper
arrangements have been made by the Authority for securing economy, efficiency and
effectiveness in its use of resources. The Code of Audit Practice issued by the Audit
Commission requires me to report to you my conclusion in relation to proper
arrangements, having regard to relevant criteria specified by the Audit Commission for
principal local authorities. | report if significant matters have come to my attention which
prevent me from concluding that the Authority has made such proper arrangements. |
am not required to consider, nor have | considered, whether all aspects of the
Authority’s arrangements for securing economy, efficiency and effectiveness in its use
of resources are operating effectively.

| am required by section 7 of the Local Government Act 1999 to carry out an audit of
the Authority’s best value performance plan and issue a report certifying that | have
done so, stating whether | believe that the plan has been prepared and published in
accordance with statutory requirements set out in section 6 of the Local Government
Act 1999 and statutory guidance; and where relevant, making any recommendations
under section 7 of the Local Government Act 1999.
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Conclusion

| have undertaken my audit in accordance with the Code of Audit Practice and | am
satisfied that, having regard to the criteria for principal local authorities specified by the
Audit Commission and published in July 2005, in all significant respects, South Norfolk
Council made proper arrangements to secure economy, efficiency and effectiveness in
its use of resources for the year ending 31 March 2006 except in respect of meeting
the following criteria, putting in place arrangements to maintain a sound system of
internal control.

Best Value Performance Plan
| issued my statutory report on the audit of the Authority's best value performance plan
for the financial year 2005/06 on 10 December 2005. | did not identify any matters to be

reported to the Authority and did not make any recommendations on procedures in
relation to the plan.

Certificate
| certify that | 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.

Andy Perrin
District Auditor
1st Floor, Sheffield House, Lytton Way, off Gates Way, Herts, SG1 3HB

Date 2 February 2007
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